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1. Purpose

The purpose of this document is to describe the Asset Management Strategy and Objectives to provide clear
direction for asset management planning in alignment with business objectives.

The primary audience for this document is the Electricity Network (EN) Group who are responsible for
developing Asset/Non-Asset class plans, the Capex and Opex Works Program (COWP) and other initiatives
that will fulfil the objectives of the organisation in relation to the electricity network.

2. Background Information

The section provides a very high level outline of the context for the development of Strategies and Objectives
and describes how this document integrates into the overall Asset Management System and its supporting
Asset Management Governance Framework.

This information is provided here for the reader to gain a broad appreciation of the management and
governance systems that underpin the development of Asset Management Strategies and Objectives.

2.1 Asset Management System

The Electricity Network group is implementing an Asset Management System to align activities and
documentation into a comprehensive and integrated framework as shown below. The Asset Management
Strategy and Objectives is highlighted within the overall framework.

m Corporate Plan and Objectives

o R

Staddardsand '] \ |

o) IS = EMNSS ==

Management o) Unit Ratesand - Performance of Assets,
ofAssets. | Dalivervof AE Volumes Networks and Contracts

Figure 1: Asset Management System
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The Asset Management system is described in detail in UE PR 2900 Asset Management System Definition.

The Asset Management system intends to:

¢ Align with key aspects of the requirements of International Standard 55000 Asset Management series:

e provides a clear line of sight to ensure integration between business and Asset Management
requirements expressed in the following:

o Corporate Plan and Objectives

o Asset Management Drivers

o Risk Appetite statement

¢ includes the following interdependent document deliverables

o Asset Management Policy - provide overarching principles that align with Corporate Objectives and

Asset Management drivers.

o Asset Management Strategy and Objectives for the management of assets that align with the Asset

Management Policy.

o Non-Asset and Asset Class plans that describe how each Non-Asset and Asset Class will achieve

the requirements of the Asset Management Strategy and Objectives

o Capex/Opex Works Program (COWP) outlining the annual works program that is used by Service

Delivery to deliver projects.

o Asset Management Plan that provides an overview of Asset Management works programs for a 5

year period

2.2 Asset Management Governance Framework

The purpose of the Asset Management Governance framework is to demonstrate the governance framework
underpinning the Asset Management System to ensure a line of sight of responsibilities for key documentation

deliverables.

UE FL 2821 — Asset Management Governance Framework Overview

Refer to UE PR 2901 - Asset Management Governance Framework Overview

Corparate Dbjectives and Plans
Asset Management Drivers

!

Strategy Development

Develop an Asset Management Policy

UE PR 2902

Develon Asset Management Strategy and Objectives

UEFL2923
UE PR 2903

2

4

k.

Develop Non-Asset Class
Strategios and Plans.
UEFL2924
UE PR 2904

Develop Asset Class

Stratogy and Plans |
UE FL 2925 ‘
UE PR 2905 J
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Forecasting
UE FL 2926
UE PR 2306
Timelines
UE FL2931

Approve Forecast, COWP
and Budget
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|
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Figure 2: Asset Management Governance Framework
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The Asset Management Governance Framework is described in the following documents:
1. UE FL 2921 Asset Management Governance Framework Overview (flowchart)

2. UE PR 2901 Asset Management Governance Framework Overview (procedure)

2.3 How Strategies and Objectives are derived

The development of Asset Management strategies is based on internal analysis of Asset Management Policy
requirements, business objectives and other relevant asset aanagement drivers. Strategies are created to fulfil
each of the Asset Management Policy requirements.

Asset Management Objectives are measurable goals and are intended to ensure alignment of asset
management projects and initiatives to fulfil the Asset Management Strategies

Refer to procedure UE PR 2903 Asset Management Strategy and Objectives for a description of the business
process for the creation of the Asset Management Strategy and Objectives.
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3. Key Considerations

This section briefly notes considerations in the development of the Asset Management Strategy and Objectives.

These provide the reader with an outline of elements relevant to the development the Asset Management
Strategy and Objectives.

3.1 Long term imperatives

There are a number of longer term business imperatives that drive the Asset Management Strategy and
Objectives to ensure the business derives maximum value from the network assets.

e Safety, reliability and quality of supply
 Regulatory requirements
e (Good asset management practice

e Stakeholder needs

3.2 Recent Developments

Consideration is also given to developments of the recent past, particularly those that have an ongoing impact
on asset planning and management. These include.

e Bushfire Royal Commission — as a result of the Victorian Black Saturday bushfires in 2009, United
Energy has undertaken extensive bushfire mitigation activities intended to reduce the number of
firestarts from network assets. This effort will continue over the next few years.

e Deteriorating reliability - Has been trending downwards in the last 10 years at an average rate of 2.7
minutes per annum predominantly due to increasing equipment failure, animals, weather, vegetation
and slowing response times.

« Decreasing energy usage — electricity usage has reduced recently as a result of changing customer
behaviours, greater solar penetration (see below also), volume response to increased overall retail
costs, appliance efficiency improvements and reduced manufacturing demand.

* Increasing Peak demand - despite energy usage reductions, customer behaviours continue to drive
increasing consumption at peak periods, predominantly due to air conditioning.

e Uptake of PV — customers and businesses installing PV systems have contributed to a reduction in
daytime throughput demand from the network and this trend is predicted to continue strongly into the
foreseeable future. Despite this, peak hot weather evening demand remains high as PV input reduces
towards the end of the day, i.e asymmetry between peak solar output and peak network demand.

» Aging Assets — due to the age of the network, an increasing value of assets are nearing end of life.
The program of asset replacement, life extension, refurbishment or maintenance has been accelerated
during the past few years and will continue into the future.

¢ Political- the changing economy and politicisation of issues around energy supply has increased
pressure on the business, stemming from uncertainty on related environmental policies such as those
related to climate change, metering, customer choice in relation to energy services, decreasing overall
manufacturing sector demand and current wholesale market oversupply and energy prices, and
attempts in other states to privatise or partly privatise energy networks.

UE PO 2050 AM Strategy and Objectives.docx Page 8 of 18
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3.3 Drivers of Change

There are a number of emerging influences and drivers of change in the electricity distribution industry providing
both challenges and opportunities for United Energy in providing distribution services.

These drivers are summarised in the table below with a brief statement of potential impacts to the management
of assets.

Table 1: Future Trend/Influences summary (March 2015)

~ Future Trend/Influence =~ Brief Description of changes that may impact Asset Management

L

Customer dynamics ¢ Increasing uptake of PV, potential growth in use of electric vehicles, battery
storage developments, off grid and mini grids.
e Reduction in overall energy use, energy efficient appliances

Government/market » Policies and reforms impacting (driven but not limited to the AEMC'’s
institutions “Power of Choice” program:
o Distribution Network pricing arrangements
o Customer access to electricity usage information
o Reform of demand management and embedded generation
connection incentive scheme
o Demand response mechanism
e Multiple trading relationships
¢ Embedded Networks

Energy technology ¢ Residential PV

¢ Commercial PV

Other generation technologies — eg wind, Combined Heat and Power
(CHP)

Energy storage

Electric Vehicles

Smart Grid developments

Advanced metering infrastructure

Network security e Smart Grid technologies raising new risks around security due to increased
number of network access points.

Price signals ¢ Use of price signals to reduce peak capacity requirements

In response to these drivers of change, key strategic areas of focus have been identified. A number of aims
and practical initiatives have been derived for each of the focus areas and these are listed in the table below.

UE PO 2050 AM Strategy and Objectives.docx Page 9 of 18
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3.4 United Energy Business Objectives

In addition to the Network Asset Management focus of the previous section, United Energy has derived
business focus areas that support strategy and decision making throughout the business as part of fulfilling the

corporate vision to build an “Intelligent Utility”.

These focus areas are reviewed annually and summarised here with a broad view of the implications for the

management of assets.

Table 3: FY2016 corporate focus areas

~Implications for the management of assets

Strong Financial Management

We are optimising our financial position to maximise
shareholder distributions and deliver the greatest
value possible.

Balancing business needs and good asset
management practice to optimise value derived from
our assets, systems and people.

Innovation and Continuous Improvement

We are innovating to drive greater value out of our
gas and electricity businesses to prioritise safety,
efficiency and reliability of service.

A focus on innovation in the management of assets
will increase opportunities to improve safety,
efficiency and reliability of service, and thus enhance
the potential value derived from the assets for the
business.

Customer focus

We are developing a customer focussed operating
model to deliver an effortless experience for our
customers.

The management of assets is the prime contribution
to the delivery of an effortless customer experience

Future Focus

We are responding to our changing environment with
a focus on industry leadership, emerging
technologies and new growth opportunities.

By optimising engagement with the industry,
stakeholders and new technologies we will be best
placed to effectively support the business in
developing new ideas for growing the value derived
from our customers, network, systems and people.

Winning Culture

We will build a unique, winning culture that is set
apart by the capability of its leaders and employees,
the standards of behaviour and performance it lives
by, and its relentless drive for innovation, continuous
improvement and results.

A long term view of skills development and transfer is
required to promote a stable workforce and highly
knowledgeable staff able to deliver outstanding asset
management that meets organisation objectives.

UE PO 2050 AM Strategy and Objectives.docx
Version 1.0

Page 11 of 18




Asset Management Strategy and Objectives

&

UNITED ENERGY

3.5 Asset Management Policy

The Asset Management Policy outlines principles for the management of network assets to facilitate the
organisation achieving its business objectives as shown here.

Table 4: Asset Management Policy Principles

Manaaement Policv Pr

Employ good asset management practices to prudently manage and
operate the assets over their total life cycle.

Minimise our long-term cost structure considering the potential
downturn in future grid consumption.

Build our reputation as a trusted company with customers and
stakeholders by striving for active industry leadership, agility,
reliability, safety and good customer service in light of changing
customer and community expectations.

Meet all legal and regulatory requirements.

Adhere to the relevant Australian, international and industry standards
and any other requirements to which United Energy subscribes.

Manage reasonably foreseeable and credible safetyrisks to as low as
reasonably practicable.

Develop high performance operations by engaging our people and
having the right skills and capabilities within the organisation.

Embed continuous Improvement and innovate to drive efficiency.

Monitor and evaluate appropriate metrics to effectively manage the
network and customer service performance.

Refer to UE PO 2001 Asset Management Policy.

UE PO 2050 AM Strategy and Objectives.docx
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3.6 Asset Management Policy/Business Focus mapping

The table below shows the Asset Management Policy principles mapped back to the UE Strategic Business
focus Areas to ensure all areas are included in Asset Management strategies and objectives.

Table 5: Mapping of AM Policy Principles to UE Strategic Business Focus Areas

fi & ™ ©hoed iy SR S IS e T TR = = E R P T et i Sl ’ i ¥ b e s By
ated UE Strateqgic Business Focus \ Asset Management Policy Principle

Strong Financial Management Employ good asset management practices to prudently manage
and operate the assets over their total life cycle

Minimise our long-term cost structure considering the potential
downturn in future grid consumption.

Meet all legal and regulatory requirements

Adhere to the relevant Australian, international and industry
standards and any other requirements to which United Energy
subscribes

Prudently manage reasonably foreseeable and critical hazards
and risks to as low as reasonably practicable.

Innovation and Continuous Embed continuous Improvement and innovate to drive efficiency
Improvement
Monitor and evaluate appropriate metrics to effectively manage
the network

Minimise our long-term cost structure considering the potential
downturn in future grid consumption

Adhere to the relevant Australian, international and industry
standards and any other requirements to which United Energy
subscribes

Effortless Customer Experience Build our reputation as a trusted company with customers and
stakeholders by striving for active industry leadership, agility,
reliability, safety and good customer service in light of changing
customer and community expectations

Monitor and evaluate appropriate metrics to effectively manage
the network.

Future Focus Build our reputation as a trusted company with customers and
stakeholders by striving for active industry leadership, agility,
reliability, safety and good customer service in light of changing
customer and community expectations

Winning Culture Develop high performance organisation by engaging our people
and having the right skills and capabilities within the organisation.

UE PO 2050 AM Strategy and Objectives.docx Page 13 of 18
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Asset Management Strategy and Objectives

&

UNITED ENERGY

5. Definitions

AEMC Australian Energy Market Commission
AER Australian Energy Regulator

COWP Capex and Opex Works Program

EN Electricity Network

ESV Energy Safe Victoria
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