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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 November 2017 and March 2018.
The ten year planning period considered is from O1 April 2018 to 31 March 2028.

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 31March 2018.

The next revision of the AMP, (covering the period 2019 to 2029) will be prepared for disclosure on 1 April
2019.

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
management system and a number of other ancillary systems. If required the replacement and upgrading
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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
guantitiesdepnmnectrlerdoébdcement cost.

Asset description Approx Unit Avg Condition RAB Book Value
Qty Age Summary 2017 1/2/18
($000) ($000)

O1. Sub Transmission Line 641 km 44 Ageing $5,737 $6,202
02. Sub Transmission Poles 3,159 each 37 Average $9,180 $10,577
03. Sub Transmission Cable 1 km 15 Good $1,391 $371
04. Other Sub Transmission total Good $1,523 $1,447
Assets

05. Zone substation assets total 20 New/Good $9,059 $9,628

Condition

06. Major Transformers total 31 Average $6125 $7,722
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O7. Distribution Line
08. Distribution Poles
09. Distribution Cable

10. Distribution Substations

11. Distribution transformers

12. Switchgear

13. Load Control Equipment

14. Other Distribution Assets

15. LV Lines incl Street Lighting
16. LV Poles

17. LV Cable incl Street Lighting

18. Connection Assets

19. Communications

20. SCADA & System Control

21. Non System
Total

2,333
24,745
131

3,680
3,620
7,231

510
6,249
260

Km
each

km

each
each
each
total
total
Km
each
km

total

total

total

total

48
35
26

32
30
30

49
32
29
26

10

12
28

Ageing
Average

Above
Average

Average
Average
Average
Average
Average
Ageing
Average
Average

Customer
Drives
Upgrades

Technology
Determines
Condition

Technology
Determines
Condition

$8,904
$36,970
$11,974

$5,133
$10,388
$12,102
$2,184
$466
$3,167
$4,856
$8,764
$3,093

$1,301

$289

$10,060
$151,867

$8,589
$34,384
$11,485

$6,008
$12,245
$12,380
$1,997
$346
$3,852
$5,218
$9,469
$3,846

$1.268

$425

$9,958
$157,427

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 $86.299m,

determined the disclosed 2017 valuation as $151.867 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

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.

»
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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, (i.e. 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 Actuall Targe Targe Targel Targe Targe Targe Targe Targe Targe Targe Targe
2016-17 2017-194 2018-19 2019-2( 2020-21 2021-22 2022-23 2023-24 2024-25 2025-2¢ 2026-271 2027-2§

SAIDI: B ENL Planned 195.7] 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 1727.9 232.0 232.0 232.0 232.0 232.0 232.0 232.0 232.0 232.0 232.0 232.0

SAIDI: Total (B + C) 1923.5 272.0 272.0 272.0 272.0 272.0 272.0 272.0 272.0 272.0 272.0 272.0

SAIDI: ¥%2B + C (ComCom Target) 1825.7 252.0 252.0 252.0 252.04 252.0 252.0 252.04 252.0 252.0 252.0 252.0

SAIFI: B ENL Planned 0.98 0.54] 0.54] 0.54] 0.54] 0.54] 0.54] 0.54] 0.54] 0.54] 0.54] 0.54]

SAIFI: C ENL Unplanned 3.54 3.00] 3.00] 3.00] 3.00] 3.00 3.00] 3.00] 3.00| 3.00] 3.00] 3.00

SAIFI: (B + C) 4.52) 3.54 3.54 3.54 3.54] 3.54 3.54] 3.54] 3.54 3.54] 3.54] 3.54

SAIFI: %2B + C (ComCom Target) 4.03 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

Fi ial Effici y M e Actual Target Target Target Target| Target| Target| Target| Target| Target| Target| Target|
2016-17 2017-18 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25 2025-26 2026-27 2027-28

Operational Expense (5/km) 52,340 52571 52,816 52,885 52,902 52,927 52,886 52,906 52,881 52,915 52,911 52911

Operational Expense (5/1CP) 5364 5399 5437 5446 5448 5451 5444 5446 5441 5441 5445 5445

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

Energy Delivery Efficiency

Energy Delivery Efficiency Measurg Actuall Targe Targe Targe Targe Targe| Targe Targe| Targe| Targe Targe| Targe|

2016-17 2017-1§ 2018-19 2019-2q 2020-21 2021-24 2022-2§ 2023-24 2024-2§ 2025-24 2026-2] 2027-29
Load Factor ENL 56% 59% 58% 55% 549 549 549 549 549 549 549 549
Loss Ratio ENL 9.59 9.5% 9.59 9.59 9.59 9.59 9.59 9.59 9.59 9.59 9.59 9.59
Capacity Utilisation ENL 23.09 23.09 23.09 23.09 23.09 23.09 23.09 23.09 23.09 23.09 23.09 23.09

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 MMOkV 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 2016/2017 financial
year was 58.7TMW.

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 2016/17 to a worst case of 70 MW in 2028. This gives an overall growth rate of approximately 1.7%

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.

Predictions consider both an optimistic/worst case and conservative projection from the most recent
actual to ensure timely planning. This forecast includes foreseeable industrial developments. When making
development decisions related to capacity reguirements for long life assets, Eastland Network Limited
uses the high load forecast to ensure investment covers the worst case scenario. To avoid over investment

/ Vi| 363



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, operation and maintenance, and concludes with
replacement and/or disposal. Life cycle asset management encompasses the policies and practices
applied during all phases of an assets life to ensure the sustainable delivery of a power supply in the most
efficient manner.

Eastland Network Limited uses load flow analysis to assist in identifying solutions to network issues such
as capacity constraints, security, power quality and uneconomic supplies. Alternative scenarios and
options are modelled to optimise development plans, while the timing of work is largely determined as
secure load limits are exceeded or requests for additional load are received.

Life cycle management plans are prepared by asset and expenditure category. Capital plans present
background data and plans for renewal, replacement, augmentation and non-asset solutions in response
to asset aging, growth, reliability, performance, compliance and quality. Maintenance plans detail the
regular on-going work that is necessary to keep assets operating, including the basis for condition
monitoring, equipment standards, planned maintenance and provisions for unplanned actions in response
to faults or incidents. Eastland Network Limited drives maintenance work based on condition and reliability
assessments, as opposed to planned maintenance based on time usage of an asset.

Since Eastland Network Limited’s assets are in the age replacement phase of their life cycle, the
management tactic focuses on replacement over heavy maintenance. The average age is forecast to
increase as existing population profiles for conductor and poles in particular show the predominant
installation period is nearing end of expected life while renewal rates have been minimized to balance
renewal costs with allowable regulated revenues and return on asset value requirements.

Risk assessment

Effective risk management is required to protect the long-term viability of Eastland Network Limited and
to protect its stakeholders. Eastland Network Limited uses a systematic outcome-based method for
assessing asset related risks. This focuses on identifying and prioritising mitigating actions, which are
subsequently captured in work programs and network development plans. The acquisition of the
Eastland transmission spur assets has impacted on the risk profile of the Eastland Network Limited’s
network in respect of low probability, high consequence events. That is, the assets to be acquired have
very high reliability, and given the nature of the assets, failures are rare but expensive to repair or replace
(and can take significantly more time to repair). The impacts of risks associated with ex-transmission
assets, (and the appropriate treatment of those risks), continue to be analysed, assessed and updated, (in
successive AMPS), as Eastland gains more operational experience of these assets.

Financial summary

Capital expenditure

Capital expenditure for the planning period is $93.953m, ($76.561m current distribution assets + $12.711m
transmission assets + $4.602m non network assets).

These forecasts include an average design/project management capitalisation allowance of 9.49%,
($8.925m for total period), applied to actual distribution and transmission asset construction costs.This
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capitalisation allowance is a decrease on the average 9.37% allowance applied in previous year. In
accordance with Electricity Distribution Information Disclosure Determination 2012 requirements the
design/project management allowance is netted off System Operations and Network Support operating
costs.

2017-18 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25 2025-26 2026-27 2027-28

M Total reliability, safety and environment M Asset relocations
M Asset replacement and renewal M System growth
M Consumer connection W Non-network assets

Comments on each of the categories of capital expenditure are made below.

Consumer connection

For the planning period total Customer Connection expenditure is $1117m, ($111.7k per year). This
unplanned expenditure allowance is based on historical actual spend associated with the provision of new
or upgraded assets which for the most part cannot be reascnable expected to be met by the customer.
The exception is a customer capital contribution for the provision of Load Control Receivers which is
forecast at $11k per year.

System growth
For the planning period total System Growth expenditure is $13.740m.
All of System Growth expenditure is associated solely with current distribution assets. Any

expected/forecast System Growth expenditure associated with ex-transmission assets is beyond the
planning horizon of the AMP.

This category of expenditure includes provision for the steady state customer driven network extension
and capacity upgrades that cannot be avoided once trigger points have been exceeded. This includes
2018/19 and 2019/20 Mahia Sub-transmission upgrade @ $503k per vear, fully funded by developer
contributions which were recognised as revenue in 2014/15.

Asset replacement and renewal
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Asset Replacement and Renewal total capital expenditure for the planning period is $69.822m.
(Distribution assets $5711Tm, ex-transmission assets $12.711m).

With respect to the renewal of current distribution assets, the average age is forecast to increase from 28
years at the beginning of the planning period to 33 vears in 2027/28. In general terms, renewal expenditure
has been set to match the 10 year replacement rate of each asset type and budgeted network
depreciation. Expenditure on overhead assets, (poles and conductor) predominates.

Asset relocation

Asset Relocation driven capital expenditure for the planning period is an annual unplanned allowance of
$50k p.a. based on historical actual spend on distribution assets. Territorial authorities operating in
Eastland Network Limited’s network coverage area are regularly canvassed for information on immediate
future and longer term reguirements they might have regarding the relocation of Eastland Network
Limited assets. Responses received at this time do not identify any specific requirements to relocate
Eastland Network Limited assets.

No allowance has been made for the relocation of ex-transmission assets.

Reliability, safety and environment

Reliability, Safety and Environment total capital expenditure for the planning period is $4.099m and is
solely related to distribution assets, (at this time no requirement for ex-transmission asset related
expenditure has been identified).

This relatively low level of expenditure in this category is a result of large levels of expenditure that was
undertaken between 2000 and 2004 for the purposes of addressing a backlog of safety and
environmental issues and improvement of security of supply standards through the development of the
distribution sub-transmission network.

Overhead to underground conversions

For the planning period total of $2.005m is forecast for overhead to underground conversions. This
expenditure is included under Asset Replacement and Renewal or Reliability, Safety and Environment-
Other.

Non - network asset capital

Non - Network Asset total capital expenditure for the planning period is $4.702m. This expenditure which
is not subject to any design/project management allowance, covers ancillary capital items specifically
required for the operation of the network distribution business; ie, specialist tools and equipment, vehicles,
specialist IT software and hardware, property and buildings. These items are included in the Regulated
Asset Base.

Currently expenditure on systems and items common across the Eastland Group such as PCs and
telephones is not included in the non-network asset capital category. These items are supplied under a
Shared Services/ Management Fee arrangement, (operational expenditure fee) between Eastland Network
Limited and Eastland Group Limited.

The largest single items in this forecast over the planning period are $1.550m budgeted for an updated
AMS system, capital projects associated with Carnarvon Street and Wairoa depot properties of $450k and
$726k relating to vehicle replacements.

Total operational expenditure forecast

The Electricity Distribution Information Disclosure Determination 2012 requires that information on total
operational expenditure; (maintenance + non-network operational expenditure) is presented. The
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following graph summarises total operational expenditure as presented in the AMP. The expenditure profile
is flat which indicates that steady state assumptions apply.

FORECAST OPERATIONAL EXPENDITURE
(constant $000)
$14,000
$12,000
$10,000 -
$8,000 -
$6,000 -
$4,000
$2,000
[
2017-18 2018-19 2019-20 2020-21 2021-22 2022-23 2023-24 2024-25 2025-26 2026-27 2027-28
M Asset replacement and renewal B Routine and corrective maintenance and inspection B Vegetation management
M Service interuptions and emergencies M System operations and network support ¥ Business support

Maintenance expenditure

Total maintenance expenditure for the 10 year AMP period is forecast at $60.630m, ($51.871m distribution
assets and $8.759m ex-transmission assets).

For distribution assets, maintenance plans have been prepared by asset type and expenditure category.
These plans detail the regular on-going work that is necessary to keep assets operating, including the basis
for condition monitoring, eqguipment standards, planned maintenance and provisions for unplanned
actions in response to faults or incidents. It has been identified that Eastland Network Limited’s
distribution assets are in the age replacement phase of their life cycle. The management tactic is to
therefore replace rather than to continue with a heavy maintenance strategy. The expected improvement
in average asset condition will lift performance and allows low maintenance expenditure to be sustained.

For ex-transmission assets, maintenance forecasts totaling $9.395m have been applied from 2017/18. These
forecasts are based on information originally supplied by Transpower and have been supplemented with
additional information commissioned from 3rd party advisors during the due diligence process and asset
conditioninformation collected during Eastland Network’s first year of operating the assets.

Maintenance expenditure forecasts in the AMP are provided by asset type and expenditure type as per
EDIDD 2012 categories. The expenditure categories are;

Routine and corrective maintenance and inspection

This expenditure that is driven by pre-planned and programmed work schedules and includes routine

inspection/condition monitoring, testing and servicing activities.

For the planning period the total is $15.540m, ($8.933m distribution assets and $6.607m ex-transmission
assets).

Service interruptions and emergency maintenance

For the planning period the total Service Interruptions and Emergency Maintenance is $13.564m, ($13.212m
current distribution assets and $352k ex-transmission assets).
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Included in this expenditure category is a standing allowance of $592k p.a. for provision of a 24x7 faults
call centre and a fault management/response service.

Asset replacement and renewal maintenance

For the planning period the total Asset Replacement and Renewal Maintenance is $21.376m, ($20.726m

distribution assets and $650k ex-transmission assets).

Incorporated in the distribution asset expenditure is $1.727m of annual ACOD payment from Eastland
Network Limited to Eastland Generation Limited in respect of Waihi Hydro Scheme and Diesel Generator
assets.

This relatively low level of asset replacement and renewal maintenance for both distribution and
transmission assets is a result of the comprehensive capital asset replacement and renewal program.
Vegetation management

For the planning period the total Vegetation Management Maintenance is $10.150m, ($9.000m distribution

assets and $1150m ex-transmission assets).

This level of expenditure reflects the ongoing tree management programs required to maintain network
performance.

Non network operational expenditure

An Electricity Distribution Information Disclosure Determination 2012 requirement for AMPs is to provide
information and forecasts on non-network operational expenditure.

The two classifications of non-network operational are as follows;

Business support

This includes the usual “corporate” support costs associated with HR, IT, finance, legal, property services,
Director costs, marketing, consultants (other than engineering) and corporate communications - most of
which are included in the current Shared Services/Management Fee structure.

Additional items of expenditure included in this costs associated with category are Regulation, Pricing,
Billing, Customer liaison (including Transpower) and revenue collection.

For the planning period total Business Support is forecast at $36.718m.

System operations and network support

This includes the usual “direct” support costs such as asset management and planning, network
engineering and design costs, network policies and standards, network record keeping and associated
systems, engineering and technical consultants, IT and comms for network management and customer
management.

For the planning period total System Operations and Network Support is forecast at $20.927m. This total
is reduced by capitalised design/project management costs totaling $8.148m.

Performance and improvement plans

Improvement of the assets is achieved by strategic and business plans which contain agreed guidance and
criteria. The primary responsibility of the asset management team is to identify options for improvement
and asset management plans for input into the strategy and business planning process. The resulting
improvement is continuous as the AMP is updated during the normal business planning cycle. Internal and
external audits/reviews are undertaken at regular intervals to confirm the validity of technical content,
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assess asset management performance against best practice, and identify areas where implementation of
asset management practice can be improved.

Eastland Network Limited reviews benchmarking results for similar companies in order to more effectively
target improvements in line with national trends. Performance measures have been developed to ensure
that meaningful comparisons with comparable lines companies can be undertaken and compliance with
regulatory targets is maintained.

On-going asset management improvement initiatives target increased capture of detailed asset attributes
and performance information, to aid predictions, which facilitates the development of improved capital
and maintenance strategies to correct condition and asset deficiencies and meet growth requirements.

The primary indicators for reliability and performance are the SAIDI index and SAIFI index
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Installation of remote diesel generators between 2002 and 2003 has reduced the impact of planned
outages. On average over the past 8 years use of generators has avoided 300 SAIDI minutes p.a., or 90%
of the current level, p.a. over the period. The extent of this reduction cannot be seen in the statistics as
pole replacement on spur 50kV lines, previously deferred, was undertaken between 2003 and 2008
without any impact on outage statistics.

Use of Live line technologies has avoided an average of 10 SAIDI minutes p.a. between 2001 and 2008. As
a result of skill shortages in 2007 and 2008 and an increase in line renewal work over rugged terrain, the
use of Live Line technologies is currently suspended.

While the targeted SAIDI is below the regulated limit a shift to renewal projects on lines not suited to
generator support will increase planned SAIDI figures. It is likely that the regulatory limits will be exceeded
in future due to this increase in necessary maintenance and renewals work on the rural or spur lines.

Significant weather events and environmental factors such as slips after long periods of rainfall, generally
considered as normal, have the most significant impact on Eastland Network Limited’s ability to achieve its
targets. The impact of these events on the Eastland transmission spur assets, while likely to be rare, will
have a significant impact.

The design on the Transmission lines with both circuits on the same tower was exposed to an N-2 event
when a Plane impacted both circuits in 2016/2017. The saidi minutes from this single event were 4 times
the annual target. This rare event has not been included in the graphs and is normalized out using
regulatory reporting requirements.

The low proportion of planned to unplanned makes it difficult to control targets by manipulation of
planned work. Where viable, multiple contractors are pooled into a collective group for shutdown work to
minimise the need for multiple outages on a specific project. An example of this is a pole replacement
project where seven separate companies were collectively engaged to minimise the number and length of
outages for the project.

The steady decline in available field service contracting resources in New Zealand has resulted in critically
low resource levels in the local region. Eastland Network Limited is actively contributing to training and
development of new resource at the entry level to ensure improvement of its asset management activities
in the long term.

Eastland Network Limited has a technology focus and is active in identification and development of
equipment and systems designed to offset the effects of renewal investment and resourcing short falls.
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1. Background and objectives

1.1 Purpose of this AMP

The purpose of this AMP is to provide a management framework that ensures that Eastland Network Limited:

1 Sets service levels for the electricity network that will meet owner, consumer, community and regulatory
requirements;

1 Understands what network capacity, reliability and security will be required both now and in the future, and

what issues drive these requirements;

1 Has arobust and transparent process in place for managing all stages of the network asset life cycle from
conception to removal;

1 Has adequately considered the classes of risk the network business faces, and has systematic processes in

place to mitigate identified risks;

1 Has made provision for funding phases of the network asset lifecycle while balancing levels of investment
against allowable regulated revenue and return on asset value requirements;

1 Makes decisions within systematic and structured frameworks at each level within the business, and that it
especially doesn’'t make ad-hoc decisions;

1 Has an ever-increasing knowledge of discrete asset components including locations, ages, conditions,
performance and likely future behavior as components deteriorate, age and are required to perform at
different levels.

Presentation of the AMP in this format also meets the requirement 24 of the Electricity Distribution Information
Disclosure Determination 1 October 2012.

1.2 Interaction with other goals and drivers

All of Eastland Network Limited’s assets exist within a strategic context that is shaped by a wide range of issues
including Eastland Network Limited’s Statement of Purpose and Vision, the prevailing regulatory environment,
government policy objectives, commercial and competitive pressures and technology trends. Eastland Network
Limited’s assets are also influenced by technical regulations, asset deterioration, the laws of physics and risk
exposures independently of the strategic context, and indeed these issues may constrain the strategic plan.

1.2.1 Corporate purpose and vision

Eastland Network Limited’s statements of purpose and vision therefore communicate a strong focus on the
development of the local economy.

Statement of purpose

Eastland Network will utilise existing assets to achieve an appropriate return for the shareholder while
providing opportunities for business growth and improving the value delivered to customers.
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Vision
Eastland Network will provide returns on assets, growth on investments and operating performance which

places it in an average position relative to other New Zealand electricity companies with similar geographic,
demographic and loading and fixed asset investment characteristics.

Safe, reliable and optimally-priced delivery of electricity influences the competitiveness of local wealth creating
businesses. If they don’t create long-term sustainable wealth Eastland Network Limited loses out as well.

1.2.2 Vision for asset management

Eastland Network Limited’s vision for asset management is:

Vision for asset management

Eastland Network’s asset management function will strive to optimise its’ investment in electricity
distribution assets to provide levels of service that are acceptable to its customers and other stakeholders
at a price that sustainably maximises economic efficiencies.

The key aspect of implementing this vision is through having well defined and robust processes for optimizing spend
levels at all stages of asset lifecycles. These processes are discussed in Section 1.6 of this AMP.

1.2.3 Overview of asset management strategy and delivery

Eastland Network Limited’s core planning document is the Strategic Plan which considers all the strategic drivers
depicted in figure 1.2.3(a). The Strategic Plan regularly examines these issues at intervals appropriate to how fast each
issue moves, and identifies the important things Eastland Network Limited must focus on to fulfill its Statement of
Purpose and its Vision. A key influencer of Eastland Network Limited’s Strategic Plan is the increasing level of
regulation that the lines sector faces - not only are Eastland Network Limited’s prices and supply gquality regulated,
but many of Eastland Network Limited’s activities such as the preparation of this AMP and disclosure of performance
indices are heavily prescribed.

The relationship of the AMP to the Strategic Plan needs to consider the following issues;

The physical degradation of Eastland Network Limited's assets due to age and operating characteristics is largely
independent of Eastland Network Limited’s chosen business strategy (notwithstanding decisions to spend on the
assets) and of the regulatory framework.
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The nature and configuration of Eastland Network Limited’s assets reflects past business strategies and policy
environments more strongly than present strategies, e.g. past rural electrification has resulted in segments of network
considered uneconomic in the current environment.

The preparation of the AMP proceeds in parallel with the preparation of the Strategic Plan and is shaped by it rather
than being absolutely dependent on it.

1.2.4 Interaction of key planning documents

Interactions of the key planning documents are as follows:

Statement of Corporate Intent. This document defines the Director’s intentions and objectives for Eastland Network
Limited for the next three financial years and is agreed with the owners. This encompasses planned business activities
and objectives, values, performance targets and communication methods.

Strategic Plan/Business Plan. Annual plans and key initiatives are established in these documents to support the
achievement of performance targets. Because the AMP is a tactical plan and a repository for detailed asset
information, these documents are closely coordinated during the business planning cycle.

Ten Year Financial Plan. The Ten Year Financial Plan identifies funding requirements necessary to achieve the capital

and maintenance budgets as produced by the AMP, and any other business funding requirements. The Financial Plan

identifies funding constraints that may affect the ability to achieve AMP objectives therebyi nf |l uenci mgtohange
the AMP and/or demonstrates that business performance and service objectives can be met.

Customer Relationship Management Plans. These plans record consultations with major electricity users regarding
their current and future electricity supply requirements and their preferences for price and quality trade-offs. Eastland
Network Limited also seeks to determine the needs of all electricity users from the Energy Retailers that represent
them. The Energy Retailers have contractual arrangements with Eastland Network Limited that incorporate the
desired requirements for energy delivery services to their customers. Eastland Network Limited focuses on the
wealth-creating sector of the local economy and also consults with a number of other representative community
groups such as Federated Farmers and Grey-Power as proxies for the mass-market.

The outputs from the asset management process are the operational, maintenance and capital work programs. These
programs are contained within the AMP and include:

Operational Activities. The operational triggers and activities are described in Section 5.2.
Maintenance Plans. The trigger points and activities for maintaining the assets are presented Section 5.3.

Capital Replacement Plans. Analysis of asset performance age and condition result in optimal asset renewal programs
presented in Section 5.4.

Development Plans. Analysis is undertaken to test growth and performance against service standards. A Network
Development plan is then created in line with investment and risk policies. This is summarised in section 4.7.

Equipment and Design Standards. Detailed equipment and design specifications, based on the required functionality
of the assets, are included in the Network Quality System. General standards and issues concerning quality and
compliance are covered in the lifecycle management sections of this AMP.
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1.3 Period covered by this AMP

This edition of Eastland Network Limited’s AMP covers the 10 year period 1 April 2017 to 31 March 2027.

This AMP was prepared over the period November 2016 to March 2017 by Eastland Group’s General Manager
Networksand the Asset and Planning Manager.

The AMP was approved by the Eastland Network Limited Board of Directors on 31 March 2017 and publicly disclosed
in accordance with Requirement 2.6 of the Electricity Distribution Electricity Information Disclosure Determination
2012.

1.4 Stakeholder interests

141 Stakeholder identification.

Eastland Network Limited defines its stakeholders as any person or class of persons that does or may do one or more
of the following:

Has a financial interest in Eastland Network Limited (be it equity or debb).
Is physically connected to Eastland Network Limited’s network.

Use Eastland Network Limited’s network for conveying electricity.

Supply Eastland Network Limited with goods or services.

Is affected by the existence, nature or condition of Eastland Network Limited’'s network.

=A =_ =2 =4 =4 =

Have a statutory obligation to perform an activity in relation to the existence of Eastland Network Limited’'s
network (such as request disclosure data or regulate prices).

1.4.2 Stakeholder interests

The interests of Eastland Network Limited’s stakeholders generally fall into 1 of the 4 categories defined in Table
14.2(a) below:

Table 1.4.2(a) - Key stakeholder interests

Interests
Viability Supply quality Safety Compliance
Shareholder \Y Y, Y,
Bankers \%
Connected customers Y Y, \Y
Energy retailers \% \%
Mass-market representative groups \Y \Y
Industry representative groups \Y \Y
Staff & contractors \Y \Y, Y,
Public \%
Councils (excluding as a consumer) \%
Land Transport \% \%
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Ministry of economic development \% \%
Commerce Commission \ \%
Electricity Authority \%
Land Owners \
1.4.3 Determining stakeholder interests

Stakeholder interests are determined via the following mechanisms:

Shareholders - Regular business performance reviews are conducted by the shareholders. Correspondence and
meetings are held between the shareholders and Eastland Network Limited’s directors /Management team to review
performance and consult on strategic plans.

Bankers - Communication via direct discussion and written correspondence at regular intervals ensures that the
formal agreements and interests of the bankers are adhered to.

Customers and representative groups - The interests of these stakeholders are determined through direct
discussion with large customers, meetings with consumer and industry representatives, and customer surveys (refer
section 3.1). Eastland Network Limited representatives are involved with the civil defense, Gisborne chamber of
commerce, Regional development groups and regional working groups. At an operational level customers
communicate their interests directly with either Engineering staff or Eastland Network Limited’s call centre.

Staff and contractors - Weekly meetings are held with contractors and staff which provide an open forum to
determine and discuss individual interests and interests fed back from customers and the public via the individuals. All
information is recorded and incorporated into revised plans where relevant.

Energy retailers - Currently there are seventeen retailers who trade on Eastland Network Limited’s distribution
network. As required formal engagement with these retailers is as per the appropriate section of the Eastland
Network Limited’s Use of System Agreement, (ENL UoSA). The ENL UoSA is tightly based on the Electricity Authoriy
Model Use of System Agreement, September 2012. Outside of the formal engagement processes, Eastland Network
tries to foster an open and less formal engagement process with retailers where matters of mutal interest can be
readily tabled for discussion and appropriate action.

Public - Public interests are generally relayed via local media, other authorities and representative groups. Eastland
Network Limited provides open access for the public to engineering and management staff at its main offices in
Gisborne and via its call centre. Eastland Network is part of the Utility Disputes Limited (UDL) Scheme who
contribute to public interests by providing a resolution process for unsatisfactory service. Eastland Network ensures
complaints are dealt with in a timely and effective manner.

Councils and authorities - Monthly Utility meetings are held with representatives from Telecommmunications, Gas,
Council, Road Authorities and General contractors to determine both short and long term interests for incorporation
into operational and long term asset management plans. In addition councils are consulted at all levels to establish the
potential impacts of Eastland Network Limited strategies and activities.

Ministries and commissions - The interests of these groups are identified through legislation and regulation. Eastland
Network Limited has engaged Price Waterhouse Coopers and Chapman Tripp to monitor and represent Eastland
Network Limited in this area. In addition Eastland Network Limited has significantly increased staffing and funding
from 2008 to provide information, review and revise systems in order to accommodate the steadily changing
requirements.
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Landowners - Eastland Network Limited engineering staff maintain a close relationship with Landowners and
developers to determine their interests on an open and informal basis. At an operational level formal access and tree
notification processes provide for feedback that is incorporated into Eastland Network Limited’s asset management
systems.

1.4.4 Accommodating stakeholder interests

Table 1.4.2(a) provides a broad indication of how Eastland Network Limited accommodates stakeholder interests:

Interest Description

Viability Viability is necessary to ensure
that Eastland Network Limited’s
shareholder and providers of
finance have sufficient
confidence to retain ownership
of Eastland Network Limited or
provide finance to Eastland
Network Limited. For users of
line function services the prices
must be affordable.

For other stake holders the
activities conducted by
Eastland Network Limited
should minimise negative
impacts on viability of their
activities.

Supply guality Emphasis on continuity,
restoration is essential to
minimizing interruptions to
Eastland Network Limited’s

customers businesses.

Safety Eastland Network Limited’s
staff, contractors and the public
at large must be able to live in
close proximity to network
assets and/or work on the

network in total safety.

Lines and equipment on private
land must be operated and
maintained to minimise
interference to other activities
carried out on the land and
avoid serious harm or damage
to property.

Accommodating that interest

Eastland Network Limited accommmodates its
stakeholders’ needs for long-term viability by
delivering earnings that are sustainable and reflect an
appropriate risk-adjusted return on employed capital

While net prices are controlled to maintain
compliance, changes to prices are analysed to
determine individual impacts and step changes are
managed to maintain them within affordable limits.

Design standards and selection of assets for each
application given careful consideration to ensure they
are suited to the stakeholders needs.

Eastland Network Limited accommodates
stakeholders’ needs for supply quality by focusing
resources on continuity, provision of security and
restoration which is what Eastland Network Limited’s
customers have said is important to them.

Eastland Network Limited ensures that the public at
large are kept safe by managing the network assets
so that they are installed, operated and maintained to
relevant regulations, codes of practice and standards
relating to their structural strength, electrical safety
and design functionality.

Eastland Network Limited ensures the safety of its
staff and contractors through implementation of its
Health & Safety Management System which
prescribes the process and procedures for hazard
identification/management, contractor
management/auditing, staff/contractor training &
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competency assessment, the provision of safety
equipment and safe work procedures.

The safety management system documents
processes to ensure safe operation of the network

assets.
Compliance Eastland Network Limited hasa  Eastland Network Limited ensures that all safety
duty to comply with many issues are adequately documented and available for

1.4.5

statutory requirements ranging inspection by authorised agencies.

f f isclosi o )
rom safety to disclosing Eastland Network Limited discloses performance

information and targeted . L ) . .
9 information in a timely and compliant fashion.

threshold regimes for price,

quality and customer Eastland Network Limited will restrain its net prices to
consultation. within the limits prescribed by the price path
threshold.

Managing conflicting interests

Eastland Network Limited’s priorities for managing conflicting stakeholder interests are:

il

Safety. Eastland Network Limited will give top priority to safety. Even if Eastland Network Limited has to
exceed budget, the safety of staff, contractors or the public, (and their property) are a primary consideration.

Viability. Eastland Network Limited will give second priority to sustainable financial viability because without
it the business will cease to exist which makes supply quality and compliance pointless.

Supply quality. Eastland Network Limited will give third priority to supply continuity and quality as this is
what makes energy users, and therefore Eastland Network Limited, successful.

Compliance. Eastland Network Limited has a duty to comply with all the regulatory requirements applicable
to lines businesses and endeavors to meet those requirements. However Eastland Network Limited also
understands that achieving compliance may on occasion be in tension with other interests such as financial
viability. Under these circumstances Eastland Network Limited will decide a course of action that is
sustainable and reflects a balanced view of all stakeholder wishes and expectations.

To achieve consistency regarding the management of conflicting stakeholder interests, the priority structure above is

considered and applied during Eastland Network Limited’s annual Strategic and Business planning cycles. The

outcome is that the annual Business Plan provides at an operational level direction and detail on how prioritized

objectives setoutinthe St r at egi ¢ Pl asedwialntds be ipacereftbbir mance measur ed.

1.5

Accountabilities for asset management

The electricity assets of Eastland Network Ltd are 100% owned by the Eastland Community Trust (ECT). The ECT,
originally the Eastland Energy Community Trust, was created in 1993 and took ownership of all the Poverty Bay

Electric Power Board's assets following the implementation of the Electricity Companies Act and subseguent Acts.
The trustees of the ECT are appointed by the Gisborne District Council, (GDC). The GDC is the ultimate capital
beneficiary of the Trust.
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The ECT also owns other companies forming the Eastland Group, as shown below:

Eastland Group Ltd manages Eastland Network Limited, Eastland Generation Ltd, Eastland Port Ltd and Eastland
Investment Property Ltd. The Eastland Group also manages and operates Gisborne Airport on a long term lease from
the Gisborne District Council. Eastech Ltd is owned by Eastland Group Ltd. Together these companies make up the
Eastland Group.

Primarily, Eastland Group Ltd is a shared service provider to each of the companies within the Eastland Group. It
employs management and operational staff required to operate the companies within the Group. Governance of the
Eastland Group is provided by a common Board of Directors appointed by the ECT. This management/governance
structure is illustrated below:
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Eastland Group Management Structure

Eastland Community Trust
Eastland Group Board of Directors

Eastland Group Chief Executive

Executive Assistant

General Manager General Manager General Manager General Manager General Manager Chief Financial Marketing and
Networks Ports Business Development Generation People and Performance Officer Communications Manager

With respect to the management of Eastland Network Limited distribution network assets, Eastland Group Limited
provides the services and resources required to carry out all financial management, planning, design and network
operating activities. Since all physical installation and maintenance work carried out on network assets is contracted
out, the network operating function includes significant responsibility for the management of accredited independent
contractors.

Contractors tender for packages of maintenance activity and/or capital works projects. Contracts are awarded on the
evaluated performance criteria of price, quality/safety and timeliness. Contract tendering and management is carried
out in accordance with NZS 3910:1998 “Conditions of Contract for Building & Civil Engineering Construction”.

Eastland Network Limited believes that competitive tendering is beneficial for the business as it stimulates contractor
innovation and results in field services being provided at the true market rate. As such Eastland Network Limited does
not operate a system of preferred contractors. Any contractor is able to tender for Eastland Network Limited work
provided that they are able to meet and maintain predetermined standards relating to demonstrating competency,
the provision of quality, health & safety and financial management systems.

1.51 Accountability at governance level

Governance of Eastland Group is provided by a Board of Directors appointed by the Eastland Community Trust.

The inclusion of quality targets and EBIT targets in the Statement of Corporate Intent makes Eastland Network
Limited’s Board intimately accountable to the shareholder for these important asset management outcomes. The
inclusion of revenue and financial performance targets in the statement makes the Board additionally accountable for
overseeing the price-quality trade-off inherent in projecting revenue and network performance.

The requirement for the Strategic Plan, the Business Plan, (including capital and maintenance expenditure budgets),
and the AMP to be approved by the Board of Directors on an annual basis adds a further accountability function. On
a monthly basis the Board receives updates on progress against service level and financial performance targets. All
large projects $150K or higher are identified to the Board for approval and all purchase contracts in excess of $250k
are approved by the Board. Performance against Statement of Corporate Intent targets is reported annually to the
Shareholder.

15.2 Accountability at executive level

Overall accountability to the Board of Directors for the performance of the electricity network, the port and the
airport rests with Eastland Group’s Chief Executive whose employment contract specifies inter alia the asset
management outcomes to be created such as safety, reliability, revenue, profitability and compliance.

1.5.3 Accountability at Operational level
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The General Manager Networks is accountable to the Chief Executive for the safe, reliable, profitable and compliant
operation of the electricity network principally through his employment contract. Accountabilities of the General
Manager Energy include overall responsibility for achieving compliance with all Eastland Group corporate policies and
procedures, (including planning/reporting, human resource management, health & safety management,
environmental management, contract tendering, contract management, regulatory disclosure management and
financial/budgetary management).

The General Manager Network’s activities, accountabilities, resources and responsibilities for achieving Eastland
Group corporate policies and procedures are assigned as follows:

The long term planning function which undertakes asset planning and design work and includes the company’s
professional engineering resources and the drawing/information record keeping. Production of this AMP is a key
accountability of the Asset and Planning Manager who reports to the General Manager Networks.

The real-time and short term system operations function implements work programs, operates the network, and
manages contractors. Delivery of reliability, budget cost, and safety performance are the key accountabilities of this
group who on an individual basis are assigned responsibility for the implementation of specific capital and/or
maintenance activities and budgets as determined in the AMP. Contract and operation reviews provide additional
feedback from contractors.

Close interaction between Planning and Operations is achieved through the stewardship of the General Manager
Networks. Real-time, short term and long term planning roles are assigned to individuals based on skills and
experience held. Typically all individuals are assigned responsibilities involving both the short term operational and
long term planning functions. Group responsibility for real time operation of the control room and the achievement of
network reliability, budgetary, safety and environmental performance targets is also shared between the Planning and
the Operations people based on capability and experience.

A diagram showing the structure of Eastland Group for the Gisborne based operations is shown below. On the left
hand side of the diagram roles primarily associated with the Asset management and operation of Eastland Network
Limited are highlighted with the Light Green. This group is also responsible for Asset Management and operation of
Eastland Generation Limited. Business support functions are provided by the Finance (Pink) and Shared Services
(Green) groups.

1.5.3.1 Planning and Operational Resource Development
A periodic review of staffing levels including skill and competency reguirements to best serve the operational needs
of Eastland Network Limited has confirmed the following additional resource requirements:

1 The design planning and asset management function of Eastland Network Limited and Eastland Generation
Limited has expanded to a level where the current role needs to be split over additional resource. (Also
identified during review of risk as a key role)

T Development of a role to cover Operations Management

Key drivers identified in the review included;

1 Changes in requirements for on-going reviews, process change management, reporting and auditing
associated with the Public Safety Management System.

1 Increased levels of investigation into non asset solutions identified in this AMP and the business plan.

While proposals for additional resource are subject to business planning approval, expenditure relating to the changes
is included in System Operations and Network Support forecasts.
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