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Dear David

K I}OCs Response to Ben Nevis/Craigroy Counter Proposal

; =

1. Intreduction
The holders of the Ben Nevis and Craigroy PLs have proposed.both the use of covenants to

provide protection of significant inherent values (SIVs) and the designation as unenoumbered
frechold over a number of areas as part of the tenure review consultation process, The Crown
is currently proposing a combination of full Crown ownership and eovenanis over the entirety
of both leases to protect a wide variety of 8TV,

During consultation DOC has recommended a lessening in the significance of the SIVs within
the footprint of the lessee’s proposed hydro development if the balances of SIVs on both
leases are adequately protected.

The proposed covenants are modelled on those produced by BOC for the respective leases
DPPs and provide freehold ownership, ongoing grazing, trespass and other rights as well as
several conditions not included in the original documents i.e. the right to remove indigenous
woody vegstation. Section 2 contains a summary of the lessee’s counter proposal.

The appropriate use of covenants has become clearer in recent times, The guidance of the
CPLA 1998 and subsequent government policies is outlined below:
e The CPLA states a preference for the protection of STVs by full Crown ownership and
control rather than profective mechanisms i.e.: covenants.
© Government policy is to progressively establish a network of high couniry parks and
reserves, This suggests that full Crown ownership is required for their establishment.

The following points have been extracted from Cabinet Policy Committee Minutes dated 7
February 2003,

14. Tn order to protect SIVs, full public ownership and control of reviewed pastoral lease land
is preferable to covenanting: .
¢ Where active conservation manageruent requires the sustained exercise of rights
associated with ownership for example, to carry out the pest control to achieve the
desired conservation outcomes. - ownership also enables this to be carried out far
otaco-42274 - letter fo qv counter proposal may 05
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more-efficiently and effectively than having to negotiate access and manage’%eﬁt}’;?‘o Dé}f; J;
proposals with a third party on an ongoing basis; '?/ii ,‘7’@
« ‘When public interest in the land is high, such as for secure and free access o enjoy ]@/v 4
recreational opportunities, or for involvement in management decisions; AT
¢ Where doing so will facilitate public enjoyment and use through appropriate activities
provided by competing provider concessionaires; and
¢ Where it is possible to protect Jarge and contiguous areas of indigenous vegetation or
habitats that have high conservation value,

15. Covenants are preferable for;
& discrete areas:
~  smrounded by land to be disposed of as fieehold;
- where the conditions of the covenant will provide protection for the SIVs;
- the SIVs of the area do not require active conservation management ;
- where public interest in access is low;
- itis more cost effective to use a covenant than full public ownership; and

P e larger areas where the $IVs are sufficiently robust not to require any conservation
management (e.g. cettain landscape features).

Given the guidance from the CPLA, the policies outlined above, the presence of a multitude
of 8IVs and the analysis of the LENZ -data the department strongly recommend that the areas
designated in the DPP as conservation areas on Ben Nevis continue to be so, Therefore, the
lessee’s proposed designations over the areas ouflined on the attached planas A, B, C, D, E
and F (a combination of covenants and unencumbered frechold) has neither been analysed nor

has comment been supplied.

For the same reasons the area marked G on Craigroy has not been commented on.

In the following analysis of the remaifider of lessee’s counter proposal firstly I have
summarised the entire counter proposal. Secondly T have broadly described the landscaps,
landform, vegetation, historic and LENZ values within areas H and I (beingahe extent of the
designations proposed by the lessee that fall outside arcas A~ G) and assessed these against
the STV guidelines. Thirdly I have described the SIVs and management issues specific these
two areas and described the threats the proposed covenants pose fo the SIVs,

{;‘\\g Finally I have evalnated the portions of the proposed designations within arcas H and I
against the CPLA.

2, Summary of the Counter Proposal

Two types of designations have been proposed by the lessee, termed Landscape Covenant
Areas A and B (hereby refetred to as LCAA and TL.CAB). As previously mentioned, these are
modetled on the DOC produced s77 Reserve Act covenants that formed part of the respective

leases DPPs,

The lessee has proposed covenanting approximately 25% of Ben Nevis, with approximately
2/3s of this area being subject to LCAB and the remaining area being subject to LCAA. The
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%

s also proposed the unencumbered freehold of approximately 20% of \{ﬁ”é{{éaﬁ? Oé’(/%@
Srthe Jessee has proposed the covenanting and the unencumbered freehold of FQ?W
“imately 50% and 30% of the lease respectively. On Ben Nevis the two Conservation
cas proposed by the Crown have been reduced in extent, while on Craigroy the extent of
upper Conservation Area has been decreased and the lower Conservation Area eliminated.

"The major differences between the covenants produced by DOC and those produced by the

* Jessee are listed below.

LCAA

Operative Parts
¢ Clause 3.1.8, being the damming, diverting or teking of Natural Water has been

deleted.

e Clause 3.1.9, being any action which will cause deterioration in the natural flow,
supply, quantity or quality of water of any stream, river, lake, pond, marsh, or any
other water resource affecting the Land is assumed to have been deleted.

e Clause 3.2.3 has been softened, so the owner must use their best endeavours to keep
the land free of exotic tree species,

Schedule 1- the dosoription of the values of the land to be protected has been altered. Of
particular concern to and disputed by DOC are the assertions that:
a) the regenerating shrublands on the lower slopes are thought to be partly induced
by fertiliser use and therefore will not be protected;
b} higher areas have landscape values attributed to the vegetation pattern which is a
fransition between tall tussock and the more exotic oversown areas; and
6) the historic values are represented by the hand stacked stone tailings from ground
sluicing and the tailings from dredging.

Schedule 2 (special conditions)
e DOC will pay io the owner a proportional share of the cost of any work under clause
3.2 (lists owner’s obligations including weed/pest conirol, fire control ete) if the

Minister has first approved fthe work, @
e Amendment of clause 3.1.5 to allow for burning and chemical spraying of exotic
weeds.

¢ Amendment of clause 3.1.6 to allow for the excavation of material less than 20m3
(volume) and/or disturbance of any land 50 m2 in area in any one hectare in any
continuous period of 5 yeats but excluding cultivation of areas previously cultivated
and any such activity required to maintain vehicle tracks etc ...

Schedule 3, the Management Prescription has been deleted. The monitorinig regime has
not been practically detailed.

LCAB
The amendments listed above for LOAA have been incorporated into LCAB, as well as the
following changes,
¢ Clause 3.1.2 is deleted, therefore allowing the felling, removal or damage of any tree,
shrub or other plant.
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sowing of seed. a%%e,

L
Hause 3.1.5 is deleted, therefore allowing burning, chemical spraying, top gg‘(@%;@@? .
g7
W
s

Summary of the Landscape, Vegetation, Historie and LENZ SiVs

landscape, vegstation and historic SIVS are interrelated. For example, historic SIVs i.e.
mining tailings influence both the landscape and by being suitable habitat, the vegetation

I combination, these SIVs are of greater value than their individual parts. This combination
is why the Nevis Valley, of which the leases form a significant portion of, is undisputedly
regarded as a special and unique place.

The summaries of these three SIVs are adapted from the respective leases CRRs while the

LENZ summary is recent. The emphasis of each summary is on the areas H and I, with the
exception of the proposed hydro development footprint which has been expressly omitted. =
Fach summary is concluded by an assessment of these values against the SIV guidelines.

Summary and assessment of significant landscape values

Landscape Characler
The Nevis Valley landscape is defined by the homogenous dominant gold tussock cover, a

distinctive, highly diverse and visible landform and cultural influences from mining and
pastoralism, These factors together with the enclosed remote and relatively isolated nature of
the valley contribute to a landscape that is visually memorable. Ina regional context, there is
a scarcity of substantially unmodified valley floor landscapes as within Otago, the only close
equivalents being the upper Manuherikia and upper Dunstan Creek valleys.

Visual and Scenic Values :
The Nevis Valley is well recognised as being visually very impressive, Important vantage
points are gained from the Nevis Road, Duffers Saddle Road and from the tpps of the

surrounding mountains,

" The diversity in landform e.g. flats, gorges, terraces together with tor-lined gullies and slopes
. contribute to the spectacular nature of the valley. The farm buildings, the old gold workings
plantings and other cultural features add interest and diversity.

The wild and scenic characteristics of the Nevis River also contribute to the scenic values of
the Nevis Valley. The meandering river adds to the scenic remoteness of the valley above
Nevis Crossing, Downstream of the Nevis Crossing, the Nevis River is confined within a
narrow enclosed gorge, which drops steeply giving a wild stretch of water. The diversity of
water and landscaps types within the Nevis Valley contributes to the outstanding wild and
scenic characteristics of the river system as a whole. The visually impressive, remote but
accessible nature of the Nevis Valley makes it a popular destination for recreation.

Assessed against the SIV guidelines, the landscape SIVs have the highest significance
(guidelines 107), high significance (108, 109) and significant values (110 -1 13).
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In conclusion the Nevis Valley (of which the both areas H and I form a significant

consistent management as fiagmentation would reduce the landscape values.

Summary and assessment of hotanieal values

The Nevis intermontane basin supports a diverse range of plants and communities, The high
conservation status of intermontane basins, especially of the Nevis Valley, has recently been
highlighted by Walker et al (2002a). A summary of the significant floral values in areas H

and I follows.

Ben Nevis- Avea [
Nartow-leaved tussocklands are the dominant vegetation of the montane bioclimatic zone

while diverse shrublands ocoupy ripatian zones and some montane slopes, such as the gorge
below the Nevis Crassing. These are highly significant as yemnants of woody cover with a
species mix that reflects the likely pre-human extensive burning state. Blsewhere matagouri
shribland is present, which is likely to have responded to fertilizer applications. Future
restoration and rehabilitation of the woody shrub cover in this part of the landscape will
require nucleus seed sources such as these. The importance of shrubland remnants has
recently been given prominence by Walker et al (2002) who highlight the conservation
importance of low attitude woody vegetation and associated fauna. This importance applies

to all the shrublands discussed here on in,

The faces of the main ridge systems are covered in largely intact tall tussocklands at mid to
higher elevations. At lower altitudes, snow tussocks become more scattered and mix with
pasture grasses and short tussock. Despite extensive grazing use, these ridge faces contain
dominant tall tussockland which contribute to their natural appearance.

Craigroy- Area H . ?
An extensive community of Carex muelleri is present on the flats just north of Coal Creek
mouth, with plants scattered elsewhere along the Nevis riverbank.

Relatively diverse shrublands associated with fors located near the Nevis Road are significant
as remnams of woody cover with a species mix tha reflects the likely pre-human extensive
burning state. The widespread matagouri shrubland present south of Barn Creck is relatively
short statured, and represents the first stage in the fransition back to a woody cover following
early fires, Their spread and vigour has probably been enhanced by the application of
fortiliser and their conservation significance is moderate.

Ta conclusion both areas H and I are notable for the overall good condition of the major
indigenous vegetation communities present and the high degree of natural character they

impart at a Jandscape scale.

Assessed against the SIV guidelines, these SIVs have the highest significance (guidelines 51,
63), high significance (53, 68) and significant value (74, 75).
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Summary and assessment of historie values 'ﬁ.’r’i\ %@
‘The mining workings contained on arca H form unusually intact systems of alluviag@}d {4‘3

imining sites, from which much more can be learnt than from parts of systems on their ’f;f 3
These workings are set int a landscape that has been little modified since nineteenth centu /y
Cultivation has had minor effects only in the area around the Crossing. 4 Y,

A wide range of technologies and eras are represented from 1860s ground sluicings through
1900s dredging and hydraulic elevating to 1930 hydraulic sluicings. This is unusual since
dredging and hydraulic lifting often destroys all eatlier workings e.g. Gabriels Gully. The
assooiation of the remnants of a bucket dredge, the Nevis Crossing dredge, with workings that
are extensive in both area and time, cannot be matched anywhere else in Otago or Southland.
Other such clearly identified 1930s workings are not so far known for Otago, and cannot be
protected under the Historic Places Act. All these groupings and their good survival give the

area as a whole regional significance.

Families who still rent or own properties at the Nevis Township provide a strong link with the
past therefore much more histotic documentation and identification of names with sites ate
available in the Nevis compared with most other alluvial workings, such as the Bannockburn

stuicings.

'The wide open landscape and lack of forest and shrubland makes the sites highly visible and
patticularly easy for visitors to appreciate. Nationally there is no other alluvial gold field
known that has both such high heritage values and such ease of interpretation, which gives

- the field national importance.

Other significant sites in arcas H and I include the early farmstead at Ben Nevis.

Assessed against the STV guidelines, these SIVs have the highest significance {guidelines 32),
high significance (32, 33) and significant value (34, 35, 36, 38, 39).

Summary and assessmaent of LENZ values
Approximately 60 % of area 1 contains LENZ environments N3.3a, N5.1c apd N4.1d assessed

as being “much reduced/acutely threatencd/chronically threatened * and are therefore
accorded the highest significance (guideline 62). Approximately 39% contaings LENZ
environments Q2.2a, Q1.1b and Ql.1c assessed as being “critically
£ underprotected/underprotected” and therefore accorded significance (guideline 76). The
. remaining 1% contains LENZ environment Q1.1a that is not accorded a threat category.

Approximately 30% of area H contains LENZ environments N4,1b, N4.1d, N5.1a and N5.1c
assessed as being “much reduced/acutely threatened/chronically threatened * and are therefore
accorded the highest significance (guideline 62). Approximately 65% contains LENZ
environments Q1.1b, Q2.1b, Q2.2a, Q3.3a and (Q3.3b assessed as being “critically
underprotected/underprotected” and therefore accorded significance (guideline 76). The
remaining 1% contains LENZ environment Q3.3a that is not accorded 2 threat category.

4. BEN NEVIS
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Poriion of LCAB 1 within area I
1. Extent /21’

2, Specific 8IVs

Landscape
¢ The homogenous gold tussock cover and the highly legible landforms of the front
face, with wide uninterrupted views across open features and low stature vegetation

give important open space characteristics,

Botanical
¢ Heological sequence running from ~720 m to ~1300 m.

o Chionochloa rigida throughout, increasing in extent with altitude.
¢ Remnant shrublands on toe slopes and in riparian areas.

Cy

R oy faung

¢ Kea “nationally endangered” are highly likely to utilise habitat within LCAB 1.
¢ New Zealand falcon “gradual decline” utilise habifat within LCAB 1.

Threats to these 8IVs under conditions contained within LCAB 1

e Amendment of clause 3,1,1 removes any control of the number of stock permitted in
the covenant area. This amendment therefore poses a significant threat to landscape,
vegetation and faunal SIVs.

« Deletion of clavses 3.1.2 and 3.1.5 removes any control on vegetation clearance by
chemical spraying, burning or by other means. This poses a significant threat to the
botanical, faunal and landscape values.

¢ Deletion of clause 3.1.5 removes any conirol on ASTOD, therefore allowing farm
intensification. This poses a significant threat to the botanical, faunal and landscape

v

values,

e Deletion 0of 3.1.8 and 3.1.9 creates a significant threat to all Natural Water and water
IeSOUICES.

o Conflicting conditions between clanse 3.2.3 and the operative ORC Weed/Pest

./ Strategy regarding woody weed control is likely cause sub-optimal weed control, a

significant generic threat to all 8IVs,

o Unjustified assertions (Hsted below and disputed by DOC) in the description of the
Values to be protected:
a) the regenerating shiublands are induced and therefore don’t warrant protection;

and

b} only the higher areas have landscape value;
are a significant generic threat to all SIVs.

¢ Absence of a management prescription, highly likely to cause sub-optimal
management and subsequerit protection of the values contained within covenanted
area, This poses a significant generic threat o all 8IVs.
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Ben Nevis Unencumbered Freehold (BNUF) within area I C} L%\
Extent %/ 22

Brcompasses the northern and eastern portions of the proposed landscape covenan@ﬁ rﬁ%

2. Specific SIVs %&,ﬁ%

.1;7',’/:?f ¢
(o

Landscape
¢ The homogenous gold tussock cover and the highly legible landforms of the front

faces, with wide uninterrupted views across open features and low stature vegetation
give important open space characteristics.

o BRelow the Nevis Crossing, incised streams become a prominent feature with which
rocky outerops and grey matagouri-mingiming shrubland are associated The Nevis
Gorge itself is the most significant of these and is steep, incised, with extensive rock

outcropping and bluifs.

Baotanical
e Riparian shrublands (matagouri, Hebe and Coprosma species) are COmmon.

o Rock dwelling plants such as Anisofone cauticola.
o Reological sequence rumning from ~600 m to 1322 m.
¢ Chionochloa rigida throughout, increasing in extent with altitude.

bep s

Faunal :
o New Zealand falcon “gradual decline” utilise habitat within BNEF,

Historic
¢ Early Ben Nevis homestead,

Threats to these SIVS
Should this area become unencumbered freehold the relevant Central Otago District Plan

Rule, rule 4.7.6L will not apply. Subsequently there would be no control on the erection =
of structures, cutling of new roads, excavating and/or cultivation, establishing production 7
forestry or subdivision. A lack of control of these and similar activitiesswould be an

exireme threat to all the SIVs,

L 5. CRAIGROY

T.CAA within Area H

1. Extent
Fxtends down from the Carrick Range water race into CA 1 and down onto upper section of

landscape covenant,
2. Specific SIVs

Landscape
« The dominant vegetation cover, tussockland, gives the hillslopes a homogenous tawny

gold texture.
¢ Tor studded ridges and hillslopes, a distinctive and highly diverse and visible
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Tandform. .@//{\ o
Geology, Landform and Soils /%,
¢ There are good examples of mass movement and saw cut gorge landforms in th
narrow gullies.
Botanical

%)

v,

&
‘/'5
N

L,

e Relatively diverse shrublands associated with tors located near the Nevis Road are
significant as remnants of woody cover with a species mix that reflects the likely pre-

human extensive burning state.

Faunal
¢ New Zealand falcon “gradual decline” utilise habitat within LCAA.

Threats to these STVs under conditions contained within TCAAZ

¢ Amendment of clause 3.1.1 removes any control of the number of stock permitted in
the covenant area, This amendment therefore poses a significant threat to landscape,

vegetation and faunal SIVs.

¢ Amendment of clause 3.1.510 allow as-of-right buining and spraying of woody weeds
poses as significant threat to the vegetation and faunal STVs, as both these activitics

are non-selective.

o Deletion of 3.1.8 and 3.1.9 creates a significant threat to all Natural Water and water

FESOuIces.
s Conflicting conditions between clause 3.2.3 and the operative ORC Weed/Pest

Yirategy regarding woody weed control is likely to cause sub-optimal weed control, &

significant generic threat to all SIVs.

o Unjustificd assertions (listed below and disputed by DOC) in the description of the

Values to be protected:

a) theregenerating shrablands are induced and therefore don’t warrant profection;
. 4

and :
b) only the higher areas have landscape value;
are a significant generio threat to all 81Vs.
¢ Absence of a management presctiption, highly likely to cause sub-optimal

management and subsequent protection of the valies contained within covenanted

area. This poses a significant generic threat to all SIVs,

LCAB
L ‘EBxtent
Lies on landscape covenant taking in upper Coal Creck catchment northward.

2. Specific SIVs

Landscape
s The homogenous dominant tawiy gold tussock cover.
©

Tor studded ridges and hillslopes, a distinotive and highly diverse and visible
landform.
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o Cultural influences fiom mining and pastoralism. A2y 54
% %
Botanical ﬂ/{\ Lo

«  South of Barn Creek is extensive matagouri shrubland which represen s%jﬁ%@ ge
in the transition back to a woody cover following early fires. Their spreadafid Vi %
has probably been enhanced by the application of fertiliser and their consery tﬁég?’ o

significance s moderate: 3
i,

Faunal
e New Zealand falcon “gradual decling” utilise habitat within LCAB.

Threats to these SIVs under conditions contained within LCAB2

o Amendment of clause 3.1.1 removes any control of the number of stock permitted in
the covenant area. This amendment therefore poses a significant threat to landscape,
vegetation and faunal STVs.

o Deletion of clauses 3.1.2 and 3.1.5 removes any control on vegetation clearance by
chemical gpraying, burning or by other means. This poses a significant threat to the
botanical, faunal and landscape values.

e Deletion of clause 3.1.5 removes any control on ASTOD, therefore allowing farm
intensification. This poses a signiffcant threat to the botanical, faunal and landscape

values.
o Deletion of 3.1.8 and 3.1.9 creates a significant threat to all Natural Water and water

LESOUICES.

¢ Conflicting conditions between clause 3.2.3 and the operative ORC Weed/Pest
Strategy regarding woody weed control is fikely cause sub-optimal weed control, a
significant generic threat to all SIVs.

e Unjustified assertion (disputed by DOC) in the description of the Values to be
protected that the regenerating shrublands are induced and therefore don’t warrant
protection is a significant threat to the vegetation SIVs,

e Absence of a management prescription, highly likely to cause sub-optimal
management and subsequent protection of the values contained within covenanted
area. 'This poses a signifi¢ant generic threat to all SIVs. ¢

Craigroy Unencumbered Freehold (CUF)
1. Extent
Takes in lower faces, Jies on landscape covenant and CA 2.

2. Specific SIVs

Landscape .
¢ The homogenous dominant tawny gold tussock cover.
e

Tor studded ridges and hilislopes, a distinctive and highly diverse and visible
landform.
e Culiural influences from mining and pastoralism.

Botanical
¢ An extensive community of Carex mueller “sparse” is present on the flats just north
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of Coal Creek mouth, with plants scattered elsewhere anré% tﬂfg}’glevis riverbank.
e Carex kaloides “sparse” BN
e ey
Gy e
Historic % . g
e Mining tailings near Coal Creek considered representative of the“ﬁé"é&%—@%s mining

period. A, {@
e Dredge ponds and associated tailings formed by hydraulic elevating ar{éf};ir ﬁ%}f,

Recreation ' o~

e The historic sites are a significant recreational resouice. Cj’f;-

o NGOs have indicated that any land returned to full Crown ownership will be
welcomed and utilised by outdoor recreationalists and recreational vse will increase

onee access is assured.

Threats to these 8IVs
Should fhis area become unencumbered freehold the relevant Central Otago District Plan

Rule, rule 4.7.6L will not apply. Subsequently there would be no control on the erection
of structures, cutting of new roads, excavating and/or cultivation, establishing production
foresiry or subdivision. A lack of control of these and similar activities would be an

extreme threat to all the SIVs.

-

Also the lack of:
a) secure access for active conservation management;
b} public involvement in management decisions; and
c) opportunities to facilitate both public enjoyment and use of the area by competing
provider concessionaires;
is a significant threat posed by this proposal.

Evalnation of the entire counter preposal against the government policy and the
relevant CPLA object.

' #
Neither individually not as a whole do the designations proposed by the lesses that He within
areas H and/or I protect the SIVs. Therefore the department strongly recommends that as this
counter proposal does not meet the objects of the CPLA, particulatly s24(a)(i), it should be

rejected in its entivety.

Yours sincerely .

Bruee Hill
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Introduction

1. My name is Peter James Dowling.

2, | have been the Chief Executive Officer of Ploneer Generation Limited for
the last 10 years.

3. Bsfore being appeinted o my current position | was the Generation

Manager for Pioneer Generation’s predecessor: Gentral Electric Limited,

which position | held from 1996 until 1999,

4, | qualifled as a Mechanical Engineer in the United Kingdom, earning a
Higher Natlonal Certificate In Engineering (UK} which was conferred on me
by Southall College of Technology In 1966. I am a member of the Institute

of Mechanical Engineers (UK).

5. | began my career with the New Zealand Electricity Deparirment ("NZED") in
1972. From about 1982 onwards there were several reorganisations within
NZED, the last set of which culminated in the eleciriclty industry reforms of
1987 and the forming of Electricity Corporation of New Zealand.("ECNZ’).
My final job with NZED was Assistant Reglonal Manager based in Dunedin.
All of my work for NZED, prior to entering managerial positions, was in
hydroelecttic operations. For example, between 1979 and 1982 | was
hased In the Duniedin office of NZED as Generation Engineer, responsible
for the operation and maintenance of Roxburgh and Manapouri power
schemes. From 1982-86 | was employed as District Design and
Construction Engineer responsible for the substation and transmission line

design and construction staff of NZED south of the Waitakl River.

8. | was then appointed Asslstant Regional Manager bstween 1986 and 1987.

In 1987 NZED was corporatised and became ECNZ establishing area
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offices in Alexandra, Twizel and Benmora. | moved to Alexandra to take up
the position of Area Manager responsible for Roxburgh, Clyde and

Manapouti power statlons.

[ joined Central Electrlc Ltd in July 1996 as Generation Manager and | was

appointed to my current positlon with Pioneer Generation Limited in 1999,

I confirm that | have read the Code of Conduct for expett witnesses
contalned in the Environment Court Practice Note and that | agree to comply
with it | confirm that | have considered all of the materlal facts that | am
aware of that might alter or detract from the opinions expressed here.

Plonect Generation Limited Described

9.

10.

11.

12,

13.

Ploneer Generation Limited was established in July 1999 as a direct resulf of

the Electriclty Industry Reform Act 1988.

Prior to 1998 the company was known as the Otago Central Electric Power
Board (OCEPB). The OCEPB was a community-owned organisation which

was governed by an elected board of trustees.

In 1993 Central Electric Limited was established and the Government
appointed a Board of Directors. The shares In the company were held by

Otago Ceniral Electric Power Trust on behalf of the community.

In 1998 a dacision was made by Parliament that power companies could not
be generators and own distribution lines and divestment was required.
Central Electric Limited was both a power generator and a lines company

and therefore had to divest Itself of slther its lines or generation business.

Central Electric Limited decided to sell its lines business unit to Dunedin
Electricity (now Aurora Energy Limlted) which is a company owned by
Dunedin Clty Council. The retall business unit of Gentral Electric Limited was

sold to TrustPowear as was the name “Central Electric”.
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14,

15.

The generation business unit assets of Central Electric Limited were retained
and the company was renamed as Pionaer Generatlon Limited. As a result
of these reforms, Pioneer Generation Limited is a power generating company

and it has no retail customers,

Prior to eleciricity reforms in 1993, Ceniral Eleciric Limited had exclusive
rights, by statue, to supply electricity to a geographleal area covering Millers
Flat, Omakau, Makarora, Wanaka, Queenstown and Milford Sound. Under
previous legislation Power Boards were granted a defined geographical area
in which they generated and supplied electricity. That area remains the area

of most interest for Pioneer Generation now.

Ownership

16.

i7.

18.

19.

The shares In Pioneer Generation Limited are held by the Central Lakes
Trust. The Central Lakes Trust is the successor to the Otago Central Electric
Power Trust which { described earlier. 1t was recessary to establish a new
trust, because as a result of the elsctricity reforms, the Otago Central Electric

Powser Trust was left without direct heneficiaries.

The assets of Central Lakes Trust are! Pioneer Generation Limited, plus the
proceeds of the sale of lis former lines business and retall business units,
Central Lakes Trust fs the only sharsholder in Pioneer Generation Limlited,
and the bensficlaries of the Central Lakes Trust are the rate payers living In

the geographical area | desctibed earller,

Central Lakes Trust distributes the Income which it generates from all of its
assets, primarily the returns provided by Ploneer Generation Limited, into the
community. Typically the Trust distributes approximately $6 million into

community projects each year.

Central Lakes Trust appoints all of the directors of Pioneer Generation

Limited. Membership of the trust itself is subject to triennial elections. There
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20,

are six trustees. Each of the trustees are entitled o serve a maximum of

three terms, after which they are no longer eligitle for appoiniment.

Having made the point that Pionesr Generation Limited is community owned,
the mandate which it received from the Trust requires itto actas a
responsible commercial enterprise and to seek approprlate returns from its

capital.

Pioneer Generation Limited’s present assets

21,

22.

Ploniear Generation Is a relatively small distributed or embedded generator of
sleotticity based in Alexandra (It owns and operates 12 small }Sower stailons
which, hecause of thelr small size, are not required to sell their electricity to

the electricity market which is operated by Transpower.
Pioneer has 12 power small hydro generation power stations. They are:

(a) The Teviot River scheme which Incorperates the Onslow dam (with the
Onslow storage lake), a dam at Horseshoe Bend, the Horseshoe Bend
power statlon, the Marslin dam, the Michelle power station, the Head
Pond, the George power station and the Teviot Bridge and the Ellis
power stations. We are presently building a 2 megawatt power station
called Kowhai, which is between the Marslin Dam and the Head Pond
on the Teviot River. The Kowhai statlon will be completed in about May
2010.

(b) The Fraser Dam and Fraser River power station.

(6) Two small power stations called the Upper Roaring Meg and Lower
Roating Meg in the Kawarau Gorge.

(d) Atthe Wye Creek scheme there is small intake weir, with a single
power station situated adjacent to SHE between Frankton and
Kingston.

(e) The other power stations are located at Glenorchy, Monowai and Falls
Dam, near St Bathans.
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23.

24,

25,

26.

27.

All of Pioneer Generation’s power schemes at the present time are hydro-
electtlc ones, although It is currently building a small wind farm at Horseshoe
Bend (three turblnes of 750 kilowatts each) which Is due to be commissioned

in 2009.

The currently consented generating capacity of all of Pioneer Generation's
power generating power assets is 32 megawatts. Once the Kowhal power
statlon, and the wind turbines at Horseshoe Bend are operative, the power

generation capacity will be about 36.5 megawatis.

The power which Is generated by Pioneer Generation is fed directly into the
jocal distribution network. The Central Otago network Is owned by Aurora
Energy Ltd, Power generated at Monowai Is fed into PowerNet network and
the Falls Dam production is fed Into the OtagoNet distribution network. The
distribution network company is effectively a “frucking” system meaning that it
transports power from the generators to the retailers customers. In a retail
sense the power generated by Pioneer Gensration Is mostly sold by

TrustPower.

The majotity of Pioneer Generation’s power is sold into the local distribution
network, not fnto the national grid. So long as any power station produces
less than 10 megawaltts of power it Is not required to bid its generation Into

the electricity market opsrated by Transpower.

Qccasionally there are times when Ploneer's generation exceeds the load on
the local distribution network. On thoss few occasions It [s fed into the
national grid at Clyde, but there is a price disincentive for Ploneer Generation
created by the Transpower pricing methodology. Ploneer Is charged
substantial fees for using the Transpower network, which makes it a cost

disincentive.
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28.

29.

30.

About 95% of the time all our generation is fed into the local distribution
networks. The Teviot scheme output Is Injected Into a substation, owned by

Aurora Energy Lid, adjacent to the lower Teviot river stations,

Wye Creek generatlon Is fed Into the Frankton substation (near
Queenstown). Glenorchy is supplied into the local 11kV network and
distributed In the Glenorchy region. The Roaring Meg statlons generation
goes Into Aurora Energy substation in Cromwell. The Falls Dam energy Is fed
into the OtagoNet 33kV network at Ranfurly and Monowai goes into the

PowerNet network.

Of all of these stations it is only Teviot generation which has the occasional
need to be fed Into the natlonal grid. The rest of our generation is embedded
and does not enter the national grid as the stations are all generating at

levels well below the local load demand.

The Nevis

31,

32.

Pioneer Generation Limited considers the Nevis River an attractive
development propositlon because the river has rellable flows and a good
operating head (i.e. a fall over distance which allows energy fo be developed

by the drop from point A to point B).

An overview map of the Nevis River is attachment 1. The poinis marked A,
B, C, and D on that map and the corresponding grid references in the
accompanying table Indicate the locations referred to in the 1897 water
conservation order. Polnt C marks the headwaters of the river, point D
marks the upper limit of any inundation that could oceur under the 1897
order, point B marks Nevis Crossing, and point A Is where the Nevis River

mests the Kawarau River.
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33,

34.

35,

36.

37.

In general, when | and Pioneer’s other witnesses refer to the Upper Nevis,
we mean the section of the River and the valley from around the Whitten
Creek area to the headwaters at point G. When we refer to the lower Nevis,
we mean the area from around Schoolhouse Flat, above the confluence with
Schoolhouse Creek, downstream to a short distance below Nevis Crossing.
When wae refer to the Gorge, we are referring to an area that starts some
distance below Nevis Crossing, where the river becomes difficult to access
and descends steeply down to where It ends at its confluence with the

Kawarau River at point C.

The possibility of using the Nevis River has been considered by Pioneer
Generation, or its predecessors, since the late 1960's. It was the difficuitles
with transmission Issues and unfaveurable economics of generating power
on the river that prevented a viable scheme from being proposed for

consideration earlier.

Options for possible developmeant of the Nevis River became attractive when
power prices Increased faster than the construction costs, and transimission

optiens opened up with changes in leglslation.

Other activities which have made the generation of powsr on the Nevis
potentially attractive are technologlcal changes. As Mr Mulvihill will explain,
all of the options for power generation on the Nevis River involve tunnelling
into the adjacent hillside. The improvement and techniques for tunnelling,
have reduced the cost. Generating plant techniology has also been

Impreving over fime Increasing performance and reducing costs.

Having made the point that the Nevis River is an attractive option for
electricity generation, Ploneser Generation has no present plans to establish a
powet system on the Nevis River and is not yet in a position to make an

application for resource consent to do so. From the 1960’s Pioneer (and its
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38.

39.

40.

predecessors) considered a number of options but they have never got
beyond a conceptual stage. Ploneer Generation Is interested In pursuing
options for potential development on the Nevis River, but It has not chosen
one option over any other option; nor has it made a commercial decision to
attempt to proceed with a hydro scheme. Ploneer Generation's Interest In
the Nevis River Is to seek to develop a hydro generation scheme in the
future. The company does not want to see options for the future
development of hydro generation precluded; but it accepls that any
application will need o pass very stringent environmental tests, and potential

opposition before it might succeed.

For completeness | need to add that Ploneer owns the leasehold of two farm
properties on the banks of the Nevis River, Ben Nevls and Craig Roy. The
company has had a financial interest in both properties since 1992 and
purchased both leases in 1997, Cralg Roy is leased back to its otiginal

owner. Ben Nevis s leased to a local farmet.

Both stations are Grown leases and they are currently subject to tenure
review. A Draft Preliminary Proposal was slgned by Pioneer Generation
aboutf two years ago. This proposal Is currently with the Minister of Lands
for consideration and approval prior to being advertised for public

submissions.

Nelther farm property is a profitable leasing proposition for Pfo'neer.. A rental
return Is obtalned, but does not represent a commetcial return on capital
invested. Ploneer's core business Is power generation, not farming. But
both stations do provide access 1o suitable land, and development sites, for

lovating any future powet scheme.
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Power Generation Options

41,

42,

43,

Mr Mulvihill will describe the options which may be avallable for power
generation on the Nevis. Two broad options are concelvable at this stage.
One of them is a small head pond, which might lead to a stafion capable of
producing between 33 and 45MW megawaits (MW). [n this option the
proposal would essentlally be run of river, because there would be no

storage lake.

Another option is for a 45 megawatt station with peaking capacity which

waould need a storags lake.

There are a number of obvlous restrigtions or constraints on the ability to
develap either scheme, Aside from the need fo be able to convince Ploneer
Generation’s Board that any project Is financially viable, there are a number

of other issues as follows:

{a) Resldual Flows. Pioneer accepts that it would be appropriate In any
resource consent to make sure that there are adequate residual flows
maintained in the Nevis River on the downstrearn side of any water
take. Any consent conditions, and particularly those relating to the
residual flow In the Nevis River, could make sither of the options
uneconomic. Itis an unfortunate consequence of hydroelectric power
that they are long-term projects; essentfally they become multi-
generational and do not really provide a sustalnable retun on
Investment until many years after the construction costs have been
incurred. At its simplest, even if the company commits to the capital
costs, the conditlons of any consent may render the process completely

uneconomic.

(h) Transmission lssues. No matter which option Is chosen, Ploneer

Generation needs to be able to transmit the electricity to a market
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44.

45,

(¢}

place. Atthe moment there are two broad options. One Is to supply
into the existing Transpower Cromwelt to Frankton 110kV line. The
other option is to follow the Nevis River downstream to join into the
Aurora Energy network in the Gibbston Valley and then transmit

either/or back into Quesnstown and/or Cromwell.

No decision has been made as to which alternative might be preferred,
as the sconomics of each optlon need to be judged on the relative
pricing regimes in place at the time in which the scheme is proposed to

go ahead.

Other Consent Conditions. An obvious constraint if Ploneer was to
apply for consent for the peaking option project, with a bigger
impoundment, is the operating range of the proposed lake, or lack of it.
In any large storage reservolr there Is a drawdown from the maximurn
operating level in order to generate power, It might not be viable, or
consentable, to expect to create an impoundment with a large
drawdown leaving substantial areas of exposed ground uncovered by

water from time {o tims.

At this stage the economic, and other conditions, lean towards a run of the

Hver power station with a small impoundment, not much more than a head

pond, with a tunnel and power station.

While present conditions favour a run of the Hver scheme as current
electricity demands do hot have a premium for peak energy, this may change
In the future. The Water Conservation Order as it stands allows for a peaking
option to be developed If future generations decide that the need for peak
energy Js greater than other values associated with the region. The Water
Conselvation Order as it stands allows future generations to make this

cholce.
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The destination of any power

46.

47.

48,

Electrical energy s freely interchangeahle and shott lived. 1t s not possible
to definitively track the path of the electrically once jt is generated, or to say
categorically where It goes, once It is put into a network. How slectrically
passes through the varlous nodes connecting the grid and goes from one
place to another, is referred toas a participation factor L.e. how much

generation from one plant or another has reached a load destination.

In this case, however, | consider that most of the power that would be
generated from a station in the Nevis River is destined for Central Otago and
the Southern Lakes reglon; Queenstown, Cromwell and to other centres In
Central Otago. 1can make that statement because the power would go via
the Aurora Energy Lines, or through a spur line on the Transpower grid to
Queenstown, because we can actually make connections in a way that

ensures that oulcoma.

Secirity of supply Is a difficult issue for all power generation. At the present
moment Queenstown, as an example, is serviced by a double circult 110kV
spur line from Cromwell to Frankton. Queenstown is at the end of the line.
There are no backup supplles to Queenstown in the event that thereis a
major faflure of the line from Gromwell. . The electriclty systems works on an
N-1 (normal minus one) system; so that it Is designed with a fail safe. [fone
method of power supply fails the system can nevertheless continue to supply
load. Queenstown has two circuits supplying It from Cromwell but they are
hoth on the same transmission towers, A fallure of a tower or series of towers
would leave Queenstown without supply. While events of this type are very
rare the Cromwell to Frankton lines cross some rugged and exposed country

which leaves the line vulnsrable to major earthquake and weather events.
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49. If Ploneer Generation creates a hydro elecitic power scheme on the Nevis
River, and connects Into the Aurora network, there would ba two points of

supply into Queenstown.

50. Queenstown has a growing demand for electriclty, It has base load of
between 35-40MW and a peak demand closer to 80MW. The base load of

35-40MW is similar to Gore which has three polints of supply.

Coniclusion

51, Ploneer Generation accepts that the existing Water Conservation Grder is
appropriate and acknowledges that it will take a substantial effort to obtain
approptiate resource consents. Having made that point Pioneer does not
seek to lessen the terms of the order, or to revoke the restrictions it has.

They were accepted as being appropriate in 1997 and nothing has changed.

P. J. Dowling

6 May 2009
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