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EXECUTIVE SUMMARY

Background

This AMP documents how Counties Power will ensure Kirgd network assets are managed in a sustainable
way for the benefit of stakeholders. Primary stakeholders include the Counties Power Consumer Trust,
energy retailers, residential, commercial and industrial electricity consumers in the region, and regulatory
authorities.

Elements of the plan are reviewed annually to incorporate improved decision making techniques, asset
information and knowledge of ctemner preferences and expectations. Longer term there is the need to
continually realign the AMP with wider changes in the economic and business environment, advances in
technology, evolving regulatory requirements, and amendments to company objectives.

This plan provides a loagerm indication of asset management requirements and work programmes over a 10
year planning period from April 2010 to March 2020, with a more detailed focus on specific projects to be
undertaken over the next 5 years. Expenditure@ojections cover the period of the AMP. However,
projections covering the latter period of this term are approximate. Load growth and demand to be served
will vary in practice and project timing and scope will be adjusted accordingly.

A glossary of terma&nd abbreviations used throughout this document can be fourppendix F
Asset Details

Counties Power owns, manages and operates a distribution network in the Franklin and Southern Papakura
area covering an area of approximately 2,220km2. The numbegtailer customers served by the network
(Active ICPs) is approximately 36,340, the maximum coincident system demand approxiétadlyy and

annual delivered energy after lossés3 GWh.

Assets covered by this plan consist of all network equipment wradin the distribution of electricity to end
users, including approximately 2,970km of lines and cables, 9 zone substations, more than 3,300 distribution
substations and all associated control, communications, ancillary and protection equipment.

Likemos net work infrastructure, Counties Powerds distri
highly interdependent. The service area is mixed in character and is challenging to supply effectively and
economically. Significant replacement workl aechnology investments have been made in the network over

the last decade. These have had a dramatic impact on overall network performance and increased the average
remaining life of all network assets to approximaté8#

Asset Management Practice

Sakeholders directly influence and determine asset management drivers, which are taken into account in the
formulation of business plans. The business drivers that define the need, priority and scope for asset
management practices within Counties Powee:atustomer service (dominated by customer expectations of
price, reliability and security of supply), sustainable asset management, regulatory compliance and safety,
operational effectiveness and provision of adequate shareholder returns.

The asset managent process serves to convert strategy, as it applies to the physical network assets, into
tactical and operational plans. Consideration is given to management, financial, economic and engineering
issues to ensure the required levels of service are predidth the most cost effective manner. The extent to

which this primary goal is achieved is continually assessed, completing the performance feedback loop.

Counties Power uses established and wpetiven core geographical, financial and custorimdormation
technology (IT) platforms. A variety of discrete information systems, including a number of custom databases
and spreadsheets, are also used for analysis and modelling purposes. The focus in the last two years has been
to implement, customisand refine certain facets of the new Nauis platform in order to maximise the

benefits for Counties Power. In relation to the Geographic Information System the focus for thaviastears

has been on incremental improvement, progressing implementation of the connectivity model within the GIS
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and enhancing data quality. This, in turn, will maximise the benefits realised by new investments and
integration of GIS, SCADA and customer careteyss.

The SCADA system provides retine data, allows effective monitoring of network operating conditions and
enables remote control of key equipment in addition to load manageméteplacement of the master station
and substation RTUs and developmeot the communications system commenced late 2010 for
commissioning in April 2011

Levels of Service

Performance targets have to be established by considering a wide range of factors, including customer
preferences and requirements, inherent netwodharacteristics and the legacy of historical network
development. Counties Power describes levels of service performance using well recognised and disclosed
industry performance measures. Overall reliability performance in terms of SAIDI (planned, @ujpkmh
overall) and SAIFI for the lagD years is indicated iable 1 together with targets for the next 5ear period.
Disclosed cost performance measures are also shown.

Table 1: Reliability Performance

Service Levels FY 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 Average
(up to FY2011-
Dec- FY2015
2009)
ACTUAL PERFORMANCE FORECAST
Unplanned SAIDI 78 48 79 92 55 54 96 149 138 51 70
Planned SAIDI 54 13 13 3 5 8 14 19 25 9 15
Total SAIDI 132 61 92 95 60 62 110 168 164 60 85
SAIFI 2.6 2.2 2.6 2.3 2.1 1.6 3.1 2.2 34 1.6 2.45
Direct Costs/km ($) 947 926 1097 1096 1055 1334 1440 1593 1795 1750
Indirect Costs/ 72 68 75 72 74 81 93 104 103 103

Customer ($)

Target reliability levelsor Counties Powercontinue to be consistent with best practider a predominantly

rural overhead network with its geographic and load characteristicsaintdnance of underlying reliability
performanceis expected over the plaring periodfor unplanned faults, with some increase in planned minutes

in the first half of the planning periodThe unplanned SAIDI resslfor both FY2008 and FY200&ceeded

the benchmark largely as a result of threlustrywide impacts of severe midinter storms. Unplanned and
planned SAIDI for FY2010 have been in line with monthly benchmarks and annual targets. In addition to the
absence of extreme weather conditions, these results reflect improvements in operational response and fault
management. Recent planned results and future targets are consistent with the nature of the capital
investment programme.

Overall levels of customer satisfaction are not expected to drop based on full compliance with planned work
notice periods and intended progranes.

Targets for the next 5 years have taken into account the impact of planned shutdowns for the 22kV
conversion programmes and the increasing contributions of third party faults and severe waatiedinbility
performance. Operational improvementsa outage management systems, together with targeted vegetation
control, provide us with some confidence thate can manage thénpact of severe weather and other
emergencies effectively in future Reliability enhancement programmes continue to be based on process
improvement in addition to new technology as it becomes available.

Customer surveg undertaken by Counties Powenver the last three years havee-affirmed that end use
customers are gegrally satisfied with the reliability (quality) / cost trade off inherent in current performance.
The most recent February 2010 results indicatext 83% of customers are satisfied with the current price for

the level of quality they receive. (Only% d customers surveyed indicated that they would be prepared to
pay an additional $50 pa to reduce power cuts by 15 minutes pa). In addBknod customers surveyed are
satisfied or more than satisfied with overall reliability.  This is comparable toiquewustomer survey
results. Counties Powero6s current planning focus
the customer but on maintaining existing reliability levats far as possibland achieving incremental

S

improvements. We ar e confident that degrlioddnetndc horfoled geimesntiss
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opportunities for further gains. Assessment of these opportunities in FY2011 is expected to result in
projected reliability improvements in future editions of tipisn.

Short to medium term delivery of an improved industry position in cost efficiency is not expected until
sufficient leadime in asset renewal has been achieved. Investment in recent years has been above historical
norms and will continue to be saithe short term as a result of regional growth and the need to undertake
significantsubtransmissiorexpansion and refurbishment projects. High levels of escalation in labour and
material costs were experienced throughout the industryragctent yeas. Cost efficiency targets are the
subject of ongoing analysis during business planning cycles.

It should be noted that external influences such as storms andodhevents can impact updooth reliability
statisticsand cost performance with potentiallgrgeyear on year variances.Severe winter storms in 2008
and 2009 had a major impact on networks across the country, but did not feature significantly in 2010

Development Plans

In deriving plans for network development, Counties Power optimises expenditure to take into account
demand growth, load patterns, existing network conditions and capacity, customer input, and service level
targets for voltage, reliability, quality andetgaf

Demand forecasts are prepared after discussions with major customers, consideration of local authority plans,
analysis of demand patterns and assessment of historical load growth trends. It is inherently difficult, however,
to prepare reliable foreasts for the medium to long term in an area characterised by unpredictable industrial
load growth. From 2010 onwards the impact of the major local government changes in the Auckland Region
will be factored into our plans.

Where new work or upgrades reque land purchase, designation or easements, the increasing time necessary
to negotiate and agree lan@hhts issues has resulted in Counties Power adopting longer planning horizons and
a modified approach. Preliminary planning activities within Coummser are now focussed on close
communication with local bodies over land use and the timely acquisition or retention of strategic line routes
and land. With options and network flexibility secured, subsequent planning and network design activities will
proceed along more traditional lines only when the magnitude and nature of load development is sufficiently
clear. Traditional demand forecasting methods continue to be used, but as they will not necessarily lead to
accurate localised area forecasts, tlaeg supplemented with additional planning considerations.

By projecting growth trends forward and taking into account local knowledge of load movements and
demographic trends, coincident system peak demand has been forecast to grow &dviWlin 2010 to
approximatelyl16 MW in the horizon year, 200 (excluding the contribution of distributed generatioriJhe
coincident system peak will alb® dependent on the demand side management opportunities that arise during
the planning period and which CountiPswer and its customers are able to take advantage Bie relatively

high overall long term growth rate of approximately®% reflects anticipated overall levels of economic
activity in the Franklin and Southern Papakura Distriatdhough this magontinue to be subdued for several
years

Load flow analysis is used to identify solutions to network issues such as security, power quality and
uneconomic supply. Alternative scenarios and options are modelled to verify project selection and priorities.

The Opaheke suansmission project was completed in 2006, upgrading the north western area of the
network and ensuring reliable supply for this rapidly growing area of the netwa@@ko unt i es Power 0 s
longterm development plamcludesthe reconstruction and upgrade of the subtransmission networks to the

south east (Tuakau) of the service areand construction of a new 110/22kV zone substation at Tuakau,
between FY2014 and FY2R1 This timingreflects deferral of this expenditure asresult of the introduction

of generation in the South Eastern network area.

Count i e sdisfilutior develwpment strategy serves to mitigate the problems of voltage constraints,
network losses and other challenges of its predominantly rural netwdy implementing a staged 11 kV to

22 kV conversion programme, Counties Power has established a network that can effectively and economically
meet growing customer demand in both its rural and urban environment. Extensive use of distribution
automation has improved reliability and operational flexibility of the network. Security standards take into
account that the provision of security via full redundancy cannot always be justified, is not cost efficient, and
does not necessarily offer the best fauttlerance for networks with low customer density. Network
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performance improvement is also sought through the application of effective design and construction
techniques such as triangular line construction and strategic deployment of pole top circuietweald fault
locators.

Detailed distribution system analysis completed during the last 6 months supports deferral of a number of the
22kV conversion, feeder rarrangement and rehabilitation projects compared to the timing identified in the
last issue ofthe AMP. The focus of distribution development in the next 5 years will be the conversion of the
Pukekohe supply area and links to Opaheke. Few deferral options remain for the strengthening of this key
part of the network over the period FY2Qlto FY215.

Life Cycle Management Plans

Counties Power employs three congphentary maintenance strategies when designing asset maintenance
programmes:

e Condition based maintenance or asset replacement consisting of periodic asset inspections and
condition assessamts and the subsequent rectification of any defects found by either repair or
replacement. This strategy is applied where asset deterioration and future equipment failures can
be detected with sufficient time to allow for replacement.

e Fixed interval maienance or replacement consisting of activities intended to restore asset
condition following a set period of time or usage, for example circuit breaker oil replacement,

e Reactive maintenance consisting of repairs to restore assets that have failed ¢e servi

The optimal balance of the three maintenance strategies is dependent on a range of factors such as the cost
and effectiveness of potential inspection activities, the cost and effectiveness of maintenance and replacement
activities and the safety, coahd service level consequences of allowing assets to fail. Except in specific cases
(which are discussed in this plan), Counties Power utilises condition based strategies wherever possible. This
is considered to be the most reliable and cost effectivprapch for the management of subtransmission and
distribution assets.

|l mprovement in the average condition of Counties Powi
capital refurbishment programmes, has prevented significant escalation rikmaaice expenditure as the
asset ages.

Asset renewal decisions for Counties Power&6s predomi
asset condition information with the capacity driven network development plan. The intent of this approach is

to optimise capital expenditure by wherever possible combining capacity driven works with replacement of

ageing assets reaching end of life. Group replacement of near end of life assets based on condition alone,
where there is no requirement for capacitypgrade (for example reonductoring a section of line in entirety)

is considered where this is justified by the economy of scale that a larger replacement project can provide and

the value of the associated performance improvement and maintenance caestticed Individual assets that

are identified as likely to become unserviceable prior to the next scheduled inspection are replaced as part of

the inspection and maintenance process.

Risk Management

The Counties Power network is exposed to a variety asks, including potentially widespread asset failures
due to natural disasters or meteorological events, and failure of specific systems and items of equipment
because of age, degradation, accidents, or defects. Counties Power adopts a systematic netiwork ri
management philosophy and this is integrated with project planning and evaluation methods.

A variety of means are used to manage outage risk including-basetl security solutions, the adoption of
external contracts that provide for appropriate resaing and define liabilities, insurance, and detailed
response plans. Significant success during the last decade in improving network reliability as well as improving
security of supply standards has only come about through a detailed knowledge of theiciyect
infrastructure, the adoption of effective risk management philosophy and a determination to improve while
controlling costs.

At a regional level, Counties Power is an active contributor to industry forums and working groups concerned
with regional scurity of supply. Comprehensive post event reviews of our response to the severe winter

Executive Summary Counties Power AMP 2010



storms in both 2008 and 200%ere undertaken. These resulted in a number of improvements in outage
management, fault crew management, customer call managemenspatthing practice.

Improvement Plan

Thi s i s Co weighthregison &f thevassetinmnagement plan. This plan, as well as the data on which
it is based, ha undergone significant development since the early revisions. Continuous update and
improvement of the network dataset ensures that the plan is based on up to date information. The quality and
cost tradeoffs upon which this plan is based are informed by customer preferences revealed through recent
surveys and other means of customer engageme

Improvement priorities include ongoing assessment of the effectiveness of asset management processes and
the confidence ascribed to the actions derived in the Alié validation and alignment of service level targets

with customer and corporate goglmaking the most of new investments in integrated outage management and
improved information systems early in the planning periadd maximizing the benefitsf mew metering
technologiesdistributed generatom nd ot hegrr i dsdmaretc hnol ogi es

Forecast Expenditure

Financial projections are a key output of the AMP, representing the financial outcome of the management
strategies, maintenance, renevaald development plans set olérein.

Forecast actual expenditure for the current year amdjpcted annual operational and capital expenditfoe
the next 10 year planning period covered by this AMR illustrated

Capital & Maintenance Expenditure
(FY2010-FY2020)

20,000
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0
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Financial Year

Expenditure in the planning period is dominated by the 22kV conversion of Pukekohe feedesYaitito
FY2015and the consuction of a new 110/22 kV zone substation at Tuakau and associated subtransmission
lines fromFY2014 to FY2016. The timing of these mjor projects over this period results in significaabnual
capital expenditure variations.

The balance ofcapital expaditure requirements is driven by continuing asset renewgstems upgrade, and
the impact of agency related works and general connection growththe latter categorysubdivision activity
is projected to besignificantly lower than the historical aage in the short term.

Al l wor k programmes, financi al profiles and actions
intentions based on the information presently available to it. They may be amended in response to new
information. They arealso subject to detailed study and verification in accordance with sound engineering
practice and, in respect of financial expenditure, established processes for management and Board approval.
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Board Approval

This Asset Management Plan was approved by Goens Power &8s B on®26"#March01@i r ect or s
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1

INTRODUCTION

1.1 PURPOSE STATEMENT
The primary

purpose

of this

AMP

S

to document Count
terms of asset creation, operation, maintenance, replacement and performance monitoring to ensure that
desired level ofturrent and future services are achieved at optimum cost. The AMP is structured to meet
regulatory compliance requirements, demonstrate responsible asset stewardship, explain and serve as a
mechanism for stakeholder engagement, aathmunicateand justifynetwork management expenditure and
practice. The AMP documents how Counties Power will ensure Joregl network assets are managed in a
sustainable and responsible way for the benefit of all stakeholders.

The overall objective of asset managemennpiag is to provide a defined level of service in the most cost
effective manner for existing and future asset customers. Elements of the plan are reviewed annually to
incorporate improved decision making techniques, asset information and knowledge @heugixpectations.
Longer term there is the need to continually realign the AMP with wider changes in the economic and business
environment, advances in technology, evolving regulatory requirements, and amendments to company

objectives.

Section 24 of Parb of the Commerce Commission Electricity Information Disclosure Requirements 2004, as
amended 31 March 200&nd 31 October 2008,requires every line owner other thamranspowerto disclose

an AMP in relation to their works, and Schedule 2 mandates infoomatequirements. Although also
prepared to comply with these requirements, the AMP is the key document relating to asset management
practice at Counties Power.

1.2 SCOPE

The assets covered by this plan include all network equipment involved in thédodt&in of electricity to end
on assets had an

user s.

Count

depreciated
(excluding metersand load control relays), being the last formal regulatory valuatiomdertaken. The
$176.

repl acement

i es

cost

Power 0s
replacement

(ORCH)

di

wa s

stributi
¢ 0 s 109.3 milllorDrespettively @tf SMérdn2@4 8 mi

4

million, whi ch

A full NZ IAS 16evaluation of the network fixed assets was undertaken as at 31st M206B resulting in a
replacement cost (RC) and depreciated replacement cost (DBIC3254.2 and $161.4 million respectively,
which indicates an RC increase of 44Pkhe comparison ofjuantities and associated OREd RCof assets
covered in tle 2004regulatory valuatiomnd the current 2009 valuation ghown inFigurel.l.

Asset Type

1 Overhead Lines (all voltages)

2 Underground Cables (all voltages)
Includes street-lighting cables

3 Zone Substation Transformers

4 Zone Substation Circuit Breakers

5 Other Zone Substation Assets
Includes land, buildings and
minor assets

6 Distribution Transformers/
Substations

7 Distribution Switchgear

8 Customer Connections
Single and three-phase,
excluding metering

9 Other System Fixed Assets

Unit

km
km

units
units

units

units
units

2004

Quan- ORCs
tity ($'000)
2,802 76,249
1,021 33,693

16 5538

126 4,752
0 4599

3,364 30,241

4,850 14,076
24986 5016

1,711
175,875

RCs
($'000)
76,546
33,692

5,623

4,752
4,790

30,242

14,075
5,015

1,711
176,446

2009
Quan- RCs
tity ($'000)
2,446 99,126
1,337 46,321

i6 13,629

131 7,657
8,933

7,221 43890

5394 16,544
35010 15,238

2,885
254,224

Replacement Costs for Network Asset Groups 2009

Overhead Lines

39%

Underground Cables

18%

Zone Substation Transformers
5%

Zone Substation Circuit Breakers
3%

Other Zone Substation Assets

4%
Distribution Transformers
and Substations
17%

\

Distribution Switchear
7%
Customer Connections
6%
Other System Fixed Assets

1%

Figure 1.1: Schedules of Network Assets as per Regulatory V aluation 2004 and current valuation 2009

Further details of the value of assets are include&attion2.4
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1.3 PERIOD COVERED

The AMP is in all aspects a living document. While detailing asset management policy and makéng long
projections, it primarily drivesvork programme in the short to medium term where models and predictions
are more accurate.

This plan provides a loAgrm indication of asset management requirements and work programmes over a 10
year planning period frort®™ April 2010to 31% March202Q with a focus on specific projects to be undertaken
over the next 5 years.Expenditure projections towards the end of the planning period are approximate only
as there is insufficient certainty in terms of economic development and associategroath patterns to
meaningfully determine specific project timing.

Some information pertaining to the financial year endin§ Btarch 2010 disclosed in this plan includes
forecasts for the last quarter as a result of the schedule for disclosure.

1.4 LINKS TO OTHER PLANS AND DOCUMENTS

The AMP is specific to the network and is directly influenced by a number of other documenbe
relationships between planning documents and the main elements of the asset management process are
described in the following seomsand illustratedn Figurel.2.

Statement of Corporate Intent (0SCI 6)

In accordance with section 39 of the Energy Companies Act, a draft SCI is submitted to our shareholders
every year. This document defines theoverall strategic/corporate objectives and financial and other
performance targetfor Counties Power for the financial year.

Counties Powerds primary SCI objective is to operate
ownership and managent of its electricity network, ensuring that the necessary strategies are implemented
to maximise shareholder returns, meet customer needs and achieve long term growth.

Other planning documents reflect this goal.
Strategic Plan

The grategic plandocuments andsuppors the achievement ofong term corporate performance targets
consistent with the statement of corporate intentAs the AMP is a strategic and tactical plan for the
electricity network assets, and repository for detailed asset infaration, these documents are closely
coordinated during the business planning cycleThe strategic plan also covers activities that are not
associated with the electricity distribution network.

The high | evel vi si on or ityinstworkdusiness is tChe & progressave aRdb we r 8 s
successful community owned electricity company that:

e Benchmarks in the top 10% of international utilities for power quality and delivery efficiency
e Is a major regional driver of growth and business relatigrsh
¢ Provides a safe and rewarding environment for staff and business partners
e Is committed to continual improvement of service standards
e Strives to conduct all activities in a manner consistent with sustainable environmental
management
The critical issueand key results areas that relate to asset manageraent

e Improving core service operations
e Managing regulatory and legislative demands
e Improving the quality and management of asset information

o Reflecting appropriate energy efficiency and the adoptionresfewable energy in asset
management practice
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Figure 1.2: Asset Management Process
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