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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 First Assessment Period by not 
exceeding its Allowable Notional Revenue of $5,804,455 by a margin of $1,966 or 
0.03%. 

1.2 Quality Standards 

GasNet has complied with both quality standards in respect to GasNet’s response 
to the three Emergencies that occurred during the Assessment Period, with 
response times at 16, 4 and 10 minutes for each event respectively 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. 
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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 15 month period from 1 July 2013 
to 30 September 2014. 

This statement has been prepared on 19 November 2014. 

3.0 ALLOWABLE NOTIONAL REVENUE FOR THE FIRST ASSESSMENT PERIOD 

3.1 Allowable Notional Revenue for 2013 (ANR2013) 

In accordance with Equation 1 of Schedule 3 of the DPP Determination the 
Allowable Notional Revenue for the Pricing Period ending in 2013 is equal to: 
 

ANR2013 = MAR / ΔD 

Where: 
 

 

 

 

 

 

 

 

 

 

 

3.2 Allowable Notional Revenue for 2014 (ANR2014) 

In accordance with Equation 2 of Schedule 3 of the DPP Determination the 
Allowable Notional Revenue for the Pricing Period ending in 2014 is equal to: 

 
ANR2014 = (ANR2013 x CPR2012) x (1 + ΔCPI2014) x (1 - X) 

Where: 

MAR ($m) is the starting price specified in Schedule 1 of the DPP 
Determination for GasNet Limited ($4.578m) 

ΔD is the value specified in Table 2 of Schedule 3 in the 
DPP Determination for GasNet Limited (0.989) 

  
Therefore:  

ANR2013   = 
$4.578m  

0.989  

 =  $4,628,918 

ANR2013  is the Allowable Notional Revenue for the Pricing Period ending in 
2013 (ANR2013) as calculated above ($4,628,918); and 

CPR2012 is the value specified in Table 2 of Schedule 3 in the DPP 
Determination for GasNet Limited (0.995); and 

X is the rate of change as specified in Schedule 2 of the DPP 
Determination (0); and 
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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 2014. 

 

The Time Value Adjustments shown in the table have been calculated in accordance with 
Clause 9 (a) Schedule 5 of the DPP Determination, at the discount rate of 5.38% applied to 
those Pass-through Costs which were incurred prior to the Pricing Year ending in 2014 but 
which related to that Pricing Year.   

  

1-Oct-13 to 

30-Sep-14

Cost
Time Value 

Adjustments
Cost

Commerce 

Commission Levy
-$               -$                23,826.40$  23,826.40$ 25,000$ 1,173.60-$ -4.7%

Electricity & Gas 

Complaints 

Scheme Levy

1,877.88$     101.03$         1,773.19$     3,752.09$    4,000$    247.91-$     -6.2%

Local Authority 

Rates
6,837.44$     367.85$         47,574.84$  54,780.12$ 54,000$ 780.12$     1.4%

8,715.31$     468.88$         73,174.42$  82,358.61$ 83,000$ 641.39-$     -0.8%

Description

Timing of Payment

Total Forecast

Variance 

1-Apr-13 to 30-Sep-13

$ %

ΔCPI2014  
 

is the derived change in the CPI to be applied for the pricing Period 
ending in 2014 being equal to: 

 
ΔCPI2014 = 

(CPIJun 2012 + CPISep 2012 + CPIDec 2012 + CPIMar 2013) 
-  1 

 (CPIJun 2011 + CPISep 2011 + CPIDec 2011 + CPIMar 2012) 

 
              = 

(1168 + 1171 + 1169 + 1174) 
-  1 

 (1157 + 1162 + 1158 + 1164) 

                 = 0.009 

  Therefore: 
 ANR2014 =  ($4,628,918 x 0.995) x (1 + 0.009) x (1 - 0) 

 =  $ 4,647,225 
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5.0 NOTIONAL REVENUE FOR THE FIRST ASSESSMENT PERIOD 

5.1 Notional Revenue for 2013 (NR2013) 

In accordance with Clause 8.5 of the determination the Notional Revenue for the 
Pricing Period ending in 2014 is equal to: 

 
NR2013 = ΣiPi,2013 x Qi,2011 - (K2013 + V2013) 
 

Where: 
 

 

 

 

 

 

 

 

 
 

 

 

 

 

 

5.2 Notional Revenue for 2014 (NR2014) 

In accordance with Clause 8.5 of the determination the Notional Revenue for the 
Pricing Period ending in 2014 is equal to: 

 
NR2014 = ΣiPi,2014 x Qi,2012 - (K2014 + V2014) 
 

Where: 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

ΣiPi,2013 x Qi,2011 

  
 

is the revenue from all Load Groups based on the 2011 
quantities and the 2013 prices for each individual Load Group 
as calculated in the Prices & Quantities Schedule in Appendix 
1 ($2,223,033 for the Fixed Charges and $2,335,528 for the 
Variable Charges); and 

K2013 is nil for the Pricing Year ending in 2013 in accordance with 
Clause 8.5 (a) of the DPP Determination; and 

V2013 is nil for the Pricing Year ending in 2013 in accordance with 
Clause 8.5 (a) of the DPP Determination. 

Therefore: 
 NR2013 =  $2,223,033 + $2,335,528 - (0 + 0) 

 =  $4,558,561 

ΣiPi,2014 x Qi,2012 

  
 

is the revenue from all Load Groups based on the 2012 
quantities and the 2014 prices for each individual Load Group 
as calculated in the Prices & Quantities Schedule in Appendix 
1 ($2,190,613 for the Fixed Charges and $2,554,595 for the 
Variable Charges); and 

K2014 is the sum of all Pass-through Costs for the Pricing Year ending 
in 2014 as calculated in the Pass-through Costs Schedule in 
Appendix 2 ($82,359); and 

V2014 is the sum of all Recoverable Costs for the Pricing Year ending 
in 2014, which is nil as GasNet incurred no such costs. 

Therefore: 
 NR2014 =  $2,190,613 + $2,554,595 - (82,359 + 0) 

 =  $ 4,662,849 
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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 First 
Assessment Period must not exceed the Allowable Notional Revenue for the same period: 

 

0.25 x ANR2013 + ANR2014 ≥ 0.25 x NR2013 + NR2014 
 

Where: 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

7.0 RESTRUCTURING OF PRICES 

Consistent with its 2013/14 Pricing Methodology published on 22 July 2013, GasNet plans 
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.  

With the objective of moving to the new Load Groups whilst minimising possible price shock 
to consumers, GasNet has retained the existing Load Groups for the 2013/14 and 2014/15 
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 current 2014/15 
Pricing Methodology that shows the transition from the existing to the proposed Load 
Groups. 

ANR2013  
 

is the Allowable Notional Revenue for the Pricing Period ending in 
2013 as calculated above ($4,628,918); and 

ANR2014  
 

is  the Allowable Notional Revenue for the Pricing Period ending in 
2014 as calculated above ($4,647,225); and 

NR2013  
 

is the Notional Revenue for the Pricing Period ending in 2013 as 
calculated above ($4,558,561); and 

NR2014  
 

is  the Notional Revenue for the Pricing Period ending in 2014 as 
calculated above ($4,662,849). 

Therefore: 

  0.25 x ANR2013 + ANR2014 = (0.25 x $4,628,918) + $4,647,225  

 = $5,804,455  

   

 0.25 x NR2013 + NR2014 = (0.25 x $4,558,561) + $4,662,849 

 = $5,802,489  

   

$5,804,455 > $5,802,489 

                     Therefore the condition is satisfied 
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In addition to the planned migration to the new Load Groups, from 1 October 2013 GasNet 
ceased charging retailers for network services where a consumer’s gas supply was inactive 
(an ICP Status Code of INACT in the Gas Registry), as shown in the following table 
extracted from the 2013/14 Pricing Methodology. 

 

In respect of the impact of these price changes on GasNet’s compliance with its Default-
price Quality Path the prices and quantities can and have been identified, verified and 
audited to ensure compliance. The quantities that are shown in the Price and Quantities 
Schedule in Appendix 1 are consistent with those that were disclosed for the 30 June 2013 
Information Disclosure and the “Inactive” quantities for the M6, M12, M23 and M43 Load 
Groups have been calculated from the actual historic status change dates.    

Further information on the restructuring of prices can be found within the 2013/14 and 
2014/15 Pricing Methodology documents published on GasNet’s website 
(www.gasnet.co.nz/disclosures). 

http://www.gasnet.co.nz/disclosures
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8.0 EMERGENCIES DURING THE ASSESSMENT PERIOD 

There were three events that occurred during the Assessment Period that satisfied the 
criteria as an Emergency pursuant to the DPP Determination. Two involved the fire service 
which had been contacted directly by the public in the report of gas escapes and the third 
affected the supply to six consumers. 

The events were relatively minor in nature and whilst the Fire Service were involved by the 
virtue of the fact that they had received the first advice of the gas escapes, they were not 
actively involved on site.    

Date of Event Type of Event 

Emergency Criteria 

Response 
Time 

Emergency 
Services 
Involved 

 

Number of 
Supplies 

(ICPs) 
Affected 

Properties 
Evacuated 

2-Jul-2013 Gas Leak in street Fire Service Nil Nil 16 minutes 

25-Jan-2014 Gas Leak in street Fire Service Nil Nil 4 minutes 

14 August 2014 Gas Leak in street No 6 Nil 10 minutes 

   Average Response Time   10 minutes 

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: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 (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 3 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 3 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 3 as stated above). 

Therefore: 

(i) 
RTE60 

= 
3 

= 1  ≥ 0.80 therefore condition is satisfied; and 
RTE 3 

(ii) 
RTE180 

=  
3 

= 1 therefore condition is satisfied. 
(RTE – RTE excl) (3 – 0) 
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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 

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 - Director Certification 

(Pursuant to the Gas Distribution Services Default Price-Quality Path Determination 2013) 
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