SCHEDULE F BASE CAPEX PROPOSAL - QUALITATIVE
INFORMATION

c.7.3.1,9.1.1
F1 Qualitative information required in a base capex proposal

For the purpose of clause 7.3.1 (1) (b) a base capex proposal must, in addition to the
other things specified in that clause, include all the information listed or described in this
schedule.

F2 Identified programmes

(1) Identified programmes means base—eapeﬂp#e;eets\-e# base capex programmes

forecast to be undertaken during the next regulatory period defined by reference
to one or more of the following categories or criteria-

(a) base capex categories;

(b) aclassification by way of a maximum-cost-orexpenditure-threshold-eraneother

related financial measure;

(c) aranking system, such-asthefive-highestcostprogrammes-orprojects;
(d) any other distinguishing characteristic or measure applicable te-types-of
programmes-orprojectsundertaken-by-Transpower;

and ‘identified programme’ means one of those programmes erprojects-
F3 Overview
(1) L;ietaﬂed{ commentary as to how the proposed projeetsand programmes relating to

base capex are consistent with the-

(a) most recent integrated transmission plan, and if there is any material
divergence from-andifnot-whyneotand
(b) opex proposal,
for the next regulatory period;

(2) overall description of Transpower’s aims and objectives with respect to base capex
during the next regulatory period;

(3) summary of the key evidence supporting those aims and objectives;
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(4) explanation as to the overall deliverability of the proposed proejectsand
programmes relating to base capex; and

(5) identification and explanation of the factors likely to affect the deliverability of the
proposed prejects-and programmes relating to base capex, by base capex
category;

F4 Governance Rolicies-processes and consultant reports

(1) schedule listing governance al-pelicies-erprocesses applicable to base capex
concerning-

(a) base—aapex—p%epet&eestmg—eveé%@-{w#henk
(b) base capex programmes;
(c) asset management;

(d) business planning; or

(e) capital works;

(3) schedule listing all consultant reports commissioned for the purpose of preparing
the proposal;

F5 Costand-efficiency
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3) L q
(a) any-contingencyincludedinproposedcosts;and
(b) themethodologyforecalculating such-contingencies;

F6 Information on programmes and identified programmes

(1)

(2) inrespect of each identified programme:

(a) description of the programme, including its aims and objectives in relation to
grid development, maintenance or operation;

it

(b) eest-benefit economic analyses that support fit;

(c) . . . ity wi : : 1y £
af-ﬁeet—t—ha&-\p#egmmmek

(d) description of the methodology used to generate the forecast of its base capex,
including, but not limited to-

(i)  the relevant key assumptions and how they were applied;
(ii)
(i) i S : i ed

(iv) any models used accompanied-by-explanationsforthem and how they

were relied on[:.

(e)

(f)
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(i) grid-maintenance;and

(ili) gric-operation;
(h)  exslanation of all material departures from any-
(i)
(i)
(iif)

(i)  overview of any significant tradeoffs between operating expenditure, base
capex and quality that Transpower considered in its ]development;

(i)  assessmentofitsimpactupon-eitherorboth-ofthe-

be a description of our approach to consideration of opex / capex
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(m) explanation of the effect of a step change identified pursuant to paragraph (l)
on its forecast base capex; and

\ Commented [A16]: policy moved to cause F(6) (2) (d).

(3) inrespect of each identified programme forecast to be first commissioned during
the next regulatory period-
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(c) provide an overview of the procurement process, including an explanation of
the extent to which the process was competitive, and if not, why not;

F8 Resourcing and delivery

\j Commented [A21]: Already required at F 3 (4)
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F9

F10

(a) theforecastbasecapex;and
(b) forecastgrid-output-measuresand

(3) description of the approach precesses that-wit-beimplemented to manage or
mitigate the resourincg and delivery risks\ to-which-subclause {2} relates.

Other capex

In respect of any base capex ircluded-in-theregulatory-templatesagreedpursuantte

#e;enee—seuﬁee—not—feund,}to‘ which clause F6 does not apply, description of the rationale
for any forecast base capex exceeding St-millien S5 million in any one disclosure year.

Escalation factors and foreign exchange assumptions

(1) inrespect of each escalation factor relied on to account for changes in input prices
in completing the regulatory templates agreed pursuant to clause 2.2.1 (1) or
specified pursuant to clause 2.2.1 (2)

(a) description of each such escalation factor and rationale for its use;

(b) methodology underlying the calculation of its quantum, by reference to data
sources, data conversions and assumptions relied upon, including lags;

(c) the weighting given to it and description of how that weighting was
determined, including any assumptions relied upon;

(d) explanation of whether the same escalation factor has been used in the base
capex proposal and opex proposal, and if not, explanation and supporting
evidence as to why different escalator factors were applied;

(e) an explanation of whether, in applying escalation factors that relate to labour
or material inputs, additional contingency factors were applied and, if so,
description of the uncertainties they account for and how they were calculated;

(2) alist of the foreign exchange rates used to prepare the proposed base ’capex\
allowance;

(3) an estimate of the exposure to foreign currency for each foreign currency for each
year of the next regulatory period and description of how these estimates were
produced.
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F11 Information on proposed grid output measures

(1) lists of all proposed grid output measures to measure the benefit delivered by

proposed expenditure
(a) performance-based-measures:
(b) assetcapabilitygridoutputmeasures:

(c) assethealthgridoutputmeasures:and

(2) description of each grid output measure listed under subclause (1) including-
(a) detailed definitions;
(b) details as to what the measure includes and excludes;

(c) any relevant calculations;

(d) the reasons for selecting each measure;

() lati . . o) . " id
(f)  relationship-between-it-and-forecast performance of the grid;
(g) %elaﬂens#%p—be%weewﬂ—anﬁhe—kwpwpeses—ef—the—)we&tmenﬂ,

F12 Revenue-linked grid output measures

(1) inrespect of each proposed revenue-linked grid output measure-

(a) adescription of how it will be linked to revenue through the grid output
mechanism;

(b) in respect of each disclosure year of the regulatory period, a proposed-
(i)  grid output target;
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(i)  grid output incentive rate;
(iii) cap;and
(iv) collar;

(c) description of and justification for the proposed grid output targets, caps,
collars, and grid output incentive rates including-

(i)  how each was determined by reference to the relevant definitions;

(i)  whether, and if so, for each grid output target, Transpower has had
regard to any consultation responses and-relates-torelevantpeolicies
and-key-assumptions;

(d) to the extent possible, historical performance data for the seven most recently
completed disclosure years;

(2) commentary comparing and evaluating the performance of each proposed
revenue-linked grid output measure with respect to actual capital expenditure and
operating expenditure over the 7 most recently completed disclosure years;

(3) commentary as to how the proposed grid output targets relate to the proposed
base capex allowances and proposed operating expenditure allowance as
contained in the opex proposal;

(4) identification of any key assumptions relied upon and modifications or changes
made to historical performance data for the purpose of determining the proposed
grid output targets; and

(5) description of models and all data used to determine the grid output targets, caps
and collars;

Commented [A30]: Clause F11 describes all grid output
measures and rationale for development
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