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9.34 am start
Chairperson “Good morning Mr Kos.”
Kos “Good morning, your Honour, good morning members of the Board. Before | call

Mr Coad, your Honour, there is one matter | want to raise, in terms of order of
witnesses, and | discussed that with my friends this moming. The order in
Appendix A will continue through to number five, which is Mr Taylor. The
intention, at that point, was to call Ms Allen, but because of her other
commitments it's necessary to postpone her to the following week, so, we're
going to call after Mr Taylor...we're going to call Mr Deller, then Mr Bell. Mr Bell is
currently number 18 on the list, and then Mr Stark, who is number 19. Ms Allen is
in the Environment Court in the following week, but is available Monday and
Tuesday, so with your Honour’s leave, we may have to interpolate her in that
group. But, there’s some sense in the new order Sir, because what we're going
to do, is deal with all the sub-station witnesses together, and that's Mr Deller and
Mr Bell and Mr Stark, and then later on we'll bring Mr Wildash and Mr Joyce
together, and they're the cables men, and then we can meet the lines people and
that's probably better for submitters, because if they're effected by a sub-station
or a line, then they can attend and hear all the witnesses together on that issue,
instead of splitting up the design from construction. So, all that's been advised to
Mr Rice this morning via email, and a memo will be available to go up on the
Board’s website.”

Judge “Thank you for that Mr Kos. As far as the Board is concerned, subject to any
matter that might be raised by submitters at the convenience to them, we're
content with whatever order pleases you and sulits the duties of the witnesses.”

Kos “I'm grateful Sir. | think the prospect of this order entirely pleases me, given how
busy people are, makes it difficult. | think this a better order, and we’'ll keep the
Board properly informed, so that you could advise, or your secretary could advise
the public as to when witnesses are going to be called. Well, that's where ['ll call
Mr Coad. Thank you. I'm not certain Sir, if you intend to swear the witnesses in
or not?”

Judge “The Board’s policy was that the Board did not require witnesses to be sworn in
or affirmed, but if any witness or the party calling a witness, wishes that the
witness be sworn in, or affirmed, then that's acceptable for the Board t0o.”

Kos “| don’t think we'll trouble the Board with that process then, thank you Sir. [l
simply ask you to confirm that you are Mr John Nicholas Oliver Coad, that you
are the Acting Grid Programme Manager for Transpower, and you live in
Wellington. You have two different statements of evidence, one the original
statement, and the second your rebuttal statement. Would you please start
reading that from Paragraph 1, thank you.”

9.40am
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“My name is John Nicholas Oliver Coad. | am employed as the Acting Group
Programme Manager working in the National Group Division for Transpower
New Zealand.”

Reading

END

Reading rebuttal evidence
END

CROSS EXAMINATION

“Mr D Kirkpatrick, you may remain standing or be seated, whatever your wish.”
(representing 0739, 0919, 1008, 1244)

QUESTIONS TO J COAD

“Mr Coad, thank you, good morning. Can | ask, when did you start working for
Transpower?”
“| commenced working with Transpower when it was initially formed. | originally
worked for the New Zealand Electricity Department in the Electricity Corporation
of NZ, and then, when Transpower was formed, | went to work, at that stage, with
this company.”

“Can you just tell me what year you started, if you don’t mind?”

‘| imagine | started with the Electricity..with the New Zealand Electricity
Department in about 1983, and then with Transpower when it was formed, and |
apologise, | can’'t remember the exact date.”

“Thank you. And if you don't mind me asking, | note you've been in an acting
management position for some two years now. Is it Transpower’s intention to
make you a permanent Grid Programme Manager, or is there some reason why
that role was seen as an acting role?”

“That would be speculating, to some extent, but | can, to some extent, answer
that. The company is clearly going through change at the moment, and the
change in the style of the project has moved from a stage where we're working
for Electricity Commission to a construction stage, the style appropriate of
management may very well change, and maintaining my position as the acting
probably represents a decision to be made very soon on how we manage the
next phase.”

“So, it's an issue to do with the overall structure of Transpower?”
“It's an opportunity, provided for Transpower, to ensure the right people are in the
right place at the right time.”

“Now, you became the Transpower Asset Development Group Manager in about
2004. According to Paragraph 1, was that roughly coinciding with when the
Electricity Commission came into existence and began to exercise its supervisory
role in relation to project expenditure?”

“If it was...so it was merely coincidental.”

“| see. Were you brought in 2004 then, specifically to manage this project?”
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“No, the incumbent Asset Group Field Manager moved on, for a variety of
reasons, and | took up his role.”

“This project has gathered a great deal of tension, and has required this
procedure in front of the Board, but since 2004 there have been a number of
other projects that Transpower's been involved in to upgrade or otherwise
maintain the national grid, haven't there?”

“Yes”

“And those, as | understand it all, in one way or another, need Electricity
Commission approval?”

“There is some sets of projects, which do not require a commission approval, but
the majority of the larger projects of course do.”

“And as | understand it, | think, from evidence yet to come before the Board, well,
| suppose what I'm saying is, | don't really understand it. Many of those projects
are actually quite technical aren’t they? They're electrical engineering projects
that probably wouldn’t mean a great deal to people in the community who weren't
familiar with the science or techniques of high voltage electricity transmission,
would that be fair?”

“The manner of achieving the project may well be technical and quite complex. |
suspect that the actual outcome is readily understandable.”

“Well, in terms of outcomes, as to say, the community’s expectations when they
seek to turn on a light, they would understand that, but as | understand it, a lot of
these projects, they occur within the sub-stations, or within the existing facilities
of Transpower, rather than moving out onto new sites. Is that right or am | wrong
there?”

“Many of the projects...there is probably a reasonable mixture of projects from
transmission lines to sub-stations, the sub-station projects clearly are probably
less visible than transmission line projects, | would speculate, are highly visible to
the public.”

“Well, they may be visible, because they can see the lines, but none of them
have been through this sort of consenting process have they? | think you say, in
your rebuttal, this is the first major project to go through the RMA process?”

“This is not got...under the current RMA, we have had other processes going
through resource consents, | believe a number of those. New switching stations
at Hunua, is an example of such a station. We've had a new sub-station at
Ohinewai recently built, which, of course, had to obtain consents. This is possibly
the most public of those processes recently.”

“And, of course, prior to 1991, Transpower's predecessor didn’t need any form of
planning consent, did it, for the works that it undertook?”
“l can’t comment on that Mr Kirkpatrick.”

“You weren't a Project Manager prior to 19917
“Not in that particular field, no.”

‘| see. Coming to this project and investigating it at the outset, would it be fair to
say, that in an overall sense, your first focus has been on passing the Grid
Investment Test in order to satisfy the Electricity Commission?”

“| think, in my opinion, the Grid Investment Test is merely an externalisation of
what Transpower would normally do, which is a comprehensive review of
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solutions and options that deliver, that includes looking at a number of options.
The Grid Investment Test is merely a regulatory tool, which ensures that we have
done that properly.”

“But, in terms of that approach, obviously, the proposal has to be technically
feasible and you have expert engineers who investigate that. And then the Grid
Investment Test, is | think you and a number of other witnesses, acknowledge
this is essentially an economic test to make sure that your engineering is the
most efficient in order to achieve what you're trying to do. That's right isn’t it?”
“The Grid Investment Test is predominantly economic, but it's a test of credible
alternatives, so each alternative must be able to be built.”

“But primarily that’s a test of engineering alternatives, isn't it?”

“| guess I'll return to that point, it must be credible, to be credible it must be able
to be built, must be able to obtain property rights, must be able to be consented,
so there is some concept, within the test, we are putting forward options that are
credible.”

“Well, the test doesn’t contain within it, any factors in relation to non economic
matters, such as, if you like, pure environmental effects.”
“l understand it to be so0.”

‘At Paragraph 16 (d) of your evidence, this is something that was referred to in
Counsel for Transpower's submissions, and other witnesses refer to it. You talk
about, of the available options, the 400 kV capable transmission length best met
need through the economic and appropriately reliable provision of transmission
capacity, that also minimised transmission corridors over a long period, and that
minimisation of transmission corridors over a long period is essentially the high
level environmental goal that Transpower is putting forward and in support of this
project, isn't it?”

“I believe, in the evidence of others, you will see that we consider environmental
issues, other than just the minimisation of corridors, much earlier in the process.
The options for towers, steel towers and monopoles were all considered, but the
minimisation of corridors became an important issue.”

“Well, compared to say the monopoles, or the corridor route itself, the starting
point is the minimisation of the corridors, wasn't it?”

‘| don't agree that the starting point was the minimisation. It came out of the
process.”

“| see. Even allowing for the minimisation corridors, and | suppose picking up on
your previous answer to me, you do accept, that the location of the actual
corridor or location of the easement corridor, remains an environmental issue,
which the Board can consider?”

“I'm sorry, I'm not quite sure | understood that question.”

“Alright, well, I'm sorry, | didn’t phrase that very well. The location of a particular
corridor, accepting that minimisation of corridors is a goal that Transpower is
seeking to achieve, the location of those minimised corridors, or that minimised
corridor, remains a factor, remains something to which environmental factors
may apply, doesn’t it?”
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“| think | might have to restate that to be sure that | understand the question. The
environmental...the corridor itself, and the method we adopt to achieve that
corridor, of course, is a significant issue before this Board. Did that answer your
question?”

“Yes. And, it's possible, isn't it, that the Board may consider that Transpower’s
choice is not the most appropriate choice in that regard. Do you accept that?”

“I'm afraid you're probably now stretching my level of expertise on the Board's
powers, but, yes, we...the corridors obviously offered to the Board as our view on
what the best corridor is.”

“Yes, alright you'll do. And, similarly, within the corridor the method chosen to
deliver the electricity, as you said in rebuttal, for example, monopoles might be
an option...in certain...along certain lengths of the line, mightn't it?”

“Monopoles may be an option, as do lattice steel towers, and | think the evidence
Mr Lister discusses the choice between monopoles and steel towers in some
detail.”

“Similarly, the length of the underground portions of the line might also be
something that could still be considered by the Board. Do you accept that?”
“| believe so.”

“Yes. Now, those matters will have an effect on cost, won't they?”
“If decisions differ from our proposal, there may potentially be cost changes, both
positive and negative.”

“And you've talked about the contingency you've provided for, and you've
acknowledged you may have been over optimistic or pessimistic, in relation to
that. Do | understand you correctly, that if your costs were to exceed the
contingency of 105 million, you'd have to go back to the commission for
reconsideration of the proposal?”

“The commission’s approval is for a total sum, almost irrespective of how that
falls, so if we have Net savings elsewhere they can be applied to budget, but you
are correct, if we exceed the...what is called the P90 amount, the total amount,
then we would have to apply, and there are provisions in the rules for the
application in the Electricity Commission.”

“Now, it's possible that a range of factors, that may result, potentially from
conditions that could be imposed by the Board on the proposal, could equally
have the effect of increasing the costs?”

“And, that is true, as explained, we have made our best estimate of what those
cost pressures may be and an estimate of those contingencies.”

“The cost that you've referred to, in terms of the project, is expressed in the
millions of dollars, tens of hundreds of million dollars. Now, ultimately, that cost
reaches the ultimate consumers in cents per kilowatt hour, doesn't it?”

“Correct.”

“So that, although there may be a difference of 10 million, 50 million, or even 100
million, the overall project cost, that reduces itself, or disperses itself, if you like,
over the gigawatt...the gigawatts that are transmitted by Transpower into the
kilowatt hours of the consumer, doesn't it?”
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“| think...I suspect the answer is yes. The costs are distributed and turn up in the
end user’s bill as cents per kilowatt hour.”

“Have you or anyone at Transpower, ever done the exercise of what the degree
of that spread is? What the impact is, in cents of a kilowatt hour of changes to
your project costs?”

“I'm not aware of that. I'm sure it has been done. We regularly publish what our
contribution is to the total electricity delivered...energy costs, to remain as a
reasonably small component.”

“So, that, if it is a reasonably small component, the variation in the cost of
Transpower would have only very marginal effect to individual consumers?”

“I'm not sure | can comment on that. | suspect that it would have a significant
effect, but in the order of doubling the components.”

“But, you haven't done the calculations?”
“Not to my knowledge. I'll rephrase that...'m sure it has been done, I'm not aware
of the...that number.”

“So, when you say it might be double, that's a guess on your part?”
“I'm saying, it would not be in the order of doubling.”

“Would not be?”
“No.”

“No.” “Finally, Mr Coad, Brownhill sub-station. The main brief, in Paragraph 54,
you refer to the choice between an air insulated switch for your sub-station, or a
gas insulated switch for your sub-station, and you note that that's been...the
decision, as to whether it's AIS or GIS has been backward and forth within
Transpower itself over time, hasn't it?”

“I'm not sure that | made that comment, but it has been discussed in some detail,
as you'd expect a decision of that size to be discussed.”

“Are you committed now to GIS?”
“We’re committed to GIS.”

“You say in 54, that one of the issues in making that decision, is that there was a
reduction in earthworks and therefore the cost difference between AIS & GIS was
smaller. Were earthworks the major cost component for that sub-station?”

“GIS equipment is considerably more expensive than AIS equipment, but
consumes much less site area, so the earthworks necessary for a GIS station are
considerably less than, therefore, an AIS station, in some circumstances. In this
case, the earthworks were substantially reduced for a GIS sub-station.”

“But, with expense of the more expensive machinery or componentry, there’s an
element of swings and roundabouts there, isn't there?”

“There are.”

“Thank you. Thank you, very much Sir.”

END OF QUESTIONS

“Do any of you know whether Mr Allan was intending to cross-examine this
witness?”
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“| can advise you Sir, he is not intending to attend today.”
“Thank you.”

“Thank you Sir.”

“Mr Wright.”

“Thank you Sir.”

QUESTIONS TO J COAD

“I'd like to begin, just by trying to get a better understanding of how decisions are
made in relation to this project within Transpower, with respect, for example, to
making decisions about...the decision to go with GIS rather than AIS at the
Brownhill sub-station for example. Who ultimately makes that decision?”

“Most decisions in companies of Transpower’s size are governed by delegated
authorities, in terms of either our policy, or have crossed implications, and
decisions of this sort, which are quite substantial, are escalated through the
process to senior management, in particular, the General Manager and probably
the Chief Executive Officer.”

“So, you didn’t have a role in the particular...in making decisions of that kind of
scope?”

“The role | hold, as a Project Manager, is to ensure these decisions are identified,
are argued well, debates are significant and cover all the relevant issues in the
position, in such a way, that appropriates any management can make a decision,
facts are laid out before them and they can...and a recommendation is made and,
based on that recommendation, they can choose to accept or reject.”

“To take a different decision within the process, who was it who decided that the
consideration of alternatives undertaken in this case was adequate and that you
should proceed with the Notice of Requirement with your project?”

“Is this in reference to Brownhill?”

“No. In relation to the entirety of the project, who would it have been, again, the
same senior management who decide that you've adequately considered
alternatives and that you were ready to proceed to lodge Notices of Requirement
for you project?”

“Again, senior management would not generally intrude in that sort of process
they would require a robust framework to be developed, that it's peer reviewed
appropriately at the correct moments, that the decisions, the key decisions are
appropriately checked, and their role would be more in this role to ensure that
framework was adequate.”

“So, at what point in time, in your understanding as Project Manager, was the
decision made, that the consideration of alternatives had been adequate, and
that you were at a stage where the Notice of Requirement could be proceeded
with in its present form?”

“| believe, my evidence earlier on, I'm not quite sure which Paragraph, but | had
laid out the quite extensive process we undertook, starting many years ago, to
prospect alternatives, and we started out, | believe, with up to eleven options very
early on and a further nine others during the process. This process of option
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selection and identification is quite formalised now, so numerous options were
inspected, inspected from day one, and, at some stage, an analysis of those
undertaken in those to reduce them to a shorter set or shorter list. As | said, this
is now a much more formalised process with the Electricity Commission. We
reduced those options to a set that could be looked at. So, | think, in answer to
the question you started with, we had many, many options and added many,
many more to the process, and it's an ongoing process, which is refined down to
a set number of options at the end of it. | believe in the evidence Mr George and
Mr Warren, we see we refined it down to about two or three options after many
years.”

“At what point in the course of that process, is it your understanding, that
Transpower turned its mind to the requirements of the Resource Management
Act and the requirements of Section 171 of that Act?”

“It would be my observation, | was not in this role the time that that happened,
and my observation would be the environmental process underpinned a lot of the
early analysis, and | believe the evidence of Mr Taylor will explain when we
started looking at the process, and when we started to include significant
environmental issues, but, as | said, it's my observation that they underpinned
the process.”

“Going back a little bit further in time, who made the decision to proceed with the
Electricity Commission process first, rather than proceeding first under the RMA
and then seek funding for the outcomes or consequence?”

“| am aware that Transit undertakes this in a different process. It is probably
pertinent to comment, that the Electricity Commission is a new process to
Transpower, and, in fact, the whole 400 kV was the first major project they had to
address, so we are all still finding our way, in terms of how the electricity
information process, the Grid Investment Test is applied, so I'm not entirely sure
how | could answer that question. It is a new process for all of us, we follow the
steps laid out in the government’s literature...the government’s rules, as to how to
adopt this process.”

“Do those rules suggest that it's appropriate to proceed down the Electricity
Commission process first and then follow that with Notices of Requirement?”

“| doubt they had that in mind when they wrote them, I'm not sure they would say
that.”

“So, a decision was made, within Transpower, that they were going to go through
the Electricity Commission process first, and then come to this process and seek
the necessary consents and authorisations under the RMA. I'm trying to gather
who it was who would have been responsible for this decision and when that
decision was made?”

“I'm not sure | can answer that, having not been in that position at that stage, but
| can repeat what | said before, we started this process with the environmental
process well in mind, knowing that we had to then in turn apply for an Electricity
Commission approval.”

“You're familiar with Section 171 of the Resource Management Act | take it?”
“For the extent of my role | need to be, yes, | am.”

“You understand it's subject to Part 11 of the Act?”
“| think now...you're probably now stretching me beyond what | am familiar with,
you may want to restate that so | can answer your question.”
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“Well, is it your understanding that Part 11 of the Act is relevant in any way to
consideration of alternatives that have to be undertaken by Transpower?”

“I'm, unfortunately, going to have to defer now to our environmental experts on
that particular issue. I'm sorry, | can’t answer that.”

“Now’s a convenient moment to interrupt you Mr Wright. We'll take a tea break

now.

MORNING TEA BREAK

“Mr Wright, thank you.”

“Thank you Sir. Mr Coad, if | could just take you back to Paragraph 3 in your
principal statement of evidence, just paraphrasing there...your present role at
Transpower is to include, among other things...is to ensure, among other things,
that all environmental and legal decisions associated with the Upgrade Project
are identified, co-ordinated and managed appropriately. | must confess a little
surprise, within that context, that you're not familiar with Section 171 of the Act,
which is the crucial section of import for this Hearing that is your evidence.”

Interjection. “Well, it wasn't evidence Sir, as the Board knows.”

“Well, for example, that you were not familiar as to whether Section 171 of the
Act is subject to Part 11 of the Act?”

“It was...but, in Paragraph 3, | think, it is clear that my role as a Project Manager
is to co-ordinate those activities to ensure the framework is in place for those to
happen, and consequently my evidence is very much focused on that project
management expertise, not the expertise of the environmental consultants, we
retain environmental consultants to undertake that work, and the management of
those environmental consultants lies with our internal experts in Transpower, not
myself.”

“So, when you receive reports as to various matters of an environmental or legal
nature, you accept those without question, you don't apply any of your own
decision making towards those, you don’t review those in any way?”

“My role as a Project Manager is to ensure that those decisions are made within
a framework where they are subjected to the appropriate review criticism, they
are escalated to the appropriate person for decisions. That does not necessarily
mean that | either don’t, or do review to them, to make sure they are appropriate
to be reviewed by the appropriate person.”

“Okay, so within Transpower’s organisation, who was the appropriate person to
determine whether, in Transpower's view, the requirements in Section 171,
particularly in relation to consideration of alternatives have been met, in this
case?”’

“l am in benefit of thinking over the break, but | suspect that the correct answer
is, that we retain environmental consultants for that, we have retained
environmental consultants very early in the process, that advised us on the pros
and cons in that approach. I'm not aware that that was an issue in that approach,
| was not involved at that stage, those recommendations and process that
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followed that contained the evidence, | believe, were Mr Taylor and Mr
Campbell.”

“So are you saying Mr Taylor and Mr Campbell were responsible for making that
decision on behalf of Transpower?”

“They are the appropriate experts - the decision within Transpower would
probably lie elsewhere in the company.”

“So, if | was to want to press one of the Transpower witnesses for an answer as
to when that decision was made, when Transpower decided that there had been
adequate consideration of alternatives in this case - who should that question be
directed to?”

“I'm not entirely sure this is an easy answer, but the, Transpower, as with most
complex projects, most companies have to run these in a matrix approach, which
| apologise if | get into the details of project management structures, but a matrix
approach leaves the technical decisions within the company. Transpower is
committed to ensuring that environmental decisions are made in a co-ordinated
way, and that this North Island Grid Upgrade Project will be consistent with our
general environmental approach with all projects, hence, within the company,
there is an accountable party for ensuring the environmental issues are
considered appropriately, and he has the technical accountability for assuring
these roles are undertaken. The experts that you hear, will talk to their expertise
on the process.”

“So, who should | direct my question to, as to what, at what point in time,
Transpower made that decision?”

“And, as a consequence...| apologise, | didn’t finish my answer. I'm not entirely
sure that...you could ask either Mr Taylor or Mr Campbell. I'm sure, having heard
these questions, they will be able to answer this question for you.”

“Who was it that set Transpower’s objective for this project, as stated in your
evidence?”
“The...is...the common objective?”

“Yes, who wrote that common objective, who decided that?”

“‘May | take a moment to read that? The objective, again in the matrix
organisation, it would be difficult to identify one particular party, but the
accountability for deriving the common objective, for the purposes of the
Resource Management Act, will line our Environment and Property Group, of
which Mr Taylor and Mr Campbell are members. The drafting of that objective,
I'm sure it is a draft only, may well have been undertaken and recommended to
that group by our environmental consultants, however, | will note, that it is
consistent with the plot we've laid out in the Grid Investment Test and our
application to the Electricity Commission, the objectives of the proposal as a
whole.”

“I'd like to dwell for a little while on the decision to proceed with the method of a
400kV backbone. Are you familiar with key documents, that Mr George is going
to refer to in his evidence, that identify the consideration of alternatives
undertaken before the 400kV option was chosen as Transpower's preferred
option?”

“I'm aware of those documents, | am not sure that | could regard as being familiar
with them the process...that arose...the documents arose from.”
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“Well, you state in your evidence, Paragraph 78, that you're satisfied that
he...400kV option was preferable on a range of matters, including environmental
considerations. Do you state that because you've been told that, or do you state
that because you're familiar with the consideration of alternatives undertaken,
and you're satisfied that that's a true statement?”

“| certainly have not been told to say that, and I think | commented, | have
observed this process in a number of roles during this period. I've not necessarily
been directly involved in some of these in my prior role as the Asset
Development Group Manager, but a considerable amount of engineering
resource was applied to most of the investigations undertaken, including an
inspection of various voltages, which was...major part of the whole decision to go,
220, 330, 500, 400 or HPDC.”

“Well, given that that's your evidence Mr Coad, I'd like to take you to some of
those documents, and I'd like you to show me where in them you say that
environmental considerations were adequately considered during that process.
And I refer you to common bundle of exhibits Volume 1.”

“I'm afraid | don’t have a copy of that, do you?”

“ have another copy your Honour.”
“Thank you, Mr Winchester.”

“‘Sections 5 and 6 of that common bundle of exhibits are two of the key
documents referred to in the evidence of Mr George, referred to in support of the
proposition that there has been adequate consideration of alternatives. Are you
familiar with those two documents?”

“| am familiar with these two documents.”

“Can you point to any relevant passages in those documents, that you'd like to
draw the attention of the Board, that support your evidence that environmental
considerations formed part of that analysis?”

“Without me reading these, I'm not sure | can point to the particular Paragraph. |
can put these documents in context that they were certainly part of our
investigation into options. You are aware, that all options needed to be
considered, and, as part of that, we looked at multiple options, of which a few are
outlined in these two documents, the alternatives, of course, discusses
engineering alternatives and these, of course, discusses the need for those
engineering alternatives. The process itself was...this was input in the process,
not necessarily the process, these were alternatives that were considered, and
the environmental impacts were considered later on, as we talked about during
this process.”

“Later on?”

“These provide a portfolio of possible solutions and the whole of the Electricity
Commission process and Transpower’s internal process, was to inspect those
alternatives and assess their benefits, relative between the two...between the
many options.”

“So, these arent the documents that you refer to when you say that
environmental considerations formed a part of the decision making into deciding
on 400kV method. Are there other documents that you'd like to refer to the Board
in support of your evidence?”
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“I'd reiterate these are documents as part of the process which was undertaken,
these were an identification of alternatives, not necessarily the tests against
which they were subjected to. | believe these represent some of the many
alternatives that we considered, and many of those, many more of those, were
documented in the amended proposal.”

“So, to reiterate the question, these aren’t the documents that you refer to, in
support of the assertion in your evidence, that environmental considerations
formed a part of this decision making process to adopt the 400kV option?”

“These are the documents that | refer to, as I've said, they are part of a process,
which undertook to look at environmental conditions, just as we’'d looked at cost
conditions, reliability conditions, good electricity industry practice, and | believe
that the process for undertaking those, of which the ACRE process is but one
part, is laid out in the evidence above us.”

“Yes, well | understand the ACRE process commenced somewhat after these
documents were prepared, is that not your understanding?”
“That is correct.”

“So, let's just dwell on these documents for a moment, are you saying these
documents are the ones you rely on, in support of your evidence, that
environmental considerations were taken into account, | just wondered whether

Interjection. “He just said the opposite Sir.”

“Sorry, | must have misheard him. These aren’t the documents...then...so there
are some other documents that you refer to?”
“Could you refer me again to the Paragraph that you are...was it Paragraph 837"

“Paragraph 78.”
‘787

“You say there, that a considerable number of alternatives were considered, the
400kV option was preferable, in a range of matters, including environmental
consideration?”

“These documents, again, are part of a process. They represent a search for
alternatives against which we can assess the benefits, the process itself, of which
again, the ACRE process is part of...is part of that process...| believe that these
are documents that | refer to earlier in my evidence, but | see in Clause 78, |
don’t necessarily refer to these documents in particular.”

“Yes, well I'm trying to explore what the basis for your evidence is. You haven't
made it explicit, so that's the reason for the questions. Now, before we just
proceed, | just want to clarify one matter. | pre-empted these questions by
saying...these questions are about the choice for the 400kV option as a method.
Now, do you agree with me, that the ACRE process commenced after the
decision was made to proceed with the 400kV option, and was all about the route
by which that option was to be implemented?”

“l would have to carefully think about the timing, but, | think, in the general sense,
you are right, the ACRE process preceded, looking for a transmission line route.
I'm afraid you'll probably have to inspect the evidence of others to...as to whether
that was predicated on 400kV, as opposed to 330, 500 or DC. | suspect it was
looking at a large transmission line of the 400kV size.”
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“Well, let's proceed on the basis that your assumption is correct, because it
certainly seems to be what the other witnesses say, and come back to your
statement in Paragraph 78. You're satisfied in reaching the decision to go with
the 400kV option as a method, that that was the preferable option on a range of
those, including environmental considerations. What is the basis for your
statement? Can you point me to any of the documents that were produced, as
part of that consideration of alternative process that refers to environmental
considerations?”

“'m not sure | can point you to the documents. | would have to have a
substantially longer think. The 400kV option was underpinned by an
environmental approach. We were aware that credible options only would be
assessed by the Electricity Commission. We are aware, as a company, that we
can only propose options that would, in fact, pass, or obtain resource consents,
which the process included assessment of environmental effects of the various
options. I'm not entirely sure those are documented, but | can reiterate, the
process, from day one, considered environmental effects, and in the engineering
company, of course, you would identify the options first before you considered
the environmental consequences, and | believe that is the purpose of
assessment of alternative solutions, at tab 5, and the process proceeded from
there to assess what those, what the costs and benefits of what those various
options were.”

“| have two questions emerging from that Mr Coad. Are you aware of any option
that was contemplated...that was rejected on environmental grounds?”

“I believe, later in the process...of course we reached conclusions that the 220kV
option was less preferable than the 400 option, to the extent that that is a
rejection of an option, that is possible, but | believe we kept that option as live, as
long as possible, to ensure we had options to consider against, and compare the
400’s benefits with, and to compare other options against.”

“The second question, coming back to the same theme Mr Coad. Your evidence
is, that Transpower reached the view the 400kV option was the preferable one, in
terms of environmental considerations. Are you able to point to the Board any
support to that statement in any of the materials that have been put before the
Board, or is that just your own view, without any substance or support?”

“| would refer the Board to the NOR itself, which does, of course, contain sections
on alternatives and options.”

“Yes?”

“I cannot, at this particular moment, refer you to a section in that NOR, but it does
contain the process we have followed to reach this conclusion. I'm sorry, I'm not
sure that I'm able to point you to a particular Clause or Paragraph in that NOR. |
can reiterate again, that the process followed...was to identify options, look at the
need, and best assess how those options met the need, including their
environmental impacts.”

“Well, I put it to you Mr Coad, on the basis of the materials that I've looked at,
including the NOR and all of these various considerations and (unclear) evidence
documents, that none of them word anything on environmental considerations
that had anything to do with this decision. This decision is to be made for purely
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economic reasons, all of these documents, were they not, to be produced to the
Electricity Commission process, is that not the case?”

“As I've explained, | believe the GIT process, the Electricity Commission’s review,
is more an externalisation of what Transpower, as a competent system planner,
would intend to do anyway, so much of what we...you see published, is what a
company of Transpower’s size would undertake internally anyway. The tests of
the GIT are more complex, but they are an external check on Transpower's
processes.”

“So, | take you to be saying, that there’s other materials that haven't been
produced by Transpower, internal memorandum or file notes of meetings or
some kind of shadowy decision process, which hasn’t been made explicit in the
evidence, which supports yours, Is that your evidence?”

“I'm afraid you're speculating on things I'm not able to answer. | doubt, very
much, there are shadowy memos in this process. We're always aware, this is a
process we try to undertake in a transparent manner, so | believe our arguments
are laid out in the documents we have submitted.”

“As far as you're aware, is Part 11 of the Act ever even mentioned...in any of the
documents referenced by Mr George and his evidence?”

“I'm not aware that Mr George is being called as an expert on the environmental
process...he is...| believe his evidence is targeted at the Electricity Commission
and its processes, so | would suggest that his evidence does not cover Part 11 of
the Act.”

“Well, his evidence covers, it seems to me, the process by which Transpower
decided to proceed with the 400kV option. Can you point to me...to who is going
to be providing evidence to this Board, as to whether Part 11, or whether the
RMA was even thought of, even part of the consideration at all, in reaching that
decision?”

“| understand that Transpower has offered a substantial set of witnesses to talk
about the RMA process. Ms Allan, in particular, will talk about the method of
analysis. Mr Taylor and Mr Campbell will talk about some of the other intricacies
of the RMA process, and there are numerous other witnesses on RMA issues.”

“So, are you saying that they provide evidence as to the environmental input
considered in reaching the decision to go with the 400kV option, or are you
saying that their evidence is about the ACRE model that came later?”

“Certainly, much of their evidence is about the ACRE model and the assessment
process by which that was applied to look at alternatives...two routes, I'm not
clear whether their evidence will provide any insight into the 400kV decision itself.
Of course, the 400kV decision was maintained as a live option and put before the
EC as a proposal, so the 220kV options, duplexing options, were all considered
in the EC proposal.”

“Did the EC proposal mention Part 11 of the Act?”

“| don't believe the EC proposal mentioned Part 11 of the Act specifically, | would
have to check, of course, to be sure of that, but it certainly maintained the line,
maintained our belief that options have to be credible for them to be built, for
them to be valid options for the Electricity Commission to review.”

“Am | wrong in thinking, that the Electricity Commission expressly made a finding
that environmental considerations were entirely irrelevant to its processes?”
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‘| believe that they used words of that form. | can’t remember their exact wording,
but the GIT is underpinned by options being credible options, credible
alternatives, options that can be built, and that would, of course, include obtaining
resource consents, or a designation, in this case.”

“But, as you said, there weren’t any options, that you were aware, that were
rejected on the basis that they weren’t credible, because they wouldn't go
through RMA processes, so that seems to be a bit of a hollow statement...would
you agree?”

“No, I don’t, | don’t agree. | believe that these options were viable, that duplexing
is a viable option, it just has a different set of benefits, the perception of what the
benefits of the RMA, the perception of the relative merits in an environmental
sense is, for my understanding, what this Board of Inquiry process is about. We
posed a set of options and it is Transpower’s proposal to proceed with the 400kV
proposal, and that is before this Board.”

“‘Would you agree, as a Project Manager, that, in general terms, in making a
decision to proceed with the 400kV option, that it is preferable to look at full range
of considerations, associated with economic, environmental, social, all of these
considerations, weigh them up and then make a call as to whether that’s the best
option to proceed with?”

“I believe that is the process we followed. | don't believe we found any particular
fatal flaw in any of these ones, in any of the proposals, which is why they were
proceeded with. If there had been..an environmental..an overwhelming
environmental factor, which would rule out one of those projects, then they would
have been ruled out...basis, they were all possible projects and they were
reviewed in detail.”

“So, you...think...agree with me, that that's the appropriate process to identify all
of the relevant factors and weigh them up, and then having weighed all of those
factors, make decisions to what, to what your options going to be, that's your
evidence?”

“| believe that's the process being followed, more than | agree with you. | believe
the process that Transpower followed, identified options, inspected them against
a range of criteria and proposed a solution, which is our proposal before this
Board.”

‘And that range of criteria included all of the matters that | have referred to,
environmental factors, social factors, or did they only include narrowed, economic
factors of what was the cheapest option?”

“No, | reiterate again, that we had in mind the environmental consequences of
these options very early in the process. Considerations of visual impact were
obviously on our mind, considerations of effects on corridors, the HVDC for
example, is perceived as having a lower visual impact, but in many ways it does
not necessarily have that impact, but it was kept as an option and reviewed.”

“Well, let's move on to visual issues, but before we do that, | just want to give you
one more opportunity of identifying any document before the Board, where you
say that weighing up exercise was done, in reaching the decision to proceed with
the 400kV option?”

“| believe I've answered that. At the moment, I'm not sure | can identify such an
option, or a document, which coherently summarises what | suspect you're
looking for, but | remind you of my previous answers, that this is a complex
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process and we underpin that process with consideration of environmental
impacts.”

“So, you'd be looking to Mr Taylor or Mr Campbell to answer that question, to
identify those documents, where you say that weighing up exercise was done, or
do you accept there isn’'t any document?”

“No, | don'’t accept there is no such document. | think you're asking me, | guess,
to...to potentially speculate on a document in a vast set of documents in a
complex process.”

“No, I'm asking you to clarify your evidence?”

“And, the evidence, | believe, says that there was an exhaustive process and in
my opinion, we've undertaken an exhaustive process, underpinned by
environmental considerations, from early in that process.”

“Okay, well, let's turn to visual impact. Who are the visual impact experts that
have been engaged by Transpower throughout this process?”

“Transpower engaged, early in this process, Montgomery Watson, and through
Montgomery Watson they have supplied visual experts to assist us in this
process. And, in particular, Mr Gavin Lister will be providing evidence later on
visual impact’

“So, what's the first point that you're aware of, that Transpower sought thoughts
from visual experts as to the relative merits of the options available in terms of
visual effects?”

“I'm unsure of that in detail. I'm unsure whether he was employed through
Montgomery Watson earlier or later, but Montgomery Watson were employed
early in the process to assist us through environmental considerations.”

“The first document I've been able to find, is one dated April 2007, which is
included with the Notice of Requirement. Can you point to earlier reports from
visual experts as to the relative merits of the various options?”

“| believe there is an extensive Montgomery Watson set of documentation. |
suspect it’s sitting on this table here, which has many details of the early process,
I'm not entirely sure that that’s public, it certainly appears to be tabled as part of
the evidence.”

“Are you aware of any documents that pre-date the decision to proceed with the
400kV option?”
“I suspect that's the question I've already answered today, that I'm not aware of

»

any.

“Turning to economic considerations. Is it your understanding, that the cost of this
project to Transpower is a relevant consideration for the Board under its
functions?”

“The extent of the Board’s powers and what it is considering, I'm not sure is for
me to comment on, there’s certainly a position to comment on the costs of this
proposal and the proposals.”

“How about economic impacts of the project on third parties. Do you think that
should be of relevant consideration for the Board?”
“By third parties you would mean...could you perhaps elaborate?”
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“People who would be adversely affected by the project.”

“I'm not entirely sure that is an issue that we have discussed before the Board. |
believe there is some evidence presented on effects on third parties, certainly
directly affected parties, we talk about social impacts and proposals from
mitigating social impacts, beyond the narrow extent of the easement itself.”

“Transpower’s statutory objective under the State Owned Enterprises Act, is to
exhibit a sense of social responsibility having regards to the interests of the
community, are you familiar with that statutory objective?”

“lam.”

“Does Transpower care about economic impacts on third parties associated with
this project?”

“I'm not sure the two questions are connected. Transpower must act exhibiting
social responsibility that is in the SOE Act, it also has a commercial obligation
that, in the SOE Act, to act effectively as a company would, to the extent that
Transpower has a long term relationship with communities and land owners. We
do care deeply about that relationship. It is certainly one we are trying to improve,
both on new assets, and on our existing assets.”

“Well, let's just take an example of someone who, and there’s many examples,
someone who is just outside the route corridor, who will suffer dramatic amenity
effects as a consequence of the project, and whom, under the law, won't receive
a cent of compensation, does Transpower intend to do anything at all for such
people?”

“| believe the process we've followed, to date, is our method of mitigating that
particular effect, the lines sighting has been designed to try and minimise effects
on other parties...the...| will point out that the line is, has been carefully positioned
to avoid as many houses as possible, as many view shafts as possible, but for a
long infrastructure asset of this sort, of course, it will impact on some people.”

“Yes, so is that just too bad for them?”

“| think that's a harsh way of stating that. We are, we have undertaken our best
efforts to try and mitigate those effects, and are offering further mitigation where
possible, to try and manage those effects.”

“You agree that there are just some situations in which those effects simply can't
be mitigated?”

“| would suggest, that there are circumstances where there are people who have
amenity value effect, but we have attempted to minimise that to the extent that
we possibly can.”

“So, if the Board was to reach a conclusion, based on the evidence, they will hear
that there are people who are going suffer significant adverse effects that can't
be mitigated by Transpower. Is there anything further you think would be
appropriate, on the part of Transpower exhibiting a sense of social responsibility,
behaving in a way that is consistent of upholding the interest of communities, or
is it just as | suggested before...too bad for those people?”

‘At present, we intend to continue to mitigate effects with parties outside the
direct easement. I'm sure you're aware, from the evidence, that we propose
mitigation finally for many parties, who are not, so called directly affected, so we
continue to be committed to mitigating these effects the best we can.”
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“And, if you can’t mitigate those effects?”

“Then | presume we're in a position where the presumed benefit of this nationally,
has occasion local detrimental effects, which are then mitigated. | would
reiterate...l would reiterate...that we have attempted, where possible, to site this
line and the sub-stations to minimise those effects. The length of time that it's
taken us to undertake this process is a reflection of the level of effort put into
trying to achieve that.”

“So, do | take it then, your answer is, well, that's just too bad?”

“I'm afraid I'm feeling you're trying to put words in my mouth, but the...I'l repeat
my answer. We have attempted to mitigate the effects, the national benefits, as
argued in the legal submissions, is substantial, they will leave some residual
detrimental effects in local communities, and | think that's where you...where
you're saying, there will be some unmitigated consequences.”

“Many other infrastructure projects of which I've been involved, there have been
efforts where effects can’t be mitigated, and one which springs to mind is the
Auckland International Airport and many other airports. It's recognised that new
infrastructure is going to create effects that cant be mitigated, and the
infrastructure provider has sought to address that by offsetting mitigation, by
setting up funds within communities to improve amenities by offering
compensation to specific people where...where they're obviously going to suffer
economic effects and there’s nothing that can be done about that. Is that even
being considered by Transpower as an option in this case?”

“There are probably two answers to that, two components in my answer to that.
Transpower has established a Community Care Fund, which is operational now,
and has, to date, contributed to a significant number of projects in the Waikato
region in particular. It is not a particularly significant amount of money in that fund
and it is targeted to improving local communities. And second answer, | believe, |
stated earlier, continued to be committed to discussing with parties what
mitigation measures there are.”

“Well, we're before the Board now, Mr Coad. Isn't it time for Transpower to have
finalised its thinking and to advise how it's going to, if it can’t avoid or mitigate
effects, how it's, at least, going to make an attempt to remedy the effects of this
project. Shouldn't it have come to the Board with a full set of suggestions in that
regard?”

“As | noted, the community fund has been in operation for some time, to the
extent that we could come to the Board with a fully formed set of
recommendations to mitigate the effects, it depends to the extent we can talk to
local communities and reach agreement on these sort of issues, I'm not sure that
we're in a position yet to have reached any agreement with any councils,
communities, of such a sort.”

“You've been consulting with some of these communities for four years. Have
you made significant attempts, in that regard, to reach agreements with these
communities and to come to this Hearing with a...with some views, has that even
formed part of the consultation?”

“| believe our commitment to community consultation continues, but in many
cases we have not succeeded in coherent outcomes. | point you to the Brownhill
decision, though which, was significant community consultation, with a well
organised and..set of representatives, and the consequence of that
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communication, that process, was an amendment of our proposal from an AIS
solution for Brownhill, to a GIS solution.”

“In your evidence, you identify that there is 315 properties that will be directly
subjected to the designation in this case?”
“Yes.”

“How many properties are there that is going to suffer an adverse effect, as a
consequence of the project, that are outside of that quote?”

“I'm afraid | can’t answer that, I'm not aware of that number. It would be, of
course, many more than 315.”

“Will any of the witnesses for Transpower be able to advise what that number is?”
“There will be witnesses that can advise a number, whether that's in their
evidence, 'm sorry, | can't comment.”

“Have you or to your knowledge...is...any of the witnesses going to be able to
advise the Board how many of that number are going to suffer effects that are
unable to be fully or partly mitigated?”

“That would be a very subjective issue for us to discuss. | think we could probably
provide details of the number of properties within a corridor, how they are
affected, are an issue that I'm not sure we could comment on.”

“Well, this is, again, an observation from other major infrastructure projects, the
roads as an example, where, generally speaking, the decision maker is given
some fairly detailed information about what the visual catchments are, what the
receiving environment is, in terms of what properties are...are going to be subject
to effects. | can't really see any of that analysis in the Notice of Requirement, and
| can't really see any of that analysis in the evidence that I've seen. Is that the
intention of Transpower in this case?”

“| think, in that question, you limited yourself to visual impacts, my answer
previously, | guess, was targeted at all impacts, and which, we’re not quite aware
what those might be. But, there is extensive evidence, | believe, in Mr Lister's on
visual impacts, including impacts outside the immediate designations, so if you're
referring to a visual catchment, | believe you'll find he has identified, in his
evidence, houses that overlook the line, and numbered those in his evidence.”

“So you're satisfied Mr Lister has comprehensively identified the visual catchment
effected by this proposal?”

“I'm satisfied that Mr Lister is an appropriate expert, and | would expect that he
would have undertaken a full and thorough analysis and that would be contained
in his evidence.”

“You've read his evidence presumably?”’
“I've read his evidence.”

“And, you're satisfied that he has produced an appropriate visual catchment for
the grid, that identifies the properties that will be affected by it?”

“You're now asking me to make comments way outside of my expertise, whether
that's an appropriate visual catchment or not. I'm sorry, I'm not happy to
comment on, | can comment on the fact that he’s...appropriate expert to present
evidence on those sorts of issues.”
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“Prior to Mr Lister’s evidence in this case, was there any earlier efforts to identify
affected visual catchments?”

“| believe the ACRE process, from the commencement, involved looking at the
visual effect of the transmission line. It is clearly an important issue, and you will
see in various parts of the evidence the refinement from an area, to a corridor, to
a route to an easement, and during that process visual input was important.”

“And that...you're satisfied that that process included, for example, topographical
analysis sufficient to identify potential visual catchments, or was it just a desktop
thing?”

“Much of that work was desktop, but in many cases, people were in the field to
the extent they could be in the field or observing from roads where they had
access. As you are aware, we do not have access to many properties, the extent
of the visual analysis is limited by that.”

“At any point in this process, has Transpower made any attempt to quantify what
the economic effects of this project, on the people it's going to impact on, or
going to be, is there any study you can point me t0?”

“There are various sorts of land ownership under the transmission line, | believe
in various sets of evidence the attempt to identify the consequences of those
effects.”

“Solely on people who had land over which the route itself passes?”
“In terms of the direct consequences, yes, we have discussed, attempted to
manage visual impacts outside the direct easement.”

“So, outside of that direct easement, has there ever been any attempt...attempt...
any attempt, on the part of Transpower, to attempt to quantify economic impacts
on third parties associated with this project?”

“There may have...well have been, but I'm unaware of that, | can’t point you to a
particular document.”

“Is there anyone who’s going to be giving evidence before this Board who might
be able to provide more assistance on that question?”

“I'm sure that you've now...that you've asked that question, we'll indeed have a
look for that evidence.”

“So who should | direct my question to?”

“I'm not sure | can answer that. Probably the most appropriate person would be
Mr Miles, who talks about the direct property costs and the acquisition process to
the extent that's relevant, and within that process there is a discussion of how we
value the impacts.”

“When Transpower made the decision to proceed with the 400kV line, it
undertook significant economic analysis, that's correct, isn't it?”
“That is correct.”

“All of that analysis was directed in question of how much the line itself is going to
cost, purely in narrow internal focus?”

“There is more evidence...more analysis than just the narrow...there is substantial
sections in the amended proposal, which address business confidence and
investor confidence, the Nett gains for New Zealand offers a substantially stable
and secure network, these costs are outside the direct cost of the project itself.”
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“But, no analysis, whatsoever, of what it's going to cost the communities, and the
owners...the land owners, through which the project is going to span?”
“I believe that I've answered that, | am not aware of that.”

“Does that strike you as a little one sided, or does it strike you as completely
appropriate?”

“It's perhaps not for me to comment on the appropriateness, but | reiterate a
previous answer again, that substantial efforts have been made to minimise
those effects, to the extent that this is a line that would not be a straight line,
which is generally the last cost line. We have tried to avoid many properties, we
have tried to avoid view shafts, it is an extensive and | think | used the word
exhaustive analysis, to get to that stage.”

“Turn onto planning issues, the statutory plan documents, when, as far as you're
aware, is the earliest time in the process that Transpower began to consider the
relevant statutory planning documents, District Plans and such, in the course of
developing its preferred option?”

“Again, | can provide an overall answer, in that the ACRE process, of course, had
to look at those sorts of documents to assess where lines could pass, but | will
probably refer you to the evidence of Ms Allen in statutory documentation and
planning requirements.”

“There was no planning input before Ms Allen became involved?”
“In what sense?”

“Input into analysis and relevant statutory planning documents, and how they
might impact upon what option you chose.”

“The design of the ACRE process and how it was operated and what it intended
to achieve, is dealt with in the evidence of Mr Campbell and, I'm sure, within
there he will be able to answer that particular question.”

“Turn back to Paragraph...Paragraph 36, are you aware of the recently
promulgated National Policy Statement?”
“I'm aware that policy statement has been promulgated.”

“You are aware that, among other things, that policy document is going to require
District Councils, in consultation with Transpower, to set corridors, within which,
development is going to be restricted around Transpower and its structure?”

Interjection
“| think Sir, if my friend’s going to be put that sort of question, you should take the
witness to the document, and show him the Paragraph...I'm not aware of that’

“l think that it's a fair request, because if you asked the witness a question,
without the linking it to a particular part of the document, it just becomes a kind of
a trap, and that’s not what this process is intended to be.”

“| accept that completely Sir. Is that the document, which is within the materials
that can be...(unclear)... or is that not an option it can be put in the hands of the
Board itself?”
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‘As | said yesterday, it's the number 1 in the casebook...one of the casebook’s,
Sir.”

“In the casebook, thank you. | wonder where that would be.”
“| can refer the witness to policy 11.”
“| have not got that document.”

“So, Mr Rice, have you handed the witness the document, which is behind tab 1
of the casebook or document that is behind tab 27?”
“Tab 2 of the summary of the case.”

“Is that the...reference Sir, | don’t believe there is, it looks like the policy that I'm
referring to is...”

“I've got another copy Sir, of the official document.”

“Yes, well, cross-examining Counsel is entitled to choose the format that he puts
to the witness, but it's helpful if we all know of which format he is putting to the
witness, and only putting to the witness the format as it was published in the
Gazette, Mr Wright, or is it the format from which it can be downloaded from a
website?”

“My apologies Sir, | didn't realise there were two copies in there, the Gazette
notice formats...the appropriate format... in tab 1.

“Thank you, Mr Coad, do you have the Gazette notice one?”
“Your Honour, | have one entitled issue by notice in the Gazette on 13" of March
2008."

“No, that's not the one that the Counsel...”
“Shall I, Sir, give the evidence.”

“Would you mind please?”
“You just take a moment to have a read of policy 11 there, Mr Coad.”
“I've read that.”

. Do you accept that on your reading
of policy 11?”
“| accept that is says,

“Do you think that the easement corridor, proposed by Transpower in this case,
would represent an appropriate buffer corridor under policy 11?”

Interjection. “Sir, it's not for this witness.”

“I really feel that, that's a question that could result in the witness being trapped.
I'm not suggesting that that was your deliberate intention Mr Wright, and we're
all, of course, struggling to understand this document, which has only been given
to us in recent weeks, but as my colleague Mr Rutherford brings to my attention,
the policy that you're asking the witness about, comes under a heading
‘ and |
really feel that the question that you asked of the witness, to which objection was
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taken, doesn't reflect that. Would you like to reconsider the way in which the
question is framed, so that it reflects the policy in its context?”

“Is the easement corridor that's proposed, sufficient, in the view of Transpower,
to ensure that the effects that can be generated by land owners outside of that
easement corridor, on the transmission line, are appropriately avoided?”

“| think, in this particular case, you are asking me to comment on something
which I'm not competent to discuss...this is not my area of expertise, in this
particular case. | can refer you to Mr Lake’s evidence, which sizes the easement
and discusses the issues for that easement.”

“If Mr Lake was asked that question and answered no, that there are further
restrictions that will need to be placed upon that landowners, would that be
appropriate for Transpower to make that explicit, at this stage, before the Board?”
“| think you firstly asked me to speak about Mr Lake’s answer, but | take your
question to mean, if there are issues outside of the easement corridor, would it
be appropriate for Transpower to raise those to the Board?”

“YeS'H
“I believe so.”

“So, it's fair...would you agree, Mr Coad, that the code for all of the submitters
who, in coming to the Board seeking an understanding of the impacts of this
project upon them, to have certainty that, outside of that easement, they can do
what they like on their land, subject to whatever other restrictions of the law might
impose upon them. That would be fair wouldn’t it?”

“Again, you're asking me to traverse areas of property law and easements, which
I'm unable to comment on, but again, | refer you to Mr Lake’s evidence, which
discusses the size of the easement, the effects, | guess I'll reiterate, that not all
the effects have been contained within the easement, the visual effect clearly
can't be contained in the easement.”

“I'm really just focusing upon on what people can do outside of that easement,
which presumably is, to an extent, in Mr Lake’s evidence, is what you can do
inside the easement, I'm really just asking you, is it fair for submitters to assume
that outside of the specific restrictions of the easement, Transpower’s not going
to come back at a later stage and say, we're actually going to impose a whole
more...whole grade of larger range of restrictions upon you?”

“| understand that we have set out, in our easement documentation, what our
expectations are and what we are effectively requiring, by agreement with people
who will grant us an easement, and | take your point to mean is that
comprehensive, did that cover all the issues, again, I'm afraid I'll have to refer
you to Mr Miles whose document discusses the easement contents, in the
easement agreement.”

“In your view, to take a hypothetical situation, to secure the designations, secure
all the easements that you require in terms that you require them, and build your
project, and then it comes time to implement policy 11, with respect to this
particular line. Would it, in your view, be fair or appropriate for Transpower at that
stage, to require a greater buffer area than it's sought already through this
process, to seek greater restrictions on affected properties that are already
achieved via the easement?”
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“l don’t quite understand that question, I'm hoping the witness will be able to, but
| don't see anything in this document, of which | confess I'm not very familiar,
which would give Transpower authority to require anything of anybody.”

“Yes, Sir, | take your point.”

“And, | quite understand, that it's a struggle to know what question that you might
be framing, in the light of this document, instrument perhaps is the right word. I'm
going to take the lunch adjournment now, and that will give you an opportunity to
review the document and see how you would like to form your next question, Mr
Wright.”

“I'd be grateful for that opportunity your Honour.”

“Thank you. We'll adjourn until a quarter to two.”

LUNCH BREAK

“Mr Wright, please.”

“Thank you, your Honour, | think, with the benefit of the break, I've decided to
pursue that line of questioning with the other witnesses, who might be able to
assist the Board a little bit further, so I'll move onto the next topic. Mr Coad,
Paragraphs 43 and 44 of your principal statement, you discuss Transpower’s
rationales for undergrounding part of the proposed transmission route in this
case?”’

“Yes.”

“Clearly Transpower has been keen to avoid overhead lines in urban areas. Has
that been a key consideration?”
“In densely populated urban areas, yes.”

“Is that solely a cost consideration or is there a genuine desire on the part of
Transpower to avoid adverse effects of densely populated areas?”

“| think, in Clause 43 of my evidence, | provide two reasons, one is cost, the other
is the ability to mitigate the effects of a transmission line are quite limited in a
densely populated area.”

‘| was struck by an observation made by your Counsel, Mr Winchester, in
opening on this point, where he said, in all but a few instances,

, and

the Board...| think it's safe to say the Board will hear some evidence about the
economic costs of undergrounding, is Transpower presenting evidence on the
benefits of undergrounding?”
“I believe, in Mr Wildash’s evidence, there is some discussion of the benefits and
the costs, not just the economic costs, but the costs to the environment of
undergrounding, and | believe, also, he discusses the liability issues of cables,
short & long length cables can effect system reliability.”

“So, what does, in your recollection, does Mr Wildash have to say about the
benefits of undergrounding?”
“I believe the benefits are reduced, visual impact.”
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“So, Mr Wildash is going to be providing expert evidence on visual amenity
impact?”

“ doubt that Mr Wildash is an expert on expert evidence, but his evidence does
refer to visual...less visual impact.”

“If Transpower’s desire is to avoid adverse effects on urban areas, would you
agree, that it would be desirable to avoid overhead lines in areas that are zoned
for urban development, but have not yet been developed?”

“I'm not sure I'm confident to answer that in particular, Mr Wright, the...we desire
to minimise effects, whereof the plans of councils, | believe that Ms Allen will
discuss the effects of Manukau district boundary, or urban development
boundary, to the extent we can minimise those effects, we have...there are, as |
think...| have mentioned Mr Wildash’s evidence, examples of the maximum of
length that we can install in cables, | believe that they're considerably shorter
than this particular case, but much...much...more extension, could start to effect
system reliability and that is detailed in his evidence.”

“You say, in Paragraph 44 of your evidence, that the location of the termination
point, between the transmission line and the cables, was principally established
based on the expected Manukau City urban development boundary. That's the
future of the development boundary, the expected...?”

“The siting of the Board of termination for the transmission line was undertaken in
some detail, as you're aware, | believe the Manukau City urban development
boundary is an issue of some contention, about where that may be, and how it is
being developed, and that is fully canvassed in Ms Allen’s evidence, it was a
principal determinant to try and avoid built up areas, for reasons I've outlined in
Clause 43 of my evidence.”

“But...and a desire to avoid future urban areas as well?”
“The extent that we have information available, that can be included in that
planning assessment, | believe Ms Allen has discussed that.”

“So, if Transpower were convinced, on the basis of evidence to be presented,
that there are additional areas along the route that will be developed within the
life of the project for urban purposes, would it be consistent with Transpower’s
approach that, should it concede, subject to satisfaction of Mr Wildash's
concerns, that undergrounding is appropriate in such areas?”

“| believe that part of the process this Board of Inquiry is to extract the information
that we haven't heard yet from consultation, but | would note that the decision on
Brownhill and the extent of the underground cable, was certainly made on what
we have termed multi-factor analysis. There are many other issues that set that
particular decision, so how the impact of more information may bear on whether
that is the correct site or not, I'm not aware, or can’t comment.”

“Turn back to the decision to adopt the GIS technology at the Brownhill sub-
station. You suggest, in your evidence, that that was done after Hearing
submissions or seeing part through the consultation process, Hearing feedback,
as to the likely impact of the sub-station, and also that you considered there were
some economic factors, which could justify GIS, are there any other
considerations relevant to that decision?”

“The principal issues considered were certainly the visual impact of an AIS and a
GIS at the site, the earthworks costs and associated geotechnical stability was an
issue, how the line interfaced with a GIS or an AIS sub-station, and the visual
impact of the line was an issue, the reliability of GIS versus AlS was certainly an
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issue, I'm not sure it made a meaningful difference, but a range of issues were
investigated, but of which’ | believe the predominant issue was the visual impact
of the sub-station.”

“During the consultation process, did you hear from interested parties about the
merits of GIS technology...Pakuranga sub-station site?”

“Personally, | was not involved in that particular consultation, but I'm not aware
that we had any feedback of any extent of GIS at Pakuranga, versus an AIS
solution at Pakuranga.”

“How critical, in your mind, is the decision to proceed with AIS at Pakuranga, was
the existence of an AIS (station) sub-station there at present albeit a much
smaller one?”

“I think the method by which a visual architect factors in the existing infrastructure
and how that is related to their decision is probably best explained in Mr Lister's
evidence. But, that site, of course, has had a sub-station on for a number of
years, and the infrastructure has grown up around that particular sub-station, and
probably has already to some extent mitigated the visual effects.”

“In your view, had Pakuranga been a new proposed sub-station location, would
you agree that there’s no real doubt for the proposed GIS sub-station rather than
an AIS?”

“No, | wouldn't necessarily agree to that. The GIS has been used in New Zealand
generally for contaminated sites, high salt pollution, and some inner city sites or
constrained sites with limited ability to build on. At the stage that GIS was being
discussed with the commission, we were uncertain whether AIS would fit onto
that particular site, we were subsequently able to demonstrate we could install an
AIS sub-station and appropriately mitigate the visual effects on that site, and
proceeded with that.”

“Have you read in advance the evidence to be presented by Mr Freke on behalf
of the Manukau City Council?”

“| have seen his evidence, | cannot confess to having read it in great detail, but |
have seen his evidence.”

“In it, he points to the fact that the Electricity Commission, in its decision, made a
strong recommendation to Transpower that it should pursue AlS rather than GIS
technology at the Pakuranga sub-station have you any insights in to why they
would have done that?”

“Again, | think you'd be asking me to speculate on their motives in this, but they
certainly have a view on risks and benefits and costs that | think they clearly state
in their decision on this, which | believe is in the amended proposal, in the
decision of the amended proposal.”

“Thank you, | have no further questions, your Honour.”
END OF QUESTIONS

“Thank you Mr Wright. Mr Gardner please.” (Federated Farmers - 1060)

QUESTIONS TO J COAD
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“Yes, thank you Sir, good afternoon to the Board and good afternoon Mr Coad.”
“Good afternoon.”

“Perhaps | could just start by referring you to page 8 of your evidence, Paragraph
27, you say in that, in Paragraph 27, that with the present infrastructure in North
Auckland and Northland regions will be securely supplied until winter 2003, when
the Northland regional load is forecast to peak at whatever it is, could you just
enlighten me as to what lines go into North Auckland and Northland regions from
wherever the point is in the Auckland region?”

“I'm considering this, on the grounds that I'm not sure. | could produce an
exhaustive list, | can certainly inform the Board that the Henderson-Otahuhu line
is a critical line traversing the western part of Auckland, delivering supply to
Auckland, and that there are a number of 110 lines of principal suppliers probably
through the Henderson-Otahuhu line.”

“| think you may have misheard my question, I'm asking you talk about...with the
present infrastructure, the North Auckland and Northland regions, will be securely
supplied until winter 2013, and I'm asking what lines go, | think from Henderson
is the point, of which, they exit Auckland and go in the Northland/Auckland
regions. I'm asking what lines there, that go from the Auckland region to the
North Auckland and Northland region?”

“I'm sorry, | probably can’t comment on that directly, | believe there’s a system
map with Mr Kos he’s now got, and | believe in the map book there is a system
diagram that shows all the lines exiting Henderson and going north.”

“So, okay, turning to Paragraph 12 in your evidence, you say there that the
work...in which is...you're outlining the history of the upgrade project there, and
you're saying that the work that was done, up until 2003 or something like that,

. Now, is it true to say, that the potential of voltage
instability and that sort of thing can occur, that occurs when you've got a what
you call an n-1 situation, other words there’s a line down already, is that correct?”
“| think now you're asking a mechanical engineer to discuss system planning
issues, which are much more appropriately and better dealt with in both Mr
George and Mr Boyle’s evidence.”

“Okay, thank you, perhaps just one more question on that. On that point you say
that voltage instability will occur at times of high system load, but if I'm correct as
to...I have interpreted Mr George’s evidence, that is, in fact, is done with both one
line down or one circuit down, I'm not quite sure which, and without the gas
generation plant in Otahuhu. Is that then considered base load?”

“I believe Mr Boyle and Mr George discuss what is called, the E minus G minus
one criteria, which is in fact...takes into a account the loss of a generator, in
factoring in security supply to Auckland, and then the minus one aspect of that is
the loss of a transmission component.”

“Yes, well I'm asking you that then becomes a base load that's available for
electricity into Auckland, so without the gas plant at Otahuhu, without one,
presumably the most significant circuit missing is...that would be the base load?”
“I'm sure, if | understand the term as you put it, the...it is the security criteria,
which has been agreed with the Electricity Commission for the basis for the
analysis.”
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“The question that I'm really leading on to, is that if there is supplementary
generation provided in Auckland to cater for the situation where there was a
failure in the generation plant in Otahuhu and the loss of one, presumably the
most significant circuit, then that generation, the extra generation in Auckland
would not be base load would it...would not be base load generation?”

“Peak load generation | think is your...”

“Second generation do you agree with that?

“I'm not sure | can agree with that, it's only because it's not my area of specialty,
but certainly any generation would have to be substantial of the order of
hundreds of megawatts not tens of megawatts, and would have to be extremely
reliable, and probably independent, in other words, one single 200 megawatt
generator would not be sufficient to supply, maintain supply.”

“But, with a...”
“But again, | just should refer you to the evidence of Mr Boyle and Mr George
who are experts in this area.”

“You'd be familiar with the proposal of a 240 watt...240 kilowatt...240 megawatt
plant, the proposal for that?”

“That is clearly an issue, which should be left to Mr Boyle and Mr George. The
implications of a single 240 megawatt plant would be completely on its
configuration how it's operated.”

“Well, I'm just asking if you're aware that there is a proposal for a 240
megawatt...”
“I'm aware of that.”

“And you're also aware, presumably, that the resource consent application for
that, is in the application for the plant that it can actually be increased to 400
megawatts?”

“I'm aware of that.”

“Thank you. Now, perhaps leading on from that, yesterday we heard, I think, from
Mr Winchester about...perhaps it was Mr Laing, | cant remember which. My
apologies Sir, but about these submissions on the adequacy of the consideration
of alternatives, and | think it's Paragraph 250...spoke about adequacy being, this
is actually a quote from the Environment Court Case, he spoke about adequacy
being...not being meticulous and not exhaustive, but sufficient or satisfactory.
Would you agree with me that, in consideration of alternatives, certain
alternatives you could reject fairly quickly, and other alternatives could be looked
atin a great deal more detail, or is it just a matter of principal?”

“I believe the lesson we have learnt through the Electricity Commission in the
process, is not to discard alternatives easily or lightly at an early stage, we now
progress those alternatives probably to a much greater extent than we would
have done in the past, to ensure that we are comparing alternatives in all their
particular assets, benefits and disadvantages.”

“So you're suggesting...”
“I'm not entirely sure that we discard these early in the process anymore.”
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“So you're suggesting that if, by way of an answer, that the consideration
Transpower gave was not adequate, is that correct interpretation?”

“I'm suggesting that the process that we have now ensures that we look at
alternatives in much greater detail than we may well have done in the past.”

“‘So that's the process for this particular...or have you learnt as you've gone
through the current process that...”

“This is the process we now have and | think in Mr George’s evidence you'll see
that. At least 11 alternatives, whether they are transmission alternatives or non-
transmission generation demand side, we considered in the original 2005
proposal ,a further 9 alternatives, | believe, were considered in the later amended
proposal, so an extensive number of alternatives looked at.”

“So...well, I'll just come back to my original proposition that, really some...let me
give you an example here, a frivolous one, we've all got alternators in our cars,
and you can buy them relatively cheaply and invert it...convert your battery to a
240 volt outlet to run your drill or whatever it might be...your (unclear),
theoretically | mean we could all drive our cars home at night and plug them into
the national grid and leave the motors running overnight that would be an
alternative wouldn't it...to supply...?”

“The basis on which an option was considered as an alternative, of course, must
be credible, and it must be able to be seen and planned on...relied on, so | would
imagine that that particular scheme suffers the disadvantage that demand site
management does as well, but it is difficult to co-ordinate a lot of people to do the
same thing at the same time.”

“But, you...I'll just briefly make a point | think in this particular line of questioning
is, that you'd be aware of the Electricity Industry Reform Amendment Act of 2004,
| think...”
“Which particular component of that Act is...'m aware there is an Act of that
name?”

“| think Mr Kirkpatrick alluded to it, it was possibly in your answer, but, in fact, that
was the Act Parliament bought in the Electricity Commission?”
“Yes.”

“But, it also bought in and it's in Paragraph 115, was the...was one of your
Counsel's submissions, it also bought in Section 3 (a) of the Reform Act didn't
it?”

“| don’t have that in front of me at the moment, sorry.”

“Perhaps | could just read it out to you, you may be familiar with it, even if you go
back to..so are you familiar with Section 1 of the...of the...of the...of the
what...are you familiar with Section 1 of the 1998 Electricity Industry Reform Act,
which separated, essentially separated out suppliers from Transpower, and
separated made the industry into sections?”

‘| cannot say I'm familiar with the Clause, | certainly understand the effect and
the consequence of the...”

“So, you agree with me, it's a fragmented industry, so, in other words, is
Transpower responsible for transmissions, the generators responsible for
generating, there was a lack of overall co-ordinating ethos if you like?”

“Im not sure that was the intent, | think it was more a market competition issue
that the...”

Sound File #008 - 011  Q&A Session Time Page 29 of 57



Mr John Coad
(Day 3)

Gardner

Coad

Gardner

Mr Winchester
Chairperson

Coad

Gardner
Coad

Gardner

Coad

Gardner
Kos

Chairperson

Gardner
Chairperson

Gardner

Coad

Gardner

Coad

27 March 2008

“Whatever | think happened was, and | think the format of 2004's amendment to
address an issue, by was by way of the Electricity Commission?”

“No, I'm not competent to comment on why the Government put to the Electricity
Commission, whether it was to address that specific Clause.”

“Well, let's look at one specific thing they did, and they introduced Clause 3 (a),
of the...of the...it goes into the Electricity Industry Reform Act 1998 Clause 3 (a),
and it says that

#

“I'll supply the witness with the relevant Clause.”
“Thank you Mr Winchester.”

“I've read that Clause.”

“Sorry?”
“| have read that Clause.”

“So you agree with me that this does empower Transpower to contract with an
electricity supply business to supply electricity and thereby defer the need for
investment in the grid?”

“It would appear to have that effect, but not aware of the whole Act, and there
certainly is a de minimus in the proceeding section, so I'm not quite sure what
that would allow Transpower to do.”

“Section 3 (a), | think, stands alone, doesn't it?”
“He really can’t comment on that Sir, unless he’s a lawyer.”

“Well, | think he’s entitled to tell us if he’s...if he wishes, what his understanding
is...what I...where | would stop questioning would be if it's...if it tends to suggest
that his understanding is incorrect. So, you may ask the question again Mr
Gardner if you wish, and the witness may answer it if he feels able to.”

“I think | can move on from where we are at the moment Sir.”
“Very well, thank you Mr Gardner.”

“Perhaps we can't. | might just come back to it actually, thank you Sir, just to
make sure. Is it your understanding that that Clause empowers Transpower to
contract to the electricity supply business, to supply, to generate electricity, for
supply, and thereby defer the need for Transpower to invest in the national grid?”
“It would appear to be the effect of that Clause, but as | noted I'm not aware of
the whole Act toward other requirements and stipulations it has.”

“Would you agree with me that being an Act of Parliament, and therefore being a
clear direction of parliament, that Transpower should give serious consideration
to such a alternative?”

“l believe we have, in the alternatives document, considered generation as an
option, the security supply into Auckland assessment of alternative solutions,
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which Mr Wright questioned me on earlier, which | had the chance to read in the
break, does talk a lot about generation alternatives and options.”

“But, have you specifically considered that particular ability to contract?”

“I'm aware, in a general sense, as part of Transpower, that we're exploring
options for contracting with generation companies, but again, I'm not aware of
our limitations for those and | certainly can't comment on whether that would
make a difference to the supply in Auckland. The generators themselves, of
course, are incentivised to invest, and if they choose not to invest there would,
presumably, be an extremely good reason why they have not done so already.”

“I'll just refer you to Paragraph 16 of your evidence, you say, | think, in the
second part, you say,
! ...| take that to mean generation. 1!

. That suggests to me that you haven’t taken into consideration
the fact you've got the power to contract the generator to provide electricity?”
“The...Transpower at the early stage in this process issued a request for
information document, seeking other alternatives, including from generators of
which that...there was no particular commitment to any particular method of
payment, so if they had chosen to have an option available, they certainly could
have raised it in that process.”

“Would you yourself initiate, by going to generators and saying, here we've got a
contract we need, we need an alternative, we need another power source to
Auckland, what other alternatives can you put up if we commission you to do
that?”

‘| believe that RFP effectively undertook that, and effectively sought information
from all parties on their options that they had available whether they could meet
the need that we identified.”

“| take that to mean you didn’t actually initiate the process?”

“| can’t comment on the actual process, but we went and talked to people in
detail, and | can comment that the RFI was issued, and the responses are dealt
with, | think, in others’ evidence.”

“Well, 'm just going to turn to another topic now, thank you Sir. I've got it headed
up, $ $ . So, you agree, | think, by way of
your supplementary evidence, Paragraph 5, that farmers will be directly affected
by the project. So, | will indirectly say that farmers will typically prefer high towers,
longer spans and thereby reduce the effects on land productivity, there’s actually
a suggestion that the line will have effects on land productivity, would you agree
with that?”

“In some cases real, and in some cases perceived effects, yes.”

“So, there will be some real effects somewhere?”

“Well, as an absolute minimum, the towers themselves create an area, which is
more difficult to utilise, and there are some restrictions in the easement document
on land use underneath, so there is some effect on farming.”

‘And you had a long discourse earlier with Mr Wright about Part 11 of the Act.
Essentially, I'll go so far as to give my interpretation if | may of Part 11, which is
essentially that the overall goal if you like of Part 11...of the overall goal...of the
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Resource Management Act is promotion of sustainable managing. Is that, would
you agree with that, or be in position to agree with that?”

“I'm afraid, again, you're asking me to comment on what the purpose of the Act
is, and I'm not sure that | can do that. I'll take your word that that's what is says.”

“But, you can...you'd agree with me that, | think you went so far as agreeing more
or less with Mr Wright, that Transpower should in its efforts of development to
deliver power, to get power to Auckland one way or another, should go about it in
a way which promotes sustainable management, would you agree with that
proposition?”

“| think that we accept that there are impacts of this line on the underlying land,
and that's a compensation issue, but I'd also note that we believe the line itself
enables sustainable developments, sustainable resource use.”

“Yes, | think the arguments that your Counsel advanced for you yesterday, was
that it does, in fact, promote sustainable management by delivering the benefits
to one area of the country, which outweigh the costs to another part of the
country, that seemed to be the thrust of what | heard. Does that coincide with
your understanding of how it works?”

“The transmission line will enable all connection of renewable generation, and
that's well covered in the evidence and also in the legal submissions at the extent
that it provides that benefit. Yes, | agree that is delivering sustainable...an
increase in sustainable, sustainability in general, | guess. I'm not quite sure that's
answered your question.”

“Yes, well, I'll perhaps take it a bit further by saying, you do agree that there are
impacts on farms as you go plodding away across the countryside?”
“Yes, | agree that...”

“Would you agree with me, that Transpower should do its utmost to mitigate
those effects?”

“| believe we have extensively attempted to mitigate effects by the siting of the
line, by the choice of towers, by the spans, by the conductors, by the many parts
of our decisions, so yes, | think | am agreeing with you that we should attempt to
minimise the effects. And, | believe we have attempted to minimise them rather
than...just, we should.”

“Wouldn't it be promoting sustainable management, and | think part of
Transpower’s case yesterday was that compensation issues aren't relevant in
consideration for the Board, wouldn't it be relevant though that where you can't
physically offset the effects of the line, wouldn't it be promoting sustainable
management to offer ongoing compensation for the loss of production, which will
be ongoing for the farmers in the line, wouldn't it be...wouldn’t that promote
sustainable management, wouldn’t that help mitigate the adverse effects if there
was an ongoing compensation, in other words manual payment?”

“| believe you're raising the issue of manual payments as opposed to a one off
payment, and that is clearly an issue, which farmer’s have a strong view on, and
an issue Transpower, | think, fully explains in Mr Mile’s evidence, certainly there
are risks both ways and are much better explained by his evidence, and I'm not
sure if | can, therefore, agree that it is absolutely necessary for us to link our
compensation to an ongoing payment.”

“Would you agree with me though, that the production losses of the farmer who
will suffer, will be ongoing, won't they, they're not just one off?”
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“You're now asking me to comment on whether a single payment can recognise
that, and to the extent that we believe our approach takes into account the
valuation impact on the land, which should be reflected in the value at the time.
We believe a one off payment, | believe, will effect that, so you are now, as | said,
definitely taking me out of my area of expertise, and I'll refer you to Mr Mile’s
evidence.”

“The payment at the moment is...the payment offered at the moment though, is a
payment for the easement though isn't it, rather than the loss of production?”
“But, the valuation the easement takes into account...the production and the
effect on the valuation of the land.”

“Right. Perhaps I'll just come back to where | started on that though, you'd agree
with me that compensation where the mitigation can't be made up by physical
mitigation, the compensation could be used as an offset to mitigation if you like,
and therefore is relevant to the consideration of the Board in these proceedings?”
“Whether it's relevant to consideration, I'm unclear on, but | would remind people
that the process, to date, has resulted in a substantial number on tower moves,
we have undertaken with land owners, to mitigate the effects on that line | think
we quote a number of two thirds of the towers have been moved, that is in direct
request with the land owner, to minimise the effects on their land.”

“Right, well, you mitigate them to some extent, | think, but there are ongoing...you
said yourself, in your evidence, there’s ongoing loss of...there’s ongoing costs to
the farmers, which hasn’t been mitigated, they might have been minimised the
best that you can, but they still, and part of, | think, your case is this, and you
haven't been able to mitigate all the adverse effects, that's correct isn't it?”

“And, | think, as | have noted, the valuations intended to compensate for that
particular issue.”

“Yes, alright. Just one final point...one final point...just on the landscape issue
that I, again, see how we go with this but, are you aware of studies that have
been done that show peoples’ appreciation of landscapes, and they appreciate
natural bush areas very highly, but they also appreciate, almost as highly, open
pastoral rustic ideals if you like, in other words a rural...a productive rural
scene...productive rural land, and that's valued very highly on a landscape basis
in studies that have been done, are you aware of those studies?”

“No, | wasn't aware of that.”

“Okay. Thank you Sir that's all | have.”

END OF QUESTIONS

“Thank you, Mr Gardner. Now, Dr McQueen, please.” (1076)

QUESTIONS TO J COAD

“Good afternoon to the Board, and Mr Coad.”

“‘Mr McQueen.”

“| might start by asking the Board to provide me with guidance, as a laymen, for

cross-examination of these witnesses, | may stumble into areas that | shouldn’t
be stumbling into so, | hope you will correct me if that’s the situation.”
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“Very well Dr McQueen.”

“The first question | might ask you and | think this has probably been covered
already, is your role in this project primarily that of Project management?”
“Itis indeed. Yes.”

“Thank you. In section 2, and I'll refer to your evidence as we go through here,
are you a certified project management professional under the auspices of the
PMI institute?”

“No, I'm not.”

“What are your specific project management qualifications?”
“ have no formal project management qualifications.”

“Have you ever managed a project of this size previously?”
“No, | haven't.”

“‘What would be the largest project you've managed and had complete
responsibility for, prior to this?”

“Probably not particularly relevant to this, but the project management of the Risk
(unclear) Security Committee years ago was my major responsibility. This is an
industry development, not an asset related project.”

“And what...”

“Subsequently to that, | managed the design initial phase of the project, so the
early investigation, design phases...the...what you would call the conceptual
design initiation of what solutions we have for multiple projects across the
company.”

“What would be the dollar size of the largest project that you've personally
managed?”

“It's probably...it's probably confusing if | refer to dollar size in particular.
Transpower is structured very much to have a front end phase, which looks for
the right solution, investigates those solutions, compares the options, and at the
end of the project hands those solutions to our build side of the company, who
then proceed to project manage that up to completion, so in my predominant
background, | haven't been involved at the front end of that project in that phase.
So, the dollars or projects | have managed, would be multi-millions of dollars, but
my component of the management, my delegated authority if you like, would
probably reside in the 2-3 million dollar area.”

“Thank you. Moving down to Paragraph 9, you mention in the second to last
Paragraph...in the second Paragraph...that the Upgrade Project will be
constructed overtime to meet the forecast increased electric...electricity needs,
are you an expert in forecasting demand?”

“No, I'm not.”

“Move down to Paragraph 18, and in that...you say that...you talk about the
existing supply to the Auckland region. Il start from, | think, the second
sentence. The path from Huntly consists of three 220kV circuits and the path
from Whakamaru generally to the east of the Huntly circuits, consists of a further
three 220KV circuits?”

“Yes, that's what | stated.”
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“If | could refer you to this map book?”
“Which particular map Mr McQueen?”

“You can view this one, but there’s no page numbers on this but...If | could just
guide you, this is not a significant point, but if | could just guide you, my
understanding is that there are two Whakamaru A and B lines, but they’re each
single circuit lines.”

“Yes.”

“And a Whakamaru C line, which is a dual circuit line?”
“A double circuit line, yes.”

“So, that adds up to four?”
“In our terminology it would be three lines, four circuits.”

“You talk about 3 circuits in your evidence?”
“The path from Huntly consists of three 220kV circuits, is that the section you're
referring to?”

“Sorry?”

“The path from Huntly, or the path from Whakamaru to Huntly, there are multiple
changes at that particular point, you've got lines coming from Huntly, so I'm not
quite sure what your question is, which of that Paragraph your questions were
referring to.”

“Well, I'm after the...well the thing was this...the further three...the path from
Whakamaru, generally to the east, consists of a further three 220kV circuits, is it
not correct that there’s four circuits from Whakamaru to Auckland, according to
the map?”

“There is a...two direct circuits, the Whakamaru A and B, and | believe the further
direct circuit, which is on the Otahuhu Whakamaru C line, and the circuit to
Whakamaru from Huntly then becomes a Huntly to Auckland circuit. So, | think
we're arguing about definition of circuit names. There are three circuits direct to
Auckland and one to Huntly that then proceeds to Auckland. So, in your
argument there are probably four circuits.”

“So, you would agree there are four circuits in existence from Whakamaru to
Auckland?”

“One via Huntly.”

“One which stops in...”
“It goes into Huntly and comes back out again, at present though the Ohinewai
switching station is intended to connect that “T” in a different way.”

“Thank you. Moving on to Paragraph 21. Can you be...clarify, exactly what work
is intended on the...in Paragraph (a) of that section...the upgrade of the Otahuhu
to Whakamaru C line?”

“The Otahuhu-Whakamaru C line, the path of the Whakamaru C line as we've
just been discussing is divided in a number of sections, there’s a section from
Otahuhu to Huntly, and a section from Huntly to Whakamaru, one part of that line
has already been thermally upgraded, which means attempting to run conductors
at a higher voltage...a higher temperature, which | believe has been referred to in
the legal submissions and | believe will be referred to later. The remaining part of
that circuit is to be similarly...or was planned to be similarly upgraded, and how
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that is upgraded in the extent to which that would improve system performance,
is s0 an issue of understudy.”

“So, the matter of fact of what you refer to as the upgrade of the Otahuhu to
Whakamaru C line will be a somewhat increase to the capacity of that line?”
“Some technical, some permanent but, not significant increase.”

“I'm just wondering about the words you're using of upgrade, there has been
some discussion in the past of whether that particular work is an upgrade or a
maintenance operation?”

“I'm not aware of that particular debate for that particular line, | am aware it is a
general debate, yes.”

“So, in your view, that is an upgrade?”

“No, I'm...I can...I can inform you of the works that were originally planned, and
as | already said, those works are under study at the moment to assess what
could be done on that line, the extent to which, that legally...that becomes an
upgrade, for an up rating, | guess, would depend upon what works were selected,
s0, I'm not quite sure where we're at, at the moment, for that particular study.”

“I'm just referring to your use of the word upgrade, if you could clarify upgrade or
operating maintenance”
“It would be the increase to the thermal capacity of a transmission line.”

“Okay. Thank you, moving on to Paragraph 27, you...in the sentence, which
concludes %" ,
what basis of that are you using for that forecast, 2007 SOO, for example?”
“Given that this is the NAaN project, which is now underway, and is
being...approval is being sort for this through the EC, | would imagine 2007 SOO
is being used, possibly the draft 2008, I'm sure it will be the 2007 SOO.”

“The reason for my question is, that there has been much loose use of the word
in the increase demand and load growth and so on, and the Electricity
Commission did do a lot of work producing the 2005 SOO and 2007 SOO, and, in
fact, quantifying what those demand forecasts were and | believe Transpower
accepted those, and | just wanted to know whether the numbers that are
occurring in your evidence here, are based on Transpower's own internal
forecasts or the 2007 SOO?”
“As...excuse me...as | understand, the electricity...government’s rules, and this is
not an area of expertise, but in this particular case, | just happened to remember
the rule, we...Transpower is obliged to use the SOO issued by the Electricity
Commission, though it has the right to offer an alternate view on that SO0, so the
Electricity Commission can debate or decide if it's valid, possible also of use is
that the SOO is a general demand forecast and the regional implications of that
forecast are informed very much by Transpower’s view on that decision.”

“I'm going to interrupt you Dr McQueen, but over the last 2 or 3 questions and
answers you gentlemen have been using a code word, which is only imperfectly
understood on the bench, and it's important that you should know that however
interesting the conversation was between you, it didn’'t get far with us. | think | did
at one stage try and trace in the absence of a glossary the meaning of this
acronym SOO, and I've already forgotten what the meaning was, and | think
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some of my colleagues are a bit befogged by it as well, so would you like to help
us with that or would you like to go to another question?”

“I'd be happy to help give you my understanding of it. The SOO stands for
Statement of Opportunities, it was a process the Electricity Commission started
to provide a basis on future demand growth and generations coming on stream
and so on, and that's...it was actually inferred as a contentious part of the
Electricity Commission decision as to whether the 2005 SOO or the 2007 SOO,
which was lower, should be used for area of demand forecast, so, in terms of
asking Mr Coad, which he used, | was trying to find out whether it was the higher
demand forecast that's reflected his evidence, or lower one that was published
by the Electricity Commission 2007.”

“Thank you Dr McQueen, you've told me what you intend by that word when
asking questions of the witness, and now one of us should ask Mr Coad what he
had in mind when he used that word in his answers. Mr Coad.”

“Your Honour.”

“Your views for this word, and you understood it in the questions, in what sense
please?”

“| understood that Dr McQueen was exploring the demand forecast, which was
contained inside the SOO, or Statement of Opportunities, so | think | agree with
him, that |...| believe we had a mutual understanding of that.”

“Thank you, well, that's helpful, and | imagine that here will be a temptation for
similar exchanges to occur in the course of these proceedings, and I'd just ask
that those involved be aware that the members of the bench...the members of the
Board, may not understand all of the technical terms, particularly where there are
abbreviations...and Dr McQueen may | invite you to continue with your question
please.”

“Thank you, your Honour, | must say that my own personal background in the
computer industry is rife with acronyms, so | will try to avoid those.”
“Thank you.”

“Right. Moving on to Paragraph 32, you mention at the end of that Paragraph an
integral part of the overall solution to maintain reliable bulk electricity supply for
the upper North Island, is there an understanding of the difference between
reliability and capacity?”

“By whom?”

“I'd ask, in your view, would you separate those two terms, would you say they
were identical or that they have different aspects?”

“Again, similar to our discussion on the SOO, | think some clarity around
reliability, security and capacity is probably warranted. Capacity generally refers
to the total available capacity of a transmission line to deliver energy. Reliability
refers to its...I guess, mean time between failures and how often it can deliver
that, and security is more a measure of resilience, and that is, if an element fails
on a transmission system, will the transmission system continue, they are distinct
concepts.”

“Thank you, | would agree, generally, with your comments, what's...| would like to
get to the case, | guess, where, if you would be intuitive, if Transpower were
proposing a capacity increase, that reliability would alter, then | put to you the
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question. Is there a situation where a line, such as a 400kV proposal into
Auckland, having a much higher capacity, could actually reduce reliability to a
number of factors, some which you...to as underground cables and so on?”

“The intent of this line and, | think, it is well discussed in much of the evidence, is
to ensure the overall reliability as the whole chain, from the sub-station in
Whakamaru through the transmission line, through the cables and the sub-
stations at the far end, is of a high level, is the total chain of reliability, not just
any within any element within that, and therefore the reliability of every
component in that has to be of a high reliability as well to deliver that. | think
you're asking whether there could be a reduction in reliability by installing a new
asset, and | think we have every intention of maintaining or increasing the
reliability of the system, and further, as we approach periods of peak demand, of
course, security starts to drop, not reliability, because reliability is the
fundamental performance of the assets caused by wind, snow any other event,
that the security of the supply starts to become threatened.”

“| ask this question because there probably will be evidence introduced in the
submitters’ area on the issue of reliability versus capacity, so I'll just ask for one
clarification Is there a possibility where capacity could be increased by ten
percent and reliability capacity go down ten percent?”

“Theoretically, | could completely conceive that that would be extraordinary bad
engineering, especially when this...an attempt to increase the reliability of our
system, it has been a goal of that...to ensure that occurs, so we would hope that
we had taken into account those reliability issues in the design.”

“Thank you. Paragraph 34, you have chosen a mix of overhead and underground
cables, and there were some comments earlier on that...addressed that, would
you agree that choice of overhead lines is because it's the cheapest construction
alternative compared to underground?”

“For long distance transmission of this sort, it is clearly the cheapest by a
magnitude, but there are also issues of reliability associated with long cable
circuits, which bear on that decision, and certainly, | think we have published
papers on that and it is canvassed in the evidence of Mr Wildash as to maximum
length of likely circuits that would deliver the reliability we are seeking.”

“There is some conflicting comments on the relative cost of underground
to...overhead...overhead cables. | think Mr Kos had a number of ten to one, your
evidence | think yours was five to fifteen, but your further testimony said that
in...when taking land value into account, those values could be about equal, have
| got that right?”

“| suspect that's...I would have to think some more to be absolutely accurate, but
| expect that's a good summary of the variations of costs for cables and
transmission lines.”

“And the one thing that occurred to me when you were talking about that balance
in the built up areas between underground cables and overhead lines, but
because of the land value cost your costings for this line, obviously going through
rural Waikato, for example, take into account current land values, other than land
values that might develop in the next ten or fifteen years, so | would like to have a
nice photo, which would show work per year for the northern part of the line, as
being twenty years ago green fields and today being full of lifestyle blocks and
small residential development. Is your model trying to balance underground lines
...the economics of underground lines versus overhead lines, tied to a narrow
present day view of land value, when in effect you should be looking at land

Sound File #008 - 011  Q&A Session Time Page 38 of 57



Mr John Coad
(Day 3)

2.44 pm
Coad

McQueen

Coad

McQueen

Coad

McQueen

Coad
McQueen
Coad

McQueen

Coad

McQueen

27 March 2008

values five, ten, twenty years out, and perhaps extending the potential for
undergrounding, well beyond the boundaries that you selected?”

“The risk on me commenting on compensation values again, | believe the
compensation is intended to reflect the degradation of the land value, and on that
basis, it should reflect what are purchasers willing to pay now when they move
onto that property, and perceive that land value as it grows in the future, having
been paid for its value now, that's the first part of the answer. Secondly, the wide
range between five and fifteen is due to two issues, the underline topography,
obviously, transmission lines can span rugged country very easily, cables can't,
so the range is often set by topography. And, further in Mr Wildash’s evidence,
he discusses, in quite some detail, that the...those particular cost ratios can
depend substantially on the line itself, that the cost of line in a open flat area is
considerably different to a line in rugged country as well so, those relative ratios
can be confusing, but that's the range, and we certainly are of the opinion that
we're at the higher end of the range in our particular areas where we...where the
issues of underground have been discussed.”

“So just to clarify that, in a situation of let's say zero land cost, that range would
be five or fifteen times more expensive for undergrounding to overhead?”

“I'm not sure that land value is necessarily the predominant issue, the cost of
cable can be at 220 anyway, is of the order of ten or more times. | would point
out that 400 cables is even more expensive, probably outside the fifteen ratio,
possibly even nearer the twenty ratio and Mr Wildash will explain that as well, but
| think the dominant issue in those costings, is the cost of the cables and the
insulation cables, which roughly runs of 10-11 million dollars per kilometre for
underground cables. So, that is roughly a factor of ten out of 220kV, initial 400kV
cable line we're predicting, if approved, that would be in the order of 1-1.2 million
per kilometre.”

“Okay, those are helpful numbers, those aren't in your evidence, | don't think, are
they?”

“No, but | believe that Mr Wildash will discuss in much more detail the relative
costs of cables and transmission lines.”

“Okay thank you. Paragraph 39, you say that one earth wire will contain optical
fibres to provide communications capacity for the operation of the proposed line
and the grid, the implication of that statement is that there will be no other
commercial use made of that fibre optic capacity, is that your understanding?”
“That is my understanding.”

“So there will not be any on selling of that capacity to third party communication
providers?”
“Correct.”

“Paragraph 40, you mention the weights of the towers, of the towers ranging from
12 tonnes to 54 tonnes, is that just the steel of the towers or is that including the
concrete bases?”

“That will be the steel weight alone.”

“l did some rough calculations and I'm assuming 30 tonnes per average tower to
come up with over 429 towers is something like 12,870 tonnes of steel, is that,
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would that be roughly...'m not asking you to be a human calculator here, but
would that be roughly your understanding?”

“| don’t know but the...maybe what might help, is that the traditional transmission
line design attempts to install as much of the line as possible into what's called
suspension towers, which are the lightest of towers. So, assuming 30, maybe
over the average weight, that I'm not aware of...so | can’t comment on whether
your number is correct.”

“But, it would be somewhere between that, 12 and 50 but you're suggesting,
maybe instead 30 you're suggesting 25 or something...?”

“It is a considerable number of tonnes of steel.”

“Thank you. Paragraph 45, no, we probably won't go through Paragraph 45.
Paragraph 48, you talk about a trench towards the end of that Paragraph, a
trench of approximately 1.5 metres width and 2.2 metres depth, it's been the
design of the underground cables to both...from Brownhill Rd to Otahuhu and
Penrose is that correct, you will be laying the trenches rather than inducting?”
“For the predominant part of the work, the cables will be in trenches, as we refer
to as a short section of existing cable tunnel, which will be re-used, so they won't
be installed in ducts.”

"So of the...I think it was six and nine kilometres roughly is that correct, most of
that will be in trenches?”

“From Brownhill to Pakuranga, the majority of the route is in trenches, apart from
that very short section of cable tunnel, yes.”

“Well, | address this to you as the Project Manager...| would ask you, as if was a
Project Manager, in trying to facilitate future upgrade, when the second set of
circuits have to be added to that route, and perhaps when the third and fourth
lines have to be added when it's energised the 400kV, would it not make much
more economic sense to lay duct work in the first instance, to minimise the
disruption with streets and whatever when further cables are added, rather than
just ploughing in to a trench, backfilling the trench then having to come along and
either provide other trenches or rip that trench up and overlay?”

“The evidence, certainly, | believe, | refer to in general, and it will be dealt with in
more specific as the route options out at Brownhill for the cables. We have
consciously two separate rigs, so, there is no common area where we would be
coming back and installing cables later, so the Brownhill route, the route from
Brownhill to Pakuranga, traverses one route. The route from Brownhill to
Otahuhu is a completely separate route, so, there would seem to be no
advantage in installing ducts now and not opening the same hole in the ground.”

“So, as | understand, there’s one route from Brownhill to Pakuranga, and another
route from Brownhill to Otahuhu?”
“Correct.”

“Is that correct? And your evidence is that the cheapest way of doing that in the
first instance is to do that in trenches rather than ducting?”

“Itis certainly cheaper to doing trenches and certainly, internationally regarded as
the best practice to install in trenches. Ducts are used for a different purpose.”

“Would the cost of the ducts, if we were looking forward and anticipating the
future upgrades of this line once it gets 400kV, would the future costs of installing
ducting rather than trenching, add significantly to the overall project cost?”
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“I'm not quite sure we're talking on a common basis, there is no...there is no
shared route, we will be installing the 220kV cables to Pakuranga now, direct
buried, and will be installing the other ones later, direct buried. There is no
advantage in a duct, it has a detriment, in fact, installing cables in ducts, so, we
would prefer to install them this way. | think you...it would appear you have a view
there are more cables being installed and | think we have described all the cables
that we intend to install in this submission.”

“Including the ones when you want to energise the 400kV?”
“Correct.”

“My question, | guess, was whether some upfront cost avoidance had occurred
with the decision to trench rather than use ducting?”
“No, trenching will be the preferred option, | think, for most utilities.”

“Thank you. The...Paragraph 54, and this is really a question of clarification, is
GIS, in your view, better than AIS, once relative costs have been considered and
reliability and so on?”

“| think there, like anything...any technology has some advantages and
disadvantages, we...Transpower’s relatively neutral on GIS versus AIS, but as a
significant cost difference, we would probably consider installing GIS as we do in
areas where there is high environmental possibility damage to the assets, so it
has that advantage. Its disadvantage is that it can, if poorly installed, lack
flexibility, but | would expect that, we believe, that either is an adequate
technology, on the basis of that we would use the lower cost is prudent. The
move to Brownhill GIS was driven by visual issues, as you heard me answer, Mr
Wright before.”

“What was the relative additional cost of the GIS at Brownhill over the previous
design for AIS they've taken away the land reformation and possibly...”

“I believe, and | would have to review, but just to be very careful, I'll give it to you
in round numbers. | believe it's in the order on a NPV basis across a lifetime.
We're now talking about, in the order of a 25 year difference between an initial
investment and a final one. | believe, we're talking about three, four, five million
NPV, and, in fact, it probably increases our initial costs to do that. We spend
more money now than we would do under the original AIS proposal. But, we
create an environment within which we can install GIS in the future.”

“So the Net NPV cost for that GIS over AIS decision was in the order on three to
five million dollars?”

“Of that order, it's not tens of millions, the typical cost difference between AIS and
GIS for instance Pakuranga, may be in the order of twenty million. That would be
the cost premium to go from AIS to GIS.”

“Now, in that Brownhill decision to go to GIS, that was done after the Electricity
Commission gave its interim decision, in early 2007?”
“It was.”

“Were those costs folded back into the Electricity Commission decision or was
that a previous part of the contingency cost?

“We have confirmed that, within our analysis, that we can do...undertake that
work within our budget and prove budget for this project.”
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“The number you mention, with respect to the difference between the 400kV
proposal and the super 220kV proposal that was put up before the Electricity
Commission when it made the decision to approve the 400kV, was something in
the order of ten million dollars NPV?”

“I'm not sure | am aware of that, this is the difference between the two options, a
big 220kV line and a big 400KV, is that right?”

“Yes.”
“I'm sorry I'm not aware of that cost.”

“If you can...just your understanding, | realise you haven't got the numbers at
your fingertips but the order...”

“| think | understand now, in terms of the EC opinion, the two options that they
were considering very last was of the order of eleven million dollars difference.”

“So, this GIS decision, actually may...could have a major impact on the narrowing
of that window to approve the 400kv over the super 220kV?”

“That presupposes that we would not have to do the same thing for the 220,
which, of course, we would. The same issues of visual effect would apply.”

“Thank you. And, just carrying on to Paragraph 57, | think it is, all along the same
AIS, GIS issue you've chosen to stay with AIS for Whakamaru?”
“Yes.”

“And does that mean that Whakamaru isn’'t as environmentally sensitive as
Brownhill, or the reason to not to go to five million dollars, 3-5 million dollars of
cost?”

“As | mentioned in a previous answer, there is significant earthworks differences
in Brownhill, which contributed to the cost difference being smaller, but, yes, at
Whakamaru north, as at Pakuranga, the advice from our visual landscape
architects is that an AlS sub-station is acceptable.”

“| guess, my view, I'm also an engineer from a long time ago, is if you've got a
better technical solution, one that may cost a bit more, you would go with that
system wide rather than having old technology in one place in Whakamaru and
new technology in another place in Brownhill, especially for exchange and spare
parts and those types of things?”

“| believe that, again, that presupposes the benefits all on one side, there are
benefits to our AIS sub-stations, minor as they may be, certainly pose an
earthquake...in reconfiguring an AIS sub-station is considerably easier than GIS,
which could potentially be totally destroyed. It is a trivial example, but it is an
example of benefits on either side.”

“Okay, thank you. Now, going to Paragraph 61, as a Project Planner and Project
Manager, as | understand project management, you work to a target completion
date, in other word, you're given the assignment, which has to be done by such
and such a date and this is how much money you've got to do it and these are
the resources you can move around and so on, is that generally correct?”

“It's a very good general description of project management.”

“Thank you. | guess...| wonder whether you had any input into the 2013
requirement date or whether that was handed to you as a fait accompli, and you
were told as Project Manager, it has to be done by 2013”
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“Indeed the 2013 date is a system need date, and that's the result of extensive
system planning, which is not my area, it's a date that was set as the last date,
which this asset could be commissioned.”

“So, as Project Manager, you weren't involved in setting that 2013 date?”
“No, but | was involved in the input to ensure that the project proposal was
credibly able to be built by 2013.”

“Could be built by 2013?”
“Yes.”

“If I said 2011, you'd say no way?”
‘2011 is still where we're targeting to complete this job.”

“Okay, thank you. As a Project Planner, again, how would it change your tasks if
that target date, that 2013 date was, say, extended to 2020 or 2030, would it
make your life easier?”

“| think, again, the trivial answer is, yes it would, but there are more issues than
just the date we have..we have had a number of ongoing design issues, a
number of work? Streams ongoing, which, of course, need to be closed out, if
that was to happen, and put it in a state where we could pick up that project and
proceed so, movement of the end date would not necessarily involve movement
of the target date that the...we're trying to attempt to complete this by. It would
make it easier, harder to put this project down and pick it up again later, than it
would be to complete it now.”

“And, I'll ask you a general question on project management, would you agree
with me that it’s better to complete expensive tasks earlier or later in the project
and | ask you, this not from a NPV value calculator, but from a Project Manager
that has to co-ordinate construction crews and supply, materials for supply and
so on. Is it better to do the expensive, difficult things early in the project or do you
leave those until the end of the project?”

“In a cash flow sense, it's probably...'m not sure that's where you're asking the
question? I'm not sure the answers as easy as you do the expensive things early
or not, that's mixing financial decisions up, the project management decisions.
It's also presupposing that difficult tasks are the expensive tasks, and, | think, in
our case, a lot of the risks lie with tasks, which are complex and onerous and
long, but not necessarily expensive. So, what we have in place is a project
schedule, which addresses those tasks, schedules them, looks at the risks, looks
at various scenarios of various outcomes, there’s not a single target date in 2011,
there are multiple possible dates that we could end up with this, but all of those
risks that lead us to different outcomes or different dates we try and manage, to
ensure we try to reach to 2011.”

“| guess the sense in why | ask that question, in my home improvement projects if
there’s something that’s tough or | don’'t know how it's going to turn out or if |
have the right tool or not, I try and tend to that really early in the project, so | still
have time to accommodate things that might go wrong, would you say that's a
general project management principal?”

“| would certainly say we previously tagged that with expenses as well, we
certainly have scheduled those tasks, which have the most possibility of
extending early, so we can undertake them as best we can, there are obviously
tasks which need to be completed before we can start other tasks, and the
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designation would be an obvious example of that, we cannot start construction
until you have designation.”

“Just as a final point on this as a Project Manager, would it have been easier for
you to go with 400kV from word go, or to manage the initial development of the
220kV capability, and then eventually moving in the transformers and doing all
those conversions ten years down the line?”

“Are you asking, sorry, I'm not quite sure | understood that, if you're asking
whether it would be easier to build a 220kV solution or a 400kV solution?”

“I'm asking for...what's proposed now is a hybrid, in other words, 220kV for the
first fifteen years or whatever it is, then bringing in the 400kV transformers and
upgrading the whole system and moving on from there to a 400kV, from a project
management complexity simplification point of view, would it be a simpler project
to...as was originally proposed in the original proposal of Transpowers...a...start
from 400kV initially, would you say that’s a simpler and more easily achievable
process if 400kV is needed to go immediately with 400kV, or do you think that it's
a simpler process to start off with a 220kV and then eventually upgrade?”

“| suspect that we should think about that as a project as opposed to a Project
Manager, it's unlikely one Project Manager will span the whole period to 2033,
(laughing - general banter) the staging is appropriate, it makes sense, it's logical,
it can be achieved, and therefore, it fits within a rational project management
framework, scheduling those activities when you need them at the appropriate
place to make sure they occur.”

“I'm just wondering why Transpower would initially promote...propose the 400kV
from the word go, which was turned down by the Electricity Commission and then
came back to propose this “A” link. Was that primarily a financial consideration,
rather than reliability project quality kind of thing?”

“| think you'll probably have to address that...Mr George and Mr Boyle, for details
of why the changes, and, | believe, their evidence does fully explain the
difference between the two proposals.”

“Thank you. I'll just take a moment to read my notes here. I'll move you to the
table on pages 18 and 19, the one on 19 all address... , and the third
line down on that table says,

and... Can you confirm that material procurement has not
commenced? In other words, I've heard some rumours that the steel has been
ordered from India, and the pylons are going ahead, is it your understanding that
none of that contractual obligation work has been undertaken so far?”
“| can confirm that, we have yet to appoint a transmission line construction
attendant. | expect that to...awarded...| believe April/May as | said up here, so, no
steel to my knowledge has been ordered. ”

“As of this date?”

“As of this date. And it will not be ordered until August/November and even then
that's the start of the procurement process, not the date of which the order is put.
A tender would need to be let, evaluated, we would be premature to award a
tender of that size before the designation was completed, but we could certainly
start the procurement process.”

“So, no contracts would be entered into until the Board of Inquiry has made their
decision?”
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“It would be our intent to manage that process by ensuring that contracts were
only let after designation was awarded.”

“I'm having difficulty reading my writing so, | think I'll skip that one. In Paragraph
78, you refer to the confirmation of the Electricity Commission’s decision to
approve the investment as an important pre-requisite for the line, and you...would
you agree with that, that the Electricity Commission’s decision to approve the line
has formed an important basis for you proceeding with this Board of Inquiry
process?”

“| think, in the evidence of others, discusses whether it's a legal requirement for
us to have received the Electricity Commission’s approval before proceeding with
the RMA process, and it's certainly not my area of expertise, but | understand
you can proceed with an RMA without the Electricity Commission. I'm not sure
how compelling our case would have been without that approval, but certainly I'll
reiterate my previous comments that the Electricity Commission approval
process is an externalisation of what Transpower does as a confident system
planner anyway, so, a lot of the work would normally have been done absolutely
through the Electricity Commission anyway.”

QUESTIONS ON REBUTTAL EVIDENCE

‘| have some questions on your rebuttal evidence. Has the rebuttal evidence
been entered into...”

“Yes, it has.”

“So, | can question then?”

“You're free to question on it thanks, Dr McQueen.”

“I refer you to...section...Paragraph 9 of your rebuttal evidence. You talk in there
that the total contingency sum, included in the project costing, is the order of 105
million dollars. Can you indicate what of that, roughly, of what proportion of that,
or what amount of that is the Board of Inquiry mitigation budget?”

“The process of constructing contingencies is to look at what you think the
potential set of risks are, assign what you think mitigation for those risks might be
and identify contingency, it doesn’t necessarily mean...and then each of those
contingencies, of course, has a probability of occurring, otherwise if it's not
certain it wouldn't be a contingency that we budgeted for, so then when you add
the contingencies up to take a diversification of those, because you don’t add up
series of probabilities to get the total number, so it is difficult to give you an exact
answer, but | believe that they've budgeted a reasonably substantial amount for
the transmission line. | think, from memory, it's in the order of 48 million
contingency across which, environmental was part of that. Without referring to
records of how those contingencies were established, | couldn’t tell you how
much explicitly was environmental, but it's also contingency for environmental
and is contained in sub-stations and the cables as well.”

‘| guess what | was trying to separate there was that, if the Board should decide
that this should be a monopole or a section should be moved here or there,
should be an underground cable under Lake Karapiro. Do you have enough in
your contingency budget to handle that, versus all, 'm sure, that many hundreds
of thousands of things that can go wrong with, as you say in here on foreign
exchange and price increases and design changes and so on. | just wanted to
get some kind of a feel about...of what you think the Board might come up with, in
terms of that 105 million amount, because 105 alone is...if you'd said 100 million,
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then I'd say, well, that's kind of someone popped the number out of the air, but
105 million seems quite precise, so, therefore, it would suggest that you must
have some number in your mind for the Board of Inquiry contingency?”

“105 million is the capital sum of all the contingencies that have been allowed for
each project, so if you were to refer to the amended GUPS, | think Appendix F, it
has in great detail our estimates, including contingency for each line items, there
will be an amount set aside in there for transmission lines, for cables for sub-
stations for property, so those numbers add to 105 million. What you're asking is
how we achieved that...just for the environmental, | don’t think that's publicised
and I'm not sure | can remember the number, but | think it's worth mentioning that
we are actively managing those sources of risk, for instance, Forex is minimal to
hedging, and as soon as we have a better insight in to where our procurement
may be sourced, we will see if the commodity prices can be hedged, so as those
risks reduce, it releases contingency for use elsewhere, so we hope to, by careful
and prudent management of our risks, enable that money to be substantially
available for whatever risks are made? So, I'm not sure if it's answered
exactly...your question, but I'm not sure | can answer you explicitly on the total
amount for the environmental, we would hope to provide a substantial amount of
money by careful management to manage what we perceive as local mitigation
measures that will be required to effect the Board’s decisions on mitigation.”

“The purpose of my question was, perhaps, to provide the Board with some
guidance if there was a budget of five million or ten million dollars that was to be
allocated for mitigation, whether that was what Transpower had anticipated and
effectively came part of this Board of Inquiry Hearing”

“It would not be as simple as saying that, | think the contingencies...it's not an
additive issue, as | explained earlier, and I'm not sure | have the information to
tell you how much we would have applied to environmental and further, it's
already an uncomfortable position as a Project Manager, that so much
commercial information is publicly available to our tenderers, so any more
information, of course, unless absolutely necessary, I'd prefer not to provide.”

“The price increase seems to be a part of this 105 million then, is that what you're
saying?”
“Price increases on what?”

“On any materials that you'd be about to purchase in the next three months.”
“Absolutely, which is why I've discussed commodity hedging, the principal
exposure is costs and we are actually looking at how we hedge those and we
manage that exposure.”

“Thank you. That's all the questions I have your Honour.”
END OF QUESTIONS

“Thank you, Dr McQueen, now, Mr Copstick or Ms Brennan? Good afternoon.”
(0405, 0406)

“Good afternoon Board, good afternoon Mr Coad.”
“Good afternoon, Ms Brennan.”

“I'm in the same position as Dr McQueen, | haven't done this before, so please
excuse any complete mess ups doing it. Firstly, Mr Coad, is the dismantling of
the ARI-PAK line part of the proposal?”
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“Itis.”

“It is, and do the designations applied for, cover the removal of the ARI —-PAK
line, where it deviates from the new line?”

“Had the designations...the designation substantially follows the ARI-PAK line
and, of course, maps exactly the 400kV line, there is no separate designation
where the...we have not applied for a separate designation where it leaves, the
impact line leaves the designated corridor.”

“‘So, do you intend to remove the ARI-PAK line where you do not have
designations to cover that process?”
“We would remove the ARI-PAK line substantially, if possible.”

“Under what...| mean, if you're not applying for designations, how can you do
that?”

“What...do you have a particular...if there was a...necessary resource consent to
remove it, we would, of course, achieve that, and we have detailed that there are
subsidiary resource consents we may well need. Does that answer your
question?”

“I'm just interested knowing that the designations do not cover some areas, how
will you plan to do it as part of this proposal, so that would be separate?”

“There is a substantial amount of works, which are part of the North Island Grid
Upgrade, which are also not part of this proposal. The Drury sub-station would be
a good example.”

“Thank you. Moving to a previous answer that you gave today, you said
Transpower was working in local communities to look at various cases of
mitigation, is it not true that Transpower has consistently told local communities
that Public Works Act does not cover compensation to anyone, other than
landowners, over whose land you want easement and, therefore, Transpower
have repeatedly told landowners there is no chance of financial compensation to
anyone outside that?”

“I'm not sure if | can confirm that's been said, but | think you're asking me
whether we are compensating others outside of the easement?”

“I'm asking you whether Transpower has repeatedly said that they will not do
that?”
“I'm not aware of repeated statements of that sort.”

“You've obviously not been to the same meetings that | have?”
“| certainly haven’'t Ms Brennan.”

“So, when you said earlier that Transpower...replied earlier that Transpower was
looking at possibly financially mitigating some of this for the people involved, did
you actually mean that?”

“We...as | explained in that particular answer, we have already proposed a visual
Mitigation Plan, which is outside the designated corridor, so that's a step, which
we've taken recently, and | think in partial explanation, I'll certainly note that there
is a Community Care Fund, which does receive applications for those sort of
things, it's a minor amount of money, but it is available for communities.”
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“But, in basic terms, the people who live just outside the easement corridor will
suffer serious economic consequences from unmitigated exposure to this line
and you are not going to financially compensate those people?”
“l understand that they will not receive financial compensation.”

“Thank you. In Paragraph 9 of your evidence, you state that,

(
$ D

“| said in Paragraph 9 of your evidence you stated, it wasn't really a question. In
Paragraph 12 you say,
*Hh+

“YeS,"

“In 2004 Transpower decided to construct a 400kV line from Whakamaru to
Otahuhu. In 2005 it submitted the Grid Upgrade Plan for approval to the
Electricity Commission, and that plans for a 400kV line, with a capacity of
2000MVA to start with, which was later changed to 2400MVA. At that time, we
were ensured by Transpower, that that line would guarantee security supply until
2040. My question is that, do you still agree that an increase in capacity of
2400MVA would guarantee that security supply until 2040?”

“I'm not aware of the comment about 2040, and I'm sorry, in this particular issue,
Ill have to defer to the system planners, this line, | think, we've extensively
published what it's capacity is and what we expect it to do, but | suspect your
question will be better answered by someone who understands exactly what that
transmission line will deliver.”

“And would that be Mr George?”
“| would refer you to Mr George and Mr Boyle’s evidence.”

“Fair enough. When the proposal was revised, again you might want me to refer
this to Mr George, and you had a chance to look at the more efficient conductors
you could use on your proposal, the capacity of the line increased quite
dramatically. Why, when you could do that...why, when you could actually put
more capacity...if you could put 2900MVA through a smaller, less
environmentally damaging 220kV line, which - 2900MVA is a lot more than you
originally wanted and originally said would guarantee security of supply, you then
decided, instead of going for that environmentally less damaging option, you
decided to stick with your 400kV, very live, pylon option and instead decided to
run 5100 and whatever it is MVA, it seems that you didn’t move the technology or
the method to meet the demand, you're...actually did it the other way around?”
“Again, you're likely to get a better answer... but | certainly am able to provide an
overall perspective, that this proposal, as we have stressed a number of times,
manages, in our view, the number of corridors that are effected in the 220kV
proposal, would require more lines, and more corridors associated with those
lines, so, it’s not a decision about just this one, it's the series of lines.”

“The total capacity of the existing lines in Auckland and Upper North Island is
about 2111? MVA, according to your evidence, and we've heard also that
2500MVA anything above that, cannot be...cannot be met, so the revised line has
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a capacity of over 5400MVA, so in total, if the line goes ahead it would have
capacity of about 7200MVA to Auckland, is that correct?”

“You're asking me to add numbers, and | would suggest Ms Brennan that it's not
as simple as just adding the capacities. As you add more and more and more
circuit's, obviously different effects occur and you can’t add them just singularly,
sometimes you...the n-1 criteria can apply to sets of circuits, just as it can apply
to individual circuits, so transfer capacity can...is not necessarily the added sum
of the total number of lines to Auckland.”

“Okay, so can you give me what the...can you give us what the total capacity of
up to Auckland will be?”
“Personally, no | can't, but again, | will refer you to Mr Boyle or Mr George.”

“Thank you. Security of supply is mentioned by you and by many of your experts
as being a prime justification for this line, is that correct?”

“Capacity to Auckland is a requirement, it's triggered by a lack of security, and so
both interact to decide that we needed a new line.”

“As you know, the Electricity Commission have warned very strongly that, when
Transpower applies to convert this line to 400kV, approval would not be given, as
it would not meet good electricity practice or grid reliability standards, does this
not make you think twice about the wisdom of this line?”

“I'm aware that that information is within the Electricity Commission, but I'd point
to the fact that the criteria that applies is the loss of a single transmission line
component, the n-1 criteria, and that indeed we believe this will meet the...that
criteria we've applied for, and further, so do the Commission in the majority of the
decision.”

“The Electricity Commission did not approve the upgrade to 400kV, your staged
proposal was such that they were only required and were repeatedly told by
Transpower that they were only required to make a judgement about the initial
operation at 220kV, is that correct?”

“| believe so, but the particular information that you're referring to was presented
to the Electricity Commission.”

“Yes.”
“It would be part of their decision.”

“| accept that, and Transpower has put in notices to the Electricity Commission
saying that the Electricity Commission has no power to look at that, so they may
have mentioned it in the decision, but it certainly wasn't any kind of indication that
it would be approved?”

‘| believe that it's the Electricity Commission’s position to decide on its own
powers, the authority is not for us, so they would have made that decision
consciously.”

Interjection. “I'm just concerned Sir, | regret having to interrupt Ms Brennan, but
some of the propositions being put..do need to be linked to particular
documents. | think if the evidence is to be useful going forward, because where
Board propositions are being put to the witness about what has been said by the
Commission, what has been said to the Commission, that no documentary
evidence of that has been put to the witness to reinforce that, so it's a concern |
have, simply as the ultimate utility of this evidence for the Board, it's not so much
the question of credibility, but just the usefulness of it.”
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“Well, one thing, consequences of your choice, to have the witness give his
rebuttal evidence now, rather than after the submitters evidence, isn't it, because
if it had been later ,then that would have provided the opportunity to provide the
documentary support for his rebuttals, such as they are, now. I'm anxious that Ms
Brennan should have as free as possible an opportunity to ask the questions that
are exorcising her, and I'm sure that you will take the opportunity in re-
examination to do your task, and when it comes to the questioning and reply, you
will probably also be referring us to any relevant documentation, so, at the
moment, I'm not inclined to ask the witness to refrain from asking the questions.”

“Yes Sir, and I'm anxious to ensure that there is no limitation on public
participation, with or without Counsel, so I'm not trying to restrain Ms Brennan, so
Sir, | would simply ask that those asking questions of witnesses, so far as
possible, relate any proposition that they are putting to a document, if it's
available to them, so the witness knows what the statement is alleged to be
made by the Commission or to the Commission is, and that's all I'm submitting
Sir.”

“Thank you, Ms Brennan, we're not going to confine you, we're going to allow you
the opportunity to freely ask the questions that you wish to. The Board members
themselves have no knowledge of the contents of the documents concerning the
Electricity Commission, so that, quite apart from getting useful answers from the
witness, you may want to refer to the documents in your questions, so that the
Board can understand the nature of the questions and the nature of the answers.
Now, am | making sense, can | explain that further for you?”

“No, thank you, your Honour, that's fine. Most of the documents I'm referring to
here, are within a statement of evidence, that we put in to the Board, so it's kind
of...a bit about face. We will be referring to them more fully when we cross-
examine Mr George and Mr Boyle.”

“‘Well, that's splendid, but, even at this stage, there might be some value in
having the Board understand what your questions are driving at, if you refer to
particular documents, whether in your evidence or whether they're in evidence of
other witnesses or perhaps in common bundles.”

“Thank you your Honour; | didn’t realise exactly what | could and couldn’t do
here.”

“Yes, well we want you to do what you feel comfortable doing, just so that you get
the opportunity to put the substance of your case to the Transpower witnesses.”
“Thank you your Honour.”

“Now, I'm going to interrupt you, well, | might as well do it now, I've already
interrupted you, and | apologise for that, but we're going to take a tea break now,
and you can continue when we come back.*

AFTERNOON TEA BREAK

“I'm going to refer to a document, which is Appendix 2 of our statement of
evidence...should be before you Sir.”

“Thank you...extract from Electricity Commission Board papers from the meeting
of 31st of January 2007, with Paragraphs 464 to 466, is that the right one?”
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“That’s correct, your Honour.”
“Is there a copy the witness can see?”

“| have no copy at the moment, your Honour.”

“If we give the Board’s copy to the witness, then we don’t have a copy.

(general background discussion while copy sought)

“If you allow the witness the opportunity to read what it is you're going to be
asking about.”

“I've read that.”

“Thank you, as Project Manager, given that this is to be implied certainly here,
the risks that the Electricity Commission will not approve a conversion to 400kV
without another line being built first, can you tell me what your plan is and what
timeframe you will apply for that upgrade for permission from the Electricity
Commission?”

“Firstly, as mentioned, this is an extract on paper from the staff member to the
Commission and, despite...of this they proceeded to approve the proposal. To
answer your question more specifically, we...the first investment that would be
needed post this current proposal would be for a new cable to Otahuhu sub-
station and the conversion to 400, which, | think, it is specifically referring to here,
would probably be needed five years ahead of our commissioning date for 2033,
so, | would suggest that would be 2028, that such a proposal would be
the...sought at the latest, you certainly would understand now, that is best to
apply early with the Commission, so perhaps a few years before that.”

“Yes. You are aware...you're possibly not aware, I'm sorry...'m going to directly
refer you to another document, which is in Appendix...Appendix 4 of the same
statement of evidence.”

“Is the document an email from the Electricity Commissioner Doug Dell and
David Payne?”

“Yes, it is. I'm referring in particular, | will read out the section that | think is
relevant, Doug Dell says in his email at the bottom of that page, that the formal
definition of what the Commission are going to be asked to approve, is under the
red tag, sent on the cover of the letter dated on the 11t of October, it refers quite
specifically to the capability of the proposal...

Reads evidence from Appendix 4 - email from Doug Dell and David Payne.
Extract from Electricity Commission Board papers from the meeting of 31t of
January 2007, with Paragraphs 464 to 466...he goes on to note that that’s not the
case if you're using 220kV lines. As Project Manager, how big a risk, are you
counting that in your plans?”

“l think, as | mentioned earlier, the...my role in this project is to project manage
through to completion for 2011, our future approvals and future GUPS might be
applied for, | would suggest, is the province of a...another Project Manager yet to
come.”

“Do you agree, that if Transpower do build another 400kV line before converting
this one to 400kV, then the cost of that line, in the region of, probably somewhere
in the 350 odd million dollars maybe? But, anyway a very large sum of money
must be added to the cost of the proposal, so in fact it becomes a very expensive
proposal.”

“That is premised on presumption that we would build another 400 line first,
which | understand is what you believe it says, it is still Transpower’s contention,
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and, I'm sure, well documented in Mr George’s and Mr Boyles evidence, that this
proposal for the second 400 line meets the current GRS standards, and the
second 400 line will not need to be built for...to enable this to occur.”

“| realise that that's Transpower’s contention, but the people who will be making a
decision on whether it meets the Grid Reliability Standards and meets good
electricity industry practice are, in fact, the Electricity Commission, not
Transpower, and there seems to be a number of documents, in which, they have
said...that is...they're unlikely to approve that. The fact that they gave consent to
your 220kV running of that line is immaterial, they were never asked to say
whether conversion to 400 was needed to meet any of the standards.”

“Ms Brennan, | think you may have misunderstood the part of the case that we're
at, at the moment. We want to give you the opportunity to present your case and
your arguments on the proposal, but we want first to understand what the
proposal is, so that we're currently hearing Transpower's case, and want you to
have the opportunity to test the acceptability to the Board of Transpower ‘s case,
by asking questions in cross-examination of the Transpower witnesses, so if you
would, at this stage in the proceeding, ask questions, then at a later time we
would like to have the opportunity of hearing from you the arguments that you
want to present.”

“Sorry, your Honour, thank you. Do you agree that building a smaller line could
avoid the irreversible environmental damage that this proposed line would inflict
on New Zealand?”

“It is my opinion, that the system planning shows that a number of small lines
would be needed instead of a single large line, and in my opinion, and this is the
purpose of the members of the Board of Inquiry to test these views, that a single
larger 400KV line is probably a better solution than a number of smaller 220kV
lines, bearing in mind, that sort of lines that would be needed to meet this need,
would be substantial, with an average height in the order of 50 metres, when
you've got an average height of 60 metres for our 400kV proposal.”

“If it were necessary to build a similar number of pylon towers, kV lines, as 200
kilovolts, you'd accept that the 400kV would be more environmentally
damaging?”

“To the extent that, upon average, they are ten metres taller, that presumably has
a visual impact, yes, | believe that they...a number of equal 400kV lines would be
environmentally detrimental in the visual grounds, could be at an equal number of
220KV slightly shorter lines.”

“Thank you, Mr Coad. Thank you, your Honour.”
“Thank you, Ms Brennan.”

END OF QUESTIONS

“Mr Wilkinson - are you going to ask questions on behalf of the Hunua and
Paparimu Valley Ratepayers Association Inc?”

“One question.”

“Would you come to a microphone please, Mr Wilkinson.”

“Good afternoon Mr Coad, the question that | wish to ask refers to Mr Coad’s
evidence in rebuttal on the submission by Mr and Mrs Levesque, who are
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members of the Hunua and Paparimu Residents Association. And, it refers to
Paragraph 2 of Mr Coad’s evidence, and if | can read out the passage of the
Levesque submission that Mr Coad claims to rebut...reads passage... Mr Coad
do you seek to refute that statement?”

“In what way, that Transpower admitted that this is one mitigation measure that it
is considering?”

“Yes, or any parts of that statement.”
“I'm not aware of...we made that statement, so I'm not refuting that it was made,
because | don't have the evidence or the basis to make that.”

“| see Sir, the claims that Mr and Mrs Levesque are making are in this statement,
which | understand can be documented, you are not seeking to refute those
claims?”

| have seen no information about who made that claim, and what basis is...was
made, so it's quite difficult to refute that it was made.”

“Thank you. Moving to Paragraph 4, you say the Electricity Commission did ask
Transpower in the letter, 5" June 2007, to confirm whether Transpower has
budgeted within the cost for which approval was sought for likely measures, for
example, the use of monopoles, more undergrounding etc., which might be
required to mitigate any adverse environmental effects. I'm just asking you to
confirm that that question was asked of Transpower by the Electricity
Commission.”

“That was an extract from a letter...”

“It was an extract. My final question is, is it true that, at this moment, in spite of
requests from the Electricity Commission to consider that such contingency funds
existed for mitigation, and in spite of the fact that Hunua was mentioned,
specifically by name by the Electricity Commission, that Transpower has no
plans, whatsoever, to mitigate the impacts of this line around Hunua Village and
through the valley?”

“The first part of the answer is that we believe, of course, that the actual line
route has been assessed to the best it can, it minimises the visual effects. The
village itself already has a number of transmission lines going through it, which is
somewhat detrimental to the existing visual amenity. A transmission line of 1kV is
located away from those lines nearer to the Hunua Ranges to try to minimise the
effect of those lines, in fact, in my answer further on, | suggest we are open to
discussions on monopoles that arose out of this process, we had no fixed view
yet.”

“You did make the proviso, Transpower did make the proviso, that, at one stage,
they would be prepared to consider such measures as monopoles, if required of
authorities such as this Board of Inquiry. Is that correct?”

“That is formed in the sets of conditions in the Notice of Requirement.”

“Mr Kos...questions before Transpower re-examine. Mr Kos, what | plan, is that,
in general, but not as an inflexible practise, we would have questions from the
Board of a witness before | call on Transpower to re-examine. Wil that be
satisfactory?”

“At the most, Sir, thank you.”

“Yes, fair enough. Dr Read do you have any questions.”
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“Yes, | do. I've just got a couple of...one thing I'd like clarification on. The first is
on, Page 3, Paragraph 12, where you refer to the margin of excess two,190
megawatt, is that...is that in 2013...is that correct?”

“That number is the capacity of the system before any further works were
undertaken. This is before Ohinewai substation was constructed, before the
upgrade of the Otahuhu A and B lines, before the Drury substation, so, | think,
that was one number. | believe the current number is more like 2,500 since those
assets are now being constructed. That particular issue...the current...the status
is in the evidence of Mr Boyle.”

“The second point is on Table 3, which you set out those components on a
timeline. Just taking the column by the end of 2011 down the underground cable
route Pakuranga to Brownhill, it's mentioned AIS cable termination station, I'm
just confused, in terms that, between the discussion today about how at Brownhill
there it's originally proposed AIS and it's now changed to GIS and I'm just
wondering, is this something else or this incorrect?”

“The works at Brownhill initially are extremely limited effectively...comprise the
gantry to terminate the conductors onto, the gantry, from the gantry conducts the
drop onto the local cable (unclear) ends...the cable is connected to, that's
generally AIS equipment. | envisage that the site will be AIS for a brief period, it
will be...extremely small footprint.”

“Thank you.”

“Mr Prime?”
“No questions.”

“Mr Rutherford?”

“Mr Coad, Paragraph 12 on Page 3 of your evidence, you refer to

and there was some reference to this in cross
examination from Mr Gardner. Could you explain to us who sets those standards,
what the standards are, and who sets them?”
“It's my understanding that the Electricity Commission lays out this in its process
and establishes the rules by which Transpower tests their extended net
effectively deriving standards by the Electricity Commission, rather than
Transpower.”

“And, for the purposes of this project, that was the arrangement or the regime
under which these security standards, what we refer to as current security
standards were set.”

“I believe so, but | note there is some debate about that, the n-1 versus the n-g-1
is one, as an example of one security standard. So, I'm not completely sure
whether that has been set by the Commission previously or is the result of
discussion with Transpower during the process.”

“And, believe it’s in the Mr Boyle...”

“| believe Mr George probably addresses that where n-g-1 is one criteria, sorry,
did not realise the Board probably... n-1 terminology refers to the loss of a single
component and the power system must remain stable under that, and n-g-1
refers to one generation component absent and then one transmission
component failing that's required, as generators do require quite substantial
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maintenance, and are off line some time. So, a prudent test, in this case, was to
assume a generator was not generating and a transmission failure occurred.”

“And we'll hear more of those standards and applications from Mr George.”
“From Mr George.”

“Thank you, it's a related question, in a sense, on page 12, in your Paragraph 46.
You talk about the...in the second last line, how the present cable proposal meets
the reliability criteria set for the upgrade project, is that different from the
standards that we've been talking about?

“To some extent, it is, yes, the system planners within Transpower translate
those general standards, which are stated in terms, such as n-1, n-1-g-1, they
translate those into the reliability that they would expect from the asset. 99.9%,
99.99% and the like, and that is how engineers receive their instructions, if you
like, and convert those into the assets that will meet those levels of reliability, |
believe that's probably in Mr Boyles evidence.”

“So, should we assume that they, as one of the reliability criteria, are set within
Transpower?”

“Not sure it's set is correct, they are...interpretation or an analysis, that says, if we
need this level of reliability, then we need the standard set by the Commission,
the Commission, however, does...has stated some of its standards in the more
deterministic way, so rather than has a set probability, they tend to set the level
of demand, in terms of loss of component n-1 is the common approach they are
moving towards, setting a more probabilistic approach. So, we might expect in
the future, and I'm sure Mr Boyle will talk about this. It is these standards that
state 99.9% or some number of that sort.”

“Any re-examination gentlemen?”

“Thank you, Sir, yes, just a couple of questions. Mr Coad you were asked some
questions by Mr Wright about who made decisions regarding the lodging of the
Notice of Requirement. Do you remember that?”

“ldo.”

“Was the proposal to lodge the Notices of Requirement at any stage put to the
Board of Transpower?”
“It was.”

“Did papers go from management to the Board in relation to that?”
“They did.”

“Did that happen on one occasion or on a number of occasions?”
“I'm not aware of the total number, but it would certainly have been more than

one.

“Thank you, and who made the final decision to lodge the notices?”
“The Board of Transpower.”

“You were also asked some questions by Mr Wright, in relation to the documents
in the common bundle, and, in particular, you may recall, that he put to you
document number five, in that bundle. Do you remember Mr Wright putting to you
that none of them covered anything on environmental situations?”

“| remember that.”
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“Could we look at document five please, and page number nine, does that page
summarise a further document called ! !

! , are there five criteria there set out?”
“Yes.”

“Would you tell the Board what the fourth is.”

“Would you look please at this document, which is the statement of evidence that
Mr Taylor is about to give and if the Board would mind and look at Mr Taylor's
evidence. It's tab number five in the volume, I'm sorry, this is the rebuttal
evidence, I'm sorry, still tab number five, thank you. I've just given the witness a
copy of that Sir.”

“Thank you.”

“And, is there attached to that the document, referred to in the document we’ve
just looked at as an Appendix, ! !

“There is.”

“Is that document dated 20047?”
“Itis.”

“Turn please to page number eight of that document, do we see there the same
summary of five criteria including environmental impact?”
“ldo.”
“We turn to page ten, do we see there a reference to - and
the statement that

?7!
‘| see that.”

“Is there then, a discussion of the ACRE model, which is designed to identify a
route that best manages the environmental impacts on transmission solutions?”
“| see that there.”

“And there are then, some guidelines set out, are there not?”
“There are.”

“If we proceed through the document to page number fourteen, are the
assessment criteria there listed in tabular form?”
“They are.”

“Does that include environmental impact?”
“It does.”

“And, turn to page fifteen, the next page, is there a schedule, which sets out over
the course of some three pages, environmental assessment, and some key
environmental factors?”

“There are.”
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Kos “Thank you very much indeed, thank you, your Honour.”

Chairperson “Thank you Mr Coad.”

Coad “Thank you, your Honour, thank you Board.”

Kos “Thank you, Mr Coad, you are free to return back to the room, and, Sir... Mr Tim

George, next witness.

Chairperson “Thank you.”

Kos “Is your name Timothy Andrew George?”

George “Itis.”

Kos “Are you the Group Manager, Grid Investment for Transpower?”

George “General Manager, Grid Investment, yes.”

Kos “And are you a resident of Wellington?”

George “Yes, | am.”

Kos “And, do you have with you two statements, one your principal statement and
your rebuttal statement?”

George “ldo.”

Kos “Would you take that, the first of those and read from Paragraph 1.”

George “My name is...” (reading principle evidence).

Chairperson “| think that's the place where we will end for the day. Thank you, Mr George.

Now, we are not going to be able to use these premises tomorrow or Monday,
and so we will continue with Mr Georges’ evidence on Tuesday the first of April.
The Boards’ proposal is that we should sit at half past nine on Tuesday, will that
be satisfactory for everyone?”

Kos “Yes, Sir.”

Chairperson “Alright, well, Il now adjourn the Hearing until Tuesday the first of April at half
past nine in the morning.”

4.56 pm ADJOURNED
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