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Letter to Stakeholders (letter to support readiness investment
Dear Stakeholder
We are writing to seek your support for important earthquake preparedness work for the region.
You may recall the 2012 Lifelines report which outlined response times to a notional 7.5 magnitude
quake at Thorndon. All Wellington utilities have been working hard since then to address the
vulnerabilities it identified. Wellington Water, for example, has a significant seismic resilience
programme underway to find and store more water, and everyone’s work has been given added
impetus following the 7.8 magnitude Kaikoura earthquake in November last year.
For our part, the Lifelines report showed that Wellington will initially be without power for several
weeks. Since it was published, we’ve invested around $1M a year in emergency generators and
seismic investigation work. But we have just completed a more significant study into how the
electricity network’s response to a seismic event can be further improved and how we can get the
power back on more quickly following a major earthquake. This is important to help communities
recover at home, as evacuation from the region will be difficult.
The study shows that there are a range of relatively quick wins, which can be completed within the
next three years for a modest increase in power prices. This price increase cannot be undertaken
unless we first obtain Commerce Commission approval through a ‘streamlined’ CPP1. As part of this
process, the Commission has requested that we show local support for the work and the electricity
price increase that would be required to pay for it.
A draft high level business case supporting the project has been shared with the Commerce
Commission. A fact sheet summary of this is attached.
We urge you to study this information and then, if you believe you could support the proposal and
the associated price increase in principle, to put that in writing and send it to us as soon as
possible. We are obliged to deliver a more substantive case to the Commission in late-October. If
they decide to progress the matter, it would then be open to more substantive community
submissions, allowing you a further say.
We thank you in anticipation of receiving your support to continue to provide great service to both
our community and businesses in the Wellington region.
Please do not hesitate to contact me directly for any further discussion.
Regards
Greg Skelton
CEO
WELLINGTON ELECTRICITY
email gskelton@welectricity.co.nz
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Fact Sheet – September 2017
Earthquake readiness for the Wellington area electricity network


Wellington Electricity supplies electricity to approximately 400,000 consumers through over
167,000 installation connection points (ICPs). Its network covers the Wellington city, Porirua and
the Hutt Valley regions.



The company is hoping to invest up to $32M in capital expenditure for some immediate
earthquake readiness work around the local electricity network area (covered in map – see
over). Before it can fund this however, it must first obtain the approval of the Commerce
Commission.



A 2012 Lifelines report showed the Capital has major infrastructure vulnerabilities, not only from
the direct impact of a large earthquake but also from road links being cut by landslides, delaying
access into, and around the region for repair crews.



The local electricity network rates highly on reliability in normal conditions, as many of its high
voltage cables are underground. However this also makes it vulnerable in an earthquake. Much
of the network traverses the fault-line from Karori through to Upper Hutt, risking extensive
damage to cables and substations from both ground movement and liquefaction.



Wellington Electricity’s readiness proposal covers six high priority / quick win areas:
o
o
o
o
o

emergency spares to build temporary high-voltage overhead lines;
a mobile substation and switchboard to reconnect supply;
a wider inventory of spare equipment such as cable spares and switchgear for faster
return to service;
further work to strengthen substation buildings to avoid delays in returning supply; and
more resilient IT and telecommunications links so communications are kept available to
to aid response.



The company proposes to spread the new back-up equipment round the region to increase our
ability to respond in the event of transport links being cut.



Wellington Electricity’s proposal has also been informed by a careful study of the impact of the
2010 and 2011 Canterbury earthquakes on that region’s electricity network. Pre-quake
strengthening of substation buildings there, for example, resulted in much earlier power
restoration than would otherwise be the case.



Wellington Electricity estimates consumers would get a direct economic benefit from investing
in readiness equipment which would allow for the earlier restoration of power to improve
community welfare and economic recovery following an event.



The company believes the readiness work could be completed within three years for only a
modest increase in prices. The exact increase is yet to be determined, but would be in the region
of $1.50 to $1.90 per month for an average residential consumer. The Commerce Commission
will need to approve the proposal if it is to go ahead.



Finally, this proposal is an interim step to a wider resilience plan incorporating other Wellington
Lifelines utilities and separate investment decisions. These will be subject to the new natural
hazards National Policy Statement expected to be issued in 2018.

ENDS
The Wellington area electricity network (area in yellow):

Genesis Energy Limited
The Genesis Energy Building
660 Great South Road
PO Box 17-188
Greenlane
Auckland 1051
New Zealand

20 November 2017

T. 09 580 2094

Greg Skelton
Chief Executive Officer
Wellington Electricity Lines Limited
PO Box 31049
Petone
Lower Hutt 5040
WELLINGTON

Dear Greg
Wellington Electricity’s Earthquake Readiness Business Case
Many thanks for taking the time to meet with Rebekah Cain and myself on 1 November 2017.
It was very useful to gain an understanding of the proposed Earthquake Readiness Business
Case that you intend to submit to the Commerce Commission as part of a funding approval
process in late November 2017, and to share ideas about how we may be able to work
proactively together to deliver better outcomes for New Zealanders.
As New Zealand’s largest retailer of electricity and gas, our priority is on ensuring the energy
sector has the ability to offer optimal outcomes for consumers. Making sure New Zealanders
have the best energy tools available to do everything from running their businesses, to heating
their homes in the most effective and efficient way possible. For Genesis, this means that
everyone has choice, comfort and control over their energy consumption. With that as a
backdrop, we are always keen to understand the rational for changes that may impact on our
customers, and make sure those changes deliver real customer value.
As Genesis has a large customer base in the Wellington region, we obviously share your
concern for their welfare in the event of a major earthquake. Given a significant pan-industry
process has been undertaken and identified a number of Wellington specific issues, we
recognise that this “readiness” stage of your investment programme, where you are proposing
to spend around $32 million on readiness spares, is an important first step to ensuring that the
power supply can be brought back quickly so our communities can start the recovery process.
While we are sure there has been significant learnings from the Christchurch earthquakes, we
would also continue to encourage you to make these spares available to others in times of
need. The key being that a sharing lines company environment will be better for customers
rather than each attempting to hold readiness spares – I understand this is part of the ongoing
discussions and we would support this.
As part of our discussions on readiness, I also welcomed the opportunity to discuss further with
you a schools-based emergency solution opportunity. Genesis has been involved with many
schools across the Wellington region for over a decade, with our Schoolgen programme having
installed solar on 92 schools across New Zealand. Through our involvement with these schools

Genesis has gained a wealth of experience and knowledge. While providing the opportunity
for young New Zealanders to learn about energy, energy efficiency and sustainability those
schools’ solar panels combined to produce 489 MWh of electricity last year, making Genesis
energy one of the largest solar providers in New Zealand. Genesis looks forward to discussing
this opportunity in the near future.
We have a responsibility to our customers and we see ourselves as partners with you in this
effort. We support Wellington Electricity’s ability to submit a streamlined customised price path
and look forward to considering the detail of the proposal, when available.

Yours sincerely

Dean Schmidt
Executive General Manager
Corporate Affairs and Transformation

JacksonStone House
3-11 Hunter Street
PO Box 1925
Wellington 6140
New Zealand
Tel: 04 496-6555
Fax: 04 496-6550
www.businessnz.org.nz

23 November 2017

Greg Skelton
Chief Executive Officer
Wellington Electricity Lines Limited
P O Box 31049
Lower Hutt 5040
Dear Greg
Wellington Electricity’s Earthquake Readiness Business Case
Many thanks for taking the time to meet me and my team on 10 November 2017. It
was very useful to get an overview of the proposed Earthquake Readiness Business
Case that you intend to submit later this month to the Commerce Commission as part of
a funding approval process.
As New Zealand’s peak business advocacy body, we are keenly interested in the
potential and prosperity of all New Zealanders. Therefore how we mitigate, and then
manage disruptions to our key infrastructure is important to us.
With this in mind, we recognise that this “readiness” stage of your investment
programme, where you are proposing to spend around $32 million on readiness spares,
is an important first step to ensuring that the power supply can be brought back so our
businesses and communities can start the recovery process.
Therefore, we are supportive of measures, such as those proposed in your business
case, that seek to improve our current position, so long as they are cost effective and
appropriately balance the additional costs to consumers with the benefit received.
Kind regards

Kirk Hope
Chief Executive

Power supplies to
Wellington, the Hutt Valley
and Porirua are vulnerable
to a major earthquake.
Wellington’s electricity network is made up of
the power lines and underground cables that
deliver power to homes and businesses. It’s
also the substations and transformers you
can see on roadsides. The whole system is
normally very reliable as most of it is
underground. However, in a big quake about
up to a third of the region’s consumers could
be without power for up to three months.
That’s why we need to start dealing with the
issue and improve our readiness to
respond to an earthquake event.

Please send any comment
you have on this plan to us at

we_CustomerService@welectricity.co.nz
More details

www.welectricity.co.nz

Getting
the power
back on after
a big earthquake
Wellington Electricity’s readiness program

Estimation time to restore roads after a big quake

4 months

If a 7.5 magnitude quake
occurred on the Wellington
fault, many roads could be
blocked by slips creating up
to 7 ‘islands’, slowing down
restoring power supplies.
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Spare mobile substation to speed up restoration
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The Kaikoura earthquake a year ago interrupted
power supply and was a wake-up call. Wellington
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of these readiness investments.
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the Commerce Commission to recover the cost

Gracefield GXP

Waikowha

Electricity has developed a plan to start dealing
with supply restoration time frames.

7-10 days

Melling GXP
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quickly after an earthquake, it cuts down the
time that people are without power.

The impact on customers is
estimated at $1.50-$1.90 per
month on the lines charge for an
average residential customer.

So we want to strengthen buildings and put
spare parts and equipment in each of these
islands, update communication links, and
strengthen IT systems so we can get our
community restored quickly after a major event.

The work will cost just over $31 million spread

Further details of the plan
can be found on our website

across three years. It would be the ﬁrst stage in a
longer term programme to strengthen power
supplies against earthquakes.

www.welectricity.co.nz
Post Kaikoura earthquake damage

