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Dear Dr Berry
Submission on the proposed use of Transpower’s electricity volume projections
1. Introduction and context

Wellington Electricity Lines Limited (WELL) welcomes the opportunity to make this
submission to the Commerce Commission (Commission) on its consultation paper entitled
“Electricity Volume Projections”, which was released on 15 September 2011 (Consultation
Paper).

The Commission released its Consultation Paper in response to submissions from interested
parties, including WELL, on its Draft SPA Decision'. Several submissions strongly argued
that the Commission should not rely on the Electricity Authority's (EA) 2009 regional
throughput projections to derive variable real revenue growth (RRG) on the basis that these
projections are underpinned by outdated and internally inconsistent data.

WELL argued that, to address these shortcomings, the Commission should:

e Adopt the forecasts prepared by the New Zealand Institute of Economic Research Inc
(NZIER) that WELL provided with its submission; and

¢ Modify the price control formula to include an adjustment term to correct for any
divergence between actual and forecast revenue growth between 2011/12 and 2012/13.
This will ensure that EDBs are not exposed to uncontrollable forecasting risk and are able
to fully recover their maximum allowable revenue in 2013 (MARzp13).

The Commission has responded to views on this matter by seeking submissions on whether
using Transpower's energy forecasts as a basis for determining RRG would be a more
appropriate than the EA’s forecast that it previously proposed.

2, WELL’s views

WELL considers that Transpower's forecasts, like EA's forecasts, significantly overstate
WELL's likely growth between 2011/12 and 2012/13. WELL considers that this is due to:

e An error in Transpower’s energy growth forecast for 2011/12; and

1 «2010-15 Default Price-Quality Path for Electricity Distribution Draft Decisions Paper”, 19 July 2011.
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