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This activity management plan is for the generation and supply of electricity to consumers on Stewart 

Island, by the Stewart Island Electrical Supply Authority (SIESA).  

The Electricity Supply activity involves the generation and supply of electricity to consumers on 

Stewart Island by the Stewart Island Electrical Supply Authority (SIESA). There are 423 permanent 

electricity consumers (as at start of 2021) connected to a network powered by diesel generators. This 

activity also undertakes waste collection, ownership and operation of the Rakiura Resource Recovery 

Centre.  

Council contracts PowerNet Limited, an electricity network management company, to manage, operate 

and maintain the Stewart Island electricity supply network. This management contract was renewed in 

2020 for a five plus five year term and utilises a standard form NZS 3917 contract, appropriate for fixed 

term contracts. PowerNet’s scope includes development of an asset management strategy, plan and annual 

works programme.  

As part of the management agreement, asset management strategy, planning and annual works 

programming will be developed. The asset management strategy and plan will inform the content of the 

annual works programme.  

The annual works programme will capture all maintenance and capital renewals required in a given year 

and will be submitted to staff for discussion ahead of the Council annual planning process. The strategy 

will include sizing the works programme to ensure full utilisation of PowerNet management contract 

resource and relatively consistent budgets between years, while ensuring spending on asset maintenance ad 

renewals is sustainable. Work scope will be instructed as a variation to the PowerNet management 

contract.  

The following section contains financial information for the activity which has been generated from the 

Council’s Fulcrum budget platform as at February 2021. All of the financial data shown includes inflation 

(unless otherwise stated).  

Figure 0-1 and Figure 0-2 present the financial forecasts for the Electricity Supply Activity over the next 

10 years until financial year 2031.  

Increases in operating costs are primarily inflationary adjustments and general maintenance costs. Fuel 

costs have been forecast to increase in line with historic trends and fuel consumption proportional to 

electricity sales. With a moderate increase in fuel prices, we can remain confident that SIESA will remain 

financially sustainable long-term, while operating costs relating to fuel continues to be unpredictable.  

With the downsizing and upgrading of the generation plant complete, capital expenditure across the LTP 

focuses primarily on asset renewals to maintain the current modern generator setup. Significant capital 

expenditure includes: 

• generator sets renewals (gensets) 

• engine renewals 

• continual network renewal and upgrade projects over the 10-year period to ensure the distribution 

network is reliable and efficient. 



 

Figure 0-1:  SIESA Total Expenditure (District-wide) 

 

Figure 0-2:  SIESA Total Income 



 

Figure 0-3:  30 Year Expenditure Forecasts (from Infrastructure Strategy) 

 

The purpose of this activity management plan (AMP) is to document Southland District Council’s 

(Council) asset management practices and achieve an optimised life-cycle strategy for Stewart Island 

Electricity Supply Authority (SIESA) infrastructure for the next 10 financial years until 2031.  

This is a long-term planning document. It represents the aspirations of Council and will be reviewed every 

three years. The budgets and timeframes provided in this AMP will be recommended to Council for 

adoption through the Long Term Plan (LTP) and Annual Plan process. 

This AMP is a living document which will undergo a formal review every three years to make amendments 

to reflect changes in levels of service, demand projections, risk profile, lifecycle information, or financial 

information.  

The following limitations have been identified: 

• from 2018 through to 2020, asset management scope was excluded from the management 

agreement. Asset management is reincorporated in the current agreement and a revision will be 

completed in 2021. Until this is complete, the activity will operate under the legacy approach which 

may no longer be relevant. 

• for the purpose of long term planning and budgeting, a capital works program has been sized on 

the basis of replacement cost and expected useful life of the supply network assets. Once the 

detailed plan and works programme has been developed, individual projects will be developed and 

incorporated within the programme 

• based on size of capital works programme, it is assumed that the power station/network operators 

have enough capacity to deliver renewals demand on a sustainable basis, excluding specialist 

resource. Programme scope will be adjusted annually to reduce excess workload or utilise spare 

capacity as appropriate. 

• the AMP assumes that the current network configuration will continue for the plan period (ten 

years), ie that any move to a renewable energy source would not be commissioned within that 



timeframe. However, investigation into network improvements, including renewable energy is part 

of the renewed management scope and there may be reason to modify approach within the plan 

period based on the results of such investigations.  

The AMP framework is illustrated in below. The strategic context, significant forecasting assumptions and 

any activity-specific issues are documented in the main body of this AMP. Information on locally funded 

activities and services are included in the appendices to this AMP. 

The key points are: 

1. forecasting assumptions have been included – amended to include impacts of Covid-19. 

2. new levels have been developed and will be incorporated into any new contracts associated 

with activities 

3. the new representation structure will have an impact on asset management 

 

 

 

The Electricity Supply activity involves the generation and supply of electricity to consumers on 

Stewart Island by the Stewart Island Electrical Supply Authority (SIESA). There are 423 permanent 

electricity consumers (as at start of 2021) connected to a network powered by diesel generators. This 

activity also undertakes waste collection, ownership and operation of the Rakiura Resource Recovery 

Centre.  

As the successor to the Stewart Island County Council, under the 1989 local government reform 

legislation, Council succeeded the functions, duties and powers conferred by the Stewart Island County 
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Council Electricity Supply Licence 1987. Council’s status as electricity operator under the Electricity Act 

1992 is derived from this succession. It should be noted that SIESA is not a separate legal entity and while 

some elements such as accounts are managed separately to other Council business, SIESA is effectively a 

trading name only.  

Many schemes have been investigated over time for the supply of electricity to Stewart Island. This 

includes a hydroelectric station, wave generation and cable. A survey was undertaken for a new scheme 

and government grants funded the construction, as well as land purchase and commencement of building 

works. Mobil donated two 16,000L fuel tanks and the first feeder was livened, enabling the scheme to 

officially open in 1988. SEPS provided continued support and donated a vehicle. 

The scheme is now operated by PowerNet under a contract with SIESA.  

Recent electrical reticulation statistics are outlined in the following table:  

Network component  Quantity 

High Voltage Overhead line 14km 

High voltage underground cable 2.3km 

Low voltage overhead line 13km 

Low voltage underground cable 17km 

Streetlighting cable 0.35km 

Distribution transformers 43 (May 2020) 

Step up transformers 3 

Earthing transformers 3 

Air break switches 6 

ICPs (total) 427 (May 2020) 

ICPs Residential 338 

ICPs Industrial 38 

ICPs Commercial 51 

 

The Electricity Supply Activity in Southland District Council (SDC) is focused on the achievement of the 
following objective:   

• To meet the electrical demands of consumers connected to the SIESA electricity supply. 

• To provide one reliable electricity supply at the lowest sustainable cost which improves the environment 
and aesthetic values within the supply area whilst supporting the local economy. 

The standard to which this objective will be delivered is outlined by the Levels of Service (LOS) section. 

Council has adopted a Strategic Framework that identifies where Council wants to be in the future (vision) 

and the outcomes it aims to achieve to meet the current and future needs of communities for good-quality 

local infrastructure, local public services, and performance of regulatory functions (community outcomes). 

The framework also outlines how it will achieve these (mission and approach) along with the key 

challenges it faces in doing so and its resulting strategic priorities. 



Working together for a better Southland 

“Southland – one community offering endless opportunities” 

Kaitiakitanga for future generations 

Inclusive connected communities 

A diverse economy creating healthy and affordable lifestyles 

Empowered communities with the right tools to deliver the best outcomes 

Improve how we work to build resilience 

Provision of appropriate infrastructure and services  

Better preparing our communities and Council for future changes 

Support healthy environments and sustainable communities 

 

The framework guides staff, informs future planning and policy direction and forms the basis for the 

performance framework. It outlines how the Open Spaces activity contributes to the Council’s community 

outcomes. The full levels of service and performance management framework is presented below. 

 



 

 

 

 

  
 

       
 

 
     

       
 

 
     

                



The purpose of the Southland District Council Long Term Plan 2031 is to: 

• provide a long term focus for Council decisions and activities 

• provide an opportunity for community participation in planning for the future 

• define the community outcomes desired for the district 

• describe the activities undertaken by Council 

• provide integrated decision-making between Council and the community 

• provide a basis for performance measurement of Council. 

Strategic direction setting encompasses Council’s high-level goals, particularly the vision for the District, 

what the outcomes for the community may be, and what the strategic priorities will be for delivering work 

to the community 

Community representation was amended prior to the 2018 triennial elections. There are now nine 

community boards that provide representation across the District. These are: 

 

As a locally funded activity, Stewart Island/Rakiura is the relevant community board for SIESA. Council 

aim to have a high level of engagement with its communities and elected members to ensure that the 

minimum levels of service set out in this document represent their expectations. 

 

This AMP is based on the premise that electricity will be generated, reticulated and retailed to the residents 

of Stewart Island using a relatively consistent approach as it has been for the life of the activity.  

Options of alternative energy generation have been assessed and will continue to be assessed overtime to 

determine other viable financial options.  

This AMP is based on principles of operating, maintaining and renewing the existing infrastructure in the 

most efficient way, practical to supply electricity to residents. The electricity business is highly regulated 

and the service levels mandated so there is no potential for offering varying or optional levels of service. 

The age and condition of the poles and conductors is a concern. Their 
condition and expected remaining life needs to be determined. An 
affordable renewal plan needs to be developed. 

The implications are greater capital investment in renewal of these 
assets may be needed. 



The options are based on the extent of this type of activity each year. 
The costs are a function of the extent of the activity. Affordability will 
be a key decision factor in determining what can be done. 

Some parts of the high-tension distribution network are mission critical. 
In order to improve resilience duplication is required so as to have some 
redundancy.   

Work programmes have been allowed for in this AMP and specific 
projects will developed on an annual basis. 

The options are based on the extent of this type of activity each year. 
The costs are a function of the extent of the activity. Affordability will 
be a key decision factor in determining what can be done. 

 

 

Legislation, regulation and Council’s existing strategies and policies mandate or influence some of the 

levels of service and performance targets we set. 

SIESA aims to comply with all relevant legislation and regulations. It has been identified that SIESA needs 

an appropriate framework in place for vegetation management in order to provide auditable compliance 

with The Electricity (Hazards from Trees) Regulations 2003. 

Licensing of electrical workers, restrictions on electrical work, 
discipline, appeals, and the electrical code of safety practice. 

Regulation of SIESA as member of the electricity industry. 

Protects security of supply and safety of public by providing rules 
around safe distances of power lines from trees. SIESA is currently 
developing a system for vegetation management so that it will be 
compliant with this act. 

Regulates that SIESA must have a safety management system in place 
to determine risks from the operation and maintenance of its 
electricity network. 

Ensures that consumers have certain guarantees when acquiring 
services from SIESA, and that they also have rights of redress if those 
services fail to comply with a guarantee. 

Table 0-1:  Planning Framework 

 



This section describes how demand for SIESA is likely to change over the period of the AMP, the impact 

any changes are likely to have and whether the Council is planning to make any changes to the activity as a 

result. 

The factors influencing demand for the service are summarised in the Table 0-2 . Council has prepared 

corporate wide assumptions/projections for growth drivers (population, land use, dwellings, tourism) 

which have been used as the basis for assessing future demand for the service. These projections are 

detailed in the Assumptions section of the LTP. 

Demand for the SIESA service can be measured in terms of kWh of energy generated on the Island and 

peak kVA, the maximum demand for electricity during the year. 

Figure 0-1 shows the past ten years of electricity sales, which shows an overall increasing trend in overall 

energy use. This trend is assumed to continue and may be explained by increasing use of appliances such 

as heat pumps. 

 

Figure 0-1:  SIESA - Electricity Sales per Month 

 

Expect energy consumption to increase or decrease in proportion to 
population, all other factors remaining constant. 

Expect maximum demand (peak kVA) to increase proportional to 
tourist numbers. 

Insulation in housing will lead to reduced heating demand and may 
lead to reduced energy consumption. 

y = 7.8665x - 205261
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May increase or decrease demand for electricity depending on 
whether heat source is switching to, or away from electricity. There 
are recent reports of heat source substitution toward heat pumps. 

Reduce consumption of electricity as solar heating provides most of 
water heating requirements. 

New houses tend to be larger and higher in electricity demand than 
older houses. 

Table 0-2:  Demand Drivers for Electricity 

Southland population projections were completed by Business and Economic Research Limited (BERL) 

in 2019. This report projected relatively low growth in the Stewart Island population of 229 people in the 

year 2013 to 305 people in the year 2043. 

 

Considering the key drivers for this activity above, the information suggests that: 

• Population growth is slowly increasing as such energy consumption (kWh) is expected to increase. 
Population is predicted to increase by 3.7% in the period 2018-2028 and 8.3% in the period 2018-2038. 
The number of occupied dwellings, which provides a better indicator of energy usage, is predicted to 
increase by 3.7% in the period 2018-2028 and remain relative constant. 

• A significant change in electricity demand could occur if an industrial change occurs, this could be a 
reduction due to an industry close down. Or it could be a step increase in demand due to an industry 
start up. No such changes are anticipated in this AMP.    

. 

The SIESA provision of electrical power has to be sufficiently robust and economical to meet the low 

demand required overnight at the lowest point in the year, but still be able to meet the highest demand at 

peak time in the highest usage time of the year, such as mid-summer when there are a lot of tourists and 

holidaymakers visiting the island. 

It is intended that the generator configuration on the Island operates in such a manner that even in the 

event of significant growth, the maximum demand is not predicted to exceed the worst case  

N-1 output of the generators (Worst case N-1 output - 500 kVA). 

Historically, the maximum island electricity demand has not exceeded 500kVA which is the size of recent 

generator replacements. With modest but sustained growth in electricity demand over recent years, this 

limit is being approached and without an alternative electricity source, consideration should be given to the 

appropriate size of future replacement generators.  

SIESA provides a lower overnight tariff between 11.00 pm and 7.00 am time to encourage energy use to 

fill the troughs in demand and reduce peak demand. This improves the efficiency of generator running, 

leading to reduced running costs. 

There is currently no ripple control system active on the Island. This could be used to turn off electric hot 

water heaters at times of peak demand. A benefit of this is the ability to be able to reduce peak demand 



and perhaps the need to have two generators operating in parallel at peak times. The disadvantage is the 

cost to install such a system. 

Some consumers have timed night rates or hot water rate. The domestic consumers are not the major 

factor affecting the load. 

The development and implementation of a “Ramp-up Scenario” for the sewerage pumps (together with 

the Council-Water Wastewater department) could be beneficial. 

It is likely that future load management will become more complex as renewable energies are developed. 

With the improvements in photovoltaic solar power systems, it is envisaged that more of these systems 

will be incorporated into the system, but these additional (micro) systems add more complexity as there is 

no controls or agreements for the importation of the power, nor the standards to which the power will be 

received, nor whether the supply will be delivered at a set timeframe, which means that SIESA will still 

need to have the capacity to deliver at all times. 

Improvements in alternative generation technologies may see their increasing integration into the system 

in the future. These developments will have to be closely monitored as there is a limit to the amount of 

alterative generation which can be added to the system without affecting overall stability. 

If for instance wind power was connected to the grid it would increase the destabilisation of the diesel 

operation due to the erratic flow of wind on the small generation total. i.e. when the wind blows strongly 

the diesel engines reduce power output, when the wind drops off (even slightly) the diesel engines increase 

output, so when the wind is up and down the engines compensate accordingly and when fluctuations are 

destabilising the engine, the engine will shutdown, which leaves a blackout condition that the wind power 

cannot cope with. The only way to accommodate wind power (or any other alternative technology for the 

electricity generation for that matter) is to ensure the total wind power is not more than 15% of total 

generation required. Alternatively, battery storage technology may be appropriate for smoothing either 

alternative energy supply or consumer demand management. 

Consideration will also have to be given to the viability of buying energy from generating consumers. 

However, these additional power inputs into the grid would potentially increase the problems with the 

destabilisation of the system even further. 

This AMP is based on the premise that growth over the plan period will be low. Given the spare capacity 
within the current system no growth specific projects have been allowed for. Should unexpected growth 
arise as the result of a step increase in demand the existing capacity will handle it in the medium term, (1-5 
years). The future asset management strategy will need to incorporate that new unplanned demand increase. 
SIESA is in a good financial position to react to such a change. 

The Local Government Act 2002 requires local authorities to take a sustainable development approach 

while conducting its business, taking into account the current and future needs of communities for good-

quality local infrastructure, and the efficient and effective delivery of services. 

At the SIESA level, a sustainable development approach is demonstrated by the following:  

• A drive for ever increasing efficiency from mechanical plant such as engines and generators. 



• Network improvements will primarily be driven by the need for 100% reliability. However that achieve 
this will also improve transmission efficiency. 

 

Projects can be considered according to risk. Some projects are required to maintain a minimum LOS in 

the provision of electricity to consumers. Other projects, will improve the LOS over the longer term and 

will provide benefits such as improved resiliency, reduced cost or increase in capacity. 

Allowance has been made in the LTP for maintenance and renewal programmes of work to ensure 

continuation of LOS. This is a bare minimum level of expenditure required to continue the activity status 

quo. 

PowerNet is engaged to support development of asset management planning and strategy which will be 

discussed further in the relevant section. Should projects be identified through this process that are in 

addition to strict asset renewals/replacements, these will incorporated into the capitals works programme 

on a case by case basis. 

Key drivers for levels of service include customer expectations, legislative/regulatory requirements and 

Council outcomes which drive our operating, maintenance and investment strategies. This enables us to 

forecast our budgets and judgements around community outcomes.  

Understanding customer expectations is vital and if there are any changes to these expectations. The table 

below details key customer groups, expectations and issues raised for this activity. 

Users of the Electricity Supply Activity have been segmented by broad customer type. For each of these 
customer types the services provided are set out in the following table. Objectives (based on feedback) are 
to achieve cheaper power, use renewable solutions and to reduce the amount and length of outages when 
they do occur.  

Supply of electricity for domestic use by both resident and non-
resident customers. 

Supply of electricity to a small number of industrial users who have 
significant usage above 35,000 units p.a. and/or have a three phase 
supply. 

Supply of electricity for the operation of other infrastructural assets 
such as sewerage and street lighting. 

Supply of electricity for the operation of other infrastructural assets 
such as sewerage and street lighting. 

Advice on servicing of developments. 

Table 0-1:  Customer Groups 



Bi-monthly Community 
Board meetings. 

Price of electricity, safety, supply 
quality, compliance. 

Direct feedback to 
contractor, Feedback via 
community board. 

Feedback through SIESA 
website. 

Price of electricity, safety, supply 
quality. 

Management contract. Safety, supply quality, compliance. 

Regular meetings between 
Council and Contractor. 

Safety, compliance, asset 
management. 

Community Board meetings, 
direct public feedback on 
services. 

Safety. 

Legislation, regulations. Safety, compliance. 

Information requests, 
regulations. 

Supply quality, compliance. 

Legislation, regulations. Compliance. 

Table 0-2:  Customer Expectations and Issues 

• LOS are the outputs that are expected to be generated by the activity. They demonstrate the value being 
provided to the community or reflect how the public use or experience the service. A key objective of 
activity planning is to match the LOS provided with agreed expectations of customers and their 
willingness to pay for that LOS 

• performance measures are quantifiable means for determining whether a LOS has been delivered and 
are generally broken into customer measures (which focus on how the public uses or experiences the 
service) or technical measures (which tend to be used internally to track performance or measure what 
the organisation does) 

• performance targets are the desired levels of performance against the performance measures. 

There is no change proposed to the current performance framework for SIESA. The activity is heavily 

controlled by legislation and regulations. We manage this activity in accordance with those regulations. 

• SAIDI, SAIFI and CAIDI are recognised in the methodology of measuring electrical generation and 
distribution services to customers 

• frequency is an electrical product which is specific to the reticulation of the specific network. In New 
Zealand, the frequency is delivered and maintained at 50 Hz with a fluctuation factor between 49.5 Hz 
and 50.75 Hz which is maintained at normal operations. Voltage standards (in New Zealand) are to be 
maintained within 6% of 235 volts delivered to the consumer. Deviations from the frequency and voltage 
standard occur when an electrical incident interferes with delivery of either the generation or the 
distribution of the electrical supply. Recording of the frequency and voltage is available within the 
powerhouse in the SCADA and Station Clocks. 

• frequency is recorded and maintained between 49.5 Hz and 50.75 except for momentary fluctuations 



• voltage is maintained within 6% of 235 Volts. Except for momentary fluctuations. 

Customer complaints are managed at two levels. Standard Requests for Service (RFS) are logged through 

the Council RFS system. The actions required are carried out by PowerNet if it is an electrical problem or 

by Council if it is an administrative issue such as an account query or a connection request. 

The second level of complaint management is through the Utilities Disputes Ltd. Utilities Disputes 

(formerly The Office of the Electricity and Gas Complaints Commissioner, or EGCC) provides a free and 

independent dispute resolution service for electricity and gas complaints, and disputes about access to 

shared property for fibre installations. Utilities Disputes operates the approved Energy Complaints 

Scheme under the Electricity Industry Act 2010, and the Gas Act 1992. 

This service is used for customers who are not satisfied with the way in which their complaints have been 

handled by SIESA. Customers can lodge a complaint with Utilities Disputes and they will assist with 

resolution of that complaint. 

 

Table 0-3:  What we plan to do and our levels of service 

The list below details any projects, initiatives, programmes or expenditure that the Council is planning to 

undertake to ensure that the LOS is achieved and/or to address any gaps between the targets and current 

performance. Where there are capital works projects related to improving or maintaining LOS 

The LOS is currently achieved a high percentage of the time. The key to continuing to deliver this LOS is 

programmed maintenance and renewal of assets. The key areas are: 

• motor and generator renewals: to ensure improvements in technology and decrease likelihood of 
mechanical failure  

• Additional undergrounding of critical network: to duplicate conductors and install additional 
underground cables to decrease the likelihood of a network failure, as well as making conductors safe 
from branches and wind damage. This is typically co-ordinated with civil works projects in relevant 
locations, to reduce cost. 

• Pole replacement: reduces likelihood of an unplanned outage and replacement with concrete poles to 
ensure a more durable life. 

 

 

 



Council contracts PowerNet Limited, an electricity network management company, to manage, operate 

and maintain the Stewart Island electricity supply network. This management contract was renewed in 

2020 for a five plus five year term and utilises a standard form NZS 3917 contract, appropriate for fixed 

term contracts.  

PowerNet’s scope includes development of an asset management strategy, plan and annual works 

programme.  

It is likely that future load management will become more complex as renewable energies are developed. 

With the improvements in photovoltaic solar power systems, it is envisaged that more of these systems 

will be incorporated into the system, but these additional (micro) systems add more complexity as there is 

no controls or agreements for the importation of the power, nor the standards to which the power will be 

received, nor whether the supply will be delivered at a set timeframe, which means that SIESA will still 

need to have the capacity to deliver at all times. Improvements in alternative generation technologies may 

see their increasing integration into the system in the future. These developments will have to be closely 

monitored as there is a limit to the amount of alterative generation which can be added to the system 

without affecting overall stability. If for instance wind power was connected to the grid it would increase 

the destabilisation of the diesel operation due to the erratic flow of wind on the small generation total. i.e. 

when the wind blows strongly the diesel engines reduce power output, when the wind drops off (even 

slightly) the diesel engines increase output, so when the wind is up and down the engines compensate 

accordingly and when fluctuations are destabilising the engine, the engine will shutdown, which leaves a 

blackout condition that the wind power cannot cope with. The only way to accommodate wind power (or 

any other alternative technology for the electricity generation for that matter) is to ensure the total wind 

power is not more than 15% of total generation required.  

Consideration will also have to be given to the viability of buying energy from generating consumers. 

However, these additional power inputs into the grid would potentially increase the problems with the 

destabilisation of the system even further.  

Operations, maintenance and renewals are all managed by PowerNet under the management contract with 

Council. Three operators are stationed on the island mostly full time, enabling them to provide 24-hour 

cover for network or generator faults. PowerNet is a specialist lines company that maintains electric 

distribution networks across Southland and Otago. They have the necessary skills and experience and 

resources to operate the SIESA scheme. They also operate a dedicated SIESA fault service, and are able to 

respond to peak demands when needed. A succession plan is being worked through to ensure knowledge 

is carried forward. Resources and mechanical plant renewals are shipped from the mainland, including 

approximately 500,000L of diesel annually.  

 

The strategy is to maintain and upgrade the electricity supply network to a good industry standard as 

components reach the end of their useful life and require replacement. Generally components will be 

replaced while maintaining the existing configuration. However, as PowerNet reviews and develops a 



revised asset management strategy, in consultation with Council, there may be enhancements to the 

approach. 

The legacy approach to generator replacement has been to rationalise the number of generators to three 

and consider replacement of the unit at the end of useful life. Typically it has been uneconomic to 

overhaul the gensets in comparison with replacement at the end of their useful life. Whole of life costs 

with respect to generator replacement will be considered as part of any revised strategy. 

Reactive maintenance costs are driven by the number of repairs to faults on the electricity distribution 

network. Reactive maintenance decisions are made by PowerNet in response to customer requests and in 

the event of distribution equipment faults on the Island. These requirements are prioritised by PowerNet 

based on discussions with Council. Reactive maintenance need is primarily caused by vegetation growth, 

deterioration of LV fuses and HV insulator failure.  

Maintenance requirements are prioritised by PowerNet based on discussions with Council. 

Operations and maintenance activities are focused on improving fuel efficiency, reducing network losses 

and improving network reliability. 

Typical maintenance activities are summarised in the following table: 

Completed on an as-required basis by Council as recommended by 
PowerNet staff on the Island. 

This could be improved by monitoring growth of trees and 
budgeting based on estimates of growth. 

Maintained based on number of operations and time since last 
maintenance. 

Servicing every 6,000 hours (major services). 

Renewal every 24,000 hours. 

Monthly check. 

Run to failure and then replaced. 

Meter replacement / certification is a requirement. 

Engine emissions, noise and fuel use /spill. 

Reduced noise and lower fuel use achieved with plant upgrades. 

Table 0-1:  Planned Maintenance Regime 

Typical operational tasks: 

• transport fuel from the wharf to the station tanks 

• installation and maintenance of diesel engines and generation plant 

• installation and maintenance of network plant 

• vegetation control 

• commissioning and maintenance of control systems, SCADA, fuel transfer systems and generator 
controls 



• maintenance and security of station buildings, plant, fuel tanks 

• meter reading 

• installation and maintenance of SIESA equipment at consumers’ premises 

• maintenance of station log and initial compilation of reports 

• liaison with SIESA over day to day operations 

As part of the management agreement, asset management strategy, planning and annual works 

programming will be developed. The asset management strategy and plan will inform the content of the 

annual works programme.  

The annual works programme will capture all maintenance and capital renewals required in a given year 

and will be submitted to staff for discussion ahead of the Council annual planning process. The strategy 

will include sizing the works programme to ensure full utilisation of PowerNet management contract 

resource and relatively consistent budgets between years, while ensuring spending on asset maintenance ad 

renewals is sustainable. Work scope will be instructed as a variation to the PowerNet management 

contract.  

In case alternative technologies for electricity generation such as wind, solar or hydro technologies become 

more applicable and financially viable for the use at the SIESA power station there will still be the need for 

a reliable backup technology for power generation - such as diesel generator sets. The investment in more 

modern and more efficient generator sets and engines now is therefore not in vain and is an investment 

into a robust and reliable “best practice” future operation. 

 

The following graphs/table summarise the financial forecasts for the activity over the ten years. At the 

time of writing, the forecasts reflect a wind generation capital project, preliminary development work and 

associated funding via the Provincial growth Fund. There are a number of associated risks that may cause 

this project to be abandoned.  



 

Figure 0-1:  SIESA Total Expenditure (District-wide) 

 

Figure 0-2:  SIESA Total Income 



 

Figure 0-3:  30 Year Expenditure Forecasts (from Infrastructure Strategy) 

 

 

 

Operating cost increases are primarily inflationary adjustments and some general maintenance costs. Fuel 

costs have been forecast to increase in line with historic trends. The volatility of fuel prices remains an area 

of financial uncertainty in future years. By assuming a moderate annual increase in fuel prices, we can 

remain confident that SIESA will remain financially sustainable in the long term. Capital expenditure 

across the LTP focuses primarily on asset renewals to maintain the current modern generator setup. 

Significant capital expenditure includes:  

• generator sets renewals (Gensets)  

• engine renewals  

• continual network renewal and upgrade projects over the 10 year period to ensure the distribution 

network is reliable and efficient. 

The asset renewal programme budget is based on the following estimated asset lives: 



• Diesel Engines: 24,000 hours 

• Alternators (“Generators”): 48,000 hours  

• Cables: 70 years   

• Transformers: 50 years  

Key assumptions made in preparing the 10 year forecasts include:  

•    The estimates include an allowance for price level changes (inflation) which is a financial reporting 
requirement. For the plan, inflation has been assumed at between 2-2.8% per annum.  

•    Electricity unit sales have been projected based on a linear trend of historic actual sales from 2010. The 
share of day rate and night rate sales of 93% and 7% respectively is based on the actual figures from 
financial year 2019/2020. 

•    Management Fee costs are based on the latest management and service contract with Powernet Ltd, 
commencing October 2020. This Contract has a provision for cost fluctuation adjustment in line with 
the electricity sector labour cost index published by Statistics New Zealand.  

•    Fuel prices have been assumed to increase at no more than the rate of inflation, based on records of real 
diesel prices published by MBIE.  

•    Fuel consumption has been assumed to increase in line with our forecast trend in electricity demand at 
a conversion rate of 4.2kWh/l which is slightly conservative based on current generator configuration 
and fuel consumption. 

 

Valuation and depreciation are based on historical costs. 

Section 102(4) (a) of the Local Government Act 2002 requires each Council to adopt a Revenue and 

Financing Policy. This Policy must state the Council’s policies in respect of the funding of both capital and 

operational expenditure. Further information can be found in Council’s Revenue and Financing Policy. 

The SIESA costs are expected to be fully recovered through user charges. 

 

 

 


