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Summary of Eastland Network Limited’s AMP

Purpose of the AMP

This Asset Management Plan (“AMP”) has been prepared to meet regulatory compliance requirements,
demonstrate responsible asset stewardship, integrate stakeholder views, and communicate and justify
network management practice and expenditure to Eastland Network Limited (“Eastland Network
Limited”) stakeholders. Presentation of the AMP in this format also meets the requirements of the
Electricity Distribution Information Disclosure Determination 2012.

Primary stakeholders include Eastland Network Limited’s shareholder and customers, including retailers,
generators and end-use electricity consumers. Other parties with an interest in Eastland Network Limited’s
asset management include contractors who physically work on the system and regulatory agencies.

Many factors impact on the effective long term management of a complex network of electricity assets,
the life of which exceeds the tenure of the Managers responsible for them and whose operating
environment introduces significant investment risks. For this reason, the overall scope of the AMP is wide,
covering the regulatory environment, future service demands and technology development.

While making long term forecasts to provide sustainability and establish the framework for Eastland
Network Limited’s future, the AMP primarily drives work programs in the short to medium term. It is in all
respects a living document. The practices and processes described are subject to continuous
improvement, and detailed work programs are progressively refined throughout the year. The Eastland
Group asset management team is the “owner” of this AMP.

Completion date and planning period

Preparation of the AMP was undertaken between August 2018 and March 2019.
The ten year planning period considered is from O1 April 2019 to 31 March 2029.

The plan documents how Eastland Network Limited ensures long lived network assets are being managed
in a sustainable way over their lifecycle within defined boundaries of Shareholder returns, Regulatory
requirements for performance and revenues, Customer expectations and Regulatory requirements for
Safety and Quality.

The Eastland Network Limited Board of Directors approved the AMP for disclosure on 31 March 2019.

The next revision of the AMP, (covering the period 2020 to 2030) will be prepared for disclosure on 1 April
2020.

AM systems and information

A quality management system is used to provide policy and procedures covering, Health and Safety,
Public Health and Safety, Risk Management, Design Standards, Project Management and Emergency
Management.

Asset information covering physical attributes, condition and performance is stored in Databases
associated with the GIS system. Standalone systems provide Work management and financial
management capabilities.

This plan includes some minimal expenditure associated with reviewing the currency of Eastland Network
Limited’s GIS and work management system, and upgrading Eastland Network Limited’'s drawing
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management system and a number of other ancillary systems. If required the replacement and upgrading
of these systems will necessitate additional non-network capex during the planning period. This
expenditure will almost be solely renewal/replacement related hence efficiency improvements will be
relatively small. With that said, as and when the project business cases are developed it is expected that
some efficiency benefits will be recognised and incorporated into future reviews of this plan.

A SCADA system (Supervisory Control and Data Acquisition) provides real time data, trending information
and enables remote control of key components of the network. This data and network modelling software
are used to analyse the network and assess the impact of changes in utilisation and operation.

Strategic Plans, Business Plans, Budget Processes and the asset management process set the programs
for maintenance and asset development to ensure optimum customer service and operational efficiency
within financial boundaries. This includes the recognition of the needs of customers that are willing to pay
to have additional security and/or reliability of supply. Implicit in the asset planning process is an
understanding and evaluation of the risks to operation and the consequences of failure.

The processes activities that form the core of asset management practice and decision making at Eastland
Network Limited are regulatory requirement evaluation, condition assessment, reliability performance
analysis, asset utilisation/capacity evaluation, risk management, economic optimisation, stakeholder
feedback and benchmarking.

Management services are provided by the Eastland Group to Eastland Network Limited. The management
services include executive support, financial management, general IT services, planning, design and
network operating activities. Since all physical work on the network is contracted out, the network
operating function includes significant responsibility for contractor management. In addition to applying
commercial disciplines to project identification and justification, Eastland Network Limited negotiates
competitive contracts for maintenance and capital projects. The need to train and continuously upgrade
the skills of internal staff is recognised through improvement programs and specific training. In the case of
contractors and suppliers, forward-looking commercial agreements encourage a partnering approach to
skills development and productivity improvement.

Eastland Network Limited is continually striving to find more efficient ways to carry out its activities,
reducing costs and improving productivity, and maintaining safety levels. The replacement of a number of
Eastland Network Limited’s core systems will provide a platform to initiate further developments with the
specific purpose of improving efficiency.

Asset description

The distribution network assets included within the scope of
guantities and the depreciated replacement cost.

Asset description Approx Unit Avg Condition RAB 2018 Book

Qty Age Summary ($000) Value

2018
01. Sub Transmission Line 641 km 48 Ageing $2,607 $6,115
02. Sub Transmission Poles 2,666 each 35 Average $11,377 $10,737
03. Sub Transmission Cable 1 km 12 Good $9,769 $359
04. Other Sub Transmission Asset Good $1,464 $1,413
05. Zone substation assets New/Good $8,978 $9,842

Condition
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06.
07.
08.

09.
10.
11.
12.
13.
14.
15.
16.
17.

18.

19.

20.

21.

Major Transformers
Distribution Line

Distribution Poles

Distribution Cable
Distribution Substations
Distribution transformers
Switchgear

Load Control Equipment
Other Distribution Assets

LV Lines incl Street Lighting
LV Poles

LV Cable incl Street Lighting

Connection Assets

Communications

SCADA & System Control

Non System

Totals

52
2,298
24,745

134
3,589
3,589
7,231

496
6,150
268

each
Km

each

km
each
each

each

km
each

km

lot

lot

lot

43
49
30

26
25
25
33

50
39
28

12
28

Eastland Network | Asset Management Plan 2019 Summary

Average
Ageing

Average

Above Average
Average
Average
Average
Average
Average
Ageing
Average

Average

Customer Drives
Upgrades

Technology
Determines
Condition

Technology
Determines
Condition

$6,152
$9,499
$36,771

$13,838
$5,209
$10,968
$12,727
$2,090
$617
$2,073
$6,642
$8,535

$3,172

$1,421

$185

$9,540
$163,00C

$8,360
$8,109
$34,509

$11,945
$6,165
$12,006
$12,181
$1,915
$332
$3,588
$5,413
$9,379

$3,942

$1,410

$381

$10,654
$159,00C

The Report on Value of the Regulated Assets Base (Rolled Forward) completed as part of Information

Disclosure, which is based on asset additions and removals since the ODV valuation in 2004 of $86m,

determined the disclosed 2018 valuation as $163 million. This is an overall average increase from 2004 of
5% p.a.

Like most electricity network infrastructure, Eastland Network Limiteds distribution assets are dispersed

over a large area and are highly interdependent. Although the service area includes Gisborne City and

Wairoa Township, the existing network is predominantly rural. It is also the cumulative result of around 80

years of investment and development.

Service levels

The overall objective of asset management is to ensure the most efficient and optimum investment in

assets to provide desired service delivery. Performance targets are established by considering a wide

range of business and asset management drivers, some directly influenced by stakeholders, others a result

of the historical pattern of development of Eastland Network Limited’s network. Eastland Network Limited

has surveyed customers and their representative groups in various market segments and considers their

views and willingness to pay when making base investment decisions.

Eastland Network Limited’s customers have clearly signaled through customer surveys that continuity and

restoration are the two operational performance attributes that they value the most and at a minimum

»
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Eastland Network Limited needs to maintain current levels of performance without increasing its line
charges. These service level targets have also been identified by the Regulator as key.

The AMP forecasts steady state service levels for the planning period as investment to improve service
beyond regulated levels is seen as over investment and as such cannot be justified.

Issues regarding levels of achievable network investment and the effect on operational performance are
being continually reviewed, as the data trends increase in accuracy, and will be updated as appropriate in
future versions of the AMP.

Eastland Network Limited describes levels of service delivery and efficiency using well recognisedand
disclosed industry performance measures. The method for calculation of the measures is in accordance
with prescribed rules.

Quality of Supply

To measure operational performance with respect to continuity and restoration, Eastland Network Limited
in accordance with industry standard practice and the Information Disclosure and Electricity Distribution
Threshold regimes, sets targets for the next five years against the following key indices;

1 SAIDI - system average interruption duration index. The measure of how many system minutes of
supply are interrupted per year.

1 SAIFI - system average interruption frequency index. The measure of how many system
interruptions occur per year.

In 2014 the Regulator determined new targets for the regulatory period 2015-2020. The new targets have
financial incentives for non-exempt distribution lines businesses. Accordingly Eastland Network Limited
has set network performance targets/forecasts in consideration of the regulated requirement. It should be
noted that external influences such as severe weather events and foreign interference, (ie. trees)
dramatically impact upon reliability statistics and year-to-year variances can be large.

The performance targets for the next 10 years are:

Performance Measure Actual Target Target Target Target Target Target Target Target Target| Target 2027{ Target 2028/

2017-18| 2018-19 2019-20| 2020-21 2021-22 2022-23 2023-24| 2024-25 2025-26 2026-27 28| 29
SAIDI: B ENL Planned 41.8 40.0/ 40.0| 40.0 40.0 40.0 40.0 40.0/ 40.0 40.0 40.0 40.0
SAIDI: C ENL Unplanned 370.1] 232.0| 232.0| 232.0 2320 2320 232.0 232.0| 232.0 232.0 2320 232.0
SAIDI: Total (B +C) 411.9 272.0| 272.0| 272.0 272.0 272.0 272.0 272.0| 272.0 272.0 272.0 272.0
SAIDI: 4B + C (ComCom Target) 391.0| 252.0| 252.0| 252.0 252.0 252.0 252.0 252.0| 252.0 252.0 252.0 252.0
SAIFI: BENL Planned 0.31] 0.540| 0.54] 0.54 0.54 0.54 0.54] 0.54] 0.54 0.54 0.54 0.54]
SAIFI: C ENL Unplanned 3.18| 3.000| 3.00| 3.00 3.00 3.00 3.00| 3.00| 3.00 3.00 3.00 3.00|
SAIFI: (B+C) 3.49 3.540| 3.54] 3.54 3.54 3.54 3.54] 3.54] 3.54 3.54 3.54 3.54]
SAIFI: %B + C (ComCom Target) 3.34 3.27| 3.27 3.27 3.27 3.27| 3.27 3.27| 3.27 3.27 3.27| 3.27

A potential conflict between the stakeholders linked to the primary service levels has emerged. On one
side of the conflict, regulated service level targets have been set to reward improvement of security
standards for network designs, maintenance, response and restoration of supply. On the other hand
regulated revenue restrictions are in place that limit the rate at which improvement can be made to the
current security standards. In addition, the results of surveys from consumers strongly indicate a
preference to maintain current security levels rather than increase costs to achieve improved security

levels.

Financial Efficiency

Financial Efficiency Measure Actual Target Target Target Target} Target Target Target Target Target| Target 2027] Target 2028

2017-18 2018-19 2019-20 2020-21 2021-22] 2022-23 2023-24 2024-25 2025-26| 2026-27| 28 29

Operational Expense (5/km) $2,511 52,816 52,962 52,805 53,013 52,974 $3,007 52,993 $3,004 53,032 52,991 52,994

Operational Expense (5/1CP) 5389 %437 8455 5427 5454 5444 5445 5439 5437 5437 5423 3424
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Eastland Network

Maintenance expenditure is the dominant component of operational expenses. Eastland Network Limited
has previously achieved a lower than average industry level of expenditure however the forecast shows an

increase reflecting the increase in maintenance following the acquisition of the Eastland transmission spur

assets, and regulatory compliance costs as capital development stabilises.

The indirect cost expenditure forecast has increased to reflect changes to the management structure of

Eastland Group.

Energy Delivery Efficiency

Asset Management Plan 2019 Summary

Energy Delivery Efficiency Measure

Actual
2017-18

Target|
2018-19

Target
2019-20

Target|
2020-21|

Target|
2021-22

Target]
2022-23

Target|
2023-24

Target]
2024-25

Target|
2025-26

Target]
2026-27|

Target 2027
28

Target 2028
29

Load Factor ENL

60%

58%

55%

54%

54%

54%

54%

54%

54%

54%

54%

54%

Loss Ratio ENL

9.5%

9.5%

9.5%

9.5%

9.5%

9.5%

9.5%

9.5%

9.5%

9.5%

9.5%

109.5%

Capacity Utilisation ENL

23.0%

23.0%

23.0%

23.0%

23.0%

23.0%

23.0%

23.0%

23.0%

23.0%

23.0%

23.0%

When compared with averages for NZ companies the average load factor indicates that the load

characteristic of the region is consistent with other areas. The above average loss ratio reflects the low

density long line length characteristic of the region. The loss ratio increased to 9.5% from 2015 due to

inclusion of MOkV transmission losses following relocation of the Metering to Tuai GXP. For companies with

no Transmission and Subtransmission assets the loss ratio is expected to be lower. The below average

capacity utilisation reflects the low density connections using minimum size transformers that are larger

than necessary. In general the results are in line with expected levels.

Lifecycle and development plans

Growth trends indicate a reasonably low average peak demand increase over time with significant

variation. Growth is uncertain and is driven by the region’s economic outlook, and in the longer term, by

changes in technology and other factors. New technology and the use of distributed generation represent

opportunities for Eastland Network Limited to reduce the need for future transmission and sub-

transmission network upgrades. Also the acquisition/transfer of the Eastland transmission spur assets has

enabled the effective coordination of distribution, sub-transmission and distributed generation

investments.

Eastland Network Limited's current after diversity maximum demand (ADMD) for the 2017/2018 financial

yvear was 58.65MW.

Facing the challenges associated with serving a consumer base that is very different to what was

historically planned for Eastland Network Limited has meant the use of a variety of load forecasting

technigues to help predict the impact of accumulated load growth on capacity requirements and security

standards.

Battery, solar and transport technology rollout is happening faster than initially expected. An accelerated

shift to electricity for transport requires Eastland Network to increase its understanding and involvement

with the end users. Inorder to gain a real understanding Eastland Network has implemented a distributed

solar trial which will follow a number of typical installations and capture data in real time that can be

extrapolated to determine future impact on the electricity assets. Eastland Network is participating in a

regional energy centre to promote interactive communication with end users to ensure future

development and needs are understood prior to investment.

By projecting growth trends forward, coincident system peak demand has been forecast to grow from 60
MW in 2017/18 to a worst case of 80 MW in 2028. This gives an overall growth rate of approximately 1.5%

p.a.

Alternatively the conservative scenario indicates minimal if any growth to 60 MW in 2028 which equates

to a rate of 0% p.a.

»
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When making development decisions related to capacity requirements for long life assets, Eastland
Network Limited considers the high load forecast and a prudent planning margin, to ensure investment
covers the worst case scenario. To avoid over investment, the investment in capacity is deferred as long as
possible. For other decisions the low or medium forecasts are used as appropriate.

Specific triggers have been identified for major upgrades to ensure efficient investment to meet security
standards and avoid capacity constraints.

Life cycle management plans outline exactly what is planned to manage and operate the assets at the
target levels of service while optimising lifecycle costs. An assets life cycle starts with planning its

necessity, continuing through design, investment, o R

has s

7.3.1 Capital Expenditure
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