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1.0 PRICE PATH AND QUALITY STANDARDS COMPLIANCE STATEMENTS 

1.1 Price Path 

GasNet has complied with its price path for the Second Assessment Period by not 
exceeding its Allowable Notional Revenue of $4,520,808 by a margin of $5,790 or 
0.13%. 

1.2 Quality Standards 

GasNet has complied with both quality standards in respect to GasNet’s response to 
the five Emergencies that occurred during the Assessment Period, with response 
times up to 41 minutes and therefore within the 60 minute and 180 minute thresholds. 

2.0 INTRODUCTION 

2.1 About GasNet 

GasNet Limited is 100% owned by Wanganui Gas Limited which is itself owned by 
Wanganui District Council Holdings Limited, a “Council Controlled Trading 
Organisation”. 

Wanganui District Council

Wanganui District Council 

Holdings Limited

Wanganui Gas Limited

GasNet Limited

 

GasNet Limited (“GasNet”) commenced trading on 1 July 2008 after purchasing the 
network and metering business from Wanganui Gas Limited. Previously GasNet had 
been operating as an independent trading division of Wanganui Gas Limited and was 
responsible for managing the network and metering assets for the company. 

2.2 Supply Area Coverage 

GasNet’s natural gas distribution network comprises approximately 10,000 
connections across 5 discrete distribution systems located within the Wanganui, 
Rangitikei and South Taranaki regions serving the following areas: 

• Wanganui; 

• Marton; 

• Bulls; 

• Flockhouse; and 

• Waitotara.  

With its origins as far back as the late 1800’s when gas was manufactured from coal, 
the Wanganui distribution system extends to virtually every street within the city, 
whilst the other 4 systems have all been constructed since the introduction of natural 
gas in the 1970’s and as a result, are not as extensive within the urban areas. 

  



  
Document No: Document Name: Approved: 12/12/2016 

Version:1.0 
GNM-011 Annual DPP Compliance Statement – 30 September 2016 Last Amended: N/A 

Responsible Manager: Effective From: N/A 
Page 4 of 15 

General Manager Review Due: N/A 

 

 

2.3 Default Price-quality Path Regime 

As a natural monopoly service provider, GasNet is subject to government regulation 
under the Commerce Act 1986. Pursuant to the requirements of this Act the 
Commerce Commission has set a default-price quality path (“DPP”) which applies to 
all suppliers of gas pipelines services as defined in the Act. 

The default price-quality path requirements are set out in the Gas Distribution 
Services Default Price-Quality Path Determination 2013 (“DPP Determination”).  

2.4 Annual Compliance Statement 

This Annual Compliance Statement has been prepared in accordance with the DPP 
Determination to demonstrate GasNet’s compliance or otherwise, with the 
requirements of the determination and covers the 12 month period from 1 October 
2015 to 30 September 2016. 

This statement has been prepared on 12 December 2016. 

3.0 ALLOWABLE NOTIONAL REVENUE 

In accordance with Equation 3 of Schedule 4 of the DPP Determination the Allowable Notional 
Revenue for the Pricing Period ending in 2016 (ANR2016)  is equal to: 

 
ANR2016 = (ΣiPi,2015 x Qi,2014 - (K2015 + V2015) + (ANR2015 - NR2015)) x (1 + ΔCPI2016) x (1 - X) 

Where: 

 

ΣiPi,2015 x Qi,2014 

 

is the revenue from all Load Groups based on the 2014 quantities and 
the 2015 prices for each individual Load Group as calculated in the 
Prices & Quantities Schedule in Appendix 1 ($2,200,140 for the Fixed 
Charges and $2,345,574 for the Variable Charges); and 

K2015 is the sum of all Pass-through Costs for the Pricing Year ending in 2015 
as previously disclosed and shown in Appendix 2 ($72,344); and 

V2015 is the sum of all Recoverable Costs for the Pricing Year ending in 2015,  
as previously disclosed and shown in Appendix 2 ($nil); and 

ANR2015  is the Allowable Notional Revenue for the Pricing Period ending in 2015 
(ANR2015)  as previously disclosed and shown in Appendix 2 
($4,526,327); and 

NR2015 is the Notional Revenue for the Pricing Period ending in 2015  as 
previously disclosed and shown in Appendix 2 ($4,519,657); and 

ΔCPI2016  
 

is the derived change in the CPI to be applied for the pricing Period 
ending in 2015 being equal to: 

 
ΔCPI2016 = 

(CPIJun 2014 + CPISep 2014 + CPIDec 2014 + CPIMar 2015) -  1 

 
(CPIJun 2013 + CPISep 2013 + CPIDec 2013 + CPIMar 2014) 

 
        = 

(1195 + 1199 + 1197 + 1195) 
-  1 

 (1176 + 1187 + 1188 + 1192) 

                 = 0.0091 
X is the rate of change specified in Schedule 2 of the DPP Determination (0). 

Therefore:  
ANR2016 =  (($4,545,714 – ($72,344 + 0) + ($4,526,327 – $4,519,657)) x (1 + 0.0091) x (1 - 0) 

 =  $4,520,808 
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4.0 PASS-THROUGH COSTS 

Pass-through Costs incurred by GasNet Limited include rates on system fixed assets payable 
to territorial local authorities, levies payable for the Electricity and Gas Complaints 
Commission Scheme of which GasNet Limited is a member, and levies payable under the 
Commerce (Levy for Control of Natural Gas Services) Regulations 2005. 

The following table provides the breakdown of Pass-through Costs incurred by GasNet 
Limited for the Pricing Year ending in 2016. 

 

When setting prices in accordance with GasNet’s published Pricing Methodology’s for the 
2013/14 and 2014/15 Pricing Years, each Pass-Through Cost had been identified, but the 
value assigned to each was based on a combination of known and estimated costs that would 
be payable during the Pricing Year. It had been GasNet’s view that these costs were 
“ascertainable” in that each transaction was identifiable at the time that prices were set, 
despite not always knowing the exact amount that would be payable.  

On 16 April 2015 the Commerce Commission sought clarification on this approach and 
whether it satisfied the requirements of the “Gas Distribution Services Default Price-Quality 
Path Determination 2013” which states that: 

 

GasNet sought further clarification from the Commission on the determination requirements 
and whilst it was not provided by the time that prices needed to be set, the Pass-through 
Costs that were provided for in the 2015/16 Pricing Methodology were only those transactions 
for which the exact amounts could be identified at that time. As a direct result the Pass-
through Costs shown in the above table do not provide for all costs paid during the  2015/16 
year but have been provided for in the prices set for the 2016/17 Pricing Year in accordance 
with the 2016/17 Pricing Methodology published on 26 July 2016. 

 
5.0 NOTIONAL REVENUE 

In accordance with Clause 8.5 of the determination the Notional Revenue for the Pricing 
Period ending in 2016 (NR2016) is equal to: 

 
NR2016 = ΣiPi,2016 x Qi,2014 - (K2016 + V2016) 

 

Where: 

1 October 2015 to 

30 September 2016

Cost 

Incurred

Time Value 

Adjustments
Cost Incurred

Commerce Commission -$               -$                        -$                             -$              

Electricity & Gas Complaints Scheme -$               -$                        2,093.57$                   2,093.57$    

Rates 5,550.58$     298.62$                 28,684.41$                34,533.61$ 

5,550.58$     298.62$                 30,777.98$                36,627.18$ 

Timing of Payment

Prior to 1 October 2015
Total

ΣiPi,2016 x Qi,2014 

  
 

is the revenue from all Load Groups based on the 2014 quantities and 
the 2016 prices for each individual Load Group as calculated in the 
Prices & Quantities Schedule in Appendix 1 ($2,243,184 for the Fixed 
Charges and $2,308,461 for the Variable Charges); and 
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6.0 COMPLIANCE WITH THE PRICE PATH 

In accordance with Clause 8.4 of the DPP Determination the Notional Revenue for the 
Assessment Period must not exceed the Allowable Notional Revenue for the same period: 

 

ANR2016 ≥ NR2016 

Where: 

7.0 RESTRUCTURING OF PRICES 

Consistent with its 2015/16 Pricing Methodology published on 31 July 2015, GasNet planned 
to introduce a new pricing structure from 1 October 2015 that will result in a reduction in Load 
Groups that are more closely aligned to that of other gas distribution network operators in 
New Zealand. However whilst originally planned for 1 October 2015 the implementation has 
been deferred a further year following further refinements in the new pricing structure. 
Accordingly it is now planned to introduce the new pricing structure from 1 October 2016. 

With the objective of moving to the new Load Groups whilst minimising possible price shock 
to consumers, GasNet retained the existing Load Groups for the 2014/15 and 2015/16 Pricing 
Years but varied prices for each based on the prices that will apply when the new Load 
Groups are introduced. The following table is an extract from the 2015/16 Pricing 
Methodology that shows the transition from the existing to the proposed Load Groups. 

K2016 is the sum of all Pass-through Costs for the Pricing Year ending in 
2016 as calculated in Pass-through Costs (Section 4.0) above 
($36,627); and 

V2016 is the sum of all Recoverable Costs for the Pricing Year ending in 2016, 
which is nil as GasNet incurred no such costs. 

Therefore:  

NR2016 =  $2,243,184 + $2,308,461 - (36,627 + 0) 

 =  $4,515,018 

ANR2016  
 

is the Allowable Notional Revenue for the Pricing Period ending in 2016 as 
calculated above ($4,520,808); and 

NR2016  
 

is the Notional Revenue for the Pricing Period ending in 2016 as calculated 
above ($4,515,018); and 

Therefore:  

$4,520,808 > $4,515,018 

So the condition is satisfied 
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Further information on the restructuring of prices can be found within the Pricing Methodology 
documents published on GasNet’s website (www.gasnet.co.nz/disclosures). 

8.0 EMERGENCIES DURING THE ASSESSMENT PERIOD 

There were five events that occurred during the Assessment Period that met the criteria as 
an Emergency pursuant to the DPP Determination.  

The first event 11 November 2015 involved a network operation where a new connection was 
being made to a shared service pipe. The connection work resulted in 7 other supplies being 
interrupted. Although brief notice was given to consumers affected the notice period was less 
than one day and therefore deemed to be unplanned. 

The second event on 20 December 2015, involved the Fire Service which was called to a 
service riser damaged by a car which drove into a fence behind which the gas meter 
installation was located. 

The third event on 23 May 2016, involved the loss of gas supply during an unplanned 
disruption to 6 ICPs during a network operation to repair a gas leak on a service valve. 
Although brief notice was given to consumers affected the notice period was less than one 
day and therefore deemed to be unplanned. 

The forth event on 11 July 2016 involved third party damage to a gas main that involved an 
unplanned disruption to 16 ICP’s while repairs were made.  

The fifth event on 9 August 2016 attended by the Fire Service occurred as a result of a 
property owner damaging the gas service pipe to the property with a shovel.  

Date of 
Event 

Type of Event 

Emergency Criteria 

Response 
Time 

Emergency 
Services 
Involved 

 

Number of 
Supplies 

(ICPs) 
Affected 

Properties 
Evacuated 

11 Nov 2015 
Unplanned outage during 
new connection operation 

Nil 7 Nil 0 mins 

20 Dec 2015 
Service riser damaged by a 

car 
Fire Service 1 Nil 13 mins 

http://www.gasnet.co.nz/disclosures
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23 May 2016 
Unplanned outage to repair 

leak 
Nil 6 Nil 41 mins 

11 Jul 2016 
Third party damage to gas 

main 
Nil 16 Nil 9 mins 

9 Aug 2016 
Third party damage to gas 

service  
Fire Service 1 Nil 16 mins 

   Average Response Time   16 mins 

9.0 COMPLIANCE WITH THE QUALITY STANDARDS 

In accordance with Clause 9.1 of the DPP Determination GasNet’s Response Time to 
Emergencies (RTE) for the Assessment Period must be such that: 

 

 
 

 

 

 

Where: 

 

 

 

10.0 POLICIES & PROCEDURES FOR RESPONDING TO EMERGENCIES 

Notifications of an emergency or event on the network are received at GasNet’s offices in 
Cooks Street, Wanganui during business hours and at GasNet’s after-hours service provider 
outside business hours. Information received at the time of the initial report including event 
details, date and time the call was received is recorded in the company’s work management 
system and then a response is initiated. 

All personnel involved in telephone call handling are trained to record the details of the 
emergency, provide the standard safety information and under no circumstance transfer a 
call and risk losing it 

 (i) 
RTE60 

≥ 0.80 ; and 
RTE 

(ii) 
RTE180 

= 1 
(RTE – RTE excl) 

RTE is the total number of Emergencies in the Assessment 
Period (total count of 5 as stated above); 

RTE excl 

 

is the total number of Emergencies in the Assessment 
Period for which the Commission has granted an exclusion 
in writing, which is nil for GasNet for this Assessment Period; 

RTE60 

 

is the total number of Emergencies in the Assessment 
Period where GasNet’s RTE was less than or equal to 60 
Minutes (total count of 5 as stated above); and 

RTE180 
 

is the total number of Emergencies in the Assessment 
Period where GasNet’s RTE was less than or equal to 180 
Minutes (total count of 5 as stated above). 

Therefore: 

(i) 
RTE60 

= 
5 

= 1  ≥ 0.80 so condition is satisfied; and 
RTE 5 

(ii) 
RTE180 

=  
5 

= 1 so condition is satisfied. 
(RTE – RTE excl) (5 – 0) 
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A telephone management system logs call information and is used for collection and reporting 
of call statistics. 

During business hours the details of the emergency are provided to the designated 
Emergency Response Coordinator (ERC) or the Technician depending on the nature of the 
event. A response is initiated based on the event type and procedural requirements. Using 
mobile devices the responding Technicians have access to the work management system 
and the ability to progressively update the records adding information as actions are taken, 
including such details as arrival on site time, departure time and interruption to supply times. 

In order to ensure the necessary date and time information has been recorded to enable 
GasNet to meet its obligations for reporting SAIDI and SAIFI, the attending Technician is 
required to complete a specific form. A check is made when a job is completed that the form 
has been submitted. 

Outside business hours the details of the emergency are recorded by the after-hours service 
provider and then relayed by telephone to the designated On Call Technician with a text sent 
to their mobile phone as a backup and to provide verification that the details are correct. An 
email is sent by the after-hour’s provider to senior GasNet personnel shortly after the first call 
was received and followed up with an email when the Technician has arrived on site, and 
another when he has left the site. Regular welfare checks are made to ensure their ongoing 
safety by contacting the Technician via mobile phone every 30 minutes. 

All unplanned events and emergencies are subject to an investigation in accordance with the 
Company’s Incident Reporting and Investigation Policy and recorded in GasNet’s Risk 
Management software application.  

All incident information is reviewed and managed by the Engineering Manager to ensure 
correct decisions have been made on reporting criteria including reliability, interruption 
classes, system condition and integrity based on company Work Instructions. 
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Appendix 1 – Price and Quantities Schedule 
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Appendix 2 – Data from Previous Compliance Statements 

 

The following supporting data, information and calculations were disclosed and published within the 
GasNet Limited “2015 Default Price-Quality Path Annual Compliance Statement – Gas Distribution 
Network Services”, a copy of which is available on GasNet’s website www.GasNet.co.nz/disclosures. 

 

  

Attribute Description Value 
K2015 is the sum of all Pass-through Costs for the 

Pricing Year ending in 2015  
$72,344 

V2015 is the sum of all Recoverable Costs for the 
Pricing Year ending in 2015 

$nil 

ANR2015  is the Allowable Notional Revenue for the 
Pricing Period ending in 2015 (ANR2015)   

$4,526,327 

NR2015 is the Notional Revenue for the Pricing 
Period ending in 2015  

$4,519,657 

http://www.gasnet.co.nz/disclosures
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Appendix 3 - Director Certification 

(Pursuant to the Gas Distribution Services Default Price-Quality Path Determination 2013) 
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Appendix 4 – Auditors Report 
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