














































































































Electricity Distribution Information Disclosure Determination 2012 — {consolidated in 2015} — Schedules 14-15

1

3.

Company Name Top Energy Ltd

For Year Ended 31 March 2016

Schedule 14 Mandatory Explanatory Notes

This schedule requires EDBs to provide explanatory notes to information provided in
accordance with clauses 2.3.1, 2.4.21, 2.4.22, and subclauses 2.5.1{1){f),and
2.5.2(1){e).

This schedule is mandatory—EDBs must provide the explanatory comment specified
below, in accordance with clause 2.7.1. Information provided in boxes 1 to 12 of this
schedule is part of the audited disclosure information, and so is subject to the
assurance requirements specified in section 2.8.

Schedule 15 (Voluntary Explanatory Notes to Schedules) provides for EDBs to give
additional explanation of disclosed infermation should they elect to do so.

Return on Investment (Schedule 2)

4.

In the box below, comment on return on investment as disclosed in Schedule 2. This
comment must include information on reclassified items in accordance with
subclause 2.7.1(2).

Box 1: Explanatory comment on return on investment
There have been no reclassifications in 2016 as per the 2015 amendments. The monthly
ROI for the first/last 3 months are greater than 40% of annual cashflow.

Regulatory Profit (Schedule 3)

5.

In the box below, comment on regulatory profit for the disclosure year as disclosed
in Schedule 3. This comment must include-

5.1 a description of material items included in other regulated income (other
than gains / (losses) on asset disposals), as disclosed in 3(i} of Schedule 3

5.2  information on reclassified items in accordance with subclause 2.7.1{2}.

Box 2: Explanatory comment on regulatory profit

Other income consists of reimbursement of fault expenses received by external parties
$70.Sk, Other Sundry income $6k, Transpower loss and constraints payments $400k,
$88.1K Materials recovery CAPEX, and reimbursement by Ngawha Generation Ltd of
$72.6k for Network support costs and connection charges .

There are no reclassified items.
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Merger and acquisition expenses (3(iv) of Schedule 3)

6. If the EDB incurred merger and acquisitions expenditure during the disclosure year,
provide the following information in the box below-

6.1 information on reclassified items in accordance with subcfause 2.7.1(2)

6.2 any other commentary on the benefits of the merger and acquisition
expenditure to the EDB.

Box 3: Explanatory comment on merger and acquisition expenditure
Not applicable

Volue of the Regulatory Asset Base (Schedule 4)

7. In the box below, comment on the value of the regulatory asset base {rolled forward)
in Schedule 4. This comment must include information on reclassified items in
accordance with subclause 2.7.1(2).

Box 4: Explanatory comment on the value of the regulatory asset based (rolled forward)
There has been no change to the RAB roll forward

Regulatory tox allowance: disclosure of permonent differences (50(i) of Schedule 5a)

8. fn the box below, provide descriptions and workings of the material items recorded
in the following asterisked categories of 5a(i) of Schedule 5a-

8.1 Income not included in regulatory profit / {loss) before tax but taxable;
8.2 Expenditure or loss in regulatory profit / {loss) before tax but not deductible;
8.3 Income included in regulatory profit / {loss) before tax but not taxable;

8.4 Expenditure or loss deductible but not in regulatory profit / {loss) before tax.

Box 5: Regulatory tax allowance: permanent differences
Line 11 - The total comprises disallowed entertainment expenses ($9k). This item falls
within category 8.2 above.

Regulatory tax allowance: disclosure af temporory differences (5a(vi) of Schedule 5a)

9. In the box below, provide descriptions and workings of material items recorded in
the asterisked category ‘Tax effect of other temporary differences’ in 5a(vi) of
Schedule 5a.
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Box 6: Tax effect of other temporary differences (current disclosure year)

Line 66 - The total comprises timing differences arising from the movement in payroll
accruals between the beginning and end of the year to 31 March 2016 {$-128k), multiplied
by the tax rate of 28%.

Related party transactions: disclosure of related party transactions (Schedule 5b)

10. In the box below, provide descriptions of related party transactions beyond those
disclosed on Schedule 5b including identification and descriptions as to the nature of
directly attributable costs disclosed under subclause 2.3.6{1){b).

Box 7: Related party transactions

Line 23 — Avoided Transmission Charges are paid by TEN in respect of embedded generation
provided by Ngawha Generation Ltd (NGL). These charges are based on the Transpower
market rate.

Line 24 — The Ngawha Connection Agreement charge is levied on NGL and is calculated
based on the dedicated network asset value multiplied by the vanilla WACC.

Line 25 ~ The Injection charges levied on NGL are calculated based on the Transpower
market rate.

Line 26 - Call centre services are provided by Phone Plus 2000 Ltd {PPL} in respect of inquiry
and fault calls. The charges to Top Energy Ltd Network {TEN) are calculated at the prevailing
market rates as applied to work undertaken for PPL’s external customer base. Services
provided to TEN by PPL do not constitute a material element of PPL’s turnover.

Line 27 — Asset construction services are provided by Top Energy Contracting Services
(TECS), a division of Top Energy Ltd (TEL). Services are provided as contracted by TEN and
are charged on a cost recovery basis.

Line 28 — Asset maintenance services are also provided to TEN by TECS in respect of the
system fixed asset. Services are provided as contracted by TEN and are charged at cost.

Cost allocation (Schedule 5d)

11. In the box below, comment on cost allocation as disclosed in Schedule 5d. This
comment must include information on reclassified items in accordance with
subclause 2,7.1(2).

Box 8: Cost allocation
No changes have been made to cost allocations during the period.
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Asset allocation (Schedule 5e)

12. In the box below, comment on asset allocation as disclosed in Schedule 5e. This
comment must include information on reclassified items in accordance with
subclause 2.7.1(2).

Box 9: Commentary on asset allocation
There are no allocations due to using ACAM.

Capital Expenditure for the Disclosure Year (Schedule 6a)

13. in the box below, comment on expenditure on assets for the disclosure year, as
disclosed in Schedule 6a. This comment must include-

13.1 adescription of the materiality threshold applied to identify material projects
and programmes described in Schedule 6a;

13.2 information on reclassified items in accordance with subclause 2.7.1(2),

Box 10: Explanation of capital expenditure for the disclosure year

The Top Energy Asset Management Plan identifies a program of work consisting of a set of
defined projects which are to be undertaken in any financial year. These projects are the
basis on which the year’s disclosed CAPEX expenditure is based. All projects are identified
by the asset classification (transmission, distribution, substations etc) and type of work
(system growth, relocation, replacement etc).

For non-network assets, assets are grouped into the respective asset category.
The materiality threshold has not been changed and is $50k

No information has been reclassified.

Operational Expenditure for the Disclosure Year (Schedule 6b)

14. In the box below, comment on operational expenditure for the disclosure year, as
disclosed in Schedule 6b. This comment must include-

14.1 Commentary on assets replaced or renewed with asset replacement and
renewal operational expenditure, as reported in 6b{i) of Schedule 6b;

14.2 Information on reclassified items in accordance with subclause 2.7.1{2);

14.3 Commentary on any material atypical expenditure included in operational
expenditure disclosed in Schedule 6b, a including the value of the
expenditure the purpose of the expenditure, and the operational expenditure
categories the expenditure relates to.
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Box 11: Explanation of operational expenditure for the disclosure year

Top Energy reports all Fault and Emergency asset replacement as CAPEX under asset
replacement. Only the activities; of locating, locking for, finding a fault or a defected item
of equipment and repair of that equipment are reported as OPEX.

The system operations and Business support were greater than forecast due to increased
costs. This consists of new positions and an increase in the percentage of the ABAA
allocator for not directly attributable costs, increasing from 66% to 69%.

No items were re-classified in the Disclosure Year

No atypical operational expenditure was incurred.

Variance between forecast and actual expenditure (Schedule 7)

15. In the box below, comment on variance in actual to forecast expenditure for the
disclosure year, as reported in Schedule 7. This comment must include information
on reclassified items in accordance with subclause 2.7.1(2).

Box 12: Explanatory comment on variance in actual to forecast expenditure

Project programming necessitated the shift of some project work forward and others
backward from FYE 16 to FYE 17 and vice versa. This change of project mix created some
additional variance between project categories and the actual CAPEX spend for the year.
Variances to system growth and asset replacement and renewal categories are due to
project timelines from carrying projects over from the preceding financial year. The Safety
and Environment underspend are due to projects from Safety and Environment being
brought forward to 2017. The projects themselves and associated costs did not change.

Two technical events in April 2015, November 2015 and a weather event in March 2016,
caused an increased in fault expenditure above forecast. A resource shortage reduced the
amount of distribution routine and corrective maintenance and inspection able to be
performed, offset to some degree by an increase in system defect remediation.

Non Network Opex values for Target 2016 were obtained from AMP2015 with no
reclassifications.

Information relating to revenues and quantities for the disclosure year

16. In the box below provide-

16.1 a comparison of the target revenue disclosed before the start of the
disclosure year, in accordance with clause 2.4.1 and subclause 2.4.3(3} to
total billed line charge revenue for the disclosure year, as disclosed in
Schedule 8; and
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16.2 explanatory comment on reasons for any material differences between target
revenue and total billed line charge revenue,

Box 13: Explanatory comment relating to revenue for the disclosure year

Price structure categories are Industrial, Commercial and Residential. Changes made to the
price structure this year are the inclusion of rates for embedded generation and the
commencement of, time of use billing for connections with consumption greater than
30,000 kwWh.

Changes to prices include the closing of the SPECIAL price category and continued work
towards closing CAP150, these being discontinued as meters are being replaced.

A discretionary discount was paid out in October 2015 for $5,122k. The 10 % difference in
forecast revenue is due to the AMP revenue including a discretionary discount that was paid
out from a gross income of 546,887k. Projected revenue was 546,632k (.005% less than
actual.)

Network Reliability for the Disclosure Year (Schedule 10)

17, In the box below, comment on network reliahility for the disclosure year, as
disclosed in Schedule 10.

Box 14: Commentary on network reliability for the disclosure year
During this disclosure year we experienced three Major Event days.

Quality performance did comply within the regulatory threshold. There has been no change
during this reporting year to our methodology to acquire, calculate or in the recording of
customer outage minutes for the Information Disclosure 2016. However a different
methodology has been adopted for the Default Price path calculations in line with the
Default Price-Quality Path Determination 2015.

The Network investment programme and preventative maintenance work carried out will
have assisted in minimising the effects of the series of extreme weather systems
experienced in the region this year.

insurance cover
18. In the box below, provide details of any insurance cover for the assets used to
provide electricity distribution services, including-

18.1 The EDB’s approaches and practices in regard to the insurance of assets used
to provide electricity distribution services, including the level of insurance;

18.2 Inrespect of any self insurance, the level of reserves, details of how reserves
are managed and invested, and details of any reinsurance.
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Box 15: Explanation of insurance cover

Insurance is obtained for assets of a material nature that are contained in one location.
For example, substation assets are insured; however individual poles and conductor/cable
across the network are not. Inventory and critical spares are also insured due to common
storage locations. Insurance levels are approx. $88million.

A major event that would affect assets that are self-insured (poles and conductor/cables)
would require additional debt facilities to be obtained. There is no reinsurance.

Amendments to previously disclosed information

19. in the box below, provide information about amendments to previously disciosed
information disclosed in accordance with clause 2.12.1 in the last 7 years, including:

19.1 adescription of each error; and

18.2 for each error, reference to the web address where the disclosure made in
accordance with clause 2.12.1 is publicly disclosed.

Box 16: Disclosure of amendment to previously disclosed information
No amendrments to previously disclosed information apart from the ROJ calculations for
2014 to align with the ID amendments and carried forward to the 2016 calculation.
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Company Name Top Energy Ltd

For Year Ended 2016

Schedule 14a Mandatory Explanatory Notes on Forecast Information

1. This Schedule requires EDBs to provide explanatory notes to reports prepared in
accordance with clause 2.6.6,

2. This Schedule is mandatory—EDBs must provide the explanatory comment specified
below, in accordance with clause 2.7.2. This information is not part of the audited
disclosure information, and so is not subject to the assurance requirements specified
in section 2.8.

Commentary on difference between nominal and constant price capital expenditure
forecasts (Schedule 11a)

3, In the box below, comment on the difference between nominal and constant price
capital expenditure for the current disclosure year and 10 year planning period, as
disclosed in Schedule 11a.

Box 1: Commentary on difference between nominal and constant price capital expenditure forecasts
The inflators used are consistent with those used by the Commission in its DPP
Determination.

Commentary on difference between nominal and constant price aperational expenditure
forecasts (Schedule 11b)

4, In the box below, comment on the difference between nominal and constant price
operational expenditure for the current disclosure year and 10 year planning period,
as disclosed in Schedule 11b.

Box 2: Commentary on difference between nominal and constant price operational expenditure forecasts
The inflators used are consistent with those used by the Commission in its DPP
Determination.
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Company Name Top Energy Ltd

For Year Ended 2016

Schedule 15 Voluntary Explanatory Notes

1. This schedule enables EDBs to provide, should they wish to-

1.1 additional explanatory comment to reports prepared in accordance with
clauses 2.3.1, 2.4.21, 2.4.22, 2.5.1and 2.5.2;

1.2 information on any substantial changes to information disclosed in relation to
a prior disclosure year, as a result of final wash-ups.

2. Infarmation in this schedule is not part of the audited disclosure information, and so
is not subject to the assurance requirements specified in section 2.8.

3. Provide additional explanatory comment in the box below.

Box 1: Voluntary explanatory comment on disclosed information
n/fa







Deloitte

INDEPENDENT ASSURANCE REPORT
TO THE DIRECTORS OF TOP ENERGY LIMITED AND TO THE COMMERCE COMMISSION

The Auditor-General is the auditor of Top Energy (the company). The Auditor-General has appointed
me, Andrew Burgess, using the staff and resources of Deloitte, to provide an opinion, on her behalf, on
whether the information disclosed in schedules 1 to 4, 5a to 5g, 6a and 6b, 7, the system average
interruption duration index (‘SAIDI’) and system average interruption frequency index (‘SAIFI’)
information disclosed in Schedule 10 and the explanatory notes in boxes 1 to 12 in Schedule 14 (‘the
Disclosure Information’) for the disclosure year ended 31 March 2016, have been prepared, in all
material respects, in accordance with the Electricity Distribution Information Disclosure Determination
2012 (the ‘Determination’).

Directors’ responsibility for the Disclosure Information

The directors of the company are responsible for preparation of the Disclosure Information in
accordance with the Determination, and for such internal control as the directors determine is
necessary to enable the preparation of the Disclosure Information that is free from material
misstatement.

Our responsibility for the Disclosure Information

Our responsibility is to express an opinion on whether the Disclosure Information has been prepared,
in all material respects, in accordance with the Determination.

Basis of opinion

We conducted our engagement in accordance with the International Standard on Assurance
Engagements (New Zealand) 3000 (Revised) Assurance Engagements Other Than Audits or Reviews of
Historical Financial Information issued by the External Reporting Board and the Standard on Assurance
Engagements 3100: Compliance Engagements issued by the External Reporting Board. Copies of these
standards are available on the External Reporting Board’s website.

These standards require that we comply with ethical requirements and plan and perform our assurance
engagement to provide reasonable assurance about whether the Disclosure Information has been
prepared in all material respects in accordance with the Determination.

We have performed procedures to obtain evidence about the amounts and disclosures in the Disclosure
Information. The procedures selected depend on our judgement, including the assessment of the risks
of material misstatement of the Disclosure Information, whether due to fraud or error or non-
compliance with the Determination. In making those risk assessments, we considered internal control
relevant to the company’s preparation of the Disclosure Information in order to design procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the company’s internal control.

We also evaluated:

- the appropriateness of assumptions used and whether they have been consistently applied;
and

- the reasonableness of the significant judgements made by the directors of the company.
Use of this report

This independent assurance report has been prepared solely for the directors of the company and for
the Commerce Commission for the purpose of providing those parties with reasonable assurance about
whether the Disclosure Information has been prepared, in all material respects, in accordance with the
Determination. We disclaim any assumption of responsibility for any reliance on this report to any
person other than the directors of the company or the Commerce Commission, or for any other
purpose than that for which it was prepared.
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Scope and inherent limitations

Because of the inherent limitations of a reasonable assurance engagement, and the test basis of the
procedures performed, it is possible that fraud, error or non-compliance may occur and not be
detected.

We did not examine every transaction, adjustment or event underlying the Disclosure Information nor
do we guarantee complete accuracy of the Disclosure Information. Also we did not evaluate the
security and controls over the electronic publication of the Disclosure Information.

The opinion expressed in this independent assurance report has been formed on the above basis.
Independence and quality control
When carrying out the engagement, we complied with the Auditor-General’s:

- independence and other ethical requirements, which incorporate the independence and ethical
requirements of Professional and Ethical Standard 1 (Revised) issued by the New Zealand
Auditing and Assurance Standards Board; and

- quality control requirements, which incorporate the quality control requirements of Professional
and Ethical Standard 3 (Amended) issued by the New Zealand Auditing and Assurance
Standards Board.

We also complied with the independence requirements specified in the Determination.

The Auditor-General, and her employees, and Deloitte and its partners and employees may deal with
the company and its subsidiaries on normal terms within the ordinary course of trading activities of the
company. Other than any dealings on normal terms within the ordinary course of business, this
engagement, the assurance engagement related to Electricity Distribution Services Default Price-
Quality Path Determination 2015 and the annual audit of the company’s financial statements, we have
no relationship with or interests in the company and its subsidiaries.

Opinion
In our opinion:

- As far as appears from our examination of them, proper records to enable the complete and
accurate compilation of the Disclosure Information have been kept by the company;

- As far as appears from our examination, the information used in the preparation of the
Disclosure Information has been properly extracted from the company’s accounting and other
records and has been sourced, where appropriate, from the company’s financial and non-
financial systems; and

- The Disclosure Information has been prepared, in all material respects, in accordance with the
Determination.

In forming our opinion, we have obtained sufficient recorded evidence and all the information and
explanations we have required.

#.

Andrew Burgess

Deloitte

On behalf of the Auditor-General
Auckland, New Zealand

25 August 2016





