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Strata’s role and approach

Advise on 
technical 

aspects of 
Orion’s CPP 
application

Assist the 
Commission’s 
assessment of 
the Verifier’s 
findings and 

report

Complete a top-
down review of 
processes used 
to develop the 

forecasts

Undertake more 
detailed review 

of specific 
components of 

the proposal

3



Headlines

• The initial expenditure forecast in the CPP proposal was 
excessive

• The internal top-down assessment and challenge was 
inadequate

• Consumer and stakeholder consultation are insufficient on their 
own to justify the proposed network development

Orion has proposed significant revisions to its original CPP 
proposal that have confirmed our opinion that:

• Revisions to opex for the CPP period are accepted

• Revisions to replacement capex are accepted with some further 
adjustment

• Major projects  capex is still beyond that needed to deliver pre 
earthquake security and reliability

Key findings on Orion’s revised expenditure 
forecasts
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Opex

• In the CPP proposal, Orion forecast opex to be $129.3m for 
network opex and $81.2m for non-network opex,

• The Draft Decision adjusted

• network opex downwards to $108.3m (a 16.2% reduction to 
Orion’s proposal) and

• non-network opex to $76.1m (an 6.2% reduction to Orion’s 
proposal).

• Orion has accepted the Commission’s Draft Decision subject to:

• A correction of a calculation error on emergency maintenance

• Two issues outside the CPP period, and Strata’s scope for this 
review.

We consider that the opex forecast included in Orion’s submission 
now meets the expenditure objective

• Price/quality trade off issues

• Level of analysis undertaken – top down review

Comments on submissions 
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Replacement Capex

Comments on submissions

• Whole substation replacements should be considered

• Broader asset management considerations

• Extrapolation of specific asset analysis to all asset 
categories 

Orion responsible for asset management

• Orion is responsible for asset management planning 
and implementation

• The expenditure is intended to reflect what will be 
spent to meet the expenditure objective
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Replacement Capex 
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Major project capex

Orion did not accept the Draft Decision 

• CPP Proposal = $97.5m

• Draft Decision =$37.9m

• Orion Submission = $93.0m

Comments on submissions

• Return to pre quake standards

• Customer consultation

• Planning standards

• Resiliance
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Major project capex

Taking into account submissions our 
conclusions on major project capex are 

• CPP 1 – a reduction of $13.2m of proposed 
expenditure within the CPP period

• CPP 2 – is a committed project, no adjustment 
to be made

• CPP 3 to 20  – a reduction of $30.4m of 
proposed expenditure within the CPP period
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Summary of key conclusions

Major capex projects expenditure should be adjusted 
to reflect the ability to delay sections of the proposed 
66 kV sub-transmission ring development and other 
major capital projects.

Orion’s revised forecast for replacement capex is 
accepted in part but a further revision is needed for it 
to meet the expenditure objective

Orion’s revised opex forecast for the CPP period is 
considered to meet the expenditure objective
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End of presentation 
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About Strata

•Areas of expertise: Infrastructure asset management, regulation and energy markets.

•Key clients: Regulators, infrastructure businesses, consumers, market participants. 

An international energy consultancy business based in 
Wellington

•Reviews of major transmission and distribution businesses NZ, Australia and Asia.

•Regulatory standard breach investigations.

•Assessment of major infrastructure capital projects.

Recent relevant assignments

•Clive Bull – senior management experience in transmission, distribution and systems 
operations – native of Christchurch with practical operational experience of the regions 
electricity networks.

•Bill Heaps – governance and senior management experience in the power industry (past 
Orion Director, Transpower GM, GM generation). 

Knowledge of Christchurch
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