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Executive summary

Introductory comments

This 2020 Asset Management Plan (AMP) Update identifies material changes from our 2019 AMP.
This AMP is a departure from our previous AMPs and has been issued as the first step in improving
our communication with stakeholders on our key network drivers, the direction we are heading, and
the key decisions and judgements that impact how we manage the assets. We hope that
stakeholders will benefit from this approach.

As this AMP Update is a “first step” it necessarily focuses on the context of the business. We
considered it is important to share how the business got to where it is, as this is the foundation upon
which our newly prepared asset management policy and strategy have been formed. In this AMP we
have been open with the issues and challenges facing the business, and we will be equally open with
the solutions that we are considering to address these challenges.

The key focus of this plan is to outline our policy and strategy for managing the electricity network
assets, and to provide our roadmap for improvements to our asset management practices.

Whilst this AMP is only an update, it contains information that will inform the preparation of our full
AMP, which will be published in March 2021.

Context

Our historical focus has been on delivering a high level of service, in a cost effective manner, to one
of the lowest socio-economic regions of New Zealand. This focus has influenced the network
characteristics, our investment in assets, and the adoption of lower cost alternatives to provide
network security.

Like many distribution businesses across New Zealand we are experiencing an ageing of our assets,
and mitigating the risks of age related failures will be an important focus for the business over the
coming decade.

Our network is increasingly being impacted by adverse weather events and vegetation related
outages, and increasing the network’s resilience to these impacts is an area for near-term focus.

Eastland Network is part of Eastland Group, and over the last decade we have benefited from the
economies of scope of the wider group, which has kept our overhead cost well below other
comparable distribution businesses.

Looking ahead, there is the potential for material new industrial load within the region and for
material increases in the uptake of solar PV, and we are looking to prepare the network to respond
positively to these changes.

Asset management policy and strategy

At the heart of our asset management policy is our commitment to delivering sustainable returns for
our shareholders, provide services that meet customers’ needs, and supporting the growth and
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prosperity of the Tairawhiti and Wairoa regions. Effective asset management is the foundation upon
which we will meet this commitment.

Our asset management strategy sets the direction for managing our electricity network assets. The
seven initiatives that comprise the strategy have been developed to address the current and future
issues facing the business, and enable us to achieve our policy commitments.

Improvements to our asset management practices and asset information

We have developed an asset management roadmap to lift the quality of the management and
stewardship of our electricity network assets. The objective of the roadmap is to transition Eastland
Network to a fully proficient asset manager over the next three years. A key part of the roadmap is
the implementation of a new geographical information system (GIS) and enterprise resource
planning (ERP) system, which is planned for completion late this year.

Material changes to our quality targets

We have amended our quality targets for FY2021 to FY2026 to match the quality limits that were set
for Eastland Network as part of the 2020 default price path (DPP) reset. We have separate targets
for planned and unplanned outages, with targets for planned outages increasing (meaning a higher
allowance for planned outages to undertaken work on the network), and overall targets for
unplanned outages reducing (meaning an overall lower level of unplanned outages).

Material changes to our plans and expenditure forecasts

As part of this update we have reviewed a number of aspects that drive our capital expenditure,
which has resulted in a $2.5m (2.5%) increase in capital expenditure over the next 10-years. Our
spend on system growth projects has reduced by $2.4m as lower growth in some areas means that
capacity augmentation work is not yet required. We have reviewed the asset health and renewal
requirements for a number of asset classes, which has resulted in a lower assessed health for wood
poles, pole mounted transformers, switches and fuses (and higher health assessed for conductor and
ground mounted switchgear). The overall outcome is a $1.Im increase in renewal capex over the next
10-years. The other material change is a $2.6m increase in vested assets in response to a forecast
increase in subdivision activity in Gisborne as existing subdivision and infill lots become full.

Over the next 10-years we are forecasting operational expenditure to reduce by $2.8m (2.2%) as a
result of lower spend on our 10KV line assets, a reduction in the costs we pay Eastland Generation
for generation security support, and lower corporate charges from Eastland Group due it the
increasing economies of scope of the wider group.

These changes to capital and operational expenditure are shown in Figure 1 and Figure 2 below.
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2.1
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Introduction

Purpose of this update

This Asset Management Plan (AMP) Update describes the material changes to our 2019 AMP that
affect our electricity network and our asset management practices.

During 2012 we commenced a review of our asset management performance and practices, and
undertook a review of our asset management policy and strategy. The new asset management policy
and strategy presented in this update provides the direction for the material revision to our full AMP
that will be published in March 2021.

The purpose of this AMP Update is to communicate with our stakeholders by:

Eastland Network, 172 Carnarvon St
Eastland PO Box 1048, Gisborne 4040, New Zealand
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2.2

2.3

Presenting the operating context and performance drivers for the network;

Presenting our revised asset management and policy and strategy;

Outlining our roadmap for improvements to our asset management practices and information;
Presenting our revised quality (reliability) targets;

Identifying the material changes to the network development plans disclosed in the 2019 AMP;
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Identifying the material changes to the lifecycle asset management (maintenance and renewal)
plans disclosed in the 2019 AMP;

1 Providing the reasons for any material changes to the previous disclosures in the Report on
Forecast Capital Expenditure set out in Schedule 11a and the Report on Forecast Operational
Expenditure set out in Schedule T11b.

This AMP Update signals a new approach to communicating on asset management, where we now
focus on highlighting the key issues, direction, and decisions. We have also sought to present greater
evidence in support of our direction and judgements, and this will increase with subsequent releases
of our AMP. We hope that stakeholders will benefit from a greater focus on key matters.

Period covered by this plan

This plan covers a ten-year period from 1 April 2020 to 31 March 2030 (financial years 2021 to 2030 -
the planning period). As with any long-term plan, the details tend to be more accurate in the earlier
years as it is easier to predict the near-term state of our assets and required actions, plans and
expenditure.

Approval of this plan

This Asset Management Plan was approved by the Eastland Network Board of Directors on 18th
March 2020.
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3 Operating context and network issues

3.1 Overview

As mentioned in the introduction, this AMP Update presented a revised asset management policy

and strategy. The operating context and network issues are important matters that shape our policy

and strategy. Said another way, our policy and strategy need to respond to, and be consistent with,

the context of Eastland Network.

In this section we have covered these important contextual issues, including:

il

Our historical focus on delivering a high level of service, in a cost effective manner, to one of the
lowest socio-economic regions of New Zealand;

The network characteristics, and how these reflect the low customer density typical of a large
rural supply area;

How the network business benefits from the economies of scope of Eastland Group;
The ageing of subtransmission and distribution assets;

The increasing impact of weather events, vegetation outages, and the reduction in headroom in
our regulatory quality targets;

The potential for material new industrial load, which could be well in excess of our current
capacity;

The relatively low quality of our network asset information.

3.2 Eastland Network delivers a high level of service, at relatively low cost, to
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