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“Local Networks” are electricity distribution networks connected to Transpower's transmission
grid, “the national grid”. The Lines Company (TLC) are currently the Local Network in the
Ruapehu region serving Whakapapa Village and Whakapapa Ski Area (including Iwikau
Village). An electrical cable known as the “Chateau Feeder” is connected to the Tawhai
Substation and supplies all of the customers from the Village right to the top of the mountain.

Proposal: “Whakapapa Customer Network”

Ruapehu Alpine Lifts Ltd (RAL) proposes to establish its own electricity network providing these
services to all of the existing TLC customers in Whakapapa Vilage and Iwikau Village at
Whakapapa Ski Area. The type network RAL propose to operate is called a “customer network™.
In this type of network, RAL installs an electricity meter at the point of supply and buys electricity
in ‘bulk’ on behalf of every user on the customer network.

The key advantages of an RAL owned Customer
Network in this region are: TLC: Tawhai

e A reduction in the cost of electricity Substation
purchased due to the volume of
electricity purchased ‘in bulk’; RAL electricity

e RAL managed maintenance and meter
operation of the network which we are
better equipped fto do in the alpine
environment;

e RAL will negofiate the network fees on
behalf of all customers on the ‘customer e
network’; Centre

e RAL will guarantee a lower network
charge than they currently pay with TLC Whakapapa Ski
for every single customer in Whakapapa Area
Village and Iwikau village;

e RAL will adopt a pricing methodology "

Rangitira
which the customers of the new network [~ BT
have a say in, ensuring it is fransparent
and fair;

e RAL will use its generators and our ability to [~ FeEEAALLET
quickly reduce non-essential electrical
load (e.g. snowmaking) during network o
peak events, to reduce the overall cost to Bl Transformers
the customers of this network;

e RAL will provide revenue grade electricity Figure 1: Diagram of electricity meter layout on RAL’s
meters to ensure the accuracy is the same proposed 'Whakapapa Customer Network’
standard as required for every other
household or business on TLC's network;

e Customers will receive a single bill each month from RAL for all electricity charges
including: Network, Energy, Metering and Billing.

Chateau = Skotel

Whakapapa
Village Houses

Club Hut 1 Club Hut 2
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The main disadvantages of a “customer network” like this are:

e Customers are unable to choose or switch electricity retailers. Once the project
happens you are stuck with whichever electricity retailer RAL selects to supply the
network. This will usually be fixed for a period of 2-3 years on a contract;

o We need 100% of the customers supplied by the existing TLC network in Whakapapa
Village to agree to join our new “customer network” in order to make this possible;

e Once the network is converted to a “customer network” it isn't possible to ‘opt out’ —
in other words, you can’t go back to TLC if you don't like RAL for some reason.

We need to reassure customers that RAL won't increase the prices to a higher level than they
would have paid when connected to TLC's network and buying directly from an electricity
retailer. In order to do this, we will provide an open, transparent pricing methodology and a
lower-than-retail price guarantee. Because our company uses a ot of electricity, we can make
this promise with confidence knowing that it is unlikely that even the Chateau Hotel (which will
be the largest customer after Whakapapa Ski Area on this new network), will get a better deal
elsewhere.

RAL formally requests that each customer on the existing TLC network complete the authority
form appended to this consultation document.

For our electrical and cost modelling and proposal feasibility analysis RAL will also require the

following information:

1. ICP Number (on your power bill) and legal name and address of the owner;

2. Monthly electrical consumption in kWh's for past 12 months minimum but preferably 24
months if possible (you may find this on your bill or contact your electricity retailer)

3. Copies of 3x recent electricity bills

4. Copies of recent TLC network bills

Please email this information and your completed authority form to:
dthomson@mtruapehu.com

3. Effects

3.1 Cultural and Ecological Values

RAL will attempt first to acquire the assets of The Lines Company (TLC) between the Tawhai
Substation and Whakapapa Ski Area. This includes the electricity network within Whakapapa
Village. If commercial agreement can't be reached on a fair price to pay for TLC's assets, RAL
will have to install its own electrical infrastructure including underground lines, switchgear and
fransformers. Much of TLC's network has already reached end-of-life and will need to be
upgraded by RAL immediately upon purchasing the network assets which may require the use
of heavy machinery.

As aresult, there may be arequirement to install new electrical equipment on some or all of the
electrical network. If RAL does not acquire TLC's assets, TLC would be obligated to remove their
network assets from the National Park, redundant equipment must be removed. This would
require digging and disturbance of the ground. It would also require remedial planting and
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landscaping to restore the sites of the electrical equipment to their original state. If this did take
place, RAL would work alongside TLC during the removal of their assets to establish temporary
power supply arrangements to ensure no disrupfion to any customer on the new network.
Wherever possible, we would also coordinate with TLC to reuse the existing trenching to reinstall
our new electrical equipment and avoid the need to excavate or disturb the soil, thereby
reducing the environmental effects.

There are no transformers on Whakapapa Ski Area within the fuku area and RAL has no plans to
install electrical infrastructure within this sacred area.

Once the extent of any physical works is understood, RAL would undertake its usual process of
submitting further consultation documents to Iwi and DOC along with formal consent
documents to council where required.

3.2 Community Impact
This proposal is assessed as having a positive economic impact on the community through a
significant reduction in the total cost of electricity within this part of the Tongariro National Park.
The parties who will benefit from this include:

e DOC;

e Ruapehu ski clubs;

e Accommodation providers in Whakapapa village;

e Tourism staff residing in Whakapapa Village;

e Fire Station and other support services in Whakapapa Village;

o Happy Valley and Whakapapa Ski Area’s, both of which provide employment and

regional economic growth.

TLC will benefit through a reduction in costly asset renewals and network maintenance, and
through reduced operational risk associated with providing network services into a volcanic,
alpine environment.

3.3 Network Management

RAL infends to invest heavily into the development of both Happy Valley and Whakapapa Ski
Areas. Thisinvestment includes new snowmaking equipment, buildings, chairlifts and 1.8km long
Gondola. As aresult, RAL predicts that the maximum electrical demand from the Whakapapa
and Happy Valley Ski Areas will almost double over the coming 5-year period. The existing
network equipment is old and undersized to meet this increase in demand.

By owning the network equipment and understanding the load characteristics of all users fed
from the Tawhai Substation, RAL will be able to make appropriate investment decisions about
when and how to upgrade the network, while managing the cost to smaller users to ensure they
are not penalised for this required investment on the mountain.

3.4 Hazards & Risks

Most Ski Area’s in New Zealand manage their own 11kV distribution networks, the arrangement
with TLC at Mt Ruapehu is a relatively rare situation. Secondary Networks (including Customer
Networks) are also very common in New Zealand - the Electricity Authority Retail Advisory Group
reports that in 2012 there were 21,278 customers purchasing electricity through Embedded
Networks alone (one category of Secondary Network). Inthe skiindustry these types of networks
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are very common for many of the reasons outlined herein. At Coronet Pecak in Queenstown, for
example, a “customer network™ exists on the mountain which supplies electricity at an agreed
rate to a number of large telco providers, radio users and others.

RAL has the skills and experience to manage workplace risks associated with working at >2000m
alfitude in the extireme conditions experienced in this region. We also employ electricians on
our team who are familiar operating LV systems. We have access to arange of contractors and
consultants with sufficient skills and experience working with 11kV systems to ensure that we can
manage this network safely and reliably for the benefit of all users.

4. Planning Considerations
RAL understands that TLC hold existing concessions for their network within the National Park.
RAL would look to negotiate the transfer of these concessions from TLC to RAL to facilitate
ongoing management of the network. Should agreement not be reached with TLC on the
acquisition of their assets, RAL would need to undertake a study of its own planning requirements
and concessions o enable this network to be constructed.

RAL seeks to deploy this proposed “customer network” prior to the 2017 Winter Season, currently

scheduled to open on 3 June 2017. Thisis a ‘best case’ scenario which would require a rapid
valuation and asset acquisition process with TLC.

5. Feedback

RAL seeks your view on this project. We also seek commitment from existing TLC customers that
should RAL be in a position to provide them with an electrical network connection on the terms
outlined in this document, that they would join RAL's network.

Ross Copland, CEO
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Appendix 1: Authority and Intention’s Form

Your Name:
Your Email:
Your Phone:
Date:

ICP Number/s:
Registered Name e.g. XYZ Ski Club Incorporated
of ICP Owner
Registered address
of ICP Owner
Existing Retailer: e.g. Contact Energy

I am authorised to provide, and | consent to the use by Ruapehu Alpine Lifts Limited (RAL), of the
electrical energy and network data | have provided for the purpose of investigating the feasibility of
the proposed “Whakapapa Customer Network”. I authorise RAL to provide this information to their
consultants and advisors for this express purpose.

Signed: Date:

Print Name: Position:

If RAL were to establish the proposed “Whakapapa Customer Network”, l/our organisation:
[0 Agree to join this network on the terms set out in this proposal dated 15 December 2016
[0 Agree in principal to join the RAL network but with amendments to the terms of the proposal

[0 Do NOT agree to join the RAL network under any circumstances
(please tick one option)

We acknowledge that RAL requires a commitment from all customers on TLC’s existing network in
Whakapapa Village and Whakapapa Ski Area in order for this proposed network to go ahead and that
the final decision on whether to implement the proposed network rests exclusively with RAL which
will be subject to completion of their due diligence. Furthermore, we acknowledge that once we join
the proposed RAL network we will not have a choice of electricity retailer, and we will not be able to
revert back to being supplied by TLC’s network. Signing this form is not intended to be legally
binding, it is intended to provide RAL with an indication of the support for this proposal.

Signed: Date:
Print Name: Position:

Please return this signed form at your earliest convenience to dthomson@mtruapehu.com. Please
also provide the following information to the same email address no later than 13 January 2017:
1. Monthly electrical consumption in kWh’s for past 12 months minimum but preferably 24
months if possible (you may find this on your bill or contact your electricity retailer)
2. Copies of 3x recent electricity bills
3. Copies of recent TLC network bills
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