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1. Disclosure of Information Required (Clause 7(1)(a)(i) ð 

The Price Path Threshold) 
 

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

threshold at the assessment date, 31 March 2010, 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:   NR2010 
Ò 1 

  

    R2010   
            

Result:    $6,176,939 / $5,536,312  > 1   

            

            

Result:    1.1157  > 1   

            

            

Result:     Threshold is breached by $640,626   

            

            

 

Explanatory Note 

Nelson Electricity (NEL) has breached the 31 March 2010 Price Path Threshold by 

$640,626.  

 

NEL has increased line charges by 7.5% as at 31 March 2010 compared to the line 

charges as set at 1 April 2009 to help fund a two year increased step in capital 

expenditure. 

 

NEL owns and operates the lines for the central Nelson City area.  NEL distributes 

approximately 148 GWh of electricity to approximately 9,000 consumers.  Almost the 

entire network is dense urban.  The growth rate in consumption and demand is 

approximately 1.0 % ï 1.5% per year.  The network is currently supplied by one 
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33kV/11kV zone substation with three 33kV sub-transmission lines connecting to 

Transpowerôs Stoke substation. 

 

The load on the sub-transmission lines is approaching maximum capacity to maintain 

n-1 security of supply during the peak demand times of winter.  The zone substation 

is of outdoor type in close proximity to the Nelson CBD, it is aged and there are two 

areas in which NEL has a qualified n-1 security of supply; 

 

¶ 33kV transformers 

¶ 11kV switchboard 

 

NEL has put a lot of resources into the assessment of how to deal with the future 

sub-transmission and zone substation needs.  The outcome was that it is prudent 

install a new 33kV sub-transmission line 7 km to Transpowerôs Stoke substation as 

well as replacing the existing aged zone substation in Haven Road with a 

predominantly indoor substation on the same site.  The total cost of these two 

projects combined is approximately $8 million.  It is presently intended that these 

projects are to be completed over the next two years subject to a further final review 

presently being undertaken.  The company would undertake the work in conjunction 

with Network Tasman who will be installing a similar 33kV line over much of the 

same route.  This last aspect is very significant having regard to the cost savings 

arising from working jointly on such a project.  The investment is necessary for NEL 

and it future proofs the network for a number of years at the sub-transmission/zone 

substation level. 

 

The capital expenditure forecast plan as disclosed in the NEL Asset Management 

Plan on a year to year basis is relatively stable to account for growth, renewal and 

replacements of the 11,000 Volt to 400 Volt portions of the network, approximately 

$1.1 ï 1.5 million per year.  The projects mentioned above increase the capital 

expenditure for the next two years significantly by $4.0 million each then returning to 

the stable levels thereafter. 

 

Following an in depth assessment the company resolved to provide an additional 

contribution to the capital work programme by increasing line charges from 31 March 

2010 by 7.5% and by also increasing debt levels within the company to a gearing 

level of 37%.  NEL is very mindful of the need to take a very responsible and 

reasoned approach to price increases, particularly in the current economic climate, 
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and accordingly did not increase its charges last year.   However, after taking advice 

and considering the importance of the electricity supply to the Nelson City the 

decision was made increase line charges.  

  

The increase of line charges at 31 March 2010 means that NEL will have notional 

revenue in excess of the allowable revenue as at 31 March 2010.  This will give the 

Commerce Commission the ability to declare control under Part 4A of the Commerce 

Act 1986 (as applied by the Commerce Amendment Act 2008).  NEL is preparing to 

engage the Commerce Commission on this breach and will provide the necessary 

evidence to support the pricing path undertaken. 

 

It has to be acknowledged that the breached value is exaggerated due to the 

significant number of residential consumers shifting onto a low electricity user option.  

This has increased from 120 consumers in 2003 to 1,400 consumers in 2009.  The 

assessed effect on the breach value is approximately $240k. 

 

 

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 
Ò 1 

  

    Max(R2009,R2010)   

            

Result:     $6,176,939 / $5,536,312  > 1   

            

            

Result:     1.1157  > 1   

            

            

Result:      Threshold is breached by $640,626   

            

 

Supporting evidence is presented in Appendices A and B. 

P X Q are schedules presented in Appendix C. 
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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: 

 

¶ 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) ð 

The Quality Threshold) 
 

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

threshold at the assessment date, 31 March 2010, 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. 
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Explanatory Note 

Nelson Electricity (NEL) has breached the 31 March 2010 SAIDI Quality Threshold.  

This result was due to an increased level of planned outages to replace substation 

assets as a result of identified safety and operational risks. 

  

NEL has undertaken a number of 11kV switch replacements and also substation LV 

board replacements during the year, many supply areas which could not be back fed.  

So the outage time was for the duration of the asset replacements.  The LV board 

replacements included an isolator to the transformer which will help minimise future 

LV outages if there is any work undertaken on the substations in the future. 

 

The Class C outages were below the target at 24.92 minutes compared to the 

company target of 30 minutes.  

 

Given the small size of the network it is expected that the quality 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. 
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3. Disclosure of Information Required (Clause 7(1)(a)(iii) ð 

The Policies and Procedures for Recording SAIDI and 

SAIFI Statistics) 
 

Nelson Electricity Limited follows the procedure ñNEL Network System Outage 

Statisticsò 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. Auditorõs Report on the Threshold Compliance 

Statement 
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6. Certification of Threshold Compliance Statement 

 

We, Kenneth John Forrest and Michael John McCliskie, 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 

 

 

 

  

Kenneth John Forrest  Michael John McCliskie 

 

21 May 2010 21 May 2010 
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Appendix A - Information Supporting Clause 5(1)(a) 
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Appendix B - Information Supporting Clause 5(1)(b) 
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Appendix C 
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Appendix D - SAIDI and SAIFI Statistics 
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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 ï 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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