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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 threshold compliance information applicable to the assessment date of 

31 March 200 8 (the assessment period being 1 April 200 7 to 31 March 200 8).  
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4  Price path threshold 5(1) (a),  (b)  and 5(2)  

4.1  Introduction  

As required under the Notice  s7(1)(a)(i),  this statement provides  evidence in the form of 

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

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

evidence for excluding these services), and other data, information, and calculations, that 

states  Eastland Network ôs  position with respect to the price p ath threshold.  

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

Eastland Network  does not compl y 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 7 to 31 March 200 8 

Is not to 
exceed  

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

200 7 to 31 March 200 8 

×Pi, 200 8Qi0-K200 8 ¢ R200 7(1+æCPI200 8)(1 -X)  
Eastland Network ôs 
Result  

$15, 127,54 4 >  $14,624,125  

 

¶ LHS of 5(1) (a)  ï Notional revenue from 1 April 200 7  to 31 March 200 8  

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

200 7 to 31 March 200 8 viz $15, 127,54 4 

¶ RHS of 5(1) (a)  ï Allowable notional r evenue for the period of 1 April 200 7  to 

31 March 200 8  

The allowable notional revenue as at 31 March 200 7 was  $14,576,134 , copied from  

9.1.2  Allowable Notional Revenue for the period 1 April 200 7 to 31 March 200 8.  This 

can be inflated based on the CPI -X price path, using a CPI factor of 2.38 % and an X 

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

200 8 of $14,624,125.  
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4.3  Compliance with price path  threshold 5(1)(b)  

Eastland Network  does not compl y 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 7 to 31 March 200 8 

Is not to 
exceed  

The greater of the allowable notional 
revenue at 31 March 200 8 and the 
allowable notional revenue at 31 

March 200 7 

×PMAXQi-K200 8 ¢ MAX(NR 200 8,NR200 7)  
Eastland Network ôs 
Result  

$15, 127,54 4 >  $14,624,125  

 

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

200 7  to 31 March 200 8  

Eastland Network  made no changes to the tar iffs implemented on 1 April  200 7 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 200 8 and the previous assessment period ending 31 March 200 7.   Notional  

annual revenue is copied from 9.1.1  Notional Revenue for the Period 1 April 200 7 to 31 

March 200 8 viz $ 15, 127,54 4 

 

¶ RHS of 5(1)(b) ï Greater of the allowable  notional revenue at 31 March 200 7  

and the notional revenue at 31 March 200 8  

Allowable notional annual revenue is copied fro m 9.1.2  Allowable Notional Revenue for 

the period 1 April 200 7 to 31 March 200 8, viz $14,624,125 . 

Allowable notional revenue for the period 1 April 200 6 to 31 March 200 7 is copied from 

Eastland Network Limitedôs Threshold Compliance Statement for that period, viz 

$14,576,134 .  The m aximum  allowable  notional revenue is  determined as shown below:  

Allowable Notional 

Revenue  

Notation  Amount  

Allowable Notional 

revenue at 31 March 

200 7 

NR200 7 $14,576,134  

Allowable Notional 

revenue at 31 March 

200 8 

NR200 8 $14,624,125  

 
MAX(NR 200 7,NR200 8)  $ 14,624,125  
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4.4  Compliance with price path threshold 5(2)  

Clause 5(2) of the Notice does not apply to Eastland Networkôs prices for the assessment 

period as Eastland Network did not  undertake any restructuring of the prices implemented on 

1 April 2008.  

 

4.5  Notional Revenue compared with Allowable Notional 

Revenue  

Eastland Network ôs notional revenue at all times during the assessment period was higher than 

the allowable notional revenue at the beginning (1 April 200 7)  and  at the end (31 March 200 8) 

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 7 to 31 March 200 8 

Is not to 
exceed  

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

×PMAXQi-K200 8 ¢ R200 7(1+æCPI200 8)(1 -X)  

Eastland 

Networ kôs 
Result  

$15, 127,54 4 

>  
the beginning of the period, 1 April 200 7. 

$14,624,125  

>  
the end of the period, 31 March 200 8. 

$14,624,125  

 

¶ LHS ï Notional revenue at all times during the period fr om 1 April 200 7  to 31 

March 200 8  

Eastland Network  made no changes to the tar iffs implemented on 1 April  200 7 during 

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

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

9.1.1  Notional Revenue for the Period 1 April 200 7 to 31 March 200 8, viz $15, 127,54 4. 

¶ 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 7 to 31 March 200 8 did 

not change during the period and is the figure as shown in paragraph 4.2.  
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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 existing Eastland Network  owned reticulation.  

4.6.2 Excluded Services 

¶ Transpower Loss Rental Rebates.  For the period of 1 April  200 7 to 31 March 200 8 

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). 

¶ Custome r Contributions.  Eastland Network  receives income from customer and 

developer contributions which reflect the residual cost of any network extensions or 

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

contractor to co nstruct 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 ch arges 

as advised by Transpower on 18 December 2006 . 

¶ 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 re lation 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 assessment period.  
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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 e vidence 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 200 7 
to 31 March 

200 8 

Is not 
to 

exceed  
The five year average SAIDI to 31 March 2003  

SAIDI 200 8 ¢ (  
SAIDI 1999 +SAIDI 2000 +SAIDI 2001 +SAIDI 2002 +SAIDI 2003  

)  5 

Eastland 
Network ôs 
Result  

246.95  ¢ 374.83  

 

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

The SAIFI quality threshold for distribution businesses is as follows:  

Defined 

Calculation 

Methodology:  

SAIFI for 

the period 

of 1 April 

200 7 to 31 

March 

200 8 

Is not 

to 

exceed  

The five year average SAIFI to 31 March 2003  

SAIFI 200 8 ¢ (  

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

)  5 

Eastland 

Network ôs 

Result  

3.94  ¢ 4.0 6 

 

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 on 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 pro vides an audit of connection 

and conductivity data accuracy.  

¶ Responsibility:  Project E ngineers and Information Manager.  

Interruption 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 O utage Database and used for internal and external 

reporting.  

¶ Responsibility : GM Electricity Operations  

5.3.2 Policies 

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

Electricity Disclosure Requirements 2004 and Reliability Perf ormance Measurement 

Manual 1994.  

¶ Monthly comparison of actual interruption performance with Asset Management Plan 

and Statement of Corporate Intent targets reported to and reviewed by the Board of 

Directors.  

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

processes to determine the accuracy and compliance of deliverables.  

 

 

 



 

  Page 12  

6  Consumer consultation  activity  

6.1  Specific requirements  

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

broad ly require a lines company to:  

a.  Properly advise (or ensure that another person properly advises on its behalf) its 

consumers (or another person that accurately reflects the interests of those consumers) 

about the price and quality trade -offs available to th em in relation to the goods and 

services provided by the distribution business.  

b.  Consult (or ensure that another person consults on its behalf) with those consumers (or 

another person that accurately reflects the interests of those consumers) about the 

qual ity of goods and services that they require, with reference to the price of those 

goods and services.  

c.  Properly consider the views expressed by consumers during and after that consultation.  

d.  Adequately take these views into account when making asset manageme nt decisions.  

6.2  Definition of quality  

As part of both the large consumer survey and the mass market survey Eastland Network has 

asked consumers to identify what is the most important aspect of electricity supply, the second 

most important, and the third most  important from the following list of lines service attributes:  

¶ Answering the phone quickly when they called Eastland Network . 

¶ Keeping the power on all the time  (ñcontinuityò). 

¶ Quick processing of applications for new connections.  

¶ Getting a dvi ce on technical matters . 

¶ Getting the power back on quickly  (ñrestorationò). 

¶ No voltage flicker or surge . 

¶ Sufficient notice of planned shutdowns.  

Consumer responses revealed the following:  

¶ A clear majority of consumers considered continuity to be the most imp ortant attribute.  

¶ A reasonable majority considered restoration to be second most important.  

Eastland Network  therefore believes interpreting ñqualityò as continuity and restoration is well 

justified, and uses the term ñreliabilityò to embody both of these attributes . 

6.3  Definitions of large & small consumer s  

In its Consumer Consultations for the periods ending 31 March 2004 and 31 March 2006 

Eastland Network consulted with its 25 largest consumers by kWh consumption. This definition 

of ñlargeò was accepted by the Commerce Commission in 2004 and 2006 hence Eastland 

Network adopted this definition again for the 2 year period ending 31 March 2008 when it 

again consulted its 25 largest consumers.  
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For the two year period ending 31 st  March 2008 Eastland Network also  commissioned an 

independent call bureau to conduct a survey to a random sample of 485, (2.5%) of its mass 

market Domestic consumers. This survey asked similar questions to the large survey, and also 

included a question on brand identity. Notwithstanding t his representative survey, Eastland 

Network has also consulted the following five  representative  groups:  

¶ GreyPower (representing older people, often on fixed incomes).  

¶ Gisborne District Council and Wairoa District Council economic development units 

(repres enting the interests of businesses that may establish in the East Cape or 

northern Hawkes Bay areas).  

¶ Chamber Of Commerce (representing existing businesses).  

¶ Electricity retailers operating on Eastland Networkôs network (representing consumers 

at large).  
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6.4  Summary of compliance  

This section provides supporting evidence that the requirements of bullet points (a) to ( d) in Section 6.1 of this document have been 

complied with.  

Compliance requirement  Large consumer activities  Mass - market activities  

Properly advise (or ensure 

that another person properly 

advises on its behalf) its 

consumer s (or another person 

that accurately reflects the 

interests of those consumer s) 

about the price and quality 

trade -offs av ailable to them in 

relation to the goods and 

services provided by the 

distribution business.  

¶ Consultation with all new physical 

connections (or their representative) on 

issues such as location of assets, 

configuration of assets and pricing plans.  

¶ During casual discussions and site visits 

with individual large consumersô staff. 

¶ During regular formal meetings with large 

consumers.  

¶ Through the asset management plan.  

¶ During the specific engagement process for 

the 2 year period ending 31 March 2008 in 

which it  was put to large consumers that 

they could:  

o Pay less to have less reliability.  

o Pay about the same to have about 

the same reliability.  

o Pay a bit more to have a bit more 

reliability.  

o Pay a lot more to have a lot more 

reliability.  

¶ Eastland Networkôs schedule of charges, 

(available on the website) offers an Economy 

Pricing Code (Low Capacity Price category 0 -

3KVA), and Low Fixed Pricing Codes in 

accordance with Electricity -  (Low Fixed 

Charge Tariff Option for Domestic 

Consumers) Regulations 2004.  

¶ Consultation with electricity retailers as 

proxies for consumers (noting the very poor 

response from retailers).  

¶ Consultation with all new physical 

connections (or their representative) on 

issues such as location of assets, 

configuration of assets and pricing plans 

whi ch forms the basis of negotiation with the 

consumer.  

¶ Engagement with GreyPower as a proxy for 

specific classes of mass -market consumers 

during the engagement process for the 2 

year period ending 31 March 2008.  

¶ Engagement with Federated Farmers as a 

proxy f or specific classes of mass -market 

consumers during the engagement process 

for the 2 year period ending 31 March 2008.  

¶ Engagement with the Chamber Of 

Commerce as a proxy for specific classes of 

mass -market consumers during the 
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Compliance requirement  Large consumer activities  Mass - market activities  

engagement process for the 2 year period 

ending 31 March 2008.  

¶ Engagement with the GDC economic 

development unit as a proxy for specific 

classes of mass -market consumers during 

the engagement process for the 2 year 

period ending 31 March 2008.  

¶ Attempted engagement with the WDC 

economi c development unit as a proxy for 

specific classes of mass -market consumers 

during the engagement process for the 2 

year period ending 31 March 2008.  

Consult (or ensure that 

another person consults on its 

behalf) with those consumer s 

(or another person that 

accurately reflects the 

interests of those consumer s) 

about the quality of goods and 

services that they require, 

with reference to the price of 

those goods and services.  

 

¶ During regular meetings and site visits with 

large consumer s staff.  

¶ During the specific engagement process for 

the 2 year period ending 31 March 2008 in 

which it was put to large consumer s that 

they could:  

o Pay less to have less reliability.  

o Pay about the same to have about 

the same reliability.  

o Pay a bit more to h ave a bit more 

reliability.  

o Pay a lot more to have a lot more 

reliability.  

¶ Consultation with electricity retailers as 

proxies for consumers.  

¶ Consultation with all new physical 

connections (or their representative) on 

issues such as location of assets, 

conf iguration of assets and pricing plans 

which forms the basis of negotiation with the 

consumer.  

¶ Engagement with GreyPower as a proxy for 

specific classes of mass -market consumers 

during the engagement process for the 2 

year period ending 31 March 2008.  

¶ Engag ement with Federated Farmers as a 

proxy for specific classes of mass -market 

consumers during the engagement process 

for the 2 year period ending 31 March 2008.  

¶ Engagement with the Chamber Of 

Commerce as a proxy for specific classes of 

mass -market consumers  during the 
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Compliance requirement  Large consumer activities  Mass - market activities  

engagement process for the 2 year period 

ending 31 March 2008.  

¶ Engagement with the GDC economic 

development unit as a proxy for specific 

classes of mass -market consumers during 

the engagement process for the 2 year 

period ending 31 March 2008.  

¶ Attempted engagement with the WDC 

economic development unit as a proxy for 

specific classes of mass -market consumers 

during the engagement process for the 2 

year period ending 31 March 2008.  

Properly consider the views 

expressed by consumer s 

during and after that 

consultation.  

The views obtained by the large consumer  survey, the representative groups survey and the 

mass -market survey have been compiled into reports that are considered at General Manager  

level , (as applicable)  during strategic, business,  pricing and customer management planning 

rounds. . General required outcome sand/or required actions are incorporated into appropriate 

plans.  

Adequately take these views 

into account when making 

asset management decisions.  

The primary means of taking thos e views into account when making asset management decisions 

is through the ñSetting the service levelsò section in the AMP. It must be noted that the common  

nature of public electricity  supply , and the service levels set by regulatory and technical 

constra ints do not al ways  permit individual consumer s preferences to be implemented . 

 

 

 



 

  Page 17  

6.5  Narrative  descriptions of compliance  

6.5.1 Consultation with all new consumers 

Eastland Networkôs process of connecting up a new consumer or upgrading supply to an 

existing consumer includes:  

¶ A formal process where the consumer or their agent advises ENL on such matters as 

the location of the connection relative to the existing network, the size of the load to be 

supplied, physical  configuration of assets required  

¶ Where applicable ENL prepares a written proposal which includes a physical description 

of work to be done, commercial details and any capital contribution required. This 

ñscopeò becomes the basis of consultation and negotiation between the consumer and 

ENL. 

¶ Acceptance, modification or rejection of the proposal by the consumer.  

Where the consumer  is very large, a number of physical and commercial options are often 

available.  

Reference  

¶ ENL 9 Operational Procedures Manual; Se ction 2 Connections Procedure V2 2008.  

 

6.5.2 Eastland Networkôs schedule of charges 

For all non -  TOU consumers ENL offers Controlled and Uncontrolled variable charges. The 

Controlled tariff provides for ENL to interrupt supply (ie. a lower level of continuity) in return 

for a lower variable charge.  

For TOU consumers ENL offers variable charges as determined by four time based pricing 

bands, (Evening Peak, Morning Peak, Off Peak &  Night). This gives consumers the option to 

benefit economically by regulating their energy consumption.  

Reference  

¶ http://www.eastland.co.nz 

 

6.5.3 Consumer discussions and meetings 

As part of the general business of the Eastland Group , meetings are held with major customers  

to discuss matters of common interest .  One outcome of these meetings is the opportunity to 

consult with consumers on network  price and quality matters.  

Further, as and when required meetings are held with consumers to discuss specific network 

price and/or quality matters.  

 

6.5.4 Asset management plan 

The asset management plan (AMP) is the point where all of Eastland Networkôs consumer 

engagement consolidates into a range of strategies, policies and plans that reflect consumersô 

http://www.eastland.co.nz/
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expectations of price and quality subject to other drivers and constraints.  In particular Section 

3.0of the AMP states a range of expected service levels derived from consumer engagement.  

Reference  

¶ Eastland Network Asset Management Plan 2007 ï 2017.  

 

6.5.5 Large consumer engagement 

Eastland Network used an independent consultant to survey its 25 largest consumers by kWh 

consumption during the 2 year period ending 31 March 2008. This was largely a repeat of the 

2004 and 2006 engagement processes in which these consumers were consulted. However the 

2006  and 2008 engagements were more detailed than the 2004 engagement in that a wider 

range of questions were asked to gain a deeper understanding of consumers needs and 

impressions of Eastland Networkôs performance. 

The engagement process also revealed a very high level of satisfaction with  the current price -

quality combination with only one respondent indicating a possible interest in ñpaying a bit 

more to have a bit moreò. 

References  

¶ 2008 -eastland -consumer -survey - results -070208.doc  

 

6.5.6 Consultation with retailers 

In order to obtain further pr oxies for the views of the mass -market, retailers operating on 

Eastland Network ôs network were consulted  by an independent consultant and asked how well 

their interests were being served by Eastland Network . Only TrustPower responded in time for 

inclusion in this report.,  

Reference  

¶ 2008 -eastland - retailer - feedback -070208.doc  

 

6.5.7 Consultation with GreyPower 

Rising energy charges are always a concern, but the fact that this is energy and not lines is not 

well understood by some sectors of the community . 

Reference  

¶ 2008 -eastland - representaitve -groups - feedback -0702 08.doc  

 

6.5.8 Consultation with GDC and WDC 

The GDC economic development unit indicated that although industry doesnôt seem to be 

coming to Gisborne, this cannot be conclusively attributed to Eastlandôs pricing or reliability.  

Reference  

¶ 2008 -eastland - representaitve -groups - feedback -0702 08.doc  
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6.5.9 Consultation with Chamber Of Commerce 

The Gisborne Chamber Of Commerce had no complaints about ENLôs pricing or reliability.  

Reference  

¶ 2008 -eastland - representaitve -groups - feedback -0702 08.doc  

 

6.5.10 Consultation with Federated Farmers 

Federated Farmers East Cape Division indicated that there have been no obvious concerns 

expressed about ENLôs pricing or reliability.  

Reference  

¶ 2008 -eastland - representaitve -gr oups - feedback -0702 08.doc  
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7  Auditorôs Report 

 

  


