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SUBMISSION TO COMMERCE COMMISSION

Regulation of Electricity Line Businesses
Draft Handbook for Optimised Deprival Valuation of System
Fixed Assets and Draft Information Disclosure Requirements

D INTRODUCTION

The Commerce Commission (“the Commission™) is required under Part 4A of the Commerce
Act (“the Act”) to set thresholds for the declaration of control in respect of electricity
distribution and transmission services supplied by large Electricity Line Businesses (“ELBs”).
The Commission has released a Draft Optimised Deprival Valuation Handbook (“the Draft
ODYV Handbook”), Draft Information Disclosure Requirements (“the Draft Requirements”) and
a Draft Information Disclosure Requirements Handbook (“the Draft Disclosure Handbook™)
pursuant to Part 4A of the Commerce Act 1986. At the same time the Commission has issued

an Invitation for Submissions Paper, dated 23 December 2003 (“the 23 December Paper”).

In response, this submission has been prepared by PricewaterhouseCoopers on behalf of the
following 19 large ELBs:

= Alpine Energy Limited

* Counties Power Limited

» FEastland Network Limited

= Electra Limited

» Electricity Ashburton Limited

» Electricity Invercargill Limited

* Horizon Energy Distribution Limited

* MainPower New Zealand Limited

* Marlborough Lines Limited

» Nelson Electricity Limited

» Network Tasman Limited

* Network Waitaki Limited

= Northpower Limited
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= OtagoNet Joint Venture

= Scanpower Limited

= The Lines Company Limited
=  The Power Company Limited
= Top Energy Limited

= Waipa Networks Limited

The following map highlights the supply areas represented by the group.

This group of ELBs together comprises 452,438 connections, 25% of the total industry and
60,874 system kilometres, 42% of the total industry. The ownership structures represented
include consumer and community trusts, a listed company, local body and co-operative
ownership, as well as those managed by management companies. Group members include
networks with predominantly urban systems, others that are sparsely populated and a number

with significant urban areas combined with rural and remote rural characteristics.



PRICEAVATERHOUSE(QOPERS

The following table summarises the key characteristics of the group.

Network
Supply Area

System Assets
at ODV

System Length ICPs

Density

km number ICPs/km

$000

(km?)

Alpine Energy 65,958 3,701 28,248 10,596 7.6
Counties Power 92,553 3,307 31,214 2,220 9.4
Eastland Network 69,200 3,758 25,264 11,858 6.7
Electra 78,511 2,132 39,015 1,628 18.3
Electricity Ashburton 90,624 2,671 14,789 6,664 5.5
Electricity Invercargill 37,760 694 16,961 33 24.4
Horizon Energy Distribution 61,534 2,393 23,304 8,388 9.7
MainPower New Zealand 89,626 4,053 25,997 12,000 6.4
Marlborough Lines 76,992 3,282 21,417 11,272 6.5
Nelson Electricity 13,343 242 8,614 24 35.6
Network Tasman 73,720 3,161 32,205 10,800 10.2
Network Waitaki 37,303 1,928 11,400 7,741 5.9
Northpower 111,626 5,431 47,785 5,737 8.8
Otago Power 66,708 4,211 14,498 12,349 34
ScanPower 15,900 873 6,638 2,103 7.6
The Lines Company 77,123 4,831 25,045 13,623 5.2
The Power Company 152,433 7,567 31,944 28,740 4.2
Top Energy 76,065 4,872 27,590 6,830 5.7
Waipa Networks 46,178 1,768 20,510 1,864 11.6
Group Average 70,166 3,204 23,813 8,130 10.2
Group Total 1,333,157 60,874 452,438 154,470

Source: 2003 Information Disclosure Gazettes

Structure of the Submission

This submission is structured in four sections, (in addition to the Introduction), as follows:

1) ODV Methodology and Application — this section presents our views on the

application of ODV regulatory regime and related issues.

[ITI)  The Draft ODV Handbook — this section presents our specific responses to the
Draft ODV Handbook and our submission as to the changes required before the
Handbook is finalised.

IV)  The Draft Disclosure Requirements — the section presents our submission on the
Draft Requirements and associated Draft Disclosure Handbook. In particular we
have focussed on their overall objective which is to replace the existing Electricity

(Information Disclosure) Regulations 1999 and associated Disclosure Handbook.
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Appendix A — Includes our suggested table of maximum standard replacement costs and

asset lives for each category of asset required for the ODV Handbook.

Appendix B — Includes our suggested table of replacement cost multipliers for the ODV
Handbook.
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1))

ODV METHODOLOGY AND APPLICATION

The Draft ODV Handbook was issued by the Commission after consultation with
interested parties on its issues paper on developing an ODV Handbook' (“the Issues
Paper”). We prepared a submission® which responded to each of the questions raised
in the Issues Paper and provided as much information as possible to assist the
Commission with the development of a new ODV Handbook. In addition to the
specific provisions of the Handbook, the Issues Paper sought responses on a number
of issues pertaining to the application of the ODV methodology and ODV Handbook
in the wider context of Part 4A of the Commerce Act. The conclusions reached on
some of these issues have not been communicated to us in either the Draft ODV
Handbook or the accompanying 23 December Paper. For this reason we have
restated our views on issues of relevance which have not been addressed in the papers

released to date.

The Overall Regime

2.

3.

The Commerce Commission has previously indicated that asset valuations will be
important in the context of the regulatory regime under Part 4A of the Commerce
Act, specifically during a post breach inquiry in determining whether or not to make a
declaration of control; in the imposition of control of a lines business; and for
information disclosures of lines business performance, including the disclosures of
regulatory accounting statements. In addition, the Commission has already used
ODV values in its modelling to determine the X factors for each company for the

price path threshold.

In our previous submission we noted that the Commission has yet to make its final

decisions on the appropriate method or methods for valuing system fixed assets in

! Commerce Commission, Regulation of Electricity Lines Businesses: Development of a Handbook for Optimised
Deprival Valuation of Electricity Lines Business System Fixed Assets, Issues Paper, 11 September 2003.

? PricewaterhouseCoopers, on behalf of 19 ELBs, Submission to Commerce Commission, Regulation of
Electricity Lines Businesses, Development of a Handbook for the Optimised Deprival Valuation of Electricity
Lines Business System Fixed Assets, 14 November 2003.
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relation to the regulatory regime. In addition, the Commission’s guidelines for the
post breach assessment and investigation process have not yet been finalised, and the
information disclosure requirements of the new regime will not be finalised until
2005. We also note that the Commission’s 23 December Paper, in response to these
points, indicated that submissions should be made in the context of the draft
assessment and inquiry guidelines’, and relevant parts of its draft decisions issued on

23 December 2002* and 31 January 2003,

4. We are concerned that the Commission has directed us, once again to documents that
are either in draft form or reflect draft decisions formed some time ago, which have
now in part been superseded by subsequent decisions. This makes it difficult to
understand with certainty how components of the regime will interact and to
understand fully the implications of the ODV methodology as proposed in the Draft
ODV Handbook.

5. In our earlier submission we urged the Commission to make explicit the objectives
for the valuation methodology. For example we submitted that one of the original
objectives underlying the ODV Handbook was that it generated valuations that were
consistent across companies to enable comparative monitoring of performance under
the light handed information disclosure regime. It is not clear at this stage to what
extent the Commission wishes the valuation approach to achieve consistent outcomes,
as opposed to other objectives, such as accuracy. It may be that the objectives are
different for the various aspects of the regime. For example, comparability may be a
primary objective for threshold resets, whereas accuracy may be more important for

post breach investigations of individual ELBs.

6. As aresult we submitted that the Commission should widen its brief for the revised

Handbook to incorporate the necessary guidance and principles for the alternative

3 Commerce Commission, Regulation of Electricity Lines Businesses: Targeted Control Regime, Draft
Assessment and Inquiry Guidelines (Process and Analytical Framework), 7 August 2003.

* Commerce Commission, Regulation of Electricity Lines Businesses: Targeted Control Regime, Draft Decisions,
23 December 2002.

> Commerce Commission, Regulation of Electricity Lines Businesses: Targeted Control Regime Implementation
Details, Draft Decisions, 31 January 2003
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valuation option, Depreciated Historical Cost (“DHC”), and to include a full
description of the context for and process by which valuations, and revaluations, will
be applied across the various aspects of Part 4A. This request is consistent with the

Commission’s 31 January 2003 Paper which stated:

“The Commission considers a handbook is required for both valuation methods
and will develop this as soon as possible. Interested parties will have an

opportunity to input into this process .

7. We also submitted that it is important to ensure that the principles underlying both the
ODV and DHC valuation options are consistent to avoid differing regulatory
outcomes for ELBs adopting alternative methodologies. Once again we urge the
Commission to consider these issues and provide more information on the context for
the valuations and the DHC alternative. We understand ELBs will be required to
choose between valuation methods at the beginning of the regulatory reset period,
April 2004 and yet, for example, we have had no indication about how often the

Commission intends reviewing the maximum costs prescribed in the ODV Handbook.

8. Neither the Draft ODV Handbook or the Draft Requirements indicate how the
Commission is intending to treat the revaluations that will result from the imposition
of the revised Handbook, in the context of the thresholds and control regime.
Although the Draft Requirements have made no changes to the treatment of the
revaluations for information disclosure purposes, it is not clear how the Commission
is intending to view revaluations, or the various components of the revaluations,

during either its post breach inquiry process, or its threshold reset process.

9. Finally, although the introduction to the Draft ODV Handbook indicates that the
Handbook presents the deprival value method for valuing system fixed assets, the
contents of the Draft ODV Handbook itself do not cover a full deprival value
methodology, particularly with the omission of an Economic Value (“EV”)

methodology. This suggests that the Commission may consider that a full deprival

¢ Commerce Commission, 31 January 2003, page 5
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value method is not required for Part 4A and that an Optimised Depreciated
Replacement Cost (“ODRC”) valuation approach may be an acceptable alternative. It
is important that the Commission communicates its objectives and criteria for
selecting ODV, ODRC or DRC for opening values. The Draft Handbook currently
proposes a methodology which is not ODV.
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III) THE DRAFT ODV HANDBOOK

This section provides our specific responses to the Draft ODV Handbook and our suggestions
for changes and improvements to it. These are presented in the same order, as much as
possible, as the relevant clauses in the Draft ODV Handbook itself. The comments are

annotated with the relevant clause number from the Draft ODV Handbook.

As a general comment we would urge the Commission and its advisors to thoroughly review
the Draft ODV Handbook and the accompanying draft report prepared by Parsons Brinkerhoff
Associates’ (“the PBA Report”). This is necessary to identify and remove inconsistencies and
ambiguities which currently exist within the Draft ODV Handbook and between the Draft
ODV Handbook and the PBA Report. We have identified as many of these as possible in the
following paragraphs.

Abbreviations Used in the Handbook

The abbreviations DV and UDV contained in the abbreviations table on page 3, are not used in
the Draft ODV Handbook and should be removed. In addition, to avoid ambiguity and
confusion, the Handbook should refer to nominal voltage levels in place of the abbreviations

HV, MV and LV.
Part One: Introduction
The Optimised Deprival Valuation Methodology

Clauses 1.1 —1.11

The explanation of the deprival value method is difficult to follow and repetitive. A clear
statement of principles is required, supported by clarifying examples where necessary. In
addition, Part One does not include any explanation of the role of the valuation in the context

of Part 4A. This is important context for users of the Handbook.

7 Parsons Brinkerhoff Associates, Development of a Handbook for Optimised Deprival Valuation of System Fixed
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It is of particular concern that the methodology presented in the Draft Handbook does not
adequately reflect a deprival value method, primarily due to the omission of an EV
methodology or a clear statement of EV principles. There has been no justification provided to
date for the selection of ODV, as opposed to ODRC or DRC for the purposes of Part 4A, and
the contents of the Draft ODV Handbook indicates that there may be some confusion about the
need for the full deprival value approach. EV is an integral part of the deprival value method
and must be incorporated into the Handbook if a deprival value methodology is to be applied
correctly. Alternatively, the Commission should consider whether a full deprival value method
is required under Part 4A, given the implementation of the price and quality thresholds, and the
proposed assessment and inquiry process following a threshold breach. It is important to note
that it is not possible for auditors to certify valuations as being undertaken in accordance with
the Handbook, based on the Draft ODV Handbook. There is too much ambiguity around the
deprival rules and the EV test to make this possible. We discuss this issue in more detail in the

EV section of our submission.

Clauses 1.3 & 1.5

Clauses 1.3 and 1.5 refer to the lowest cost modern equivalent asset (“MEA”). However the
Draft ODV Handbook fails to recognise that the lowest cost MEA may in fact provide a higher
level of service potential than existing assets. This occurs for example with protection relays,
sealed circuit breakers, low loss transformers and underground cables. Clause 2.11 effectively
reflects this concept, but it should also be incorporated into Clauses 1.3 and 1.5. That is, the
lowest cost MEA can be applied even though the service potential may be higher than the

existing asset.

Clause 1.6

The first sentence of this clause should read: “An optimised asset base should only have the
service potential that an ELB requires to meet its disclosed quality of supply criteria over the
appropriate planning period”. This is less ambiguous than using the proposed term

“reasonably”.

10
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Clauses 1.6, A.32, A.33 & Table A.1 Notese & g

All references to the term “Valuer” should be removed. This term is not defined in the Draft
ODV Handbook or the Draft Requirements and is superfluous. Requirement 30 of the Draft
Requirements requires ODV valuations to be certified by an “independent auditor” as being
prepared in accordance with the ODV Handbook. This is sufficient and appropriate. It is the
duty of the independent auditor to acquire the expertise necessary to provide the required
certification. The same principle applies to the use of the term “for audit purposes” in the
Draft ODV Handbook. This term has been used in clauses A.4, A.6, A.7, A.9, A.34, A.37,
A.40, A.41 and A.42. There is no definition of “audit” provided in the Draft ODV Handbook
and it is not clear whether this refers to the certification required under draft Requirement 30,
or whether it refers to another unspecified audit. Once again, in respect of Requirement 30, it
is the responsibility of the independent auditor to acquire sufficient evidence to ensure the
valuation has been compiled in accordance with the Handbook, and the phrase “for audit
purposes” should be removed from the Handbook. For example, Clause A.37 loses no effect if
the final sentence is removed, but it does avoid the ambiguity of including the undefined term

“for audit purposes”.

Clause 1.8
The phrases “economic life” and “economic terms” used in the Draft ODV Handbook are not
defined. It would be helpful if economic life, for the purpose of calculating depreciation, was

defined.

Clause 1.11
This clause would be improved if the second sentence was changed to: “In all situations, the
ODV valuation is to be undertaken in a manner consistent with the deprival value philosophy,

as set out in this Handbook.”
Steps in the ODV Method
Clause 1.12

Clause 1.12 incorrectly omits the requirement to derive a DRC value at Step 4. Step 2 would

be clarified if MEA was inserted before RC. In addition, we find the term “asset database”

11
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used throughout the Draft ODV Handbook (including clauses 2.1 — 2.5) confusing. Derivation
of an ODV requires the compilation of an “asset register”” which is typically made up of a
number of databases or other sources of information. The term asset register is consistent with

accounting terminology and is relevant in this instance.
Part Two: Practical Valuation and Mandatory Procedures
Preparation of an Asset Database

Clauses 2.1 - 2.5
As noted above, the term “asset database” should be replaced with “asset register” throughout

this section.

Clauses 2.2,2.3 & 2.5

Clause 2.5 is inconsistent with clauses 2.2 and 2.3. It is not possible to meet the requirements
of 2.2 and 2.3 with estimations of age and quantity, as provided for in 2.5. For example, many
ELBs have imperfect information on the quantity and age of LV lines and cables. This is
recognised in Note j to Table A1l in the Draft Handbook. The reasonable estimating techniques
applied to derive asset information, where missing, are not capable of deriving age and
quantity information for each “individual asset”. Clauses 2.2 and 2.3 should be amended to
reflect this. In addition, the second sentence of clause 2.5 adds to the confusion and should be

removed.

Clause 2.4

The requirement for an asset register to be updated on an ongoing basis is overly onerous and
should be removed from the Handbook. In order to meet the requirements of Part 4A, an ELB
must be able to generate a valuation to meet the Disclosure Requirements, and at any other
time if requested to do so by the Commission. That is, an up to date asset register is only

required at the date of valuation, not on an ongoing basis.

12
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Assets to be Included in the Valuation

Clause 2.8
To avoid ambiguity this clause should either be removed, or the term “Commission’s current

requirements” defined.
Asset Quantities

Clause 2.9
The title “Asset Quantities” should be changed to “Estimating Asset Quantities and Ages”
which better reflects the content of this section. In addition the words “installed before a

certain date” should be removed from the first sentence as this is unnecessarily limiting.

Clause 2.10

Clause 2.10 should have the phrase “or where more accurate information has become
available” added. There are many instances where field capture or GIS mapping projects have
generated more accurate information about assets. This enables estimates to be improved for

remaining assets where data is unavailable.

Determination of Replacement Cost

Clause 2.12
Clause 2.12 could be expanded by adding, for further clarification, another subclause: “(f)

designed to achieve functional requirements of the existing assets”.

Clause 2.13

The Draft ODV Handbook does not include a definition of the term “brownfields” and for
clarity this phrase should be removed because in our experience there are many different
possible interpretations of this term. Instead, Clause 2.13 should read as follows: “MEA

replacement cost assumes that construction occurs...”

13
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Constraints on Optimisation

Clause 2.23 (¢)

It is incorrect to limit optimisation to the current demand of existing customers. Optimisation

should be constrained to the future load within the allowed planning periods as defined in

Clauses 2.25, 2.27 and 2.28.

Future Load Growth

Clause 2.25

As noted above, load growth should be incorporated into optimisation assessments.

Accordingly the first sentence of Clause 2.25 should be amended to read “...under contingency

operating conditions over the relevant planning period”.

Clause 2.28

Clause 2.28 requires the following modifications:

33kV lines are missing from subclause (a) and must be incorporated in subclause
(a) as “at or above 33kV”’;

subclause (a) should be modified by adding: “and 25 years for examining voltage
levels from a point of connection with the transmission grid”.

the planning period for zone substations, subclause (b), should be extended to 15
years to align with the sub-transmission system. Zone substations are an integral
part of the sub-transmission system and the acquisition of a substation site can be as
prolonged as the determination of a line or cable route. The load forecast for the
substation is relevant for verifying the forecast loads for sub-transmission circuits.
Subclause (d), for distribution transformers should be amended to allow for a five
year planning period. New distribution transformers are expected to remain on one
site for at least five years, and any excess capacity which may exist is reduced by
the required utilisation condition contained in the optimisation clauses in Appendix

B of the Draft ODV Handbook.

14
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Quality of Supply

Clause 2.34
As the level of security is one component of quality of supply, the final part of clause 2.34

should be changed to ... provide an improved quality of supply to specific customers.”

Excluding Stranded Assets

Clause 2.35
To clarify the wording in Clause 2.35, insert “existing” before “customers” in the first

sentence. This clause should be cross referenced to Clause 2.42.

Optimising Network Capacity

Clause 2.39
Clause 2.39 could be amended by adding “cable tunnels™ after “spare ducts” in the first

sentence.

Optimising Network Engineering

Clause 2.40
This clause requires some review and clarification. In this respect we note:

- Much of the optimisation carried out in clauses 2.35 — 2.39 will have involved an
assessment of engineering standards.

- This clause appears to allow an ELB to have a MEA higher than existing assets if
current standards are applied.

- Environmental, climatic and topographical conditions can vary across an ELB’s
network. Therefore alternative design standards could reflect such influences on
operating conditions.

- As it stands this clause requires that the engineering of the network is considered
for optimisation and clearly it is not practical to examine all of the network.

- A notional asset solution which may be required to conform to current practices,

including safety and operational standards, may exceed the replacement costs of the

15
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existing assets, for example multi-voltage/multi-circuit lines. This conflicts with the
least cost MEA principle inherent in the deprival value methodology.

- The engineering of any network is the combination of designing configuration and
making capacity available to meet the expected load conditions for a given planning
period. The optimisation of these factors is covered by clauses 2.36 to 2.39
(Optimising System Configuration and Network Capacity) and Appendix B.

- Optimising Engineering is not required in Appendix B This would allow Appendix
B to be clarified by having two sections “Optimising the System Configuration”
and “Optimising Network Capacity”.

- Clause 2.40 should be re-worded to reflect a requirement that the design and
construction practices and operational criteria of an ELB are reviewed as part of the
optimisation process. This is what is done with the methodology in the MED
Handbook.

Optimising Network Equipment Spares

Clause 2.41
Clause 2.41 should be amended by adding at the end of the first sentence: “and comply with

the network engineering standards of the ELB.”

Clause 2.42

Clause 2.42 is incorrect, and should be amended to refer to Clause 2.41, not 2.40.

Approach to Depreciation

Clause 2.47

Now that the Draft ODV Handbook requires optimisation to be applied to the RC of the assets,
prior to depreciation, clauses 2.47 — 2.48 should make clear that both DRC and ODRC are
required, and the process for deriving both. Alternatively, Clauses 2.57 and 2.58 could be

amended in include an explanation of the derivation of the ODRC.

16
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Determining Asset Remaining Lives

Clause 2.51
Clause 2.51 could be strengthened by inserting “substantive” after the word “from” in the last

sentence, to indicate that subjective assessments are not adequate.

Clause 2.52

The last sentence of clause 2.52 is onerous, especially where better information is available
about a class of asset, which has enabled improvements in age estimates for the remaining
population to be made. This clause should be amended to make clear that the reassessments
for a group of assets within the same class is permitted, that is, it is not limited to individual
assets. In addition, it is unreasonable to expect ELBs undertaking field capture exercises to
continually improve the information about their assets, to report on every asset where better
data is available. Clause 2.52 must be amended to require evidence pertaining to a class of
asset to be provided, and to clarify that it excludes pole replacements (which have the effect of
changing the age of an overhead line). This clause also requires a statement to the effect it

does not apply where new assets have replaced old ones.
Fully Depreciated Assets

Clause 2.55
Clause 2.55 requires correcting. It should refer to Clause 2.48 not 2.47.

Economic Valuation

Clause 2.59

The provisions allowed for in clauses 2.59 and 2.60 may suit the Commission’s purpose for the
post breach inquiry process, but are not acceptable for the Draft Requirement 30. It is not
possible for auditors to certify valuations as being prepared in accordance with the Handbook
on the basis of these clauses, unless the Commission is intending to enter into formal
communication with each ELB during the compilation of their ODV valuations. In any event,

the omission of an EV methodology and principles makes certification of a valuation in

17
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accordance with the deprival value method outlined in Section I of the Draft ODV Handbook
extremely difficult. Further, it is not clear what is intended by Clause 1.9 in the Draft ODV
Handbook. Ifit is the intention that an overriding EV test should be applied, as indicated on
page 7 of the PBA Report, why is this not then included in the EV section of the Draft ODV
Handbook, clauses 2.59 and 2.60, and why there is no EV methodology prescribed? The
approach to the EV component of the ODV in the Draft ODV Handbook is inconsistent with

the approach to ODRC, which has become more prescriptive than previously.

It is our submission that the Commission must decide firstly whether ODV is the required
method for valuing system fixed assets for the purpose of Part 4A, in particular in respect of
the Draft requirements, or whether ODRC or DRC are more appropriate. Once that decision is
made, then the Handbook should incorporate all of the requirements of the desired
methodology. That is, if ODV is the preferred approach, then the Handbook must contain a
description of the EV methodology to be applied.

We are not aware of the criteria the Commission has applied in selecting ODV, as opposed to
ODRC or DRC, as the preferred valuation method to be applied as at 1 April 2004 for ELBs. It
seems possible that the needs of Part 4A may be met by adopting ODRC or DRC for
revaluations at 1 April 2004, and we urge the Commission to seriously consider this option.
Should the Commission however determine that ODV is required, then we submit that the
Handbook must include a description of the EV segmentation and evaluation criteria and
principles and must clarify what is intended by the relevant comments on page 7 of the PBA

Report and clause 1.9 of the Draft ODV Handbook.

In this respect we note the following:

- Itis reasonable to identify those segments of the network where the costs of supply
are highest, or the risk of bypass are greatest for initial EV testing. Should these
segments meet the deprival test, that is their EV exceeds their ODRC, then EV
testing may be avoided for the remainder of the network. This is similar to Clause
3.69 of the 4™ edition of the MED’s ODV Handbook (“the MED Handbook™). The
selection criteria in Clause 3.67 of the MED Handbook are also relevant for

segmentation purposes. However, the specific criteria for distributors introduced in

18
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Clause 3.70 of the 4™ edition of the MED Handbook is too broad and should be
eliminated, as it requires the testing of a significantly greater portion of a network
than justified. It is our experience that the EV adjustments undertaken under the 3™
and 4™ editions of the MED Handbook achieved similar outcomes, that is the same
segments were identified as having EVs lower than their ODRCs. The additional
testing imposed in the 4™ edition had no material impact on value. The criteria
presented in Clause 3.69 of the MED Handbook is sufficient for segment selection
purposes.

- The profit maximising tariff concept and the simple EV test are appropriate for EV
purposes, (as specified in the MED Handbook), although the derivation of the
simple EV test (Clause 3.99) could be omitted.

- Although ELBs have a requirement to continue to supply consumers to 2013, it is
relevant to reflect the revenue constraints on these assets in assessing their deprival
value. A rational consumer will choose the least cost supply option, which provides
the same quality of supply. This may not be a continuation of reticulated supply,

which is what the EV test is designed to determine.

Clause 2.60
Clause 2.60 is incorrect, it should refer to Clause 2.59, not 2.58.

oDV

Clause 2.61

Clause 2.61 is incorrect. It is not possible to say that an ODRC of an asset equals its ODV if
an EV is not required. Under the deprival method, the reason an EV is not required is that the
need for an EV test has been eliminated by other analysis which enables a reasonable
conclusion to be reached that the EV exceeds the ODRC for certain parts of the network.

Accordingly, the second sentence of this clause should be removed.

19
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Valuation Reports

Clause 2.63 (3)
For clarity, clause 2.63 (3) should be amended to read *“.. where asset quantities and/or asset

ages...”

Clause 2.63 (4) & (5)

Sub-clauses (4) and (5) should be interchanged, which will better follow the methodology laid
out in the Handbook. Sub clause 2.63 (5) should be amended to make clear that a list of every
asset where a multiplier has been applied need not be provided. A summary of the length of

line where each multiplier is applied is sufficient for reporting purposes.

Clauses 2.63 (11) & (12) & A9

The expectations for reporting on pole replacements on an overhead line require clarification.
Pole replacements, which may either be individual as a result of, for example, a car versus pole
event, or more extensive as a result of a planned replacement programme, have the effect of
extending the remaining life of existing overhead lines. That is, they are not classed as new
assets for the purposes of the ODV asset register. It is our submission that pole replacements
should be excluded from the reporting requirements in clause 2.63 (11) & (12) due to the
impractibility of reporting on all pole replacements undertaken by an ELB over a revaluation
period. This clause should also be modified to make clear that new assets that replace old
assets shall also be excluded from these requirements, and that reporting on classes of assets,

for which widespread field capture has provided improved information, is acceptable.
Appendix A: Valuing Assets and Maximum Asset Costs and Lives

Clause A.1
Clause A.1 should be amended to change the term “local ELBs” to “distribution ELBs”. In
addition we make the following general comments:

- It would provide more clarity if Appendix A were split between distribution

ELBs and Transpower. This also follows for Appendix B.
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- Appendix A should be cross referenced into Part Two of the Handbook, and
vice versa. This should allow the current repetition, and in some cases
confusion, to be eliminated. We also suggest that the majority of the notes
to Table A.1 be eliminated and instead Table A.1 include cross references
into the relevant Appendix clause. This again will eliminate the repetition
and confusion which currently exists in the Draft ODV Handbook, and will
make it easier to follow. The notes that should be retained for Table A.1 are
those which explain the components of cost included in each of the
maximum values (notes b, ¢, f, h, 1, k, I, m, n, 0, p, q, s, t, u and ***). These
notes however, need to be reviewed for relevance and accuracy.

- The terms HV, MV and LV should be replaced with nominal voltages.
Currently, throughout Appendix A in the Draft ODV Handbook, there are

conflicting uses of these terms.
ELB Maximum Costs

Clause A.4

Clause A.4 applies to distribution ELBs, not Transpower. As submitted previously it would
improve the clarity of Appendix A if the multipliers were presented in a table which specified
the asset category, condition, multiplier value and application. The suggested table from our

earlier submission is replicated in Appendix B to this submission.
ELB Asset Types

Clause A.9

After the second sentence, a new sentence should be inserted “Where the pole age is unknown,
apply the age of the conductor, or weighted average of poles on the same line.” This will allow
for the best information to be used for those companies where conductor, not pole ages are

known. Reference should be made to clause 2.52 in clause A.9 not clause 2.51.
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Clause A.10

The overhead line remote multiplier should be within the range of 1.1-1.25. There is no
justification for a multiplier which commences at 1.0. The PBA Report also indicates that
other construction works located in remote areas can bear a remote multiplier. This is not
however provided for in the Draft ODV Handbook, which suggests this clause was omitted in
error. Provision for the application of the remote multiplier to other construction needs to be

included in Appendix A.

As submitted previously, multipliers are a useful tool to reflect location specific circumstances
and overcome the difficulties in deriving standard replacement costs which are appropriate for
all circumstances. Additional multipliers should be added to reflect the extra traffic
management costs apparent in certain locations and additional costs associated with
construction in swamp and tidal areas. In addition a multiplier should be allowed to reflect
special earthing circumstances at substations. Appendix B provides our recommendations for
the multipliers to be included in the revised Handbook. These have been derived after

considering information provided from the submission group.

Clause A.13
Clause A.13 should be amended to remove 22kV, as standard costs are now provided in Table

A.1 for 22kV lines.

Clause A.15

The business district multiplier is not a “central” business district multiplier as indicated in the
PBA Report. That is, it is appropriate that the business district multiplier is applied to major
arterial routes outside of the CBD, which may also run through residential areas (for example
Dominion Road in Auckland), where similar requirements exist as in business districts. The
business district multiplier has not been changed in the Draft ODV Handbook which conflicts
with the PBA Report (section 4.3.3) which indicates that the CBD multiplier has been adjusted
to reflect additional backfilling requirements in main roads. The business district multiplier

should be increased to a range of 1.25 — 1.35, which is consistent with the PBA Report.

22



PRICEAVATERHOUSE(QOPERS

Clause A.20

Clause A.20 should be amended by adding the phrase “applied to the length of route requiring
the special provisions” at the end of the final sentence. In addition, we submit that the
allowance should be extended to a range of $800 - $1,500 per kilometre of overhead line and
$4,000 - $6,000 per kilometre of underground cable. Overhead lines exist along arterial roads,
in urban streets and along rural roads where high traffic counts occur. These locations can
require similar traffic control as that for underground projects with the exception of the level of
excavation required. Underground cable projects in some urban and business areas can require
traffic management over more than the direct route of construction and may even extend to a
24 hour per day operation. Congestion in narrow carriageways necessitates special provisions
for other service vehicles and also steel plates to cover excavation for crossings may be
necessary. It is therefore prudent to incorporate a range for the traffic management multipliers
to allow for extra precautions that may be imposed by territorial or state authorities in some

areas and to meet other requirements for overhead and underground works.

Clause A.21
This clause would be correct if the standard values for 33kV circuit breakers were removed

from table A.1. This is our recommendation.

Clause A.22
Clause A.22 is not required, as it is covered by A.21.

Clauses A.28, A.29 & Table A.1
For consistency a row for Easements should be included in Table A.1. This also applies for

Distribution Substation Land and Strategic Spares.
Valuation of Stores and Spares

Appendix A should include a clause which indicates how stores and spares should be valued

and depreciated.
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ELB Maximum Lives

Clause A.32
What is the justification for the last sentence? It imposes a preconceived limitation which may

not be relevant. This clause should be removed.

Clause A.33

This clause conflicts with note d of Table A.1 where life extensions are indicated alongside
outdoor as well as indoor switchgear. This clause should also be cross referenced or combined
with A.40 — A.42. Clause A.33 would also be improved if the provision for extending

distribution substation lives was included here, rather than as note g to Table A.1.
Refurbishment

Clause A.37
Clause A.37 should be amended as follows; “ODV” in the second sentence should be

“ODRC”, and the word “engineering” should be deleted from the same sentence.

Clause A.40

Clause A.40 suggests that life extensions can only be applied to urban transformers. However,
the load curve for rural transformers is generally less onerous than for urban ones or those
servicing commercial or industrial loads. Accordingly the penultimate sentence should be

amended by deleting “urban and commercial”.

Clause A.42

In the second sentence add “, has continued” and delete “is expensed and not capitalised.” The
accounting treatment of the maintenance cost is not a criteria for life extension, rather that
evidence is shown that the maintenance work was indeed completed. As a valuation reflects a
snapshot of the service potential of an asset, it is not appropriate to determine value on the
basis of the past accounting treatment of expenditure on that asset. This approach is valid for
DHC but not ODV. When considering life extensions for distribution transformers for

valuation purposes, it is the impact on the expenditure on the remaining life of the asset that
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must be taken into consideration when determining the service potential of the asset at any

point in time. This is consistent with FRS-3.

Table A.1

Attached in Appendix A is our submission for the appropriate costs and lives for each of the

asset categories. This has been compiled from evidence provided by our submission group and

is consistent with the principles outlined in the Draft ODV Handbook for MEAs and asset

lives. The costs differ slightly from those presented in our earlier submission, due to the

further investigation we have undertaken in the intervening period. Of particular note we

submit the following:

Subtransmission:

The 33kV Links/Isolator category which has been excluded from the Draft ODV
Handbook should be included. There are technical differences between these assets

and 33kV air break switches which justify the difference in replacement cost.

Zone Substations:

The concrete and masonry zone substations should have a standard life of 70 years,
not 50 years. This reflects their economic life which is consistent with the ODV
principles. The same principle applies to concrete pole lines.

Zone substations are unique, and the list of assets dependent on the design of each
substation and the role it performs. It is therefore difficult to assign standard
replacement costs to zone substation assets. In addition assigning standard
replacement costs for large value items (power transformers and switchgear) is
problematic as these are imported and dependent on the exchange rate. It is
appropriate that these are included at actual cost for each revaluation, based on
recent purchase costs or evidence of current purchase costs which may be provided
by suppliers. Therefore a maximum replacement cost for the zone substation 33kV
circuit breakers should not be provided. There will be varying rating and types
used, such as sealed, oil or minimum oil, which should be reflected in the MEA
applied. The costs that have been provided are insufficient to cover the MEA of

this equipment.
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- The zone substation asset categories listed in the Draft ODV Handbook exclude
categories for outdoor feeder, transformer and bus coupler circuit breakers.
Categories for MV circuit breakers, switchgear and protection are also missing.

Distribution Lines and Cables:

- Further investigation undertaken since our earlier submission has lead us to
conclude that the replacement costs in Table A.1. reflect an artificially depressed
version of costs. This does not provide a fair reflection of MEA replacement costs,
and as neither the Draft ODV Handbook or PBA Report provide a justification for
the costs derived, we once again submit that the costs require increasing in line with
those included in Appendix A of this submission.

- For 22kV and 11kV lines, there should be separate categories for single phase 2
wire and SWER lines. This applies to both standard and underbuilt lines. This
complies with the requirement for ELBs to list all assets, is consistent with the
distribution transformer categories, and is consistent with valuation reports prepared
by ELBs where these asset categories exist.

- Examination of the Table A.1 cable values for 22kV underground double circuit
indicate a discrepancy in the marginal cost when compared to single circuit.
Appendix A includes costs that are more realistic, taking into account the class of
cable, additional joints and laying costs. These costs have been revised from our
earlier submission.

- Lives of underbuilt lines should be assigned an age of 70 years, consistent with
concrete pole lives. Other than the conductor component of underbuilt lines,
replacement and damage repair is small and piecemeal over a long period of time.
Conductor breakages can be repaired but wholesale replacement is very rare due to
advances in the material used and operational constraints. It is anomalous to assign
a life to an underbuilt line according to the line support (which is not part of the
underbuilt asset).

Distribution Switchgear:

- Line switchgear and drop out fuses for single phase 2 wire and SWER should also

continue to be reported separately, and included in Table A.1.

- The 22/11kV circuit breaker should be described as indoor to avoid ambiguity.
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The Ring Main Unit should be categorised as oil filled and in addition a provision
made for the moulded epoxy resin base type.

Independent surge arrestors for 22kV and 11kV need to be included.

Distribution Transformers and Substations:

SWER isolating transformers should not be optimised out, and should be included
in Table A.1. This is consistent with listing SWER separately in the asset register.
In addition, in some cases the RC of a single phase 2-wire line may not cover the
RC of the larger size of SWER isolating transformers.

The kiosk (masonry or block enclosure) should be given a 70 year life, and the
same life as the zone substation buildings.

A category for distribution substation land should also be included in Table A.1.

LV Lines and Cables:

An LV category for 2-wire lines needs to be included to enable the correct
recording of assets in place. This is consistent with the MV line categories included
in Table A.1.

Streetlighting 2 wire and underbuilt categories should be included. This will be
consistent with underground streetlight circuit. For the underground circuit there
should be provision for joint trenching with MV. Although the Draft ODV
Handbook assumes 10 streetlight terminations per kilometre, spacing of lanterns
will depend upon lantern height, topography, class of road, road configuration and
local authority requirements. Spacing of up to 20 lanterns per kilometre are
required. Supply connections to streetlights should be listed in single phase

customer service connections. This needs to be made explicit in the Handbook.

Service Connections:

If the service connection is to include the service pillar for underground
connections, then the values need to be increased to $600 for single phase and $980
for three phase. Where there are shared single phase service pillars, the
replacement cost should be $300 per connection. A 200A overhead service is

common in small towns and should be retained, at $920 per connection.
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Table A.1, note j
This note should be removed. It is inappropriate to prescribe an estimating technique for one
class of asset and not the others. In any event the technique is not described in sufficient detail

to make it meaningful.
Appendix B: Optimisation for Electricity Lines Businesses
Optimisation of Network Configuration

(b) Transmission/Subtransmission/Primary Distribution Circuits
The approach conflicts with subclause (a) where the supply voltage should be considered fixed.
In addition Clause 2.20 refers to existing quality of supply and existing capacity. A lower

voltage may not meet these criteria. The last two sentences should be deleted.

Alternatively, the following issue shall be inserted :
Issue : Whether the existing higher voltage from a point of connection

remains appropriate.

Approach: In assessing whether such a voltage is appropriate the total customer
costs upstream as well as downstream over time should be examined.
The time period should be at least 25 years and costs shall include

transmission costs for the alternative options.

(c) Substation/Zone Substations/Primary Distribution Substations

Issue 3: Substation engineering standards may incorporate statutory limitations imposed by
territorial authorities e.g. hazard precautions, noise and environmental assessments. Therefore
the subclause should be amended by including at the end of the approach section, “Compliance

with territorial authority conditions must be retained with any notional re-design.”
(d) High Voltage Distribution Network

For consistency, “High Voltage” should be changed to “Medium Voltage” in this heading.

Issue 1: Add after ‘criteria’, ““and allowance for future load growth.”
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Issue 2: This approach conflicts with Issue 3. The second sentence should be deleted.
Issue 3: This approach conflicts with Issue 2. It is our submission that assets be valued as their
actual configuration, therefore Issue 3 should be deleted. In any event, the phrase “No
standard costs are provided for single wire earth return.”, should be removed because SWER is

now included in Table A.1.

Optimisation of Network Capacity

Appendix B provides no explanatory provisions for the optimisation criteria contained in

Clauses 2.38 and 2.39.

Optimisation of Network and Engineering

In view of the issues included in this section, the title should be changed to “Optimisation of

Network Capacity”.

(a) Transmission/subtransmission/primary distribution lines and cables
Issue 2: Underground cable trenching is an MEA issue, not an optimisation requirement and

should be deleted from Appendix B.

(b) Substations/zone/primary distribution substations

Issue 2: The second paragraph of the approach section should be changed as follows:
“Optimise out any under utilised land which has a market value so that the value of the land
Issue 5: The approach should be amended by adding at the end of the sentence “ unless the
transformer capacity is required to meet future load requirements and associated equipment is

planned to be uprated within the planning period.”

(¢) No item shown
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(d) High Voltage Distribution
For consistency, “High Voltage” should be changed to “Medium Voltage” in this heading.

Issue 2: Underground cable trenching is an MEA issue and should be deleted from the

optimisation section.

(f) Distribution Transformers (pole, kiosk, ground types)
Amend the approach by adding after ‘contract’ : “or for single customer transformers in remote

areas where the utilisation is seasonally driven.”

(g) Low Voltage Distribution

Issue 1: Underground cable trenching is an MEA issue and should be deleted from the
optimisation section.

Issue 2: Is incorrect and should read “Whether the configuration and engineering of the low
voltage distribution network...” The requirements in the approach section are inappropriate
and impractical taking into account poor quality records which exist for some LV assets and
extensive LV configurations across an entire network. Randomly selected sample locations are

acceptable.

(h) System Control

Issue 1: The approach should have the following inserted at the end of the first sentence, “and
compliance with engineering standards.”

Issue 2: The approach should have the following inserted at the end of the first sentence: “and
compliance with engineering standards”. In addition the equipment shall meet the

requirements of the local territorial authorities for street lighting control.”
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IV) THE DRAFT DISCLOSURE REQUIREMENTS

The following section includes our submission on the Draft Requirements and associated Draft
Disclosure Handbook issued by the Commerce Commission on 24 December 2003. It is
intended that these will replace the existing Electricity (Information Disclosure) Regulations
1999 and associated Information Disclosure Handbook for the disclosure year ending 31

March 2004.

The following paragraphs focus on the major changes to the Regulations, which have been
included in the Draft Requirements. We note that the intention has been to replicate the
Regulations as much as possible with a view to undertaking a major review of the disclosure

requirements later in 2004.

Requirement 9 (b) (iii)
This requirement should be amended to read “... works owned, provided, maintained or

operated by...”

Requirement 19 (7) (d)
This Requirement is in conflict with the Draft ODV Handbook issued by the Commission. The
Draft Handbook does not require economic values for those parts of the line business fixed

assets that may not be able to sustain tariffs based on ODRC.

Regulation 31, Form 4, Form 6

The provision for certification to be provided by either directors or principals of the disclosing
entity has been removed. Certification may now only be provided by directors. There has
been no explanation for this change which goes against the spirit of replicating the disclosure

requirements for 2004, subject to a major review later this year.
Minor Edits

In addition there are some minor formatting errors to be corrected in the following clauses:

- Part2, 11, ()
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- Part2, 12, (c) (iv) - (v)

- Form 8 — [insert name of disclosing entity] should be [insert full name].

Disclosure Handbook
In respect of the Disclosure Handbook, the following comments are relevant:
- 2.4.1 — The term line business should be replaced with disclosing entity.
- The description of the Asset Management Plan disclosure requirements (the
Network Development Planning and Lifecycle Asset Management Planning
section) differ from the Draft Requirements and should be amended so that they are

the same.
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APPENDIX A

Asset Description Unit Standard Standard Life
Replacement Cost (Years)
($000)
Subtransmission Pole Type
Concrete Wood

33kV Lines — Heavy (2150mm? <300mm? A1) km 64 70 45
33kV Lines — Light (<150mm?” A1) km 48 70 45
33kV Lines — Double Cct Heavy km 96 70 45
33kV Lines — Double Cct Light km 72 70 45

Cable Type

XLPE PILC
33kV Cables - (£240mm” Al) km 176 45 70
33kV Cables - Double Cct (<240mm? AL) km 283 45 70
Pilot/Communications Ccts O/H km HAK 45
Pilot/Communications Ccts U/G km HA* 45
33kV Load Break Switch No. 12 35
33kV Air Break Switch No. 9 35
33kV Links/Isolator No. 4.5 35
33kV Outdoor circuit breaker No. 39 40
33kV Independent surge arrestors 3ph Set 8 35
Zone Substations
Land No. ok -
Site Development and Buildings No. HkH 70
33kV Outdoor Incoming circuit breaker No. HoHk 40
33kV Indoor Incoming circuit breaker No. HoHE 45
33kV Incoming Switchgear, Protection No. HoHE 40
33kV Outdoor feeder circuit breaker No. HAK 40
33kV Indoor feeder circuit breaker No. HAK 45
33kV Feeder Switchgear Protection and Controls No. HAK 40
Transformers No. HAK 45
Transformer Protection and Controls No. HAH 40
MYV Outdoor Incoming/Bus circuit breaker No. HA* 40
MYV Indoor Incoming/Bus circuit breaker No. sk 45
MV CB Protection and Controls (Incom/Bus) No. sk 40
MYV Outdoor feeder circuit breaker No. HAK 40
MYV Indoor feeder circuit breaker No. HA 45
MYV CB Protection and Controls (Feeder) No. HAK 40
Pole Type
Concrete Wood

Outdoor Structure if not included above No. Hak 70 45
SCADA and Communications Equipment No. HA 15
Ripple Injection Plant No. HAK 20
Ancillary equipment:
LV supplies excluding local service transformer No. HA* 20
Emergency and outside lighting No. o 40
Batteries and DC supplies No. Hk* 20
Fire protection equipment No. Hk* 20
Other Items No. Ak 40
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Asset Description Unit Standard Standard Life
Replacement Cost (Years)
($000)
Distribution Pole Type
MYV Lines Concrete Wood
22kV O/H Heavy (2150mm®* £240mm> A1) km 34 70 45
22kV O/H Medium (>50mm? <150mm?> A1) km 31 70 45
22kV O/H Light (<50mm? A1) km 29 70 45
22kV Single Phase (2 wire) km 26 70 45
22kV SWER km 22 70 45
11kV O/H Heavy (2150mm? <240mm? A1) km 32 70 45
11kV O/H Medium (>50mm? <150mm® A1) km 29 70 45
11kV O/H Light (<50mm? A1) km 27 70 45
11kV Single Phase (2 wire) km 24 70 45
11kV SWER km 21 70 45
MYV Lines
22kV O/H DCct Heavy km 52 70 45
22kV O/H DCct Medium km 48 70 45
22kV O/H DCct Light km 44 70 45
11kV O/H DCct Heavy km 48 70 45
11kV O/H DCct Medium km 44 70 45
11kV O/H DCct Light km 40 70 45
22kV O/H Underbuilt Heavy km 18 70 70
22kV O/H Underbuilt Medium km 17 70 70
22kV O/H Underbuilt Light km 15 70 70
22kV O/H Underbuilt Single Phase (2 wire) km 12 70 70
22kV O/H Underbuilt SWER km 10 70 70
11kV O/H Underbuilt Heavy km 16 70 70
11kV O/H Underbuilt Medium km 15 70 70
11kV O/H Underbuilt Light km 13 70 70
11kV O/H Underbuilt Single Phase (2 wire) km 10 70 70
11kV O/H Underbuilt SWER km 9 70 70
MV Cables Cable Type
XLPE PILC
22kV U/G Heavy (>240mm? <300mm’ A1) km 166 45 70
22kV U/G Medium (>50mm? <240mm” A1) km 124 45 70
22kV U/G Light (<50mm? A1) km 99 45 70
11kV U/G Heavy (>240mm? <300mm’ A1) km 126 45 70
11kV U/G Medium (>50mm? £240mm?> A1) km 100 45 70
11kV U/G Light (£50mm? A1) km 81 45 70
22kV U/G DCet Heavy km 232 45 70
22kV U/G DCet Medium km 179 43 70
22kV U/G DCct Light km 144 43 70
11kV U/G DCet Heavy lﬁﬁ izg j‘é ;8
11kV U/G DCct Medium K 21 45 70

11kV U/G DCct Light
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Asset Description Unit Standard Replacement Standard Life
Cost (5000) (Years)

MYV Switchgear

22kV Disconnector/links 3ph (Excl Pole) No. 4 35
11kV Disconnector/links 3ph (Excl Pole) No. 4 35
22kV Disconnector/links 2ph (Excl Pole) No. 3 35
11kV Disconnector/links 2ph (Excl Pole) No. 2 35
22kV Load Break Switch (Excl Pole) No. 8 35
11kV Load Break Switch (Excl Pole) No. 6 35
22kV Dropout Fuse 3 Ph (Excl Pole) No. 3 35
11kV Dropout Fuse 3 Ph (Excl Pole) No. 2 35
22kV Dropout Fuse 2 Ph (Excl Pole) No. 2 35
11kV Dropout Fuse 2 Ph (Excl Pole) No. 1.5 35
22kV Dropout Fuse SWER (Excl Pole) No. 1.5 35
11kV Dropout Fuse SWER (Excl Pole) No. 1 35
22kV Sectionaliser (Excl Pole) No. 19 40
11kV Sectionaliser (Excl Pole) No. 19 40
22kV Recloser (Excl Pole) No. 29 40
11kV Recloser (Excl Pole) No. 27 40
Independent surge arrestors 22kV 3ph Set 3 35
Independent surge arrestors 11kV 3ph Set 2 35
22kV Indoor Circuit Breaker No. 30 45
11kV Indoor Circuit Breaker No. 30 45
Voltage Regulator No. HoHk 55
Ring Main Unit metalclad oil-filled — 3 Way No. 19 40
Extra Oil Switch metalclad oil-filled No. 8 40
Extra Fuse Switch metalclad oil-filled No. 8 40
Ring Main Unit moulded epoxy resin base — 3 Way No. 15 40
Extra isolator moulded epoxy resin base No. 5 40
Extra fuse unit moulded epoxy resin base No. 8 40
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Asset Description Unit Standard Replacement Standard Life
Cost (3000) (Years)
Distribution Transformers (kVA)
Single/Two Phase Units
22kV/LV &11kV/LV
Up to and including 50kVA No. 4 45
75 No. 5 45
100 No. 7 45
Three Phase Units (Pole Mounted — Bushing Terminations)
22kV/LV
15 No. 6 45
30 No. 6 45
50 No. 8 45
100 No. 12 45
200 No. 17 45
300 No. 18 45
500 No. 21 45
11kV/LV
15 No. 4 45
30 No. 4 45
50 No. 6 45
100 No. 8 45
200 No. 13 45
300 No. 16 45
500 No. 19 45
Three Phase Units (Cable entry, one or both voltages)
22kV/LV
100 No. 12 45
200 No. 18 45
300 No. 22 45
500 No. 24 45
750 No. 29 45
1000 No. 38 45
1250 No. 48 45
1500 No. 57 45
11kV/LV
100 No. 10 45
200 No. 16 45
300 No. 17 45
500 No. 22 45
750 No. 26 45
1000 No. 30 45
1250 No. 42 45
1500 No. 50 45
SWER Isolating Transformers
22kV
50 No. 7 45
100 No. 9 45
200 No. 13 45
11kV
50 No. 6 45
100 No. 7 45
200 No. 12 45
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Asset Description Unit Standard Standard Life
Replacement Cost (Years)
($000)
Distribution Substations
22kV/LV & 11kV/LV
Pole Mounted (up to 50kVA) No. 1 45
Pole Mounted (above 50kVA) No. 2 45
Ground Mounted (Covered) No. 4 45
Kiosk (Masonry or block enclosure) No. 9 70
On Customer’s Premises with Feedout No. 2 45
Land No. oAk -
LV Reticulation Pole Type
Concrete Wood
Overhead — LV 4 wire only large km 48 70 45
Overhead — LV 4 wire only medium km 42 70 45
Overhead — LV only 2 wire medium km 38 70 45
LV underbuilt 4 wire large km 26 70 70
LV underbuilt 4 wire medium km 22 70 70
LV underbuilt 2 wire medium km 18 70 70
Streetlighting O/H 2 wire km 30 70 45
Streetlighting O/H underbuilt km 7 70 45
Cable Type
XLPE/PVC PILC
Underground — LV only large km 75 45 70
Underground — LV only medium km 65 45 70
Underground — with MV large km 52 45 70
Underground — with MV medium km 37 45 70
Streetlighting U/G 2 core km 40 45 70
Streetlighting U/G 2 core joint trench km 16 45 70
LV Network Link Pillar No. 6.2 45
Customer Service Connections
Excluding Meters and Relays
HV overhead No. 0.6 45
HV underground No. 4 45
LV -1ph O/H No. 0.08 45
LV — 1 ph U/G Shared Service Pillar No. 0.3 45
LV -1phU/G No. 0.6 45
LV -3 ph O/H No. 0.18 45
LV -3 ph U/G No. 0.98 45
LV — 3 ph O/H (> 200 amp) No. 0.92 45
Other System Fixed Assets
SCADA and Comms (Central Facilities) Lot - 15
Easements No. oAk -
Strategic Spares Lot oAk -
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APPENDIX B

MULTIPLIERS

The replacement cost values shown in Table A.1 are used for the majority of assets and
conditions that apply to the general case for construction. However there are particular

conditions that apply to the installation of some assets due to locality, terrain, ground condition

and environment. The following multipliers will accommodate those conditions by their
application to the base replacement cost. Those assets subject to the multipliers must be

identified and although more than one multiplier may be applicable it is not to be done in a
cumulative manner.

Asset Category Condition Multiplier Application
Designation Value Range
Overhead line Urban locality Urban 1.5t0 1.8 Identify line length
where spans are
less than rural
Site remote from Remote 1.1to 1.25 Identify line length
depot — 2hrs or construction
travel' where travel to site
is greater than 2hrs
Terrain unsuitable | Rugged terrain 12t0 1.3 Define area where
for normal rugged terrain
vehicular access occurs and line
length
Swamp or tidal Swamp 1.1to 1.3 Identify line length
ground where special
footings and
access is necessary
Road traffic safety | Traffic $800-$1,500/km Applies to
and control management roadside working

for measures in
addition to normal

signage.
Underground Business districts, | Business area 1.25t0 1.35 Define cable route
cable congestion, length for high
pedestrians etc traffic flow, high
pedestrian count,
special
reinstatement
Loose or solid rock | Rocky ground 1.5t02.0 Applies to ground
excavation involving loose
rock and solid rock
Road traffic safety | Traffic $4,000-$6,000/km | Applies to
and control management roadside working
for measures in
addition to normal
signage
Distribution High ground Earthing 1.2t02.0 Define locations
substations resistivity where high earth

resistivity occurs
at distribution
substations.

! Also applies to equipment




