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SUPPLEMENTARY UNAUDITED INFORMATION

EXPLANATORY NOTE (UNAUDITED)

This is an explanatory note and does not form part of the audited Information Disclosures.

The purpose of this explanatory note is to provide the readers of these disclosures with a
greater understanding of the underlying profitability of the business that has resulted from a
significant increase in the regulatory value of system fixed assets due to the comprehensive
asset inspection programme that has been undertaken. These increases have been verified
by an independent engineer as part of the information request under sections 53ZD(d) and

53ZD(f) of the Commerce Act 1986.

The full increase has not been reflected within the Information Disclosure Reports due to the

unnecessary cost of obtaining additional assurances from external auditors, as this

adjustment is not required to be made under the current information disclosure regulations.

Horizon Energy are also applying within this explanatory note, a re-stated 2011 indexed
revaluation of system fixed assets that excludes any (approximate) impact resulting from the

increase in the GST rate from 12.5% to 15% on 1 October 2010.

Re-stated Return on Investment 2011
$m
Regulatory Profit / Loss as per the published Information Disclosure FS1 Reports 11.5
Less changes to depreciation and indexed revaluation of system fixed assets (1.9)
Plus resulting changes to the regulatory tax allowance 0.1
Re-stated Regulatory Profit / Loss (pre-financing and distributions) 9.7
less Interest Tax Shield Adjustment 0.8
Re-stated Adjusted Regulatory Profit 8.9
Regulatory Investment Value as per the published Information Disclosure FS2 Reports 94.3
Plus additional system fixed assets 9.5
Re-stated Regulatory Investment Value 103.7
Re-stated Return on Investment 8.54%
Comparatives to Prior Periods 2008 2009 2010 2011
Re-stated Return on Investment 8.02% 8.92%| 8.46% 8.54%
Return on Investment as per the published Information
Disclosure MP2 Reports 9.17%| 11.09%| 9.44%| 11.46%
Overstatement of published Return on Investment 1.16% 2.17%| 0.98% 2.91%
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INTRODUCTION

These Information Disclosure Reports are submitted by Horizon Energy Distribution Limited
pursuant to subpart 3 of Part 4A of the Commerce Act 1986 in accordance with:

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

e The Electricity Distribution (Information Disclosure) Requirements 2008,

e The Electricity Information Disclosure Handbook (as amended 31 October 2008); and

The Handbook for Optimised Deprival Valuation of System Fixed Assets of Electricity Lines
Businessess (30 August 2004)
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Other Permanent Differences - not deductible - entertainment expenses $12k, Temporary differences arising from provisions opening balance 1 April
2010 $489k, Temporary differences arising from provisions closing balance 31 March 2011 $684k
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Annual Disclosure - Requirement 6(1

179
63

1,455 1,635
1,019

o

[
3

T TR
5%
0%

1,919 100%

TR
 wewa s
 aawa@w) 25

N
N
>
o
&

~
©
~
g

o]
=]
©
a

[SEES]
N o

[e]
(5

N

©
=3

o
~
©

N
= o

n g
@A
® |~

=
o

N
NN
©|©

21,981




2011

Not defined

Not defined

Not defined

Not defined

66,759

75,912




Horizon Ene
Annual Disclosure - Requirement 6(1

.
ele|o
®|w |k

_90]
o4l 24

| _No | Yes | No | No |

2.80

-]
I 2.00
I
I

2.87

177.41 74.15

14.74 124.08
162.67

45.00 150.00
90.00 63.00

150.00

13,800 2,752
129,521 287,559
20,920

107 .

6
.2
1.00 0.87




kVA based breakpoints




7,957 9,370 9,230 10,433 10,453 10,226

Capital Expenditure: Customer Connection $33k, Capital Expenditure: Reliability, Safety and Environment
$307k
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INDEPENDENT ASSURANCE REPORT ON DISCLOSURE INFORMATION
To the Directors of Horizon Energy Distribution Limited

We have examined the attached reports (“the disclosure information”), which relate to disclosure
information prepared by Horizon Energy Distribution Limited (the Company) for the year ended 31
March 2011 and dated 11 August 2011 for the purposes of information requirements set out in clauses
3, 4(1), 6(1) and 7(5) of the Electricity Distribution (Information Disclosure) Requirements 2008 (“the
Requirements”). In this report the attached reports are called “the disclosure information”.

Directors’ Responsibilities
The Directors are responsible for preparing disclosure information which complies with the
Requirements.

Responsibilities of the Independent Accountant
It is our responsibility to express an independent opinion on the disclosure information and report our
opinion to you.

Basis of Examination

We conducted the engagement in accordance with the Standard on Assurance Engagements (New
Zealand) 3100: Compliance engagements issued by the New Zealand Institute of Chartered
Accountants.

Historical financial information included in reports FS1, FS2, FS3, AV1, AV2, AV3, AV4,
MP2, MP3 and AM1

Our procedures included examination, on a test basis, of evidence relevant to the historical amounts
and disclosures contained in reports FS1, FS2, FS3, AV1, AV2, AV3, AV4, MP2, MP3 and AM1 of the
disclosure information.

It also included an assessment of the significant estimates and judgements, if any, made by the
Company in the preparation of the disclosure information.

We planned and performed our examination of the disclosure information so as to obtain all the
information and explanations which we considered necessary, including for the purpose of obtaining
sufficient evidence to give reasonable assurance that the disclosure information has been prepared and
presented in accordance with the Requirements in all material respects. In forming our opinion we
also evaluated the overall adequacy of the presentation of supporting information and explanations in
the disclosure information.

Historical non-financial information included in reports MP1, MP2 and MP3

In relation to the historical non-financial information for the year ended 31 March 2011 which is
disclosed pursuant to clause 6(1) of the Requirements, we have undertaken procedures to provide
reasonable assurance that the amounts and disclosures in reports MP1, MP2 and MP3 have been:

¢ compiled in accordance with guidance issued pursuant to the Requirements; and

e calculated based on the source data provide by the Company. We have not performed audit
procedures on the source data.

Prospective financial and non-financial information included in reports MP3 and AM1
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

PricewaterhouseCoopers, 188 Quay Street, Private Bag 92162, Auckland 1142, New Zealand
T: +64 (9) 355 8000, F: +64 (9) 355 8001, www.pwc.com/nz
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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).

Relationship and Interests

We have no relationship with or interests in the Company other than in our capacities as auditors
under the Companies Act 1993, independent accountants providing an assurance opinion on the
disclosure information, and in the provision of other professional advisory and taxation services. We
are not aware of any relationships between our firm and the Company that, in our professional
judgment, may reasonably be thought to impair our independence.

Opinions

Unqualified Opinions
We have obtained all the information and explanations we have required. In our opinion:

o the disclosure information for the financial year ended 31 March 2011 complies with the
Requirements; and

e proper records to enable the complete and accurate compilation of the disclosure information
have been kept by the Company.

Historical financial information included in reports FS1, FS2, FS3, AV1, AV2, AV3, AV4,
MP2, MP3 and AM1

In our opinion, having made all reasonable enquiry, to the best of our knowledge the historical
financial information set out in the disclosure information in reports FS1, FS2, FS3, AV1, AV2, AV3,
AV4, MP2, MP3 and AM1 has been presented in all material respects in accordance with the
Requirements.

Historical non-financial information included in reports MP1, MP2 and MP3

In our opinion, having made all reasonable enquiry, to the best of our knowledge the historical non-
financial information included in reports MP1, MP2 and MP3 relating to the year ended 31 March 2011
in accordance with clause 6(1) of the Requirements has been:

a) compiled in accordance with guidance issued pursuant to the Requirements; and
b) calculated based on the unaudited source data provided by the Company.

Prospective financial and non-financial information included in reports MP3 and AM1
In our opinion, having made all reasonable enquiry, to the best of our knowledge the prospective
financial and non-financial information included in reports MP3 and AM1 in accordance with clauses
6(1) and 7(5) of the Requirements has been:

a) presented on a basis consistent with the regulatory accounting or technical measurement
requirements used for disclosures for the 31 March 2011 financial year; and

b) calculated based on the unaudited source data provided by the Company.
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Restriction on Distribution or Use

This report is made solely to the Company’s Directors in accordance with the Requirements. Our
assurance work has been undertaken so that we might state to the Company’s Directors those matters
which we are required to state to them in an independent assurance report issued in accordance with
the Requirements and for no other purpose. To the fullest extent permitted by law, we do not accept or
assume responsibility to anyone other than the Company’s Directors, for our assurance procedures, for
this report or for the opinions we have formed.

The assurance engagement was completed on 17 August 2011 and our unqualified opinions are
expressed as at that date.

%@C&wmw&c@efm

PricewaterhouseCoopers Auckland
17 August 2011



CERTIFICATE FOR DISCLOSED INFORMATION
Pursuant to Requirements 11(1)

We, Robert Tait and John McDonald, directors of Horizon Energy Distribution Limited certify
that, having made all reasonable enquiry, to the best of our knowledge, the following
attached audited information of Horizon Energy Distribution Limited prepared for the
purposes of requirements 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: Regulatory Asset and Financing Report;

(i) Report FS3: Regulatory Tax Allowances 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.

Date: 11 August 2011

éfohn McDonald

&



STATUTORY DECLARATION FOR PUBLICLY DISCLOSED INFORMATION
Pursuant to Requirement 13(1)

|. Robert Tait of Tauranga, being a director of Horizon Energy Distribution Limited, solemnly
and sincerely declare that having made all reasonable enquiry, to the best of my knowledge,
the information attached to this declaration is a true copy of information made available to
the public by Horizon Energy Distribution Limited under the Commerce Commission’s
Electricity Distribution (Information Disclosure) Requirements 2008.

And | make this solemn declaration conscientiously believing the same to be true and by
virtue of the Oaths and Declarations Act 1957.

Declared at Whakatane 11 August 2011

Robert Tait

before me:

CARL DAVID SCHREIBE
SOLICITQR "
WHAKATANE

A Solicitor of the High Court of New Zealand
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