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INTRODUCTION

Purpose

Powerco is New Zealand’s second largest electricity distribution company by customer numbers, supplying around one of every six residential
customers in the country. We have the largest supply territory by area and largest overall network length. Our networks stretch across the North Island
from the Coromandel to the Wairarapa.

We provide an essential service to more than 320,000 homes and businesses. The electricity distribution assets we manage are capital-intensive and
have long lives. We consider ourselves long-term asset stewards, providing effective and efficient asset planning and investment for current and future
generations.

In March 2013, we published a comprehensive Asset Management Plan, which is available on Powerco’s website www.powerco.co.nz. This Asset
Management Plan Update (2015 AMP Update) provides the latest information on our forecasts and on Powerco’s long-term strategy for managing our
electricity assets.

The 2015 AMP Update relates to the electricity distribution services supplied by Powerco. It covers the planning period from 1 April 2015 to 31 March
2025, and explains changes made to our asset management planning since the publication of our previous AMP.

Information disclosure requirements

Clause 2.6.3(4) in the Electricity Distribution Information Disclosure Determination 2012 requires Powerco to complete and publicly disclose, before
1 April 2015, an AMP Update.
Clause 2.6.4 states that the AMP Update must:
* Relate to the electricity distribution services supplied by the electricity distribution business (EDB)
Identify any material changes to the network development plans disclosed in the last AMP (or AMP Update)
Identify any material changes to the lifecycle asset management (maintenance and renewal) plans disclosed in the last AMP (or AMP Update)

Provide the reasons for any material changes to the previous disclosures in the Report on Forecast Capital Expenditure set out in Schedule 11a and
Report on Forecast Operational Expenditure set out in Schedule 11b

Identify any changes to the asset management practices of the EDB that would affect Schedule 13 Report on Asset Management Maturity disclosure

In addition, clause 2.6.5 requires each EDB to complete the following reports before the start of each disclosure year:
The Report on Forecast Capital Expenditure in Schedule 11a
The Report on Forecast Operational Expenditure in Schedule 11b
The Report on Asset Condition in Schedule 12a
The Report on Forecast Capacity in Schedule 12b
The Report on Forecast Network Demand in Schedule 12c
The Report on Forecast Interruptions and Duration in Schedule 12d
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If an EDB has sub-networks, it must also complete the Report on Forecast Interruptions and Duration set out in Schedule 12d for each sub-network.

Structure

This AMP Update has been structured to meet disclosure requirements and is in the same format as our previous AMP Updates. In the interests of

brevity, we have not attempted to duplicate the detailed explanations in our full AMP. However, we would encourage readers to revert to our AMP
whenever a greater level of detail is required.

Section 2 provides an overview of aggregate forecast expenditure and outlines a small number of changes that have affected our forecasts. It also
provides information on material changes to the schedules since our previous disclosure.

Section 3 includes Schedules 11a — 12d.
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Material changes
Schedules 11a-12d are included in section 3. This section provides an overview of the rationale for changes to our forecasts and the information
provided in these schedules, as well as material changes to network development plans, asset lifecycle plans and asset management practices.

In general, disclosure information related to expenditure forecasts, asset condition, forecast capacity, forecast demand, and forecast interuptions
remains consistent with that included in our 2014 AMP Update and subject only to minor refinement.

We belive these forecasts continue to provide a realistic view of future investment requirements and network performance.

Material changes to network development plans

There are no material changes to our network development plans, relative to our 2014 AMP Update, other than to take into account the impact of large
projects where the timing has been modified and this has affected the expenditure profile. These projects are:

e The purchase of Hinuera Spur Line ($3.3m), the transfer of which is now anticipated in FY17 (formerly FY15)

e The Putaruru and Papamoa projects, which have been deferred, commissioning of which is now anticipated during FY18 (formerly FY17) This
deferral was due to slower than anticipated progress with land access negotiations that must be completed before the connecting lines can be
built.

Material changes to lifecycle asset management plans

There are no material changes to the renewal and lifecycle plans included in our 2014 AMP Update.

Material changes to asset management practices

There have been no material changes to the asset management practices that underpin the development of this AMP update.

We are currently in the process of refining the asset management tools, models, practices and processes and these changes will be reflected in future
editions of our AMP.

Material changes to schedules 11a and 11b: Forecast operating and capital expenditure.

Forecast operating and capital expenditure (pre-capitalisation) remains consistent with that noted in our 2014 AMP Update, and a comparison of
forecast variance is provided below:
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Figure 1: 2014 and 2015 Expenditure Forecasts
The changes relate to the following refinements to the methodology used to develop our expenditure forecasts:

e The forecast of nominal capex has fallen slightly as the long-term inflator used has declined from 2.2% to 2.0% to reflect the latest expected
changes in inflation.

e A number of significant customer-driven projects have led to an increase in capital contributions of approximately $4m in the FY15 year.

e Capital expenditure qualifying for interest capitalisation has been updated using the latest information (42% to 28%). This has slightly reduced
the forecast of the cost of financing.

e The purchase of Hinuera spur line ($3.3m) has been moved from FY15 to FY17.

e The timing of expenditure on some elements of the Papamoa and Putaruru project has changed, with commissioning now anticipated during
FY18.

2.5 Material changes to Schedule 12a: Asset condition

There have been a number of minor refinements made to Schedule 12a relating to improvements to our underlying methodologies. Key changes are:
e Alignment to the EEA Asset Health Indicator Guide, in particular for older problematic cable types, and for communciations equipment;
e Improved mapping of assets to categories reflecting the latest Commerce Commission guideance;
o Utilisation of improved data and resolution of data gaps as our asset inspection processes mature.
The overall effect of these changes is a refinement of asset condition classification and categorisation. Data accuracy classifications remain consistent
5
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with the position noted in our 2014 AMP Update.

Schedule 12b: Forecast capacity

Forecast network capacity remains consistent with that noted in our 2014 AMP Update. There have been a number of minor refinements which relate to
the following:

e Projects completed in the most recent financial year (FY15);
e Updated information on peak loads, derived from an improved forecasting methodology;
e Improved information on load transfer at new substations, which has influenced information for Bethlehem, Otumoetai and Te Maunga substations.

Schedule 12¢c: Forecast network demand

Forecast network demand remains consistent with our 2014 AMP Update. There have been a number of minor refinements due to enhancements to our
forecasting methodology, in particular:

e |ICP growth is now based on using Statistics NZ’'s population growth forecast (previously the dwelling growth forecast);
e DG connection rate forecasts (in particular PV installations) have been moderated in line with latest trends and information;
e Large scale DG impact has been upated to reflect the latest information.

Powerco continues to experience a decoupling of volume (0.6%p.a.) from peak demand trends (1.4% p.a).

Schedule 12d: Forecast interruptions and duration

Overall our performance targets remain consistent with Commerce Commisison targets and we remain committed to delivering network performance in
line with these targets. In parcular:

e Our forecast SAIDI performance remains in line with the position noted in our 2014 AMP Update;
e Our SAIFI forecast has been revised down reflecting historical performance improvements in this area.

We note the significant challenge associated with simultaneously delivering forecast increased work volumes (requiring greater access to and isolation
of the network to support additional works) and holding network performance stable. This situation is under review as we move to consider our approach
to delivering additonal work volumes in greater detail.



3 Schedules

SCHEDULE 11a: REPORT ON FORECAST CAPITAL EXPENDITURE

AMP Planning Period

Company Name

Powerco Limited

1 April 2015 - 31 March 2025

This schedule requires a breakdown of forecast expenditure on assets for the current disclosure year and a 10 year planning period. The forecasts should be consistent with the supporting information set out in the AMP. The forecast is to be expressed in both constant price and nominal dollar terms. Also required is a forecast of the value

sch rej
7 Current Year CY CY+1 CY+2 CY+3 CY+4 CY+5 CY+6 CY+7 CY+8 CY+9 CY+10
8 for year ended 31 Mar 15 31 Mar 16 31 Mar 17 31 Mar 18 31 Mar 19 31 Mar 20 31 Mar 21 31 Mar 22 31 Mar 23 31 Mar 24 31 Mar 25
9 11a(i): Expenditure on Assets Forecast $000 (in nominal dollars)
10 Consumer connection 23,139 18,658 18,669 19,242 19,781 20,484 21,062 21,593 22,048 22,506 22,967
11 System growth 28,835 26,090 37,898 31,742 31,166 34,419 36,454 37,926 38,841 39,733 40,603
12 Asset replacement and renewal 41,012 44,535 45711 59,103 61,896 69,673 76,510 80,975 84,324 87,687 91,063
13 Asset relocations 4,056 2,530 2,533 2,610 2,683 2,777 2,855 2,927 2,988 3,050 3,113
14 Reliability, safety and environment:
15 Quality of supply 7,329 12,370 12,831 25,599 26,906 28,522 27,406 28,294 25,539 26,102 26,664
16 Legislative and regulatory - - - - - - - - - - -
17 Other reliability, safety and environment 6,855 6,463 5,931 7,026 7,545 8,205 7,573 7,885 8,076 8,263 8,441
18 Total reliability, safety and environment 14,183 18,833 18,762 32,625 34,451 36,727 34,980 36,179 33,615 34,365 35,105
19 Expenditure on network assets 111,225 110,647 123,573 145,322 149,975 164,079 171,860 179,601 181,817 187,342 192,851
20 Non-network assets 5,531 9,379 12,346 8,830 6,020 4,894 5,029 5,130 5,233 5,337 5,444
21 Expenditure on assets 116,757 120,026 135,918 154,152 155,996 168,973 176,889 184,731 187,049 192,679 198,295
22
23 plus Cost of financing 1,975 2,119 2,366 2,730 2,719 2,967 3,000 3,031 3,064 3,163 3,249
24 less Value of capital contributions 18,088 14,408 14,417 14,860 15,275 15,817 16,263 16,673 17,025 17,378 17,735
25 plus Value of vested assets - - - - - - - - - - -
26
27 Capital expenditure forecast | 100,643 | 107,736 | 123,867 | 142,022 143,439 | 156,123 | 163,626 | 171,088 | 173,088 | 178,463 | 183,809 |
28
29 Value of commissioned assets [ 96,231 ] 106,260 [ 109251 ] 170472 143439 156,123 [ 163626 171,088 [ 173088 178463 [ 183809 ]
30 Current Year CY CY+1 CY+2 CY+3 Cy+4 CY+5 CY+6 CY+7 CY+8 CY+9 CY+10
for year ended 31 Mar 15 31 Mar 16 31 Mar 17 31 Mar 18 31 Mar 19 31 Mar 20 31 Mar 21 31 Mar 22 31 Mar 23 31 Mar 24 31 Mar 25
32 $000 (in constant prices)
33 Consumer connection 23,139 18,238 17,865 18,069 18,223 18,500 18,649 18,745 18,765 18,779 18,788
34 System growth 28,835 25,503 36,265 29,806 28,711 31,086 32,279 32,924 33,057 33,153 33,214
35 Asset replacement and renewal 41,012 43,533 43,741 55,498 57,021 62,927 67,747 70,295 71,767 73,166 74,493
36 Assetrelocations 4,056 2,473 2,424 2,451 2,471 2,508 2,528 2,541 2,543 2,545 2,546
37 Reliability, safety and environment:
38 Quality of supply 7,329 12,092 12,278 24,037 24,786 25,760 24,267 24,562 21,736 21,780 21,812
39 Legislative and regulatory -| -| -| -| -| -| - -
40 Other reliability, safety and environment 6,855 6,317 5,676 6,597 6,951 7,410 6,706 6,845 6,874 6,894 6,905
41 Total reliability, safety and environment 14,183 18,409 17,954 30,635 31,737 33,171 30,973 31,407 28,609 28,674 28,717
42 Expenditure on network assets 111,225 108,156 118,248 136,459 138,163 148,192 152,176 155,912 154,741 156,317 157,758
43 Non-network assets 5,531 9,168 11,814 8,291 5,546 4,420 4,453 4,453 4,453 4,453 4,453
44 Expenditure on assets 116,757 117,323 130,062 144,750 143,709 152,612 156,629 160,366 159,194 160,770 162,212
45
46 Subcomponents of expenditure on assets (wWhere known)
47 Energy efficiency and demand side management, reduction of energy losses 1,400 1,400 2,800 1,400 1,400 700 700 700 700 700 700
48 Overhead to underground conversion 300 300 300 300 300 300 300 300 300 300 300
49 Research and development
57 Current Year CY CY+1 CY+2 CY+3 CY+4 CY+5 CY+6 CY+7 CY+8 CY+9 CY+10
58 for year ended 31 Mar 15 31 Mar 16 31 Mar 17 31 Mar 18 31 Mar 19 31 Mar 20 31 Mar 21 31 Mar 22 31 Mar 23 31 Mar 24 31 Mar 25
59 Difference between nominal and constant price forecasts '5000
60 Consumer connection - 420 804 1,174 1,558 1,983 2,412 2,848 3,283 3,727 4,179
61 System growth 3 587 1,633 1,936 2,455 3,333 4,175 5,002 5,784 6,580 7,388
62 Asset replacement and renewal -| 1,003 1,970 3,605 4,875 6,746 8,763 10,680 12,557 14,522 16,570
63 Assetrelocations £ 57 109 159 211 269 327 386 445 505 566
64 Reliability, safety and environment:
65 Quality of supply d 279 553 1,561 2,119 2,762 3,139 3,732 3,803 4,323 4,852
66 Legislative and regulatory -| -| -| -| -| -| - - - - -
67 Other reliability, safety and environment -| 146 256 429 594 794 867 1,040 1,203 1,368 1,536
68 Total reliability, safety and environment -| 424 808 1,990 2,713 3,556 4,006 4,772 5,006 5,691 6,388
69 Expenditure on network assets -| 2,491 5,325 8,863 11,812 15,887 19,684 23,689 27,076 31,025 35,092
70 Non-network assets - 211 532 539 474 474 576 677 779 884 991
71 Expenditure on assets -| 2,702 5,857 9,402 12,286 16,361 20,260 24,365 27,855 31,909 36,083







