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EXPLANATORY NOTE R e
FOR INFORMATION DISCLOSURES vVector croerme

Please note that this explanatory note does not form part of the audited
information disclosures set out below.

2012 INFORMATION DISCLOSURES

Vector Limited has prepared the accompanying 2012 disclosure information in
respect of Vector’s electricity distribution business. This information has been
prepared in accordance with the Electricity Distribution (Information Disclosure)
Requirements 2008.

While it was expected that the new information disclosure requirements would be
applied for reporting in respect of the year ended 31 March 2012, this has not
happened. On 29 August 2012 the Commerce Commission made a final decision
that Vector’s annual disclosures for the 2012 disclosure year would be made, as
in previous years, under the Electricity Distribution (Information Disclosure)
Requirements 2008. Annual disclosures for the disclosure year ending 31 March
2013 and subsequent years will be made under the new information disclosure
determinations made by the Commerce Commission under the Commerce Act
1986.

BASIS OF PREPARATION

Given that these disclosures are not prepared on a basis consistent with the
input methodologies they are of limited value in assessing the performance of
the business. The financial statements have little relevance for the
determination of prices that will apply from 1 April 2013, as these have been
determined in accordance with a recent Commerce Commission price reset
decision that does apply the input methodologies.

Disclosure under the input methodologies would include the following key
differences, relative to the current information disclosure requirements:

° The treatment of capital contributions, affecting both revenue recognition
and regulated asset base value;

° The definition of pass through and recoverable costs;

. The approach to accounting for tax, i.e the deferred tax approach rather
than the cash tax approach;

o Use of the accounting based allocation approach, rather than the avoidable
cost allocation method, for the allocation of non-directly attributable costs

o Inclusion of adjustments to the opening regulated asset base value
permitted under the input methodologies; and

o Different assumptions for leverage and different mechanisms for estimating
the risk free rate and the value of the debt premium.
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Independent Assurance Report

To the Directors of Vector Limited

REPORT ON VECTOR LIMITED’S COMPLIANCE WITH THE ELECTRICITY
DISTRIBUTION (INFORMATION DISCLOSURE) REQUIREMENTS 2008 FOR THE
FINANCIAL YEAR ENDED 31 MARCH 2012

KPMG is the auditor of Vector Limited (the company) engaged to provide an opinion on the
compliance of the attached reports on pages 2 to 28 prepared by Vector Limited with the
Commerce Commission’s Electricity Distribution (Information Disclosure) Requirements 2008
(the Requirements) for the financial year ended 31 March 2012. In this independent assurance
report the attached reports are called the ‘disclosure information’.

Respective Responsibilities

The Board of Directors is responsible for preparing disclosure information which complies with
the Requirements.

Clause 10 of the Requirements requires KPMG to provide an opinion that the disclosure
information prepared by Vector Limited has complied in all material respects with the
Requirements for the financial year ended 31 March 2012.

Use of this Independent Assurance Report

This independent assurance report has been prepared solely to provide assurance that the
disclosure information prepared by Vector Limited complies with the Requirements for the
financial year ended 31 March 2012. This independent assurance report is not intended to be
used for any purposes, other than that for which it was prepared.

Scope and Limitations of the Engagement

We conducted the engagement in accordance with the International Standard on Assurance
Engagements (New Zealand) 3000: Assurance Engagements Other than Audits or Reviews of
Historical Financial Information and the Standard on Assurance Engagements (New Zealand)
3100: Compliance Engagements issued by the New Zealand Institute of Chartered Accountants.

This independent assurance report provides assurance that the disclosure information prepared by
Vector Limited complies with the Requirements. Vector Limited’s Annual Compliance Statement
in respect of the default price-quality path prepared for the period 31 March 2012 for the purposes
of clause 11 of the Commerce Act (Electricity Distribution Default Price-Quality Path)
Determination 2010 (“the Determination™) has been subject to audit. The audit opinions on the
financial statements of the company for the year ended 30 June 2012 and Annual Compliance
Statement of Vector Limited for the year ended 31 March 2012 were unqualified and were dated
23 August 2012 and 6 June 2012 respectively.



Our work has been planned and performed to obtain all the information and explanations we
considered necessary in order to obtain reasonable assurance that the disclosure information has been
presented in all material respects in accordance with the Requirements. Material misstatements,
whether caused by fraud or error, are differences or omissions of amounts and disclosures that
would affect a user’s overall understanding of the disclosure information prepared by Vector
Limited.

Because of the inherent limitations in evidence gathering procedures, it is possible that fraud,
error or non-compliance may occur and not be detected. As the procedures performed for this
engagement are not performed continuously throughout the financial year and the procedures
performed in respect of Vector Limited’s compliance with the Requirements are undertaken on a
test basis, our engagement cannot be relied on to detect all instances where Vector Limited may
not have complied with the Requirements. Our opinion has been formed on the above basis.

Basis of Opinion

Our work in respect of any historical financial and non-financial amounts and disclosures that
were audited under the financial statement and Annual Compliance Statement audit has been
limited to agreeing the amounts and disclosures to the underlying records and audited financial
statements or Annual Compliance Statement of Vector Limited.

Our work in respect of historical financial and non-financial amounts and disclosures that were
not audited under the financial statement and Annual Compliance Statement audits has been
planned and performed to obtain all the information and explanations we considered necessary in
order to obtain reasonable assurance that the disclosure information complies in all material
respects with the Requirements.

In the case of prospective financial and non-financial information our work has been limited to
assessing whether the information has been presented on a basis consistent with the regulatory
accounting or technical measurement requirements used for disclosures for the financial year
ended 31 March 2012 and the immediately preceding financial year, and that the prospective
financial and non-financial information has been calculated based on unaudited source data
provided by Vector Limited, whilst acknowledging it is likely that actual results will vary from
those forecasted, since anticipated events frequently do not occur as expected (and these
variations may be significant). We have not performed audit procedures on the source data,

Independence

When carrying out the engagement we followed the independence requirements of the New
Zealand Institute of Chartered Accountants. We also complied with the Independent auditor
provisions on independence, as specified in clause 2(1) of the Requirements.

Our firm has also undertaken the annual audit of Vector Limited’s financial statements and
Annual Compliance Statements and the regulatory audits of Vector Limited’s gas businesses.
Our firm has also provided other services to the company in relation to general accounting
services. The firm has no other relationship with or interest in Vector Limited.



Unqualified Opinions

We have obtained all the information and explanations we have required.

In our opinion, Vector Limited has:

Kept proper records to enable the compilation of the disclosure information, as far as
appears from our examination of those records;

Prepared disclosure information for the financial year ended 31 March 2012 that complies
with the Requirements;

Presented the historical financial information included in reports FS1, FS2, FS3, AV,
AV, AV3, AV4, MP2 and MP3 for the financial year ended 31 March 2012 that complies
with the Requirements, in all material respects;

Compiled the historical non-financial information included in reports MP1, MP2 and MP3
in accordance with the guidance issued pursuant to the Requirements, and has calculated
the historical non-financial information based on unaudited source data; and

Presented the prospective financial and non-financial information in reports AM1 and MP3
on a basis consistent with the regulatory accounting or technical measurement requirements
used for disclosures for the financial year ended 31 March 2012 and the immediately
preceding financial year, and has calculated the prospective financial and non-financial
information based on unaudited source data.

Our audit was completed on 20 February 2013 and our opinion is expressed as at that date.

Koul—

KPMG
Auckland
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SCHEDULE 13
FORM 1 - CERTIFICATE FOR DISCLOSED INFORMATION

Pursuant to Requirement 11(1)

We, mLCGVK}LUL &’L@@_VLU\ and AMigen &MQV\ ,
directors of Vector Limited, certify ﬂwat, having made all reasonable enquiry, to the
best of our knowledge, the following attached audited information of
Vector Limited prepared for the purposes of requirement 3, 4, 6 and 7(5) of the
Commerce Commission’s Electricity Distribution (Information Disclosure)
Requirements 2008 complies with those Requirements:

(i) Report FS1: Regulatory Profit Report;

(ii) Report FS2: Regulatory Asset and Financing Report;

(iii) Report FS3: Regulatory Tax Allowance Report;

(iv) Report AV1: Annual Regulatory Valuation Roll-Forward Report;

(v) Report AV2: Valuation Disclosure by Asset Class (for System Fixed Assets);
(vi) Report AV3: System Fixed Assets Replacement Cost Roll-Forward Report;
(vii)  Report AV4: Merger or Acquisition Regulatory Asset Base Disclosure;

(viii) Report MP1: Network Information Report;

(ix) Report MP2: Performance Measures Report;

(x) Report MP3: Price and Quality Report; and

(xi)  Report AM1: Expenditure Forecasts and Reconciliation,

Signature of Directors:

Date: 70 February 2013



Commerce Commission

Electricity Distribution (Information Disclosure) Requirements
Report Schedules

Schedules 2 to 13

31 March 2012
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Electricity Distribution (Information Disclosure) Requirements - Schedules

Vector Group
Electricity Distribution Business

Supplementary Note:
FS1 Expenses

Avoided Transmission Charges - payments to parties other than Transpower (Row 31) include payments
of $6.3 million made to the Energy Clearing House for voltage support.

FS1b Additional Related Party Information

The electricity distribution business has purchased vegetation management services of $5.1 million
(31 March 2011: $5.1 million) from Treescape Limited, which is an associate company of the Vector
group.

The electricity distribution business has purchased telecommunications services of $2.5 million
(31 March 2011: $2.4 million) from Vector Communications Limited.
<

4 FS1
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Electricity Distribution (Information Disclosure) Requirements - Schedules

Vector Group
Electricity Distribution Business

FS3a: Description of adjustments classified as "other"

31-Mar-12
$000

Other Permanent Differences - Non Deductible
Non deductible entertainment expenses 170
Non deductible professional expenses 238
408

Other Temporary Adjustments - Current Period

Provision for doubtful debts 3,146
Provision for employee entitlements and bonuses 3,320
Other provisions and accruals 4,031
Capital contributions (39,760)
(29,263)

Other Temporary Adjustments - Prior Period

Provision for doubtful debts 3,829
Provision for employee entitlements and bonuses 6,809
Other provisions and accruals 1,303
Capital contributions (18,845)

(6,904)

7 FS3a
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REPORT MP1: NETWORK INFORM.
Separate report required for each Non-Contiguous Network)

Electricity Distribution Business: Vector Group |

For Year
(enter “Total Business” or iame of network)

: 378 * 770

L or thar | 3346 | 7,189
) et & | 5370 9,565
(for Supply) _ _ ;

17,757

Dedicated Street Light!

498

4,460

Zone Substation Transfarmer 4,006 |Mys
System Fixed Asse i
A Syster
[otal Life

Estimated Proportion of Assets (by Replacement Cost) within 10 years of Total Life

Electricity demand

Estimated Control hed at Time of Maximum System Demand (MW)

Five-Year System Maximum Demand Groy

1ection Points

to 1P2

Electricity Supp ustomers’ Connection Points
Electricity Supp rgest 5 Connection Points
Electricity supplied other than to Largest 5 Connection Points

Load Factor

Number of Connection Points (at year end) fave
Intensity of service requirements
Density {Maximum Distribution Transfor emand / Tolal circuit length)
nsity {Electrcity Supplied to Customers’ Con (5 / Total circuit length)
Connection Point Density (ICPs / Total circult length).
Energy Intensity (Electricty Supplied to Customers' Connaction Points / IGP)

KPMG

14P1 Tachnical Infermation total
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JORK INFORMATION
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YRK INFORMATION
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LSt
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RT MP3: PRICE & QUALITY MEASURES
2port required for each Non-contiguous Network)

Electricity Distribution Business: | Ve Group

Network Name: Vector Group
?}_w?ﬁ}j,ﬂ.s:;}i Annual Disclosure - Requirement 6(1)

|QUALITY

Interruptions
] tions by class.

ts for Forec:

s interruption targets for 5 Forecast Years
Class C ,

Class C interruptions restored

2012
2018
2013-2017

SAIDI . CAIDI

N TAT KT 5

i SAID] SAIFI CAIDI
e 735 | o3 7504

for Forecast Yeal SAID| SAIFI GAIDI

Average targets for 5 Forecast Years SAID] SAIFI CAIDI
Class B 17.01 197.79
Class € 96.99 1.57 61.78

[PRICES

Price information by Connection Point Class

;%kmg(_-;akq,r}: oint Class

. from F51
tricity Supplied to rom MP1
Number of Connection Points (ICPs earend 10 om 1P

Unit Price {cent:

X k i 2, 7

MPZ Price & Quality Total
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kVA based breakpoints

21 11P3 Price & Quality Total
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For | ﬁv\it "'f. n-contiguous Network)

Electricity Distribution Business:| Vector Group

B, , 2012
Network Narme: Vector Group - Auckland
Disclosure:] _Annual Disclosure - Requirement 6(1

rupiions by

2013-2017 Curren F‘!!‘T‘ cial Y
450 flame

<3Hrs -3hrs
s 140
otal nur s for Current Final ; 12,56 i
The total number o { for the Forecast Year 12.56 i 2013

The average annual nurr ults forecast for the 5 Forecast Years 12.56 20132017

Fault Information per 100 circuit kilemetres by Voltage

= 50KV & BBKY 266KV
DB system?

22kV non-
SV ‘{q‘_\l
-

SAIDI

ity SAIFI
number of interrupticns 5008 | 067

erruption class SAID SAIFI CAIDI
425 ‘m 109.50

SAIDI SAIF CAID|
ﬁmﬁm

53] 097 3t

DI SAIFI CAIDI
223.00
057

|PRICES
Price information by Connection Point Class

Connection Point Class

Largest 5

1 Gonnection
| P Total

. rge income ($000) 171
Electricity Supplied to Customers' Connection Points (MWh) _ 1.998. .9 5,794, 450
Number of Connectior -Il"’f},rtir’f} aty

‘Relative Unit Price Index

11P3 Price - Auckland
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kVA based breakpoints

23 1P Price - Auckland
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LITY MEASURES

REPORT MP3: F
Non-contiguous Network)

(Sepa report required for e

Electricity Distribution

Vector Group - Nrthern Lichfield

Networ

Disclosur Annual Disclosure - Requirement 6(1

{QUALITY

»tion targets for Forecast Year

nterruption targets for 5 Forecast Years
35S
Class €

>3hrs

Class C interruptions restored within

Stal number of faults for Ct
number of faul

I this voltage part of th
Current Financial Year
Forecast

Average annual for & Forecast Years

Fault Information per 100 circuit kilometres by Voltage and

Underground

number of interruptions

ility by interruption clas:
r Forecast Yeal

age targets for 5 Forecast Years
|
|PRICES

Price information by Connection Point Class

Electricity Supplie
Nu

 ieoaz| 1ol

3Hrs.

16.75 i o
16.75 T
16.75 2013:2017

B33kV. 50KV & 66KV
YN
[ 2o

SWER

CAIDI
88.70

SAIDI  SAJF

SAIFI CAID

SAIDI

| a8

SAIDI SAIF CAIDI
3970 020 19850
157.59
SAIl  SAIF CAIDI

_ 3970]  020] 19850 |

Connection Point Class

| Total
2,616,469
210,718
23 ;

7.7

1P3 Price - Northern




Electricity Distribution ( ion Discl ) Requi - Schedules

kVA based breakpoints

25 MP3 Price - Norhern



Electricity Distribution (Information Disclosure) Requirements - Schedules

Subtransmission customers excluded from distribution transformer capacity values

The distribution transformers of three subtransmission-supplied customers have been excluded from the Distribution Transformer Capacity fields
(rows 35-36 of MP1) as per the Requirements.

The excluded capacities include the following locations:
+ the EBD-owned distribution transformers at the Lichfield Cheese Factory (20.45MVA) based in Vector’s Lichfield region;

- the customer-owned distribution transformers at the Pacific Steel (80MVA) based in Vector's Auckland region; and
- the customer-owned distribution transformers at Auckland International Airport Ltd (30MVA) based in Vector's Auckland region.

Distribution transformer capacity utilisation

Clause 17(4) of the Information Disclosure Requirements requires a note explaining which approach to 'Distribution Transformer Capacity
Utilisation’ calculation has been adopted. Vector's methodology is consistent with the Electricity Distribution (Information Disclosure) Requirement
2008.

Interruptions by class

Note that there were no Class F interruptions (non-network unplanned interruptions of generation). All unplanned interruptions which affected both
Vector customers and non-network generation have been classified as Class C {unplanned interruptions on the network).

Forecast methodology

Targets and forecasts submitted in the ‘Annual disclosure’ MP1 and MP3 documents are derived using the following methods (note that historical
Wellington region statistics are excluded from these calculations):

+ Class B interruption targets (rows 25 & 29 of MP3) equal the current year's interruption count. This is a change from the previous year's
methodology, in which Class B interruption targets were defined as the median of the previous five years. The new methodology more accurately
reflects current operational practices;

+ Class C interruption targets (rows 26 & 30 of MP3) are derived by listing the past 5 year's interruption frequency by network region and interruption
class then taking the median of these values. To remain consistent, the ‘Interruption targets for forecast year' (rows 25-26 of MP3) are equal to the
‘average interruption targets for 5 forecast years’ (rows 29-30 of MP3);

* The forecast number of faults per 100 circuit kilometres (rows 38-39 of MP3) is derived by listing the network’s fault frequency over the past 5
years, taking the median of these values and dividing by the total circuit length. For consistency, the forecast for the next reporting year (row 38 of
MP3) is equal to the forecast for the next 5 years (row 39 of MP3);

* The forecast number of faults per 100 circuit kilometres by voltage type (rows 45-46 of MP3) are derived by listing the network’s fault frequency by
voltage level over the past 5 years, taking the median of these values and dividing by the circuit length of the appropriate voltage. For consistency,
the forecast for the next reporting year (row 45 of MP3) is equal to the forecast for the next 5 years (row 46 of MP3); and

+ SAIDI and SAIFI forecasts (rows 62-63 & 66-67 of MP3) are consistent with Vector's electricity quality threshold targets. Specifically, they are the
average SAIDI and SAIFI values for the Vector electricity network (excluding Transpower and historical Wellington outages) for the period from 1
April 2004 to 31 March 2009.

Maximum demand growth forecast

The maximum demand growth forecast values (row 67 of MP1) are based upon growth trends predicted by Vector's load forecast model. Inputs to
this model include Council population growth predictions, histerical trends and known future load centres. The load forecast is performed annually.
Vector's Asset Management Plan also incorporates these predictions.

Note that during this reporting year & cold snap resulted in an unusually high maximum demand figure. Using this year's demand as the starting
point for forecast calculations would result in an unrealistically low forecast for “five year system maximum demand growth” so this value is
excluded.

Breakdown of revenue by connection point class in MP3

Revenue disclosed is consistent with that recognised in the Financial Accounts for the period April 11 to March 12 (Disclosure Period).

The existing management reporting segmented structure (Residential, SME and |1&C) has been directly mapped to the 'Small, Medium and Large
Connection Points' definition required in the disclosure. As such, residential connections (defined as being for the purpese of supplying a private
dwelling intended for occupation mainly as a place of residence and not normally used for any business activity) are disclosed as small connections,
with medium being all non residential connections less than or equal to 69kVA and large as being all connections greater than 69kVA.

26 Assumptions
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Vector Group
2012

22,110 25.000 24.600 24,600 24,600 24,600
34,352 56,100 47.500 40,200 46,800 37,200
1,869 6.900 6.600 5,100 4,400 4.400
54,460 65.900 69,600 63,200 £3.700 59,000
11,815 25,200 22.300 19,200 18,400 18.300
124,606 179,100 170,600 152,400 158.000 143,500
19,972 19,600 19.800 19,700 19.800 19.900
10,805 11,600 12,000 11.200 11.800 11,000
8,525 13.000 13,000 13 200 13,100 13,200
39,402 44,200 44,800 44,800 44,900 44,100
164,008 223,300 215,400 197,200 202,900 187,600
3,249 13.200 13.200 13,200 13.200 13,200

22,110 21.800 2.4%

34,352 55,500 38.1%

1,869 3.400 -45.0%

54,460 56,800 -2.6%

11,815 25,800 -54.2%

124,606 162,200 -23.2%

19,972 19,600 1.9%

10.805 11,800 -8.0%

8,525 13.000 -34.4%

39,402 44,200 -10.9%

164,008 206,400 -20.5%

27
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Table B of report AM1 compares actual expenditure for the current year against the previously forecasted expenditure for that year, split by
capital and operating expenditure. An explanation for variances more than 10% is provided below.

System growth

Expenditure on system growth was $34.3m on a farecast of $55.5m. The main reasons for the variances are:

Large customer expenditure

Actual expenditure of $6.6m compared to the forecast of $16.4m. The difference is due to the cancellation of a major upgrade ($5.1m) by the

customer. Other forecasted projects cancelled accounted for another $2m. A further $3.2m was the result of forecasted projects deferred or
delayed by the customer.

Network reinforcement expenditure

A reforecast of the Hobson GXP project resulted in the transfer of $3.7m of forecasted expenditure from Regulatory Year 2012 to Regulatory
Year 2013. The Waimauku substation upgrade project was slow commencing resulting in critical work being deferred until after the peak
winter electricity demand period. This resulted in a $1.3m slippage into Regulatory Year 2013. Delays in the settlement of substation land
purchases caused an under spend of $0.6m against forecast.

The provisional forecast for ducts was under spent by $1.7m, CBD 22kV rollout and conversion expenditure was below forecast by $2m due
to delays in the nominated projects while cancelled projects accounted for a further $0.9m unspent forecast.

Reliability, safety and environment

The apparent under-spending in the reliability, safety and environment capex category is mainly due to $1.3m transferred to fund the 22kV
Liverpool switchboard replacement (partly to improve reliability of supply to the CBD) and $0.4m to fund the distribution earth switch padlocks
replacement project (grouped under protection under the Vector accounting system).

Asset relocations (including overhead to underground conversion)

Expenditure on asset relocations (which include overhead to underground conversion) was $11.8m on a forecast of $25.8m. The main
reasons for the variances are:

Asset relocations

Relocations expenditure was $8.6m on a forecast of $11.7m. The key differences were an under spend of $4.7m on transport-related
projects due to project timing changes by the requiring authorities, and additional expenditure associated with the relocation of the sub-
transmission circuits at Wairau Rd substation (-$1.2m).

Overhead to underground conversicn

Expenditure on the overhead to underground conversion programme was $3.2m on a forecast of $14.1m. This was due to the environment
created by the Government Ultra-Fast Broadband (UFB) initiative. In particular the initiative diminished incentives for investing in copper
telecommunication networks, thus reducing opportunities to coordinate with Vector, which is necessary to achieve successful undergrounding
outcomes.

Fault and emergency maintenance

An allowance of $6m was made in the 2012 faults and emergency maintenance forecast to be capitalised to reflect the capital nature of the
repair works and in accordance with Vector's accounting policy. The actual amount of repairs and emergency maintenance work being
capitalised in the year was $10.5m which result in an apparent under spending in the faults and emergency category.
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