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By email to micky.cave@transpower.co.nz        

Dear Micky 

Initial consultation on possible TPM operational changes  

1. This is a submission by the Major Electricity Users’ Group (MEUG) on Transpower’s paper
1
 

“Transpower TPM operational review: Initial consultation paper” dated 9
th
 July 2014.  

Members of MEUG have been consulted in the preparation of this submission.  This 

submission is not confidential.  Several MEUG members will be making submissions. 

2. This is a useful initiative by Transpower
2
 “to determine whether there are problems with the 

TPM that could be addressed within the constraints of the TPM Guidelines”.  Starting with 

this early consultation round and acknowledging
3
 “the discussion on problem definition and 

solutions reflects our initial thinking only, and is based on feedback from our customers and 

other stakeholders.  It is too early in the review process for Transpower to form views about 

whether any of the potential problems are sufficiently material to warrant changes to the 

TPM, or what those amendments should be” is welcome.     

3. The paper recognises the potentially complimentary relationship with the concurrent cl. 

12.86 review by the EA.  As part of Transpower’s further investigations into the problems 

and options an important aspect will be integration or transition and definitely avoidance of 

contradictory directions or unnecessary added changes leading into changes likely to arise 

from the cl. 12.86 review.  MEUG does not agree with the statement in the paper “While we 

consider that the TPM is fundamentally sound and that it has stood the test of time ...”  A 

prime example of why we disagree is the over-build and or earlier than necessary 

construction of NIGUP. 

4. Detailed responses to questions in the consultation paper follow: 
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Question MEUG response 

1.  We welcome your thoughts on the 

implications of the change in objective 

statement in the Electricity Industry 

Act/removal of the Pricing Principles from 

the Code for our TPM Operational Review  

We agree with the statement in the paper
4
 

“Any options Transpower considers for 

amending the TPM will need to be evaluated 

against the statutory objective “to promote 

competition in, reliable supply by, and the 

efficient operation of, the electricity industry, 

for the long-term benefit of consumers”.  

2.  Do you have any comments on 

Transpower’s proposed process and 

timetable for the clause 12.85 Code 

review?  

In the future second round consultation a 

timetable aligned with the EA review 

timeline would also be helpful.  

3.  Do you consider that the proposed review 

process provides adequate consultation so 

that all relevant views will be considered?  

Too early to tell because required 

consultation on a particular topic may be 

longer if unexpected issues arise.  The 

default for any topics that prove to be 

contentious or complex should be to fold 

those into the EA review. 

 Upper NI RCPD charges  

4.  Do you agree that investment in grid 

upgrades in the UNI mean that the current 

N of 12 no longer usefully serves the 

purpose of deferring expected major 

investments?  

Given the materiality of UNI related charges 

and complexity in ensuring a comprehensive 

TPM and transition to such; MEUG suggest 

changing from N=12 to a higher N is not a 

straightforward matter for a cl. 12.86 review 

and therefore should be considered in the 

EA’s current cl. 12.86 review.  Changing N 

for the UNI is also inconsistent with 

Transpower continuing the demand side 

response trial in the UNI.  

5.  Do you agree that the current RCPD 

charges for UNI should be changed from 

N=12 to N=100? If not, what alternative 

options should we consider?  

See answer to Q. 4. 

6.  Should we review whether N=100 is a 

sufficient number of peaks where RCPD 

charges are not intended to send peak 

pricing signals?  

See answer to Q. 4. 

 Definition of pricing regions  

7.  Do you agree that setting N=100 for 

separate regions can result in different 

pricing signals depending on the 

consumption patterns in those regions 

which serve no useful purpose?  

Yes as evidenced by the LSI example in the 

paper. 
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Question MEUG response 

8.  Do you agree that this issue can be 

exacerbated when there is a large user in 

the region?  

See answer to Q. 7. 

9.  Do you agree that the option of 

amalgamating the UNI, LNI and LSI 

regions into one region should be 

investigated further?  

Yes that is an option and should be 

considered in Transpower’s proposed 

second round consultation. 

10.  What other options should we consider?  No views. 

 HAMI  

11.  Do you agree using HAMI to allocate the 

cost of the HVDC link to South Island 

generators creates inefficiencies?  

Possibly but the discussion in section 4.3.1 

has omitted observations on behaviour and 

statements by South Island generators 

about why various power station proposals 

have been cancelled or deferred; most 

never mention HAMI.   

12.  Do you consider the TPAG and Electricity 

Authority quantitative and/or qualitative 

analysis of the efficiency impact of 

allocating the HVDC charges on the basis 

of HAMI is robust enough to be relied on 

for considering changes to the HVDC 

allocation amongst South Island 

generators?  

We do not believe the TPAG analysis can 

be relied on and prefer the independence 

and statutory objectives of the EA to review 

who pays for Transpower’s costs including 

HVDC.  There are dangers in isolating who 

should pay charges for just one set of 

assets, such as HVDC, without considering 

implications or who should pay for all costs.  

MEUG therefore suggests the review of 

HAMI charges is beyond the scope of a cl. 

12.85 review by Transpower and should be 

considered in the cl. 12.86 review by the EA.  

13.  Noting that Transpower can only consider 

HVDC charging that allocate the cost of 

the HVDC to South Island generators, do 

you agree that we should we consider the 

options of MWh, HAMI based on multiple 

peaks and/or ‘incentive-free’ for allocation 

of the HVDC amongst South Island 

generators?  

See answer to Q.12. 

14.  If a MWh charge was used to recover the 

cost of the HVDC, should we consider the 

options of basing it on the previous year 

and a rolling average of generation from 

previous years?  

See answer to Q.12. 

15.  What other options should we consider for 

amending the HAMI charges to dampen 

the incentives they create on peak 

injection and generation investment?  

See answer to Q.12. 
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Question MEUG response 

16.  If we considered an incentive free option 

for allocation of the HVDC amongst South 

Island generators, what should it look like?  

See answer to Q.12. 

 Averaging period for maintenance   

17.  What are your views about the potential 

problems we have identified with the four-

year averaging period for maintenance 

costs of connection assets?  

There does appear to be an inequitable 

share of maintenance costs between 

ongoing connection customers using 

Transpower owned connection assets and 

those that have purchased connection 

assets from Transpower.  

18.  Do you agree with Transpower’s intention 

to consider a shorter averaging period and 

an approach based on the average rate 

($/km) rather than average cost?  

That is an option. 

Another option is to have an exit payment 

for parties that purchase connection assets 

equal to their forecast residual share of 

maintenance costs for the next 4 years.  

This will leave those parties indifferent in 

terms of maintenance cost liabilities and all 

other parties no better or worse off. 

 Double counting with “paralleling” 
 

19.  What are your views about the 

significance of the potential problems with 

paralleling on distribution networks?  

The current TPM would appear to over-

charge GXP connected parties in such 

cases. 

20.  Do you agree that the TPM results in over-

charging of customers where through-feed 

via a distribution network in parallel with 

the grid transmission network occurs?  

See answer to Q.19. 

21.  Do you agree that the TPM should treat 

injecting/outflow GXPs as a single location 

for the periods where through-flow would 

occur?  

A better solution would be an exacerbators-

pay or beneficiaries-pay approach provided 

the benefits exceeded the costs.  MEUG 

suggests this problem may be solved by the 

EA review exploring those and other 

approaches and therefore it should be 

considered in the concurrent cl.12.86 review 

by the EA.    

 Other matters 
 

22.  Do the potential problems we have 

identified warrant further investigation as 

part of the TPM Operational Review?  

The averaging period for maintenance costs 

issue seems to be relevant for a Transpower 

cl. 12.85 “TPM Operational Review”.  The 

problem of existing unstable LSI 

transmission charges and the option of 

changing the pricing regions may also be 

within scope of a cl. 22.85 review and 

should be further investigated. 
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Question MEUG response 

23.  Subject to the constraints of the TPM 

Guidelines, are there any potential 

problems with the TPM we have not 

identified, but that you consider we should 

investigate at this time?  

None that we are aware of. 

24.  Are the options we have suggested 

appropriate and commensurate with the 

problems we have identified (or that you 

consider may exist)?  

See answer to Q.22. 

25.  Are there any options we should reject at 

this stage?  

See answer to Q.22. 

26.  Have we omitted any options we should 

be considering?  

See answer to Q.22. 

27.  What level/type of qualitative and 

quantitative analysis do you consider is 

necessary to support the potential TPM 

amendment proposals that may come out 

of our TPM Operational Review (noting the 

limited nature and scale of the potential 

amendments)?  

The impact on prices for future years (say 

next 20 years) for each Transpower 

customer at every GXP and GIP should be 

assessed for proposed changes versus a 

counterfactual without the changes.  Having 

this information available at an early stage in 

the consultation will assist parties 

understand the materiality of the issue and 

therefore facilitate a more informed 

discussion on options.  This is preferable 

compared to waiting for publication of 

indicative prices when developing the TPM 

pursuant to cl.12.89 (2).  Better to have an 

informed debate on design with forecast 

transmission charge information before 

decisions start to get locked in.     

5. We look forward to participating in the second consultation round in October 2014.  

Yours sincerely  

 
Ralph Matthes 

Executive Director  


