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Chief Executive Board Report 

January 2013 

Summary 

Board Report Summary 

 Moderately high irrigation demand since early December 
 High lake levels maintained – some spill 
 High levels of scheme and dam maintenance  
 Flushing flow trial deferred but high levels of didymo evident in Opuha 

Board Papers 

Downstream Weir Enhancements – update to be provided prior to the meeting. 

Financials 

This report is based on the financial reports for November and December 2012.  

Overall Position 

The current operating position is $598k better than budget due predominantly to good 
generation revenue – all months except September have been ahead of budget (+$478k). 
Expenditure to date is $135k below budget driven still by underspend in consultants (-$95k) 
and dam and power station maintenance (-$25k). I expect increased expenditure in both of 
these main underspend areas in the second half of the financial year. 

Month - November  

 Actual Budget Variance 

Income $537k $462k $75k 

Expenditure $334k $350k ($16k) 

Operating Profit (Loss) $203k $112k $92k 

Depreciation*** $78k $78k $1k 

Overall Profit (Loss) $125k $34k $91k 

Month – December 

 Actual Budget Variance 

Income $518k $480k $38k 

Expenditure $355k $378k ($22k) 

Operating Profit (Loss) $163k $103k $60k 

Depreciation*** $78k $78k $1k 

Overall Profit (Loss) $84k $25k $59k 
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Year to Date – December 

 Actual Budget Variance Annual Forecast 
     Budget Outturn 

Income $3,092k $2,645k $448k $5,501k $5,949k 

Expenditure $2,020k $2,163k ($135k) $4,589k $4,589k 

Operating Profit (Loss) $1,065k $481k $583k $912k $1,360k 

Depreciation*** $467k $467k ($0) $941k $941k 

Overall Profit (Loss) $598k $14k $583k ($29k) $419k 

 

***Depreciation - Note that after consulting with QA on the reporting of depreciation in regard 
to Dam and Power Station Non-Mechanical, we have decided to continue reporting our tax 
depreciation position rather than the accounting (IFRIS) position which we adjusted to 
Straight Line depreciation last year. Our basis for this decision is that it is consistent with 
previous reporting and if we adopted IFRIS reporting for our management accounts, to be 
consistent we would need to be reporting deferred tax and swap revaluations which is 
impractical. In any case I feel our focus for management reporting is and still should be on 
our operational budget performance.   

A corollary to this issue is whether we should seek to change our tax depreciation rate to the 
Straight Line method for the Dam and Power Station assets. This would require seeking 
approval from IRD.  
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Income  

Income for the period was ahead of budget driven by higher generation volumes. Our prices 
were set via our current contract and our overall average price for both months was 
$54/MWh. 

The dividend/rebate we received this year (December) from Line Trust South Canterbury 
was $24k which is significantly less than last year ($54k) and less than budgeted for this 
year ($49k). 

 

Electricity Sales Revenue 

 Actual Budget Variance 

November Revenue $219k $142k $77k 

 MWh 4,027 2,709 1,318 

 Average Price $54 $53 $1 

 Avg Spot Price $21.19  ($21.09 for Opuha)  

 

December Revenue $182k $112k $70k 

 MWh 3,342 2,173 1,169 

 Average Price $54 $51 $3 

 Avg Spot Price $40.24  ($38.61 for Opuha)  

Expenditure 

Expenditure for November was 4% below budget ($16k) and for December was 8% ($30k) 
below budget. Consultancy and Strategic Studies were the main areas of under expenditure. 
There were no major over expenditures.  

The gain on disposal of fixed assets ($1,711) relates to the sale of the quad bike in 
December. We are still owed $2,000 for maintenance required when this vehicle was 
returned from Dirragh Farm. 

Operations 

All schemes are fully operational and there have been only minor availability and reliability 
issues – predominantly due to control and communication system problems.  

Irrigation 

There was very moderate irrigation demand in November – initially from Levels and including 
one flood flow cycle. Demand stepped up significantly in December with all schemes 
operational and demand peaking in the week before Xmas. Heavy rain from the nor’west just 
after New Year resulted in a reduction in irrigation for approximately seven days but has 
returned to a reasonably high level again. 

Flood flows have been operated on a regular basis within Levels with reasonably good 
uptake with some irrigators getting close to their 80% after the next round in January. 

Irrigation summary follows overleaf. 
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Generation 

Generation was steady through November with periods of day running interspersed with 
continuous running periods to maintain lake level with the variable inflows. From the second 
week in December we reverted to day running only as inflows dropped back and irrigation 
demand increased. From the week prior to Xmas we were limiting generation to meet 
irrigation and river flows only. With the unexpected high rainfall just after New Year we 
reverted to full time running to limit spill and reduce the lake level. This was maintained until 
the lake was below the sill. We have continued to operate in January to control lake level 
below the sill and will exceed the monthly generation budget.  

Total generation in November was 4,027MWh and the station ran for 579 hours (80%) and 
had 21 starts. Average release from the downstream weir was 13.8 cumecs.  

In December, total generation was 3,342MWh and the station ran for 492 hours (66%) and 
had 32 starts. Average release from the downstream weir was 11.1 cumecs.  

Lake Levels and Storage 

Snow melt was the main driver of inflows through November with a clear diurnal pattern 
during the warmer days. There was moderate rainfall with approximately 75mm in the lake 
catchment. The lake level remained at or slightly above 391.2m. The snow melt reduced 
significantly by the first week of December and inflows reduced accordingly. Day time only 
generation started to lower the lake and the generation was steadily decreased to the 
minimum required and the lake level continued to reduce to a minimum of 390.78m by 
month end. 

The extent of rain in the catchment from the nor’west system on the 2nd and 3rd January was 
significantly more than expected and high inflows increased the lake level to a maximum of 
391.9 by the 5th January. With a second similar weather system forecast for the following 
week, we spilt water using just the centre section from the 6th to the 9th and then with the full 
spillway for a day on the 10th to bring the lake to the sill level. Somewhat unfortunately, the 
second system delivered virtually no rain to the catchment and the inflows continued to 
steadily decline. There has been some subsequent rainfall that lifted inflows briefly and 
generation has been moderated to limit the drawdown of the lake. I anticipate the lake level 
will reduce steadily over the remainder of the month to approximately 390.8m.  

The high inflows at the start of January halted a steady decline in lake dissolved oxygen 
levels and it looks like we may avoid the need to aerate the lake this season.  

I had planned to do a flushing flow trial in the week of 23rd January and had made 
arrangements with NIWA, ECan and ECS for this prior to Xmas. With the high flows that 
were experienced in early January it was suggested by NIWA that we may be better to defer 
the trial until there had been a more normal period of moderate to low flows. The trial has 
been rescheduled for 13th February. It does appear however, that the conditions in January 
have still resulted in a significant build-up of didymo in the Opuha and there have been 
warnings of phormidium in the lower Opihi. There have been several media articles including 
one with graphic pictures from the Opuha (article 23 Jan) I consciously deferred the 
excellent opportunity that presented in early January to carry out a flush because of the 
pending trial later in the month but, in hindsight, I may have been better to carry out a flush 
in any case to reduce or limit any build up that had occurred. I have kept OEFRAG and 
OCEPS advised of our plans for the flushing trails – the main objective of which is to 
ascertain that NIWA’s recommended flushing flow regime of 40 cumecs for two hours is 
effective and secondly that we can achieve this operationally with the regulating pond 
volume available.  
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Asset Maintenance and Management 

Safety 

No incidents. 

We are continuing to erect safety signage around the schemes. 

Scheme Maintenance  

Major repairs resulting from the August floods were finished in late November with the 
completion of work on the Totara Valley race alignment and rock protection works.  
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The major vegetation control work has been up at the dam with gorse spraying around the 
lake perimeter.  

The solution to the damage to the Sutherlands pipeline where it goes under the Tengawai 
River is still to be finalised. The pipeline has been exposed and displaced during the floods 
in July/early August. This damage was not detected until some weeks later during an 
opportune inspection of the river. The pipeline remains operational but repair work (to rebury 
the pipeline) is currently being scoped. There is no insurance cover available for this work as 
the applicable policy deductible is $500k.  

We have been experiencing continuing problems with the NIWA flow control server 
controlling Totara Valley and parts of Kakahu and Levels. More work is required with NIWA 
to identify and correct the issues. We are also considering whether to remain with the NIWA 
based system which is becoming something of an orphan is the industry. 

Power Station and Dam Maintenance 

Major repair and upgrade work has been completed on the closure embankment of the 
downstream weir including re-levelling identified low spots and upgrading the access track. 
Additional investigation work was also carried out for the option of the new spillway within 
the closure embankment.  

The small project to construct a safe access up the dam face adjacent to the spillway was 
substantially completed prior to Xmas and the finishing work will be completed late January.  

We experienced a prolonged period (several months) of intermittent comms failure on the 
link to TrustPower. Most of these events required the router at the station to be reset and, at 
one stage, were occurring more than once a day. The router was replaced early December 
but we continued to experience some problems. Further work by TrustPower appears to 
have reduced the frequency significantly since the New Year. 

The main crane at the Power Station was tested for its initial(!?!) certification. There were six 
minor remedial actions identified for follow-up.  

Major Maintenance 

Plant Condition Assessment – no major condition assessment activities were carried out.  

Capital Works 

Downstream Weir modifications – some further investigation work has been carried out in 
early January to assess the location of foundation rock in the area around the enclosure 
embankment (ie for the option for a separate spillway structure). I am expecting an update 
from T&T on this work by the end of the week 25th January. The objective of this additional 
investigation was to remove some of the uncertainty regarding the separate structure option.  

I am still attempting to develop a robust business case for the hydro option and have current 
work underway on revised M&E options as well as trying to identify whether there are 
bankable benefits from the fully embedded generation that this option will provide. 

I am conscious of the relative urgency of getting the additional spillway capacity installed but 
also feel we have one opportunity to make the right decision on this major expenditure. I will 
prepare an update paper for circulation prior to the Board Meeting.  

Standby Generator for Power Station – I have approved a proposal from TrustPower for the 
supply and installation of a new standby generator for the power station. The proposed cost 
is $35,860. I expect there will be some additional costs from TrustPower for the integration of 
the new generator into the existing control and communication systems. This work was 
included in this year’s capital budget ($60k) and was highlighted again by the CSR review. 
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Management Reporting 

Staff 

Health & Safety 

No safety incidents.  

Operations Staff 

Our new seasonal raceman Kerry Bell has worked in well over the busy irrigation period and 
Aimee Bennett is providing excellent support for our financial controls and reporting.  

We have had two vacation students working on small projects at the dam and now installing 
safety signs. 

Training and Development  

As reported previously, we hosted a Dam Surveillance and Monitoring Course at Opuha on 
November 8th and had seven people from other schemes join the session.  

Stephen and Kerry attended an Agribusiness HSNO Approved Handlers Course (for use of 
agrichemicals) in Twizel on 7th November. 

Tony attended an INZ/IOD Financial Essentials Course (11th Dec). This was the first running 
of this course and is to be followed up by another on investment analysis. In my course 
feedback I indicated some areas of the initial course that could be improved. The agenda 
and list of topics for the course was very ambitious and was essentially an attempt to 
condense a two day course into one. As a result I felt there was insufficient depth given to 
key areas.  

Irrigation Managers Training – INZ held an inaugural training day on 30th November in 
Dunsandel for irrigation managers (it is for farm workers/managers that are responsible for 
the operation of the irrigation systems). I attended part of the day to get a feel for the 
level/style of the course. I have discussed with several Directors that the course is very 
applicable to most of our irrigators and the format of it is such that it would be ideal to run a 
course locally. I have indicated this to INZ and they have recently come back to me to see if 
late February would suit as FMG (sponsors) have indicated they are keen to run four more 
courses before winter. While there may seem to be some logic in holding a course ‘in-
season’, the feedback I have had suggests a preference for the off-season (May-June-July) 
when there is more flexibility with staff availability for a whole day. I will follow up on this with 
INZ. 

Share Tender 

We have had both SCFIS and Kakahu shares available for purchase and lease over the last 
two months but there has been little interest shown in them to date.  

Dam and Power Station Management and Energy Contracts 

Energy Contracts 

Our move on to the fixed contract prices in October has worked well for us as Spot Prices 
have remained very subdued through the period since then. Wherever possible, we have 
tried to constrain generation to maximise the week day price premium however we have 
frequently been required to generate more than the day period provides. 

The monthly average Spot Prices for Nov, Dec and Jan to date are $21.19, $40.24 and 
$44.58. Our corresponding contract based prices are $54.49, $54.49 and $51.89.  

Our day time contract price steps up quite significantly to $74.55/MWh in February. 
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With the main hydro lakes very full (134% of average) the medium term (12 months) price 
outlook has lowered further and long term the forecasts are suggesting prices lower than 
were being forecast last year.  

 

Operations and Maintenance Contract 

A quarterly review meeting with TrustPower is planned for February.  

Strategic Water Projects 

Levels Plain AN Water 

I have circulated a proposed MoU to Directors (13th Dec) for approval but have not received 
any feedback except for one question regarding ECan’s position on the AN water use. It is 
important we conclude this at our January meeting.  

Strategic Storage options for OWL 

I have met with Aqualinc to discuss their initial proposal in response to my brief.  In the 
discussion it became clear that there are a number of overlapping issues and options 
regarding the overall efficiency of our wider operation and assessing storage options on their 
own may be of limited value. The recent suggestion of seeking some relief from an 
instantaneous flow rate at Saleyards to a daily average featured strongly in the options to 
consider. Aqualinc agreed that the discussion had assisted significantly in their 
understanding of what we are trying to deal with and have agreed to reconsider and 
resubmit a proposal.  

I am considering Terry Heiler to assist me with scoping and managing this work. I have been 
working with Terry recently on the new water study proposal and find he has a very mind for 
this type of work and of course has a very good understanding of our system and previous 
work.  

Managing Within Limits – LWRP 

I met with ECan planning staff in December to discuss the opportunity for OWL to ‘qualify’ for 
the provision under the proposed Land and Water Regional Plan (Rule 5.42) to have land 
use change within our designated area classified as a permitted activity. This would require 
OWL to at least have an overarching land use consent that specifies the maximum amount 
of nitrogen that may be leached.  

The discussion with ECan was very preliminary and there was an acknowledgement that 
they are struggling to manage the new implications of the pLWRP, especially since it is 
effectively operative (normally a proposed Plan or Plan Change would have a transition/lead 
in period from old to new provisions).  

Jul-12 Aug-12 Sep-12 Oct-12 Nov-12 Dec-12 Jan-13 Feb-13 Mar-13 Apr-13 May-13 Jun-13

Day 63.56$     61.86$    61.73$     63.49$    74.55$    100.60$     114.80$     

Night 46.15$     44.49$    44.82$     43.05$    48.19$    63.04$       88.13$       

Day 47.05$     45.46$    45.86$     43.27$    49.71$    66.10$       91.48$       

Night 45.32$     43.67$    44.01$     41.32$    46.62$    61.12$       85.86$       

53.94$     52.53$    51.43$     51.54$    59.49$    78.61$       99.64$       

MWh 588        1,104      1,725      2,064       2,709      2,173       2,094      1,203      2,897         1,819         1,500           1,682           

Revenue $58,809 $110,410 $172,463 $111,357 $142,313 $111,744 $107,913 $71,559 $227,715 $181,227 $164,991 $185,074

Average Price 100$      100$       100$       54$          53$         51$          52$         59$         79$            100$          110$            110$            

MWh 1,412     4,723      2,570      4,452       4,027      3,342           

Revenue $123,678 $296,130 $111,587 $244,834 $219,442 $182,088

Average Price 88$        63$         43$         55$          54$         54$          

Diff $64,869 $185,720 -$60,875 $133,478 $77,130 $70,345 -$107,913 -$71,559 -$227,715 -$181,227 -$164,991 -$185,074

YTD $64,869 $250,589 $189,714 $323,191 $400,321 $470,666 $362,752 $291,193 $63,478 -$117,749 -$282,740 -$467,814

Actual

$/MWh

Bus 

Day

Non-

bus 

Average

Budget 

PPA - contracted prices

Spot price at ABY0111 less 2.5% Spot price at ABY0111 less 2.5%
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It appears to me that to take advantage of this provision in the Plan, we will need to have an 
ASM process operative within our operation and that there is no quick fix to the potentially 
restrictive provisions of the pLWRP regarding land use change as they currently stand. 

In a follow up conversation this month with ECan, they suggested that we monitor the 
progress of the consent applications of RDR and WIL who have both applied for consents to 
cover the land use issue and that ECan would prefer to see how these two go before 
advising Opuha on a preferred approach. These two applications are essentially test cases 
for the new Plan and for ECan.  

Colletts Property 

We have received three further letters since the last Board Meeting from R Brown in relation 
to our agreement with P Scott. This last series have focused on the status of the agreement 
between OWL and Mr Scott. As advised last meeting I have been unable to engage with Mr 
Scott on this issue and in particular to discuss with him our expectation that the agreement is 
no longer workable and should be terminated by agreement. We have subsequently 
received a letter (5 Dec) from Mr Scott’s legal counsel (Russell McVeigh) seeking to meet 
and discuss reparation to Mr Scott.    

I have formally brought Andrew Leete into the matters with Mr Brown/A Woodley and 
Andrew has responded to Mr Brown’s most recent correspondence and has also had a 
phone conversation with him. Mr Brown is aware that we cannot provide any update 
regarding the agreement now that we have received the letter from RMcV. 

Andrew has responded (21 Dec) to the RMcV letter and we have just received a response 
requesting a meeting in Christchurch to “discuss the issues and formulate a pragmatic way 
forward”. I have suggested to Andrew we opt for a meeting on 31st January (day following 
our Board Meeting). 

Tekapo Water Project (New Water) 

There have been three key meetings on this subject that I have attended. As an outcome of 
the meeting in Timaru (13th November) with ECan representatives David Caygill 
(Commissioner), Francis Pauwels and Dennis Jamieson (CWMS Infrastructure Group) to 
discuss the new water options for South Canterbury, I was appointed to represent SC 
interests in working with Genesis and Meridian to determine a cost for water from Tekapo for 
Sth Canty.  

I met for the first time on Dec 7th with Hamish Cuthbert (Meridian) Jeremy Stevenson-Wright 
(Genesis) and Dennis Jamieson (ECan). Terry Heiler (CWMS Regional Ctte) was also 
invited to attend.  

The meeting pretty much stalled when the generator representatives said that they had no 
mandate to discuss potential commercial arrangements terms or deals. We persevered and 
reached a position where they felt a revisit of the whole proposal (ie both sides of Burkes 
Pass) was what was required rather a narrowly focused study on pricing of the Tekapo 
water. I found this very frustrating as it seemed to me to be a blatant turnaround from what 
had been agreed at CEO/Commissioner level and an attempt simply to defer and cloud the 
issue and avoid the need to engage meaningfully. 

Following this meeting there was some email exchanges including reference back to David 
Caygill to reaffirm the intended terms of the study.  

The group has subsequently reconvened (17th Feb) and after some ‘honest’ exchanges we 
have been able to make some progress on defining terms of reference. It does entail much 
more than the focused study I had originally envisaged but will still go a long way to 
achieving our objectives if we can reach agreement and find the appropriate resources and 
expertise.   
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In between these two meetings, Peter Scott called a meeting at Opuha (20 December) to 
discuss his need for a mandate to engage at a regional political level and also promoting the 
need to establish a new unified representative group for SC water. He reported back from a 
meeting he had attended in relation to the Rangitata ‘node’ and how they had concluded that 
there was little future in pursuing options to bring Rangitata water much further south that 
Rangitata South/Orari. The meeting at Opuha concluded that HDI was already covering the 
area south of Opuha and that the farmer/irrigation entity there was established and effective. 
It was felt that OWL was still the best entity to be seen to be leading the efforts for getting 
new water from Tekapo. Peter was to engage with local politicians on the issue of new water 
including in particular Tekapo and I was to continue to work with the generators on the study 
that had already been proposed.  

My lingering concern from this meeting was the impression Peter had regarding Rangitata 
options and the limited relevance of Rangitata water (ex RDR) beyond Rangitata South. 

Restructuring of OWL 

I have presented the restructuring proposal to all of the sub-scheme Boards and to the 
SCFIS Board. LPIC, Kakahu and SCFIS Boards.  

Andrew Leete and I have subsequently met with David Stock (18th Dec) to reassess the 
process and outcomes envisaged. The meeting was very constructive and David was quite 
optimistic that it would be possible to address most of the concerns expressed by the 
shareholders while achieving the overall outcome of a simpler structure. I have just been 
advised that David has completed a restructure plan for consideration by Andrew and 
myself. Our intention is to review that proposal before meeting with KPMG to go through any 
tax issues. I am not clear on the position of the requirement for a prospectus or not. 

At our pre-Xmas meeting, both David and Andrew were optimistic that we should be able to 
complete this re-structure within the year. 

Board Meetings and Assessment 

We did not conclude our attempt to finalise a calendar of Board Meetings for this year. 
Aimee has had responses from all Directors and we will review this at the meeting.  

I deferred until after Xmas/New Year getting underway with the IOD Board Self Assessment 
as presented and approved at our November meeting. I would like to get this underway for 
March.  

Relationships 

I have not been able to meet with Mackenzie District Council as planned as we have not 
been able to identify a mutually acceptable time. I have offered a couple of days in each of 
three different weeks but have had counter offers for different on each one. With the new 
CEO now on board I am optimistic that a meeting will be able to be arranged before Xmas.   

 

 

 

Tony McCormick 

22nd January 2013 

 

Attached: 

Generation Summary 
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Attachments: 

Generation Summary 
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