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ORION NEW ZEALAND LIMITED DEFAULT PRICE-QUALITY PATH ANNUAL COMPLIANCE STATEMENT 
FOR THE YEAR ENDED 31 MARCH 2021 
 

INTRODUCTION 

1 Orion New Zealand Limited (Orion) owns and operates the electricity distribution network in 
central Canterbury between the Waimakariri and Rakaia rivers, and from the Canterbury coast to 
Arthur’s Pass.  Our network covers 8,000 square kilometres of diverse geography, including 
Christchurch city, Banks Peninsula, farming communities and high-country regions.  We receive 
electricity from Transpower’s national grid at seven separate locations and we distribute this 
electricity to more than 210,000 homes and businesses. 

2 We charge electricity retailers on a wholesale basis for this delivery service.  Retailers, in turn, 
include this cost in their retail electricity prices - our delivery charges, including Transpower’s 
charges, typically amount to around 35% of a household’s electricity bill. 

3 As a natural monopoly service provider, we are subject to government regulation under the 
Commerce Act 1986.  Pursuant to the requirements of this Act, the Commerce Commission has set 
a regulatory framework that includes information disclosure regulations, default price-quality paths 
(DPP) and the option for distribution businesses to apply for a customised price-quality path (CPP). 

4 Orion is subject to the Electricity Distribution Services Default Price-Quality Path Determination 
2020 (the Determination) set by the Commerce Commission and applying for the five-year 
regulatory period from 1 April 2020 to 31 March 2025. 

5 The Determination requires us to issue an “annual compliance statement” within 5 months after 
the end of each assessment period, as well as an “annual price-setting compliance statement” prior 
to the start of each assessment period to demonstrate compliance, or otherwise, with the 
requirements of the Determination. 

6 This annual compliance statement covers information requirements detailed in clause 11 of the 
Determination in relation to the wash-up amount calculation, quality standards and quality 
incentives and transactions for the year ended 31 March 2021, the first assessment period of the 
five-year regulatory period (the assessment period). 
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COMPLIANCE STATEMENTS 

Wash-up amount calculation statement  

7 This year we complied with the requirements to calculate the wash-up amount set out in clause 8.6 
of the Determination for the assessment period.  The wash-up amount for the assessment period is 
($2,179.6k) which will be applied as a revenue reduction when setting our prices for FY23. 

Quality standard statement  

8 This year we complied with the quality standards set out in clause 9 of the Determination for the 
assessment period.   

9 For planned interruptions, the compliance test is carried out at the end of the 5th assessment 
period based on accumulated results.  The contribution from the current assessment period was: 

9.1 Duration of planned interruptions (SAIDI): 

 

FY21 Accumulated 
(1 of 5 years) 

Limit 
(at end of 5 years) 

Planned SAIDI 28.87 28.87 198.40 

 

9.2 Frequency of planned interruptions (SAIFI): 

 

FY21 Accumulated 
(1 of 5 years) 

Limit  
(at end of 5 years) 

Planned SAIFI  0.0933 0.0933 0.7481 

 

10 For unplanned interruptions, a compliance test is carried out at each assessment period.  Our 
reliability results for unplanned interruptions for the assessment period were: 

10.1 Duration of unplanned interruptions (SAIDI): 

 FY21 

Unplanned SAIDI result 29.70 

Unplanned SAIDI limit 84.71 

 Comply 

10.2 Frequency of unplanned interruptions (SAIFI): 

 FY21 

Unplanned SAIFI result 0.5026 

Unplanned SAIFI limit 1.0336 

 Comply 
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11 In terms of extreme events, Orion has complied with the standards as we have not had an extreme 
event. 

12 The quality incentive adjustment has been determined as $996,616 which will be applied as a 
revenue increase when setting our prices for FY23. 

13 During the assessment period, we: 

13.1 have not been involved in an amalgamation or merger, and 

13.2 have not been involved in a major transaction or transfer. 

14 This statement was prepared and certified by directors of Orion New Zealand Ltd on 23 August 
2021. 

15 Full details supporting the statements above are included in this compliance statement. 
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WASH-UP AMOUNT CALCULATION SUPPORTING INFORMATION 

16 Clause 8.6 and schedule 1.6 of the Determination require that the wash-up amount is calculated in 
accordance with the following formula for each assessment period: 

  𝐴𝐴𝐴𝐴𝐴𝐴 − 𝐴𝐴𝐴𝐴 − 𝑅𝑅𝑅𝑅 

  where 

   AAR is the actual allowable revenue; 

AR is the actual revenue; and 

RV is the revenue foregone. 

17 The calculation of each of these components is set out below. 

Actual allowable revenue (AAR) 

18 For the first assessment period in the DPP regulatory period, the actual allowable revenue (AAR) is 
calculated in accordance with the formula below as defined in schedule 1.6 (2)(a) of the 
Determination: 

  AAR = ANAR + APRC- �PTB × �1 + 67th percentile estimate of post-tax WACC�� 

  where  

   ANAR is the actual net allowable revenue; 

   APRC is the actual pass-through costs and recoverable costs; 

PTB is the pass-through balance amount; and 

67th percentile estimate of post-tax WACC is given in clause 4.2 of the Determination as 
4.23%. 

19 Actual net allowable revenue (ANAR) set for Orion for the first assessment period is given in 
schedule 1.1 of the Determination which is $158,498k. 

20 Actual pass-through costs and recoverable costs (APRC) is defined in clause 4.2 of the 
Determination as the sum of all pass-through costs and recoverable costs that were incurred or, in 
the case of drawn down amounts from the innovation project allowance, approved by the 
Commission in the assessment period, excluding any recoverable costs that is a revenue wash-up 
draw down amount. 
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21 The following table sets out individual components that we have included in the calculation of 
actual pass-through and recoverable costs. It shows the amounts for the assessment period, the 
amounts we forecasted for the assessment period when setting prices, and actual amounts for the 
prior period: 

Pass-through and recoverable costs IM reference1 FY21 
actual 

FY21 
forecast 

FY20 
actual 

  $000 $000 $000 

Transpower charges     

Connection 3.1.3(1)(b) 3,771.5 3,771.5 4,452.4 

Interconnection 3.1.3(1)(b) 56,930.6 56,930.6 52,705.7 

New investment 3.1.3(1)(c) 1,646.4 1,646.4 2,052.9 

  62,348.5 62,348.5 59,211.0 

Avoided transmission charges     

Addington/Middleton connection charges 
avoided (fifth assessment period following 
the assessment period in which the 
purchase occurred) 

3.1.3(1)(e) 2,798.0 2,717.0 2,779.3 

Hororata and Islington charges avoided 
(second assessment period following the 
assessment period in which the purchase 
occurred) 

3.1.3(1)(e) 309.9 309.9 304.0 

Bromley connection charges avoided  3.1.3(1)(e) 0.0 0.0 986.9 

  3,108.0 3,026.9 4,070.3 

Incentives     

IRIS incentive adjustment  
(see appendix D) 

3.1.3(1)(a) 0.0 0.0 4,032.9 

     

Other recoverable costs     

FENZ levy 3.1.3(1)(w) 110.5 100.0 NA 

     

Pass-through costs     

Local authority rates on system fixed 
assets 

3.1.2(2)(a) 4,321.3  4,213.0 4,111.7 

Commerce Commission Levies 3.1.2(2)(b)(i) 356.7  505.0  515.9 

Electricity Authority Levies 3.1.2(2)(b)(ii) 649.7  616.0 565.8 

Utilities Disputes Levies 3.1.2(2)(b)(iii) 119.6  113.0 112.8 

  5,447.3 5,447.0 5,306.2 

     

Total pass-through and recoverable costs 71,014.2 70,922.4 72,620.4 

     

  

 

1 Clause reference to the Electricity Distribution Services Input Methodologies Determination 2012 [2012] NZCC 26 
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22 Variances from forecasts that are shown in the table above are normal and expected, because 
forecasts, by their very nature, are predictions or estimates.  In many cases there is no concise 
reason for the variation other than to observe that the result was different. 

23 The following table shows recoverable costs and pass-through costs from above where the actual 
result varied by more than 2% from the forecast amount for FY21, and provides an explanation of 
each variance. 

Cost category Variance Explanation 
 

$000 % 
 

Avoided transmission 
charges 

81.1 +2.7% When setting prices the amounts were calculated using a prior 
method, and this was subsequently updated to the method 
required in the Determination 

Local authority rates 108.3 +2.6% Normal variation from the amount forecast 

Commerce Commission 
levies 

-148.3 -29.4% The levies were lower than the prior year which we based our 
forecast on 

FENZ Levy 10.5 +10.5% Normal variation from the amount forecast 

Electricity Authority 
levies 

33.7 +5.5% Normal variation from the amount forecast 

Utilities Disputes levies 6.6 +5.8% Normal variation from the amount forecast 

24 The pass-through balance amount (PTB) is defined in clause 4.2 of the Determination as the 
amount calculated for the assessment period ending 31 March 2020.  

25 In our annual compliance statement for the year ending 31 March 2020, we disclosed a pass-
through balance for the period ending 31 March 2020 of -$1,385.5k based on updated chargeable 
quantities and actual pass-through costs.  This was subsequently corrected to -$1,385.6k in clause 
29 of our annual price-setting compliance statement for prices applying from 1 April 2021. 

26 Therefore, the actual allowable revenue (AAR) for the assessment period is: 

ANAR +  APRC − �PTB × �1 + 67th percentile estimate of post-tax WACC�� 

  = $158,498k + $71,014.2k− �-$1,385.6k × (1 + 4.23%)�  

= $230,956.5k 
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Actual revenue (AR) 

27 The actual revenue (AR) is defined as actual revenue from prices plus other regulated income. 

28 Actual revenue from prices is calculated as the sum of each price multiplied by each corresponding 
actual quantity.  For the current assessment period, our actual revenue from prices was 
$229,489.9k. 

29 The schedule of prices that we set for the assessment period (as published on our website) is 
included in Appendix A, and the worksheet showing the calculation of actual revenue from prices is 
included in Appendix C.  

30 Other regulated income for Orion for the assessment period was $3,646.2k.  The following table 
sets out individual components that we have included in the other regulated income. 

Other regulated income FY21 Actual 

  $000 

Network usage 191.0  

Network damage 1,031.1  

Rent 2,198.9  

Other sundry revenue 389.8  

  
 

Gain (loss) on asset disposals (164.6) 

    

Total 3,646.2 

31 Therefore, actual revenue (AR) for the assessment period was: 

  $229,489.9k + $3,646.2k = $233,136.1k 

Revenue foregone (RV) 

32 Revenue forgone (RV) is defined in clause 4.2 of the Determination as: 

32.1 Nil, if the revenue reduction percentage is not greater than 20%; 

32.2 ANAR x (revenue reduction percentage - 20%), if the revenue reduction percentage is greater 
than 20%. 

33 The formula to calculate the revenue reduction percentage is:  

1 – (actual revenue from prices ÷ forecast revenue from prices) 

34 For the assessment period, our actual revenue from prices was $229,489.9k as calculated in 
Appendix C.  Forecast revenue from prices was $227,988.4k, as disclosed in clause 16 of our annual 
price-setting compliance statement for prices applying from 1 April 2020, and shown in Appendix B.  

35 Substituting these values into the revenue reduction percentage formula gives:  

1 – ($229,489.9k ÷ $227,988.4k) = - 0.7%  

36 Therefore, revenue forgone (RV) for Orion is nil for the assessment period, as the revenue 
reduction percentage is not greater than 20%. 
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Wash-up amount calculation 

37 Substituting the values calculated above for actual allowable revenue (AAR), actual revenue (AR) 
and revenue forgone (RV), the wash-up amount is: 

  AAR − AR − RV 

 = $230,956.5k− $233,136.1k− $0  

 = ($2,179.6k) 

Summary of contributing factors 

38 The wash-up amount equates to actual revenue being 0.9% higher than actual allowable revenue. 
At a high level, the main factors contributing to this variation are shown in the table below. 

Factor $000 % 

Actual chargeable quantities were greater than forecast 1,501.5 0.7% 

Other regulated income higher than forecast2 594.2 0.3% 

Pass-through and recoverable costs higher than forecast (91.8) (0.0%) 

Other variation 175.7 0.1% 

Total 2,179.6 0.9% 

 

2 The Determination does not require us to include a forecast of other regulated income when calculating compliant prices. However, Orion 
elected to allow for other regulated income when setting prices, so the variation against this forecast contributes to the wash-up amount. 
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QUALITY STANDARDS AND QUALITY INCENTIVES SUPPORTING INFORMATION  

39 The Determination sets out quality standards that assess reliability results against a set of reliability 
limits set specifically for Orion.   

40 To comply, Orion must demonstrate that it has met: 

40.1 the planned reliability limits for planned interruptions for the DPP regulatory period; 

40.2 the annual unplanned reliability limits for unplanned interruptions for the assessment period; 
and 

40.3 the extreme event standard for the assessment period. 

41 Two measures of reliability are assessed: 

41.1 SAIDI, or system average interruption duration index, which reflects the average number of 
minutes a customer is off in a year, and 

41.2 SAIFI, or system average interruption frequency index, which reflects the average number of 
interruptions a customer has in a year. 

42 The Determination also sets out quality incentives (rewards and penalties) based on reliability 
results. 

43 The following section describes our policies and procedures for capturing and recording outage 
information, and this is followed by a summary of the calculation of our reliability results. 

Recording reliability information 

44 Orion uses “PowerOn” as its network management system.  PowerOn is the front-end package that 
presents Scada data to our network controllers in a sensible format.  Information comes into 
PowerOn via SCADA or our Call Taker application, that logs customer calls relating to disruptions in 
electricity supply. 

45 For planned outages and network faults, our network controllers follow sequential operating orders 
to carry out switching and configuration changes on the network to bypass affected assets and to 
facilitate planned or remedial work.  At each point during these operating orders PowerOn shows 
and records the number of connections affected, together with switching points and switching 
times.  Switching is either carried out remotely from the control room via SCADA or by our 
operators and contractors in the field.  Switching information from the field comes into PowerOn 
via a mobile app (called PEEK). 

46 Power is often restored in stages, and PowerOn automatically determines how many customers are 
affected by each stage and records details separately for each restoration stage.  Where successive 
interruptions occur (including where a group of customers may be turned off to allow another area 
to be restored) the outage times are recorded separately for each group affected.  Successive 
interruptions are recorded against the same incident when they occur during the restoration 
period, or are recorded as a separate incident when they occur after the initial incident has been 
fully restored.  Customers who form part of a planned interruption but were not notified are 
separated out under a different incident and are record as unplanned. 
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47 PowerOn consists of two major modules, these being the NMS (Network management System) and 
the OMS (Outage Management System).  The NMS manages the work packages and actual 
operation of equipment (events, alarms, switching, trends, equipment status).   The OMS reports 
the impact of outages (customers affected, duration, causes etc) and allows for SAIDI/SAIFI and 
web-based external reporting, as well as the creation of notification lists and management of 
planned outages. 

48 The information stored in PowerOn’s OMS is used to create an ‘Outage statistics’ report for 
unplanned outages and a ‘Planned outage statistics’ report for planned outages.  The information in 
both reports is used for our end of year disclosure reporting. 

49 For each outage the following details are recorded in the outage statistics report: 

49.1 interruption type (planned or unplanned, originating on Orion’s network or on Transpower’s 
network); 

49.2 district substation affected; 

49.3 feeder affected; 

49.4 asset type affected; 

49.5 cause of interruption; 

49.6 time/date off for each loss of supply stage; 

49.7 time/date for each restoration stage; 

49.8 for planned outages, the notification window; 

49.9 number of consumers affected in each stage; and 

49.10 explanatory notes. 

50 Interruptions not originating in our network are also captured in this report. An example of the 
report can be seen below: 
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51 The planned outage statistics report shows a similar level of detail as the outage statistics report 
but has additional fields to show that we have carried out correct requirements to receive the 
planned outage incentive.  For example:  

 

 

 

 

 

 

 

 

 

 

 

 

 

52 The results in the outage statistics reports are checked for accuracy by our network control centre, 
with results reviewed against operating orders.  At the end of each month, following checks and 
validation, a final report for the month is checked by the control centre manager. 
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53 Planned and unplanned outages are reported on our website providing a live display of outages 
together with a map showing their location, for example:  

 

 

54 Finally, to establish our system-average reporting measures, the total number of connected 
consumers on the network is obtained from our connections database.  We maintain details of all 
our network connections on this database, and we regularly undertake reconciliations with the 
Electricity Authority Registry. 
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Planned interruptions quality standard 

55 For planned interruptions, the reliability standard is assessed at the end of the 5th assessment 
period based on accumulated results.  The planned accumulated SAIDI and SAIFI limits set for Orion 
for the DPP regulatory period are set out in Schedule 3.1 (1) in the Determination as: 

Planned accumulated SAIDI limit 
for the DPP regulatory period 

Planned accumulated SAIFI limit 
for the DPP regulatory period 

198.40 0.7481 

Planned SAIDI assessed value 

56 The assessment of planned SAIDI (called Class B interruptions) includes an incentive that de-weights 
the assessment of planned interruptions where we have met a set of notification obligations, 
referred to as “notified interruptions” (SAIDIN). 

57 SAIDIN provides the opportunity to de-weight planned outages by halving the minutes where we 
have met notification and information requirements.  The de-weighting does not apply to any 
proportion of an outage that falls outside the notified window.  There is also a penalty applied 
when outages are more than two hours shorter than the notified window, and when the outages 
are cancelled with less than 24 hours’ notice. 

58 The overall planned SAIDI assessed values (SAIDIplanned, assessed) is the sum of results for these 
notified interruptions together with the results for other planned interruptions.   This is set out in 
the Determination in schedule 3.1 (2) as: 

  SAIDIplanned, assessed = SAIDIB + SAIDIN
2

 

  Where  

   SAIDIB is the sum of: 

the SAIDI value for any class B interruptions that are not Class B notified 
interruptions; and 

the SAIDI value attributable to the period of minutes that falls outside the 
specified notified interruption window or alternate date, for any Class B notified 
interruptions that have occurred partially or wholly outside their notified 
interruption window or alternate day. 

   SAIDIN is the sum of: 

the SAIDI values attributable to any minutes that fall within the specified 
notified interruption window or alternate day of any Class B notified 
interruptions, where the SAIDI value is the greater of that calculated based on:  

• the duration of the minutes accumulated for each ICP; and  

• the period of the notified interruption window minus two hours; 

the intended SAIDI values of any intended interruptions cancelled without 24 
hours’ notice, where the intended SAIDI value is the greater of that calculated 
based on: 

• the duration of the minutes accumulated for each ICP which will be nil; 
and  
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• the period of the notified interruption window minus two hours; and 

the intended SAIDI values of any intended interruption cancelled with at least 
24 hours’ notice, where the intended SAIDI value for each of those is nil.  

59 In situations where we have not met the notification or information requirements for a notified 
outage, we have still included the outage within the calculation of SAIDIN, but we have not applied 
the de-weighting. 

60 The following table sets out individual components that we have included in the calculation of 
SAIDIplanned, assessed for the current assessment period: 

Duration of Interruptions   

 
Contributing 

Outages 
Minutes 

Minutes lost attributed to SAIDIB   

(a) Class B interruptions that are not notified interruptions 265 2,504,180 

(b) The period of minutes that falls outside the specified notified 
window or alternate day for any Class B notified interruptions  

117 313,577 

  2,817,757 

Minutes lost attributed to SAIDIN   

(a) Class B notified interruptions fall within the specified notified 
window or alternate day 

348 3,141,813 

Short duration interruptions (the extend to which the interruption is 
more than two hours shorter than notified) 

87 95,937 

(b) Intended interruptions cancelled without notice 44 85,950 

(c) Contribution from intended interruption cancelled with notice 14 Nil 

  3,323,700 

 
  

Average number of customers (ICPs)  209,584 

   

SAIDI values   

SAIDIB  13.44 

SAIDIN /2  15.42 

61 Substituting the above SAIDIB and SAIDIN values into the formula for calculating SAIDIplanned, assessed 
gives:  

SAIDIplanned, assessed =  SAIDIB +  SAIDIN
2

  

=   13.44 +  15.42  

=   28.87 
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62 Therefore, the contribution from the current assessment period and accumulated results for the 
regulatory period is: 

 

FY21 Accumulated 
(1 of 5 years) 

Limit 
(at end of 5 years) 

Planned SAIDI 28.87 28.87 198.40 

 

Planned SAIFI assessed value 

63 The assessment of planned SAIFI does not include an incentive adjustment.  The planned SAIFI 
assessed value (SAIFI planned, assessed) for planned interruptions for each assessment period is simply 
calculated as the sum of the SAIFI values for Class B interruptions, as follows: 

Frequency of Interruption FY21 

 
 

Class B interruptions 19,559 

Average number of customers 209,584 

SAIFI planned, assessed 0.0933 

64 The contribution from the current assessment period and accumulated result for the regulatory 
period are: 

 

FY21 Accumulated 
(1 of 5 years) 

Limit  
(at end of 5 years) 

Planned SAIFI  0.0933 0.0933 0.7481 
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Unplanned interruptions quality standard 

65 For unplanned interruptions (called Class C interruptions), the reliability standard is assessed 
annually for SAIDI and SAIFI.  The unplanned SAIDI and SAIFI limits, and SAIDI and SAIFI unplanned 
boundary values for Orion for each assessment period are set out in schedule 3.2 of the 
Determination as: 

Unplanned 
SAIDI limit 

Unplanned 
SAIFI limit 

SAIDI unplanned 
boundary value 

SAIFI unplanned 
boundary value 

84.71 1.0336 7.60 0.0668 

Unplanned SAIDI and SAIFI assessed values  

66 The total duration and number of outages for Class C interruptions is accumulated to calculate the 
unplanned SAIDI and SAIFI indices.  The results prior to normalising the data for major events were: 

66.1 Duration of interruptions: 

 FY21 

Unplanned minutes lost (Class C) 6,224,365 

Average number of customers 209,584 

Unplanned SAIDI 29.70 

 
66.2 Frequency of interruptions: 

 FY21 

Unplanned outages (Class C) 105,327 

Average number of customers 209,584 

Unplanned SAIFI 0.5026 

Normalising the reliability results 

67 The Determination provides for the normalisation of reliability results to mitigate the impact of 
major events and provide a view of underlying network reliability. 

68 The assessment dataset for unplanned interruptions is normalised by adjusting the results for 
major events.  SAIDI and SAIFI major events are triggered independently, and their definitions are 
given in clause 4.2 of the Determination.  For any 24-hour period that starts on the hour or half past 
the hour: 

68.1 a SAIDI major event is triggered when the sum of SAIDI values over that 24-hour period for 
unplanned interruptions exceeds the SAIDI unplanned boundary value; and  

68.2 a SAIFI major event is triggered when the sum of SAIFI values over that 24-hour period for 
unplanned interruptions exceeds the SAIFI unplanned boundary value. 

69 When a SAIDI or SAIFI major event is identified, the raw SAIDI or SAIFI value for each half-hour 
period within the major event is capped at 1/48th of their respective unplanned boundary value. 

70 In the current assessment period, we did not identify any SAIDI or SAIFI major events that met the 
definitions of major events given in the Determination.  Therefore, there were no normalisation 
adjustments to apply to the calculated SAIDI and SAIFI results for unplanned Class C interruptions. 
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71 Comparing the assessed values with their respective limits gives the following results: 

71.1 Duration of interruptions: 

 FY21 

Unplanned SAIDI 29.70 

less normalisation adjustments for major events 0.00 

SAIDI unplanned, assessed 29.70 

  

Annual unplanned SAIDI Limit 84.71 

Annual reliability result Comply 

 
71.2 Frequency of interruptions: 

 FY21 

Unplanned SAIFI 0.5026 

less normalisation adjustments for major events 0.0000 

SAIFI unplanned, assessed 0.5024 

  

Annual unplanned SAIFI Limit 1.0336 

Annual reliability result Comply 

72 This year we have met our compliance obligation for the unplanned interruption reliability 
assessment with both the unplanned SAIDI and SAIFI assessed values below their respective annual 
limits. 

Extreme event quality standard 

73 The extreme event standard limits for unplanned interruptions (excluding any unplanned 
interruption that is the result of major external factors) for the DPP regulatory period are set out in 
schedule 3.3 of the Determination.  They are: 

73.1 a SAIDI value of 120 minutes, whereby the extreme event standard limit will be exceeded if, 
during any period of 24 hours (starting on the hour or half past the hour), the SAIDI value of 
all unplanned interruptions that start during that 24-hour period, in aggregate, is above 120 
minutes; and 

73.2 a total of six million customer interruption minutes, whereby the extreme event standard 
limit will be exceeded if, during any period of 24 hours (starting on the hour or half past the 
hour), the total duration of customer interruption minutes resulting from all unplanned 
interruptions that start during that 24-hour period, in aggregate, is more than six million 
customer interruption minutes. 

74 This year we have complied with the extreme event standards as we have not had any 24-hour 
period that exceeded the above limits for unplanned interruptions. 
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Quality incentive adjustment 

75 The Determination sets out a quality incentive adjustment based on reliability results and the 
method for calculating the adjustment is given in Schedule 4 of the Determination. 

76 Calculation of this revenue-linked quality incentive is applied to unplanned and planned SAIDI and 
is capped at 2% of the actual net allowable revenue.  There is no SAIFI quality incentive. 

77 The first step is to calculate the lessor of: 

77.1 �SAIDIunplanned, target − SAIDIunplanned, assessed� × IR + �SAIDIplanned, target −
SAIDIplanned, assessed� × 0.5 × IR ; and 

77.2 0.02 × ANAR 

where 

SAIDIunplanned, target is the SAIDI unplanned interruption target set for Orion in schedule 4 
of the Determination; 

SAIDIunplanned, assessed is the SAIDI unplanned assessed value calculated in accordance to 
schedule 3.2 of the Determination, and when it is greater than the SAIDI unplanned 
interruption cap set for Orion in schedule 4 of the Determination, it equals to the SAIDI 
unplanned interruption cap;  

SAIDIplanned, target is the SAIDI planned interruption target set for Orion in schedule 4 of 
the Determination; 

SAIDIplanned, assessed is the SAIDI planned assessed value calculated in accordance to 
schedule 3.1 of the Determination, and when it is greater than the SAIDI planned 
interruption cap set for Orion in schedule 4 of the Determination, it equals to the SAIDI 
planned interruption cap; 

IR is the incentive rate set for Orion in schedule 4 of the Determination; and  

ANAR is actual net allowable revenue set for Orion for the assessment period in 
schedule 1.1 of the Determination, which is $158,498k. 

78 The second step is to adjust the calculated amount from above for the time-value for money by 
multiplying with the following formula: 

(1 + 67th percentile estimate of post-tax WACC)2 

where  

67th percentile estimate of post-tax WACC is 4.23% as defined in clause 4.2 of the 
Determination. 
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79 The following table outlines the unplanned and planned SAIDI collars, targets and caps and the 
incentive rate set for Orion in schedule 4 of the Determination: 

 Value 

SAIDI unplanned interruption collar (SAIDI unplanned, collar) 0 

SAIDI unplanned interruption target (SAIDI unplanned, target) 66.47 

SAIDI unplanned interruption cap (SAIDI unplanned, cap) 84.71 
  

SAIDI planned interruption collar (SAIDI planned, collar) 0 

SAIDI planned interruption target (SAIDI planned, target) 13.23 

SAIDI planned interruption cap (SAIDI planned, cap) 39.68 

  

Incentive Rate (IR)  $31,686 

80 The SAIDI unplanned and planned assessed value calculated in accordance to schedule 3.2 and 
schedule 3.1 of the Determination are: 

 Calculated Capped 

SAIDI unplanned assessed value (SAIDI unplanned, assessed) 29.70 29.70 

SAIDI planned assessed value (SAIDI planned, assessed) 28.87 28.87 

81 Substituting these values into the formulas gives: 

81.1 �SAIDIunplanned, target − SAIDIunplanned, assessed� × IR + �SAIDIplanned, target −
SAIDIplanned, assessed� × 0.5 × IR  

=  (66.47− 29.70) × $31,686 + (13.23− 28.87) × 0.5 × $31,686  

= $917,365 

and 

81.2 0.02 × ANAR 

=  0.02 × $158,498k 

= $3,170.0k 

81.3 The lessor of the above calculated amounts is $917,365, therefore the quality incentive 
adjustment is: 

$917,365 × (1 + 4.23%)2 

= $996,616 

TRANSACTIONS 

82 Clause 10.1 of the Determination requires us to notify the Commission of any amalgamation, 
merger, major transaction or transfer. 

83 Clause 10.2 of the Determination requires us to adjust the forecast net allowable revenue and 
wash-up amount, SAIDI and SAIFI limits, boundary values, caps and targets, and incentive rate 
following a transfer of consumers. 

84 Orion has not been involved in any amalgamation, merger, major transaction or transfer during the 
assessment period. Therefore, there were no adjustments made to the measures mentioned 
above.  
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APPENDIX A – DELIVERY AND EXPORT PRICE SCHEDULES 
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APPENDIX B – FORECAST REVENUE FROM PRICES WORKSHEET 

 

FY2021 Forecast 
Quantities

Days
applicable

Price x
Quantity

Streetlighting, general and irrigation connections ($000)

Streetlighting fixed charge 0.0997 $/con/day 50,332.0 cons 365 days 1,831.6 
General fixed charge 0.1500 $/con/day 204,239.0 cons 365 days 11,182.1 

Streetlighting and general connections 0.4120 $/kW/day 470,054 kW 365 days 70,686.7 
  Peak charge (peak period demand)

Streetlighting, general and irrigation connections volume charge
  Weekdays (Mon to Fri, 7am - 9pm) 0.06707 $/kWh 1,127,892 MWh 75,647.7 
  Nights & weekends (Sat & Sun) 0.01798 $/kWh 1,287,995 MWh 23,158.2 

General connections
  Low power factor charge 0.2000 $/kVAr/day 0 kVAr 365 days - 

Irrigation connections
  Capacity charge 0.4490 $/kW/day 76,807 kW 182 days 6,276.5 
  Power factor correction rebate (0.1658) $/kVAr/day 25,587 kVAr 182 days (772.1)
  Interruptibil ity rebate (0.0415) $/kW/day 50,998 kW 182 days (385.2)

Major customer connections and embedded networks

Fixed charge 10.0000 $/con/day 402.0 cons 365 days 1,467.3 
Fixed charge (additional connections) 5.0000 $/con/day 93.0 cons 365 days 169.7 
Extra switches 3.2700 $/switch/day 104.0 switches 365 days 124.1 
11k Metering equipment 4.2600 $/con/day 41.9 cons 365 days 65.2 
11kV Underground cabling 3.3400 $/km/day 7.3 km 365 days 8.9 
11kV Overhead lines 2.1000 $/km/day 3.0 km 365 days 2.3 
Transformer capacity 0.0119 $/kVA/day 333,432.0 kVA 365 days 1,448.3 

Peak charge (control period demand) 0.3955 $/kVA/day 111,736.0 kVA 365 days 16,129.9 
Nominated maximum demand 0.1044 $/kVA/day 264,287.0 kVA 365 days 10,070.9 
Metered maximum demand 0.0762 $/kVA/day 223,488.0 kVA 365 days 6,215.9 

Large capacity connections

Distribution services
Asset charge (dedicated assets) 11.350 $/kVA/year 19,000.0 kVA 365 days 215.7 
Asset charge (dedicated assets) 14.220 $/kVA/year 16,000.0 kVA 365 days 227.5 
Asset charge (shared assets) 28.260 $/kVA/year 18,290.0 kVA 365 days 516.9 
Asset charge (shared assets) 25.290 $/kVA/year 13,430.0 kVA 365 days 339.6 
Operations, maintenance & administration (dedicated assets) 10.300 $/kVA/year 19,000.0 kVA 365 days 195.7 
Operations, maintenance & administration (dedicated assets) 6.060 $/kVA/year 16,000.0 kVA 365 days 97.0 
Operations, maintenance & administration (shared assets) 23.630 $/kVA/year 18,290.0 kVA 365 days 432.2 
Operations, maintenance & administration (shared assets) 10.780 $/kVA/year 13,430.0 kVA 365 days 144.8 

Transmission services
Connection charge 4.910 $/kVA/year 14,632.0 kVA 365 days 71.8 
Connection charge 1.450 $/kVA/year 11,265.0 kVA 365 days 16.3 
Customer investment contract charge 45.100 $/kVA/year 16,000.0 kVA 365 days 721.6 
Interconnection charge (summer) 48.200 $/kVA/year 14,632.0 kVA 365 days 705.3 
Interconnection charge (summer) 47.030 $/kVA/year 11,265.0 kVA 365 days 529.8 
Interconnection charge (winter) 56.140 $/kVA/year 6,344.0 kVA 365 days 356.2 
Interconnection charge (winter) 54.760 $/kVA/year 1,679.0 kVA 365 days 91.9 

Export credits
Real power component (0.0721) $/kW/day 538.7 kW 365 days (14.2)
Reactive power component (0.0237) $/kVAr/day 153.1 kVAr 365 days (1.3)

Miscellaneous
Monthly invoice charge 30.00 $/invoice 432.0 invoices 13.0 
Failure to pay notice 50.00 $/notice 10.0 notices 0.5 
Default and termination notice 100.00 $/notice 2.0 notices 0.2 

Forecast Revenue from Prices FY2021 227,988.4 

FY2021
Delivery Prices
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APPENDIX C – ACTUAL REVENUE FROM PRICES WORKSHEET 

 

FY2021 
Actual quantities

Days
applicable

Price x
quantity

Streetlighting, general and irrigation connections ($000)

Streetlighting fixed charge 0.0997 $/con/day 50,765 cons 365 days 1,847.4 

General fixed charge 0.1500 $/con/day 205,294 cons 365 days 11,239.8 

Streetlighting and general connections 0.4120 $/kW/day 471,596 kW 365 days 70,918.6 
  Peak charge (peak period demand)

Streetlighting, general and irrigation connections volume charge
  Weekdays (Mon to Fri, 7am - 9pm) 0.06707 $/kWh 1,146,788 MWh 76,915.1 
  Nights & weekends (Sat & Sun) 0.01798 $/kWh 1,296,131 MWh 23,304.4 

General connections
  Low power factor charge 0.2000 $/kVAr/day 0 kVAr 365 days - 

Irrigation connections
  Capacity charge 0.4490 $/kW/day 77,306 kW 182 days 6,317.3 
  Power factor correction rebate (0.1658) $/kVAr/day 23,783 kVAr 182 days (717.7)
  Interruptibil ity rebate (0.0415) $/kW/day 49,498 kW 182 days (373.9)

Major customer connections and embedded networks

Fixed charge 10.0000 $/con/day 399.6 cons 365 days 1,458.4 
Fixed charge (additional connections) 5.0000 $/con/day 93.4 cons 365 days 170.5 
Extra switches 3.2700 $/switch/day 107.3 switches 365 days 128.1 
11k Metering equipment 4.2600 $/con/day 41.0 cons 365 days 63.8 
11kV Underground cabling 3.3400 $/km/day 7.3 km 365 days 8.9 
11kV Overhead lines 2.1000 $/km/day 3.0 km 365 days 2.3 
Transformer capacity 0.0119 $/kVA/day 334,032.6 kVA 365 days 1,450.9 

Peak charge (control period demand) 0.3955 $/kVA/day 112,342.7 kVA 365 days 16,217.5 
Nominated maximum demand 0.1044 $/kVA/day 262,494.1 kVA 365 days 10,002.6 
Metered maximum demand 0.0762 $/kVA/day 226,792.1 kVA 365 days 6,307.8 

Large capacity connections

Distribution services
Asset charge (dedicated assets) 11.350 $/kVA/year 19,000.0 kVA 365 days 215.7 
Asset charge (dedicated assets) 14.220 $/kVA/year 16,000.0 kVA 365 days 227.5 
Asset charge (shared assets) 28.260 $/kVA/year 18,290.0 kVA 365 days 516.9 
Asset charge (shared assets) 25.290 $/kVA/year 13,430.0 kVA 365 days 339.6 
Operations, maintenance & administration (dedicated assets) 10.300 $/kVA/year 19,000.0 kVA 365 days 195.7 
Operations, maintenance & administration (dedicated assets) 6.060 $/kVA/year 16,000.0 kVA 365 days 97.0 
Operations, maintenance & administration (shared assets) 23.630 $/kVA/year 18,290.0 kVA 365 days 432.2 
Operations, maintenance & administration (shared assets) 10.780 $/kVA/year 13,430.0 kVA 365 days 144.8 

Transmission services
Connection charge 4.910 $/kVA/year 8,642.1 kVA 365 days 42.4 
Connection charge 1.450 $/kVA/year 10,999.6 kVA 365 days 15.9 
Customer investment contract charge 45.100 $/kVA/year 16,000.0 kVA 365 days 721.6 
Interconnection charge (summer) 48.200 $/kVA/year 8,642.1 kVA 365 days 416.5 
Interconnection charge (summer) 47.030 $/kVA/year 10,999.6 kVA 365 days 517.3 
Interconnection charge (winter) 56.140 $/kVA/year 4,390.0 kVA 365 days 246.5 
Interconnection charge (winter) 54.760 $/kVA/year 1,781.6 kVA 365 days 97.6 

Export credits
Real power component (0.0721) $/kW/day 449.5 kW 365 days (11.8)
Reactive power component (0.0237) $/kVAr/day 117.5 kVAr 365 days (1.0)

Miscellaneous
Monthly invoice charge 30.00 $/invoice 438 invoices 13.1 
Failure to pay notice 50.00 $/notice 9 invoices 0.5 
Default and termination notice 100.00 $/notice 2 invoices 0.2 

Actual Revenue from Prices FY2021 229,489.9 

FY2021
Delivery prices
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APPENDIX D – CALCULATION OF INCREMENTAL ROLLING INCENTIVE 
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DIRECTORS’ CERTIFICATE FOR ANNUAL COMPLIANCE STATEMENT 

 

We, Deborah Jane Taylor and Bruce Donald Gemmell, being directors of Orion New Zealand Ltd 
certify that, having made all reasonable enquiry, to the best of our knowledge and belief, the 
attached annual compliance statement of Orion New Zealand Limited, and related information, 
prepared for the purposes of the Electricity Distribution Services Default Price-Quality Path 
Determination 2020 has been prepared in accordance with all the relevant requirements.  

 

 

   23 August 2021 

 

 



 

Independent Assurance Report 

To the directors of Orion New Zealand Limited on  
the Annual Compliance Statement for the assessment period ended 31 March 2021 

as required by the Electricity Distribution Services Default Price-Quality Path 
Determination 2020 

The Auditor-General is the auditor of Orion New Zealand Limited (the Company). The Auditor-

General has appointed me, John Mackey, using the staff and resources of Audit New Zealand, to 

undertake a reasonable assurance engagement, on his behalf, on whether the Annual Compliance 

Statement on pages 3 to 21 for the assessment period ended on 31 March 2021 has been prepared, 

in all material respects, in compliance with the Electricity Distribution Services Default Price-Quality 

Path Determination 2020 (the “Determination”). 

Opinion 

In our opinion, in all material respects: 

• as far as appears from our examination, the information used in the preparation of the 

Annual Compliance Statement has been properly extracted from the Company’s accounting 

and other records, sourced from its financial and non-financial systems; and 

• the Company has complied with clauses 11.5 and 11.6 of the Determination in preparing 

the Annual Compliance Statement for the assessment period ended 31 March 2021. 

Basis for opinion 

We conducted our engagement in accordance with the Standard on Assurance Engagements (SAE) 

3100 (Revised) Assurance Engagements on Compliance, issued by the New Zealand Auditing and 

Assurance Standards Board. An engagement conducted in accordance with SAE (NZ) 3100 (Revised) 

requires that we also comply with the International Standard on Assurance Engagements 

(New Zealand) 3000 (Revised) Assurance Engagements Other Than Audits or Reviews of Historical 

Financial Information. 

We have obtained sufficient recorded evidence and explanations that we required to provide a basis 

for our opinion. 

Directors’ responsibilities 

The directors of the Company are responsible: 

• For the preparation of the Annual Compliance Statement under clause 11.4 and in 

accordance with the requirements in clauses 11.5 and 11.6 of the Determination. 



• For the identification of risks that may threaten compliance with the clauses identified 

above and controls which will mitigate those risks and monitor ongoing compliance. 

Auditor’s responsibilities 

Our responsibilities in terms of clause 11.5(e) and schedule 8(1)(b)(vi) and 8(1)(c) of the 

Determination, are to express an opinion on whether: 

• as far as appears from our examination, the information used in the preparation of the 

Annual Compliance Statement has been properly extracted from the Company’s accounting 

and other records, sourced from its financial and non-financial systems; and 

• the Annual Compliance Statement, for the assessment period ended 31 March 2021, has 

been prepared, in all material respects, in accordance with the requirements in clauses 11.5 

and 11.6 of the Determination. 

To meet these responsibilities, we planned and performed procedures in accordance with SAE 3100 

(Revised), to obtain reasonable assurance about whether the Company has complied, in all material 

respects, with clauses 11.5 and 11.6 of the Determination. 

In relation to the wash-up amount set out in clause 8.6 of the Determination, our procedures 

included recalculation of the wash-up amount in accordance with schedule 1.6 of the Determination 

and assessing it against the amounts and disclosures contained on pages 6 to 10 of the Annual 

Compliance Statement. 

In relation to the quality standards in clause 9 of the Determination, our procedures included 

examination, on a test basis, of evidence relevant to the values and disclosures contained on pages 

11 to 19 of the Annual Compliance Statement. 

In relation to the quality incentive adjustment set out in schedule 4 of the Determination, our 

procedures included recalculation of the quality incentive adjustment in accordance with schedule 4 

of the Determination and assessing it against the amounts and disclosures contained on pages 20 to 

21 of the Annual Compliance Statement. 

An assurance engagement to report on the Company’s compliance with the Determination involves 

performing procedures to obtain evidence about the compliance activity and controls implemented 

to meet the requirements. The procedures selected depend on our judgement, including the 

identification and assessment of the risks of material non-compliance with the requirements. 

Inherent limitations 

Because of the inherent limitations of an assurance engagement, together with the internal control 

structure, it is possible that fraud, error, or non-compliance with clauses 11.5 and 11.6 of the 

Determination may occur and not be detected. A reasonable assurance engagement throughout the 

assessment period does not provide assurance on whether compliance with clauses 11.5 and 11.6 of 

the Determination will continue in the future. 



Restricted use 

This report has been prepared for use by the directors of the Company and the Commerce 

Commission in accordance with clause 11.5(e) of the Determination and is provided solely for the 

purpose of establishing whether the compliance requirements have been met. We disclaim any 

assumption of responsibility for any reliance on this report to any person other than the directors of 

the Company and the Commerce Commission, or for any other purpose than that for which it was 

prepared. 

Independence and quality control 

We complied with the Auditor-General’s: 

• independence and other ethical requirements, which incorporate the independence and 

ethical requirements of Professional and Ethical Standard 1 issued by the New Zealand 

Auditing and Assurance Standards Board; and 

• quality control requirements, which incorporate the quality control requirements of 

Professional and Ethical Standard 3 (Amended) issued by the New Zealand Auditing and 

Assurance Standards Board. 

The Auditor-General, and his employees, and Audit New Zealand and its employees may deal with 

the Company on normal terms within the ordinary course of trading activities of the Company. Other 

than any dealings on normal terms within the ordinary course of business, this engagement, the 

assurance engagement on the Information Disclosures and the annual audit of the Company’s group 

financial statements and statements of performance, we have no relationship with or interests in the 

Company. 

 

John Mackey 

Audit New Zealand 

On behalf of the Auditor-General 

Christchurch, New Zealand  

26 August 2021 
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