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Metwork Tasman Limited 7 Main Road, Hope 7020 Tel: 64 3 935 3600
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IN ACCORDANCE WITH THE COMMERCE ACT
(ELECTRICITY INFORMATION DISCLOSURE REQUIREMENTS 2004).

Requirement 36(1)

STATUTORY DECLARATION IN RESPECT OF STATEMENTS AND
INFORMATION SUPPLIED TO TIIE COM MERCE COMMISSION

I, Christopher IM Turner, of Hill Strect, Richmond, being a director of Network Tasman
Limited, solemnly and sincercly declarc that having made all reasonablc enquiry, to the
hest ol my knowledge, the information attached to (his declaration 1s a true copy of the
information made available to the public by Network Tasman Limited under the
Commcree Commission’s Electricity Information Disclosure Requirements 2004

And [ make this solemn declaration conscientiously believing the same to be true and by
virtue of the Qaths and Declarations Act 1957,

Declared at this 22™ day of April 2010

CIM Turner

Tistice of the Peace (or Solicitor or other person authorised o take a statntory
declaration}

Anissa Bain
Lawyer

Pitt & Moore
Richmond
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NetworkTasman

Network Tasman Limited 52 Main Road, Hope 70210 Tel: 61 1 989 3600
FO Box 3005 Freephone: 0890 508 098
Richmond 7050 Fax: 64 3 989 3631
Nelson, New Zealand Email; info@retworklasman.co.nz

Website: www networktasman.ca.nz

22 Apnil 2010

Director - Networks Branch
Commerce Commission
PO Box 2351

The Terrace

Wellington

Dear Sir
Disclosure of Pricing Methodology 2010-11

Pursuant to the Electricity Infarmation Disclosure Requirements tssued 31 March 2004
{Consolidating all amendments to 31 October 2008), Part § Clause 22 & 23, please find
attached a copy of Network Tasman Limited’s line pricing methodology and information
concerning line business costs to be recovered by line charges for the 2010-11 financial
year.

This information has been publicly disclosed on the company’s web site and a director’s
statutory declaration is also attached.

Should you have any queries concerning this information please do not hesitate to contact

me on DDI (03} 989 3615,

Yours sincerely
NETWORK TASMAN LIMITED

S W Mackey
Chief Executive
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NETWORK TASMAN LIMITED

PRICING METHODOLOGY
DISCLOSURE

For Year Commencing 1 April 2010

Pursuant to

Electricity Information Disclosure Requirements

(Issued 31 March 2004 & Consolidating
all amendments to 31 October 2008)

For compliance with :

Requirement 22: Disclosure of Pricing Methodology

Requirement 23: Contents of Pricing Methodology Disclosures

Network Tasman Limited
P 3 Box 3045
RICHMOND 7050




Network ' asman Ltd. Information Disclosure

.00 REGULATORY REQUIREMENT

[.1

The Information Disclosure Requirements 2004 (Sections 22 & 23) gazetted by the

NZ Commerce Commission require electricity line businesses to annually disclose:

e existing pricing policies and methodologies

« key components of revenuc required to cover the costs and profits, (including
transmission costs), of the line owners business activitics

« consumer groups used in the calculation of ling prices and charges

« the method of allocating costs and revenucs amongst cCOnNsumer groups

«  the method by which the a linc owner determines the proportian of fixed and
variable charges.

2.0 FINANCIAL INFORMATION

2.1

This pricing methodalogy disclosure is based on financial information drawn from
NTL's line business budget and financial forecasts for the year ending 31 March
2011. Thesc costs have been scparated (rom NTL’s other non line business activities
in accordance with the Electricity Information Disclosure Handbook 2004 (as
amended to 31 October 2008).

The forecast tinancial information provides the transmission, operating, maintenance,
depreciation and overhcad cost data used in determining N7 L's line business annual
revenue reqiurement.

The cost ol capital for the network is calculated using NTL's estimate of WACC and
the ODV valuation of systems asscts cstablished at 31 March 2004, The later is
updated for capital expenditure and depreciation for the intervening period to 31
March 2010.

3.0 NETWORK TASMAN PRICING PRINCIPLES

a1

frd
]

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 sharcs in NTL are held by the
Network Tasman Trust on behalf of the consumer bencficiaries. who clect the
Trustees.

NTL's pricing principles as stated below, are included in both the company’s SCI
and in its Use of Systems Agrecments with Retailers
s A fair and reasonable rate of return 1o shareholders (measured on a pre-tax,
pre discount basis} will be recovered
e The cost of capital, measured on a pre lax, pre discount basis. will be
reasonably allocated 1o, and recovered from, each group of consumers
o Dircet and indirect distribution costs and depreciation will be reasonably
allocated to, and recovered from, each group of consumers
e Transmission costs will be allocated and recovered in a manner that
reasonably reflects how these costs are incurred by cach group of consumers
s Appropriale ccononlic signals will be given to consumcrs relating to their
use of the distribution and transmission systems
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4.0

5.0

6.0

« Regulatory and public policy requirements imposed by Government, the
Commerce Commission and the Flectricity Commission will  be
accommodated within network pricing as required

» Pricing will be simple to understand, implement and admunister

& Pricing will rctain a rcasonable level of uniformity amongst like consumers
across NTL’s reglonal areas.

e Pricing will provide certainty and medium term stability for consumers and
retailers.  The distribution component of pricing will be changed once, at
most, in any 12 month period while the transmission companent may be
changed whenever Transpower alters its transnussion charges.

3.3 Where any of these objectives conflict, Network Tasman Directors will use their

diseretion and judgement to achieve an acceptable trade off between the conflicting
items.

LINE CHARGE DERIVATION

4.1 Line charges arc the sum of distribution charges and transmission charges. Each
component has different underlving cost drivers and so distribution and transmission
pricing components are derived separately as described in the [ollowing sections.

DISTRIBUTION SERVICES
5.1 The derivation of distribution charges links costs to prices by allocating costs to load
groups and then calculating tarilfs for those load groups. The stages invalve:
s Determination of the Overall Distribution Revenue Requirement
s Identification of Load Groups
» Allocation of Distribution Cosls to Load Groups
o Derivation of Distribution Prices and Revenues lor Load Groups

NTL DISTRIBUTION REVENUE REQUIREMENT
6.1  The revenue requirement for a the distribution network is the sum of:
¢ opcraling & mainlcnance costs
e overhcad cosls
e return of capttal employed (depreciation)
s return on capital employed (WACC)

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

s Direct Network Costs whicli mnclude operations and maintenance costs and
direet overheads

e Network General Overhead & Administration costs

e Depreciation (return of capital) which are based on ODV rates lor network
asscts and financial reporting rates for non systems assets

» Return on capital/assets employed which is calculated by applying WACC to
NTL’s line business assel base valued at ODV

Apnl 2010 Page 3 ¢ Copyright
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[nformation Disclosure

6.4

6.5

The sum of costs listed in 6.2 above cquales to the line business’s total distribution
tevenue requirement. NT1.’s 2010-11
requirement by cost classification and load group can be viewed in Appendix A.

Information o©n distribution revenue

‘The allowable return on capital is represented by the weighted average cost ol capital
{(WACTC) for the distribulion business and covers the cost of debt (interest costs) and
the cost of equity finance. It is oblained by multiplying the pre-tax cost of capital by
the system and non-system asset values allocated to each load group. Systems asscts
are valued at ODV and non system asset values are based on (heir accounting book
values,

The cost of capital {WACC) is derived using the Capital Asset Pricing Model.  For
the financial year commencing 1 April 2010 NTL used the following inpuls:
¢ 5 year government stock rate to estimate the risk frec rate at 5.2%
Target capital structure of 40% dcbt to total assets
e (ost of debt 8.0%
e Asscl beta of 0.40 as the measure of the ling business systematic risk
e post tux market risk premium for equity of 7.5%
e corporate tax ralc ol 30.0%,

Based on these inputs NTL has calculated a pre tax cost of capital of 10.6% or a post
tax WACC of 7.4% for the assets of NTL’s linc business

7.0 LOAD GROUPS

7.2

NTL's distribution revenue requirement is allocated to consumer load groups and
distribution charges are derived for ICP's (Installation Conirol Points) within
consumer load groups.

The allocation of 1CPs (o load groups is determined according to the:
¢ maximum capacity/demand an ICP can place on the network and
o use/reliance by an ICP on particular segments ol the network

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

Group 2

Consumer Network Segmient Used Maximum capacity requirement
Group ) . = ——
| Group 1 General 400V /11 73 3kV | Fused < 15 kVA

General 400V ¢/ 11 /33kY

Fusced = 15 & < 150 kVA

]

Group 3 | Limited 400V and 11/ 313kV AMD=150kV A+ hhr metering
Group 6 Dedicated & Semu  dedicated 2000 kVA + hhr mietenng
network, 32 kV and hinuted
11kV
Explanation:

e 400V/T1/33KV refers to the voltage level at which the consumer takes supply
and indicates the components of the network the consumer uses.

Apnl 2010
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Information Disclosure

7.3

7.4

8.0
8.1

8.4

« The kVA indicates the consumers potential anytime maximum demand (AMD)
and is measured by either the size of the ICP luse installed or from historical half
hourly (hhr) data available from a TOU meter installed close by the [CP.

« Dedicated consumers are those utilising dedicated or senu dedicated feeders and
network asscts at voltages equal to or greater than 11kV,

Government policy and SCT requirements encourage Network Tasman to treat loads
on rural spurs lines largely the same as those on the urban meshed parts of the
nctwork. Consequently load groups, and therefore distribution charges, are not
differentiated across geographical areas.

Load group statistics used to allocute costs and calculate prices are presented in
Appendix A,

ALLOCATION OF NETWORK COSTS TO LOAD GROUPS

Direct Network Costs, Depreciation and Capital Costs

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

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

A key difference between the (treatment of the upper and lower network cost
components is that no lower network costs arc allocated to load Group 6, as this
group relies solely on upper network asscts for i1s supply.

While the lower network cost component for 11KV lines 1s allocated betwoeen Groups
1. 2 & 3 based on relative TMD’s, allocalions for the 400V cost components are
modified to reflect Group 3’s minimal rchance on these assets.

FIGURE L1 ALLOCATION OF DIRECT COSTS TO COMPONENTS OF THE NETWORK

NEPWORK COMIPPONEM T DIRECT NEPRECIATION RE TR €3N OTAL
MNETWORE ASSEDS DIRFCT CORT
s s ALLOCATION
Cieneral 400V lines 2l I cl
Distribution translrmers al k2 2 [
Gunera] 11 KV lines al b 13 £l
Trdizated V1 KV hines ud ba td od
Sub transhissiun. lines ard zune subs 15 b5 rs c5
Dedizated nelworks aly hty Rl ch
TOTALS a h I ¢
FIGURFE 3.2 NETWORK UMPER AND LOWER NETWORKS
NETWORK COMPONENT T BY UPPIFR 1 OV T
CORMIMONEN | NMETWORK NETWORK
ATTOCATION ALLOCATION
Gieneral 00V lines ¢l ! d1 ¢l
Distribution Hanstormer Fatd a2 L. e2
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General 11 KV Jines ol d3 [
Dedicated 11 kV lings i od da ed
Suh transnussion lines and zure suls ‘5 & el
Dedicated nenwvorks ch [l e
TOTALS 5 1] ¢

Note 1 d 1 & d2

FIGURE 33 ALLOCATION OF DIRECT NET

fHamd e & eh =0

WORK COSTS TO LOAD GROUTS

Load Supply Coincident | Accumulated Cost Allocatiun Tatal Direct Cost

Groop Yoltuge Demand Foarmula Formula Alloeation

v MY A VIV A By Group
(L1 400V Gen < = [SKVA 220400 M Al (M AO* (M1 A e TDC ]
| (2) 400Y Gen > | 5&<150kVA 440 M2 A2 IM2IAOd) I EM27 A T ) TDC 2
{300V & 1KV > [SORVA | 40070 1KY M3 A PN 3IAOEHM 3N A SR TR 3
(63 Ded. MNetwark Owver 11000 flta Al I8 ALY TIK 6

Mule Al =MLAZ = MI+FMIAI=SMI+FM M o

8.5

M1, M25, M3 are CMIYs adjusted tareflect 32 minimal ese of the 300V Towaer netwiark assots
|

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

The remaining overhead and indirect costs are allocated to load Groups 1.2 & 31in
proportion (o their relative shares ol installed capacity ( measured by fuse size of
dedicated transformer capacity).

FIGURFE 3.4 L.0OAD GROUP REVENLE REQUIREMENT

Loasl Supply ‘Tatal Direct Cost Total Ceneral Total Distribution
Group Yoltaye Allocation Overhead Revenue
Allocalion Reguirement
(17400¥ Gen < =13 kVA 2300400 LIERY Qi TR1 =TI 140001
_l"{';-iUL}\’ Cen ™ 15 &< 150 kVA 440 1 2 DRn? TRI=TDC +0H2
(37 300V &1 1V = 150 kVA AN0A1000 T 3 (1K) TIRA=T10C 340013 |
(6) Ned. Metwork Orver 11000 T n Olln TRO =T 6 Ol

9.0 DERIVATION OF DISTRIBUTION TARIFFS.

(expressed as

9.1 General: The TRi totals from figure 3.4 identify the revenue requirement for each
lvad group recoverable through distribution tariffs. Revenug is recovered using
"fixed” and “variable” tariff components. Fixed tariffs arc cither daily charges
foxpressed as cents/day) or capacity/demand bused tariffs
cents/kV Asday). Variable tariffs are based on consumption or usage {expressed as
cents/k Wh).

9.2 Determining the praportion of fixed and variable charges

(a) NTL must strike a balance between the conflicting denands ol
» economic rativnale
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» government policy and regulatory requirements

-~ electricity retailers desire for simplicity and predictability

~ the expectations of different electricity consumers

(b) LCconomic theory encourages the use of lully cost reflective pricing. Regionally

differentiated pricing associated with customers peak network demands would
resull, This supports economic efficiency by refiecting the fixed nature of the linc
business cost structures and the sunk naturc ol its assct based costs. The
government owned grid operator Transpower operates a pricing methodology
along these lines

Government policy and rcgulations however compel distributors to provide low
fixed charge tanlls to lower usc 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 sigmficant clement of their charges to vary
with consumption so some influence can be exerted over their electricity bills.
These views 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 efTicient usc of network assets.

(¢)  Consequentially NTL distribution pricing is structured such that:

o Group | (both small business and residential) fixed charges are set at 15
cents per day to meet government rcgulatory requirements.  As a
consequence Group | pricing no longer reasonably reflects the fixed costs
of supply t poor toad factor or remotely located consumers 1n this group.

e 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 rcflect the high levels of
asset dedication associated with their supply.

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

* There is no differentiation of tarit!s (fixed or variuable) bascd on consumers
end use of electricity (ie between business or domiestic).

(d) For load Group | there 15 a single fixed charge expresscd as a "cents per day”
charge because all consumers in this Group have the same fusc capacity limiting
their aximum demands on the nefwork to 15 kKVA.

(e} Group 2 fixed charge is expressed as “dollars per KVA of anytime maximum
demand” and is applicd to the range of fuse capacitics (measured from 20 to 150
kVA) limiting the maximum demands of consumers within m this group.

()  For load Group 3 the fixed charge is expressed as:
(1) "dollars per AMD" and
(ir) "dollars pcr Winter RCPD demand” The winter demand 18 the
customers average demand measured comceident against the top 12
regional coincident peak  demands (RCPD)  on  Transpower’s
transmission system in the upper South ksland.
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(g)

(h)

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

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 unobtainable
if NTL is to operate within the constraints imposed by Government policy
requirements and the Commerce Commission’s regulatory price pathway. This is
particularly notable for network segments where customer density is low and
where load factor is poor. Conscquently Network Tasman is left to choose
between deliberately breaching the price pathway or accepting a shortfall of actual
distribution revenue over the total revenue requircment.  To datc NTL has
accented the latter.

10.0 DERIVATION OF DISTRIBUTION PRICES - Load Group 1.

10.1

1.2

10.3

10.4

Total Group 1 distribution revenue requirement "TR 1" is split between thal part to be
recovercd by a fixed charge (FC1), and that part to be recovered by a variable charge
(VCI).

The annual fixed charge for all ICPs is set at §55 or 15 cents/day simply to mel
Government low user regulatory requirements in a manner that minimises NTL's
transaction and administration costs. This lixed charge FCI1 is recovered from all
consumers with no account being taken of geopraphical area or whether they are
husiness or residential consumers.

The total variahle charge VC 1 recovers the residual revenue from TRT and tariff rates
are determined by dividing by the number of units consumed by Group 1, afler
eslablishing a sct of relative weightings between the tanff types on ofter.

The relative weights in part reflect the relative costs of providing network services at
"eak™ versus "off peak” times. The weighting provides a signal for consumers to
shift consumption "off peak" and to permit companents of 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 umit charges.

Example 1.

Consider a load group with the lolkewing fietitious consumption details:

Total Group | Cost TR $10.550 000
Number of ICPs 30 004y
Tanff Allocated Units
Weight Consumed
A 10004 38 UWh
A H5% 128 GWh
0, 29% 33 GWh
(W] 24% 25 GWh
Total ta be recoverad by fixed charges
FA1 FC per annum = $55.00 paor 130 cents /day
FCl 30,000%55

1,650,001}
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Total $ to be recovered from vanable charges

SID.E50,000 51 650 000
5,900,000

Line Charge Tanft A $R.900,000 / {3RGWh+128 * 0.a5+5% ® (L2W 12524}

Fib (1624 per kWh of A metered consumption

Line Charge Tariff B O 0624 * .05

$0.0406 per kWh of I} mietered consumption

Line Charge Tariff C S0.0024 * 3.29

500181 per kWh of € metered consumption

Line Charge Tariff S0 0624 ¥ {.24

S0 015 per kWh of I metered consumplion

1.0 DERIVATION OF DISTRIBUTION PRICES - Load Group 2.

11.1

1.4

11.5

Aprt] 20140

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

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

The tatal fixed charge revenue (FC2) is divided by the sum of all AMDs in the group
to give a taniff expressed in doilars per KV A per annum. This rate is the same for all
consuniers within the group with no account being taken of geagraphical area.

The dollar per kVA tariff is multiplied by the individual 1CP's AMD, to give a
"demand charge” per vear. This is divided by 365 and billed on a daily basis.

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
rationalc outhned for Group 1.

Example 2.

Consider a fictitious load group with the tollowing profile.

Consumer AMD (kV &)

X 75
¥ 1)
2 110

Total 90000 KV A

Total Group Cost TR2 $3.275,000
Tatal Fixed Charge IF'C2 = 4% 31310000
Total Variable Charge Y2 $1.,965.000
AMD Tanff $1.3T0,0iH) /9o oo

$14.56 per kVA pa

Consurner "s" AMD Charge per day (1456 %73)/ 305
SA.060 per day
(The Variable charge per tariff is calcululed m the sume manrer as Example 1)
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[2.0 DERIVATION OF DISTRIBUTION PRICES - Load Group 3.

12.1 The total Group 3 distribution revenue requirement TR3 is split between that

12.2

12.3

12.4

12.5

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

At the beginning of the billing year the consumer’s AMD and Winter RCPD arv
measurcd directly from TOU data supplied by retailers:

s  Winter RCPD is the average of the consumers kW load coincident with
Transpowers 12 peak loads on USI grid for the period between Ist May and
30th September for the previous ycar

e AMID is the consuners highest half hourly kVA at any time, in any month
during the year.

The tolal fixed charge revenue FC3 is divided by the sum of the AMDs and the
Winter RCPDs afler establishing the relatuve weighting between the anytime and
winter demand charges. This gives a dollar per AMD and a dollar per Winter RCEPD
kW taritf.

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

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 weighling process
uses the same rationale outhined for Group 1.

Example 3.

Consider a fictitions load group with the followme profile:

Consumer AMD Winter RCPI
X 210 200
¥ 215 215
Ciroup Total 30,000 25,000
Total Group Cust TR3 $1.500,000
Fixed Charge recovery % 0%
Total Fixed Charge FC3 $1.0540,004)

Fixed Charges Ratio Anytime to Winter  160%

WMD Tanff : $1.050,000/ {25000+ 1.6 * 30,0081
a8 perkvVAapa

AML T antt $1438* [ 6
$23.00 per kVA pa.

Consumer "x™ Winter RCPD charge
J200% 1438 /12
5240 per month

Coansurer "x" AMD Charae 10*23.00/12
$403 per mionth
(The Variable charge per tariff 1s calculated in the same munner as Example 1)
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13.0 DERIVATION OF DISTRIBUTION PRICES - Load Group 6.

13.1 These consumers arc large enough, and few enough, to warrant individual calculation
of line charges based on thc ODRC values and dircet 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.

4.0 TRANSMISSION SERVICES
14.1 Grid owner Transpower charges NTL for use of the transnussion grnid. NTL recovers
transmission costs by allocating them to consumer groups and recovering them
through the transmission component witlun linc charges.

15.0 ALLOCATION OF TRANSMISSION COSTS.

15.1 Transpower's transmission charges are levied on NTL in a manner which is targely
fixed and unavoidable. Transmission charges arc billed by GXP and include the
following components:

e (onnection charges (net of CVA adjustments 1l any)
e Interconnection charges

e New investment charges

s Commaon quality charges (if any)

s [oss rental rebate credits

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

15.3 Interconnection charges arc allocated between load groups on the basis of each
group’s demand level coincident with ‘I'tanspower’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 o be recovered from that
group.

15.5 NTL rocovers transmission costs from load Groups 1-3 via a scparate 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
dircet pass through basis (see Section 18.0).

(¢)  The remaining transmission cosls after pass through are recovered from
Group's 1-3 via NTL’s standard transmission pricing schedule.
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(d)  For Groups 1-3 transmission charges are recovered on a “fixed™ and “variablc”
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 far 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.

(fy  For load Group 2 the [ixed charge is expressed as “dollars per anytime
maximum capacity” (AMI)) measured in kVA and based on customer fusc
size.

{g)  Forload Group 3 the fixed charge is expressed as "doilars per kW of Winter
RCPD™ and “dollars per kVA™ of AMD, and is based on data from ume of use
meters. The Winter RCP1D component directly passes through Transpower’s
interconnection charges to these consumers while the AMD component
recovers connection costs attributable to thus group.

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

16.0 FIXED TRANSMISSION CHARGLES FOR GROUPS 1 -3

16.1

16.2

16.3

Apnl 2010

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

The total fixed charge (TFC1) is divided by the number of [CPs in Group | 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).

Group 2

The total transmission cost allocated to Group 2 (TT2) 1s sphit between that part to
be recovered by a fixed charge (TFC2), and that part to be recovered by a vanable
charge (TVC2).

Each ICP within Group 2 has an Anytime Maximum Demand (AMD) that is the
sarne as described 1n the Group 2 fixed distribution charge calculation above.

The total fixed charge (TFC2) i1s divided by the sum of all individual AMDs wathin
Group 2. This gives a dollar tarifT per kVA of AMD per annum.

The dollar per kVA tariff is muluplied by the ICP's AMD, to give a "demand charge”
per year, This 1s divided by 365 and billed on a daily basis.

Group 3
The total transmission cost allocated to Group 3 (T'T3) is recovered hy fixed charges
(TFC3a and TFC3b).
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The connection and new mvestment component (TFCa) is divided by Group 3s total
AMD to yield a $/kVA rate. This rate 1s then applied to cach individual consumers”
AMD 10 determinge their annual charge which is divided by 12 and billed monthly.

The interconnection portion (TFC3h) is recovered based on individual customers
demands measured coincident with the USI RCPD demand measured over the
previous year (Winler RCPD). The total amount recoverable by the Winter RCPD
charge (TFC3h), is divided by (he total Winter RCPD kWs {or 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 cither a
"peak” or an “off peak” tanff. Off peak time is for night only consumption
(occurring between 2300 and 0700), ripple controlled consumption or summer only
consumption. Those in the peak time ¢lassification, are, by default, the remainder of
the tariffs (Anytime or Day tariffs) and wherc consumption is not interruptible by
NTL load control equipment.

17.2 A rclative weighting is applicd to differentiate peak and non peak tariffs for each
group.

17.3 The total amount to recover by this variable charge (TVC1) for each group 1s then
divided by total KkWh consumption, having established the wetghting to the peak and
of peak tariffs in (17.2) above.

7.4 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

Arcal Arca? Total
Group | RCPD 37000 8000 45 000 kW
GIUUP 2 RCPD 200000 5000 25 00K kKW
Group 3 RCPD 17,0000 | 7.000F KW
Group 6 RCPD 20,040 20,000 kW
RCPD a1 GXPs 94,000 13000 107 000 kW
Totul Transmission Cost £ 200,004

Propurtion te be recoverad from fixed charges:

Group 1 {1

Group 2 015

Group 3 1.0

Group b 1.0

Group | [CPs 3N.N0n
Group 2 AMD GIO00 RV A
Group 3 AMD 0,000 kVa
Group 3 Wanter RCPD 17,0000 kW
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Group 6 CMD 20,000 kva
Group | Units Consumed on 1'cak 205 GWh
Group | Units Consumed Off Peak 45 GWh

Group 1 Werghting of OFF Peak to Peuk 46%
{i.c. the Off Peak tariff is 46% of the I*cak tanifT)

TTI

TEC]
(il I'ixed Charec
TFAl

THC2

(2 Fixed Charye

TFC3  Total
TFCAa Connection
TFC3b Interconnection

Gi3 Frxed Charges
TFC3a Cannection
TFLC3b Inferconnection

(3| Peak Variahle Tarift

Gl Off I*cak Fanfl

Stmilurly for G2 Peak and OfFf Peak variable transmussion fariffs

[8.0 TRANS POWER CHARGES - GROUP ¢ & BULK SUPPLY .
18.1 These consumers are large enough and few enough (o have their Transpower charges
individually calculated. The charges are deternined on a cost reflective or “look

through™ basis from the underlying Transpower charging methodology

18.2 Connection and new investment

proportion (o 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 poirt with the followinyg characteristics

Trans Pawer Conncctian Charge
Chargeable AMD for the GXFP
Giroup O Consumer CMD

Consumer Transimssion Charge

April 2010

a5,00t ¢ fOT 000 * 58 2m
$£3.339.000

25,000 ¢ 107,003 * S8 2m
1 916,000

L7000 107000 ¢ S8.2m
§1,302,100

010 * 5% 449 it}
5344925

$343,925 7 {AN000) /365 ¥ 100
313 cents per day

115 * 571 915 KRS

$291,400

L2901 400 7 94 (W0
$3.10 per kWA pa

S| 0
S 228,000
S1.O70.000

S228,000 /30,000

57.00 per KVA ol AMD

$ 1070000 17,000

$62.94 per KW of Winter RCPD/ pa.

(1= (.10 * 53,449,000/ (205 GWh ~ (145 * 40 GWh)
$0.0140 per kWh

(.45 * S0 0140
500003 per kWh

charges are allocated to cach Group 6 customer in

L800,000
LU MV A
185 MVA

18.57 103 * SEIN.0ON
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18.3 Interconnection charges are passed through directly at the Transpower charge rate
and arc levicd on the consumers demand {grossed up of distribution network losses)
caincident with the Upper South Island RCPD chargeable demands.

18.4 Common Quality Scrvice Charges and Loss Rental Rebates are passed directly
through to Group 6 consumers cach month on the same basis as they are credited or

\
5143,689 pa. or $11,974 per month
charged to NTT. by Transpower.
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