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Independent Reasonable Assurance Report to the 
Directors of Aurora Energy Limited and the New 
Zealand Commerce Commission 

Qualified Opinion 

Our reasonable assurance opinion has been formed on the basis of the matters outlined in this report.  

In our opinion, in all material respects, except for the possible effects of the matter described in the basis for 
qualified opinion, the reported vegetation management costs of $5.6 million and capital expenditure of $9.0 
million disclosed in Schedule 5b of the Information Disclosure Schedules has complied with the Electricity 
Distribution Information Disclosure Determination 2012 section 2.3.6 and the Electricity Distribution Services 
Input Methodologies Determination 2012 section 2.2.11(1)(g) and 2.2.11(5) (together ‘the determination’) for 
the year ended 31 March 2019.  

 
Information subject to assurance and criteria 
We have performed an engagement to provide reasonable assurance that Aurora Energy Limited’s vegetation 
management costs of $5.6 million and capital expenditure of $9.0 million disclosed in the Information Disclosure 
Schedules on Related Party Transactions are in compliance with the determination for the year ended 31 March 
2019 and whether the steps taken by Aurora Energy Limited to test if the transactions are at arm’s length are, in all 
material respects, reasonable in the circumstances. 

Basis for qualified opinion 
We identified a material matter in Aurora Energy Limited’s capital expenditure in relation to non-compliance with the 
determination. The Management were unable to provide us with sufficient evidence to support their assertion that 
the capital expenditure for the year ended 31 March 2019 in respect of the Carisbrook project entered into on 12 
February 2017 and 7 March 2017 $2.3 million was at a value no greater than as if the transactions had terms of an 
arm’s length transaction. The Carisbrook project was entered into in early 2017 prior to the determination being 
updated and the existing policies did not comply with the new requirements. We were unable to satisfy ourselves 
with Aurora Energy Limited’s compliance with the arm’s length requirement in regards to the Carisbrook project, and 
therefore qualify our opinion in this regard.  

Further we were unable to satisfy ourselves that the steps undertaken by the Company were in all material respects 
reasonable, as there was limited evidence provided by the Company to support that an appropriate valuation 
methodology was adopted and applied for capital expenditure relating to the Carisbrook project.  We have been able 
to satisfy ourselves that the capital expenditure of $6.7 million had terms of no more than arm’s length but qualified 
on the matter identified above in relation to the $2.3 million Carisbrook project. 

Scope 
The scope of our engagement is to provide reasonable assurance that Aurora Energy Limited is in compliance with 
the criteria for two related party transactions being vegetation management and capital expenditure services 
disclosed in the Information Disclosure Schedules on Related Party Transactions for the year ended 31 March 2019. 

Other than those procedures we considered necessary to be performed to issue our Independent Appraiser report 
on the vegetation management and capital expenditure services, we did not undertake any other procedures or 
testing of any other information disclosed in the Information Disclosure Schedules, including Schedule 5b, for the 



year ended 31 March 2019 as prepared and published by Aurora Energy Limited which were subject to audit by 
Audit New Zealand. 

We have not been engaged to provide assurance over the underlying accounting systems, records, financial or non-
financial systems of Aurora Energy Limited or Delta Utility Services Limited (“Delta”- the related party).  We have 
placed reliance on the information provided from the underlying accounting systems, records, financial and non-
financial systems of Aurora Energy Limited or Delta Utility Services Limited being correctly stated when performing 
our procedures.   

Materiality 
Our assurance engagement is designed to provide reasonable assurance that Aurora Energy Limited is in 
compliance, in all material respects with the determination in respect of vegetation management costs of $5.6 
million and capital expenditure of $9.0 million, being a subset of operational and capital expenditure totally $112.3 
million disclosed in the Information Disclosure Schedules on Related Party Transactions for the year ended 31 
March 2019.   

Based on our professional judgement, we determined certain quantitative thresholds for materiality. These, together 
with qualitative considerations, helped us to determine the scope of our assurance engagement, the nature, timing 
and extent of our assurance procedures and to evaluate the effect of misstatements, both individually and in 
aggregate on gross related party information. Quantitative materiality level was determined as 2% of vegetation 
management and the in scope capital expenditure of $9 million (“related party flow”). Qualitative factors were also 
considered when assessing the arm’s length valuation rules on related party transactions. 

Overall steps undertaken by the company to test compliance 

The Input Methodologies Review - Related Party Transactions issued by the Commerce Commission includes 
examples but is not limited to approaches that may be taken by a EDB to support that the related party transactions 
are at arm’s length fair value.  These approaches include:  

o An open tendering process;

o Comparable pricing;

o Independent market valuations;

o Published price lists; or a

o Consolidation approach.

The Company provided some evidence of the steps undertaken using the comparable pricing approach to test 
whether the vegetation management related party transactions comply with Clause 2.3.6. of the determination and 
Sections 2.2.11(1)(g) and 2.2.11(5) of the Input Methodologies Determination. No evidence of the steps undertaken 
by the Company was provided for the $9.0 million subset of 2019 related party capital expenditure transactions.    

Key assurance matters 

Each related party flow is considered a key assurance matter. Key assurance matters are those matters that, in our 
professional judgement, were of most significance in our reasonable assurance engagement in relation to Aurora 
Energy Limited’s Disclosure Schedules on Related Party Transactions for the year ended 31 March 2019. We 
summarise below those matters and our key procedures to address those matters in order that the directors of 
Aurora Energy Limited and the New Zealand Commerce Commission may better understand the process by which 
we arrived at our opinion.  

The related party flow Procedures performed 

Vegetation management  



The related party flow Procedures performed 

Vegetation management totalling $5.6 million 
means operational expenditure where the 
primary driver is the need to physically fell, 
remove or trim vegetation (including root 
management) that is in the proximity of overhead 
lines or cables. 

We performed the following procedures over vegetation 
management: 

 Obtained a project costing list of Vegetation
Services for the year ended 31 March 2019; 

 Reconciled the total value of the vegetation services
per the project listing to the $5.6 million disclosed in 
the Information Disclosure Schedules; 

 Agreed a haphazard sample of project costs per the
project listing to Delta invoices to ensure the project 
list is accurate and that the classification as a related 
party flow is appropriate;  

 For the same haphazard sample obtained the project
costs from Delta and recalculated the margin 
recognised by Delta for each project;  

 Compared Aurora Energy Limited’s cost per km of
overhead network that required vegetation 
management with those of other electricity 
networks;  

 Compared the gross margin attained by Delta for
Vegetation Management work with: 

o The gross margins attained by other New
Zealand and Australian businesses operating in
the construction and engineering sectors; and

o The gross margins attained by Delta from
Vegetation Management work completed for
third-party customers; and

 Determined that the margin applied to Vegetation
management services meets the criteria of the 
Information Disclosure Determinations. 

Capital Expenditure totalling $9.0 million 

We performed the following procedures over capital 
expenditure: 

 Obtained a project costing list of Capital expenditure
for the year ended 31 March 2019; and 

 Reconciled the total value of the capital expenditure
per the project listing to the $9.0 million disclosed in 
the Information Disclosure Schedules. 

Capital expenditure (excluding Carisbrook project) 



The related party flow Procedures performed 

Capital expenditure totaling $6.7 million 

Capital expenditure totaling $6.7 million relates to 
costs incurred in the acquisition or development 
of an asset during the disclosure year that is, or 
is intended to be, commissioned; and that are 
included or are intended to be included in the 
value of assets commissioned relating to the 
RAB. 

Capital expenditure in respect of Carisbrook 
projects $2.3 million  

Capital expenditure totaling $2.3 million relates to 
costs incurred in the electrical works at the 
Carisbrook substation. 

The transactions were entered into in early 2017 
prior to the related party determination and were 
not subject to the arms-length consideration at 
the time of the transaction. 

As the project capital expenditure was incurred 
over four reporting periods including 31 March 
2017, 2018, 2019 and 2020 only the expenditure 
incurred in the year ended 31 March 2019 has 
been disclosed in the related party schedule 5b. 

 We performed the following procedures:

 Agreed a haphazard sample of project costs per
the project listing to Delta invoices to ensure the 
project list is accurate and that the classification as 
a related party flow is appropriate;  

 For the same haphazard sample obtained the
project costs from Delta and recalculated the 
margin recognised by Delta for each project;  

 Compared the weighted gross margin for the
haphazard sample attained by Delta for the Capital 
expenditure work with: 

o The gross margins attained by other New
Zealand and Australian businesses operating in
the construction and engineering sectors; and

o The gross margins attained by Delta from
Capital expenditure work completed for third-
party customers; and

 Determined that the gross margin applied to
Capital expenditure services meets the criteria of 
the Information Disclosure Determinations. 

Carisbrook project capital expenditure 

We performed the following procedures: 

 Recalculated the gross margin applied to the
Carisbrook projects for the year ended 31 March 
2019 and the project life reported over four reporting 
periods, based on the project’s costs incurred by 
Delta and the cost charged to Aurora;   

 Compared the gross margin of the Carisbrook
projects with: 

o The gross margins attained by other New
Zealand and Australian businesses operating in
the construction and engineering sectors; and

o The gross margins attained by Delta from Capital
expenditure work completed for other third-party 
customers;

 Due to absence of data on comparable margins in
respect of transmission construction projects we 
were unable to directly compare the Carisbrook 
project with other examples; 



The related party flow Procedures performed 

 Based on the procedures performed the gross
margin applied to the Carisbrook capital expenditure 
in 2019 was 46% and over the project life was 39%.  
The realised gross margins are materially outside the 
range of gross margins of comparable businesses 
operating in the construction and engineering 
sectors after adjusting for the risk of sampling error; 

 For the related party transactions to be considered at
arms-length we calculated that the reported capital 
expenditure relating to the Carisbrook project for 
2019 should be in the range $1.6 million to $1.7 
million using the ranges of gross margins from 
comparable business operating in the construction 
and engineering sectors; and 

 As a result, we determined that the gross margin
applied to the Carisbrook Capital expenditure 
services did not meet the criteria of the Information 
Disclosure Determination. 

Standards we followed 
We conducted our reasonable assurance engagement in accordance with International Standard on Assurance 
Engagements (New Zealand) 3000 (Revised) Assurance Engagements other than audits or reviews of historical 
financial information and Standard on Assurance Engagements SAE 3100 (Revised) Assurance Engagements on 
Compliance. We believe that the evidence we have obtained is sufficient and appropriate to provide a basis for our 
opinion. In accordance with those standards we have: 

 used our professional judgement to assess the risk of material misstatement and plan and perform the 
engagement to obtain reasonable assurance that the Information Disclosure Schedules for Related Party 
Transactions are free from material misstatement, whether due to fraud or error; 

 considered relevant internal controls when designing our assurance procedures, however we do not 
express an opinion on the effectiveness of these controls; and 

 ensured that the engagement team possesses the appropriate knowledge, skills and professional 
competencies. 

How to interpret reasonable assurance and material misstatement 
Reasonable assurance is a high level of assurance but is not a guarantee that it will always detect a material 
misstatement when it exists. 

Misstatements, including omissions, within the Information Disclosure Schedules for Related Party Transactions are 
considered material if, individually or in the aggregate, they could reasonably be expected to influence the relevant 
decisions of the intended users taken on the basis of the Information Disclosure Schedules for Related Party 
Transactions. 

Use of this assurance report 
Our report should not be regarded as suitable to be used or relied on by any party’s other than Aurora Energy Limited 
and the New Zealand Commerce Commission for any purpose or in any context. Any party other than Aurora Energy 



Limited or New Zealand Commerce Commission who obtains access to our report or a copy thereof and chooses to 
rely on our report (or any part thereof) will do so at its own risk.  

To the fullest extent permitted by law, we accept or assume no responsibility and deny any liability to any party other 
than Aurora Energy Limited and New Zealand Commerce Commission for our work, for this independent reasonable 
assurance report, or for the opinions we have reached. 

Our report is released to Aurora Energy Limited and the New Zealand Commerce Commission on the basis that it 
shall not be copied, referred to or disclosed, in whole (save for Aurora Energy Limited's own internal purposes) or in 
part, without our prior written consent. 

Management’s responsibility for compliance with the determination 
The management of Aurora Energy Limited are responsible for the preparation and fair presentation of the 
Information Disclosure Schedules on Related Party Transaction in accordance with the determination. This 
responsibility includes such internal control as management determine is necessary to enable the preparation of the 
Information Disclosure Schedules on Related Party Transaction that are free from material misstatement whether 
due to fraud or error. 

Our responsibility 
Our responsibility is to express an opinion to the directors and the New Zealand Commerce Commission on whether 
the preparation and presentation of the Information Disclosure Schedules on Related Party Transactions is, in all 
material respects, in compliance with the determination for the year ended 31 March 2019.  

Our independence and quality control 
We have complied with the independence and other ethical requirements of Professional and Ethical Standard 1 
(Revised) issued by the New Zealand Auditing and Assurance Standards Board, which is founded on fundamental 
principles of integrity, objectivity, professional competence and due care, confidentiality and professional behaviour. 

The firm applies Professional and Ethical Standard 3 (Amended) and accordingly maintains a comprehensive system 
of quality control including documented policies and procedures regarding compliance with ethical requirements, 
professional standards and applicable legal and regulatory requirements. 

David Gates is a member of Chartered Accountants Australia and New Zealand who has 25 years of audit and 
commercial experience, including in identification and disclosure of related party transactions. David is supported by 
KPMG specialists and staff who possess a range of experience and disciplines in relevant areas such as assessing 
the valuation of related party transaction. 

Our firm has also provided internal audit services to Aurora Energy Limited. Subject to certain restrictions, partners 
and employees of our firm may also deal with Aurora Energy Limited on normal terms within the ordinary course of 
trading activities of the business of Aurora Energy Limited. These matters have not impaired our independence as 
assurance providers of Aurora Energy Limited for this engagement. The firm has no other relationship with, or 
interest in, Aurora Energy Limited.  

KPMG 
Wellington 

7 May 2020 



Commerce Commission Information Disclosure Template

Company Name

For Year Ended

SCHEDULE 5b: REPORT ON RELATED PARTY TRANSACTIONS

sch ref

7 5b(i): Summary—Related Party Transactions ($000) ($000)

8 Total regulatory income  –

9

10 Market value of asset disposals  –

11

12 Service interruptions and emergencies  4,557

13 Vegetation management  5,576

14 Routine and corrective maintenance and inspection  5,504

15 Asset replacement and renewal (opex)  326

16 Network opex  15,964

17 Business support  910

18 System operations and network support  977

19 Operational expenditure  17,851

20 Consumer connection  9,497

21 System growth  4,074

22 Asset replacement and renewal (capex)  15,561

23 Asset relocations  1,048

24 Quality of supply  –

25 Legislative and regulatory  –

26 Other reliability, safety and environment  1,790

27 Expenditure on non-network assets  245

28 Expenditure on assets  32,215

29 Cost of financing  –

30 Value of capital contributions  619

31 Value of vested assets  –

32 Capital Expenditure  31,596

33 Total expenditure  49,447

34

35 Other related party transactions  547

36 5b(iii): Total Opex and Capex Related Party Transactions

37 Name of related party 

Nature of opex or capex service 

provided

Total value of 

transactions

($000)

38 Delta Utility Services Ltd  4,557

39 Delta Utility Services Ltd  5,576

40 Delta Utility Services Ltd  5,504

41 Delta Utility Services Ltd  326

42 Delta Utility Services Ltd  977

43 Delta Utility Services Ltd  684

44 Dunedin City Holdings Ltd  200

45 Dunedin City Council  24

46 Dunedin Venues Mangement Ltd  1

47 Dunedin Air Port Ltd  1

48 Delta Utility Services Ltd  9,497

49 Delta Utility Services Ltd  4,074

Delta Utility Services Ltd Asset replacement and renewal (capex)  15,561

Delta Utility Services Ltd Asset relocations  1,048

50 Delta Utility Services Ltd  1,790

51 Delta Utility Services Ltd  245

52

53 Total value of related party transactions  50,066

54 * include additional rows if needed

55

Business support

Business support

Business support

Business support

Consumer connection

System growth

Other reliability, safety and environment

Expenditure on non-network assets

Asset replacement and renewal (opex)

System operations and network support

Business support

This schedule provides information on the valuation of related party transactions, in accordance with clause 2.3.6 of the ID determination. 

This information is part of audited disclosure information (as defined in clause 1.4 of the ID determination), and so is subject to the assurance report required by clause 2.8.

Aurora Energy Limited

31 March 2019

Service interruptions and emergencies

Vegetation management

Routine and corrective maintenance and inspection

2. Aurora Energy-ID-determination-schedules 1 to 10 (20190830 FINAL) 12 S5b.Related Party Transactions
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