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INTRODUCTION

Purpose

This disclosure has been prepared for the purpose of meeting the 2020 Related Party Transaction
disclosure requirements, in accordance with section 2.3.6, of the Electricity Distribution Information
Disclosure Determination 2012(consolidated April 2018) (“1D").

The information is provided in reference to and in support of Schedule 5b — Related Party Transactions as
disclosed in the Information Disclosure 2020.

The ID requires Alpine to disclose the following information:

Description . ID reference
Diagram or description of related party transactions 238

' Report on related party transactions Schedule 5b
Summary of procurement policy for procurement from related parties 2.3.10
How the policy is applied practice 2.3.12(1)

' Representative transactions 1 2.3.12(3) & (5)
Testing of arms-length transactions 0 2.3.12(4)
Policies or procedures that require or have the effect of requiring purchase 1 2.3.12(2)

. Map of anticipated network constraints 123.13-23.16
Future operational expenditure during planning period 2.3.15
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DIAGRAM OF RELATED PARTY TRANSACTIONS

The company structure is depicted in the diagram below:

2 NETWORK OWNERSHIP

LineTrust Timaru Waimate Mackenzie
South Canterbury District Council District Council District Council

40% 47.5% 7.54% 4.96%
——F————F——+—

THE COMMUNITY OWNS 100% OF ALPINE ENERGY

100% SOUTH CANTERBURY OWNED

‘——

ALPINE ENERGY HAS OWNERSHIP IN THE FOLLOWING

SmartCo NETcon Ltd On Metering Timaru Electricity Infratec Ltd
Ltd

14.29% 100% 50% 100% 100%

Infratec Renewables
Rarotonga Ltd

100%
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The above diagram is available at https://www.alpineenergy.co.nz/corporate/about-us/ownership

AEL did not have any regulated related party transactions (as defined Electricity Distribution Services Input
Methodologies Determination 2012 (Consolidated 20 May 2020) (“IM”)) with the following related parties
in the current regulatory year and these have not been considered further in this disclosure:

SmartCo

On Metering

Timaru Electricity Ltd

Infratec Ltd

Infratec Renewables Rarotonga Limited

The principal activities of the related party

g LineTrust South Canterbury was established in 1992,
E,_,_JJ N QTI'U St. with the resettling of the South Canterbury Power
Trust. It holds 40% of the shares in AEL, who owns
the electricity lines in the South Canterbury region.

Soutin Cantarhury

TIMARU " Timaru District Council is a 47.5% shareholder in AEL. |
The council provides infrastructure services for
, ratepayers of the wider Timaru district.

DISTRICT COUNCIL

~ | Waimate District Council is a 7.54% shareholding in
: AEL. The council provides infrastructure services for
Waimate the ratepayers of the Waimate district.

District Council

e ' Mackenzie District Council is a 4.96% shareholder in
MACKE"ZIE AEL. The council provides infrastructure series for

L District Council the ratepayers of the Mackenzie District.

NCL is a wholly-owned subsidiary of AEL. NCL
constructs and maintains substations, overhead and
underground lines, and associated equipment for
AEL. It boasts a modern fleet, fit for purposes
facilities and experienced and committed employees.
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On Metering Limited

I

| Infratec and Infratec Renewables Rarotonga are
wholly-owned subsidiaries of AEL. Infratec specialises
in the design, construction and maintenance of

= ' N F R AT E C “disruptive technologies” in the electrical supply

industry, such as, photovoltaic generation and
battery storage solutions. The majority of Infratec’s
work to date has been offshore.

On Metering is an advance metering equipment
provider based in North Canterbury. No regulated
related party transactions were incurred during the
| disclosure period.
SmartCo is a joint venture company which serves
more than 250,000 urban and rural consumers
across New Zealand. It is owned by six EDB's.
SmartCo is the smart metering provider of services to
o consumers via electricity retailers. No regulated
related party transactions were incurred during the
disclosure period.

Report on related party transactions

Details of the annual expenditure are outlined in Schedule 5b of the Information Disclosures 2020.

The annual expenditure with the related parties is detailed below:

Related party

Lines Trust -
Timaru District Council
| Waimate District Council
Mackenzie District Council
' NETcon Limited
TOTAL

Total annual = Nature of the expenditure

expenditure

(5000) o £ 1 |
| = - _ No expendlture incurred in the disclosure y year
|32 | Rates -

18 | Rates -
20 | Rates L —
16,906 ~ Network CAPEX & OPEX
1 16,976 | As disclosed in schedule 5b



SUMMARY OF CURRENT PROCUREMENT POLICY OR ALTERNATIVE

DOCUMENTATION WHICH IS EQUIVALENT TO A PROCUREMENT POLICY

In the 2019 — 2020 regulatory year AEL did not have a formal procurement policy in place for the full year.
A Procurement Policy document was published in November 2019 to establish a framework for AEL’s
procurement. Prior to November 2019 we had a procedure document that outlined a process within dollar
value ranges for procurement. The current Procurement Policy summarises the principles to be applied in
procurement of goods and services. These principles are summarised in the diagram below:

Value for
money
(primary
principle)

pr—

Working Principles of Advancement
together | Alpine of Alpine's

to achieve || Energy's | strategic
wtcames ch rement Yb]ectlves

Integrity,
probity
and

accountab |
ility

Advancement of Alpine Strategic Objectives: Putting our network and consumers first when securing
value for money. Through procurement, we contribute to the achievement of Alpine’s strategic objectives
with the vision of empowering our community.

Integrity, probity and accountability: We undertake our procurement with integrity, ensuring probity
and accountability for our outcomes. We respect the trust placed in us by the community.

Working together to achieve outcomes: We take a collaborative approach to planning and managing
categories of expenditure. We work together across our business units to improve procurement
outcomes.

Value for money: We drive value for money in our procurement. We do this through sustainable
procurement behavior focusing on our environment and community. We use our procurement to
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advance our region’s economic, environmental and social objectives, supporting the long-term wellbeing
of our community.

Where AEL procures from NETcon (“NCL”), it is based on the terms in the Master Service Agreement
(‘MSA’) dated 29 March 2019 (effective 31 March 2020).

In broad terms, the MSAs include provisions that specify the parties' obligations in relation to:

Nothing in the agreement prevents AEL from purchasing from any third party, or from using its own
resources to provide services of any kind, including any services which are the same or similar to the
services. Neither, does the agreement restrict NCL from supplying or offering to supply any services of any
kind, including services which are the same as or similar as the services, to any other person.

The objective of entering into an agreement are to ensure that the services are provided in a way that:

o s safe, for all AEL personnel, all NCL personnel, all users of the Network and all members of the
public;

e Supports the efficient delivery of reliable services by AEL to users of the Network;

e Provides a fair and competitive price to AEL, for the services provided, and a fair return to NCL on
its investment in providing the services; and

e Complies with all relevant regulatory requirements.

HOW THE POLICY IS APPLIED IN PRACTICE

In practice, the procurement policy was applied differently between expenditure categories, as outlined
in the table below:

: Expenditure category Practical application of procurement policy
Capital Expenditure (CAPEX) _
Consumer Connection e Two quotes are obtained from contractors.

e A project manager evaluates the quotes.

e The quotes are disclosed to the customer to select their
contractor of choice.

¢ A purchase order (PO) is created for the work based on the
acceptance of the quote by the customer.

System Growth & Asset - e Two quotes are obtained from contractors.
Relocation ® A project manager evaluates the quotes.
e Apurchase order is created for the work based on the selected
quote.

' Asset replacement  and | Considering the principles of procurement, contracts will be awarded
renewal to NCL and be subject to the provisions in the MSA:

e Aquote is requested.

e AEL will review the quotes for reasonability.

e Once NCL and AEL agree, a purchase order (PO) is created for
the work based on the acceptance of the quote.
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Quality of supply Note that there were no transactions with related parties in this
category of expenditure.

' Other reliability, safety and Considering the principles of procurement, contracts will be awarded
environment to NCL and be subject to the provisions in the MSA:

e Aquote is requested.

e AEL will review the quotes for reasonability.

e Once NCL and AEL agree, a purchase order (PO) is created for
the work based on the acceptance of the quote.

Operational Expenditure (OPEX)

Asset  replacement and | Thisisawarded to NCL, considering the principles of procurement, and '

renewal is subject to the provisions in the MSA:

e AEL will review the invoices for reasonability.
e Once NCL and AEL agree, a purchase order (PO) is created for
the work based on the acceptance of the invoice.

Routine and corrective | Thisis awarded to NCL, considering the principles of procurement, and
maintenance and inspection | is subject to the provisions in the MSA:

e AEL will review the invoices for reasonability.

e A unit rate is used, which is predominately driven by labour
hours and time (for travel and visual inspections).

e Once NCL and AEL agree, a purchase order (PO) is created for
the work based on the acceptance of the invoice.

Vegetation management ' Our current vegetation management policy states that any approved
arborist can carry out vegetation management on our network.

The cost of the “first cut” or trim work is borne by Alpine Energy,
while the cost of second and subsequent vegetation management is

borne by the consumer.

Consumers required to undertake tree trimming work to protect the
network, are free to choose from a preferred contractor list.

First Cut

AEL has geographically divided the network between North and South
regions.

The South Region is awarded to NCL , considering the principles of
procurement, and is subject to the provisions in the MSA:

e Send a “first cut” trim notice.
e Receive approval from landowner.
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Service interruptions
emergencies

System  Operations
network support

and |

and

e Request a quote.

e Assess the quote for reasonability.

e A purchase order (PO) is created for the work based on the
acceptance of the quote.

North region, all work is awarded to our second contractor and the
below is the process we follow:

Send a “first cut” trim notice.

Receive approval from landowner.

Request a quote.

Assess the quote for reasonability.

A purchase order (PO) is created for the work based on the
acceptance of the quote.

e & o o @

Subsequent Trim Notices

Subsequent trim notices are in general sent out after vegetation has
had a first trim. A Trim Notice is sent to the landowner, to which the
customer will return the notice with their selected network approved
contractor, and provide a date that the work may be completed by.
The customer liaises with the contractor directly and is billed
accordingly.

This is awarded to NCL, considering the principles of procurement, and
is subject to the provisions in the MSA:

e NCL willissue AEL with an invoice on a monthly basis on a time
and materials basis.

e AEL will review the invoice for reasonability.

e PO is created for the invoice amount.

' This is awarded to NCL, considering the principles of procurement, and

is subject to the provisions in the MSA:
This forms part of the customer contract within the consumer

connections process, and the value is included in the PO raised for
Consumer Connections.
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POLICIES OR PROCEDURES THAT REQUIRE OR HAVE THE EFFECT OF REQUIRING
PURCHASE

Alpine Energy has no policies requiring consumers to purchase services from a related party.

Our capital contribution policy requires consumers to contribute to assets which Alpine Energy own. The
customer is free to choose who undertakes any work on their property, provided that the person / entity
undertaking the work is qualified to do so and approvals have been
sought. www.alpineenergy.co.nz/contractors-and-developers.

Our current vegetation management policy states that any approved arborist can carry out vegetation
management on our network. The cost of the “first cut” or trim work is borne by Alpine Energy, while the
cost of second and subsequent vegetation management is borne by the consumer. Consumers required
to undertake tree trimming work to protect the network, are free to choose from a preferred contractor
list. Our notices to consumers notifying them of work required on their privately owned land, notices state
that they are free to choose who undertakes the work. www.alpineenergy.co.nz/customers/tree-
management
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