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3  Introduction  

This Threshold Compliance Statement is submitted by Eastland Network L td pursuant to clause 

7(1)  of the Commerce Act (Electricity Distribution Thresholds) Notice 2004 (ñthe Noticeò). 

 

This statement provides t hreshold compliance information applicable to the assessment date of 

31 March 200 7 (the assessment period being 1 April 200 6 to 31 March 200 7).  

 

This statement supersedes the statement published on 24 May 2007 .  This statement rectifies 

the incorrect appli cation of the price path test as set out in clause 5(1)(b) of the Commerce 

Act (Electricity Distribution Thresholds) Amendment Notice 2006  as shown in the previous 

statement.  
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4  Price path threshold 5(1) (a),  (b)  and 5(2)  

4.1  Introduction  

As required under the No tice  s7(1)(a)(i),  this statement provides  evidence in the form of 

revenue, notional revenues, prices, base quantities, pass - through costs, units of measurement 

associated with all numeric data, list of excluded services (and the reasons and supporting 

evid ence for excluding these services), and other data, information, and calculations, that fully 

supports and explains the confirmation of Eastland Network  compliance with the price path 

threshold.  

4.2  Compliance with price path threshold 5(1) (a)  

Eastland Network  complies with clause 5(1) (a)  of the Notice . 

The price path threshold  for a distribution business ôs notional revenue at each assessment date  

is as follows:  

Defined Calculation 
Methodology:  

Notional revenue for the period of 
1 April 200 6 to 31 March 200 7 

Is  not to 
exceed  

The allowable notional revenue under the 
CPI-X price path for the period of 1 April 

200 6 to 31 March 200 7 

×Pi, 200 7Qi0-K200 7 ¢ R200 6(1+æCPI200 7)(1 -X)  
Eastland Network ôs 
Result  

$14,54 1,155  ¢ $14,57 6,134  

 

¶ LHS of 5(1) (a)  ï Notional revenue from 1 April 200 6  to 31 March 200 7  

Notional annual revenue is copied from  9.1.1  Notional Revenue for the Period 1 April 

200 6 to 31 March 200 7 viz $1 4,54 1,155  

¶ RHS of 5(1) (a)  ï Allowable notional r evenue for the period of 1 April 200 5  to 

31 March 200 6  

The allowable notional revenue as at 31 March 200 6 was  $14,38 9,851 , copied from  

9.1.2  Allowable Notional Revenue for the period 1 April 200 6 to 31 March 200 7.  This 

can be inflated based on the CPI -X price path, using a CPI factor of 3.36 % and an X 

factor for Eastland Network  of 2%, to the  allowable  notional revenue as at 31 March 

200 7 of $ 14,57 6,134 . 
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4.3  Compliance with price path threshold 5(1)(b)  

Eastland Network  complies with clause 5(1)(b) of the Notice.  

The price path threshold for a distribution businessôs notional revenue during each assessment 

period is as follows:  

Defined Calculation 
Methodology:  

Notional revenue at any time 
during the period from 1 April 

200 6 to 31 March 200 7 

Is not to 
exceed  

The greater of the allowable  notional 
revenue at 31 March 200 7 and the 
allowable  notional revenue at 31 

March 200 6 

×PMAXQi-K200 7 ¢ MAX(NR 200 7,NR200 6)  
Eastland Network ôs 
Result  

$14,54 1,155  ¢ $15,713,350  

 

¶ LHS of 5(1)(b ) ï Notional revenue at anytime during the period fr om 1 April 

200 6  to 31 March 200 7  

East land Network  made no changes to the tar iffs implemented on 1 April  200 6 during 

the assessment period.  Therefore, the notional revenue at any time during the period 

is less than the greater of the allowable notional revenue for the period ending 31 

March 2 007 and the previous assessment period  ending 31 March 2006.    Notional 

annual revenue is copied from 9.1.1  Notional Revenue for the Period 1 April 200 6 to 31 

March 200 7 viz $14,541,155  

 

¶ RHS of 5(1)(b) ï Greater of the allowable  notional revenue at 31 March 200 6  

and the notional revenue at 31 March 200 7  

Allowable notional annual revenue is copied from 9.1.2  Allowable Notional Revenue for 

the period 1 April 200 6 to 31 March 200 7, viz $14,576,134.  

Allowable notional revenue for the period 1 April 2005 to 31 March 2006 is copied from 

Eastland Network Limitedôs Threshold Compliance Statement for that period, viz 

$15,713,350.   The m aximum  allowable  notional revenue is  determined as shown below:  

Allowable  Notional 

Revenue  

Notation  Amount  

Allowable  Notional 

revenue at 31 March 

200 6 

NR200 6 $15,713,350  

Allowable  Notional 

revenue at 31 March 

200 7 

NR2007  $14,576,134  

 
MAX(NR 200 6,NR200 7)  $15,713,350  

 

 

4.4  Compliance with price path threshold 5(2)  

Eastland Network complies with clause 5(2) of the Notice.  
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Eastland Network restructured some of the pri ces that were introduced on 1 April 2005.  This 

restructure of itself, did not create an increase in revenue for the business.   

This is shown as follows:  

×Pi,200 5/0 6Qi, 200 5/0 6 Ó ×Pi, 200 6/0 7Qi, 200 6/0 7 

$23, 019,763  Ó $23, 01 5,789  

 

¶ LHS ï Sum of Price x Regul at ed Quantity prior to restructure and introduction 

on 1 April 200 6 .  

Determination of the figure is shown in Table 8  in  9.2  Supporting Tariffs, Volumes and 

Notional Revenue . 

¶ RHS ï Sum of Price x Regula ted Quantity following restructure and 

introduction on 1 April 200 6 .  

Determination of the figure is shown in Table 6 in  9.2  Supporting Tariffs, Volumes and 

Notional Revenue .,  and is less than the previ ous years result.  

 

4.5  Notional Revenue compared with Allowable Notional 

Revenue  

Eastland Network ôs notional revenue at all times during the assessment period was not higher 

than the allowable notional revenue at the beginning (1 April 200 6)  or at the end (31 March 

200 7) dates of the assessment period.  This is shown in the table below:  

Defined 
Calculation 
Methodology:  

Notional revenue at all times 
during the period from 1 April 

200 6 to 31 March 200 7 

Is not to 
exceed  

The allowable notional revenue under the 
CPI-X price path at:  

×PMAXQi-K200 7 ¢ R200 6(1+æCPI200 7)(1 -X)  

Eastland 

Networ kôs 
Result  

$14,54 1,155  

¢ 
the beginning of the period, 1 April 200 6. 

$14,57 6,134  

¢ 
the end of the period, 31 March 200 7. 

$14,57 6,134  

 

¶ LHS ï Notional revenue at all times during the period fr om 1 April 200 6  to 31 

March 200 7  

Eastland Network  made no changes to the tar iffs implemented on 1 April  200 6 during 

the assessment period.  Therefore, the notional revenue at all times during the period 

equals the notional revenue for t he period.  Notional annual revenue is copied from  

9.1.1  Notional Revenue for the Period 1 April 200 6 to 31 March 200 7, viz $ 14,54 1,155 . 
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¶ RHS ï Allowable notional revenue at the beginning or at the end of the 

assessment period  

The allowable notional revenue for the period from 1 April 200 5 to 31 March 200 6 did 

not change during the period and is the figure as shown in paragraph 4.2.  

 

4.6  Specified Services, Excluded Services and Pass -

Through Costs  

The follow ing revenue and costs are included as specified services, excluded services or pass -

through costs.  

4.6.1 Specified Services 

¶ Line Charge Revenue . 

¶ Other non -contestable revenue which includes the provision of ripple relays and the 

connection of customers to existi ng Eastland Network  owned reticulation.  

4.6.2 Excluded Services 

¶ Transpower Loss Rental Rebates.  For the period of 1 April  200 6 to 31 March 200 7 

these are excluded from the line charge revenue and the pass - through costs on the 

basis that the amounts received are  passed on transparently and in full to Eastland 

Network ôs customers in accordance with the definition of óspecified servicesô (g). 

¶ Customer Contributions.  Eastland Network  receives income from customer and 

developer contributions which reflect the residu al cost of any network extensions or 

upgrades required to supply their development.  The customer or developer selects the 

contractor to construct the works and hence there is effective competition for the 

provision of those services in accordance with the  definition of óspecified servicesô (d). 

4.6.3 Pass-Through Costs 

¶ Transpower connection and interconnection charges.   This included Transpower charges 

as advised by Transpower on 25 November 2005.  

¶ Avoided transmission costs.  The company has undertaken generation  and other 

activities that substitute for the use of the transmission system.  Avoided transmission 

costs include the following costs in relation to hydro, diesel generation and load control 

assets and operations of the company:  

o Direct operating costs;  

o Maintenance costs;  

o Depreciation;  

o Indirect costs related to Avoided transmission; and  

o Cost of capital.  

¶ Rates paid to the territorial local authorities during the assessment period (relating to 

network assets).  

¶ Electricity Commission levies paid during the ass essment period.  
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4.7  Rebate of Transpower Charges  

Eastland Network included in its tariffs transmission charges as advised by Transpower on 25 

November 2005.  Subsequent to this notice from Transpower, the Commerce Commission 

advised of its intention to decla re control of Transpowerôs prices.  Transpower then  advised 

new prices on 31 March 2007.  

To meet current regulation and Use of System agreements, Eastland Network had  to notify 

both the public and the retailers of its prices prior to this date.  Therefore,  Eastland Networkôs 

prices for the period from 1 April 2006 to 31 March 2007 included the Transmission Charges as 

advised by Transpower on 25 November 2005.  

From the period 1 April 2006 to 31 March 2007, Transpower charged Eastland Network at the 

rate advi sed on 25 November 2005 but provided a rebate for the difference between these 

prices and those subsequently advised on 31 March 2006.   Eastland Network held these 

rebates in reserve pending quantification of the total value of these rebates over the perio d 

covered by this Price Path Threshold Compliance Statement, and confirmation of the 

mechanism by which these rebates would be passed through to the customers .  The 

transmission charges that are shown in this Price Path Threshold Compliance Statement are 

exclusive of the rebates.  

These rebates totalling $862,485 were paid to the electricity retailers on 30 April 2007. In 

addition interest of $40,511, calculated at 7.35% was paid on these rebates. The interest rate 

is that advised by the Commerce Commission to  the Electricity Networks Association.  
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5  Quality threshold s 6(1)(a)  and 6(1)(b)  

5.1  Introduction  

As required under the Notice s7(1)(a)(ii), this statement provides evidence of Eastland 

Network ôs compliance with the quality threshold, and includes evidence to this effect in the 

form of SAIDI and SAIFI statistics, relevant information from asset management plans, and 

other data, information, and calculations, that fully supports and explains the confirmation.  

5.2  Compliance with quality threshold s 6(1)(a)  and 

6(1)(b)  

Eastland Network  complies with clause 6(1) (a)  of the Notice.  

The SAIDI quality  threshold for distribution businesses is as follows:  

Defined 
Calculation 
Methodology:  

SAIDI for 
the period 
of 1 April 

2006 to 31 
March 
2007  

Is not 
to 

exceed  
The five year avera ge SAIDI to 31 March 2003  

SAIDI 2007  ¢ (  
SAIDI 1999 +SAIDI 2000 +SAIDI 2001 +SAIDI 2002 +SAIDI 2003  

)  5 

Eastland 
Network ôs 
Result  

257.14  ¢ 366.56  

 

Eastland Network  complies with clause 6(1)(b) of the Notice.  

The SAIFI quality threshold for distribution bus inesses is as follows:  

Defined 

Calculation 

Methodology:  

SAIFI for 

the period 

of 1 April 

2006 to 31 

March 

2007  

Is not 

to 

exceed  

The five year average SAIFI to 31 March 2003  

SAIFI 2007  ¢ (  

SAI FI 1999 +SAI FI 2000 +SAI FI 2001 +SAI FI 2002 +SAI FI 2003  

)  5 

Eastlan d 

Network ôs 

Result  

2. 98  ¢ 3.34  

 

The supporting statistics are given in  10  Quality Threshold  ï Supporting Statistics . 
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5.3  Policies and procedures for recording SAIDI an d  SAIFI  

As required under the Notice s7(1)(a)(iii), the following explanation is provided o n the policies 

and procedures used by Eastland Network  for recording the SAIDI and SAIFI statistics for the 

assessment period.  

5.3.1 Procedures 

Connection Conductivity :  

¶ Individual network connections are linked to a specific distribution transformer via GIS 

and ICP Billing system data outputs.  

¶ Connection information and network conductivity is updated in GIS and ICP Billing 

systems from Network Alteration Application forms and/or as built Network Alteration 

data returns.  

¶ GIS connection counts per network segment are updated and reviewed against ICP 

Billing system data six monthly.  

¶ The process of Outage Notification to energy retailers provides an audit of connection 

and conductivity data accuracy.  

¶ Responsibility:  Project E ngineers and Information Manager.  

Interru ption Data Capture :  

¶ A Supply Interruption Data Input Form is completed for all notifiable outages. Data is 

captured in accordance with the definitions and requirements of the Electricity 

Disclosure Requirements 2004 and Reliability Performance Measurement Manual 1994.  

¶ Responsibility:  System Operator  

Interruption Data Analysis and Reporting :  

¶ Interruption data entered into Outage Database and used for internal and external 

reporting.  

¶ Responsibility : GM Electricity Operations  

5.3.2 Policies 

¶ Collection and analysis o f interruption data is to be completed in accordance with 

Electricity Disclosure Requirements 2004 and Reliability Performance Measurement 

Manual 1994.  

¶ Monthly comparison of actual interruption performance with Asset Management Plan 

and Statement of Corpor ate Intent targets reported to and reviewed by the Board of 

Directors.  

¶ Annual audits are undertaken on Conductivity, Interruption data capture and reporting 

processes to determine the accuracy and compliance of deliverables.  
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6  Consumer consultation  

The cu stomer consultation requirements are defined in Section 6(1)(c) of  the Notice, and 

require a lines company to, at least once during the period  of 2 years ending 31 March 200 8:  

Å Properly advise its customers about the price-quality trade offs  available to them.  

Å Consult with its customers about the quality of goods and services that they require, with 

reference to the prices of those goods and  services.  

Å Properly consider the views expressed by customers. 

Å Take these views into account when making asset management  decisions.  

Eastland Network  has undertaken consultation with its largest customers during the  period of 1 

April 2004 to 31 March 200 6.  Eastland Network  will ensure that the  customer consultation 

requirements of the Notice have been met, and  may  undertake further consultation, before 

providing a summary in the  threshold compliance statement for the period ending 31 March 

200 8. 
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7  Auditorôs Report 
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