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ENERGY PRICES "TAKE OFF" WHILE LINE CHARGES FALL 

16 September 2002 

On 13 September the Ministry of Economic Development again quietly released its latest analysis
of residential electricity prices. The analysis does not make good reading - it shows* that  for the
third  time in  a  row  average energy  prices  have jumped,  but  this  time  by 7% ,  and  for  both
incumbent and independent retailers. 

The data shows energy prices rising to their highest level since April 1998. Incumbent retailers'
energy charges are now; 

 22% higher than prior to competition and 
 16% higher than their competitors. 

Incumbent retailers are able to charge higher prices partly because of the natural reluctance of
consumers to switch suppliers. But a margin of 16%??! 

The analysis also shows that average line charges are 1% lower than four years ago in nominal
terms. After adjusting for inß ation, line charges have fallen by approximately 9% over the period.

* In fact the MED analysis does not directly disclose energy prices - it takes a simple subtraction of line charge from total retail price.
Why doesn't the MED show energy prices explicitly? Perhaps because Government owns most generation and retail activity and
isn't proud of their price increases? 

DUNEDIN ELECTRICITY LINE CHARGES NOT INCREASING 

29 August 2002 

"Dunedin Electricity's line charges are not increasing" said chairman Ray Polson today, responding
to questions about Contact Energy's 8% price increases in the Dunedin area. 

"Dunedin Electricity has not increased its Dunedin line charges since the 0.7% increase in 2000 to
pass  on  transmission  cost  increases,"  he  said.  "The  increase  announced  by  Contact  Energy  is
entirely related to other costs". 

Line charges make up approximately 41% of retail prices, so it takes a 13.5% increase in the other
component to cause an 8% increase in the total.. 

ENERGY PRICES JUMP AGAIN WHILE LINE CHARGES DECREASE 

19 July 2002 

On 10 July the Ministry of Economic Development quietly released its latest analysis of residential
electricity prices. The analysis does not make good news - it shows* that average energy prices of
incumbent retailers have jumped another 3%-5%, after the 4% jump disclosed in March. 

The data shows energy prices from incumbent retailers rising 3%, to their highest level (+15%)
since April 1998. However the biggest increase (5%) occurred for new retailers. Energy savings
available to  consumers by switching to  new retailers  have decreased to $4 per  annum, while
charges from incumbent retailers (who supply the majority of consumers) have risen by $81 per
annum since retail competition was introduced. The data shows that Incumbent retailers'  charges
are now 15% higher than prior to competition and 16% higher than their competitors. Incumbent
retailers are able to charge higher prices partly because of the natural reluctance of consumers to
switch suppliers but one wonders whether there isn't a more fundamental issue at work. 

The analysis  also  shows that  average line  charges  are  now 2% lower  than four  years  ago  in
nominal terms and signiÞcantly lower after adjusting for inß ation. 



* In fact the MED analysis does not directly disclose energy prices - it takes a simple subtraction of line charge from total retail price.
Why doesn't the MED show energy prices explicitly? Perhaps because Government owns most generation and retail activity and
isn't proud of their performance? 

PUBLIC COMMENT SOUGHT ON DE'S ASSET MANAGEMENT PLAN 

20 June 2002 

Dunedin Electricity has always invited comment on its Asset Management Plan from electricity
retailers and there have been two responses in past years that we can recall. Both in anticipation of
new industry  requirements  and  to  elicit  more  interest  in  the  AMP than  has  previously  been
apparent, Dunedin Electricity now publicly invites comment on its AMP, as follows: 

 Comments or suggestions for improvement on the current plan or draft replacement plan
should be sent by email to the Network Manager. 

 All comments received will be publicly posted on DE's website, along with identiÞ cation of
the author.  However,  we reserve  the right  to  edit  comments  and,  while  we may post
anonymous comments, we will not commit to doing so. 

 All comments posted will be publicly responded to on the website. 

DE THANKS SUPPORTERS, CONGRATULATES WINNERS 

13 June 2002 

Dunedin Electricity chairman Ray Polson today congratulated the Southland consortium on its
acquisition of Otago Power and thanked the people who supported Dunedin Electricity's ONE
OTAGO bid. 

"We regret that control of Otago Power will pass out of the province and hope that its customers
will be well served by the new owners," Mr Polson said. Otago Power today announced the sale of
its assets to the consortium after a hotly contested tussle for ownership over the past nine months. 

"Thousands of Otago people gave very strong support to our ONE OTAGO proposal and I thank
them for that," Mr Polson said. 

Dunedin Electricity would continue to concentrate on high-quality electricity distribution to the
people of  Dunedin and Central  Otago. It  was committed to making a positive contribution to
Otago and to the electricity distribution sector. "We have new neighbours and I look forward to
working constructively with them on the many areas of interest that we share," Mr Polson said. 

"We are very pleased that the asset sale delivered the best price to Otago Power shareholders, as
we always said it would. At the price that has been announced DE will not be raising its bid for
shares. We await liquidation of the company and distribution of the proceeds." 

DE LAUNCHES DEMAND MANAGEMENT PILOT
1 June 2002 

Dunedin  Electricity  spokesman  John  Walsh  announced  the  launch  of  Dunedin  Electricity's
Demand Management pilot  for  industrial  and large commercial  consumers today. Designed to
assist large consumers to reduce their line charges, by reducing their electrical demand at times
peak demand on Dunedin Electricity's distribution network,  the pilot  provides each registered
Demand Manager with; 

 access to network congestion forecasts, so they can plan to avoid network peaks, 
 daily access to their plant loadings on the network, so they can conÞrm that plant load

reductions have occurred and been measured, 
 and a daily-updated progress report on their plant's performance, in kilowatts and,  more

importantly, in dollars. 

The  pilot  is  designed  to  demonstrate  that  consumers  will  be  much  more  pro-active  about
managing their plant load, and thus their  electricity costs, if they can get quick feedback on their
success - and no feedback is quicker than seeing dollars saved, daily! 



Three businesses had signed up to join the pilot by 1 June, with others indicating interest. 

DE REMAINS "IN THE MARKET" AT $3.25 PER SHARE 
26 May 2002 

"Dunedin Electricity remains in the market at $3.25 per share but will wait & see what happens
over coming days before sending its full takeover offer to shareholders" Chairman Ray Polson said
today. "Events over the last few days were 'remarkable', to say the least, and we believe that it is
worth waiting a few days to see which way things develop" he said. 

On Wednesday afternoon Dunedin Electricity learned of a secret deal offered by the Southland
consortium to a select  group of  12 shareholders at  $3.25 per share (less any dividend paid)  -
Southland's current takeover offer is at $3.10 per share. The Takeovers Panel decided that the deal
was  questionable  and  issued  a  restraining  order  on  Electricity  Invercargill  and  The  Power
Company. "Our view is that the secret deal was a ßagrant breach of the Takeovers Code and we
will be arguing that at the hearing on Wednesday" said Mr Polson. 

"During Thursday Dunedin Electricity matched Southland's $3.25 per share offer, for remaining
shares  to  be  purchased  under  its  current  20% offer  and  we  said  that  we  would  also  match
Southland's indicated full offer of $3.25 per share. However on Friday the Southland consortium
surprised everyone by cancelling its $3.25 strategy and extending its current  takeover offer  at
$3.10. Having offered to pay $3.25, they then changed their minds" he said. 

"While this was going on,  Otago Power notiÞ ed us that  it  would be considering at  its  Board
meeting on Monday the payment of a special dividend to shareholders. Whether this dividend is
paid, and whether it is paid before or after the shares are transferred complicates share purchase.
We  will  await  the  Directors  decision  on  Monday  before  sending  our  takeover  offer  to
shareholders." 

"In the meantime we have some headroom in our 20% offer and shareholders wishing to sell their
shares can take up our offer at $3.25 per share (less any dividend paid). To do so they should
complete and return the ONE OTAGO form sent with my 7 May letter." 

SOUTHLAND CONSORTIUM "STALLED AND DESPERATE" 
23 May 2002 

Dunedin Electricity says the Southland consortium is stalled in its attempt to seize control of Otago
Power  and has  resorted  to  desperate  and illegal  manoeuvres.  "They  got  a  measure  of  come-
uppance  today  when  the  Takeovers  Panel  ruled  against  them for  the  second  time,"  Dunedin
Electricity Chairman Ray Polson said. 

"Their sneaky offer to 12 large shareholders shows how desperate they are. PowerNet is nowhere
near achieving control of Otago Power, and are trying to pressure, cajole, and tempt shareholders
using both fair means and foul," he said. 

Late  on  Wednesday,  PowerNet  asked  12  Otago  Power  shareholders  to  sign  a  conÞdential
agreement that  it  would pay 15 cents per share more than its current  full  takeover offer.  The
Takeovers  Panel  has  issued an interim restraining  order  to  prevent  PowerNet  "acting  on any
acceptances received in response to the letters". The Panel has ordered the consortium to a meeting
in Wellington next week to explain its actions. 

"PowerNet is showing contempt for Otago Power shareholders by trying to do an under-the-table
deal with large shareholders. The letter says shareholders will only get the higher price if the large
shareholders  immediately  accept  the  under-the  table  deal  and  also  agree  to  keep  it  secret.
PowerNet has been behaving badly and they got caught out again," Mr Polson said. 

"To our knowledge only one shareholder fell for this scam" said Mr Polson. 

The Takeovers Panel last week ruled that the Southland consortium had breached the Takeovers
Code when it improperly gained voting rights from shareholders by using a craftily worded power
of attorney form. They are required to write to all shareholders to correct their mistake. 



"Is this the sort of owner that the Otago community wants for its electricity infrastructure" asks Mr
Polson. 

DE INCREASES OFFER TO $3.25 PER SHARE 

23 May 2002 

Dunedin Electricity has increased its offer for Otago Power to $3.25 per share. 

"We will immediately pay $3.25 per share to anyone who accepts our offer for 20 per cent of Otago
Power and we will  match the Southland consortium's   full  takeover bid if  it  goes to $3.25 per
share," Dunedin Electricity Chairman Ray Polson said today. 

He said Dunedin Electricity was committed to making its ONE OTAGO merger proposal succeed.
Dunedin  Electricity  had  decided  to  offer  $3.25  after  PowerNet  tipped  its  hand on  what  it  is
prepared to pay with its sneaky offer to the top 12 Otago Power shareholders. 

"PowerNet's offer to small shareholders is at $3.10 and they tried to secretly offer big shareholders
$3.25 per share. We will not stand idle while they try to pull off fancy stunts like that," Mr Polson
said. 

Mr Polson said PowerNet was building a history of bad behaviour. It had treated Otago Power
Directors with contempt, used its inside position as Otago Power's manager to create delays and
roadblocks for other bidders, and had used the 'leaked' Giffney  report to attack Dunedin through
the media. 

"Otago people are overwhelmingly supporting our ONE OTAGO proposal and that has infuriated
PowerNet. Otago people have seen PowerNet's appalling behaviour. Few people will want trust it
with control of their electricity supply in future." 

RETAIL COMPETITION "GENERALLY MUTED" 
21 May 2002 

Dunedin  Electricity  Chairman  Ray  Polson  said  today  that  retail  electricity  competition  was
"generally muted". 

Responding to news that Trustpower  was raising prices in Central Otago, Mr Polson pointed out
that Dunedin Electricity had not raised distribution charges in Central Otago since purchasing the
network in 1999 and he noted that retail competition was generally muted in New Zealand. 

"Unlike the UK and elsewhere, where introduction of retail competition resulted in huge losses of
market share by the former monopoly supplier, New Zealand's experience is one of continuing
dominance " Mr Polson said. 

"Statistics  from  14  of  New  Zealand's  distribution  line  businesses  reveal  that  on  average  the
'incumbent' retailer has retained 86% market share after four years of retail competition. This does
not suggest a vigorous marketplace" he said. 

"Only  last  week  market  administrator  M-co  was  extolling  an  increase  in  the  rate  at  which
consumers switch retailers, after a long pause brought on by 'collapse' of retailers billing systems
after  last  winter's  price  crisis  caused  many  consumers  to  switch  supplier.  However  the  real
measure of competition is number of consumers held, and on this score competition is at best
muted". 

"Consumers will not be happy with the latest increases, particularly coming on top of the February
jump in energy prices, which took average energy prices to 12% above the levels before retail
competition was introduced. 

"Ironically, Dunedin bucks the national trend - its incumbent retailer has only 74% market share,
the lowest in the sample" Mr Polson said. 

Incumbent Retailers Market Shares 

(In a Representative Sample of Line Company Distribution Areas) 

Incumbent Retailers Market Shares 



Line Company 2002 Total Consumers Incumbent Retailers Share 

1 Large urban 166,989 137,322 82%
2 Large urban/ rural 73,457 67,812 92%
3 Large urban 51,102 37,945 74%
4 Medium urban/ rural 31,952 28,475 89%
5 Medium urban/ rural 22,251 21,554 97%
6 Medium urban/ rural 21,071 17,663 84%
7 Medium rural 21,002 19,377 92%
8 Medium rural 20,271 18,794 93%
9 Small urban 16,934 15,995 94%
10 Small rural 14,506 12,461 86%
11 Small urban/ rural 13,835 11,021 80%
12 Small rural 7,471 6,561 88%
13 Small rural 6,592 6,175 94%
14 Small rural 4,278 4,051 95%

Totals 471,711* 405,206 86%
* 27% of total market 

MARKET RESEARCH REVEALS IMPORTANCE OF ONE OTAGO 

11 May 2002 

"Market  research undertaken this  week has revealed both that  continued ownership  of  Otago
Power within the region is the single most important issue to shareholders and that they will
accept a lower share price price to maintain this" said Dunedin Electricity spokesman John Walsh. 

"The research revealed that half of all shareholders would accept a price for their shares which was
10 cents per share lower if it resulted in ownership remaining in Otago. This deosn't surprise us
judging  by  the  calls  we  have  been  receiving  since  January,  but  we  wanted  to  quantify  the
preference." he said. 

During the run-up to the shareholder vote on 28 February Dunedin Electricity commissioned 4
maket research exercises - 3 on shareholders at large and 1 on a particular set of shareholders. "We
used the results to tailor our promotion campaign and were amazed at how accurate the research
proved to be, though this did not become certain until after the vote. It was telling us from very
early on that the resolution would be approved by the necessary 75% - we didn't rely on this, but it
proved correct." 

"We recently commissioned research on the price sensitivity of shareholders, before notifying our
full takeover offer to Otago Power. The research was designed speciÞcally to test what lower price
shareholders would accept for sale to ONE OTAGO. It is not our intention to offer a lower price,
but we wanted to know how shareholders would feel if a "foreign" buyer pushed the price above a
level we could offer" he said. 

ONE OTAGO is the "brand" that Dunedin Electricity has used to promote merger of Otago Power
and Dunedin Electricity and continued ownership of the assets of Otago Power within the Otago
region and by a community-owned organisation. 



The results of the research are that half of all shareholders would accept 10 cents per share less for
sale to ONE OTAGO, which translates to a 3 percent lower price. 

"In fact very many shareholders have told us since February that they voted for sale to  ONE
OTAGO and not for sale to outsiders. This research conÞrms that they are prepared to 'put their
money where their mouth is'." said Mr Walsh. 

"Dundin  Electricity's full takover offer will match Southland's but it's a great comfort to know that
if the share price escalates above levels we can reach then we would have 'Otago pride going for
us'." he said.. 

DUNEDIN ELECTRICITY LODGES A VERY STRONG BID 

11 May 2002 

"Dunedin Electricity has lodged a very strong bid to purchase the assets of Otago Power, well
above its previous bid and above the $3.10 per share being offered for shares" said spokesman John
Walsh. 

As part of the asset sale overwhelmingly voted by shareholders on 28 February, bids to buy the
asets and business of Otago Power were invited by the Directors and indicative bids closed today. 

In late November 2001 Dunedin Electricity bid $80 million for the  asets and business of Otago
Power. Otago Power Directors advised shareholders that, after sale of the assets and business and
windup expenses, shareholders would receive approximately $2.52 per share. At a Special General
Meeting on 28 February shareholders overwhelmingly voted to sell the business at a price equal to
or greater than Dunedin Electricity's bid. The Directors subsequently announced the asset sale
process and timetable. 

On 24 April  a  Southland consortium,  led  by  PowerNet,  the  company presently  contracted to
manage the Otago Power business, initiated a hostile takeover for the shares of the co-operative
company.  This  takeover  was  to  a  timetable  clearly  intended to  bypass the asset  sale  process,
though the consortium announced that  it  would also be bidding for  the assets.  This takeover
attempt is now the subject of legal action. 

"Analysis of further information made available by Otago Power since our last investigations in
November have enabled a much stronger bid to be lodged for the assets and business" said Mr
Walsh. "Additionally, Dunedin Electricity's bid contains non-price features that we believe others
cannot beat." 

"No other bid can offer continued Otago ownership, and we know that this is the single most
important issue to many many shareholders." he said. 

Dunedin Electricity has also entered the market to buy shares, offering a minimum $3.10 plus
escalation to the price at which its full  takover offer closes. "Share purchase is not our preferred
strategy for acquiring the business but, because many shareholders are preferring "cash now", we
could not leave the Þeld to Southland. 

"Dunedin Electricity's offer to purchase 20% of shares opened on Wednesday and its full takeover
offer will be lodged with the company tomorrow" he said "though we expect the assets sale to
produce stronger prices." 

HOSTILE BIDDER EXPLOITS LOOPHOLE 

7 May 2002 

The Southland consortium making a hostile takeover bid for Otago Power appears to be exploiting
a loophole in the Takeovers Code. 

The Southland consortium has not  said what  it  will  do for  shareholders who submitted offer
acceptance forms but were too late to be included in its 20 per cent offer. Shareholders trying to
discover the status of their acceptance are being rebuffed. 

"The wording of the acceptance forms allows the Southland consortium to keep control of any
surplus shares for nine weeks before returning them to their rightful owners. And it doesn't have
to pay a single cent for hanging onto them," Dunedin Electricity spokesman John Walsh said. 



"This  is  a  double  blow  for  these  Otago  Power  shareholders.  Their  application  will  never  be
accepted, yet they are denied the right to accept other offers for nine weeks. They are locked in for
nine weeks in return for absolutely nothing and cannot Þ nd out if this applies to them or not.
Otago Power shareholders face enough confusion at the moment without the added uncertainty of
not knowing whether or not they control their own shares," Mr Walsh said. 

Under the Takeovers Code, any acceptance forms that arrived after the consortium had gained 20
per  cent  are  legally  incapable of  being accepted by the Southern consortium.  "The Southland
consortium should immediately return these surplus acceptances and hand back control of the
shares to their rightful owners," Mr Walsh said. 

He  urged  Otago  Power  shareholder  who  had  signed  forms  to  immediately  seek  written
conÞrmation from the Southland consortium about where they stand. 

DE OFFERS $3.10 FOR OTAGO POWER SHARES 

6 May 2002 

Dunedin Electricity is offering $3.10 per share to buy up to 20 per cent of Otago Power. 

"After discussions with Otago Power, we are now responding to the hostile Southland takeover bid
by also offering to buy shares," Dunedin Electricity Chairman Ray Polson said today. 

"We still believe the planned asset sale is best for all shareholders. Unfortunately, that process is
now in jeopardy. Our offer responds to the threat to Otago Power that the Southland consortium
has created," Mr Polson said. 

Dunedin Electricity is sending its offer to all Otago Power shareholders tomorrow. The offer is
$3.10 per share for up to 20 per cent of all  Otago Power shares, with a promise that Dunedin
Electricity will match any increased price contained in the full takeover bid it plans to make. 

"This  signals  that  we  will  more  than  match  whatever  the  Southland  consortium offers  in  its
takeover bid," Mr Polson said. 

Dunedin Electricity intends a full takeover offer under the Takeovers Code, which does not allow
it to immediately be sent to shareholders. It also planned to continue with the existing asset sales
process approved by shareholders. "We will be lodging a fully-compliant bid for the assets on the
due date" he said. 

"We will do our best to ensure that the Southland consortium does not wreck the asset sale process.
Otago Power's shareholders know that we made the best offer late last year and that ONE OTAGO
promised continued local ownership, a three-year price freeze, no job losses and better service, Mr
Polson said. 

"They also know that they received a lower bid and no promises from Southland. Now they have
seen how willing the Southland consortium is to work outside the rules that don't suit them. Otago
Power's shareholders are also its customers and I doubt that they have been impressed. 

"We are offering a far better alternative" Mr Polson said. 

OTAGO POWER BID IS BACK ON TRACK 

3 May 2002 

After a meeting today with Otago Power's lawyers and advisers, Dunedin Electricity is conÞ dent
that its offer to buy the business of Otago Power is back on track. 

"We were sure from the start that the Southland attempt to derail the asset sale would fail but we
had to conÞrm our understanding of the company's constitution," Dunedin Electricity Chairman
Ray Polson said. "The Southland offer to buy Otago Power shares is a tactic than was never going
to work under Otago Power's current rules. 

"We talked with Otago Power's legal and commercial advisers today and got conÞrmation that our
interpretation of the situation is correct," Mr Polson said. 

He said that the Southland consortium's plan appears to have been hatched by merchant bankers
who  mis-read  or  misunderstood  the  Otago  Power  constitution.  All  the  Southland  bid  would



achieve in the long term was to anger Otago Power shareholders who had rushed to accept the
Southland offer and now may not be able to beneÞt if a better offer surfaces. 

"The Southland consortium's opportunistic  tactics appear to have backÞred.  They have tipped
their hand about the price they are prepared to pay and they have probably angered thousands of
Otago people." 

Mr Polson said he understands that the Directors of Otago Power are likely to recommend changes
to the company's constitution soon. "That could signiÞcantly change the environment in the future,
so we have started preparing a strategy of our own to purchase Otago Power shares," Mr Polson
said. 

"Dunedin  Electricity  is  committed  to  buying  the  business  of  Otago  Power  and  we  expect  to
announce our new strategy next week. Otago Power shareholders have yet to receive the best offer
for their company." 

ONE STEP NEARER 

29 April 2002 

Dunedin  Electricity  is  one step  nearer  to  making  an increased offer  for  Otago Power,  after  a
conÞdential meeting with its owner today. "We are preparing a proposal that will  work for all
Otago Power  shareholders,  not  just  a  lucky  few at  the  head of  a  queue"  Dunedin  Electricity
Chairman Ray Polson said today. 

"Like the Otago Power Directors, we believe that comparing competitive bids side by side will
produce the best result for all shareholders. But the Southland takeover threatens to derail that
process for their advantage," Mr Polson said. 

In a letter delivered today to Otago Power shareholders, Dunedin Electricity said it would not be
scared off by "spoiler tactics" from the Southland consortium. "As we said last week, Otago Power
shareholders should pause a little longer and wait for the next move from Dunedin Electricity.
Patience could pay off handsomely." 

"Shareholders have yet to receive the best offer for Otago Power," he said. 

All other bidders are at a temporary disadvantage compared to Southland. They must await access
to the latest Otago Power information under the asset sale timetable. Southland had access to this
information through the management contract. "The surprise Southland takeover bid places unfair
pressure on Otago Power shareholders before other bidders get the same information," Mr Polson
said. 

"Today our shareholder agreed to help us make quick decisions at short notice," Mr Polson said.
Dunedin Electricity's  ultimate shareholder,  the Dunedin City Council,  agreed in a conÞ dential
meeting  today  that  there  was  a  need for  urgency and agreed to  establish  a  subcommittee  of
Councillors  Bezett,  Chin,  Farry and  McBey to  assist  Dunedin  Electricity  to  respond  to  the
Southland takeover. 

DETERMINED TO BUY OTAGO POWER 

26 April 2002 

Dunedin Electricity remains determined to buy the business of Otago Power, despite a hostile
takeover launched by the company manager's Southland parents on 24 April. 

"Dunedin Electricity will  not be scared off  by spoiler tactics. We are determined to buy Otago
Power's business and are committed to our One Otago proposal," Dunedin Electricity Chairman
Ray Polson said. 

He said that Otago Power's process of inviting bids from all potential buyers, then comparing all
bids side by side would produce the best result for all shareholders. "The surprise takeover bid
from Southland is intended to derail the process that shareholders agreed would produce the best
result  for  them. This does not  suit  the Southland consortium, so they have gone outside that
process. But we won't be scared off by their tactics," Mr Polson said. 



"Until we have access to the same information that the Southland consortium has, we cannot judge
how much insider advantage they are trying to seize by making a pre-emptive takeover bid," he
said. PowerNet, which manages Otago Power under contract, is part of the Southland consortium. 

"Otago Power shareholders should not to rush to accept this disruptive takeover bid. Patience
could pay off handsomely," he said. 

Dunedin Electricity remains determined to buy the business of Otago Power. 

ENERGY PRICES JUMP 

28 March 2002 

Average energy prices of incumbent retailers have jumped 4% in the latest Ministry of Economic
Development analysis of electricity charges for residential supply, based on prices at 15 February
2002. This brings the increase in energy prices to 12% since the 1998 separation of line and energy
businesses. As in previous analysis, line charges remain below 1998 levels. 

The data shows a rise in the national average energy charge for residential consumers, with prices
from incumbent retailers rising to their highest level since the MED's Þrst analysis in May 2000.
Over this same period the energy savings available to consumers by switching to new retailers
have decreased to 4%, equivalent to 2% on the total line+energy bill. 

Incumbent retailers are able to charge higher prices because of the natural reluctance of consumers
to  switch  suppliers.  The  data  shows  that  their  charges  are  now  12%  higher  than  prior  to
competition  and  16% higher  than  their  competitors.  The  Commerce  Commission  is  presently
investigating the "swapping", by two retailers, of some 20,000 consumers - effectively transferring
them back to the incumbent retailer. 

The number of residential consumers who switch retailer has been publicly touted many times as
evidence of effective competition. What is not published is the number who are not supplied by
the incumbent retailer. This might tell a different story. 

SHAREHOLDERS VOTE TO KEEP OTAGO POWER LOCALLY OWNED 

1 March 2002 

Results from Wednesday's Otago Power vote show that the company's shareholders resoundingly
supported  Dunedin  Electricity's  ONE OTAGO  proposal,  Dunedin  Electricity  spokesman John
Walsh said today. 

"Otago Power's shareholders have very emphatically supported our  ONE OTAGO proposal to
keep Otago Power in 100% public ownership and 100% Otago ownership," Mr Walsh said. "With
almost  86% of  the votes in favour,  the Otago Power Directors can have no doubt  about  how
shareholders feel." 

He said the numbers were so high that they left no room for doubt. Votes had come from a very
wide  and  representative  base  of  shareholders  -  some  60% of  transacting  shareholders  voted,
representing  almost  75%  of  all  shares  held  by  transacting  shareholders.  Non-transacting
shareholders held about 10% of shares but were unable to vote. 

"Otago Power shareholders rejected the idea of selling to Southland and chose instead to keep their
lines company Otago-owned. 

"Otago Power's shareholders decided what is important to them and obviously realised that only
Dunedin Electricity can guarantee to keep the lines network 100% in Otago ownership and 100%
publicly owned," Mr Walsh said. 

DUNEDIN ELECTRICITY THANKS OTAGO POWER SHAREHOLDERS 

27 February 2002 

Dunedin Electricity Chairman Ray Polson today thanked Otago Power shareholders for voting in
favour of selling the lines company. 



"With more than 75% of the shareholders voting in favour of a sale, we can now move a big step
closer to securing the future of Otago Power's lines network in the region. I thank shareholders for
their votes and see them as an endorsement of our ONE OTAGO proposal," Mr Polson said. 

"The Directors of Otago Power now have clear instructions to sell the business for more than $73.5
million. Dunedin Electricity's  ONE OTAGO offer meets all the criteria that shareholders voted
for." 

The Otago Power Directors have said they will seek binding offers from all potential buyers. Mr
Polson said that while he did not expect any serious rival offers for the rural lines company to
emerge, he would not be celebrating until  the tender process being used by Otago Power was
complete. 

"Dunedin Electricity's  offer  will  keep the lines 100% in Otago and 100% in public  ownership.
Nobody else can do that and I believe it makes us the best possible buyer for the business," Mr
Polson said. 

POWERNET PLAN WILL MEAN BIGGER POWER BILLS 

13 February 2002 

Otago Power shareholders and consumers should be aware that  PowerNet's plan will  result in
bigger power bills if rebates are paid, Dunedin Electricity spokesman John Walsh said today. 

"PowerNet's plan loads up Otago Power with $58 million of debt that cannot be repaid unless
power bills rise for Otago Power customers. PowerNet has admitted this in the information packs
sent to shareholders." 

"PowerNet is also tempting people with talk of proÞ t sharing through rebates on power bills. But it
can only pay rebates if it increases line charges. This means bigger power bills for Otago Power
consumers." 

Mr Walsh said it  was unfortunate that  the confusing and complex nature of  PowerNet's plan
meant that some shareholders and consumers would not be aware that they were being asked to
sign up for bigger power bills. "PowerNet has admitted that the Otago Power network will bear
the burden of servicing the debt. PowerNet also admits that its planned consumer trust will only
get enough money to cover its costs - so consumers will get nothing," he said. 

"It is tempting to believe you can have your cake and eat it. In this case, consumers will have to
provide the money to buy the cake Þrst. 

"Dunedin Electricity's offer guarantees 100% Otago ownership and control and $2.52 a share cash
in the hand.  The only  other  sure-Þre certainty  is  that  PowerNet's plan means less money for
shareholders, loss of Otago ownership, and no rebates to consumers without price rises," Mr Walsh
said. 

WORLD FIRST SERVICE LAUNCHED 

13 February 2002 

Dunedin Electricity has launched what it believes to be a world first service; customers, developers,
contractors, students, ANYONE can now view and enquire about Dunedin Electricity assets used
to deliver electricity - using nothing more sophisticated than an internet browser. As a by-product
of new technology being implemented by it's assets manager (DELTA), Dunedin Electricity is now
able to offer access to information about its assets to anyone with an interest in them. 



"Information  Systems  technology  such  as  we  now  have  is
critical to  wringing every ounce of performance out of assets.
Whether it's an asset-maximising service to an asset-owning
client or simply an information service to their customers that
is  important,  this technology is  vital  for  asset  management
excellence" said DELTA CEO John Walsh. "We know we're not
the  Þrst  to  offer  this  sort  of  service  -  Queenstown  Lakes
District Council is illustrative of how others are making such
information available. However,  we are the first to do it for
electricity distribution assets." 



KEEP YOUR NETWORK 100% COMMUNITY OWNED 

5 February 2002 

Clutha's District Council, Chamber of Commerce and Federated Farmers Branch have nothing to
fear  from  Dunedin  Electricity's  ONE  OTAGO offer  to  merge  with  Otago  Power.  Dunedin
Electricity chairman Ray Poison said the statement issued today by the three organisations does a
disservice to the people they represent by painting Dunedin as "the enemy". "We agree with those
Clutha groups that ownership of the lines should be kept in the community - that idea underpins
our  ONE OTAGO offer. However, the Clutha statement made some quite extraordinary claims
that needed to be addressed," Mr Poison said. 

"We believe not only that that Otago must maintain ownership of its such strategic assets, but that
our assets need to be owned by an organisation that is big enough to stand up for the region in a
shrinking world." 

Mr Poison said Dunedin Electricity's ONE OTAGO offer is intended to beneÞt all Otago people -
no matter where they live. Dunedin Electricity is a community-owned organisation, with many of
its  ultimate owners either  already living in the Otago Power area or  owning houses or  other
investments in rural areas. 

The Clutha group appeared to ignore the large percentage of Otago Power shareholders who live
in  the  Maniototo ,  Waitaki  and  greater  Dunedin  City  (Middlemarch)  areas.  They  ignored  the
beneÞts of the many tens of millions of dollars  that would be injected into Clutha district and the
similar injections into the economies of Maniototo , Waitaki  and elsewhere. 

"The Clutha groups' media statement includes plenty of scare-mongering on line charges. This is a
red herring. Dunedin Electricity has made a simple three-year guarantee. Our guarantee is rock
solid. By comparison, the rival proposal from PowerNet says prices could rise if costs 'beyond the
network owner's control' increase. And no matter who owns it, the present Otago Power could
raise prices at any time. It has offered no price guarantees of its own," Mr Poison said. 

The lines would remain safe in community ownership under Dunedin Electricity's One Otago
offer. Dunedin Electricity had a long history of commitment to public ownership, existed under
council ownership since 1904. "The foundation stone of our offer is securing the lines network in
community  ownership.  Dunedin  Electricity's  owner  intends  to  hold  on to  the region's  power
lines for the wider Otago community," Mr Polson said. 

DUNEDIN ELECTRICITY ODV AMONG FIRST 8 APPROVED 
4 February 2002 

Dunedin  Electricity  spokesman  John  Walsh  is  very  pleased  that  Dunedin  Electricity's  Asset
Valuation report is one of the Þrst 8 approved by the Commerce Commission. 

The Commerce Commission has approved the Asset Valuation reports of 8 of New Zealand's 29
electricity lines businesses - 3 of the 14 South Island line businesses and 5 in the North Island. The
South Island companies were; 

 Dunedin Electricity Ltd, 

 Electricity Ashburton Ltd and 

 Mainpower  Ltd of Rangiora. 

Under the amended Commerce Act, the Commission is required audit the asset valuations of lines
businesses. This legal requirement was instituted because of continual complaints to Government
that  line  businesses  had  over-valued  their  assets.  In  late  2001  three  teams  of  Commerce
Commission investigators visited all line businesses, scrutinizing their valuations and verifying
source data -  including Þeld inspections of  actual  assets.  A team of three investigators visited
Dunedin Electricity in the week commencing 3 December 2001, taking away several folders of
information. 



"We didn't  need any convincing that our Asset Valuation was honest but others did." said Mr
Walsh.  "To  be  among  the  first  companies  to  get  its  Asset  Valuation  report  approved
demonstrates that Dunedin Electricity continues to rank among the industry leaders." 
Mr Walsh did not know why the Commerce Commission had not commented on the remaining 21
Asset Valuation reports. "We have heard that some were 'sent back to the drawing board' with their
reports, but we don't know if this has happened to all 21" he said. 

DUNEDIN ELECTRICITY WELCOMES OTAGO POWER SALE RESOLUTION 

2 February 2002 

Dunedin Electricity Chairman Ray Polson has welcomed the sale resolution proposed to Otago
Power shareholders by its Directors and released late yesterday. 

Late yesterday afternoon Otago Power Directors released details of the Notice of Special Meeting,
Notice of Shareholder Meetings and 18-page Explanatory Memorandum mailed to Otago Power
shareholders. The single resolution to be considered at the Special Meeting on 27 February is: 

'That  the shareholders  of  Otago Power Limited (the Company) authorise  the Board of  the Company to
negotiate  and enter  into  an agreement  to  sell  the  network  and related  assets  of  the  Company to  such
company or other entity on such terms and conditions as the Board considers appropriate provided that the
sale price for those assets is in excess of $73.5 million.' 
"At last shareholders have a full appreciation of the minimum value of  Otago Power Ltd and have
the opportunity to decide its future" Mr Polson said. 

"Dunedin Electricity's offer is above, and has effectively  set ,the sale  treshhold" he said. Otago
Power  Directors  estimate  that  this  will  translate  to  $2.52  'in  the  hand'  for  shareholders.  "This
conÞrms our view last year that the Company was worth much more than the 25 cents value
previously placed on it by its Directors" he added. 

Questioned about rival bidder  PowerNet's call this morning for shareholders to vote against the
resolution, Mr Polson said "that's understandable - they are way off the market on price and they
will lose the contract to manage the Otago Power assets if the resolution is passed". 

Dunedin Electricity's offer includes: 

 A guarantee that average distribution charges would not increase for at least three years -
the same commitment  was made in  April  1999 to  Central  Otago  consumers, has been
delivered and no increases are expected for the forseeable future. 

 A Þnancial  commitment  to  improving the quality  and reliability  of  the Otago Power
network - just as Dunedin Electricity has improved supply to rural Central Otago. 

 A promise  that  no  employees  will  lose  their  jobs as  a result  of  merging  the  two
companies. 

 Dunedin Electricity will be renamed as Otago Power, to reßect the fact that the merged
companies would supply power to almost all of Otago. 



OFFER FOR OTAGO POWER INCREASES TO $80 MILLION 

30 January 2002 

Dunedin Electricity has increased its offer for Otago
Power  to  $80 million,  equivalent  to  almost  $2-78
per share. 

Spokesman  John  Walsh  said  that  Dunedin
Electricity  had  been  able  to  increase  its  price
substantially from the earlier $60.5 million ($2-10 a
share) offer after closely examining Otago Power's
business and accounts. 

"Dunedin Electricity is now offering $80 million in
cash for the lines business of Otago Power Ltd, its
subsidiary  Otago  Power  Services  Ltd,  and  the
rights to the name Otago Power" Mr Walsh said. 

At $2-78 a share, the offer is more than ten times the
25 cents  nominal  value  of  Otago Power's  shares,
more than   twice the buy-back price suggested by
Otago Power's  Directors  last  year  and 15% more
than  the  highest  independent  valuation  obtained
by Otago Power Directors last year. 

"If  the  offer  is  accepted,  we  estimate  that  Otago
Power shareholders would get about $2-50 a share in the hand, after the company has paid various
liabilities. The owner of an average shareholding of 1600 shares would get $4,000 cash" Mr Walsh
said. 

Dunedin electricity's offer includes: 

 A guarantee  to  Otago  Power  customers  that  average  distribution  charges  would  not
increase for at least three years - the same commitment was made in 1999 to Central Otago
consumers and has been delivered. 

 A commitment to improving the quality and reliability of the Otago Power network - just
as Dunedin Electricity has improved supply to rural Central Otago. 

 A promise that no Otago Power employees will lose their jobs as a result of merging the
two companies. 

"If the offer is accepted, the merged companies will be known as Otago Power, to reßect the fact
that  the  merged  companies  would  supply  power  to  almost  all  of  Otago.  Amalgamating  the
region's electricity networks into one strong, efÞcient and local company will beneÞt all of Otago"
Mr Walsh said. 

Otago Power is expected to send information and voting forms to its shareholders before the end
of the week. A shareholder meeting and vote is scheduled for the end of February. At least 75% of
votes cast must be in favour for a sale to proceed.


