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Fuel Consumed compared with KWh Generated 
over 7 years
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The Minister for Finance formed an Electricity Working Group in May 2013 to examine various matters relating 
to electricity supply and pricing.  Five of the EWG members are Photovoltaic (PV) owners either on Norfolk 
Island or elsewhere. Non PV households are also represented on the EWG. 
 
Over the last six to seven months the EWG has been meeting monthly as well as working separately on research 
tasks. A key focus has been on electricity pricing. The EWG examined various models of pricing – including flat 
fees and variable fees. They looked at the costs of supply, the costs of replacing aging infrastructure, the cost of 
reticulation, the costs of administrative and staff support and the services provided to the community.  
 
The EWG considered what sorts of properties / businesses / households are connected, whether possible pricing 
options are regressive (ie they impact on lower income households more) or progressive (ie impact on higher 
income households more), the price of diesel, the effects of inflation and the possible costs of battery storage. 
The amount of additional revenue required for infrastructure replacement was examined including funding 
under grant programs. Pricing rules set by the Australian Energy Market Commission (AEMC) in relation to the 
National Energy Market (NEM) were looked at. While the NEM does not translate well to the small Norfolk 
environment some of the principles of costing electricity are valid – ie price setting should allow for: 
 
• Purchase/production costs • Energy losses  
• Distribution costs • Environmental factors  
• Infrastructure needs • Return on investment for research and development 
 
The AEMC also determined that energy price setters should be: 
• Forward-looking in approach;  
• Reflect, and be responsive to, the current demand/supply balance; and 
• Include a time dimension. 
 
http://www.aemc.gov.au/media/docs/Final-Report-c2a41b8c-6080-4ac8-83ba-7dd1bd2b528c-0.pdf  
 
The reduction of approximately 34% in diesel generated electricity on Norfolk over the last seven years as 
shown in chart 1 and table 1 is estimated to be due to a number of factors. 
 

These include: 
• Reduction in island population by approx 6%,  
• Lower visitor numbers and  
• The installation of approx 1.4MW of distributed 

PV supply (solar panels) 
 
Chart 1 (left) – the drop in KwH  
generated and accompanying fuel  
reduction since 2006  
– source powerhouse data 
 
Table 1 (right) the same information 
in table format, variation in diesel 
generated power from 2006 
– source powerhouse data 
 
It is clear that PV supply plays a crucial role by 
reducing the amount of diesel required to support the 
electricity network.  It is estimated half the reduction in 
fuel use is due to PV production. 
However this is not the whole picture 

2006/07 100% 
2007/08 102% 
2008/09 96% 
2009/10 84% 
2010/11 78% 
2011/12 71% 
2012/13 66% 
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Where every $100 from 
Electricity sales goes Return to NIA / Govt

(dividend)

Network customer
service (meter reading
and service calls)
Retail customer
service (accounts
issue and admin)
Network (poles and
wires)

Making electricity
(diesel and
powerhouse costs)
Total currently spent
for every $100 earned

Comparison of potential/actual revenue over 7 years 
showing that the gap in realisable revenue has increased 10 fold 

since the introduction of PV power 
(orange columns below line)
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Legend: KwH = kilowatt hour or 1,000 watts per hour (units)

Estimated Cost of Fuel based on
Litres consumed and average cost per
Litre 

Actual fuel costs - may shift between
financial years

Maximum potential revenue from KwH
generated 

Actual revenue - KwH sales.

Difference between potential and
actual revenue from sale of KwH from
diesel (displayed as a negative for
comparison purposes)

Difference between cost of fuel and
proceeds of sale of KwH (displayed as
a negative for comparison purposes)

Other costs of production (displayed
as a negative for comparison with
balance remaining after paying for fuel)

Distributing PV power relies on a live electricity network that is safe, stable and well maintained.  PV 
households also want to access power from the live network when it is dark.  With landed fuel price rises of an 
average 22% per annum over the last 14 years (313% since 1999), the costs of accessing and distributing this 
supply are not currently being effectively met, with 87% of income going to fuel and associated powerhouse 
costs and as little as 10% spent on network and infrastructure.  
This is very similar to other Pacific Islands but contrasts markedly with the situation in mainland Australia 
where only 20% is spent on energy generation and over 50% of income is spent on network supply including 
infrastructure. 
 
Chart 2 – A pictorial representation showing where funds from your Norfolk Island 
electricity invoice are spent in relation to electricity  

–Source 
Administration 
Finance data for 
electricity invoices 
and funds spent by 
category in 12/13.   
 
 
 
 
Chart 3 (right) – a 
pamphlet issued by 
the Commonwealth 
in 2011/12  
 
 
 

 
The lack of funds to spend on network and infrastructure has 
serious consequences for the security of Norfolk Island’s future supply.  
 
The current electricity generators are at the end of their working life, there is no “fat” in the budget and no 
dividend to Government to help pay for replacements. The most recent increase in fuel prices alone (which has 
not yet been passed on to consumers) causes a shortfall of 3 cents per KwH or $154,000 pa.  
In common with many other jurisdictions there is an increasing expectation that some of the costs of network 
connection and distribution should be borne by PV owners who are more typically better off than non PV 
owners.  
There has also been public concern over the erosion of revenue to the Administration from the effect of meters 
running backwards when PV power is fed into the grid.  
 
Chart 4 –Diminishing revenue and reduction between the costs of 
creating electricity and the revenue raised from electricity sales.  
Sources: previous annual reports, paper “Matters contributing to the 
Price of Electricity on Norfolk Island” January 2011 and 
Administration Finance data 
 
Note: This chart shows a small “surplus” this year while Chart 2 (above 
left) showed we spent $3 more than we raised for each $100 in electricity 
sales in 12/13. The difference is mainly due to “other costs of production” 
including grant money to pay for poles and the inclusion of the 
Administrative costs of collecting the revenue in Chart 2. 
 
In summary – it is time to revamp the amount and 
methods used to collect revenue 
It is time to ensure that a portion of the funds collected 
remain quarantined for electricity infrastructure 
replacement. 


