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POWERCO FEEDBACK ON PROPOSED COST OF CAPITAL IM AMENDMENTS FOR GPB’s  

Powerco Limited (Powerco) welcomes the opportunity to submit on the Commerce Commission’s proposed Cost 

of Capital Input Methodologies amendments for gas pipeline businesses.  

 

Powerco supports the Commission’s proposals. The proposed changes to cost of capital settings are part of a 

package of decisions the draft determination for gas pipeline businesses. The purpose of the package is nicely 

summarised by the Commission as addressing “…the risk of government policy changes and shifts in consumer 

demand for natural gas that specifically lead to economic network stranding for GPBs”1.  

 

We have no additional evidence to add to the topics from our submission on the issues paper in 2021. Our views 

on the cost of capital IM amendment proposals are: 

• Tax Adjusted Market Risk Premium (TAMRP)   We agree that updating the TAMRP with the most recent 

estimate is appropriate. The TAMRP is an economy-wide measure so it makes sense that it apply to gas 

pipeline businesses (GPBs).  

• Risk-free rate   We support aligning the estimate of the risk-free rate with the length of the regulatory 

period. This aligns with the provision of ex-ante real FCM and incentives for GPBs to invest.   

• Debt issuance costs   It is reasonable to increase the estimate of debt issuance cost to align with the length 

of the regulatory period. We support the Commerce Commission applying its approach from the fibre IMs.  

 

We fully support the Commission making corrections to the Input Methodologies when they are non-

controversial and low cost, such as the drafting error which meant the cost of capital could be calculated for a 

four-year period.  

 

If you have any questions on this submission, please contact Nathan Hill (Nathan.Hill@powerco.co.nz). 

 

Andrew Kerr  

Head of Policy, Regulation, and Markets  

 

1 Draft reasons paper, 6.21. 


