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2 Introduction

These Information Disclosure documents are submitted by Eastland Network Ltd pursuant to subpart 3 of Part 4A the

Commerce Act 1986 in accordance with

® The Electricity Information Disclosure Requirements issued 31 March 2004, consolidating all amendments to 31
October 2008,

®  The Electricity Distribution (Information Disclosure) Requirements 2008,
®  The Electricity Information Disclosure Handbook (as amended 31 October 2008), and

e The Handbook for Optimised Deprival Valuation of System Fixed Assets of Electricity Lines Businesses (30 August
2004)

Part 4A of the Commerce Act 1986 provides for a regulatory regime for electricity lines businesses, which inter alia sets out
provisions for an information disclosure regime in order to allow for public monitoring of lines business operations and
behavior. The purpose of the information disclosure regime is to promote the efficient operation of markets directly related
to electricity distribution and transmission services. This is to be achieved by ensuring that lines companies provide timely

and reliable information about their business activities and make that information publicly accessible for interested parties.

3 Structure of Eastland Network Ltd

For the purpose of regulatory compliance, Eastland Network Ltd is a “Distribution business” and must accordingly comply
with the regulatory requirements. Clause 6(1)(c) of the Electricity Distribution (Information Disclosure) Requirements
2008, requires Distribution businesses to submit separate MP1 and MP3 reports in relation to their consumer-controlled

parts of the network and their non-consumer controlled parts of the network

This requirement applies to Eastland Network Ltd because Eastland Network Ltd is Consumer-controlled by virtue of its
ownership by the Eastland Community Trust and that approximately 81% of Eastland Network’s consumers (by ICP
connection) are “Controlling consumers” (being the beneficiaries of the Eastland Community Trust). Therefore the

additional requirements are triggered in respect of Eastland Network’s Distribution business.



4 Schedules

4.1 Financial Statements

4.1.1 FS1 - Regulatory Profit Statement
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FS1b - Related Party Expenditure
Eastland Generation Limited

Eastland Generation Limited (Eastland Generation) is a company within the Eastland Group, and is a related party of
Eastland Network Limited (Eastland Network).

At 01 April 2010, Eastland Network transferred a 5SMW hydro station at Waihi, and six 1MW diesel generators and one
0.5MW diesel generator to Eastland Generation. These assets were transferred via Eastland Infrastructure Limited (now
named Gisborne Airport Limited) at their net book value on 01 April 2010 of $10,365k.

Eastland Network continues to maintain the hydro station and the diesel generators; which the maintenance costs are then
on charged to Eastland Generation with a 10% premium attached.

During the year ended 31 March 2011, Eastland Network expensed $165k of maintenance charges relating to Eastland
Generation. Subsequently, Eastland Network on charged $181k to Eastland Generation for these expenses incurred which

resulted in a profit of $16k.

During the year ended 31 March 2011, Eastland Generation provided avoided transmission services of $2,438k to Eastland
Network. Historically these have not been a related party charge, as Eastland Network previously owned the embedded
generation plant.

As at 31 March 2011, there were outstanding balances payable between Eastland Generation and Eastland Network.

Eastech Limited

Eastech Limited (Eastech) is a company within the Eastland Group, and is a related party of Eastland Network. Eastech

provides contract services to maintain, develop and service the network.

During the year ended 31 March 2011, Eastech provided maintenance services to Eastland Network to the value of $748k,
and capital works to the value of $1,371k.

The capital works was spent in following regulatory fixed asset categories:

Subtransmission $9k
Distribution & LV Lines $1,228k
Distribution & LV Cables $51k
Distribution Substations & Transformer $27k
Distribution Switchgear $56k

During the year ended 31 March 2011, Eastland Network provided customer connection sales to Eastech of $22k.

Eastech operates its workshop in a building owned by Eastland Network. During the year 31 March 2011, Eastech paid rent
to Eastland Network of $35k. This is not included in the regulatory profit statement.

As at 31 March 2011, Eastech had an outstanding balance of $2k payable to Eastland Network.



On 1 April 2010, Eastland Group undertook a structural registration of the companies within the Group.

Up to 31 March 2011, Eastland Infrastructure was the management company within the Group and employed all staff. It
also holds leases with the Gisborne District Council for the management of operation of Gisborne Airport.

On 28™ of February 2011, Eastland Infrastructure Limited was renamed Gisborne Airport Limited, and on the 1 of April

2011, all staff contracts were transferred to Eastland Group Limited.

Eastland Infrastructure Limited (Eastland Infrastructure) provides corporate services to Eastland Network and rents it's

office space from Eastland Network.

During the year ended 31 March 2011, Eastland Infrastructure paid $80k of rent to Eastland Network; and Eastland
Network paid $2,338k of management services fees to Eastland Infrastructure. These are not included in the regulatory

profit statement.

As at 31 March 2011, Eastland Infrastructure had an outstanding balance of $7,542k payable to Eastland Network, and
includes the amount payable for the generation assets transferred to Eastland Generation. The outstanding balance is not

regulatory related.



4.1.2 FS2 - Regulatory Asset & Financing Statement
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4.1.3 FS3 - Regulatory Tax Allowance Calculation

Eastland Network
2011

11,173

»
b3

=
-

Y

Other Permanent Differences - Not-Deductible: This is made up of $9k of 2010 statutory fines that w ere not included in the 2010 tax calc, less $6k of non-
deductible legal expenses over-provided for in 2010. There are no non-deductible expenses this year.

Other Temporary Adjustments - Current Period: This is made up of the 2011 provisions for enployee leave of $151k, the staff bonuses of $90k, and
termination gratuities of $80k, less $119k of the 2010 overprovision for these employee provisions in the 2010 tax calc; plus ($706k) temporary difference
on capital contributions.

Other Temporary Adjustments - Prior Period: This is made up of the 2010 provisions for employee leave of $147k, and the termination gratuities of $30k.




4.2 Asset Valuation

4.2.1 AV1 - Annual Regulatory Valuation Roll-Forward Report
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4.2.2

AV2 Regulatory Valuation Disclosure by Asset Class

2011

]
(1,608)
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4.2.3

AV3 - System Fixed Assets Replacement Cost Roll-Forward Report

Eastland Network
2011

112,186
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4.2.4 AV4 - Business Merger, Acquisition or Sale - Regulatory Asset Base Disclosure

Eastland Network Limited
NO DISCLOSURE REQUIRED




4.3 Network Performance

4.3.1

MP1 - Network Information - Total Business
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Eastland Network Limited

Total Business
Annual Disclosure - R irement 6(1

8

~[88
©

N =

8

-8R

2,406 2,538
3,273 _ﬂ]_ml

13 20

I

383 2%
0%
21%
8%

692
270

3,273 100%

o P
s

N
w
N[

J

N
©

E—
|
I
]
]
|

N
o

~|e 2 2
NI I
3




4.3.2

MP1 - Network Information - Gisborne
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astland Network Limited
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4.3.3

MP1 - Network Information - Wairoa
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4.3.4

Note:

MP2 - Performance Measures

astland Network Limiteq
2011

1
7 3
Not defined - 215

4
4 4
Not defined 0% 99%

90,738

103,255

Previous year information has been extracted from previous Information Disclosure FY 2009/10, i.e. data for the
years 2005/06, 2006/07, 2007/08, and 2008/2009 have been calculated with the approach as defined in the
Original Requirements. In previous years, no differentiation between “EDB-owned” and “Non-EDB-owned”
transformer capacity was made.

Current Financial Year information for the line items called “Operational Expenditure Ratio”, “Capital Expenditure
Ratio”, “Return on Investment”, "Capital Expenditure Growth Ratio”, and “Renewal Expenditure Growth Ratio” is

automatically generated in the templates.
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4.3.5

MP3 - Price and Quality Measures - Total Business
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nual Disclosure - Requirement 6(1
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kVA based breakpoints
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4.3.6

MP3 - Price and Quality Measures - Gisborne
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4.3.7

MP3 - Price and Quality Measures — Wairoa
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4.4 Asset Maintenance and Expenditure

4.4.1

AM1- Expenditure Forecasts and Reconc

Eastland Network

2011

78 95 95 95 95 95
643 1,342 1,132 1,027 1,274 1,541
84 168 105 163 95 436
3,801 4,255 4,470 4,486 4,338 3,766
- 52 52 52 52 52
4,606 5,912 5,854 5,823 5,854 5,890
1,019 1,537 1,537 1,337 1,337 1,337
143 230 230 230 230 230
937 987 987 987 987 987
2,099 2,754 2,754 2,554 2,554 2,554
6,705 8,666 8,608 8,377 8,408 8,444
141 158 158 158 158 158

Overhead to Underground Conversion Expenditure has been budgeted in it's entirety w ithin the “Capital
Expediture: Asset Replacement & Renewal” budget.

Capital Ex di

:C

78 95 -17.9%
643 1,079 -40.4%
84 116 -27.6%
3,801 4,198 -9.5%
- 53 -100.0%
4,606 5,541 -16.9%
1,019 1,537 -33.7%
143 230 -37.8%
937 987 -5.1%
2,099 2,754 -23.8%
6,705 8,295 -19.2%

Ci

Less customer connections were

required/requested from thrid parties than forecasted for, which resulted in
underexpenditure against budgeted contingency.
Capital Expenditure: System Growth: The Mahia sub transmission upgrade project
($450k project cost) was deferred due to unresolved resource consent/easement issues.
Capital Expenditure: Reliability, Safety & Environment: The actual cost of the
completed projects were less than the budgeted costs provided for each project by

approximately $30k.

Capital Expenditure: Asset Relocations: There were no territorial authority
requirements for asset relocations, and as a result there is no expenditure against the
budgeted contingency.

Operational Ex

&P

Due to resourcing

shortfalls, resources were deployed on Fault & Emergency work, and non-operationaly
critical Routine & Preventative maintenance was deferred - the resources were deployed
on higher priority fault work.

Operational Ex

: Refur

& Renewal Mai

: Due to

resourcing shortfalls, resources were deployed on Fault & Emergency work, and non-
operationaly critical Refurbishment & Renewal maintenance was deferred - the
resources were deployed on higher priority fault work.

30



5 Transitional Provisions

Requirement Part 4 14(7)

2011 2010 2009 2008 2007
Direct line costs per kilometre 914 960 804 655 799
Direct expenditure 3,341,357 3,516,239 2,947,612 2,431,553 2,913,212
System length (km) 3,654 3,662 3,665 3,654 3,647
Indirect line costs per consumer 97 91 125 98 87
Indirect expenditure 2,483,823 2,323,159 3,169,596 2,475,527 2,182,406
Total consumers 25,514 25,432 25,300 25,196 24,962
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6 Assumptions and Explanatory Notes

FS1 -3

Eastland Network has applied the avoidable cost allocation methodology (ACAM) approach for the allocation of costs, assets

and liabilities between the regulated business and other activities of Eastland Group; owner of Eastland Network. ACAM has

been applied as described in the Electricity Information Disclosure Handbook 31 March 2004.

Eastland Network is treated as a separate regulated standalone business, within Eastland Group.

Costs, Assets, and Liabilities have been allocated on the following basis:
o Direct allocation of all financial statement items which are directly attributable to Eastland Network’s operations as an
electricity lines business.
e For any components of Eastland Group’s financial statement items that are not directly attributable, but are deemed
non-avoidable to the operations of Eastland Network; the components are allocated by:
. Assessing the proportions of these items between avoidable and non-avoidable components; and

. Allocating the non-avoidable components to Eastland Network’s regulatory profit statement.

All remaining costs, assets and liabilities not allocated to Eastland Network are allocated to other businesses within the

Eastland Group.

AVl -3
Eastland Network has decreased the regulatory value of system assets due to a change in asset register information by
$1,608k in the 2011 Information Disclosures (refer AV1). The Standard Replacement Cost effect of this change in asset

register information was a reduction in the value by $5,768k (refer AV3).

The adjustment was as a result of the discovery of a humber of private assets that were found in the regulatory system

fixed asset base.

AM1: Capital Expenditure by Category Class

Figures relating to the five year forecasts of capital expenditure have been obtained from the most recent Asset
Management Plan (AMP), and then uplifted by a 5% overhead allocation which is allocated to all assets when capitalised,
under Eastland Group policy.

The figures in the AMP do not factor this overhead allocation in. The effect of this allocation is as follows:

[ 2010/11 I 2011/12 [ 2012/13 [ 2013/14 I 2014/15 [ 2015/16 |
AMP Incl5% | AMP | Incl5% | AMP | incd5% | AMP Incl5% | AMP | Incl5% | AMP | incl5% |
Capital Expenditure
Customer Connection 90,000 94,500 90,000 94,500 90,000 94,500 90,000 94,500 90,000 94,500 90,000 94,500
System Growth 1,028,000 1,079,400 1,278,000 1,341,900 1,078,000 1,131,900 978,000 1,026,900 1,213,000 1,273,650 1,468,000 1,541,400
Asset Replacement & Renewal 3,999,000 4,198,950 4,052,000 4,254,600 4,257,000 4,469,850 4,272,000 4,485,600 4,132,000 4,338,600 3,587,000 3,766,350
Reliability, Safety and Environment 110,000 115500 160,000 168,000 100,000 105,000 155,000 162,750 90,000 94,500 415,000 435,750
Asset Relocations 50,000 52,500 50,000 52,500 50,000 52,500 50,000 52,500 50,000 52,500 50,000 52,500

5,277,000 5,540,850 5,630,000 5,911,500 5,575,000 5,853,750 5,545,000 5,822,250 5,575,000 5,853,750 5,610,000 5,890,500

O/H to U/G Conversion Expenditure 150,000 157,500 150,000 157,500 150,000 157,500 150,000 157,500 150,000 157,500 150,000 157,500
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INDEPENDENT ASSURANCE REPORT

TO THE READERS OF EASTLAND NETWORK LIMITED’S

REPORT FOR THE FINANCIAL YEAR ENDED 31 MARCH 2011 R EGARDING EASTLAND
NETWORK LIMITED’'S COMPLIANCE WITH THE ELECTRICITY DISTRIBUT ION
(INFORMATION DISCLOSURE) REQUIREMENTS 2008

The Auditor-General is the auditor of Eastland Network Limited (the company). The Auditor-
General has appointed me, Bruno Dente, using the staff and resources Deloitte, to provide an
opinion, on her behalf, on the company’s report for the financial year ended 31 March 2011 on
pages 4 to 32 regarding compliance with the Commerce Commission’s Electricity Distribution
(Information Disclosure) Requirements 2008 (the Requirements). In this independent assurance
report we refer to the company’s report as the ‘disclosure information’. The disclosure
information comprises both historical and prospective financial and non-financial information.

Respective responsibilities

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

Clause 10 of the Requirements requires the Auditor-General to provide an opinion on whether
the disclosure information prepared by the company complies with and is presented in all
material respects in accordance with the Requirements.

Limitations and use of this independent assurance r eport

This independent assurance report has been prepared solely to discharge the Auditor-General’s
responsibilities under the Requirements for the financial year ended 31 March 2011. This
independent assurance report is not intended to be used for any purposes, other than that for
which it was prepared.

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 the company’s compliance with the Requirements are undertaken on a
test basis, our engagement cannot be relied on to detect all instances where the company may
not have complied with the Requirements. Our opinion has been formed on the above basis.

Basis of opinion

The company'’s financial statements and annual compliance statement prepared pursuant to
the Commerce Act (Electricity Distribution Default Price-Quality Path) Determination 2010 for
the year ended 31 March 2011 have been subject to audit. The audit opinions on the financial
statements and default price-quality path compliance statements of the company for the year
ended 31 March 2011 were unqualified opinions and were dated 29 June 2011.

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
complies with and has been presented in all material respects in accordance with the Requirements.
We also included an assessment of the significant estimates and judgments, if any, made by the
company in the preparation of the disclosure information.

A matter is material if it would affect a user’s overall understanding of the disclosure information
prepared by the company.



Deloitte

Historical financial and non-financial information

Our work on the historical financial and non-financial information has been carried out in
accordance with the International Standards on Auditing, International Standards on Auditing
(New Zealand) and the Standard on Assurance Engagements (New Zealand) 3100: Compliance
Engagements issued by the New Zealand Institute of Chartered Accountants.

Our work in respect of amounts and disclosures that were audited under the financial statement
and annual compliance statement audits has been limited to agreeing the amounts and
disclosures to the underlying records and audited financial statements or the annual
compliance statement of the company.

Our work in respect of amounts and disclosures that were not audited under the financial
statement and the 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 has been presented in all material
respects in accordance with the Requirements.

Prospective financial and non-financial information

Our work on the prospective financial and non-financial information 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 2011 and the immediately preceding financial year, and that the information
has been calculated based on source data provided by the company. We have not performed
audit procedures on the source data.

We acknowledge that it is likely that actual results will vary from those forecasted, since
anticipated events frequently do not occur as expected (and those variations may be
significant).

Independence

When carrying out the engagement we followed the independence requirements of the Auditor-
General, which incorporate 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.

Other than the engagement and the annual audit of the company’s financial statements and the
annual compliance statement carried out on behalf of the Auditor-General, we have no
relationship with or interests in the company.
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Opinion
We have obtained all the information and explanations we have required.
In our opinion:

- the company has kept proper records to enable the complete and accurate compilation
of required information, in all material respects, as far as appears from our examination
of those records; and

- the disclosure information prepared by the company for the financial year ended 31
March 2011 complies with the Requirements.

Historical Financial and Non-Financial Information
In our opinion, the company has:

- presented the historical financial information in reports FS1, FS2, FS3, AV1,
AV2, AV3, AV4, MP2, MP3 and AML for the financial year ended 31 March 2011 in all
material respects in compliance with the Requirements, and

- compiled the historical non-financial information included in reports MP1, MP2 and
MP3 in accordance with the guidance (if any) issued pursuant to the Requirements,
and has calculated the historical non-financial information based on un-audited source
data provided by the company.

Prospective Financial and Non-Financial Information
In our opinion, the company has:

- 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 2011 and the
immediately preceding financial year; and

- calculated the prospective financial and non-financial information based on un-audited
source data provided by the company.

Bruno Dente

Deloitte

On behalf of the Auditor-General
Hamilton, New Zealand

27 July 2011

Matters relating to the electronic publication of t he audited disclosure information

This audit report relates to the electronic publication of the disclosure information of Eastland Network Limited’s Electricity Lines
Business for the year ended 31 March 2011.

We have not been engaged to report on the integrity of any website on which the disclosure information has been published. We accept
no responsibility for any changes that may have occurred to the disclosure information since it was initially approved and published.

This audit report refers only to the disclosure information named above. If readers of this audit report are concerned with the inherent
risks arising from electronic data communication they should refer to the original published hard copy of the disclosure information and
related audit report dated 27 July 2011 to confirm the information included in the disclosure information published on this website.
Legislation in New Zealand governing the preparation and dissemination of financial information may differ from legislation in other
jurisdictions.



8 Director’s Certificates

8.1 Certificate for Disclosed Information

We, Roger Neil Taylor and John McFayden Rae, directors of Eastland Network Limited certify that, having made all

reasonable enquiry, to the best of our knowledge, the following attached audited information of Eastland Network 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;

(i) Report FS2:
(iii) Report FS3:
(iv) Report AV1:
(v) Report AV2:
(vi) Report AV3:
(vii) Report AV4:
(viii) Report MP1:
(ix) Report MP2:
(x) Report MP3:

(xi) Report AM1:

¥ ()

¢

/

Regulatory Asset and Financing Report;

Regulatory Tax Allowance Report;

Annual Regulatory Valuation Roll-Forward Report;

Valuation Disclosure by Asset Class (for System Fixed Assets);
System Fixed Assets Replacement Cost Roll-Forward Report;
Merger or Acquisition Regulatory Asset Base Disclosure;
Network Information Report;

Performance Measures Report;

Price and Quality Report; and

Expenditure Forecasts and Reconciliation.

Roger Neil Taylor

27 July 2011

John McFayden Rae
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8.2 Certificate for Valuation Report

We, Roger Neil Taylor and John McFayden Rae, directors of Eastland Network Limited certify that, having made all

reasonable enquiry, to the best of our knowledge—

a) the attached valuation report of Eastland Network Limited prepared for the purposes of requirement 14(3) of
the Commerce Commission’s Electricity Distribution (Information Disclosure) Requirements 2008 complies with
those Requirements; and

b) the replacement cost of the line business system fixed assets of Eastland Network Limited is $187,619,000;
and

c) the depreciated replacement cost of the line business system fixed assets of Eastland Network Limited is
$87,482,000 and

d) the optimised depreciated replacement cost of the line business system fixed assets of Eastland Network
Limited is $86,184,000 and

e) the optimised deprival valuation of the line business system fixed assets of Eastland Network Limited is
$86,184,000; and

f) the values in paragraphs (b) through to (e) have been prepared in accordance with the ODV Handbook (as
defined in the Electricity Information Disclosure Requirements 2004). These valuations are as at 31 March
2004. /

Roger Neil Taylor John McFayden Rae
/
27 July 2011

37



