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Residual charges: 

This Information Sheet describes residual charges 

under the transmission pricing methodology 

(TPM). 

Residual charges recover the part of 

Transpower’s recoverable revenue not recovered 

through other transmission charges (residual 

revenue). 

Residual charges are paid by customers based on 

their historic maximum gross demand at each 

connection location.  For new and recent 

customers, this will be estimated. 

 

This Information Sheet provides an overview of: 

• what residual charges are  

• who pays residual charges 

• how residual charges are allocated 

• how residual charges are adjusted.  

The requirements for residual charges are in Part 

E of the TPM.   

All clause references in this Information Sheet are 

to clauses of the TPM. 

 

Purpose of this Information Sheet 

V3 February 2023 TPM INFORMATION SHEET 
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Legal disclaimer 

This Information Sheet provides a high-level overview of the relevant subject matter only.   

Transpower recommends you review the TPM itself and seek independent expert advice before 
relying on anything in this Information Sheet.   

Transpower cannot, and does not, accept any liability for the accuracy or completeness of this 
Information Sheet or the consequences of your or others’ reliance on it.   

If you provide this Information Sheet or an extract from it to any other person you must include 
this disclaimer.  

 

 

 

 

 

 

 

 

 

 

 

 

 

Version history for this guide 

Version Published Key amendments compared to previous version 

1 24 August 2022 n/a 

2 29 September 2022 Updated to clarify that the connection or disconnection of grid-
connected or embedded consuming plant is not a residual charge 
adjustment event.   

3 1 February 2023 Minor editorial changes 



 
 
 
TRANSPOWER NEW ZEALAND   |   TPM INFORMATION: RESIDUAL CHARGES v3   |   FEBRUARY 2023    3 

 

1 What are residual charges? 

Residual charges recover the part of Transpower’s recoverable revenue not recovered through 
other transmission charges (residual revenue).  Residual charges ensure Transpower can recover 
the full amount of its recoverable revenue in any pricing year.1 

Among other costs, residual charges recover the part of Transpower’s recoverable revenue 
attributable to pre-2019 investments in the interconnected grid, except for the benefit-based 
investments in Appendix A of the TPM.2   

Residual revenue, and therefore overall residual charges, are expected to reduce over time as 
these investments depreciate. 

2 Who pays residual charges? 

Residual charges are paid by “load customers” (clause 68(1)).  

The TPM defines a load customer by reference to gross energy, which includes different types of 
electricity embedded behind a customer’s points of connection to the grid, not just grid offtake 
(clause 4).  The effect is a customer’s residual charge depends on its use of electricity, not only its 
use of electricity taken off the grid.   

As a result, there may be instances where a customer who does not take electricity off the grid will 
be a load customer and will therefore pay a residual charge.  This includes grid-connected 
generators with embedded load. 

The different types of load customer are shown in figures 1 to 4 below, which are taken from 
clause 4.  In those figures, “LN” means local network, “CP” means consuming plant, “GP” means 
generating plant, “NGN” means non-grid network3 and “POC” means a grid point of connection. 

In each case: 

• the customer owning or controlling the plant or network in the dark grey circle is a load 
customer 

• the customer is a load customer to the extent of the offtake, generated electricity or 
embedded electricity shown, minus the coincident grid injection shown. 

 

 

1  A pricing year commences 1 April. 
2  The costs of the Appendix A investments are recovered through benefit-based charges. 
3  A non-grid network is a network that is not part of the grid or directly connected to it, including an embedded network. 
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Figure 1: Offtake customer 

  

Figure 2: Direct supplied load customer 

 

Figure 3: Indirect supplied load customer 

 

Figure 4: Supplying load customer 
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3 How are residual charges calculated? 

3.1 Maximum gross demand 

Residual charges are paid by load customers in proportion to their historic (or, for recent or new 
load customers, estimated) maximum gross demand.  Maximum gross demand is a kW or MW 
measure (clause 4(6)). 

A pre-existing load customer is a load customer who was a customer for the whole of the period 
from 1 July 2014 to 30 June 2018 (financial year 2014/15 to financial year 2017/18).  This time 
period is defined in the TPM as capacity measurement period D or CMP D.4  A pre-existing load 
customer’s underlying residual charge allocator, the customer’s anytime maximum demand 
(residual) (AMDR) baseline,5 is the average of its maximum (per trading period) gross demand for 
each of the four financial years during CMP D (clause 70(1)). 

Transpower may reduce a pre-existing load customer’s calculated AMDR baseline if there has been 
a large (≥ 10 MW) and sustained reduction in the customer’s maximum gross demand after the 
start of CMP D and before 1 April 2023 due to an event or circumstance beyond the customer’s 
control (a reduction event) (clause 72(1)).6 

A more recent customer has its AMDR baseline estimated as if its assets were fully operational 
from the start of CMP D (clause 70(2)),7 and its AMDR baseline may be re-estimated in some 
circumstances (clause 73).8 

A load customer’s AMDR baseline is calculated or estimated based on the load customer’s 
coincident gross energy9 across all its grid points of connection at a connection location but is non-
coincident across the load customer’s connection locations.10  This effectively means the 
calculation or estimation of AMDR baseline is “net” of load shifting within a connection location, 
but not of load shifting between connection locations. 

3.2 Annual adjustment 

A load customer does not start to pay a residual charge until it has been a customer for four full 
financial years.  For this initial period, the load customer’s residual charge allocator (AMDR) is fixed 
at zero under clause 69(1)(a). 

After that, the load customer’s AMDR ramps up over the next four pricing years.  For these pricing 

 

 

4  CMP stands for capacity measurement period. 
5  AMDR stands for anytime maximum demand (residual).  This is a different to anytime maximum demand (connection), or AMDC, 

which is an allocator for connection charges. 
6  If Transpower reduces the pre-existing load customer’s AMDR baseline due to a reduction event, Transpower must also reduce the 

customer’s average total gross energy baseline (clause 72(2)).  The average total gross energy baseline is relevant to the annual 
adjustments discussed in section 3.2. 

7  Every load customer must have an AMDR baseline, whether calculated or estimated, because it is an input to the calculation of the 
customer’s AMDR after the customer has been around for four full financial years (see section 3.2). 

8  Clause 73 also allows Transpower to re-estimate the customer’s average total gross energy baseline (see section 3.2). 
9  Gross energy per trading period in kWh/MWh is converted to (average) gross demand per trading period in kW/MW by multiplying 

by 2. 
10  A connection location is a physical location, usually a substation, at which a customer is connected to the grid.  There may be several 

points of connection (GXPs and GIPs) within a connection location. 
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years clause 69(1)(b) fixes the load customer’s AMDR at 25%, 50%, 75% and finally 100% of the 
customer’s AMDR baseline. 

From the next pricing year onwards, the load customer’s AMDR is calculated as the customer’s 
AMDR baseline multiplied by a residual charge adjustment factor (RCAF) (clause 69(1)(c)). 

Clause 71 relates to the calculation of RCAF.  A load customer’s RCAF, which is re-calculated for 
each pricing year, adjusts the customer’s AMDR annually based on its lagged total gross energy 
use.   

RCAF is the ratio of: 

• the customer’s annual average total gross energy use over the period of four financial years 
commencing eight financial years ago (known as the load customer’s lagged average total gross 
energy or LATGE).  For example, for pricing year 2023/24 the relevant period is from financial 
year 2015/16 to financial year 2018/19); to 

• the customer’s annual average total gross energy baseline (known as the load customer’s 
average total gross energy or ATGE baseline).  For a pre-existing load customer, this is the 
customer’s annual average total gross energy use over CMP D.  For a more recent customer, 
this value is estimated as if its assets were fully operational from the start of CMP D. 

Accordingly, as a load customer’s gross energy use increases relative to its baseline, its AMDR will 
increase.  Conversely, if the load customer’s gross energy use decreases relative to its baseline, its 
AMDR will decrease.  However, the impact will not be immediate because of the lagged nature of 
the RCAF. 

3.3 Residual charge 

A load customer’s residual charge for a pricing year is the customer’s AMDR multiplied by the 
residual charge rate for the pricing year (clause 68(2)).  The residual charge rate for a pricing year is 
residual revenue divided by the total of all customers’ AMDRs for the pricing year (clause 74). 

4 Application of the residual charge to 
batteries 

It is possible that in figures 2, 3 and 4 above, GP refers to a battery.  

Gross energy is calculated ignoring discharge from batteries (clause 4(2)).  This means batteries 
only attract a residual charge based on their final consumption of energy (their losses) rather than 
their total energy when charging and discharging.  If Transpower has insufficient information to 
determine whether, or the extent to which, an amount of electricity was supplied from a battery, 
Transpower must assume none of it was (clause 4(3)). 

In addition, when a recent load customer’s AMDR baseline is estimated, the contribution of 
charging or discharging batteries is ignored except for the losses of large (≥ 10 MW) batteries 
(clause 70(2)(a)). 
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5 Other adjustments 

Clause 92(1) lists the events that result in a step change to residual charges (residual charge 
adjustment events).11  These are:  

• A customer (the exiting load customer) ceases to be a customer (substantive provisions in 
clause 93).  Transpower must make the exiting load customer’s residual charge 0. 

• A customer (the vendor) sells or otherwise transfers all or part of its business that constitutes it 
as a load customer to another party (the purchaser) (clause 94).  Transpower must apportion 
residual charges between the vendor and purchaser taking into account the size and nature of 
the transferred business. 

•  Transpower decides to voluntarily under-recover residual revenue (clause 95).  Transpower 
must calculate or re-calculate all load customers’ residual charges for the affected pricing 
years. 

The connection or disconnection of grid-connected or embedded consuming plant is not a residual 
charge adjustment event.  This means new or exiting load for a customer will not immediately 
change its residual charge allocation.  The change will only have an impact when it starts to come 
through in the calculation of the customer’s LATGE. 

6 Residual charge worked example 

This worked example illustrates how residual charges, and the primary inputs to them, are 
calculated.  None of the residual charges or inputs to them in the worked example are actual 
charges or inputs for any pricing year. 

We assume two load customers, both pre-existing load customers - customer A and customer B.  
Customer A has higher maximum gross demand during CMP D (1 July 2014 to 30 June 2018) and 
customer B has higher gross energy growth. 

Residual revenue is set at $100 and held constant for simplicity. 

Table 1: Customer A inputs into calculation of residual charges 

FY started Max gross 

demand 

AMDR 

baseline 

Gross energy LATGE ATGE baseline 

2014 10  5   

2015 10  5.1   

2016 10  5.2   

 

 

11  These adjustments are in addition to the annual adjustments discussed in section 3.2. 
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FY started Max gross 

demand 

AMDR 

baseline 

Gross energy LATGE ATGE baseline 

2017 10 10 5.3  5.15 

2018   5.4 5.25  

2019   5.5 5.35  

2020   5.6 5.45  

2021   5.7 5.55  

2022   5.8 5.65  

2023   5.9 5.75  

2024   6 5.85  

2025   6.1 5.95  

 

Table 2: Customer B inputs into calculation of residual charges 

FY started Max gross 

demand 

AMDR 

baseline 

Gross energy LATGE ATGE baseline 

2014 3  2   

2015 4  3   

2016 5  4   

2017 6 4.5 5  3.5 

2018   6 4.5  

2019   7 5.5  

2020   8 6.5  

2021   9 7.5  

2022   10 8.5  

2023   11 9.5  

2024   12 10.5  

2025   13 11.5  
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The resulting residual charges for customers A and B for pricing years 2023/24 to 2030/31 are as 
follows:  

Table 3: Customer A and customer B residual charges 

PY started Residual 

revenue 

Customer 

A AMDR 

Customer B 

AMDR 

RCR Customer A 

RC 

Customer B 

RC 

2023 $100 10.19 5.79 6.26 $63.79 $36.21 

2024 $100 10.39 7.07 5.73 $59.50 $40.50 

2025 $100 10.58 8.36 5.28 $55.87 $44.13 

2026 $100 10.78 9.64 4.90 $52.78 $47.22 

2027 $100 10.97 10.93 4.57 $50.10 $49.90 

2028 $100 11.17 12.21 4.28 $47.76 $52.24 

2029 $100 11.36 13.50 4.02 $45.69 $54.31 

2030 $100 11.55 14.79 3.80 $43.86 $56.14 

 

In summary: 

• customer A starts off with a higher allocation of residual revenue than customer B reflecting 
customer A’s higher AMDR baseline relative to customer B; but 

• customer B’s allocation of residual revenue increases over time reflecting its higher gross 
energy growth relative to customer A.  Customer B’s allocation grows to more than customer 
A’s by pricing year 2028/29. 

 
Below is an explanation of the worked example calculations for pricing year 2023/24: 

• Customer A AMDR = AMDR baseline x LATGE/ATGE baseline = 10 x 5.25/5.15 = 10.19 MW 

• Customer B AMDR = 4.5 x 6.5/5.5 = 5.79 MW 

• Residual charge rate (RCR) = residual revenue/(customer A AMDR + customer B AMDR) = 
100/(10.19 + 5.79) = $6.26/MW 

• Customer A residual charge = RCR x customer A AMDR = 6.26 x 10.19 = $63.79 

• Customer B residual charge = $6.26 x 5.79 = $36.21. 
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