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1. Summary 

Powerco is required to annually report on compliance with its price and quality path 

Powerco Limited’s gas distribution business (Powerco) is subject to regulation under the Commerce Act 1986. 

The Commerce Commission (Commission) has set a default price-quality path (DPP) which applies to all non-

exempt gas distribution businesses (GDBs) including Powerco.  

The DPP requirements are set in the Gas Distribution Services Default Price-Quality Path Determination 20171 

(the Determination). Each year Powerco must report on compliance with two aspects of the Determination: 

a) the price path (demonstrating that actual revenue is below allowed revenue), and 

b) the quality standards (time taken to respond to emergency calls). 

 

Powerco must disclose an annual compliance statement (Statement) which includes information relevant to the 

assessment of its performance.  The DPP is based on a regulatory period of 5 years, from October 2018 to 

September 2022. This 2022 assessment period is the fifth under the current default price-quality path.  

 

 

Powerco is compliant with the price path and quality standards for the year ended September 2022 

This Statement confirms that Powerco:  

 complied with the price path and the quality path for this 2022 assessment period (1 October 2021 - 30 

September 2022) 

 not undertaken a restructure of prices during this assessment period. 

 has not completed any amalgamations, mergers, transfers or major transactions in this assessment 

period. 

 

Appendix D provides the detailed compliance requirements from the Determination and references to the 

relevant information included in this Statement.   

Powerco published this statement on the 9th December 2022. A copy is available at Powerco’s principal office 

(Powerco, Level 2, 84 Liardet Street New Plymouth. The Statement is published on Powerco’s website 

(www.powerco.co.nz) and additional copies can be provided on request.  

  

 
1 https://comcom.govt.nz/__data/assets/pdf_file/0017/62252/2017-NZCC-15-Gas-Distribution-Services-DPP-Determination-2017-29-May-

2017-.pdf 
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2. Assessment against the price path 

In this section, Powerco demonstrates compliance with the price path requirements of section 8 of the 

Determination.   

 

For presentation purposes, the tables set out in this section contain aggregates of the price and quantity 

information. While the dollar balances in all pricing tables are rounded to the nearest thousand dollars, the 

underlying compliance calculations apply to the whole number. More detailed information is contained in 

appendix A.   

 

2.1 Summary of price path compliance information 

Clause 8.3 of the Determination states that to demonstrate compliance with the price path, 

 

the notional revenue (NRt) of the GDB in an assessment period must not exceed the allowable notional 

revenue (ANRt) for the assessment period. 

 

As demonstrated by table 1, Powerco complies with the price path for the assessment period. 

Table 1: Price path results for this assessment period 

DPP requirement NRt       ≤      ANRt 

Powerco’s result ($000) 53,532   ≤   53,585 

Compliance test Complies 
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2.2 Allowable notional revenue and notional revenue 

The first step is to calculate what should have been allowed for 2022: actual allowable revenue. The 

Determination defines actual allowable revenue as in table 2.  The calculation of each component is explained in 

subsequent sections. 

 

 

2.2.1 Calculating allowable notional revenue 

Allowable notional revenue for the 2022 assessment period is calculated in accordance with equation 2 of 

schedule 4 of the Determination.  

Table 2: Calculating Powerco’s allowable notional revenue (ANR) 

ANR2022 =�∑ ��,2021��,2020 − ��2021� + 
2021) + ��
�2021 − 
�2021))�� +  ∆���2022)�� − �)) 

Calculation components Value 
Total 

($000) 

Pi,2021Qi,2020  represents the allowable notional revenue, prior to any 

adjustments, for the assessment period ending September 2022.  This is 

the sum of all products of the 2021 prices for each lines service and 

corresponding quantities for the year ending September 2020.  

 

54,665 

(K2021 + V2021) is the sum of all pass-through and recoverable costs 

included in pricing in the prior assessment period. 

 
(1,910) 

(ANR2021 - NR2021) represents the revenue differential adjustment, which 

is the difference between the allowable notional revenue and the 

notional revenue for the previous pricing period. 

 

57 

(1+ ∆CPI2022) is the change in the consumer price index (CPI) stipulated 

in the “all Groups Index SE9A” as published by Statistics New Zealand 

and calculated in accordance with schedule 4 of the Determination.  

1.0146  

(1-X) where X is the rate of change as specified in Schedule 2 of the 

Determination. For the 2018 to 2022 regulatory period X is set to zero. 
1  

ANR2022 is the total allowable notional revenue for the 2022 

assessment period. 
 53,585 
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2.2.2 Calculating notional revenue 

Notional revenue is the product of each price during any part of the assessment period multiplied by the 

relevant quantity for the assessment period ending two years prior. The formula to calculate notional revenue is 

specified in clause 8.4(a) of the Determination. 

Table 3: Calculating Powerco’s notional revenue (NR) 

NR2022 =�∑ ��,2022��,2020 − ��2022� + 
2022 )) 

Calculation components 
Total 

($000) 

Pi,2022Qi,2020  represents the notional revenue for the assessment 

period ending September 2022.  This is the sum of all products of the 

2022 prices for each lines service and corresponding quantities for the 

year ending September 2020. 

Refer to appendix A for detail. 

55,488 

(K2022 + V2022)  is the sum of all pass-through and recoverable costs 

included in pricing in the current assessment period. 
(1,956) 

NR2022 is the total notional revenue for the 2022 assessment 

period. 
53,532 
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2.3  Pass-through and recoverable costs  

The Determination allows for the inclusion of pass-through and recoverable costs in pricing if they are known at 

the time prices are set and have not been previously recovered or will not be able to be recovered other than 

through prices. Pass-through and recoverable costs are defined in clauses 3.1.2 and 3.1.3 of the Gas Distribution 

Services Input Methodologies Determination 2012.   

Pass-through costs include: 

 Rates on system fixed assets 

 Gas Act levies 

 Commerce Act levies 

 Electricity and Gas Complaints Commissioner Scheme (EGCC) levies 

 Levies under the Commerce (Levy for Control of Natural Gas Services) Regulations 2005 

 

Recoverable costs include: 

 Claw back applied by the Commission 

 Costs relating to a CPP application 

 

Pass-through and recoverable costs included in pricing 

Each year Powerco sets draft pricing around April and finalises it in July to take effect on 1 October. Pass-through 

and recoverable costs known at the point pricing is finalised may be included in pricing. Table 4 contains costs 

included in 2022 pricing.   

Table 4: Pass-through and recoverable costs included in 2022 pricing 

Pass-through and recoverable costs incurred 
Total 

($000) 

Pass-through costs   

Rates  1,352 

Commission levies 334 

Utilities Disputes levies 62 

Recoverable costs   

Capex wash-up* 36 

Pass-through and recoverable costs included in 2022 pricing  1,784 

* The discount rate applied to the capex wash-up is 5.85% and is set by the Commission. 

 



DPP Compliance Statement 2022 

 
 Page 8 of 25

The formula to calculate the time value of pass-through costs is prescribed by equation 3 of schedule 5 of the 

Determination. The formula to calculate the capex wash-up adjustment is prescribed by the equation set in 

clause 3.1.3(1)(h) of the Gas Distribution Services Input Methodologies Determination 2012.  

Table 5: Time value of money adjustment 

Pricing period costs incurred  
2020  

($000) 
2021 

($000) 
Total 

($000) 

Amount of pass-through costs paid in the 
period 

1,569 178 1,747 

Amount of recoverable costs paid in the 
period  

0 36 36 

Total pass-through and recoverable costs paid 
in the period  

1,569 214 1,784 

Total pass-through and recoverable costs 
included in 2022 pricing adjusted for the 
time value of money* 

1,722 234 1,956 

* The discount rate applied to pass-through costs is 4.76% and set in the Determination. 

 

 

2.4  Price restructuring 

The Determination specifies that any restructure of prices is required to be disclosed. Powerco considers a 

restructure of prices means either: 

a) combining two or more consumer groups into one consumer group; or 

b) separating a consumer group into two or more new consumer groups; or 

c) adding a new consumer group. 

 

Powerco has not restructured its pricing during this assessment period. 
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3. Assessment against the quality path 

In this section Powerco demonstrates compliance with the quality standards in section 9 of the Determination.   

3.1 Summary of quality path compliance information 

Clause 9.1 of the Determination states that to demonstrate compliance with the quality standards, 

a GDB’s RTE (response time to emergencies) values for an assessment period must be such that: 

 

a) of the total of all RTE’s, the percentage greater than 60 minutes does not exceed 20%; and 

b) the RTE to any emergency does not exceed 180 minutes.  

 

As demonstrated by table 6, Powerco complies with the quality path for the assessment period. 

Table 6: Quality path results for this assessment period 

DPP requirement RTE > 60 mins  RTE > 180 mins  

Powerco’s result 5% 0% 

DPP standard 20% 0% 

Compliance test Complies Complies 

 

An emergency is defined under the Determination as meaning: 

 

a) an unplanned escape or ignition of gas that requires the active involvement2 of any emergency service 

(e.g. fire service or ambulance); 

b) an unplanned disruption in the supply of gas that affects more than five installation control points; or 

c) an evacuation of a premises as the result of escape or ignition of gas. 

 

The assessed results are calculated from a dataset that covers the period 1 October 2021 to 30 September 2022. 

The incident data and calculations for the response times to emergencies are included in appendix B. 

Emergencies may be excluded from the dataset if the Commission has granted an exclusion in writing. Powerco 

confirms that for this assessment period it did not have any emergencies the Commission determined may be 

excluded from the RTE values, nor does Powerco have any excluding requests pending a decision by the 

Commission for the assessment period. 

  

 
2 Active involvement includes actions such as establishing safety cordons, the use of firefighting equipment or providing medical or first aid 

treatment. 
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3.2 Reliability policies and procedures 

3.2.1 Recording emergency events  

Each event affecting the gas distribution system reported to Powerco is recorded in Powerco’s Outage 

Management System (OMS) by personnel in Powerco’s Network Operations Centre (NOC). Data recorded 

includes: 

 if the event is planned or unplanned; 

 time of call; 

 time of arrival of personnel onsite; 

 if emergency services are involved; 

 if premises are evacuated; 

 if Powerco’s assets are involved; 

 number of connections affected; and 

 event closure codes. 

 

The process of collecting and reviewing data for the calculation of the RTE metric is illustrated in flow diagrams 

included in appendix C. 

3.2.1.1 Initial recording and response 

At the time of initial notification, all contributing factors may not be apparent.  Examples include an accurate 

count of customers affected, the type of equipment that has failed, and confirmation that a gas leak has 

occurred. 

Powerco initially classifies any notification received from an emergency service as an emergency event. This is 

independent of any further action that the emergency service may or may not take.  

Following initial notification of an event the responding field operative will call NOC to confirm all relevant event 

data. It may not be until this point that a job meets the criteria to be classified as an emergency. Conversely, it 

may be the case that an emergency classification is changed if for example a reported smell of gas is not 

confirmed on site. Occasionally the site may be evacuated sometime after the initial call to NOC.  

3.2.1.2  Post event paperwork 

The field operative records event data on a datasheet (form 390F140). This acts as a further record of the event 

details. These datasheets are held by the service provider and provided to Powerco. The forms are checked 

against the original entries in OMS by the gas operations team. This check typically verifies the information 

initially recorded.   

If required, OMS records are updated. Changing OMS records is restricted to designated users.  
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3.2.1.3  Regular emergency response checks and reporting 

OMS data is imported daily to a data warehouse. RTE information is extracted from the data warehouse through 

a Business Objects reporting tool on a weekly and monthly basis for review. All records assessed as being an 

emergency are individually checked by the gas asset intelligence analyst.   

The percentage of emergencies responded to within 60 minutes and within 180 minutes is calculated for the 

current month and on a cumulative assessment year basis. These figures are compared to Powerco’s internal 

targets and reported to the gas management team monthly. The cumulative results are reported in the 

management report to the Board as required.  

The time taken to respond to an emergency is calculated as being the difference between the time stamped 

entry of the initial call to NOC and OMS entry, and the time recorded by the field operative as the on-site time. 

3.2.1.4  Preparation for disclosure 

The Determination definition of an emergency is narrower than that used by Powerco for internal reporting. 

Therefore, the results from internal reporting are filtered to only select emergency events as defined in the 

Determination. For example, any events that are not associated with Powerco distribution assets or minor faults 

where no emergency response was required are removed as these do not fall within the Determination definition 

of emergency. 

3.2.1.5  Escalation of exceptions 

The gas asset intelligence analyst confirms Powerco remains compliant with the quality standard each week once 

the OMS checks have been completed. Any confirmed instance where the response time is greater than 180 

minutes, or it is possible that more than 20% of emergencies have exceeded 60 minutes, must be reported 

immediately to all the following: 

 Gas Asset Strategy Manager 

 Gas Operations Manager 

 General Manager Gas 

 Head of Policy, Regulation, and Markets 

 General Manager Customer 
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4. Major transactions 

Powerco has not completed any amalgamations, mergers, transfers or major transactions in this assessment 

period. 
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5. Directors’ certificate 
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6. Auditor’s report 
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7. Appendices  

The following list of appendices provides further information supporting this Statement. 

Appendix reference Information provided 

A – Calculating notional revenue The price and quantity information used in the 

calculation of notional revenue for the assessment 

period. 

B – Response time to emergency incidents The incident data and calculations for the response 

times to emergencies. 

C – Recording the response time to 

emergencies statistics 

Flowchart format the process described in section 3.2. 

D – Compliance references References the compliance requirements of the 

Determination and where they are evidenced in this 

Statement. 
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Appendix A – Calculating notional revenue 

 

This table summarizes the price and quantity information used to calculate notional revenue for the assessment 

period. Prices include pass-through and recoverable costs. 
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Appendix B – RTE incident data 
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Appendix C – Recording the response time to emergencies statistics 

The process of collecting and reviewing data for the calculation of the response time to emergencies metric is in 

diagram 1 and diagram 2 below. Diagram 1 describes the process steps to collect interruption information and 

recording response time to emergencies. Diagram 2 describes the review process undertaken to ensure the 

information recorded is correct. 

Diagram 1: Process - recording response time to emergencies 
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Diagram 2: RTE reporting process 
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Appendix D – Compliance statement references 

Determination 

clause 

Determination requirement Compliance 

statement section 

 Price path  

8.3 The NR of a GDB in an assessment period must not exceed the ANR for 

the assessment period. 
2.1 

 Quality standards  

9.1 A GDB’s RTE values must be such that: 

a) of the total of all RTE’s, the percentage greater than 60 minutes 

does not exceed 20%; and 

b) the RTE to any emergency does not exceed 180 minutes.  
3.1 

9.2 – 9.4 Except in instances where the Commission has determined in writing 

that the GDB has a reasonable excuse for not responding to an 

emergency within 180 minutes and can be treated as having complied 

with the quality standard for that emergency. 

 Transactions  

10.1 If a GDB completes an amalgamation or merger during the assessment 

period with another GDB subject to a DPP, the ANR and NR, and the 

total number of emergencies of the combined GDB are summed. 

4 

 

10.2 If a GDB completes a transfer during an assessment period, the GDB 

must increase or decrease the ANR and NR for that assessment period 

as specified in schedule 6. 

10.3 A GDB must notify the Commission in writing within 30 working days of 

completing an amalgamation, merger, transfer or transaction. 

 Compliance statements  

11.1 Every GDB must: 

a) provide to the Commission a written compliance statement 

within 50 working days following the end of each assessment 

period; 

b) make its compliance statement, the director’s certificate and the 

assurance report publicly available 5 working days after 

providing it to the Commission; and  

c) provide to the Commission schedules reflecting prices and 

quantities disclosed in an electronic format with its annual 

compliance statement. 

N/a, actioned on 

completion 

11.2 The compliance statement must: 

a) state whether the GDB has complied with the price path and 

the quality path for the assessment period, and whether there 

has been a restructure of prices during the assessment period; 

b) state the date the statement was prepared; 

c) include a certificate in the form set out in schedule 7 of the 

Determination, signed by at least one Director of the GDB; and 

 

1 

 

 

1 

5 
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d) be accompanied by an assurance report meeting the 

requirements specified in schedule 8 of the Determination. 

6 

11.3 The compliance statement must include any information reasonably 

necessary to demonstrate whether the GDB has complied with: 

a) the price path (including but not limited to): 

i. the amount of ANR, the amount of NR, prices, quantities, 

units of measurement associated with all numeric data and 

other relevant data, information and calculations; 

ii. the amounts of pass-through costs and recoverable costs 

that were used to calculate ANR and NR, and supporting 

data, information and calculations used to determine those 

amounts, including when each pass-through cost and 

recoverable cost amount was paid and the period to which 

those costs relate; 

iii. if the GDB has not complied with the price path, the reason 

for non-compliance; and 

iv. if the GDB has not complied with the price path, actions 

taken to mitigate any non-compliance and to prevent 

similar non-compliance in future assessment periods. 

b) The quality standards (including but not limited to): 

i. relevant incident data and calculations; 

ii. a description of policies and procedures which the GDB has 

used for recording the RTE statistics for the assessment 

period; 

iii. a list of all emergencies where the Commission has 

determined that the GDB can be treated as having 

complied with the quality standard for that emergency, and 

any exclusion requests that are pending a decision by the 

Commission for the assessment period; 

iv. if the GDB has not complied with the quality standard, the 

reason for not meeting the quality standard; 

v. if the GDB has not complied with the quality standard, 

actions taken to mitigate any non-compliance and to 

prevent similar non-compliance in future assessment 

periods; and  

vi. where a quality standard has not been met, for each 

emergency which exceeded the RTE for the quality 

standard, a description of the emergency including the 

nature, cause and location; and the number of consumers 

affected by the emergency. 

 

 

 

 

2.1, 2.2, app A 

 

 

  

2.3 

 

 

 

 

N/a 

 

N/a 

 

 

 

3.1, app B 

3.2, app C 

 

 

3.1 

 

 

 

 

N/a 

 

N/a 

 

 

 

N/a 

11.4 If a GDB has restructured its prices that first applied during the current 

or preceding assessment period: 

a) the compliance statement must state the nature of the 

restructure of prices and identify the consumer groups 

impacted by the restructure of prices; and 

b) if the GDB has derived quantities under clause 8.8 for the 

purposes of calculating NR and/or ANR the compliance 

statement must include: 

 

 

2.4 
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i. the methodology used to derive the quantities in place of 

actual quantities that corresponds to each restructured 

price; 

ii. the derived quantities corresponding to each restructured 

price determined by the GDB for that assessment period, 

and the actual quantities; and 

iii. an explanation for any difference between the actual 

quantities and the derived quantities. 

11.5 If a GDB participates in an amalgamation, merger or transfer, the 

compliance statement for that assessment period must: 

a) state whether the GDB has complied with clauses 10.3 – 10.5; 

b) include any information or calculations that are reasonably 

required to demonstrate compliance with clauses 10.3 – 10.5; 

and 

c) if the GDB has not complied with clauses 10.3 – 10.5 in any 

respects, identify how it has failed to comply and state the  

reasons for the non-compliance. 

 

 

4 

 

 

4 

 

 

N/a 
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