wellington electricity*



Wellington Electricity Asset Management Plan 2022 WE’I””_QFO"‘
electricity”

Wellington Electricity
10 Year Asset Management Plan

1 April 2022 — 31 March 2032

Any comments or suggestions regarding the Asset Management Plan can be made to:

General Manager — Asset Management
Wellington Electricity Lines Limited

PO Box 31049

Lower Hutt 5040

New Zealand
Phone +64 4 915 6100
Email WE_CustomerService@welectricity.co.nz

Web site www.welectricity.co.nz



mailto:WE_CustomerService@welectricity.co.nz
file://///www.welectricity.co.nz

Wellington Electricity Asset Management Plan 2022 wellin_g_toﬂ
electricity~

LIABILITY DISCLAIMER

Wellington Electricity Lines Limited (WELL) has prepared this Asset Management Plan (AMP) for public
disclosure in accordance with the requirements of the Electricity Distribution Information Disclosure
Determination, October 2012 (Consolidated in 2018).

Information, outcomes and statements in this version of the AMP are based on information available to WELL
that was correct at the time of preparation. Some of this information may subsequently prove to be incorrect
and some of the assumptions and forecasts made may prove inaccurate. In addition, with the passage of
time, or with impacts from future events, circumstances may change and accordingly some of the information,
outcomes and statements may need to change.

Neither WELL nor any other person involved in the preparation of this AMP will be liable, whether in contract,
tort (including negligence), equity or otherwise, to compensate or indemnify any person for any loss, injury,
or damage arising directly or indirectly from any person relying on this AMP, to the extent permitted by law.

Any person wishing to use any information contained in this AMP should seek and take expert advice in
relation to their own circumstances and rely on their own judgement and advice.
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Statement from the Chief Executive Officer

Wellington Electricity (WELL) welcomes the opportunity to submit an updated Asset Management Plan
(AMP) for the regulatory period 2022/23 to 2031/32. We confirm that this AMP has been prepared in
accordance with the Commerce Commission’s (the Commission) Electricity Distribution Information
Disclosure Determination 2012 requirements.

Our operations over the last 12 months, despite the response to the COVID-19 pandemic, have continued to
focus on delivering high levels of safety, reliability and service to our customers. WELL continues to
proactively engage with WorkSafe, the Commission, the Electricity Authority (EA), the Climate Change
Commission (CCC), and the Infrastructure Commission on improvements in safety and wellbeing
performance, the price-quality path, market regulations, and the step changes required to meet the
challenges of sustainable asset investment, so that customers can continue to receive the long term benefits
from secure and affordable electricity infrastructure.

Health, safety, and wellbeing remain positive drivers for improved engagement with both our own staff and
field staff engaged under an outsourced arrangement. This has been a challenge particularly with the ongoing
restrictions of ongoing separated staff (work from home) arrangements to manage the pandemic response.
In addition, there has been an increase in demand for connections in response to housing shortages and
favourable economic conditions for developers. We continue to focus on improving safety behaviours and
standards recognising that safety is an ongoing discipline that requires regular support. This is particularly
relevant to maintaining wellness through more engaged conversations.

The field services agreement has continued to refine our work prioritisation and programming tools, and we
have benefitted from improved low voltage (LV) network management. As a lifeline utility, we are proud to
continue to deliver our community with a safe, reliable and secure energy delivery system, including under
the uncertain circumstances of a pandemic.

During the year the Commission completed its investigation of WELL's exceedance of the Quality Path in
2016-2018, and concluded that the outage exceedances were beyond WELL'’s reasonable control and
allowance levels were not sufficient to address all of the interruptions which occurred. WELL is pleased with
the result of the result of the investigation, as it confirms that WELL continues to operate in line with good
industry practice. There were good learnings from the investigation which WELL have adopted as part of our
continuous improvement programme.

WELL continues to maintain a strong team effort across planning, real-time control and field implementation,
which makes this network one of the best performing in New Zealand. Engagement continues with consumer
groups on feeders experiencing vegetation outages. Our tree management practices are benefitting from the
move from the traditional notification process to a more consultative approach with tree owners. We also
eagerly await the Ministry of Business, Innovation and Employment’s (MBIE) review of the Hazards from
Trees Regulations.

This AMP reports on future plans still to be discussed with the Commission regarding how the Wellington
Lifelines Regional Resilience Project is accommodated under Part 4 of the Commerce Act, for the long-term
benefit of our customers. Good progress is being made with earthquake strengthening. We also welcome
Transpower getting the green light from the EA that the benefit-cost for diversification of the Central Park grid
exit point is a positive investment for consumers and hence should proceed directly.

We continue to invest in the network assets where they require replacement or maintenance to meet the
required asset performance standards. Our maintenance management approach is prioritised based on
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asset health and asset criticality. This focuses expenditure on the highest ranked safety and reliability risk
defects. These costs are expected to increase on the back of higher supply chain and material costs.

Despite stable network volumes over the last four years, the change in the economic environment has seen
significant development in the region which is starting to affect network capacity headroom in some areas.
Some large national operators and regional agencies have requested demand increases beyond the secure
capacity of subtransmission and zone substation ratings. This will require an application to reopen the Default
Price-quality Path (DPP) as the allowances for this investment was not anticipated for the 2020-25 regulatory
period.

WELL made a submission to the CCC’s Emissions Reduction Plan consultation process and await its
publication in May 2022. The Plan is expected to recommend decarbonisation programmes to electrify
transportation, transition from gas to electricity and to electrify manufacturing process heat. This will require
greater investment and management of the electricity network than is contemplated from a business as usual
DPP framework. Our engagement with the Commission’s Input Methodology (IM) review programme this
year considered how sustainability, affordability, and security of supply will be balanced to provide confidence
for shareholders ahead of considering further investment in additional infrastructure that supports New
Zealand’s climate change initiatives. WELL is unable to anticipate the additional investment without
understanding the supportive change in renewed IMs, so the AMP continues to be based on the current DPP
allowances for the 2020-25 period until the IM review confirms regulatory settings which flexibly support
climate change investment. Investment is likely to be delayed along with a dampened response to
electrification projects until a sound regulatory investment framework is established from 1 April 2025.

WELL’s move to Time of Use (ToU) prices for residential customers has been applied through by Traders to
40% of the eligible connections. ToU pricing is used to reward customers for shifting demand away from
peak demand periods, delaying the cost of further network investment. Further work is required to coordinate
initiatives like this through the supply chain for the benefit of customers.

WELL has collaborated with technology partner GreenSync and a wide range of stakeholders to develop the
EV Connect Roadmap setting out changes needed to support the introduction of EVs and offer managed EV
charging flexibility services. Changes include ensuring regulation and policy supports the action needed to
connect EVs and that networks operators are appropriately funded. This forward-looking approach allows
WELL to manage and support the pace of distributed energy resource (DER) adoption as well as other
climate change initiatives to meet decarbonisation targets.

Being a member of the CK Infrastructure Holdings Limited group allows WELL to access skills and knowledge
from our other electricity distribution businesses around the world and have direct access to international
best practice in asset management.

In conjunction with our service providers and in alignment with its business strategy, WELL will continue to
focus on the development of asset management strategies in parallel with the short to long term planning for
the network for sustainable investment that delivers long term benefits for customers.

We welcome any comments or suggestions regarding this AMP.

Greg Skelton

Chief Executive Officer
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1 Executive Summary

The purpose of this Asset Management Plan (AMP) is to communicate Wellington Electricity Lines Limited’s
(WELL'’s) approach for the safe, reliable, cost effective and sustainable long-term supply of electricity. The
AMP explains how electricity supply will be delivered at a quality and price expected by electricity customers
connected to the Wellington network.

1.1 Term Covered by the 2022 AMP

This AMP covers the 10-year period commencing 1 April 2022 through to 31 March 2032. It was approved
by WELL’s Board of Directors on 29 March 2022.

1.2 Key Elements of the 2022 AMP

Key elements of this AMP are:

e Electrification of transport;

e Network reliability: continued focus on network reliability management; and
e Network resilience.

Appendix B provides detail on the changes made since the 2021 AMP.

1.2.1 Electrification of Transport

Electrification of the transport fleet is a key focus for New Zealand to achieve the Government's
decarbonisation targets, and has the potential to grow exponentially in the next decade. Electric vehicles
(EVs) and other forms of electrified transportation will increase energy demand across the network when
they plug in to charge.

The actual impact of these EVs connecting to the network at the same time for battery charging, depends on
charger types, duration and connection capacity, but could be adding more than 150 MW (~25%) to the peak
demand if not managed carefully. This will lead to a significant change in WELL's asset planning
requirements and investment.

To support the increase in adoption of EVs, WELL has a number of EV specific work streams:

e EV Charging Trial: In late 2017 WELL conducted a trial to better understand the home charging
behaviours of EV owners and how they could potentially affect the demand for electricity. The results of
the trial have helped influence the design of EV pricing and provided an insight into customers'
preferences for future EV charging services.

e Time of Use (ToU) Prices: WELL has introduced ToU prices which encourage EV users to charge their
vehicles during less congested periods. Charging during less congested periods on the network means
a larger network doesn’t have to be built to cater for the expected increase in EVs. Avoiding having to
build a larger network means that prices can be kept low.

e EV Connect: EV Connect is an industry-wide work programme that focuses on how more energy can
be delivered through the existing network. The purpose of EV Connect is to support EV adoption while
maintaining network security. This is part of an Energy Efficiency & Conservation Authority (EECA) Low
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Emission Vehicle Contestable Fund (LEVCF) project that WELL has delivered in collaboration with its
technology partner Greensync.

WELL has developed a roadmap of the industry changes needed to support the introduction of EVs and
to offer manged EV charging flexibility services. The changes outlined in the EV Connect Roadmap
include ensuring regulation and policy supports the action needed to connect EVs and that network
operators are appropriately funded. The Electricity Code provides rules to ensure consumers can safely
connect EVs in their homes. The Roadmap highlights the need for flexible regulation that allows
stakeholders to test and develop new services without creating barriers that restrict or slow progress.
For example, regulation is needed to ensure customer devices have the right technical specification to
participate in the future flexibility services.

The EV Connect Roadmap can be found on the WELL website at https://www.welectricity.co.nz/about-
us/major-projects/ev-connect/. WELL is now implementing the Roadmap actions, starting with setting up
a Leadership Group. This year it will be looking to partner with flexibility providers to trial EV charging
flexibility services.

1.2.2 Network Reliability

Wellington’s electricity network is one of the most reliable in New Zealand due to the high proportion of
underground cabling. However, the overhead network can be vulnerable to damage from storms and other
external events. While large disruptions can occur and some interruption is expected, customers can
reasonably expect to have supply returned without undue delay as their welfare and the region’s economy
will quickly suffer if the power stays off. For this reason, WELL is committed to providing customers with a
reliable, cost-effective and secure electricity supply as determined by the price-quality regulation allowances.

The reliability performance of the network in the 2021/22 year was good, following similarly strong 2018/19,
2019/20, and 2020/21 year results.

The Commerce Commission (the Commission) has completed its investigation into WELL’s non-compliance
with the Quality of Supply standards for the 2016/17 and 2017/18 regulatory years, The Commission engaged
engineering consultancy Nuttall Consulting to investigate and provide an expert opinion on the non-
compliance.

Nuttall Consulting found that WELL'’s practices and actions were largely consistent with good industry
practice. They agreed with WELL'’s analysis that the cause of the exceedances were largely outside of
WELL'’s reasonable control as they were due to a period of unusually high wind events, a large number of
car vs pole events, and damage resulting from the November 2016 Kaikoura earthquake event. Nuttall
Consulting found that WELL has a very strong attitude to finding the causes of the exceedances and putting
in place controls to improve reliability performance.

The Commission considered that the findings of the Nuttall report do not indicate any serious concerns with
WELL'’s wider management of the network, or of its asset management practices in general. The Commission
has confirmed that it will not be taking any enforcement action against WELL for these exceedances.

1.2.3 Resilience Initiatives

As a lifeline utility in accordance with the Civil Defence and Emergency Management Act 2002 (CDEM Act),
WELL must ensure that it is able to function to the fullest possible extent, even though this may be at a
reduced capacity, during and after an emergency. This can include one-off events such as storms and

s
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earthquakes. A concern for WELL is that the existing avenue of funding, via either the Default Price Path
(DPP) allowances or the expensive Customised Price Path (CPP) process better suited to very large
investments, does not cater for resilience programmes. This was shown by WELL's unique Streamlined CPP
(SCPP) application which needed to be supported by a Government Policy Statement to address earthquake
readiness following the 2016 Kaikoura earthquake.

WELL has investigated future resilience initiatives with the Wellington Lifelines Group to improve the
network’s ability to withstand High Impact Low Probability (HILP) events. These initiatives include:

e The evaluation of solutions with Transpower on the options to manage the single point of supply risk of
the Transpower Central Park grid exit point in Brooklyn. The project is now moving ahead with
Transpower establishing a project team to deliver the project by the end of 2026; and

o Expenditure for replacement of high vulnerability 33kV fluid-filled cables is being discussed to determine
whether to bring forward replacement with a more durable cable material which, once installed, allows
faster restoration of power following a major earthquake.

The expenditure for these items is not included in the cost forecasts in this AMP. The Central Park grid exit
point work will be funded under a new customer connection contract with Transpower and recovered as a
pass-through cost to end customers. The accelerated replacement of fluid-filled cables for resilience reasons
sits outside of the existing regulatory framework, and would need support from regulatory agencies and
further consultation with customers.

1.3 Service Levels

WELL continues to deliver services to customers and other stakeholders within the region at one of the
highest availability levels in the country. In accordance with WELL’s mission and stakeholder feedback,
WELL has identified three service level measures for the period covered by the AMP. These are:

e Safety Performance;
e Customer Experience; and
e Reliability Performance.

1.3.1 Safety Performance

WELL continues to build on its strong foundation, set by past health and safety performance. Continual
improvement in managing health and safety is at the core of WELL’s values and involves ongoing review of
health and safety practices, systems, controls (and their effectiveness) and documentation.

WELL welcomed the change in legislation to continue to improve workplace safety and focus on effective
identification and management of risks to protect the welfare of workers engaged in delivering services, as
well as the safety of the public. Within this context of continuous improvement, four primary measures are
used:

e Incident and near miss reporting;
e Corrective actions from site visits;

e Lost Time Injury Frequency Rate (LTIFR); and

o,
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o Total Notifiable Event Frequency Rate (TNEFR).

Planning Period Targets and Initiatives

WELL’s targets for the 10-year planning period are to:
e Maintain the number of addressed hazard observation events reported per annum at approximately 200;

e Maintain contractor engagement through site visit assessments at 400 per annum, while continually
reducing resulting actions;

e Achieve a zero LTIFR over the whole period; and
e Achieve a zero TNEFR over the whole period.

During 2022 focus will be placed on the following areas to further improve safety performance:

Reinforcement of WELL'’s safety brand “safer together”;

e Increased emphasis on the Te Whare Tapa Wha principles of wellbeing (family, physical, mental, and
spiritual) of staff and field workers via focussed programmes and engagements;

e Maintain the timeliness of close-out of assessments;

¢ Reinforce the application of the risk management framework and expand the risk assessment process
with clear focus on critical risk and control management and principal/contractor communications;

e Maintain critical risk engagement visits to:

o check that workers have received safety instructions and have adapted work practices or
processes as a result;

o engage with workers over work place safety and to help ensure WELL'’s critical risks are being
effectively managed; and

o ensure service provider workers understand all critical risk controls, especially where these
interface with WELL risks.

e Continue to expand the consultation, coordination, and cooperation where work involves overlapping
PCBU duties; and

e Increase strategic risk collaboration with contracted field service providers in development of practical
and effective risk controls.

1.3.2 Customer Experience

It is important that WELL balances services that customers require with what value they place on these now
and into the future. WELL uses insights received from customer engagement to test that the right service
levels are being provided and to inform investment plans for the planning period.

In addition to good reliability and appropriate prices, customers increasingly expect accurate and timely
information on their service and its status. Most customers accept occasional power cuts, but the ability to
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keep them informed as to when supply will be restored is also important (e.g. via an outage application).
Ensuring good customer service means a reliable and effective information flow is a priority. To continue
providing effective information to customers, WELL sets and tracks performance targets for the customer
contact centre.

1.3.2.1  Customer Engagement

To understand the impact of outages on connected customers, WELL surveys the communities who have
recently had an outage to understand whether the price-quality trade-off of the service they receive is
appropriately balanced. Examples from results for two key questions from the survey undertaken in 2021 are
shown in Figure 1-1.

100% 100% o
83%
779
80% 80% % —
61%
60% 50% — 60% —
41% 43%
40% — 40% —
21% 22%
20% g — 20% — —
0 S% 59% ° 29% 3%
0% T T ) 0% T T )
Yes Maybe No Yes Maybe No
2020 2021 2020 2021
Q1. Would you be prepared to pay a bit more for your power Q3. Would you be prepared to have slightly more power
if it meant fewer power cuts? cuts if it meant your electricity bill was a bit lower?

Figure 1-1 Sample of 2021 Customer Survey Results

These results suggest that customers are broadly satisfied with their current level of reliability and the price
for delivering that service.

WELL engaged in a number of other initiatives aimed at improving customer, with some examples being:

e Connections & Self-Service: During 2021 a number of functionality improvements have been
developed for the WELL website’s self-service portal. These changes will be released in the first half of
2022 and will enable customers to be guided to the right channels for the services they wish to request.
The changes are intended to enhance the experience for customers and remove a potential ‘cost’ hurdle
for a significant number seeking a new connection to the network. For those customers seeking new
connections that require extensions to the network, a fixed fee option will be provided to the majority of
small to medium sized customer connection requests.

e Community Engagement: During 2021 WELL’s plans for community engagement were again disrupted
by the impacts of COVID-19. Staff were still able to meet with a number of customers who had lodged
complaints, to better understand their experience and to help identify the root cause of their complaint.
This is an important component of WELL’s Root Cause Programme.

During 2022 WELL will be developing alternate methods to engage with communities which will reduce
the risks arising from COVID-19.

e Root Cause Programme: The Root Cause Programme targets people, process and system gaps which
may have led to customers expressing dissatisfaction with our service. Staff of both WELL and its
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contractors meet to review complaints raised and work together to develop solutions to address those
complaint causes. Within the 2021 year the programme achieved a 30% decrease in customer
complaints received, helping to improve the customer experience.

In 2022, WELL will be delivering four new customer experience improvement programmes:

e Self-service Improvement: Continued development of the web-based self-service platform to further
improve its functionality and to deliver an improved customer experience.

e Service Improvement: WELL continues to analyse and target for improvement the root causes of
complaints received from customers and/or their retailers. As part of that programme WELL staff
members will visit a number of customers who have reported poor service throughout the year to better
understand their experiences.

e Community Engagement: WELL plans to continue engaging with communities most impacted by
outages as part of the ‘Worst Performing Feeder’ programme. The programme aims to update customers
on network activities in their area and to inform customers of what actions they can take to help improve
their electricity supply, such as vegetation management. As noted above, WELL will be developing
alternate methods to engage with communities to reduce the risks arising from COVID-19.

In addition, as mentioned above in ‘Service Improvement’ a number of customers impacted by perceived
poor service will be visited to better understand their experiences.

e Planned Outage Publication: Planned outages are currently sent by WELL to retailers, who in turn
publish those outages to their customers. During 2021 WELL piloted the publication of planned outages
within the outage reporting section on its website. This information provides an additional notification
channel rather than replacing the current publication arrangement with retailers. During 2022 WELL
plans to expand the planned outage publication service to include a wider number of planned outages.
This will provide another option for customers to view updates on outages which may impact their
electricity supply.

e Community Education: The Government's proposals to help New Zealand reduce its carbon emission
levels are likely to result in increased demand for electricity and significantly impact the network. WELL
will be developing a number of communication programmes to provide customers with an insight into
those impacts. The programmes will inform customers about how WELL is planning to mitigate the
impacts and how they can help shift electricity consumption away from the network’s busy periods. The
aim is to avoid or delay the need to build a bigger network and hence help to continue providing
customers with low network prices.

1.3.3 Reliability Performance

The regulatory regime that applies to WELL sets reliability limits for each year. The DPP3 price-quality regime
in place for 2021/22 to 2024/25 sets limits for outages based on historical performance during the reference
period of 1 April 2009 to 31 March 2019.

The regulatory reliability limits for WELL are presented in Table 1-1.
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Regulatory Year 2021/22-2024/25

39.81

0.6135

55.76

0.4429

6 million

Table 1-1 WELL Regulatory Reliability Limits

The SAIDI and SAIFI targets against historical performance are shown in Figure 1-2 to Figure 1-5. The
2021/22 year includes a forecast to account for March 2022.
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Figure 1-2 WELL Unplanned SAIDI Performance

- A
iy

e e G




Wellington Electricity Asset Management Plan 2022

wellington

electricity™
0.700
0.600
e
[
E
© 0500
b
[}
=
o
£
@
o 0.400
S
2
e
o
]
>= 0.300
e
[
o
[7:]
o
Eo,zoo
=
S
o
0.100
0.000
200810 201011 2011-12 201213 201314 201415  2015-16  2016-17  2017-18  2018-19  2019-20  2020-21 202122
mmwm DPP3 SAIFI = Reg Year-end Forecast  esmDPP3 Limit
Figure 1-3 WELL Unplanned SAIFI Performance
16
()
14
£
]
=
[}
3
o
= 12
]
©
o
S
= 10
T
o
]
>
1=
2
w
[
3
=
c
= 6
E
5]
=]
£
° 4
°
@
c
c
8 o
) I
, | . .
09/10 1011 112 12113 13114 1415 15/18 16117 1718 18119 19/20 2021 21722
wes DPP3 SAIDI == Reg Year-end Forecast =——=DPP3 Target ====DPP3 Limit

Figure 1-4 WELL Planned SAIDI Performance

Temamnniy

’ & Page | 15




Wellington Electricity Asset Management Plan 2022 wellin_g_ton
electricity~

0.12

01

0.08

0.04

Planned outages per year for each cunstomer

09/10 10/11 1112 12113 13/14 14/15 15/16 1617 17/18 18/19 19/20 20/21 21/22
DPP3 SAIFI =mmReg Year-end Forecast ====DPP3 Limit

Figure 1-5 WELL Planned SAIFI Performance

WELL has consistently demonstrated a commitment to meet reliability targets. Analysis of the main causes
of network performance and WELL's initiatives to respond in future years is provided in Sections 5 and 6.

WELL'’s targets for SAIDI and SAIFI are shown in Table 1-2. These targets assume that the SAIDI and SAIFI
targets beyond 2025 will be calculated using the same methodology as the 2019 DPP3 determination.

Regulatory Year

Unplanned SAIDI target | 31.20 | 31.20 | 31.20 | 31.20 | 31.20 | 31.20 | 31.20 | 31.20 | 31.20 | 31.20

Unplanned SAIFI target 0.480 | 0.480 | 0.480 | 0.480 | 0.480 | 0.480 | 0.480 | 0.480 | 0.480 | 0.480

Planned SAIDI target 10.00 | 10.00 | 10.00 | 10.00 | 10.00 | 10.00 | 10.00 | 10.00 | 10.00 | 10.00

Planned SAIFI target 0.067 | 0.067 | 0.067 | 0.067 | 0.067 | 0.067 | 0.067 | 0.067 | 0.067 | 0.067

Table 1-2 Network Reliability Performance Targets

WELL reliability targets for the planning period are:

e Meet the Unplanned SAIDI and SAIFI targets;
¢ Not exceed a Planned SAIDI of 10 minutes;* and

e Zero Extreme Events.

! The planned targets will be more difficult be meet because these are based on an average that includes the years between
2009 and 2015 with low levels of planned SAIDI/SAIFI.
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1.4 Trend in Energy Consumption and Demand

The historic volume of energy supplied through the network declined at an average rate of approximately
0.7% per annum from 2012 to 2018 and then increased at an average rate of approximately 0.9% per annum
from 2018 to 2021.

The past four years have seen stable volumes overall, as shown in Figure 1-6. Residential volumes have
increased with an increase in new connections and Distributed Energy Resources (DERS) like EVs
connecting to the network. The increase in residential energy use has been offset by a decrease in
commercial and industrial volumes due to energy efficiency improvements and a decrease in the number of
large commercial and industrial connections.?
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Figure 1-6 Trend in Maximum Demand and Energy Consumption

Actual consumption on the network will be driven by seasonal temperature variations and the associated
customer responses, the uptake of emerging technologies, and the timing of large-scale one-off customer-
led developments. WELL has a winter peaking network and a colder than usual winter or a higher uptake of
EVs would drive both an increase in energy demand and consumption.

Changes in consumption patterns can also depend on clear cost reflective pricing signals to enable
customers to make informed energy use decisions. Both the Electricity Authority and the Electricity Price
Review highlighted the importance of clear pricing signals to manage congestion and to allow customers to
make informed energy choices when they consider emerging technology.

2 Impacted by COVID 19 with more work being done from home.
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1.4.1 Demand Forecast

For several years the number of new dwellings consented annually in the Wellington region (across the four
local authorities) has been increasing, driven by the growth in apartments within the Wellington CBD and
subdivision growth along the northern belt. Figure 1-7 shows the number of new dwellings consented over
the last seven years.
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Porirua City  m Upper Hutt City ™ Lower Hutt City  ® Wellington City

Figure 1-7 Number of New Dwellings Consented in the Wellington Region

Growth in peak demand drives system constraints and the need for additional investment, either in the
network or an alternative means of providing or managing the capacity.

The sustained peak demand is forecast to grow in some localised areas of the network, driven by new
commercial and residential developments. Generally, demand peaks within the Wellington region are driven
by winter temperatures on the coldest days.

While the overall load in Wellington is traditionally winter peaking, recent trends have shown that a few of the
zone substations within the Wellington city are now summer peaking.

Figure 1-8 illustrates the forecast peak demand (system maximum demand) for the last seven years and the
forecast for the next 10 years.
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Figure 1-8 Network Historic and Forecast Maximum Demand

The evolution of technology supported by different pricing plans and business models will incentivise
customer behaviour and technology choices which will help support decisions for efficient network
investment. Therefore the investment profile in future years will continue to change as forecasts are updated.

1.5 Network Expenditure

15.1 Network Capital Expenditure

WELL separates the network capital expenditure forecast into five categories:

1. Asset Renewal - includes specific replacement projects identified in the fleet summaries and routine
replacements that arise from condition assessment programmes. This is driven by the replacement of
assets such as poles, switchgear and 11 kV/400 V substations.

2. Reliability, Safety and Environment - includes expenditure that is not directly the result of asset health
drivers, including supply projects targeting the worst performing feeders and the seismic building
reinforcement programme as well as other SCPP readiness works.

3. System Growth - driven by system development needs and is dependent on the timing and location of
peak demand growth and other areas of growth on the network.®

4. Relocation Capital — expenditure required to relocate assets primarily due to roading projects and where
the cost is normally shared with NZ Transport Agency.

3 There has been an addition of extra expenditure for new technologies that has been incorporated into the System Growth
category. This is currently not funded under the DPP, and has been added as an addition over and above existing allowances.
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5. Customer Connection — includes the costs to deliver customer requested capital projects, such as new
subdivisions, customer substations or connections.

The network capital expenditure, both historical and forecast, is shown in Figure 1-9.
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Figure 1-9 Network Capital Expenditure
($K in nominal prices)

The variability of the forecast capital expenditure is driven mainly by System Growth projects required to
accommodate localised peak demand growth, and variability in the larger 33 kV cable and power transformer
replacement projects in the Asset Renewal category.

15.2 Network Operational Expenditure

WELL separates network operational expenditure forecast into four categories:

1. Service interruptions and emergencies — includes work that is undertaken in response to faults or third
party incidents, and includes equipment repairs following failure or damage.

2. Vegetation management — covers planned and reactive vegetation work, through a risk-based
programme in addition to cut/trim zone administration.

3. Routine and corrective maintenance and inspection. This comprises:

o Preventative Maintenance works — includes routine inspections and maintenance, condition
assessment and servicing work undertaken on the network. The results of planned inspections
and maintenance drive corrective maintenance or renewal activities;

o Corrective maintenance works - includes work undertaken in response to defects raised from
the planned inspection and maintenance activities; and
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,
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o Value added - covers customer services such as cable mark outs, stand over provisions for third
party contractors, and provision of asset plans for the ‘B4U Dig’ programme, to prevent third
party damage to underground assets.

4. Asset replacement and renewal - includes repairs and replacements that do not meet the requirements
for capitalisation.

The network operational expenditure, both historical and forecast, is shown in Figure 1-10.
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Figure 1-10 Network Operational Expenditure
($K in nominal prices)

1.6  Capability to Deliver

WELL has the organisational and external service provider structures in place required to implement this
AMP. Where new business requirements exist beyond current practice, these will be assessed against the
present business capability and, where necessary, further resources will be considered (whether financial,
technical, or contractor resource) to achieve any new business or customer requirements.

As WELL is part of the CK Infrastructure Holdings Limited group it has access to relevant skills and
experience from across the world. This provides WELL with direct access to international best practice
systems and visibility of new technology trials.

WELL’s Board of Directors and senior management team have reviewed this AMP against the business
strategy to ensure alignment with business capability and priorities as well forecasted new technology
developments.
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2 Introduction

This Asset Management Plan (AMP) has been prepared in accordance with the Commerce Commission’s
(the Commission) Information Disclosure (ID) Determination, October 2012 (consolidated in April 2018). It
describes WELL'’s long-term investment plans for the planning period from 1 April 2022 to 31 March 2032.

The document was approved for disclosure by the WELL Board of Directors on 29 March 2022.

2.1 Purpose of the AMP
The purpose of this AMP is to:

e Be the primary document for communicating WELL’s asset management practices and planning
processes to stakeholders;

o Describe how stakeholder interests are considered and integrated into business planning processes to
achieve an optimum balance between the levels of service, price / quality positions, and cost effective
investment; and

o lllustrate the interaction between this AMP, WELL’s mission “to own and operate a sustainably profitable
electricity distribution business which provides a safe, reliable, cost effective and high quality delivery
system to our customers”, and its asset management objective “to optimise the whole-of-life costs and
the performance of the distribution assets to deliver a safe, cost effective, high quality service”.

WELL'’s asset management practices summarised in this AMP inform WELL'’s business planning processes
including its annual Business Plan and Budget.

2.2 Structure of this Document

This AMP has been structured to allow stakeholders and other interested parties to understand WELL's
business and the operational environment. The body of the AMP is structured into the following three
categories:

e Overview and Approach which provides an overview of WELL and the approach taken to asset
management;

e Performance Targets and Levels of Service which provides an overview of the various safety,
customer and reliability targets that WELL is measured against and WELL'’s performance against those
targets; and

e 10 Year Investment Plan which describes WELL'’s assets, associated strategies, and investment profile
over the planning period to meet the defined service levels.

Figure 2-1 illustrates the structure of this AMP.
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Overview and Approach

Section 3
Overview of Wellington Electricity
Section 4
Asset Management, Safety & Risk Frameworks

Targets and Levels of Service
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10 Year Investment Plan
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Support Resilience and Customer
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Figure 2-1 Structure of the 2022 AMP

2.3 Formats used in this AMP

The following formats are adopted in this AMP:
e Financial values are in constant price 2022 New Zealand dollars, except where otherwise stated;

e Calendar years are referenced as the year e.g. 2022. WELL'’s planning and financial years are aligned
with the calendar year;

e Regulatory years are from 1 April to 31 March and are referenced as 20xx/xx e.g. 2022/23;
e All asset data expressed in figures, tables, and graphs is at 31 October 2021 unless otherwise stated;
¢ Installation Control Point (ICP) nhumbers are as at December 2021; and

e All asset quantities or lengths are quoted at the operating voltage rather than at the design voltage. For
example, WELL has 17km of 33kV cable operating at 11kV. The length of these cables is incorporated
into the statistics for the 11kV cable lengths and not the 33kV cables.
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2.4 Investment Projections

The investments described in this AMP underpin WELL'’s business plan. The expenditure and projects are
continually reviewed as new information is incorporated and asset management practices are further refined
and optimised. The development of asset management strategies is driven by:

e The need to provide a safe environment that is free from harm for staff, contractors and the public;
o The need to understand customers ongoing requirements to maintain a reliable supply;

e The current understanding of the condition of the network assets and risk management;

o Assessment of load growth and network constraints;

e New and emerging technologies and their role in the future operations of WELL as a Distribution
Network/System Operator to meet changing customer needs;

e Changes to business strategy driven by internal and external factors; and
e The impact of the regulatory regime.

Accordingly, specific investments within the next two to three years are relatively firm with plans towards the
latter part of the 10-year period subject to an increasing level of uncertainty.

Further indicative forecasts have also been included into Section 11 for future works to further enhance the
long term resilience of key network assets in preparation for a major catastrophe. These future works have
not been included into the overall capex projections in Appendix C. This is due to the current regulatory
mechanism being unable to feasibly support such expenditure.

The forecasts related to new technology trials have been included in Section 9 and have been included as
part of the capex forecasts in the system growth category of Appendix C.

It is expected that reduced gas availability and the large scale transition of vehicle fleets from fossil fuels to
electricity will drive a need for increased reinforcement of the network. This investment is likely to need to
commence towards the end of the planning period. At the time of updating this AMP work has progressed to
draft a 30-year model which will be further refined and shared with the Commission as part of the Input
Methodology consultation. The aim is to indicate how expected future investment to meet the increase in
energy demand from decarbonisation can be optimised and integrated with the fleet replacement
programmes.

As described above, WELL'’s financial year and planning cycle are in calendar years. Therefore, project
timings in this AMP are expressed in calendar years. However, consistent with information disclosure
requirements, expenditure forecasts are based on the regulatory reporting period 1 April to 31 March.
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3 Overview of WELL

This section provides an overview of the WELL business, its mission and how this translates to the asset
management framework. It also describes WELL'’s corporate structure, governance, asset management
accountabilities, the area supplied, description of the network, the stakeholders and the changes that are
occurring within the wider operating environment that will impact on investment decisions over the short to
medium term.

3.1 Strategic Alignment of this Plan

WELL'’s mission is:

“To own and operate a sustainably profitable electricity distribution business which
provides a safe, reliable, cost effective and high quality delivery system to our customers.”

The mission sets the context for all strategic and business planning. To achieve its mission WELL’s business
and asset management practices and policies must:

e Provide a safe environment that is free from harm for staff, contractors and the public;
e Deliver high quality outcomes for customers, accounting for the cost/quality trade-off; and

e Operate in the most commercially efficient manner possible within both the current and future regulatory
environments.

The mission and these core principles are reflected in WELL’s Business Plan. The Business Plan is shaped
by both the internal and external business environment and defines the company’s actions and outcomes to
meet its mission.

This AMP is supported by WELL'’s asset management framework, objectives and strategies, which are used
to form its 2022 Business Plan. It takes into account the interests of customers, stakeholders, and the
changing operating environment (as discussed further in Section 3.6). Figure 3-1 illustrates this flow from
WELL'’s mission to the Business Plan to the AMP.
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Figure 3-1 Interrelationship between WELL’s Mission, the Business Plan, the Asset Management
Framework and the AMP

The Asset Management Framework utilised by WELL is discussed further in Section 4.

3
AP
5
—
=l
Iw

Page | 27




Wellington Electricity Asset Management Plan 2022 vvellin'g_ton
electricity~

3.2 Organisational Structure

3.2.1 Ownership

Cheung Kong Infrastructure (BVI) Limited and Power Assets Holdings Limited together own 100 per cent of
WELL. Both shareholding companies are members of the CK Infrastructure Holdings Limited group of
companies (CKI), and are listed on the Hong Kong Stock Exchange.

CKI has established a strong global presence with investments in electricity sectors of countries throughout
the world. Having the support and backing of such an organisation puts WELL in a strong position to leverage
a large amount of intellectual property, resources, and to access the latest developments in the electrical
services industry.

WELL is part of a colloquium of electrical sector companies (such as Hong Kong Electric, CitiPower/
Powercor, United Energy, SA Power Networks and UK Power Networks?#) which meets to discuss the latest
developments in new technologies from around the globe.

In addition, WELL attends joint CKI technical conferences and safety conferences where the latest trends
and initiatives from all business partners across the group are shared.

Further information is available on WELL'’s website, www.welectricity.co.nz.

3.2.2 Corporate Governance

The WELL Board of Directors (the Board) is responsible for the overall governance of the business.
Consolidated business reporting is provided to the Board which includes health and safety reports, capital
and operational expenditure reports against budget, and reliability statistics reports against targets.

The Board reviews and approves each AMP as well as annual forecasts and budgets.

3.2.3 Executive and Company Organisation Structure

The business activities are overseen by the CEO of WELL. The operation of WELL'’s business activities
involves three groups of companies: WELL, International Infrastructure Services Company (11ISC), and other
Service Providers that contract to WELL.

IISC is a separate infrastructure services company, part of the CK Infrastructure Holdings Limited group
which provides business support services to WELL. IISC provides the in-house financial, regulatory, asset
management and planning functions as well as management of service delivery functions.

Safety is supported by the Quality, Safety and Environment (QSE) team, reporting directly to the CEO. This
ensures that safety and risk management remain a prime focus and play a central role in all of WELL’s
activities.

WELL operates an outsourced services model for its field services and contact centre operations. These
external service providers are contracted directly with WELL, with day to day management of the outsourced
contracts provided by IISC. The overall company organisation structure is shown in Figure 3-2.

4 Further details of electrical sector sister companies that are part of CK Infrastructure Holdings Limited group can be found on
the website - www.cki.com.hk

o
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Figure 3-2 WELL Organisation Structure

3.24 Financial Oversight, Capital Expenditure Evaluation and Review

WELL has a Delegated Financial Authorities (DFA) framework, authorised by the Board, which governs the
specific approval limits for the various levels of staff within the business.

3.2.4.1 Major Project Financial Approval and Governance

The policies for Authorisation and Payment of Project Expenditure together with the individual DFAs, define
the procedure for authorisation of WELL's capital expenditure.®

Capital projects above $400,000 are reviewed and approved by the Capital Investment Committee (CIC), a
subcommittee of the Board, who review the project business case and approves the expenditure.

The scope of the CIC is also to ensure that both an appropriate level of diligence has been undertaken and
that the investment is in line with WELL'’s strategic direction. The CIC can approve network projects
previously included in the budget or customer connection projects up to $2 million; otherwise the CIC refers
their review for Board approval.

3.25 A