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1. Summary of Compliance 

We have complied with the price path (clause 8) and the quality standards (clause 9) of the 

Commerce Act (Electricity Distribution Default Price-Quality Path) Determination 2015 

(“Determination”) for the assessment period ended 31 March 2019. 

We submit the following information in our Default Price-Quality Path Compliance 

Statement pursuant to clause 11.1 of the Determination: 

 Price path under clauses 11.4(c) to (k): 

o the amount of allowable notional revenue and notional revenue 

o prices and quantities 

o the amounts of Pass-through and Recoverable Costs and information used to 

determine these amounts 

o the methodology used to calculate Pass-through prices and Distribution 

prices 

o the amount of charge relating to New Investment Agreements 

o the variances between the forecast and actual amounts of Pass-through 

Costs and Recoverable Costs and explanatory notes of material variances. 

o a reconciliation between Pass through Balance for this period and last. 

 Quality standards under clause 11.5 (c), (e), and (f): 

o assessed values and reliability limits 

o SAIDI and SAIFI statistics and calculations 

o the annual reliability assessments for the two previous assessment periods 

o a description of how SAIDI and SAIFI statistics were recorded, including 

policies and procedures 

o the cause of each Major Event Day within the assessment period. 

 Director certification under clause 11.3(a) as set out in Schedule 6. 

 An assurance report under clause 11.3(b) as set out in schedule 7. 

Please note, under clause 11.2(a) to (f), we have: 

 complied with price path in clause 8 for the assessment period 
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 complied with the quality standards in clause 9 for the assessment period 

 not restructured prices during the assessment period with the meaning of 

restructured prices set out under clause 4 (Interpretation) of the Determination 

 not received a transfer of transmission assets or transferred assets to Transpower 

 not amalgamated or merged with another party or participated in a Major 

Transaction with the meaning set out in clause 4 of the Determination. 

This compliance statement was certified by a director of the board on 12June 2019. 

In conjunction with this compliance statement, copies of our New Investment Agreements 

with Transpower New Zealand have been submitted to the Commerce Commission in soft 

copy format in accordance with clause 11.4(h). 
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2. Compliance with the Price Path 

We have complied with the price path as specified by clause 8 of the Determination.  Clause 

8.3 ‘Compliance with allowable notional revenue’ requires that: 

The notional revenue of a Non-exempt EDB in an Assessment Period must not exceed the 

allowable notional revenue for the Assessment Period, such that— 

NR ≤ ANR  

Our compliance with the price path is demonstrated in Table 1 below. 

Table 1: Notional Revenue calculation 

 

Table 1 above shows that our notional revenue, derived using posted prices as at 

31 March 2019, was less than our allowable notional revenue.  More details on the notional 

and allowable notional revenue calculations can be found at Appendix A, on page 15. 

Pass-through balance for 2019 

The pass through balance for the assessment period ended 31 March 2019 is -$5,248,974 

and is shown in Table 2 below.  

Table 2: Pass through balance for 2019 

    

Pass through balance for 2018 

The pass through balance for the assessment period ended 31 March 2018 was -$4,371,046 

and is shown in Table 3 below. 

Table 3: Pass through balance for 2018 

 

Pass through Balance Reconciliation 

We recovered $22.3 million via pass-through and transmission prices.  The total pass –

through and recoverable costs realised during the period were $22.9 million making the 
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pass-through balance -$5.2 million (or -24%).  The 2019 pass through balance reconciliation 

is shown in Table 4 below. 

Table 4: Pass through balance reconciliation 

 

The prices effective 1 April 2018 were set incorporating the forecast total pass-through and 

recoverable costs of $22.6M and the pass-through balance of $2.5M per the 2017 

Compliance Statement. We were forecasting a closing 2018 pass-through balance of close to 

zero when we set the prices effective 1 April 2018. However, as outlined in the 2018 

Compliance Statement, primarily due to quantities in the 015LCA being 71.6 GWh (or 14%) 

lower than forecast and an inadvertent error in our forecast capex wash-up, the actual 

closing 2018 pass through balance was an under recovery of $4.4M. The pass-through 

balance has increased to an under recovery of $5.2M for the period ending 31 March 2019 

due to actual quantities being lower than forecast. The forecast pass through balance has 

been included in the prices effective 1 April 2019. 

 

More information can be found in the Appendixes 

Information on the calculation of pass-through and recoverable revenue can be found at 

Appendix B, Table 14, on page 16. 

Information on the method used to calculate pass-through and recoverable costs can be 

found at Appendix C on page 19. 

The proportion of distribution and pass-through and recoverable costs to total delivery 

charge can be found at Appendix D on page 26. 

The methodology used to forecast pass-through and recoverable prices can be found at 

Appendix E on page 27. 
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3. Compliance with the Quality Path 

Our year end performance was 17.39 SAIDI minutes below the SAIDI limit and 0.52 SAIFI 

interruptions below the SAIFI limit.  Accordingly, we have complied with the quality path as 

specified by clause 9.1(a) of the Determination.   

Clause 9.1 ‘Compliance with the quality standards’ requires that: 

A Non-exempt EDB must, in respect of each Assessment Period, either: 

(a) Comply with the annual reliability assessment specified in clause 9.2 for that Assessment 

Period; or 

(b) Have complied with those annual reliability assessments for the two immediately 

preceding extant Assessment Periods. 

 

Our compliance with the quality path, under clause 9.1(a), is shown in Table 5: Performance 

against the quality standards below. 

 

Table 5: Performance against the quality standards 

 
Supporting evidence is presented in Appendices F to H. 

Quality incentive scheme 

Table 6: Quality incentive adjustment below shows that under the quality incentive scheme 

we have gained an $124,134 incentive for our performance against the quality standards, 

which can be recovered as pass through prices in the assessment period ending 31 March 

2021. 



Alpine Energy Limited            DPP Annual Compliance Statement 2019 
 

6 of 34 
 

Table 6: Quality incentive adjustment

 

A more detailed calculation of the incentive gained/lost under the quality incentive scheme 

can be found at Appendix G on page 32. 

There were three major event days 

We experienced three major event days (MEDs) during the assessment period.  The first 

MED was caused by a wind storm on 3 May causing an interruption of 10.163 SAIDI minutes 

and 0.0540 SAIFI interruptions.  The second MED was caused by a broken binder on 8 May 

causing an interruption of 11.705 SAIDI minutes and 0.0346 SAIFI interruptions.  The third 

MED was caused by a cable strike by a third party on 20 October causing an interruption of 

15.375 SAIDI minutes and 0.0847 SAIFI interruptions.   The details on each MED are shown 

in Table 7 below. 

Table 7: Causes of the major event days 

Date Cause Total SAIDI 
minutes 

No. of minutes 
SAIDI was 

reduced by 

Total SAIFI 
interruptions 

No. of 
interruptions 

SAIFI was 
reduced by 

3 May Wind Storm  
(Broken binder 
wire off Ins. 
Pole burnt) 

10.163 0.988 0.0540 

 

0.000 

8 May Broken binder, 
leading to pole 
burning 

11.705 2.530 0.0346 

 

0.000 

 

20 October  Cable strike by 
3rd party 

15.375 6.200 0.0847 0.013 
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Assessed Values and Reliability Limits 

Clause 9.2 ‘Annual reliability assessment’ requires that: 

A Non-Exempt EDB’s Assessed Values for an Assessment Period must not exceed its 

Reliability Limits for that Assessment Period, such that: 

𝑆𝐴𝐼𝐷𝐼𝐴𝑆𝑆𝐸𝑆𝑆,𝑡

𝑆𝐴𝐼𝐷𝐼𝐿𝐼𝑀𝐼𝑇
≤ 1 ; and 

 

𝑆𝐴𝐼𝐹𝐼𝐴𝑆𝑆𝐸𝑆𝑆,𝑡

𝑆𝐴𝐼𝐹𝐼𝐿𝐼𝑀𝐼𝑇
≤ 1  

We have come in under both the allowable SAIDI and SAIFI limits.  Our assessed SAIDI and 

SAIFI calculations are demonstrated in Table 8 and Table 9 below. 

Table 8: Assessed SAIDI calculation 

  

Table 9: Assessed SAIFI calculation 
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Prior period reliability assessment 

Our performance at the prior two extant Assessment Periods is shown in Table 10 and Table 

11 below. 

Table 10: Assessed Prior Period SAIDI and SAIFI performance 

 

Table 11: Assessed extant period SAIDI and SAIFI performance 

 

More information can be found in the Appendixes 

Details on the quality standard compliance calculation can be found at Appendix F 

on page 31.  

Our policies and procedures for recording SAIDI and SAIFI can be found at Appendix H 

on page 34. 
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4. Restructure of prices 

We did not restructure our prices that applied during the assessment period. 
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5. Transactions 

During the assessment period we did not: 

 receive a transfer of transmission assets from Transpower that become System 

Fixed Assets, or transferred System Fixed Assets to Transpower; or  

 amalgamate or merger with another regulated service; or 

 undertake any major transactions.  
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6. Director Certification 

I, Alister John France, being a director of Alpine Energy Limited certify that, having made all 

reasonable enquiry, to the best of my knowledge and belief, the attached Annual 

Compliance Statement of Alpine Energy Limited, and related information, prepared for the 

purposes of the Electricity Distribution Services Price-Quality Path Determination 2015 are 

true and accurate. 

 

 

Alister John France,  

12 June 2019, 
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7. Auditor’s Report 
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Appendix A – Notional and Allowable Notional 
Revenue Calculations 
 
Our notional and allowable notional revenue for the assessment period is shown in Table 12 and  

Table 13 respectively below. 

Table 12: Notional Revenue  

 

 
Table 13: Allowable Notional Revenue Calculation 
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Appendix B – Calculation of distribution and pass-through and recoverable revenues 
 
Our distribution price and the lagged quantities used to calculate the notional revenue is shown in Table 14 below. 

 

Table 14: Prices and Quantities for Notional Revenue  
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Our distribution price and the lagged quantities used to calculate the allowable notional revenue is shown in Table 15 below. 

Table 15: Prices and Quantities for Allowable Notional Revenue 
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Revenue recovered for pass-through and recoverable costs is shown in Table 16 below.  

Table 16: Pass-through and Recoverable prices and quantities for the year ended 31 March 2019 
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Appendix C – Pass-through and Recoverable Costs 

Information and method used to calculate pass through costs 

Pass-through costs are made up of four parts: 

 Rates on System Fixed Assets 

 Commerce Act levies  

 Electricity Authority levies 

 Electricity and Gas Complaints Commission (EGCC) levies1. 

The pass-through costs are reported in Table 17 below.  

Table 17: Reporting of pass-through costs 

 

Rates are sourced from rates notices payable from July to June each year.  To calculate the 

rates applicable between April and March, we add 25% of the rates applicable to the prior 

year with 75% of the rates applicable to the current year.  For example, Table 18 below 

shows that for the period 1 July 2017 to 30 June 2018 rates payable to the Timaru District 

Council (TDC) were $27,272.  Recalculated for the period April 2018 to March 2019 rates 

payable to TDC were $27,658. 

Table 18: Calculation of rates 

 

Commerce Act levies are payable in accordance with the Commerce (Levy on Suppliers of 
Regulated Goods and Services) Regulations 2009.  Suppliers are liable for the levy at the beginning 
of the regulatory year but, accounts are invoiced quarterly by MBIE as shown in  

Table 19 below. 

 
Table 19: Calculation of the Commerce Act levies 

                                                      
1  The EGCC was incorporated as a limited liability not-for-profit company and rebranded as Utilities Disputes Limited on 1 November 

2016. The determination refers to this pass though cost as the EGCC for this regulatory period. 
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Electricity Authority levies are sourced from invoices received during the year.  The invoices 

received each month between April 2018, and March 2019 is shown in Table 20 below.   

Table 20: Calculation of Electricity Authority levies 

 

EGCC levies are invoiced once a year at end year (i.e., March).  Amounts invoiced each year 

for the last five years are shown in Table 21 below.   

Table 21: EGCC annual levies 

 

Information and method used to calculate recoverable costs  

Recoverable costs are made up of 13 components: 

 Transmission charges  

 New investment contract (NIC) charges  

 System Operator services  

 Avoided transmission charges resulting from the purchase of transmission asset from 

Transpower  
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 Distributed generation allowance  

 Claw-back  

 NPV Wash-up Allowance  

 Energy efficiency and demand-side management incentive 

 Catastrophic event allowance 

 Extended reserves allowance 

 Quality incentive adjustment 

 Capex wash-up adjustment 

 Reconsideration event allowance. 

Table 22 below shows that in total we paid $22.6 million in recoverable costs. 

Table 22: Recoverable costs 

 

Transmission and new investment charges are sourced from monthly invoices received 

between April and March each assessment year.  Over the period we paid $14 million in 

transmission charges and $1.8 million in new investment charges.   

The calculation of total transmission charges is shown in Table 23 over the page. 
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Table 23: Calculation of the transmission charges 

 

Amount to be recovered for claw-back each year is specified in Schedule 5C of the DPP 

Determination; as per Extract 1 below. 

Extract 1: Copy of Schedule 5C of the DPP Determination 

 

The amount to be recovered for Net present value (NPV) wash-up allowance is specified in 

Schedule 5D of the DPP Determination; as Extract 2 below. 
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Extract 2:  Copy of Schedule 5D of the DPP Determination 

 

 
The Quality incentive adjustment for the year ending 31 March 2017 of $147,577 is adjusted for the 
time value of money to $166,099 as shown in Extract 3 below and included as a recoverable cost for 
the assessment period ending 31 March 2019.   
 
Extract 3: Quality incentive adjustment 2018 

 

The Capex wash-up adjustment for the year ending 31 March 2017 is $590,443 as shown in 

Extract 4 over the page. 
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Extract 4: Copy of Capex wash-up adjustment 

 

 

The amount was sourced from the Commerce Commission’s model EDB capex wash-up 

adjustment recoverable cost calculation sheet - 11 December 20152, by selecting Alpine 

Energy in the EDB Name drop down box on the Capex wash-up adjustment tab. 

Seven of the 13 recoverable costs for the year ended 31 March 2019 is nil.  The reasons for a 

nil value are provided in Table 24 over the page. 

 
 
 
 
 
 
 
 
 
 
 
 
 

                                                      
2 A copy of the Commission’s Capex wash-up model can be found on its website at 
http://www.comcom.govt.nz/regulated-industries/electricity/electricity-default-price-quality-path/default-
price-quality-path-from-2015/ 

Input
EDB name Alpine Energy 

Forecast value of commissioned assets, 2014/15 12,883

PV at 1 Apr 2015 of BBAR before tax over the regulatory period 163,099

Cost of debt 6.09%

Actual value of commissioned assets, 2014/15 18,705

PV at 1 Apr 2015 of BBAR before tax over the regulatory period 165,019

2017 525

2018 557

2019 590

2020 626

Reference: 2015-20 DPP financial model

Outputs: capex wash-up adjustment recoverable costs

Calculation: using actual commissioned asset value

Reference: 2014/15 information disclosure
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Table 24: Recoverable costs with zero values explained 

Recoverable cost Explanation 

System operator services charged for the year The Transpower system operator is accounted 
for in Transmission Charges and New 
Investment Charges. Therefore, system 
operator costs are nil for the period 

Energy efficiency and demand-side 
management incentive allowance 

No later than 70 WD following the end of the 
Assessment period, we must submit an 
application for approval of an allowance.  If 
approved the amount is added to the pass-
through balance in the next pricing year. 

Distributed generation allowance 

Extended reserves allowance 

Avoided transmission charges resulting from 
the purchase of transmission asset from 
Transpower 

We will not have a figure to report here unless 
we buy transmission assets.  If we were to buy 
transmission assets, we would then calculate 
the avoided transmission costs for each 
Assessment Period and then recover that each 
year. 

Catastrophic event allowance Does not apply to us as we have not reported a 
catastrophic event this regulatory period. 

Reconsideration event allowance This does not currently apply to Alpine Energy. 

 

Cost of debt 

The cost of debt is 6.09% as shown in Table 25 below.  The cost of debt is applied by the DPP 

Determination and is set by the commission through its Input Methodologies. 

Table 25: Cost of debt 

r Cost of Debt 6.09%
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Appendix D – Portion of distribution and pass-through and recoverable costs 

Table 26 shows the proportion of total delivery prices made up of distribution and pass through and recoverable costs. 

Table 26: Distribution and Pass-through and Recoverable price components of total Delivery Charges 
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Appendix E – Methodology used to forecast prices 

Distribution prices 

We recover our costs to serve each load group (e.g., 015HCA) via our distribution prices.  

The cost to serve consumers that use low voltage assets is allocated to load groups based on 

after diversity maximum demand (ADMD).  Costs to serve consumers that use high voltage 

assets are allocated to load groups based on coincident peak demand (CPD). 

Pass-through costs 

We base our forecast pass-through costs on the prior year rates and levies plus a growth 

factor.  The growth factor for rates, Electricity Authority levies and Utility Disputes is based 

on the five-year average.  For example, the method used to forecast rates is shown in Table 

27 below. 

Table 27:  Forecast 2018/19 Rates 

Council 2016/17 

1 July to 30 June 

Growth  2018/19 

1 July to 30 June 

2018/19 

1 April to 31 
March 

Timaru District Council $26,323 15.62% $35,190 $32,973 

Environment Canterbury $19,579 0.38% $19,729 $19,682 

Mackenzie District Council $12,623 4.58% $13,804 $13,509 

Waimate District Council $ 9,858 -0.69% $9,721 $9,756 

Total $68,292  $78,445 $75,929 

Rates are unique in that rates are 1 July to 30 June rather than 1 April to 31 March.  To 

forecast rates, we first take the rates paid in 2016/17 between 1 July to 30 June and forecast 

what the rates payable will between 1 July to 30 June 2017/18 and 2018/19.  The 2017/18 

rates forecast are based on the 2016/17 actual plus the average 5 year growth.  The 

2018/19 rates forecast are based on the 2017/18 forecast plus the average 5 year growth.3   

We then calculate the forecast rates for 1 April to 31 March 2018/19 by adding the last 

quarter of the 2016/17 and the first three quarters of 2017/18.  For example, TDC is 

(($26,323 x 0.25%) + ($35,190 x 0.75%)) = $32,973. 

Commerce Act levies are forecast by taking the prior year levies and raising it by the 

percentage increase in our regulatory asset base (RAB).  For example, the 2018/19 forecast 

Commerce Commission levies were based on the 0.04% growth in the RAB multiplied by the 

                                                      
3 Please note that we use the 2016/17 actuals as the 2017/18 year had not ended when the 2018/19 prices are 
set and accordingly, 2016/17 are the most recent actuals available to us. 
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2016/17 actual levies of $47,021.  Accordingly, the calculation for the 2018/19 forecast is 

($48,371 x (1 +0.04%)) = $48,388. 

Recoverable costs 

We receive notice of transmission charges from 1 April usually in mid- November of the 

prior year.  We base our forecast transmission charges on the notices given. The commission 

sets both our claw-back and NPV wash-up allowance amounts in the DPP Determination we 

base our forecast claw-back and NPV wash-up allowance amounts on the published 

amounts. 

More detail on the methodologies that we use to forecast pass-through and recoverable 

prices can be found in our Pricing Methodology for Delivery Charges, effective as at 1 April 

2018.  A copy of our Pricing Methodology is available at Reception and/or can be found on 

our website4. 

Pass-through Cost reconciliation 

Pass through variances are shown in Table 28 below. 

Table 28: Pass-through Variances 

 

Explanation of material variances 

The Commission does not specify what ‘material’ is and so it is left up to EDBs to determine 

materiality.  As a general rule, we assess anything with a variance of more than 5%.  

Materiality is then established based on the variance in whole dollars and as a percentage 

before a decision is made to determine a variance material and an explanation provided. 

It has been noted that in the year ending 31 March 2019, the pass-through variances were 

subject to some volatility.  Most notably the Commerce Act levies for the year which was 

over double the forecasted costs (104.2%).  The forecast costs for the Commerce 

Commission levies were a sound calculation.  The Commerce Commission’s estimated costs 

were significantly higher than previous years. 

The other levies and rates combined had a minimal impact on the overall variance.  The 

variance can be attributable to the Commerce Act levies having a $50,000 increase. 

 

                                                      
4 http://www.alpineenergy.co.nz/disclosures 
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Rates on system fixed assets have a variance of $18,672 or 24.6%.  Comparing the dollar 

variance to the total pass-through costs, we establish that this variance at 5%.  The 

Electricity Authority levies have a variance of -$21,875 or -13.6%.  Comparing the dollar 

variance to the total pass-through costs, we establish that this variance at -6%.  Whereas 

Electricity and Gas Complaints Commission (EGCC) levies have a variance of $2,790 or 

17.6%. Comparing the dollar variance to the total pass-through costs, we establish that this 

is an immaterial variance at less than 1%.  These three levies added up total $413, 

establishing an immaterial variance in relation to the overall variance. 

Recoverable cost reconciliation 

Recoverable cost variances are shown in Table 29 below. 

Table 29: Recoverable Costs Variances 

 

The New investment contract charges were 308,667 (or 20.3%) more than forecast. The 

forecast was based on the average of the first six months’ charges released by Transpower 

in November 2017. The charges were forecast to be $126,541, and the actual was $152,280 

which resulted in a variance of $25,738 per month.  

The Quality incentive adjustment is $166,099 (or 6.1%) higher than what we forecast.  We 

forecast the Quality Incentive adjustment by using the quality incentive adjustment from 

the 2017 Annual Compliance Statement as shown in Extract 5 below.   

Extract 5: Quality Incentive adjustment 2017  
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Appendix F – Quality Standard Compliance 
Calculations 

Reliability Limits 

Our reliability limits and boundary values are shown in Table 30 below. 

Table 30: Reliability Limits and Boundary Values 

 

Our year end SAIDI and SAIFI performance pre-normalisation (raw data) and post 

normalisation (adjusted data) is shown in Table 31 and Table 32 respectively below. 

Table 31: SAIDI Assessed Values 

 

Table 32: SAIFI Assessed Values 

 

Reliability Limits 

We experienced three major event days (MEDs) during the assessment period.  The first 

MED was caused by a wind storm on 3 May causing a broken binder off an insulator causing 

a burnt pole.  The second MED was caused by another broken binder on 8 May.  The third 

MED was caused by a cable strike by a third party on 20 October. 

 154.155 

 1.507 

 9.175 

 0.072 

 164.221 

 1.694 SAIFI Limit 2010-2015 regulatory period

SAIDI Limit 2015-2020 regulatory period

SAIFI Limit 2015-2020 regulatory period

SAIDI Unplanned Boundary Value 2015-2020 regulatory period

SAIFI Unplanned Boundary Value 2015-2020 regulatory period

SAIDI Limit 2010-2015 regulatory period
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Table 33 below shows the pre-normalised SAIDI minutes, and Table 34 below shows the pre-

normalised SAIFI interruption for the MED experienced.  

Table 33: Event Days exceeding SAIDI Boundary Value  

 

Table 34: Event Days exceeding SAIFI Boundary Value  

 

Prior period assesses values 

Prior period assed values are shown in Table 35 below. 

Table 35:  Prior period assed values 
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Appendix G – Quality incentive scheme 

This assessment period is the third period that the quality incentive scheme applies.  Under 

the scheme, we have gained a $124,134 incentive for our performance against the quality 

standards.  The incentive may be collected from customers via pass-through prices effective 

as at 1 April 2020. Table 36 below details the SAIDI incentive calculation.  

Table 36:  SAIDI Incentive  

 

Table 37 below details the SAIFI incentive calculation.  

Table 37:  SAIFI Incentive 
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Appendix H – Policies and Procedures for Recording 

SAIDI and SAIFI 

We apply the following policies and procedures to record our SAIDI and SAIFI: 

 all planned and unplanned outages 3.3kV and above are recorded 

 outages less than 1 minute are reported but do not affect SAIDI and SAIFI 

 outages are recorded on ‘Interruption to Supply’ forms by the Network Operator 

 the ICP database is interrogated for consumer numbers in the outage area 

 monthly reports are prepared for executive management and the Board. 

Figure 1 over page outlines our process for recording outages. 
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Figure 1: Process for recording outages 


