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1. PURPOSE OF THIS DOCUMENT 

Electricity Ashburton Limited trading as EA Networks provides electricity distribution services 

predominantly between the Rangitata and Rakaia rivers, an area that covers 3500 km². We receive 

electricity from Transpower’s national grid and distribute this electricity to approximately 21,000 

homes and business that are connected to our network. 

We charge electricity retailers on a wholesale basis for this delivery service.  Retailers, in turn,  
include this cost in their retail electricity prices ‐ our delivery charges, including Transpower’s  
charges, typically amount to 24% of a household’s electricity bill. 
 
As a natural monopoly service provider, we are subject to government regulation under the  
Commerce Act 1986.  Pursuant to the requirements of this Act, the Commerce Commission has set  
a regulatory framework that includes information disclosure regulations, default price‐quality paths  
(DPP) and the option for distribution businesses to apply for a customised price‐quality path (CPP).  
 
EA Networks is subject to the Electricity Distribution Services Default Price‐Quality Path Determination  
2020 (the Determination) set by the Commerce Commission and applying for the five‐year  
regulatory period from 1 April 2020 to 31 March 2025.  
 
The Determination requires us to issue an “annual price‐setting compliance statement” prior to the  
start of each assessment period, as well as an “annual compliance statement” within 5 months after  
the end of each assessment period to demonstrate compliance, or otherwise, with the  
requirements of the Determination.  
 
This annual price‐setting compliance statement covers the information requirements detailed in  
clause 11 of the Determination in relation to prices applying from 1 April 2023 to 31 March 2024,  
the fourth assessment period in the five‐year regulatory period 
 

 

2. DATE OF COMPLETION 

This updated statement was completed on 13 March 2023 and approved for release by EA Networks 

Directors.  
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3 DIRECTORS’ CERTIFICATE  

We, Paul Jason Munro and Andrew David Barlass, being directors of Electricity Ashburton Limited 

trading as EA Networks certify that, having made all reasonable enquiry, to the best of our knowledge 

and belief, the attached annual price-setting compliance statement of EA Networks, and related 

information, prepared for the purpose of the Electricity Distribution Services Default Price-Quality 

Path Determination 2020 has been prepared in accordance with all the relevant requirements, and all 

forecasts used in the calculations for forecast revenue from prices and forecast allowable revenue are 

reasonable.  

 

__________________ __________________ 

Paul Jason Munro Andrew David Barlass 

 

13 March 2023   
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4.DEMONSTRATION OF COMPLIANCE  
 
Clause 8.4 of the Determination requires that forecast revenue from prices in respect to the second  
to fifth assessment periods does not exceed the lesser of:  

• forecast allowable revenue for that assessment period; and  

• forecast revenue from prices in the previous assessment period plus 10%.  
 

EA Networks complies with the price path for the assessment period 1 April 2023 to 31 March 2024, as 

demonstrated below: 

Demonstration that forecast revenue from prices does not exceed forecast allowable revenue for 
the assessment period  

  $000 

Forecast allowable revenue  48,096 

Forecast revenue from prices 45,901 

Compliance test: 
Comply with the test because forecast revenue from prices is less than forecast allowable revenue. 

 

Demonstration that forecast revenue from process does not exceed forecast revenue from prices 
in the previous assessment period plus 10% 

 $000 

Forecast revenue from prices from previous assessment period 41,739 

Limit on annual percentage increase in forecast revenue from prices 10% 

Maximum allowable forecast revenue from prices 45,913 

Forecast revenue from prices for the current assessment period 45,901 

Compliance test: 
Comply with the test as the forecast revenue from prices for the current period is less than the 
maximum allowable forecast revenue from prices. 

 

Note that all prices, charges, costs and revenue figures in this document are stated exclusive of GST 

The remainder of this document contains more details about the costs and assumptions that underpin 

these forecasts. Section 5, details how forecast allowable revenue was calculated. Section 6 and 

Appendix B provide information about forecast revenue from prices. 

EA Networks complies with the price path in clause 8.4 of the Determination.  
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5 CALCULATING FORECAST ALLOWABLE REVENUE  
The 2023/24 assessment period is the fourth annual assessment period under the Determination. EA 

Networks forecast allowable revenue for each annual assessment period is determined in accordance 

with the following: 

 Forecast allowable revenue = Forecast net allowable revenue  
  + Forecast pass-through and recoverable costs  
  + Opening wash-up account balance 

+ Pass-through balance allowance 
 

    
The calculation of EA Networks forecast allowable revenue for the 2023/24 assessment period is 

provided in table below. 

 

EA Networks forecast allowable revenue 2022/23  

Calculation Components Amount ($000) 

Forecast net allowable revenue  35,286 

Forecast pass-through and recoverable costs  11,645 

Opening wash-up account balance 1,165 

Forecast allowable revenue  48,096 

 

The four components of forecast allowable revenue for the 2023/24 assessment period are described 

in more detail below. 

5.1 Forecast net allowable revenue 

Forecast net allowable revenue for the assessment period is specified in Schedule 1.4 of the 

Determination.  

For the 2023/24 assessment period, the amount is $35,286k.  
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5.2 Forecast pass-through and recoverable costs  

Pass-through and recoverable costs have the meanings given in the IMs. 

This represents the sum of all forecast pass-through and recoverable costs, excluding any recoverable 

cost that is a revenue wash-up down amount. Schedule 1.5 of the Determination requires that the 

forecast must be demonstrably reasonable.  

The table below details pass-through and recoverable costs which relate to EA Networks and the 

associated forecasting method. 

 Forecast method IM Reference ($000) 

    
Forecast pass-through costs    
Commerce Commission levies Historical charges with CPI adjustment 3.1.2(2)(b)(i) 180 
Electricity Authority levies Historical charges with CPI adjustment 3.1.2(2)(b)(ii) 105 
Utilities Disputes levies Historical charges with CPI adjustment 3.1.2(2)(b)(iii) 13 
Council rates Historical charges with CPI adjustment 3.1.2(2)(a) 254 

   
Total forecast pass-through costs  552 
    
Forecast recoverable costs    

Incentives    
IRIS incentive adjustment Commerce Commission spreadsheet 3.1.3(1)(a) 137 
Quality incentives Calculated in accordance with the 

Determination schedule 4. Refer to EA 
Networks annual compliance statement 
for the year ended 31 March 2022 for 
further details (Reliable external 
information). 

3.1.3(i)(o) 17 

    

Transpower charges    
Connection Notified by supplier 3.1.3(1)(b) 304 
Residual Notified by Supplier 3.1.3(1)(b) 8,788 
Benefit  Notified by Supplier 3.1.3(1)(b) 1,155 
Transitional cap Notified by Supplier 3.1.3(1)(b) 39 
New investment Notified by Supplier 3.1.3(1)(c) 54 
    

Other recoverable cost     
Capital wash-up adjustments Calculated in accordance with IM 

reference 3.1.3(8) (reliable external 
information).  

3.1.3(i)(p) 532 

Fire and Emergency New 
Zealand levy 

Historical charges with CPI adjustment 3.1.3(i)(W) 68 

  
Total forecast recoverable costs  11,093 

     

Forecast pass-through and recoverable costs 11,645 
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Our forecasting approaches 

We use the following three approaches to forecast recoverable and pass-through costs: 

• Notified by suppler   

• External information 

• Historical costs with CPI adjustments 

Notified by suppler 

When the supplier has advised us of its cost for the year, we use that amount as the forecast. 

External information 

When the pass-through cost is an incentive or wash-up item and the associated cost has not been 

formally notified to us, we have based our forecast on the output of an external suppler (Commission) 

excel workbook.  

Historical charges with CPI adjustments  

When the above two methods do not result in a demonstrably reasonable forecast, we use historical 

costs available as of 1 December 2022 adjusted by CPI. 

Our internal budgeting process uses CPI forecast as a predictor of likely future costs in the absence of 

better information. This means our approach to determining the likely pass-through costs is consistent 

with our financial modelling on which we base business decisions.  

We have based our CPI adjustment on the Westpac CPI forecast issued 12 December 2022.  

The forecasting approach is consistent with the prior periods approach to estimating pass-through and 

recoverable costs.  

5.3 Opening wash-up account balance 

The calculation of the opening wash-up account balance is defined in Schedule 1.7 of the determination 

as: 

(wash-up amount for the previous assessment period – voluntary undercharging amount foregone for 

the previous assessment period) × (1 + 67th percentile estimate of post-tax WACC)2 

The wash-up amount for the pervious assessment period was calculated in our annual compliance 

statement for the year ended 31 March 2022 as $1,072k. The calculation is downloadable at:. 

https://www.eanetworks.co.nz/assets/PDFs/Disclosures/2022/EA-FINAL-Networks-Annual-

Compliance-Statement-2022-Stamped-incl-opinion.pdf 

The 31 March 2022 annual compliance statement shows that the value of the voluntary undercharging 

amount forgone is nil. 

The determination set the  67th percentile estimate of post-tax WACC at 4.23% 

Applying the above information to the required formula, gives an opening wash-up value of  

$1,072k x (1+4.23%)2  = $1,165k 
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6 CALCULATING FORECAST REVENUE FROM PRICES 
EA Networks’ forecast revenue from prices is equal to prices for the assessment period multiplied by 

the forecast quantities they apply to. The Determination requires that these forecasts are 

demonstrably reasonable.  

Our forecasting approach is driven by trends in observed chargeable quantities from prior years.  As 

the current year is not complete, we extract the actual quantities for the first part of the year and 

prepare an updated estimate for the remaining months and use this to inform our forecasts for the 

following year. 

We consider the appropriate trend for each chargeable quantity individually.  Our default approach is 

to apply a 4 year linear trend (using FY20 to FY23 actual quantities to forecast a quantity for FY24).  

We have used an alternative approach for specific quantities where we have information that 

supports an alternative approach, and the basis of these alternatives is noted in the worksheet. 

We are applying several structural changes to our prices that introduce new chargeable quantities.  

Forecasts for these quantities are based on equivalent prior measures (although these were not used 

for charging at the time), estimated uptake of the new options, or the initial settings that we intend to 

apply for the chargeable quantities (for example, the chargeable “booked capacity” that we are 

putting in place for our industrial customers). 

Appendix A shows each forecast together with prior year results and the method used for each 

forecast. 

Commentary on the categories that represent the main revenue contributors follows. 
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General connection fixed charges 

We observe a largely consistent (linear) growth in our connections, by number. 
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General connection volume charges 

Volumes are forecast for each general connection subcategory separately.  As prices are the same, the 

charts below show the total across all categories.   

Volume components are significantly affected by weather conditions.  In particular, residential heating 

is greater during cold winters and hot summer days, and the smaller irrigation connections contribute 

a lot more during dry summers. 

Although connection numbers are increasing, we are observing a slight downward trend in energy 

volumes as energy efficiency and alternative energy sources reduce consumption.  We expect this 

trend to reverse in future (beyond FY24) with a shift to electric vehicles and electrification of process 

heat. 

We have used a 4 year linear trend to forecast chargeable quantities for FY24. 
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We are also launching a new day vs night and weekend pricing option.  For the initial year we expect 

minimal uptake and have set nominally low values to reflect this expectation.  Forecast revenue is not 

sensitive to this quantity forecast as any new volumes will be matched by volume reductions in the 

volume components that the customers have shifted away from. 

Irrigation chargeable kW 

Irrigation is significantly constrained by ECAN resource consenting restrictions, and we expect any 

growth to be offset by the relinquishing of irrigation plant that is currently being maintained as a back 

up for the piped irrigation schemes that have been developed over the last few years.  For FY24 we 

have forecast the chargeable kW using a 3 year linear trend (excluding FY20 which predates the 

current flat trend). 

. 

 

 

 

 

 

 

 

 

Industrial category 

For FY24 we are moving to a booked capacity charging approach, where we charge based on the 

physical capacity available for each connection.  The previous approach was to charge based on the 

peak demand reached each month. 

We have assessed each customer separately to establish a booked capacity and will notify customers 

of this quantity with our updated pricing.  The total of these initial settings for the booked capacity is 

used as the forecast. 

We expect to see some upgrades and downgrades as customers respond to the new approach and 

adjust their supply capacity to better match their needs.  While changes will occur through the year, 

the initial setting is our best estimate for each customer and is used as the basis for the forecast. 
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Appendix A Quantity forecasts 
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Appendix B Calculation of forecast revenue from prices 

 

 


