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Mr Stuart Barber
TransGrid

200 Old Wallgrove Road
Horsley Park NSW 2176

Dear Stuart,
2016 Utilities IT Benchmarking

Please find enclosed the 2016 Utilities ICT Benchmarking report in accordance with the agreed
engagement letter between our organisations.

This report for is based on the data collected from you and other participants surveys between
October and December 2016. Your results are compared to group averages for each of the
metrics with accompanying comments on the survey data and the number of participants within
the group as appropriate.

Should you have any question or wish to provide feedback on this engagement, please do not
hesitate to contact me.

Yours sincerely,

Josephine Meneses
Partner

Important Notice

This report has been prepared as outlined in the Scope Section. The services provided in
connection with this engagement comprise an advisory engagement, which is not subject to
assurance or other standards issued by the Australian Auditing and Assurance Standards
Board and, consequently no opinions or conclusions intended to convey assurance have
been expressed.

No warranty of completeness, accuracy or reliability is given in relation to the statements and
representations made by, and the information and documentation provided by you and the
survey participants consulted as part of the process.

KPMG have indicated within this report the sources of the information provided. We have
not sought to independently verify those sources unless otherwise noted within the report.

KPMG is under no obligation in any circumstance to update this report, in either oral or
written form, for events occurring after the report has been issued in final form.

The findings in this report have been formed on the above basis.
Third Party Reliance

This report is solely for the purpose set out in the Scope Section and for your information,
and is not to be used for any other purpose or distributed to any other party that is outside
the agreed mechanisms in the engagement letter for services dated 8 September 2016.

This report has been prepared at your request in accordance with the terms of KPMG’s
engagement contract dated 8 September 2016. Other than our responsibility to you, neither
KPMG nor any member or employee of KPMG undertakes responsibility arising in any way
from reliance placed by a third party on this report. Any reliance placed is that party’s sole
responsibility.

The contents of this report have been redacted and do not represent our conclusive
findings, which will only be contained in our final detailed report.
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bossary

ACT
AEMC
AEMO
AER
Capex
CIO
CIS
CPI
CRM
Dep
DNSP
EAPI
ERP
FTE
FY

ICT

MFD
MTFP

MW

Australian Capital Territory

Australian Energy Market Commission
Australian Energy Market Operator
Australian Energy Regulator

Capital Expenditure

Chief Information Officer

Customer Information System
Consumer Price Index

Customer Relationship Management
Depreciation

Distribution Network Provider

Energy Architecture Performance Index
Enterprise Resource Planning

Full Time Equivalent

Financial Year

Information & Communications Technology
Information Technology

Multi-Function Display

Multilateral Total Factor Productivity

Megawatt

NEM
NER
NMI
NSW
NT
Opex
oT
PTRM
PV
QLD
RFM
RINS
SA
SCADA
TNSP
Totex
VIC
WA
WACC

WEF
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National Electricity Market

National Electricity Rules

National Metering Identifier

New South Wales

Northern Territory

Operating Expenditure

Operational Technology (e.g. SCADA)
Post Tax Revenue Model

Photovoltaic

Queensland

Roll Forward Model

Regulatory Information Notices

South Australia

Supervisory Control and Data Acquisition
Transmission Network Provider

Total Expenditure (Opex + Capex)
Victoria

Western Australia

Weighted Average Cost of Capital

World Economic Forum
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EXBCULVE SUmmary - Overview
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EXBCUIVE summary - Benchimark Resuls
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SCODE

Document Classification: KPMG Confidential



2016 Utilities IT Benchmarking

Approach
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Particpants
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AER Denchmarking - key points from the 2016 annual reports
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nAustry Irends
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nAustry Irends
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http://reports.weforum.org/global-energy-architecture-performance-index-report-2016/
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WErR - EAPI 2016 - heal map
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Presentation of the results

oar and rande charts




Presentation of the results

preakdown charts
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Presentation of the results

Irendine charts
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ICT operating expenditure (including & excluding depreciation) as

. .
BO I/D U I/aj[e |HTO H | |aj[|0ﬂ a % of corporate revenue,
0 | = |CT operating expenditure (including & excluding depreciation) as
O T | | |Uﬂ|Ca |Oﬂ8 a % of corporate operating expenditure,
ICT operating expenditure (excluding depreciation) per user, client

TBG’/“ ﬂ :J|O device and ICT staff member,
Category breakdown of ICT operating expenditure (excluding
senchmarks

ICT capital expenditure as a % of corporate capital expenditure,
= |CT asset value as a % of total corporate asset value,

= OT expenditure (excluding depreciation) as a % of corporate
expenditure (operating & capital),

= Metering Technology expenditure (excluding depreciation) as a %
of corporate expenditure (operating & capital),

= |CT depreciation as a % of ICT asset value,

= Digital security expenditure as a % of corporate expenditure
(operating & capital),

= |nnovation expenditure as a % of corporate expenditure (operating
& capital),

= Corporate totex per corporate customer, organisation personnel,

= |CT totex as a % of corporate totex,

I I I ICT totex per corporate customer, organisation personnel, ICT
personnel, and

= Technology domain breakdown of total ICT opex and capex.
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Corporate ICT — Financial Metrics

51 0perating expenditure (Include depreciation) as a / of corporate
[EVENUE




Corporate ICT — Financial Metrics

51 operating expenditure [excluding depreciation) as a % of corporate
EVELILE




Corporate ICT — Financial Metrics

1 operating expenditure (including depreciation) as a 7 of corporate
operating expenditure




Corporate ICT — Financial Metrics

1 0perating expenditure (excluding depreciation as a % of corporate
operating expenditure




Corporate ICT — Financial Metrics

G1 operating expenditure (excluding depreciation) per user




Corporate ICT — Financial Metrics

1 operating expenditure (excluding depreciation) per client device
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G 0perating expenditure (excluding depreciation) per IGT Staft mermper




Corporate ICT — Financial Metrics

bategary preakdown of [GT operating expenditure (excluding depreciation)




Corporate ICT — Financial Metrics

b1 capital expendiiure asa 7 of corporate capital expendiiure
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Gl assetvalie as a4 of [otal corporale asset vale
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JT 0perating expenditure (excludng depreciation) as a 7 of corporate
operating expenditure
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U1 Capital expendifre as a 4 of corporate capital expendiiure
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Meterng fechnology operating expenditure (excluding depreciation) as a 7
0 COrporale operaing expendiiure
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Meterng Technology capital expenditure as a % of corporate capid
expendiure
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1 depreciationas a7 of [ asset vale




Corporate ICT — Financial Metrics

Jgital security operating expenditure as a 4 of corporate operating
expendiure
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Jigital security capital expendiure as a % of corporate capital expendiiure
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Innovation operating expenditre as a 4 of corporate operating




Corporate ICT — Financial Metrics

nnovation capital expenditlre as a % of corporate capital expendiiure
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LOrporate [otex per corporate customer
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Lorporate [otex per organisation personne
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LT Totexasa % of corporate totex
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LT T0teX per comorate customer
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G1T0tex per organisational personnel
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LI Totex per BT personne




Corporate ICT — Financial Metrics

[echnology domain breakdown of total (6T opex
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[echnology domain breakaown of total (6T Capex
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Corporate ICT — Resource Metrics

lotllof stal ag 8 % Of cororate staff
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Lontractorsas az or total o1 Stalf
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Hardware Metrics
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= Annual support expenditure per client & peripheral device.
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Corporate ICT — Hardware Metrics

Laledory Dreakdown of client devices




Corporate ICT — Hardware Metrics

RAl0 OF Client and perpneral devices [0 organisation St




Corporate ICT — Hardware Metrics

Annual SUpport expenditure per client o peripheral device
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Corporate Nfomation [ am e e e sners.

8 BO ’T‘ mUWC a“oﬂ 8 - Service desk statistics — average time to answer in seconds
Technoloay
Benchmarks

Sevice Dellvery Metrics
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Corporate ICT — Service Delivery Metrics

AVBrage Service desk usage per user per month
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SEIVICE (esK Stalistics - firSt call resoiution rate
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SEIVICE (BSK SIAlISIICS - average ime T0 answer In Seconds
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g Lommunications
|echnology
penchmarks

SOUCINg Metrics

(M) e Total annual expenditure on sourcing arrangements as a % of ICT
U operating expenditure (excluding depreciation)
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Corporate ICT — Sourcing Metrics

[0l annual expenditre on Sourcing arrandements as a / of (61 operating
UIe [excliding depreciation




KPMG

Cororate Information
G Communications
Technology
Benchmarks

Project Delivery Metrics
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Corporate ICT — Project Delivery Metrics

[0tal project budget as a7 or total GT expendiure (operating and capital)




Corporate ICT — Project Delivery Metrics

Lalegory preakdown of Projects




Corporate ICT — Project Delivery Metrics

Laledory Dreakdown of project delivery methodology







KPMG

Cororate Information
G Communications
Technology
Benchmarks

Slratedic ISSUes

Top five CIO challenges,

Technologies — status and planned investment — breakdown by
technology category,

Cloud Services — status and planned investment — breakdown by
technology category,

Innovation/smart strategies — status and planned investment —
breakdown by innovation/smart strategies,

Business Strategies — status and planned investment — breakdown
by business strategies,

Technology convergence of ICT and OT — status and planned
investment — breakdown by operational technologies, and

Technology convergence of ICT and Metering technologies —
status and planned investment — breakdown by Metering
technologies.
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Corporate ICT — Strategic Issues

[opClochalenges

Business and Technology
Optimisation

Innovation IT Security

IT Strategy, Transformation and

Metering & Billing Regulatory Management

IT/OT Convergence IT Operating Model

Project Delivery Cost Reduction

Business Intelligence/Data

Cloud Strategy & Transformation Management/Analytics

—=Top 5 CIO Challenges

Notes: Metric is based on the Top 5 CIO Issues/Challenges provided in the ‘Volume & Quality’ section of the survey. Challenges selected by 2 or more participants are shown above.

KPMG
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Corporate ICT — Strategic Issues

[opTive U0 chalendes

Project Delivery

Manage blended delivery, and

Increasing velocity in project execution.

IT Strategy, Transformation and Regulatory
Management

Aligning with the business and their priorities,
growth and efficiency agendas,

Providing clear leadership and direction with
respect to Technology roadmaps and
investment priorities,

Supporting Transformation, and

Efficiency improvement.

Cost Reduction

Reduce spend / headcount,
Cost Control, and

Cost Optimisation.

Business Intelligence/Data
Management/Analytics

Improved Analytics,
Analytics, and

Big data and analytics to enable risk based
and predictive asset management.

IT Sourcing

Sourcing.

ICT Security

Cyber security,

Cyber Security - remaining secure and up to
date,

Improved Cybersecurity, and

ICT Security.

Business and Technology Optimisation

Consolidation and right sizing of systems,

Shadow IT - supporting business ownership
of applications but retaining IT leadership and
ownership of technology decisions,

Application Rationalisation,

Field force enablement (schedule and
dispatch),

Mobility, and

Cumbersome ERP.

ICT Operating Model

Overcoming cultural resistance to
collaboration, experimentation and new ways
of working,

Attracting and retaining the skills/capability
required to be successful in this digital era,

Transition to an Agile Operating Model, and
ICT Agility.

Information Management

Improved Information Management.

Cloud Strategy & Transformation

Cloud Strategy and implementation in the
regulated framework,

Cloud, and

Transition to Cloud inc.capex/opex regulation
funding.

IT/OT Convergence

ICT and OT Convergence - integration
between real time systems and corporate
systems and the separation of the functions in
the business, and

IT/OT Convergence.

Metering

Billing System Replacement & Meter
Contestability, and

Metering Competition.

Innovation

Exploring and exploiting new technology
(innovation & digital) in support of the business
priorities, and

Emerging Industry Trends.

Ringfencing and Growth of Unregulated Business

Ringfencing and Growth of Unregulated
Business.

Notes: Metric is based on the Top 5 CIO Issues/Challenges provided in the ‘Volume & Quality’ section of the survey

KPMG
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Corporate ICT — Strategic Issues

[echnolodies

TransGrid

Technology Area

Current Application

Planned Investment

Asset Management

Ellipse

Increase $0-5m

Project Microsoft Project Increase $0-5m
Management/delivery Server
Work/work scheduling Ellipse/TRAC Increase $0-5m
(bespoke)

Outage management

THEOS (bespoke)

Increase $0-5m

Billing/network billing

TUOS (Bespoke)

No Change

Finance management Ellipse V8 Increase $0-5m
. MS SQL Analysis
Reporting Services Increase $0-5m

Human resources
management

Ellipse Peoplestreme

No Change

Fieldforce automation

AIM, ATW (Bespoke)

Increase $0-5m

Forecasting

Data warehouses/Data MS SQL _AnaIyS|s Increase $0-5m
marts Services
CIS/ICRM Salesforce No Change
Procurement management Ellipse Increase $0-5m
SCADA ABB NM4 Increase $5-10m
Power Network ABB NM4 Increase $5-10m
Management Systems
Demand
Management/Load Powerfactory No Change

KPMG
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Corporate ICT — Strategic Issues

[echnolodies

TransGrid

Technology Area

Current Application

Planned Investment

Office productivity

Microsoft Office 2010

Increase $0-5m

Cisco VOIP, Increase $0-5m
Communications/Web/Mobile | SharePoint 2010,I0S
10
Video conferencing Cisco Increase $0-5m

management

Social .
Networking/Collaboration Cisco Jabber No Change
Social Media Facebook No Change
Geographical information GE Smallworld Increase $0-5m

Metering data management

Metering (Bespoke)

No Change

KPMG
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Corporate ICT — Strategic Issues

[echnolodies

TransGrid

Technology Area

Current Application

Planned Investment

Active Directory

communications

Identity management ADES No Change
Middleware/backend

integration Axway gateway No Change
Mobile and wireless Telstra APN, Cisco No Change

Drawings and records
management

Bentley EDMS

Increase $0-5m

Cloud platforms AWS, Azure Increase $0-5m
Network Data Analytics Powerfactory No Change
Cyber/digital security Various Increase $0-5m

KPMG
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Corporate ICT — Strategic Issues

Lioud services

TransGrid

Technology Area

Moved to cloud based services

Plans to move to cloud based
services over the next 3 years

Office productivity

Not Considering

Evaluating

Communications / Web / Mobile

Not Considering

Not Considering

Video Conferencing

Not Considering

Not Considering

Social Networking

Not Considering

Not Considering

Social Collaboration

Not Considering

Not Considering

Social Media

Already moved to cloud services

Already moved to cloud services

Asset management

Not Considering

Not Considering

Project management/ delivery

Not Considering

Not Considering

Work / work scheduling

Not Considering

Not Considering

Outage management

Not Considering

Not Considering

Geographical information management

Not Considering

Not Considering

Metering data management

Not Considering

Not Considering

Billing / network billing

Not Considering

Not Considering

Finance management

Not Considering

Not Considering

Reporting

Not Considering

Not Considering

Human resources management

Already moved to cloud services

Already moved to cloud services

Identity management

Not Considering

Evaluating

Middleware / backend integration

Not Considering

Not Considering

KPMG
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Corporate ICT — Strategic Issues

Lioud services

TransGrid

Technology Area

Moved to cloud based services

Plans to move to cloud based
services over the next 3 years

Field force automation

Not Considering

Not Considering

Mobile and wireless communications

Not Considering

Not Considering

Business intelligence / Big data

Not Considering

Not Considering

Data Warehouses / Data Marts

Not Considering

Not Considering

Call centre management/ IVR

Not Considering

Not Considering

CIS/CRM

Already moved to cloud services

Already moved to cloud services

Drawings & records management

Not Considering

Not Considering

Knowledge management

Not Considering

Not Considering

Procurement management

Not Considering

Evaluating

Cloud platforms

Already moved to cloud services

Already moved to cloud services

SCADA

Not Considering

Not Considering

Power Network Management Systems

Not Considering

Not Considering

Demand Management

Not Considering

Not Considering

Load Forecasting

Not Considering

Not Considering

Network Data Analytics

Not Considering

Not Considering

Mainframe

Not Considering

Not Considering

Cyber / digital security

Already moved to cloud services

Not Considering

KPMG
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Corporate ICT — Strategic Issues

nnovation/sme

[Stralegies

TransGrid

Innovation/smart strategies

Current Stage

Investment plan over the next

three years

Loop or Feeder Automation

Not Considering

No Change

Advanced Metering

Evaluating

Increase $0-5m

Volt/VAR Control

Evaluating

Increase $0-5m

Distribution Substation Monitoring

Not Considering

No Change

61850 Substations

Implementing

Increase $5-10m

Internal Communications Network
eg Fibre/WiMax/Wireless Mesh

Implementing

Increase >$10m

Leverage External Carrier Network
eg NBN, 4G, Fixed carriage

Already Using

Increase $0-5m

Home Area Networks Not Considering No Change
Smart Appliances Not Considering No Change
Customer Gateways Not Considering No Change
Electric Vehicles Already Using No Change
Microgeneration / Distributed Already Using No Change

Generation

Distributed Storage

Implementing

Increase >$10m

Document Classification: KPMG Confidential

81



Corporate ICT — Strategic Issues

nnovation/smart strategies

TransGrid

Investment plan over the next

Innovation/smart strategies

Current Stage

three years

Stand Alone Power Systems Not Considering No Change
Micro-grids Not Considering No Change
Consumption Monitoring Not Considering No Change

Appliances

Network Data Analytics

Already Using

Increase $0-5m

Utilities Robotics

Not Considering

No Change

Drones

Already Using

Increase $0-5m

Field Staff Wearables Evaluating Increase $0-5m
Asset Health Systems Implementing Increase $0-5m
Predictive Maintenance Implementing Increase $0-5m

Building Energy Management

Already Using

No Change

Document Classification: KPMG Confidential
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Corporate ICT — Strategic Issues

BUSINESS Straledies

TransGrid

Investment plan over the nex

Business Strategies Current Stage
three years

Business Process Improvements

and Automation Implementing Increase $0-5m
Cost Optimisation Implementing Increase $0-5m
Outspurcmg Services to External Already completed Decrease
Provider

Moving to Cloud Platforms Implementing Increase $0-5m
Long Term Sustainability Don't Know No Change

Management

Abatement Strategies (to offset
carbon generated by your Already completed Increase $0-5m
organisation)

Social Networking Already completed No Change
Information and Decision Support Implementing Increase $0-5m
Cyber / digital security Implementing Increase $0-5m

Innovation strategies

repe 5
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Corporate ICT — Strategic Issues

|echnology convergence of IGT and 01

TransGrid
Operational Technologies Current IT and OT Plans to converge IT and OT ove
convergence the next 3 years

CO (i.e. CIO & CTO) Evaluating Implementing
Budget planning Evaluating Implementing
Investment governance and . .

processes Evaluating Implementing
Cost structures / Cost centres Evaluating Implementing
Management teams Evaluating Implementing
Design / architecture authorities Evaluating Implementing
Technology teams Evaluating Implementing
Communication Networks Evaluating Implementing
Control Networks Evaluating Implementing
Data centre Evaluating Implementing
Data analytics Evaluating Implementing
Data governance Evaluating Implementing
Cyber / digital security Evaluating Implementing
Field devices / site equipment Evaluating Implementing
Services catalogues Evaluating Implementing
Services providers Evaluating Implementing
Asset management framework Evaluating Implementing

KPMG
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Corporate ICT — Strategic Issues

|echnology convergence or 16T and Metering [echnolodies

TransGrid
Metering Technologies Current IT and Metering |Plans to converge IT gnd Meterin

Technologies convergence Technologies
CO (i.e. CIO & CTO) Evaluating Implementing
Budget planning Evaluating Implementing
Investment governance and . .
processes Evaluating Implementing
Cost structures / Cost centres Evaluating Implementing
Management teams Evaluating Implementing
Design / architecture authorities Evaluating Implementing
Technology teams Evaluating Implementing
Communication Networks Evaluating Implementing
Control Networks Evaluating Implementing
Data centre Evaluating Implementing
Data analytics Evaluating Implementing
Data governance Evaluating Implementing
Cyber / digital security Evaluating Implementing
Field devices / site equipment Evaluating Implementing
Services catalogues Evaluating Implementing
Services providers Evaluating Implementing
Asset management framework Evaluating Implementing

KPMG
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Reguiatory fechnolody senchimarking - Use Tor efficiency comparison
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REOUIBIOTY TRCNQIOQY [ oo

BeNCAMArks
INSP

Revenue Metrics
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Regulatory Technology Benchmarks — Revenue Metrics

|TaNSMISSION NBIWOIK revenue per customer




Distribution network capital expenditure per customer,

Re g U | aJ[O I/y Te C n ﬂ O ‘ O gy = Distribution network operating expenditure per customer,
Be ﬂ C n ma I’KS Distribution network capital expenditure per km circuit length,
= Distribution network operating expenditure per km circuit length,
= Distribution network augmentation capital expenditure as a % of
capital expenditure, and

= Distribution network replacement capital expenditure as a % of
TN Sp capital expenditure.

Network Expenditure
Metrics

Document Classification: KPMG Confidential



Regulatory Technology Benchmarks — Capital & Operating Expenditure Metrics

|TaNSMISSION capital expenditure per cuStomer




Regulatory Technology Benchmarks — Capital & Operating Expenditure Metrics

[TanSmissIon operating expenditure per Customer

The transmission network
businesses have generally $250
increased their operating
expenditure per customer
from 2009 to 2012, then s
. 200
increased from 2012 to 2014.
The increasing trend of the
industry mean is a contrast to $150
the decreasing trend in
©
capital expenditure per g
customer in recent years. g
The trend reflects increase in @ $100
operating activities at the time
of capital expenditure
constraints across the $50
industry.
TransGrid's results of
Operatmg expendlture per %0 2009 2010 2011 2012 2013 2014 2015
customer have been e TransGrid $43 $48 $44 $48 $43 $51
. P Minimum $43 $48 $44 $48 $43 $51
COI’]SIStenﬂy the minimum of Maximum $211 $206 $190 $187 $174 $238
the TNSPs from 2009 to Mean $83 $79 $70 $70 $77 $89
2014 N_TNSP 6 6 6 6 6 6 2
Note: Metric is calculated by dividing the operating expenditure by the number of customers

repe o
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Regulatory Technology Benchmarks — Capital & Operating Expenditure Metrics

|TaNSMISSION capital expenditre per km creult iengin




Regulatory Technology Benchmarks — Capital & Operating Expenditure Metrics

[TanSMISSIoN operating expenditure per Km circut iength

Transmission network
businesses have generally
increased their operating
expenditure per km circuit
length from 2009 to 2015.

The increasing trend of the
industry mean is a contrast to
the decreasing trend in the
capital expenditure
benchmark.

TransGrid's results have
been consistently below the
industry mean and has
reported the industry
minimum results for four of
the seven years
benchmarked.

$35,000
$30,000
$25,000
©
-
o
N
©
i
& $20,000
— /
$15,000
- N
$10,000
$5,000
$0
2009 2010 2011 2012 2013 2014 2015
e TransGrid $11,904 $13,152 $12,217 $13,312 $12,040 $14,310 $13,493
Minimum $11,904 $12,185 $12,217 $13,006 $12,040 $12,909 $13,493
Maximum $28,072 $30,361 $28,634 $28,634 $28,418 $29,643 $29,386
Mean $15,297 $16,024 $15,188 $15,914 $15,160 $16,088 $16,848
N_TNSP 5 5 5 5 5 5 4

Note: Metric is calculated by dividing the operating expenditure by transmission circuit length
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Regulatory Technology Benchmarks — Capital & Operating Expenditure Metrics

[ransmission augmentation capital expenditure as a 7 of capitd
eXpeNdiiure




Regulatory Technology Benchmarks — Capital & Operating Expenditure Metrics

[ransmission replacement capital expenditure as a7 of capital
expendiiure




KPMG

Reguiatory 1echnoiogy
penchmarks

TSP

Non-network ICT Capital
Fxpenditure Metrics

Non-network ICT capital expenditure as a % of capital
expenditure,

Non-network ICT capital expenditure per customer,

Non-network ICT capital expenditure (non-recurrent) per
customer,

Non-network ICT capital expenditure (client device + recurrent)
per customer,

Non-network ICT capital expenditure (client device + recurrent)
per employee,

Non-network ICT capital expenditure (client device + recurrent)
per end user,

Non-network ICT capital expenditure (client device + recurrent)
per device, and

Non-network ICT capital expenditure (non-recurrent) as a % of
non-network IT capital expenditure.
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Regulatory Technology Benchmarks — Non-Network ICT Capital Expenditure Metrics

NON-network (61 capital expenditure as a’ of capital expendiiure




Regulatory Technology Benchmarks — Non-Network ICT Capital Expenditure Metrics

NON-network BT capital expenditure per customer




Regulatory Technology Benchmarks — Non-Network ICT Capital Expenditure Metrics

NON-network [GT capital expenditure (non-recurment) per customer




Regulatory Technology Benchmarks — Non-Network ICT Capital Expenditure Metrics
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