
Attachment A.3 - Diagrams to illustrate how batching would change the timing of charges and wash-ups for the ‘causing customer’ and other affected parties
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Calendar year
Financial year
Pricing year
Pricing calendar
Pricing grid = end FY (start calculating pricing for next PY)
Consult on charges for next PY (September)
Finalise prices for next PY (December)
New prices apply (start of PY - April)

Scenario 1 - status quo, event occurs before end FY
Adjustment event
Causer starts paying BBCs
Affected party charges adjusted
Revenue wash-up applied (to affected customers)
Adjustment event complete - final prices known

Scenario 1a - status quo, event occurs after end FY
Adjustment event
Causer starts paying BBCs
Affected party charges adjusted
Revenue wash-up applied (to affected customers)
Adjustment event complete - final prices known

Scenario 2 - batching, no wash-up, event occurs before end FY
Adjustment event
Causer starts paying BBCs
Affected party charges adjusted
No wash-up
Adjustment event complete - final prices known

Scenario 2a - batching, no wash-up, event occurs after end FY
Adjustment event
Causer starts paying BBCs
Affected party charges adjusted
No wash-up
Adjustment event complete - final prices known

Notes
Removal of wash-up brings forward price certainty by 12 months and avoids additional regulatory compliance requirements triggered by each adjustment (for EDBs)
Each adjustment alters allocations for every customer, this requires performing wash-up calculations for every customer, that wash-up requires calculations for each BBI then calculations and records for each customer 
Each successive adjustment event further alters allocations, requiring both maintenance of outcomes from each event, the result being a compounding level of complexity for what is typically very small sums on a per asset, per customer basis
Affected customers have to account for adjustment events, this is particularly complex for EDB customers due to flow through to regulatory disclosures, pricing and pricing and compliance statements where the complexity drives manual management and additional assurance
Examples above are for a single adjustment event, in practice multiple events occur each year and quantities are increasing year on year.
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Revenue wash-up drives excessive 
amount of work for Transpower 
and for customers (in particularl 
EDBs). Creates complexity and 
uncertainty for typically very small 
changes in allocations (<1% TPM 
charges). 

On event date calculation 
multiplies work for Transpower 
and (especially) embedded 
parties where revision of interim 
and final prices drives rework by 
EDB and connecting party.

Batching significantly reduces work 
for both Transpower and connecting 
party / EDB (especially) if embedded.
Further, there is no retrospective 
change to other party charges, 
reducing complexity and uncertainty.


