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1. Disclosure of Information Required (Clause 7(1)(a)(i) – The Price 

Path Threshold) 
 

Nelson Electricity Limited does not comply with all requirements of the price path threshold at the 

assessment date, 31 March 2009, as specified in the Commerce Act (Electricity Distribution 

Thresholds) Notice 2004 and the Amendment Notice 2006. 

 

Clause 5(1)(a)  The Notional Revenue of a distribution business at each assessment date 

(calculated in accordance with the numerator of the left-hand side of the following expression) is not 

to exceed the Allowable Notional Revenue of the distribution business under the CPI-X price path at 

that assessment date (calculated in accordance with the denominator of the left-hand side of the 

following expression): 

 

          

Test:   NR2009 
≤ 1 

  

    R2009   
            

Result:    $5,934,171 / $5,476,373  > 1   

            

            

Result:    1.0836  > 1   

            

            

Result:     Threshold is breached by $457,798   

            

            

 

Explanatory Note 

Nelson Electricity (NEL) has inadvertently breached the 31 March 2009 Price Path Threshold by 

$457,798.  

 

The Transpower loss rental rebates received this year are significantly higher than our budgeted 

estimate and the actual amount received in previous years.  An example, the 12 months Loss Rental 

Rebates budgeted for the year ending 31 March 2009 was $144,000 versus the actual for the year 

ending 31 March 2009 of $590,524.  

 

NEL has attempted to act within the principles of the threshold compliance regime and is ensuring 

that the value of the breach is passed back to customers in an equitable manner.  This is being 

undertaken by setting prices from 1 April 2009 that will produce revenue (based on 2003 quantities) 

that is at the same as the maximum Allowable Notional Revenue for the assessment date 31 March 
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2009. NEL will pass back excess revenue of $335,611 over at least two years as a result. Excess 

revenue is calculated at 1 April 2009 as follows: 

 

a – (b – c) 

 

where 

 

a =  31 March 2009 Breach of $457,798 

b = 31 March 2008 Non Breach of $146,877 

c = 31 March 2007 Over recovery yet to be passed back to consumers $24,690 

 

The approach of maintaining line charges at similar levels for the period ending 31 March 2010 is in 

an effort to maintain a stable line pricing platform and remove volatility. 

 

Nelson Electricity accepts that the method used to pass back excess revenue will take at least two 

years to complete and there will be a need to allow for interest on the money to be passed back in 

the second year and any further subsequent years. In the first year, it is expected that $153,000 will 

be passed back to consumers. 
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Clause 5(1) b)  The notional revenue of a distribution business at any time during an assessment 

period is not to exceed the greater of the Allowable Notional Revenue of the distribution business at 

the assessment date on which that assessment period ends and the Allowable Notional Revenue of 

the distribution business at the previous assessment date under this clause (or, if the previous 

assessment date is the reference date, under clause 5 of the initial Notice). 

 

         

Test:    NRMax 
≤ 1 

  

    Max(R2008,R2009)   

            

Result:     $5,934,171 / $5,476,373  > 1   

            

            

Result:     1.0836  > 1   

            

            

Result:      Threshold is breached by        $457,798   

            

Supporting evidence is presented in Appendices A and B. 

P X Q are schedules presented in Appendix C. 

 

 

Notional Revenue 

In accordance with the Gazette Notice, the following sources of revenue have been included in the 

calculation of notional revenue: 

 

 Electricity conveyance services under Use of Systems Agreements with electricity retailers. 

 

Excluded Services 

In accordance with the Gazette Notice the following sources of revenue have been excluded from 

the calculation of notional revenue: 

 

 Interest income 

 Profit on sale of assets  

 Value of assets vested with Nelson Electricity Limited by customers 

 Other miscellaneous income unrelated to the sale of electricity conveyancing services 

 

Pass Through Costs 

In accordance with the Gazette Notice, the following components of transmission charges have 

been included in pass through costs: 
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 Connection charges 

 Interconnection charges 

 New investment charges 

 EVA adjustments 

 Loss Rental Rebates 

 

Electricity Commission Fees and Local Body Rates applying to system fixed assets; lines, cables, 

equipment, substation land and substation buildings, have also been passed through in accordance 

with the Gazette Notice. 
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2. Disclosure of Information Required (Clause 7(1)(a)(ii) – The Quality 

Threshold) 
 

Nelson Electricity Limited does not comply with all requirements of the quality threshold at the 

assessment date, 31 March 2009, as specified in the Commerce Act (Electricity Distribution 

Thresholds) Notice 2004 and the Amendment Notice 2006. 

 

Clause 6(1)(a)  Interruption Duration 

 

Supporting evidence is presented in Appendix D. 

 

 

Clause 6(1)(b)  Interruption Frequency 

 

Supporting evidence is presented in Appendix D. 

 

Explanatory Note 

Nelson Electricity (NEL) has inadvertently breached both the 31 March 2009 Quality Thresholds. 

This poor result was due to an uncharacteristic number of larger outages during the year. This is the 

first year NEL has breached a quality threshold with the previous two years having significantly 

lower than threshold results. Given the small size of the network it is expected that the quality 
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performance will have extremes. This does not indicate a deteriorating network but is reflective of 

the impact of a single outage, given the low number of outages occurring annually. 

 

There were nine unplanned outages which contributed to the Class C SAIDI figure of 87.18 minutes. 

Three major unplanned outages contributed 88% of this figure. 

 

The largest outage (39.04 SAIDI minutes) affected 4,832 customers for an average of 72 minutes.  

The cause of the outage was a fault on a major 11kV feeder cable close to the zone substation 11kV 

circuit breaker.  The fault was attributed to possible cable damage caused during installation or to 

dry insulation papers.   

 

The second outage (23.16 SAIDI Minutes) affected approximately half of the customers on NEL’s 

network, for an average of 51 minutes.  The cause of the outage was an intruder climbing a new 

security fence, gaining entry to the 33kV switchyard and coming into contact with a 33kV incoming 

feeder ABS.   

 

The third outage (14.1 SAIDI Minutes) once again affected approximately half of the network for an 

average of 31 minutes.  The cause was wind that came with a winter storm, which affected the aerial 

lines of two of the 33kV feeders supplying the NEL network. The storm was reputedly a one in fifty 

year event and so the likelihood of a repeat is low.   

 

The last two outages described above were outages that were outside the control of NEL. The 

intruder fault was a tragedy for all concerned and the Energy Safety Service cleared NEL from any 

breach of the Electricity Act. The storm outage was an extreme event for the region. 

 

There were also higher than average Class B outages for the year reflecting a program to replace 

11kV oil circuit breakers. This replacement program typically required lengthy outage times as 

backfeeding options were limited in most cases. 

 

 

 

  

 

  



 

 7 

3. Disclosure of Information Required (Clause 7(1)(a)(iii) – The 

Policies and Procedures for Recording SAIDI and SAIFI Statistics) 
 

Nelson Electricity Limited follows the procedure “NEL Network System Outage Statistics” to record 

SAIDI and SAIFI statistics.  The procedure covers the collection of customer numbers, the 

assessments required to assess the numbers of customers affected, the times outages occur and 

where the data is to be stored.  

 

Wherever possible outage times are collected from an accurate electronic source, the SCADA being 

the preferred source, other sources are from phone records from the Nelson Electricity call centre, 

fault forms received from the Nelson Electricity fault contractor or referring to written switching 

instructions.  

 

Calculations of customer minutes are prepared on the switching record for each individual outage 

based on switching times and ICP records.  The customer minutes for each event are then added to 

the SAIDI/SAIFI Spreadsheet which summarises all events for the year and is used to calculate the 

annual SAIDI and SAIFI.  The numbers of outages on the Nelson Electricity network are low 

compared to other Electricity Line Companies and so it is a relatively easy task to manage these 

data requirements.  A hard copy summary of each outage is held on file. 

 

See Appendix E. 
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4. Customer Communication 

 

Nelson Electricity is not disclosing any information regarding customer communication as this 
was undertaken at the last threshold disclosure for 31 March 2008.  

 

 

 

 

Disclaimer 

The information presented in this Threshold Compliance Statement has been prepared solely for the purpose 

of complying with the requirements of the Commerce Act (Electricity Distribution Thresholds) Notice 2004 and 

the Amendment Notice 2006.  This statement has not been prepared for any other purpose and Nelson 

Electricity Limited expressly disclaims any liability to any other party who may rely on this statement for any 

other purpose.   
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5. Auditor’s Report on the Threshold Compliance Statement 
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6. Certification of Threshold Compliance Statement 

 

We, Kenneth John Forrest and Paul Donald LeGros, being directors of Nelson Electricity Limited 

certify that, having made all reasonable enquiry, to the best of our knowledge and belief, the 

attached threshold compliance statement of Nelson Electricity Limited, and related information, 

prepared for the purposes of the Commerce Act (Electricity Distribution Thresholds) Notice 2004 

complies with the requirements of that notice. With the following emphasis: 

 

 Breach of clause 5 (1) (a) Price Path Threshold 

 Breach of clause 5 (1) (b) Price Path Threshold 

 Breach of clause 6 (1) (a) Quality (SAIDI) Threshold 

 Breach of clause 6 (1) (b) Quality (SAIFI) Threshold 

 

 

 

 

 20 May 2009 20 May 2009 
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Appendix A - Information Supporting Clause 5(1)(a) 

 

  Commerce Act (Electricity Distribution Thresholds) Notice 2004 and 
Amendment Notice 2006   

  Price Path Inputs and Calculations 

  for the Assessment Date 31 March 2009 
          

  
 

      

  Clause 5 (1) (a)       

  NR2009       

          

  Notional Revenue for the year ending 31 March 2009   

  Term Description ($)   

  
Pi,2009Qi 

Prices at 31 March 2009 
multiplied by 31 March 
2003 Base Quantities 

 7,846,447  

  

  

K2009 

Transmission Charges 
for year ending 31 

March 2009 
 1,859,396  

  

  
Rates for year ending 

31 March 2009 
 17,930  

  

  

Electricity Commission 
Levies for year ending 

31 March 2009 
 34,950  

  

  
NR2009Pi,2009Qi - K2009 

Notional Revenue for 
the year ending 31 

March 2009 
 5,934,171  

  

          

          

  R2004       

          

  
Maximum Notional Revenue at the reference date which would not have caused the 

distribution business to breach the price path under the Initial Notice   

  Term Description ($)   

  

Pi,0 x Qi,0

Prices at 6 September 
2003 multiplied by 31 

March 2003 Base 
Quantities 

 6,495,631  

  

  
CT2003 

Budget Transmission 
Charges for year ending 

31 March 2004 
 1,524,142  

  

  
CR2003 

Budget Rates for year 
ending 31 March 2004  4,952  

  

  

R2004 

Maximum Revenue at 
31 March 2004 that 

would not have caused 
a breach under the 

Initial Notice 

 4,966,537  

  

  Note: All notation in the table above except R2004 comes from the Initial Notice.     

  



 

 14 

  Test for 5 (1) (a)  -  (NR2009 / R2009 Ò 1)     

          

  Allowable Notional Revenue under CPI -X price path   

  Term Description ($)   

  X X Factor 1%   

  

R2004 
Maximum Revenue at 31 March 
2004 that would not have caused 
a breach under the Initial Notice 

 4,966,537  

  

  
(1+CPI2005) 

Average change in Consumer 
Price Index over 2004 

 1.0229  

  

  (1-X) 1-X Factor  0.99    

  

R2005 
Allowable Notional Revenue 

under the CPI-X Price Path for 
the year ended 31 March 2005 

 5,029,481  

  

  
(1+CPI2006) 

Average change in Consumer 
Price Index over 2005 

 1.0304  

  

  (1-X) 1-X Factor  0.99    

  

R2006 
Allowable Notional Revenue 

under the CPI-X Price Path for 
the year ended 31 March 2006 

 5,130,405  

  

  
(1+CPI2007) 

Average change in Consumer 
Price Index over 2006 

 1.0337  

  

  (1-X) 1-X Factor  0.99    

  

R2007 
Allowable Notional Revenue 

under the CPI-X Price Path for 
the year ended 31 March 2007 

 5,250,033  

  

  
(1+CPI2008) 

Average change in Consumer 
Price Index over 2007 

 1.0238  

  

  (1-X) 1-X Factor  0.99    

  

R2008 
Allowable Notional Revenue 

under the CPI-X Price Path for 
the year ended 31 March 2008 

 5,321,033  

  

  
(1+CPI2009) 

Average change in Consumer 
Price Index over 2008 

 1.0396  

  

  (1-X) 1-X Factor  0.99    

  

R2009 
Allowable Notional Revenue 

under the CPI-X Price Path for 
the year ended 31 March 2009 

 5,476,373  

  

  
NR2009 / R2009 

Expression must be less than or 
equal to 1 to avoid breaching 

5(1)(a) 
 1.0836  

  

  
R2009 - NR2009 Value of Compliance or (Breach) (457,798) 

  

          

  

For presentation purposes, the CPI Index has been presented to four decimal places, 
however, for the calculation of R2009, the full index (with no rounding) has been applied.  
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  CPI2005

  Numerator Denominator   

  CPIQ1,2004 928 CPIQ1,2003 913   

  CPIQ2,2004 935 CPIQ2,2003 913   

  CPIQ3,2004 941 CPIQ3,2003 918   

  CPIQ4,2004 949 CPIQ4,2003 924   

  Total  3753 Total  3669   

  CPI2005 2.29%   

  
Source: Statistics New Zealand All Groups SE9A Index (Note this index was rebased to June 2006 -Consumers Price Index Review information paper published 
on 28 September 2006. The 2006 September quarter CPI was the first index published using the new base)   

    

  CPI2006

  Numerator Denominator   

  CPIQ1,2005 953 CPIQ1,2004 928   

  CPIQ2,2005 962 CPIQ2,2004 935   

  CPIQ3,2005 973 CPIQ3,2004 941   

  CPIQ4,2005 979 CPIQ4,2004 949   

  Total  3867 Total  3753   

  CPI2006 3.04%   

  
Source: Statistics New Zealand All Groups SE9A Index (Note this index was rebased to June 2006 -Consumers Price Index Review information paper published 
on 28 September 2006. The 2006 September quarter CPI was the first index published using the new base)   

    

  CPI2007

  Numerator Denominator   

  CPIQ1,2006 985 CPIQ1,2005 953   

  CPIQ2,2006 1000 CPIQ2,2005 962   

  CPIQ3,2006 1007 CPIQ3,2005 973   

  CPIQ4,2006 1005 CPIQ4,2005 979   

  Total  3997 Total  3867   

  CPI2007 3.37%   

  
Source: Statistics New Zealand All Groups SE9A Index (Note this index was rebased to June 2006 -Consumers Price Index Review information paper published 
on 28 September 2006. The 2006 September quarter CPI was the first index published using the new base)   

    

  CPI2008

  Numerator Denominator 
  

  CPIQ1,2007 1010 CPIQ1,2006 985 
  

  CPIQ2,2007 1020 CPIQ2,2006 1000 
  

  CPIQ3,2007 1025 CPIQ3,2006 1007 
  

  CPIQ4,2007 1037 CPIQ4,2006 1005 
  

  Total  4092 Total  3997 
  

  CPI2008 2.38% 
  

  
Source: Statistics New Zealand All Groups SE9A Index (Note this index was rebased to June 2006 -Consumers Price Index Review information paper published 
on 28 September 2006. The 2006 September quarter CPI was the first index published using the new base)   

    

  CPI2009

  Numerator Denominator 
  

  CPIQ1,2008 1044 CPIQ1,2007 1010 
  

  CPIQ2,2008 1061 CPIQ2,2007 1020 
  

  CPIQ3,2008 1077 CPIQ3,2007 1025 
  

  CPIQ4,2008 1072 CPIQ4,2007 1037 
  

  Total  4254 Total  4092 
  

  CPI2009 3.96% 
  

  
Source: Statistics New Zealand All Groups SE9A Index (Note this index was rebased to June 2006 -Consumers Price Index Review information paper published 
on 28 September 2006. The 2006 September quarter CPI was the first index published using the new base) 
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Appendix B - Information Supporting Clause 5(1)(b) 

           

  Clause 5 (1) (b)       

          

  NRMax       

          

  

Maximum Notional Revenue for the period 1 April 2008 to 31 March 2009.  
P x Q using 31 March 2009 Prices and 31 March 2003 Base Quantities if there has been no 
change in prices over this period, otherwise the prices which generate the maximum notional 

revenue over the period when using 31 March 2003 quantities 
  

  Term Description ($)   

  

PMax  Qi

Maximum Price 
Between 1 April 2008 
and 31 March 2009 

multiplied by 31 March 
2003 Base Quantities 

7,846,447 

  

  

K2009 

Transmission Charges 
for year ending 31 

March 2009 
 1,859,396  

  

  
Rates Charges for year 
ending 31 March 2009 

 17,930  
  

  

Electricity Commission 
Levies for year ending 

31 March 2009 
 34,950  

  

  
NRMax 

Maximum Notional 
Revenue for 1 April 

2008 to 31 March 2009 
 5,934,171  

  

          

  
 

      

  Test for 5 (1) (b)  -  (NRMax / Max(R2008,R2009)) Ò 1     

          

  

Notional Reveue during the period is not to exceed the maximum of the Allowable Notional 
Revenue at the end of the assessment period and the Allowable Notional Revenue at the end 

of the previous assessment period   

  Term Description ($)   

  
NRMax 

Maximum Notional 
Revenue for 1 April 

2008 to 31 March 2009 
 5,934,171  

  

  
R2008 

Allowable Notional 
Revenue at 31 March 

2008 
 5,321,033  

  

  
R2009 

Allowable Notional 
Revenue at 31 March 

2009 
 5,476,373  

  

  

Max(R2008,R2009) 

Maximum of the 
Allowable Notional 

Revenue at 31 March 
2008 and the Allowable 
Notional Revenue at 31 

March 2009 

 5,476,373  

  

  
NRMax / Max(R2008,R2009) 

If expression is greater 
than 1, Clause 5 (1) (b) 

is breached 
 1.0836  

  

  
Max(R2008,R2009) - NRMax 

Value of Compliance or 
(Breach) 

(457,798) 
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Appendix C 
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Appendix D - SAIDI and SAIFI Statistics 

 
 

                  

  

Commerce Act (Electricity Distribution Thresholds) Notice 2004  
and Amendment Notice 2006   

  Quality Inputs and Calculations for the    

  Assessment Date 31 March 2009   

                  

Year 

SAIDI (Interruption Duration) SAIFI (Interruption Frequency) 

Class B Class C Total Class B Class C Total 

1999  28.80   21.60   50.41   0.19   0.74   0.93  

2000  16.40   60.26   76.66   0.09   1.21   1.31  

2001  12.81   28.27   41.08   0.06   1.73   1.79  

2002  0.57   38.18   38.75   0.00   0.95   0.96  

2003  27.54   72.44   99.98   0.16   1.27   1.43  

  
Five Year Average SAIDI  61.38  Five Year Average SAIFI  1.28  

2009  28.63   87.18   115.81   0.21   1.68   1.89  

              

Note: 1999 - 2003 outage statistics should be same as previously disclosed     

 

 
  



 

 20 

Appendix E - Procedure and Flow Chart for Recording SAIDI 

and SAIFI Statistics 

 
 

NEL Network System Outage Statistics Procedure 
 

 

Background: 
Nelson Electricity has to collect and record accurate information regarding all transmission, 

sub-transmission and 11kV outages.  The methods and information used has to be robust as 

the information is used in the disclosure of both SAIDI and SAIFI statistics as part of the 

Quality Threshold disclosure.  

 

Purpose: 
To ensure all information used in the outage statistic information is as accurate as possible.  

Evidence of outage times and consumer numbers must also be collected. 

 

Scope: 
Applies to all outages both planned and unplanned regarding transmission, sub-transmission 

and 11kV.  

 

Procedure: 
The Asset Manager is responsible for the collection, assessment and reporting of all network 

outage statistics.  The information used in the assessments can be from many sources: 

 

 ICP Database 

 New Connections 

 SCADA system 

 Fault forms 

 Call Care (fault call reports) 

 Control room switching instructions 

 

These sources of information are all valid and defensible sources of information. 

 

ICP Database and New Connections: 
The ICP Database and New Connections are updated as ICPs are added and removed from the 

network.  The Business Systems Administrator ensures that these databases are maintained 

and accurate. 

 

SCADA System: 
The SCADA System installed in 2004 has a detailed reporting function. All reports are time 

stamped. This gives accurate timings of any 33kV or 11kV feeder outages and restoration 

times. 
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Fault Forms: 
Fault forms provided by the NEL fault provider contain times of fault and restoration times 

recorded from the contractors who were working on the fault. This source of information is 

used if there are no other sources. 
 

Call Care: 
All fault calls are initially answered by the NEL answer phone service provided by Call Care.  

All calls are logged and time stamped and all faults reported to NEL the next day.  This 

source of information is used as NEL receives calls as soon as an outage occurs. 

 

Control Room Switching Instructions: 
The switching instructions are a valuable source of information. This is used mainly for the 

restoration times especially when backfeeding areas in the restoration phase. 

 

The Asset Manager uses all these sources to evaluate the outage statistics in the SAIDI Stats 

Spreadsheet.  

 

Calculations of customer minutes are prepared on the switching record for each individual 

outage based on switching times and ICP records.  The customer minutes for each event are 

then added to the SAIDI/SAIFI Spreadsheet which summarises all events for the year and is 

used to calculate the annual SAIDI and SAIFI.  The numbers of outages on the Nelson 

Electricity network are low compared to other Electricity Line Companies and so it is a 

relatively easy task to manage these data requirements. A hard copy summary of each outage 

is held on file. 

 

The Asset Manager reports to the General Manager all individual unplanned outage statistics 

and provides monthly summaries, which are used and reported to NEL Directors. 

 

The outage statistics are also collected and accumulated for the year from 1 April – 31 March 

the following year.  This accumulated result is used in all the information disclosures 

including the Quality Threshold disclosure. 

 

The Business System Administrator audits the results to ensure process and results are 

accurate. 
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Consumers 

Outage Area and 

Times 

 

Outage Statistics Reporting Flow Chart 

 

 

Outage 

 

Planned or unplanned  

outage occurs 

ü 

Outage is 

restored 

ü 

Outage is Analysed and 

broken down into the 

different stages 

ü 

Each stage is analysed for 

consumers affected and 

times power is off/on 

ü 

SAIDI and SAIFI are 

assessed for each stage 

ü 

SAIDI and SAIFI for all 

stages are combined to 

arrive at the total outage 

statistics 

ü 

Outage statistics are 

entered into Outage 

Statistics Worksheet 

ü 

Monthly and annual 

summaries are created and 

used for reporting 

 

ICP Database 

New 

Connections 

SCADA 

Phone records 

Fault forms 

Switching 

instructions 


