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1.0 REGULATORY REQUIREMENT 
1.1 The Information Disclosure Requirements 2004 (Sections 22 & 23) gazetted by the 

NZ Commerce Commission require electricity line businesses to annually disclose: 
 existing pricing policies and methodologies  
 key components of revenue required to cover the costs and profits, (including 

transmission costs), of the line owners business activities  
 consumer groups used in the calculation of line prices and charges 
 the method of allocating costs and revenues amongst consumer groups 
 the method by which the a line owner determines the proportion of fixed and 

variable charges. 
 

2.0 FINANCIAL INFORMATION 
2.1 This pricing methodology disclosure is based on financial information drawn from 

NTL's line business budget and financial forecasts for the year ending 31 March 
2010.  These costs have been separated from NTL’s other non line business activities 
in accordance with the Electricity Information Disclosure Handbook 2004 (as 
amended to 31 October 2008). 

 

2.2 The forecast financial information provides the transmission, operating, 
maintenance, depreciation and overhead cost data used in determining NTL’s line 
business annual revenue requirement.  

 

2.3 The cost of capital for the network is calculated using NTL’s estimate of WACC and 
the ODV valuation of systems assets as at 31 March 2004.  The later is updated for 
capital expenditure and depreciation for the intervening period to 31 March 2009. 

 

3.0 NETWORK TASMAN PRICING PRINCIPLES 
3.1 NTL’s pricing methodology reflects the pricing principles incorporated within the 

company’s Statement of Corporate Intent, agreed annually between the Company 
and its shareholder, the Network Tasman Trust.  All the shares in NTL are held by 
the Network Tasman Trust on behalf of the consumer beneficiaries, who elect the 
Trustees.  

 

3.2 NTL’s pricing principles stated in the SCI are : 
 A fair and reasonable rate of return to shareholders (measured on a pre-tax, 

pre discount basis) will be recovered 
 The cost of capital, measured on a pre tax, pre discount basis, will be 

reasonably allocated to, and recovered from, each group of consumers 
 Direct and indirect distribution costs and depreciation will be reasonably 

allocated to, and recovered from, each group of consumers  
 Transmission costs will be allocated and recovered in a manner that 

reasonably reflects how these costs are incurred by each group of consumers  
 Appropriate economic signals will be given to consumers relating to their 

use of the distribution and transmission systems 
 Regulatory and public policy requirements imposed by Government, the 

Commerce Commission and the Electricity Commission will be 
accommodated within network pricing as required 
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 Pricing will be simple to understand, implement and administer 
 Pricing will retain a reasonable level of uniformity amongst like consumers 

across NTL’s regional areas. 
 Pricing will provide certainty and medium term stability for consumers and 

retailers.  The distribution component of pricing will be changed at most 
once in any 12 month period and the transmission component may be altered 
whenever changes to transmission charges are made by Transpower. 

 

3.3 Where any of these objectives conflict, Network Tasman Directors will exercise their 
judgement to achieve an acceptable trade off between the conflicting items. 

 

4.0 LINE CHARGE DERIVATION 
4.1 Line charges are the sum of distribution charges and transmission charges.  Each 

component has different underlying cost drivers and so distribution and transmission 
pricing components are derived separately as described in the following sections.  

 

5.0 DISTRIBUTION SERVICES 
5.1 The derivation of distribution charges links costs to prices by allocating costs to load 

groups and then calculating tariffs for those load groups.  The stages involve: 
1. Determination of the Overall Distribution Revenue Requirement  
2. Identification of Load Groups 
3. Allocation of Distribution Costs to Load Groups 
4. Derivation of Distribution Prices and Revenues for Load Groups 

 

6.0 NTL DISTRIBUTION REVENUE REQUIREMENT 
6.1 The revenue requirement for a the distribution network is the sum of: 

 operating & maintenance costs 
 overhead costs  
 return of capital employed (depreciation) 
 return on capital employed (WACC) 

 

6.2 Network Tasman Ltd’s distribution costs are accumulated into the following 
classifications: 

 Direct Network Costs: 
o operations and maintenance costs and direct overheads 

 Network Overhead & Administration costs 
 Depreciation (return of capital): 

o based on ODV rates for network assets  
o financial reporting rates used for non systems assets 

 Return on capital/assets employed  
o WACC applied to NTL’s line business asset base valued at ODV 

 

6.3 The allowable return on capital is represented by the weighted average cost of capital 
(WACC) for the distribution business and covers the cost of debt (interest costs) and 
the cost of equity finance.  It is obtained by multiplying the pre-tax cost of capital by 
the system and non-system asset values allocated to each load group.  Systems assets 
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are valued at ODV (excluding indexed revaluation gains) and non system asset 
values are based on their accounting book values. 

 

6.4 The cost of capital (WACC) is derived using the Capital Asset Pricing Model.  For 
the financial year commencing 1 April 2009 NTL used the following inputs: 
 5 year government stock rate to estimate the risk free rate at 4.50% 
 Target capital structure of 40% debt to total assets 
 Cost of debt 8.5% 
 Asset beta of 0.40 as the measure of the line business systematic risk 
 post tax market risk premium for equity of 7.5% 
 corporate tax rate of 30.0% 

 

Based on these inputs NTL has calculated a pre tax cost of capital of 10.4% or a post 
tax WACC of 7.3% for the assets of NTL’s line business 

 

6.5 The sum of the costs listed in 6.2 above equate to the line business’s total 
distribution revenue requirement.  Information on NTL’s 2009-10 distribution 
revenue requirement by cost classification and load group can be viewed in 
Appendix A. 

 

7.0 LOAD GROUPS 
7.1 NTL’s distribution revenue requirement is allocated to consumer load groups and  

distribution charges are derived for ICP’s (Installation Control Points) within 
consumer load groups. 

  

7.2  The allocation of ICP’s to load groups is determined according to the: 
 maximum capacity/demand an ICP can place on the network and 
 use/reliance by an ICP on particular segments of the network  

  

Consumer ICP’s are classified to load groups as follows: 
Consumer 

Group 

Network Segment Used Maximum capacity requirement 

Group 1 General 400V / 11 /33kV Fused <= 15 kVA 

Group 2 General 400V / 11 /33kV Fused > 15 & < 150 kVA 

Group 3 Limited 400V and 11 / 33kV AMD>150kVA+ hhr metering 

Group 6 Dedicated & Semi dedicated 

network, limited 11kV and  

33 kV  

>= 2000 kVA + hhr metering 

 

 
 

  Explanation: 
 400V/11/33kV refers to the voltage level at which the consumer takes supply 

and indicates the components of the network the consumer uses. 
 The kVA indicates the consumers potential anytime maximum demand (AMD) 

and is measured by either the size of the ICP fuse installed or from historical 
half hourly (hhr) meter data. 

 Dedicated consumers are those utilising dedicated or semi dedicated feeders and 
network assets at voltages equal to or greater than 11kV. 
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7.3 Government policy and SCI requirements encourage Network Tasman to treat loads 
on rural spurs largely the same as those on the urban meshed parts of the network.  
Consequently load groups, and therefore distribution charges, are not differentiated 
across geographical areas.  

 

7.4 Load group statistics used to allocate costs and calculate prices are presented in 
Appendix A. 

 

8.0 ALLOCATION OF NETWORK COSTS TO LOAD GROUPS 
8.1 Direct Network Costs, Depreciation and Capital Costs  

Direct network costs, depreciation and capital costs are assigned to the network 
asset categories as shown in Figure 3.1 below.  These network costs are then 
accumulated into those associated with the upper & lower segments of the network 
as shown in Figure 3.2.   

 

8.2 Using the Figure 3.3 formulae, the network costs accumulated to the upper network 
segments are apportioned to each load group on the basis of coincident maximum 
demand (CMD), calculated on a 3 year rolling average basis. 

 

8.3 A key difference between the treatment of the upper and lower network cost 
components is that no lower network costs are allocated to load Group 6, as this 
group relies solely on upper network assets for its supply.  

 

8.4 While the lower network cost component for 11kV lines is allocated between Groups 
1, 2 & 3 based on relative CMD’s, allocations for the 400V cost components are 
modified to reflect Group 3’s minimal reliance on these assets.  

 FIGURE 3.1  ALLOCATION OF DIRECT COSTS TO COMPONENTS OF THE NETWORK 

NETWORK COMPONENT DIRECT 

NETWORK  

COSTS 

DEPRECIATION RETURN ON 

ASSETS 

TOTAL 

DIRECT COST 

ALLOCATION 

General 400V lines a1 b1 r1 c1 

Distribution transformers a2 b2 r2 c2 

General 11 kV lines a3 b3 r3 c3 

Dedicated 11 kV lines a4 b4 r4 c4 

Sub transmission. lines and zone subs. a5 b5 r5 c5 

Dedicated networks a6 b6 r6 c6 

TOTALS a b r c 

 FIGURE 3.2  NETWORK UPPER AND LOWER NETWORKS 

NETWORK COMPONENT TDC  BY 

COMPONENT 

UPPER 

NETWORK 

ALLOCATION 

LOWER 

NETWORK 

ALLOCATION 

General 400V lines c1 d1 e1 

Distribution transformers c2 d2 e2 

General 11 kV lines c3 d3 e3 

Dedicated 11 kV lines c4 d4 e4 

Sub transmission. lines and zone subs  c5 d5 e5 

Dedicated networks c6 d6 e6 

TOTALS c d e 
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 Note : d1& d2 =0 and e5,& e6 =0 

     FIGURE 3.3  ALLOCATION OF DIRECT  NETWORK COSTS  TO LOAD GROUPS  

Load 

Group 

Supply 

Voltage 

V 

Coincident 

Demand 

MVA

Accumulated 

Formula 

MVA

Cost Allocation 

Formula 

Total Direct Cost 

Allocation  

By Group

(1) 400V Gen < = 15 kVA 230/400 M1 A1 (M1/A6*d)+(M1^/A3*e) TDC 1 

(2) 400V Gen > 15&<150kVA 400 M2 A2 (M2/A6*d)+(M2^/A3*e)  TDC 2 

(3) 400V  & 11kV > 150 kVA 400/11,00O M3 A3 (M3/A6*d)+(M3^/A3*e)  TDC 3 

(6) Ded. Network Over 11000  M6 A6 (M6/A6*d) TDC 6 

 Note:  A1 = M1,A2 = M1+M2,A3=M1+M2+M3 etc. 

 M1^, M2^, M3^ are CMD’s adjusted to reflect G3 minimal use of the 400V lower network assets  
 

8.5 Allocation of General Overhead and Indirect Costs 
Management estimates are used to allocate the overhead and indirect costs to Group 
6 & bulk supply consumers. 

 

The remaining overhead and indirect costs are allocated to load Groups 1,2 & 3 in 
proportion to their relative shares of installed capacity.  

 

FIGURE 3.4  LOAD GROUP REVENUE REQUIREMENT 

Load 

Group 

Supply 

Voltage 

 

Total Direct Cost 

Allocation 

Total General  

Overhead  

Allocation

Total Revenue  

Requirement 

Allocation 

(1) 400V Gen < = 15 kVA 230/400 TDC 1 OH1 TR1 = TDC 1+OH1 

(2) 400V Gen > 15  & < 150 kVA 400 TDC 2 OH2 TR2 = TDC 2+OH2 

(3) 400V &11kV > 150 kVA 400/11000 TDC 3 OH3 TR3 = TDC 3+OH3 

(6) Ded. Network Over 11000  TDC 6 OH6 TR6 = TDC 6+OH6 

 

9.0 DERIVATION OF DISTRIBUTION TARIFFS. 
9.1 General: The TRi totals from figure 3.4 identify the revenue requirement for each 

load group recoverable through distribution tariffs.  Revenue is recovered using  
"fixed" and "variable" tariff components.  Fixed tariffs are either daily charges 
(expressed as cents/day) or capacity/demand based tariffs (expressed as 
cents/kVA/day).  Variable tariffs are based on consumption or usage (expressed as 
cents/kWh). 

 

9.2 Determining the proportion of fixed and variable charges 
(a) NTL must strike a balance between the conflicting demands of:  

 economic rationale  
 government policy and regulatory requirements 
 electricity retailers desire for simplicity and predictability 
 the expectations of different electricity consumers  

(b) Economic theory encourages the use of cost reflective pricing.  Regionally 
differentiated pricing associated with customers peak network demands would 
result.  This supports economic efficiency by reflecting the fixed nature of the line 
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business cost structures and the sunk nature of its asset based costs.  The 
government owned grid operator Transpower operates a pricing methodology 
along these lines.  

 

Government policy and regulations however compel distributors to provide low 
fixed charge tariffs to lower use domestic consumers and to ensure rural and 
urban pricing structures remain closely aligned.  

 

NTL also acknowledges some consumers and environmental groups oppose high 
fixed charge structures and expect a significant element of their charges to vary 
with consumption so some influence can be exerted over their electricity bills.  
These views tend to conflict with the preferences of many high use business 
consumers who consider capacity based charges more fairly reflect costs of 
supply and reward high load factor consumers for efficient use of network assets. 
 

(c) Consequentially NTL distribution pricing is structured such that: 
 Group 1 (both small business and residential) fixed charges are set at 15 

cents per day to meet government regulatory requirements.  As a 
consequence Group 1 pricing no longer reasonably reflects the fixed costs 
of supply to poor load factor or remotely located consumers in this group. 

 Groups 2 & 3 contain larger, higher load factor business consumers so 
greater reliance is placed on fixed capacity based pricing (sometimes 
facilitated by time of use metering) 

 Group 6 consumers have fully fixed charges to reflect the high levels of 
asset dedication associated with their supply.  

 There is no tariff differentiation between regional areas and consequently 
the revenue recovered in rural areas does always fully reflect the cost of 
supply to those areas. 

 There is no differentiation of tariffs (fixed or variable) based on consumers 
end use of electricity (ie between business or domestic).  

 

(d) For load Group 1 there is a single fixed charge expressed as a "cents per day" 
charge because all consumers in this Group have the same fuse capacity limiting 
their maximum demands on the network to 15 kVA. 

 

(e) Group 2 fixed charge is expressed as  "dollars per kVA of anytime maximum 
demand" and is applied to the range of fuse capacities (measured from 20 to 150 
kVA) limiting the maximum demands of consumers within in this group.  

 

(f) For load Group 3 the fixed charge is expressed as: 
(i) "dollars per AMD" and  
(ii) "dollars per Winter RCPD demand" The winter demand is the 

customers average demand measured coincident against the top 12 
regional coincident peak demands (RCPD) on Transpower’s 
transmission system in the upper South Island.  

  

(g) Variable line charges are expressed as "cents per kWh".  The cents per unit charge 
varies across tariffs, depending on the time of use profile or the level of load 
intruptability the consumer commits to in advance. 

 

(h) The revenue requirement for each group, (TR1 to TR6 in Figure 3.4) may exceed 
what that group is currently paying.  For some groups full recovery is 
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unobtainable if NTL is to continue operating within the constraints imposed by 
the NZ Commerce Commission’s regulatory price pathway.  This is particularly 
notable for network segments where customer density is low and also where load 
factor is poor.  Consequently Network Tasman is left to choose between 
deliberately breaching the price pathway or accepting a shortfall of actual 
distribution revenue over total allowable revenue.  To date NTL has accepted the 
latter.  

 
10.0 DERIVATION OF DISTRIBUTION PRICES – Load Group 1. 

10.1 Total Group 1 distribution revenue requirement "TR1" is split between that part to be 
recovered by a fixed charge (FC1), and that part to be recovered by a variable charge 
(VC1).  

 

10.2 The annual fixed charge for all ICPs is set at $55 or 15 cents/day simply to met 
Government low user regulatory requirements in a manner that minimises NTL’s 
transaction costs.  This fixed charge FC1 is recovered from all consumers with no 
account being taken of geographical area or whether they are business or residential 
consumers. 

 

10.3 The total variable charge VC1 recovers the residual revenue from TR1 and tariff 
rates are determined by dividing by the number of units consumed by Group 1, after 
establishing a set of relative weightings between the tariff types on offer. 

 

10.4 The relative weights reflect the relative costs of providing network services at "peak" 
versus "off peak" times.  The weighting provides a signal for consumers to shift 
consumption "off peak" and to permit their supply to be interrupted by NTL load 
control devices.  The weights are allocated by management using among other 
factors the historic relative differences between unit charges. 

 

 Example 1. 
 Consider a load group with the following fictitious consumption details: 
 
 Total Group 1 Cost TR1   $10,550,000 
  Number of  ICPs    30,000 
    -    
 
 Tariff  Allocated  Units 
   Weight   Consumed 
 A  100%    38 GWh     
 B   65%   128 GWh     
 C   29%     53 GWh  
 D   24%     25 GWh 

 
 Total to be recovered by fixed charges  
 FA1  FC per annum   = $55.00 pa or  15.0 cents /day 
 FC1    = 30,000*55 
     = $1,650,000 
 
 
 Total $ to be recovered from variable charges 
     = $10,550,000 – $1,650,000 
     = $8,900,000 
 
 Line Charge Tariff A   =  $8,900,000 / (38GWh+128 * 0.65+53 * 0.29+25*0.24)  
     = $0.0624 per kWh of A metered consumption 
‘ 
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 Line Charge Tariff B  =   $0.0624 * 0.65 
     = $0.0406 per kWh of B metered consumption 
 
 Line Charge Tariff C  =  $0.0624 * 0.29 
     = $0.0181 per kWh of C metered consumption 
 
 Line Charge Tariff D  =  $0.0624 * 0.24 
     = $0.015 per kWh of D metered consumption 

 
11.0 DERIVATION OF DISTRIBUTION PRICES - Load Group 2. 

11.1 The Group 2 distribution revenue requirement TR2 is split between that to be 
recovered by a fixed charge (FC2), and that to be recovered by a variable charge 
(VC2).  

 

11.2 Each ICP in Group 2 has an Anytime Maximum Demand (AMD between 20 and 150 
kVA) based on installed supply fuse sizes and expressed in kVA. 

 

11.3 The total fixed charge revenue (FC2) is divided by the sum of all AMDs in the group 
to give a tariff expressed in dollars per kVA per annum.  This rate is the same for all 
consumers within the group with no account being taken of geographical area.  

 

11.4 The dollar per kVA tariff is multiplied by the individual ICP's AMD, to give a 
"demand charge" per year.  This is divided by 365 and billed on a daily basis. 

 

11.5 The total variable charge (VC2) recovers the residual revenue of TR2 with tariff 
rates determined by dividing by the number of units consumed by load group two, 
after establishing the relative weighting between the tariffs.  This weighting uses the 
same rationale outlined for Group 1.  

 

   Example 2. 
   Consider a fictitious load group with the following profile: 
 
   Consumer  AMD (kVA) 
    x  75 
    y 100 
    z 110 
    ......... ................. 
    Total  90,000 kVA 

 
   Total Group Cost TR2  $3,275,000 
   Total Fixed Charge FC2 = 40% $1,310,000 
   Total Variable Charge VC2  $1,965,000 
          
   AMD Tariff  = $1,310,000 / 90,000 
      = $14.56  per kVA pa. 

 
    Consumer "x" AMD Charge per day = (14.56 * 75) / 365 
         = $3.00 per day 
    (The Variable charge per tariff is calculated in the same manner as Example 1) 
 
 

12.0 DERIVATION OF DISTRIBUTION PRICES - Load Group 3. 
12.1 The total Group 3 distribution revenue requirement TR3 is split between that 

recoverable by a fixed charge (FC3) and that recoverable by a variable charge (VC3).  
 

12.2 At the beginning of the billing year the consumer’s AMD and Winter RCPD are 
measured directly from TOU data supplied by retailers: 
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 Winter RCPD is the average of the consumers kW load coincident with 
Transpowers 12 peak loads on USI grid for the period between 1st May and 
30th September for the previous year. 

 AMD is the consumers highest half hourly kVA at any time, in any month 
during the year.  

 

12.3 The total fixed charge revenue FC3 is divided by the sum of the AMDs and the 
Winter RCPDs after establishing the relative weighting between the anytime and 
winter demand charges.  This gives a dollar per AMD and a dollar per Winter RCPD 
kW tariff. 

 

12.4 The dollar per AMD (Winter RCPD ) tariff is multiplied by the ICP's AMD (Winter 
RCPD), to give the ICP's anytime (winter) demand charge per year.  This is divided 
by 12 and billed on a monthly basis. 

 

12.5 The total variable charge (VC3) recovers the residual revenue from TR3 not met by 
fixed charges and tariff rates are determined by dividing by the number of units 
consumed by load Group 3, and a relative weighting is established between the 
tariffs for summer day, summer night, winter day and winter night.  This weighting 
process uses the same rationale outlined for Group 1.  

 

   Example 3. 
   Consider a fictitious load group with the following profile: 
   Consumer  AMD  Winter RCPD  
          x  210    200 
       y  215    215 
        .....  .....    ...... 
    Group Total 30,000  25,000 
 
    Total Group Cost TR3  $1,500,000 
    Fixed Charge recovery %  70% 
    Total Fixed Charge FC3  $1,050,000 
    Fixed Charges Ratio Anytime to Winter   160% 
   
    WMD Tariff   = $1,050,000 / (25,000 + 1.6 * 30,000) 
        = $14.38 per kVA pa. 
 
    AMD Tariff   = $14.38 * 1.6 
        = $23.00 per kVA pa. 
 
    Consumer "x" Winter RCPD charge 
        = 200 * 14.38 / 12 
        = $240 per month 
 
    Consumer "x" AMD Charge =  10 * 23.00 / 12 
        = $403 per month 
    (The Variable charge per tariff is calculated in the same manner as Example 1) 
 
 

13.0 DERIVATION OF DISTRIBUTION PRICES - Load Group 6. 
13.1 These consumers are large enough, and few enough, to warrant individual 

calculation of line charges based on the ODRC values and direct costs associated 
with the dedicated or semi-dedicated assets used in their supply.  General overheads 
are allocated using management estimates and line charges are calculated as an 
annual fixed amount, and are billed monthly. 
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14.0 TRANSMISSION SERVICES  
14.1 Grid owner Transpower charges NTL for use of the transmission grid.  NTL recovers 

transmission costs by allocating them to consumer groups and recovering them 
through the transmission component within line charges. 

 

15.0 ALLOCATION OF TRANSMISSION COSTS. 
15.1 Transpower’s transmission charges are levied on NTL in a manner which is 

essentially fixed and unavoidable.  Transmission charges are billed by GXP and 
include the following components: 
 Connection charges (net of EVA adjustments if any) 
 Interconnection charges 
 New investment charges 
 Common quality charges (if any) 
 Loss rental rebate credits 

 

15.2 Connection costs and new investment charges at each Transpower grid exit point 
(GXP) supplying NTL are allocated between load groups on the basis of each 
group’s demand level coincident with the AMD of that GXP.  Forecast loss rental 
rebates are allocated to customer Groups 1, 2&3 on the basis of forecast consumption 
levels and are netted off total transmission costs to be recovered. 

 

15.3  Interconnection charges are allocated between load groups on the basis of each 
groups average demand level coincident with Transpower’s Upper South Island 
RCPD 12 peak chargeable half hours recorded over the winter of the previous year. 

 

15.4 The connection, new investment and interconnection costs allocated to each group 
are summed to determine the gross transmission costs to be recovered from that 
group. 

 

15.5 NTL recovers transmission costs from load Groups 1-3 via a separate transmission 
pricing schedule within overall line charges as follows: 

 

(a) Consumers are classified into the same load groups in the same way used for  
distribution pricing (see Section 7.0) 

 

(b) Transmission costs for Group 6 and Bulk Supply customers are recovered on a 
direct pass through basis (see Section 18.0).  

 
(c) The remaining transmission costs after pass through are recovered from 

Group’s 1-3 via NTL’s standard transmission pricing schedule.  
 

(d) For Groups 1-3 transmission charges are recovered on a “fixed” and “variable” 
basis using similar rationale to that used in distribution pricing.  To the extent 
possible within regulatory pricing constraints, NTL attempts to recover 
Transpowers connection and new investment costs for Groups 1 &2 through 
fixed charges and the Interconnection charges through variable charges.  

 

(e) For load Group 1 the fixed charge is expressed as a "cents per day" charge. 
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(f) For load Group 2 the fixed charge is expressed as “dollars per anytime 
maximum capacity” (AMD) measured in kVA and based on customer fuse 
size. 

 

(g) For load Group 3 the fixed charge is expressed as "dollars per kW of Winter 
RCPD” and “dollars per kVA” of AMD, and is based on data from time of use 
meters. The Winter RCPD component directly passes through Transpower’s 
interconnection charges to these consumers while the AMD component 
recovers connection costs. 

  

(h) The variable Transpower charge is expressed as "cents per unit (kWh)" for 
Groups 1&2 and varies across tariffs, depending on the historical usage profile 
and load control availability.  There are no variable (kWh) transmission 
charges for Group 3 consumers. 

 
16.0 FIXED TRANSMISSION CHARGES FOR GROUPS 1 - 3 

16.1 Group 1 
The total transmission cost TT1 allocated to Group 1 is split between that part to be 
recovered by a fixed charge (TFC1) and that part to be recovered by a variable 
charge (TVC1).  

 

The total fixed charge (TFC1) is divided by the number of ICPs in Group 1 and the 
result is the annual Group 1 charge per ICP. 

 

The annual fixed charge is billed on a daily basis (annual charge per ICP / 365). 
 

16.2 Group 2 
The total cost (TT2) allocated to Group 2 is split between that part to be recovered 
by a fixed charge (TFC2), and that part to be recovered by a variable charge (TVC2).  

 

Each ICP within Group 2 has an Anytime Maximum Demand (AMD) that is the 
same as described in the Group 2 fixed distribution charge calculation above. 

 

The total fixed charge (TFC2) is divided by the sum of all individual AMDs within 
Group 2.  This gives a dollar tariff per kVA of AMD per annum.  

 

The dollar per kVA tariff is multiplied by the ICP's AMD, to give a "demand charge" 
per year.  This is divided by 365 and billed on a daily basis. 

 

16.3 Group 3 
The total transmission cost (TT3) allocated to Group 3 is recovered by fixed charges 
(TFC3a and TFC3b).  

 

The connection and new investment component of TFCa is divided by Group 3’s 
total AMD to yield a $/kVA rate.  This rate is then applied to each individual 
consumers’ AMD to determine their annual charge which is divided by 12 and billed 
monthly.  

 

The interconnection portion TFC3b is recovered based on individual customers 
demands measured coincident with the USI RCPD demand (Winter RCPD).  The 
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total amount recoverable by the Winter RCPD charge TFC3b, is divided by the total 
Winter RCPD’s for the group.  This gives a dollar tariff per kW of Winter RCPD.  
The dollar per Winter RCPD tariff is then multiplied by each ICP's Winter RCPD to 
give the ICP's annual charge and is divided by 12 and billed monthly. 

 
 

17.0 VARIABLE TRANSMISSION CHARGES  GROUPS 1-3    
17.1  Each variable distribution tariff option for Groups 1&2 is classified as either a 

"peak" or an "off peak” tariff.  Off peak time is for consumption occurring 2300 to 
0700, ripple controlled consumption or summer only consumption.  Those in the 
peak time classification, are, by default, the remainder of the tariffs (Anytime or Day 
tariffs) where consumption is not interruptible by NTL load control equipment. 

 

17.2 A relative weighting is applied to differentiate peak and non peak tariffs for each 
group.  

 

17.3 The total amount to recover by this variable charge (TVCi) for each group is then 
divided by total kWh consumption, having established the weighting to the peak and 
of peak tariffs in (17.2) above. 

 

17.4 There is no variable tariff used in Group 3 pricing to recover transmission costs.  
 
Example 4. 

 
 Consider the following Groups with  fictitious loads as shown: 

 
       Area 1 Area 2 Total  
    Group 1 RCPD  37,000  8,000  45,000 kW 
    Group 2 RCPD  20,000  5,000  25,000 kW 
    Group 3 RCPD  17,000   17,000 kW 
    Group 6 RCPD  20,000   20,000 kW 
    RCPD at GXPs  94,000 13,000 107,000 kW 
 
    Total Transmission Cost   $8,200,000 
 
    Proportion to be recovered from fixed charges: 
    Group 1    0.10 
    Group 2    0.15 
    Group 3    1.00 
    Group 6    1.00 
     
 
    Group 1 ICPs   30,000  
    Group 2 AMD   94,000 kVA 
    Group 3  AMD   30,000 kVA 
    Group 3 Winter RCPD  17,000 kW 
    Group 6 CMD   20,000 kVA 
 
    Group 1 Units Consumed on Peak    205 GWh 
    Group 1 Units Consumed Off Peak    45 GWh 
    Group 1 Weighting of Off Peak to Peak    46% 
    (i.e. the Off Peak tariff is 46% of the Peak tariff) 
 
    TT1   = 45,000 / 107,000 * $8.2m  
       = $3,449,000 
 
    TT2   = 25,000 / 107,000 * $8.2m 
       = $1,916,000 
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    TT3   = 17,000 / 107,000 * $8.2m 
       = $1,302,000 
 
    TFC1   = 0.10 * $3,449,000 
       = $344,925 
 
    G1 Fixed Charge  

TFA1   = $344,925 / (30,000) / 365 * 100 
       = 3.15 cents per day 
    TFC2   = 0.15 * $1,915,888 
       = $291,400 
 
    G2 Fixed Charge  = $291,400 / 94,000 
       = $3.10 per kVA pa. 
 

TFC3 Total  = $1,302,000 
    TFC3a Connection = $   228,000 
    TFC3b Interconnection = $1,070,000 
 
    G3 Fixed Charges 
    TFC3a Connection = $228,000 /30,000 
       = $7.60 per kVA of AMD 
    TFC3b Interconnection = $1,070,000 /17,000 
       = $62.94 per kW of Winter RCPD/ pa. 
 
    G1 Peak Variable Tariff = (1 – 0.10) * $3,449,000/ (205 GWh + 0.45 * 40 GWh) 
       = $0.0140 per kWh 
 
    G1 Off Peak Tariff = 0..45 * $0.0140 
       = $0.0063 per kWh 
    Similarly for G2 Peak and Off Peak variable transmission tariffs 

 
18.0 TRANS POWER CHARGES - GROUP 6 & BULK SUPPLY . 

18.1 These consumers are large enough and few enough to have their Transpower charges 
individually calculated.  The charges are determined on a cost reflective or “look 
through” basis from the underlying Transpower charging methodology 

 

18.2 Connection and new investment charges are allocated to each Group 6 customer in 
proportion to their demands co-incident with the relevant GXP’s chargeable demands 
and are billed as a monthly fixed amount. 

 
Example 5. 

 
 Consider a fictitious bulk supply point with the following characteristics: 

 
  Trans Power Connection Charge  $800,000  
  Chargeable AMD for the GXP  103 MVA 
  Group 6 Consumer CMD   18.5 MVA 

 
  Consumer Transmission Charge = 18.5 / 103 * $800,000 
      = $143,689 pa. or  $11,974 per month 

 

18.3 Interconnection charges are passed through directly at the Transpower charge rate 
and are levied on the consumers demand (grossed up of distribution network losses) 
coincident with the Upper South Island RCPD  chargeable demands. 

 

18.4 Common Quality Service Charges and Loss Rental Rebates are passed directly 
through to Group 6 consumers each month on the same basis as they are credited or 
charged to NTL by Transpower. 
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REQUIREMENTS 22 & 23 

 Requirement 22  Disclosure of Pricing Methodologies 
 Requirement 23  Contents of Pricing Methodologies 

 
 
LOAD GROUP STATISTICS USED IN PRICING METHODOLOGY  
for year commencing 1 April 2009  

 
  

Customer Number of  Coincident Anytime Winter Consumption Consumption Total 
Group  ICP's Maximum Maximum Maximum Peak Off Peak Consumption
    Demand Capacity RCPD
  # kW kVA kW kWh kWh kWh
Group 1 33,027 53,928 495,405 52,939 164,845,223 68,646,493 233,491,716

Group 2 2,474 24,423 110,660 15,998 82,516,530 12,826,807 95,343,337

Group 3 116 17,828 41,211 22,302 86,901,306 32,127,601 119,028,907

Group 6 2 19,469 26,844 14,933 N/A N/A 147,878,475

Bulk supply 1 N/A 34,232 29,729 N/A N/A 157,679,477

Total 35,620 115,649 708,352 135,901   753,421,912
 
   N/A Not used in pricing methodology  

(1) Based on 3 year rolling average 
(2) Based on customer installed fuse capacity 
(3) Based on Time of Use metering data 

 
 
 



 

 

SEPARATION OF ESTIMATED REVENUE AND COSTS COMPONENTS TO LOAD GROUPS 
for the year commencing 1 April 2009 

 
 
 

Customer 
Transmissio

n Direct Indirect Depreciation Allowable PreTax Total 
Group  Costs NW Costs NW Costs Return on Revenue 
    ODV of Assets Requirement
  $ $ $ $ $ $
Group 1  $    4,812,768   $    3,405,396   $ 1,478,295   $   3,115,100   $             7,291,292 $    20,102,851 
            

Group 2  $    1,659,834   $    1,402,880   $    330,211   $   1,283,291   $             4,322,729 $      8,998,944 
            

Group 3  $    1,903,853   $       793,283   $    196,497   $      725,659   $             2,171,628 $      5,790,921 
            

Group 6  $    1,100,820   $         53,312   $      28,000   $        85,270   $                260,141 $      1,527,543 
            

Bulk supply  $    2,258,475   $                  -    $      24,000   $                 -    $                           -   $      2,282,475 
            

Total  $  11,735,751   $    5,654,871 $ 2,057,003 $   5,209,319 $           14,045,789 $    38,702,734 
 
 
 
 
 
 
 
 
 
 






