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INntroduction

Overview of Vector

The Vector Group is New Zealand's largest energy solutions business. The Group is a diverse portfolio of regulated and
unregulated business units delivering products and services across electricity, gas, fibre, metering and new technologies.

We are 75.1% owned by the community trust Entrust, which represents over 350,000 electricity customers in Auckland. The
remainder of our shares are listed on the New Zealand stock exchange, an ownership model that achieves both commercial and
community objectives. On behalf of our customers and shareholders, and in collaboration with our suppliers and partners, we are
committed to facilitating a decarbonised, reliable, resilient, safe and affordable energy future for our customers.

Vector's asset management is a multi-utility practice that includes both electricity and gas distribution, as well as fibre assets.
However, for the purposes of this AMP, the scope of asset management practices and investment forecasts described is limited
to Vector's electricity distribution network. We manage more than 19,000 kms of overhead lines and underground cables,
delivering power to over 500,000 homes and 60,000 businesses throughout the wider Auckland region.

OUR VISION AND OUR SYMPHONY STRATEGY

Qur vision is to create a new energy future.

Symphony is our strategy for the new energy future — it is about creating a system for our customers that fits the future, delivering
safe, cleaner, more reliable and affordable energy solutions that are developed with customers at the centre, and which helps us
navigate future uncertainty. Symphony is how we are transforming the traditional poles and wires of the electricity networks
serving the Auckland region into an intelligent energy system where customers have more choice and control.

What is in this AMP?

AMP UPDATE

In March 2021, we published a comprehensive Asset Management Plan, which is available on our website www.vector.co.nz. This
Asset Management Plan Update (2022 AMP Update) is structured to meet the disclosure requirements. We have not attempted
to duplicate the detailed explanations provided in our previously published, comprehensive AMP and we would encourage
readers to revert to our 2021 AMP whenever a greater level of detail is required.

This 2022 AMP Update is limited to providing information on material changes to the previous AMP including those relating to
our network development plans and asset replacement and renewal strategies.

*  Section 1 provides an overview of our approach to managing uncertainty in our planning horizons and sets out some examples of
how we continue to embed our Symphony strategy to deliver our vision of creating a new energy future.

*  Section 2 provides context of the material changes that have occurred since our last published AMP that have influenced our
network development plans and asset replacement and renewal strategies. This Section also identifies any material changes to
our asset management practices.

*  Section 3 presents an update of our capital and operational expenditure forecasts for the electricity distribution network assets for
the 10-year planning period (1 April 2022 to 31 March 2032) and provides an overview of major variances between this planning
period and our previous disclosure (2021 AMP).

* The Appendices presented in Section 4 set out a summary of the changes that have affected our investment forecasts relative to
our previous disclosure, our updated Disclosure Schedules, and the Director's Certificate.

AMP PURPOSE STATEMENT

This AMP is intended to provide transparency to our customers, staff and stakeholders over the context in which we make
investment decisions and how our asset management practices support the decision-making process.

AMP PLANNING PERIOD

This AMP covers a 10-year planning period, from 1 April 2022 to 31 March 2032. Consistent with Information Disclosure
requirements, a greater level of detail is provided for the first five years of this period.

CERTIFICATION DATE

This AMP was certified and approved by our Board of Directors on 30 March 2022.
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1.4.2

Information Disclosure Requirements

Clause 2.6.3in the Electricity Distribution Information Disclosure Determination 2012 requires Vector Ltd to complete and pu blicly
disclose, before 1 April 2022, an AMP Update.

Clause 2.6.5 states that the AMP Update must:
i Relate to the electricity distribution services supplied by the electricity distribution business (EDB);

ii. Identify any material changes to the network development plans disclosed in the last AMP (or AMP Update) per clause 11 of
Attachment A or in the last AMP update disclosed under this clause;

iii.  Identify any material changes to the lifecycle asset management (maintenance and renewal) plans disclosed in the last AMP
pursuant to clause 12 of Attachment A or in the last AMP Update disclosed under this section;

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

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

In addition, clause 2.6.6 requires each EDB to publicly disclose the following reports before the start of each disclosure year:
*  Forecast Capital Expenditure in Schedule 11a

*  Forecast Operational Expenditure in Schedule 11b

* Asset Condition in Schedule 12a

*  Forecast Capacity in Schedule 12b

*  Forecast Network Demand in Schedule 12¢c

*  Forecast Interruptions and Duration in Schedule 12d

Managing uncertainty in planning horizons

This Asset Management Plan sets out our view of the investments we believe will deliver the best outcomes, however we
note that, particularly given the uncertainty over future electricity demand, we are not bound to follow the investments
described here as we update our views on how to best deliver for our customers. Each investment we make goes through
appropriate governance processes to ensure it is delivering against our strategy.

We are facing uncertainty at unprecedented levels around future electricity demand, the impact of climate change and
associated policy response, and the extent of regulatory change required to support new technology investment to avoid over
investment in traditional assets in our network. In the immediate term, there are also significant supply chain disruptions
associated with the Covid-19 pandemic.

The Government is due to respond to the Climate Change Commission’s advice, and it's policy response has the potential to have
a material impact on electricity distribution networks, both in terms of electric vehicles (EVs) and a transition away from fossil
fuel to electricity. As such, the degree of any certainty within our forecasts is significantly lower given we do not know, particularly
in these changing times, what may happen.

To this end, we have developed our AMP with a higher degree of accuracy in the near term and reducing level of accuracy
thereafter. Given the rate of change in technology, we continuously look for the optimal solution, whether this is through the use
of new and emerging digital technologies or optimising existing network solutions.

COVID-19 PANDEMIC

Vector continues to work hard to minimise the ongoing uncertainty and disruption related to the Covid-19 pandemic. As a
provider of critical infrastructure services, we took early steps to protect all our people, and in particular those in critical roles, to
ensure the safe and reliable operation of our electricity network. Under lengthy periods of lockdown, when our customers are
based at home and even more reliant on the continuity of power, we took steps, where possible, to minimise disruption from
planned outages and maintenance activity. Towards the end of 2021, as our national response transitioned away from Alert Levels
to a traffic light system, we adapted our approach to planned outages and maintenance activity, to ensure we continue to provide
a safe and reliable electricity network.

In response to the pandemic we have introduced significant changes to our operating model, including; standing up a second
electricity control centre, splitting our critical workforce and providing facilities that allow physical isolation of the operational
team, implementing and maintaining field force crew bubbles to help to slow the rate of Covid transmission, and extended
periods of working from home for all non-critical workforce. Our planned shift to new premises in 2023 will also help to mitigate
future pandemic risk with our workforce operating in a modern HVAC environment.

Our pandemic response plan is designed to ensure the safety and wellbeing of our people, and communities, and the continuity
of the critical services we provide. Our Pandemic Response Team actively monitors incidents and evolving situations and
determines our level of operational response according to our plan.

SUPPLY CHAIN UNCERTAINTY

Over the last 12 months we have observed high levels of volatility on the supply side of network maintenance and capital delivery
(construction). Supplier lead times and costs for network equipment have increased significantly due to disruption to
international and domestic freight routes, resource constraints and a surge in demand from consumer goods manufacturers
competing for raw materials needed by the electricity sector.
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Surging demand for EVs has increased the requirement for specialised materials such as silicon steel, commonly used in the
fabrication of power and distribution transformers. We anticipated these pressures in early 2020, taking action to increase
inventory levels and partner with strategic suppliers for greater visibility of supply chain risk. This work continued in 2021 with
the development of pricing models to help mitigate against price shocks. We expect that 2022 will see continued volatility in the
availability and price of raw materials, labour and freight, with domestic freight a particular area of concern.

DECARBONISATION

The energy sector is responsible for 42% of New Zealand'’s national greenhouse gas emissions, and Vector welcomes the role we
can play in the decarbonisation transition. The government strategy to decarbonise the energy sector primarily relies on the
electrification of transport and industry, while expanding intermittent renewable generation capacity such as wind and solar.
Vector acknowledges that decarbonisation can be driven in an orderly transition, where policy, regulatory settings, societal needs,
and technology are in alignment to produce the best outcome for society while achieving our targets. However, a disorderly
decarbonisation with misaligned stakeholders and delayed action holds risks for both Vector and wider society. Vector actively
engages with the public sector, regulatory bodies, consumers, technological partners and wider industry to drive the orderly
decarbonisation strategy. We have therefore been working closely with government to shape the response of the Climate Change
Commission’, and most recently the National Emission Reduction PlanZ.

We primarily advocate for an alignment of regulatory and policy frameworks to drive investment in demand side management
and optimised network utilisation to enable large-scale electrification. These investments must occur now to reduce future
forecasted customer costs attributed to the peak load impact of disorderly decarbonisation. In particular, we stress the
importance of mandated/incentivised smart electric vehicle charging regulations to defer future network upgrades, providing
equity across EV and non-EV owners.

Vector also has its own internal decarbonisation goals, to reach 53.5% reduction in Scope 1 and 2 greenhouse gas emissions
(excluding electricity line losses) by 2030 from a 2020 baseline. The current strategy focuses on better management of mobile
diesel generators to reduce unnecessary generation. For example, we have trialled the use of mobile transformers as an
alternative to diesel generators during transformer upgrades. Such initiatives not only reduce emissions, but also noise, urgency
of the shutdown window, and overall cost. We have also started exploring Scope 3 emission reductions, which is dominated by
fuel used by Field Service Providers. Reducing fuel use requires a transition to an electric fleet, however the current cost of pre-
production electric trucks forms a cost barrier that will require additional investment support.

Investing in the network of the future: embedding Symphony

The following examples illustrate some of the ways Vector is investing in the network of the future, while delivering on the near-
term needs of our customers and our commitment to quality compliance.

STRATEGIC RELIABILITY MANAGEMENT

Over recent years we have accelerated specific programmes of work that reflect our commitment to quality compliance and the
outcomes customers experience through the regulatory quality compliance framework.

The Strategic Reliability Management Plan (SRMP) specifies how we will ensure compliance with quality standards and sustain
this performance in future years, while not compromising health and safety outcomes, to meet the expectations of our customers
and other stakeholders. The reliability objectives and reliability strategies within the SRMP are a subset of Vector's broader set of
asset management objectives.

The SRMP builds upon the actions taken as part of our response to our reliability performance from RY2016-21, with a heightened
focus on initiatives aimed at improving outage duration times, which has been identified as Vector's key reliability challenge.
There is an annual review process for the SRMP at the end of the regulatory year which assesses all components of unplanned
SAIFI and SAIDI performance including contribution by cause and the effectiveness of the initiatives during that year.

Following that review process the SRMP is revised and some of the initiatives are embedded into business as usual practice while
other new initiatives aligned to the reliability strategies are developed for the upcoming year and provided for in the expenditure
profile. For RY22 we looked to build on our compliant performance of RY21 and the initiatives comprised:

*+  Programmes of work (POW) to reduce feeder size based on SAIDI criticality

* Reprioritisation of overhead asset POW in SAIDI critical areas

* Riskreview of urban auto-recloser and sub-transmission manual reclose policies

*  Review of Fault Passage Indicator (FPI) strategy and additional deployment POW

* Review of Fault Restoration strategy with FSPs and technology solutions to assist fault location

*  Review of Vegetation strategy and link to quarterly cut planning

*  Formation of a working party with Auckland Transport to enable data sharing for motor vehicle vs asset incidents
«  Cost /benefit analysis of fixed relocatable generation at South Head and Piha

*  Review of Bird strike mitigation strategy

We returned to quality compliance in RY21 and as at February 2022, unplanned SAIDI and SAIFI are on track to once again be
compliant for RY22 despite more extreme weather events than the previous year. The SRMP and associated reliability
management targets a margin below the regulatory limit to allow for the variability in network operating conditions from year to
year.

" https://blob-static.vector.co.nz/blob/vector/media/vector-regulatory-disclosures/vector_submission_ccc_draft_advice.pdf

2 https://blob-static.vector.co.nz/blob/vector/media/vector2021/vector_transitioning to_low-emissions_climate-resilient_future submission.pdf



https://blob-static.vector.co.nz/blob/vector/media/vector-regulatory-disclosures/vector_submission_ccc_draft_advice.pdf
https://blob-static.vector.co.nz/blob/vector/media/vector2021/vector_transitioning_to_low-emissions_climate-resilient_future_submission.pdf
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INVESTING IN CYBER SECURITY

Digital platforms that reduce the cost and improve the efficiency and effectiveness of our core network operations are becoming
increasingly important. Consequently, it is becoming even more critical to ensure safe and secure connectivity. At the same time,
there is a rapidly escalating threat to cyber security. Vector has invested in improving our cyber security capabilities®* and maturity
and we will continue to do so. It is our view that allowance should be made for distribution businesses to invest in this capability,
to ensure that, as the sector transforms, it does so safely and securely.

While we continue to prioritise and increase our own investment in cyber security, we also hold the view that as digitalisation
continues to gain importance, allowance should be made for costs associated with procuring the necessary data. Partly because
of these omissions from the current DPP regime, we are spending above our allowance in these areas.

IMPROVING CUSTOMER EXPERIENCE THROUGH DIGITAL INVESTMENT

Our Symphony strategy designs solutions based on customer needs, so while we continue to meet investment requirements in
delivering new connection requests, we also need to invest in delivering seamless, and great, experiences for our existing
customers as they engage with us.

Through ongoing investment into, and development of, our customer experience capabilities, we have a continuous focus on
incremental improvement to our communication capability, including self-service, proactive and inbound engagements.

ADVANCED DISTRIBUTION MANAGEMENT SYSTEM

Our investment in our Advanced Distribution Management System (ADMS) is progressing well with Phase | of the project nearing
completion. The ADMS will introduce new functionality and capability to our operating model and include modules that provide
outage management, electronic switching, automated fault identification and service restoration, as well as integration with
Vector's Distributed Energy Resource Management System (DERMS), all of which are key requirements and enablers for our
Symphony strategy.

STRATEGIC PARTNERSHIPS

A highlight from the past six months has been our announcement of our strategic collaboration with X on network virtualisation
and simulation technology, including the virtualisation of the electricity network in Auckland. These tools will help us, and other
transmission and distribution operators, simulate the likely impact of increasing solar and electric vehicles, and proactively invest
and manage their networks to maintain a reliable and affordable energy supply.

The strategic collaboration with X is part of our shared vision to reimagine the design, management, and operation of electricity
networks; get ahead of increasing demands for clean energy; and transform the network in order to support decarbonisation.
Together with continued progress in our strategic alliance with Amazon Web Services to build the New Energy Platform, these
initiatives reflect strongly our strategy of looking for the best partners to work with from around the world to transform our energy
systems.

SUPPORTING ELECTRIFICATION OF TRANSPORT

Our long-term cooperation with Auckland Transport (AT) on enabling the large-scale bus electrification has transitioned far away
from the drawing board and into reality. Boosted by AT's record order of 150 electric buses in 2021, the first electric bus depot is
expected to be connected in 2022 and several others with partial or full electric depots will follow.

A network integration study with AT on Ferry electrification is also in progress and will be completed in 2022. The scope involves
demand modelling, network design and cost estimation to provide ultra-fast charging across different Auckland ferry terminals.

In 2021, we have also completed our EV Smart Charging Trial with 200 EV owners. The trial demonstrated that smart charging
can successfully integrate EVs into the network while delivering customer satisfaction. The trial has also filled a critical gap in
international research about how customers feel about managed smart charging.

CLIMATE RESILIENCE

We prioritises climate risk as a critical risk for Vector with Board Risk and Assurance Committee oversight. We provide clear and
transparent reporting of sustainability risks, opportunities, and metrics through our Annual Report and Task Force for Climate
Related Financial Disclosures (TCFD).

In the context of the asset management plan, climate resilience refers to the ability of the electricity network to anticipate, absorb,
accommodate and recover from the effects of a potentially hazardous event related to climate change. For detailed information,
refer to our TCFD.

We consider the following to be key climate related risks to the electricity network:

* Increasing extreme wind speeds and cyclonic activity leading to further network disruption.
* Increasing risk of coastal inundation and freshwater flooding leading to asset damage.

+  Cascading impacts of extreme winds and flooding leading to delays in network repair.

*  Firerisks from reclosers after sustained dry weather.

The impacts of climate change are already materialising, and key controls have been put in place. Examples include a risk-based
approach to vegetation management, relocation of assets to manage flood risks, and remotely disabling “risk of fire assets” during

3 Vector Technology Services (VTS) has been established as our vehicle for providing Vector's electricity network and other EDBs with core technology-based services to underpin

operations. These include services relating to both cyber security and the provision of Vector's DERMS platform.




periods of extended dry weather. We have also been trialling microgrid solutions for “grid-edge” resilience such as our Vehicle-
To-Home trial and automated generation in Piha.

Knowledge of climate change impacts are still in development, and we are remaining abreast of the latest climate change risk
research through our academic partners. Through these partnerships we are preparing the capabilities to forecast and continually
monitor climate change impacts through till 2100 based on IPCC scenarios.
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Asset Management Plan Update

This Asset Management Plan provides an update on material changes since our last published AMP. While a number of factors
(internal and external) continue to influence our network development plans and asset replacement and renewal strategies, our
commitment to delivering a safe, reliable, and resilient electricity network to meet our customers’ needs remains steadfast. Our
commitments are underpinned by our Symphony strategy which is focused around delivering safe, cleaner, more reliable and
affordable energy solutions that are developed with customers at the centre.

Material changes since our last published AMP

The following section presents a high-level overview of material changes that have occurred since our last published AMP that
have influenced our network development plans and asset replacement and renewal strategies.

AUCKLAND GROWTH AND NETWORK REINFORCEMENT

*+  The 2022 AMP Update provides for an increased level of system growth based on updated Auckland Council building consent data
and new customer connection forecasts. Our forecasts for ICPs and consequently load have increased over the mid-term (2-5
years). Building consents have been reaching new heights in recent years and we now expect that this was not a temporary rush
but is part of a solid extended development boom that will keep pace over the mid-term. A notable contributor is Kainga Ora's
long-term housing development plans, including projects in Glenn Innes, Mt Roskill, Mangere and Northcote.

* As a result of the increased level of growth and associated increase in load forecast, the reinforcement of the Highbury and
Greenhithe zone substation is now necessary and the development of new zone substations at Redhills and Kumeu will be
established over the 10-year planning period.

*  Ourlong-term growth forecasts have not been affected by this mid-term shift and remain aligned with the Statistics New Zealand'’s
long-term average population forecast.

+ Inaddition to forecast ICP growth, Vector has experienced an unprecedented number of large customer connection requests over
the past 12 months, particularly relating to new and committed data centres. The data centres are predominantly located in our
Henderson and Silverdale planning areas and the anticipated load growth has required certain reinforcement (e.g. Millwater Zone
Substation) and asset replacement investments to be brought forward to meet customer'’s development timeframes.

NETWORK DEVELOPMENT CONTRIBUTION

*  From1December 2021, the amount customers pay for new electricity connections in Auckland increased. This is primarily because
we changed the way we recover overall network growth costs, so that those who are driving the need to invest in network growth
cover the costs of doing so. From 1 December 2021, when a customer adds a new connection to the electricity network, or upgrades
an existing one, that customer will pay a contribution towards the capital investment we make in the infrastructure that supports
overall network growth. This development contribution isin addition to paying the full cost of the connection at the point of supply.

INTEGRITY - ASSET REPLACEMENT

* Annual review of our asset replacement plans using condition-based assessment risk management (CBARM), asset condition and
health data sets, and network performance insights (e.g. unexpected failures) help to inform our priorities.

*  During FY22 Vector undertook to replace two sub-transmission cable circuits (8km) after experiencing several unplanned outages
and unsuccessful attempts to repair the cables. The early generation cross linked polyethylene (XLPE) cables from these two
circuits have presented signs of early deterioration and have prompted the development of a strategy to proactively replace the
remaining 20km of this cable type. The 2022 AMP Update provides for the increased level of investment in sub-transmission cable
asset replacement.

*  Vector has further strengthened its asset replacement through the introduction and investment in our composite crossarms
replacement programme aimed at extending the asset lifecycle and improving network performance in this area.

* Changesin Covid-19 alert settings and lockdowns have had a bullwhip effect on demand for network equipment, as customer and
network projects are urgently paused and then accelerated. We have worked closely with suppliers to reduce the impact of these
changes, building value partnerships through demand and cost transparency and more tightly integrated business planning.
Vector has been able to use its “safety stock” of commmonly used equipment to help to mitigate longer lead times and increased
demand, reducing build risk. These inventory levels will need to be maintained in 2022. As the electricity network grows in scale
and complexity so too does our investment in the acquisition, storage and maintenance of critical spares to manage the risk of a
HILP failure of a strategic network asset.

NON- NETWORK DIGITAL

*  The 2022 AMP Update provides for an increase in our investment in network transformation to support our Symphony strategy.
Specifically, as we move towards a smarter network, our investment in distributed energy resources (DER) enablement, smart
meter data use cases to support network maintenance and planning, investment on our advanced distribution management
system (ADMS), and ongoing investment in our strategic collaboration with Google X.

«  Cyber Security and IT/IOT Network modernisation continue to be a focus due to the ever-increasing cyber threat landscape. The
profile of core non-network capex investment has changed in the 2022 AMP with areas of capital expenditure being reclassified as
operational expenditure in accordance with a change to accounting standards relating to cloud-based services (IFRS 16, IAS 38).
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IMPACT OF INFLATION

*  The last year has seen an increase in cost pressure aligned to the global cost of raw materials, supply chain disruption and local
labour resource issues. This has seen the Consumers Price Index (CPI) and the Producers Price Index (PPI) increase to 5.9% and
7.2% respectively on an annual basis.*

*  Theforecast expenditure profile utilises the inflators based on the Commission’s methodology which were set for DPP3 in line with
the longer-term historical inflation performance and the mid-point of the Reserve Bank of New Zealand (RBNZ) inflation target of
circa 2%.

*  The Opex inflator used in this AMP has been based upon New Zealand Institute of Economic Research (NZIER) forecasts for the
Labour Cost Index (LCI) and PPl which has resulted in an Opex inflator of 4.5% in the current year trending down to 2.3% in 2026.

*  The Capex inflator used in this AMP is based upon the actual Capital Goods Price Index (CGPI) and then applying other inflation
indices’ forecasts to calculate a Capex inflator of 4.5% in the current year trending down to 2.4% in 2026.

+  Bothoftheseinflators are higher than previous AMP forecasts and have a detrimental impact on the nominal expenditure forecasts
which are used to compare to the expenditure allowances provided for by the Commission for DPP3.

*  Thelonger-term inflator forecast is based upon the mid-point of the RBNZ inflation target of 2% which isin line with previous AMPs’
forecasts.

Improving our Asset Management and Delivery

IMPROVED DATA-DRIVEN DECISION MAKING

Investment in our SAP Planned Maintenance (SAP-PM) system and further integration with our field service providers has
enabled a consistent approach to the management and delivery of planned maintenance. In accordance with our refreshed
suite of maintenance standards, the SAP-PM systems represent a step change in asset management and provides for improved
asset data quality and volume.

Condition Based Asset Risk Management (CBARM) models for our primary distribution assets are progressively being developed
and refined. Data from SAP-PM supports and underpins these models, which in turn inform our asset health knowledge and
support the development of our asset strategy, renewal and replacement programme, and the AMP.

Vector has entered into an agreement with VIA Science Inc. to build and monitor the performance schedule for our power
transformer fleet. The VIA Platform and associated health risk scores will underpin our CBARM approach - allowing Vector to
actively monitor power transformer condition and help us inform our asset management practice and asset replacement
investment forecasts.

EVOLUTION OF RISK-BASED APPROACH TO CORRECTIVE MAINTENANCE

We have continued our focus on becoming more risk based in our approach to corrective maintenance and vegetation
management, in part through improvements in our systems and standards, such as those introduced through our SAP-PM
project. The new systems and standards improve our asset lifecycle information and will enable long term improvements to
reliability, performance and quality of service to our customers.

The risk-based approach, together with higher quality and more comprehensive asset lifecycle information delivers improved
efficiency and reduced customer impact from planned works through work package optimisation.

ASSET MANAGEMENT PRACTICES

There have been no material changes to our asset management practices and ongoing improvement plans that underpinned
our previous AMP that would affect a Schedule 13 Report on Asset Management Maturity.

“ As at the December 2021 quarter https://www.stats.govt.nz/information-releases/business-price-indexes-december-2021-quarter
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Expenditure forecast

Overview

This section describes the CAPEX and OPEX forecasts for the electricity distribution network assets for the next 10-year planning
period. It provides a high-level comparison with the forecast included in the 2021 AMP (published in March 2021), highlighting
how our investment plan has evolved over the last year to both grow and improve the network to meet Auckland’s needs.

The CAPEX and OPEX forecasts presented in this section align with Vector's planning process and financial year (FY) reporting
period 1July to 30 June. All figures presented are in 2022 dollars. The regulatory disclosure forecasts, in Appendix 1and Appendix
2,are presented in regulatory year (RY) 1 April to 31 March, in both constant and nominal dollars, as per the Information Disclosure
requirements.

CAPEX forecast

The forecast CAPEX update during the next 10-year planning period is presented below, based on our key asset management
strategies, demand modelling and customer information available. These are grouped in the following categories:

*  Growth CAPEX - forecast includes Customer Connection, System Growth and Relocations.
« Integrity CAPEX - forecast includes Asset Replacement and Renewal, and Reliability, Safety and Environment.

* Non-network CAPEX - forecast includes digital investment, and property and leases.

TOTAL CAPEX
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FIGURE 3-1: TOTAL CAPEX

Total capex averages $326m p.a. with expenditure profile reflecting the growth and integrity forecast (see detail in the following
sections), which are punctuated by large significant projects for which there is more certainty in the short term. The higher FY23
expenditure includes provision for supply to six data centres and significant investment in reinforcement projects as well as
recognition of a new office lease and associated fit out costs. The expenditure profile also aligns with network technology
initiatives including ADMS deployment in FY23 and digital platform upgrades from FY26 onwards.
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GROWTH CAPEX
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FIGURE 3-2: GROWTH CAPEX

The expenditure profile for Growth CAPEX are influenced by significant projects with large capital outlay. The higher spend in
FY23 is driven by demand requirements for six data centres, reinforcement of Takapuna zone substation and large-scale future-
proofing duct installation in Warkworth. The expenditure forecast in FY27 and FY31 reflects significant investment for new zone
substations in Mangere South, Redhills (FY27) and Mt Eden (FY31), Newmarket zone substation upgrade and a new sub-
transmission cable between Hobsonville and Kumeu (FY31).

No provision has been made for any network relocation or reinforcement associated with the proposed Auckland Light Rail
infrastructure project due to project uncertainty and the lack of detail on route options and timing.

INTEGRITY CAPEX
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FIGURE 3-3: INTEGRITY CAPEX

FY22 expenditure is higher partly due to provision for a one-off increase in stock of $9m to mitigate supply chain risk. The
expenditure from FY23 to FY32 are forecast to average circa $139m with the higher spend in FY27 and FY28 largely due to several
sub-transmission cable replacements planned during that period.
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NON-NETWORK DIGITAL CAPEX
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FIGURE 3-4: NON-NETWORK DIGITAL CAPEX

To respond to the fast-changing landscape and the uncertainty in the upcoming years, Digital investments have been brought
forward to support the Symphony strategy. The expenditure in FY23 hasincreased due a delay in completing the planned phases
of the ADMS programme. FY24-FY25 has reduced expenditure as we leverage the capabilities of the digital platforms that will
have been recently deployed. With Digital investments, lifecycles are typically in the 3-5 year range hence from FY26 investments
increase once more as Vector will replace, upgrade platforms or leverage new technologies.
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FIGURE 3-5: NON-NETWORK PROPERTY AND LEASES

FY23 reflects an agreement to lease new premises in part of 110 Carlton Gore Road and the provision for office fit-out costs. This
will replace the existing premises at 101 and 103 Carlton Gore Road where the leases are now due to expire in 2023. The decision
to move to a new building was based on more a competitive commercial deal, better working environment spread over fewer
floors and better sustainability and carbon credentials.

Property and leases continue to reflect risk strategies to mitigate the impact of COVID-19 and supply chain risk with increased
longer-term warehousing arrangements in FY24 and renewals in FY29.

CAPEX forecast variance to previous AMP

The forecast CAPEX during the next 10-year planning period is broken down into the key asset categories defined in the
Commerce Commission’s Electricity Distribution Information Disclosure Amendments Determination 2012 and shown in Table
3-1.

A re-categorisation of LV transformer expenditure ($162m, 10 year FY23-FY32) from Consumer connection to System Growth has
occurred to align with the application of our network development contribution.

Figure 3-6 shows the difference between the 2022 and 2021 AMP expenditure forecasts year on year, with Table 3-2 breaking
down the variance by expenditure categories.

—12



KEY CAPEX FY23 FY24 FY25 FY26 FY27 FY28 FY29 FY30 FY31 FY32 TOTAL
CATEGORIES (FY23-32)
Customer 92,510 85,732 73,237 61,142 58,226 64,408 55478 54,387 49,527 49,527 644,174
Connection
System growth 69,150 49,844 35709 50,179 79,12 63,553 47247 57,536 96,287 67,021 615,637
Asset 34,232 34,248 30,283 29,993 30,643 30,643 30,643 30,643 30,643 30,643 312,611
relocation
Asset 104,649 92964 95996 101,472 112,604 m,075 97,351 107,152 104,21 93,487 1,020,961
replacement
and renewal
Reliability, 32,903 34,358 31,339 40,578 39,264 36,707 37,670 37,487 37,980 37,432 365,717
safety and
environment
Non-network 68,851 34,406 17,023 34,651 24,719 24,031 31,679 22,669 26,570 23,282 307,880
asset
Total Capex 402,296 331,551 283,585 318,014 344,567 330,417 300,067 309,873 345,218 301,391 3,266,980
TABLE 3-1: AMP 2022 CAPEX FORECAST (FINANCIAL YEAR, $°000 CONSTANT FY22)
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FIGURE 3-6: AMP 2022 VARIANCE TO AMP2021 CAPEX FORECAST (FINANCIAL YEAR, $M CONSTANT FY22)
KEY CAPEX FY23 FY24 FY25 FY26 FY27 FY28 FY29 FY30 FY31 TOTAL
CATEGORIES (FY23-31)
Customer 27,158 26,446 13,141 8,710 694 2286  (6,644) (7,735)  (12,595) 51,460
Connection
System growth 41,975 40,679 22,920 12,540 42,900 28,333 (9,833) 5,004 37,950 222,467
Asset relocation (3,047) 3,324 (947) (1184) (534) (534) (534) (534) (534) (4,526)
Asset 106 1,387 (1,034) (4,569) (1,968) 1,256 4,348 (1,258) (4,107) 4,161
replacement and
renewal

Reliability, safety 2,902 3,705 1,900 575 336 (1197) (3,758) (1,868) (1,813) 782
and environment

Non-network 44,299 9,193 (812) (294)  (14,491) 1172) (1,619) (834) (2,347) 31,928
asset
Total Capex 113,392 84,733 35,168 15,778 26,936 38,971 (18,041) (7,225) 16,559 306,271

TABLE 3-2: AMP 2022 VARIANCE TO AMP2021 CAPEX FORECAST TABLE (FINANCIAL YEAR, $'000 CONSTANT FY22)

—13
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EXPLANATION OF MAJOR NETWORK CAPEX VARIANCES

Key changes in Network CAPEX over the 9 years for which the 2021 AMP and 2022 AMP overlap are as follows:

Consumer connection expenditure is $51m higher than the previous AMP, driven by a higher number of residential development
and connections forecast and an increase in large commercial customer connection expenditures ($201m). This is particularly
dominant in the near term (FY23 to FY25). The increase is partially offset by the re-categorisation of LV transformer expenditure to
System growth to align with the application of growth charges ($150m, 9 years FY23 to FY31).

An increase of $222m in system growth expenditure is made up of $150m re-categorisation of LV transformers from the Consumer
connection category and also in network reinforcement, in particular in the northern network. The increase in investment in
network security reflects the increase in load forecast underpinned by a higher residential connection forecast and an increase in
large commmercial projects including data centres. Additional provisions are made for 22kV reinforcement to align with the cost
sharing opportunity of the CRL (CBD) project and future network reinforcement for anticipated Kainga Ora developments.

Asset relocation has reduced by $5m, largely attributed to the downsizing of the Mill Road and Redoubt Road projects. Similar to
the previous AMP the Auckland Light Rail is not included in the forecast due to uncertainly of the project, its route options and
timing.

Asset Replacement and Renewal, and Reliability, Safety and Environment is forecast to be largely in line with the previous AMP
($5m higher). A re-prioritisation of the cable replacement programme will focus on replacement of early generation XLPE sub-
transmission cables ($29m). A new programme that is a subset of the overhead replacement programme is set up to dedicate
resources to target high risk aging crossarms ($33m).

EXPLANATION OF MAJOR NON-NETWORK CAPEX VARIANCES

Key changes in Non-network CAPEX over the 9 years for which the 2020 AMP and 2021 AMP overlap are as follows:

Property and leasing costs have increased by $20m compared to the previous AMP and reflects an agreement to lease new
premises in part of 110 Carlton Gore Road and additional provision for a new electricity control room and office fit-out costs. This
property lease will replace the existing premises at 101 and 103 Carlton Gore Road where the leases were due to expire in 2027.

Cyber Security and IT/IOT Network modernisation continue to be a focus due to the ever-increasing cyber threat landscape. The
profile of core non-network capex investment has changed in the 2022 AMP with areas of capital expenditure ($11.5m) being
reclassified as operational expenditure in accordance with a change to accounting standards relating to cloud-based services (IFRS
16, IAS 38).

Provision for Phase Il of our ADMS project to support our next phase of network operations transformation.

New investment in Smart Meter Data initiatives as Vector invests in solutions that transforms data to unlock insights to support
network maintenance and planning.

Continued investment in our strategic collaboration with X on network virtualisation and simulation technology, including the
virtualisation of the electricity network in Auckland.
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OPEX Forecast

The forecast OPEX during the next 10-year planning period is presented in Figure 3-7 below, based on our key asset maintenance
standards and operational structure. It is broken down into the key asset categories defined in the Commerce Commission’s
Electricity Distribution Information Disclosure Amendments Determination 2012 and shown in Table 3-3. The total OPEX

expenditure profile is consistent over the AMP horizon.

TOTAL OPEX
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Figure 3-7: TOTAL OPEX (FINANCIAL YEAR, $°000 CONSTANT FY22)
AMP 2022 OPEX FORECAST (FINANCIAL YEAR, $'000 CONSTANT FY22)
AMP22 FY23 FY24 FY25 FY26 FY27 FY28 FY29 FY30 FY31 FY32
Service
Interruptions and
emergencies 14,049 14,156 14,264 14,372 14,482 14,592 14,703 14,816 14,929 15,044
Vegetation
management 5,303 5147 5,021 4,910 4,814 4,719 4,627 4,536 4,447 4,360
Routine
and corrective
maintenance
and inspection 20,407 20,458 20,526 22,466 20,730 20,921 20,891 21,011 22,957 21,221
Asset Replacement
and renewal 15,038 14,333 13,629 13,629 13,456 12,467 12,467 12,467 12,467 12,467
System operations
and network
support 46,001 46,353 46,104 46,438 46,356 46,689 46,608 46,944 46,865 47,203
Business Support 39,887 39,887 39,887 39,887 39,887 39,887 39,887 39,887 39,887 39,887
Total OPEX 140,686 140,333 139,429 141,701 139,724 139,276 139,184 139,661 141,553 140,182

TABLE 3-3: OPEX FORECAST
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OPEX forecast variance to previous AMP

Figure 3-7 shows the difference between the 2022 and 2021 AMP expenditure forecasts year on year, with Table 3-24 breaking
down the variance by expenditure categories.
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FIGURE 3-8: AMP 2022 VARIANCE TO AMP2021 OPEX FORECAST (FINANCIAL YEAR, $M CONSTANT FY22)
AMP 2022 VARIANCE TO AMP 2021 OPEX FORECAST (FINANCIAL YEAR, $’ 000 CONSTANT FY22)
AMP22 V AMP21 FY23 FY24 FY25 FY26 FY27 FY28 FY29 FY30 FY31 TOTAL
Service Interruptions
and emergencies (1,358) (1,325) (1,291) (1,255) (1,220) (1,186) (1,152) (1,118) (1,085) (10,990)
Vegetation management (M5) (177) (206) (214) (210) (205) (201) (197) (194 (1,719)
Routine and corrective
maintenance and
inspection 540 605 697 851 947 1153 1137 1,277 1,454 8,662
Asset Replacement
and renewal 489 489 489 489 489 489 489 489 489 4,402
System operations
and network support 1,505 1,566 1,084 1,220 1,31 1,817 1,681 1,961 1,825 13,969
Business Support (727) (727) (727) (727) (727) (727) (727) (727) (727)  (6,545)
Total OPEX 335 430 46 364 590 1,340 1,227 1,684 1,763 7,779

Table 3-4: AMP 2022 VARIANCE TO AMP 2021 OPEX FORECAST (FINANCIAL YEAR, $'000 CONSTANT FY22)

EXPLANATION OF MAJOR OPEX VARIANCES

Key changes in Network OPEX over the 9 years for which the 2021 AMP and 2022 AMP overlap are as follows:

«  Service Interruptions and emergencies is $10.9m lower due to the reallocation of spend to planned and corrective maintenance,
and a small reduction in the expected level of exceptional maintenance expenditure for major weather-related events.

* An increase of $8.6m in Routine and Corrective Maintenance primarily driven by higher planned maintenance costs (largely
reallocated from Service Interruptions and emergencies) caused by an increased allowance for time and materials, and an increase
in asset dismantling and removal costs due to an uptake in asset removals on the network.

«  Asset Replacement and renewal is $4.4m higher primarily due to the reallocation of spend from Service Interruptions and
Emergencies activities into the Asset Replacement and renewal programme of work.

«  Systems operations and network support expenditure is forecasted to be $13.9m higher due to digital platform charges from
increased investment in digitalisation of the Network and increased third party services from greater activity in non-recoverable
services. This is slightly offset by lower external network data coommunications costs

«  Business Support costs have decreased by $6.5m due to indirect costs savings as well as a higher proportion of staff working on
capital projects.
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Appendix 1- Forecast Capital Expenditure (Schedule 11a)
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42 Appendix 2 - Forecast Operational Expenditure (Schedule T1b)
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4.4 Appendix 4 - Forecast Capacity (Schedule 12b)
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Appendix 5 - Forecast Network Demand (Schedule 12¢)
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46 Appendix 6 - Forecast Interruptions and Duration (Schedule 12d)
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47 Appendix 7 - Mandatory Explanatory Notes on Forecast Information (Schedule 14a)

This Schedule requires EDBs to provide explanatory notes to reports prepared in accordance with clause 2.6.6.

This Schedule is mandatory - EDBs must provide the explanatory comment specified below, in accordance with clause 2.7.2. This
information is not part of the audited disclosure information, and so is not subject to the assurance requirements specified in

Section 2.8.

Commentary on the difference between nominal and constant price capital expenditure forecasts (Schedule 11a)

3.

In the box below, comment on the difference between nominal and constant price capital expenditure for the current disclosure

year and 10 year planning period, as disclosed in Schedule T1a.

BOX 1: COMMENTARY ON DIFFERENCE BETWEEN NOMINAL AND CONSTANT PRICE CAPITAL
EXPENDITURE FORECASTS

Vector has used the capital expenditure inflator based on the model used by the Commerce Commission in its DPP
price reset on 1 April 2020. We have used a forecast of the Capital Goods Price Index (CGPI) as the inflator.

The CGPI forecast is based on actuals observed to Sept 2021, which indicated the index was trending upwards in line
with other inflation metrics. No external forecasting of the CGPI index is available so the index is assumed to reach a
peak of 4.5% in the year to June 2022 trailing down to a long-term growth rate of 2.0% after June 2026, consistent with
the expected reduction in other inflation metrics.

The constant price capital expenditure forecast is inflated by the above-mentioned index to convert to a nominal price
capital expenditure forecast.

Commentary on the difference between nominal and constant price operational expenditure forecasts (Schedule 11b)

4.,

In the box below, comment on the difference between nominal and constant price operational expenditure for the current

disclosure year and 10-year planning period, as disclosed in Schedule 11b.

BOX 2: COMMENTARY ON DIFFERENCE BETWEEN NOMINAL AND CONSTANT PRICE OPERATIONAL
EXPENDITURE FORECASTS

Vector has used the operational expenditure inflator based on the model used by the Commerce Commission in its
DPP price reset on 1 April 2020. We have used an inflator which is a mix of the Producer Price Index (PPI) and the
Labour Cost Index (LCI). The weighting between PPI (40%) and LCI (60%) is as per the Commission’s model.

Vector has used the NZIER (New Zealand Institute of Economic Research) November 2021 PPI (Producer Price Index-
inputs) forecast up to March 2025. Thereafter, we have assumed a long-term PPI rate of 2.0%.

Vector has used the NZIER (New Zealand Institute of Economic Research) November 2021 LCI (All Sectors Index)
forecast up to March 2026. Thereafter, we have assumed a long-term LCI rate of 2.0%.

The constant price operational expenditure forecast is inflated by the above-mentioned index to convert to a nominal
price operational expenditure forecast.
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48 Appendix 8 - Certification for Year-beginning Disclosures (Schedule 17)

Schedule 17 Certification for Year-beginning Disclosures
Clause 2.9.1

We, Bruce Turner, and Paul Hutchison, being directors of Vector Limited certify that,
having made all reasonable enquiry, to the best of our knowledge:

a) The following attached information of Vector Limited prepared for the purposes of
clauses 2.6.3, 2.6.6 and 2.7.2 of the Electricity Distribution Information Disclosure
Determination 2012 in all material respects complies with that determination.

b) The prospective financial or non-financial information included in the attached
information has been prepared on a basis consistent with regulatory requirements or
recognised industry standards.

c) The forecasts in Schedules 11a, 11b, 12a, 12b, 12c¢,12d and 13 are based on

objective and reasonable assumptions which both align with Vector Limited’s
corporate vision and strategy and are documented in retained records.

Director

Ltns 73l /&4&(

Director

30 March 2022

Date
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