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Overview of Part 4 regulation
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Price-Quality Regulation: 

Default/Customised Price-Quality Paths, 

Transpower’s Individual Price-Quality Path

Quality Standards/ 

Incentives
‘Building Blocks’

Input Methodologies (IMs) – Upfront Regulatory Methodologies, Rules, Processes and Requirements

Revenue Limits

Information Disclosure Regulation: financial 

performance measures (return on investment, 

regulatory asset base - RAB), prices & pricing 

methodologies, non-financial performance measures 

(incl quality), forecasts, Asset Management Plans

16 ‘non-exempt’ EDBs, 5 gas pipeline businesses, 

Transpower
13 ‘consumer-owned’/’exempt’ electricity distribution 

businesses (EDBs), Akld/Wgtn/Chch airports

‘Building Block’ IMs: Re-consideration of price-quality paths

Asset valuation, depreciation and revaluations Form of control (revenue or weighted average price) 

Cost of capital Customised price-quality path proposals

Tax Transpower’s capital expenditure proposals 

Cost allocation (regulated/regulated/unregulated) Incremental Rolling Incentive Scheme (IRIS)



How ‘building blocks’ are used to 
calculate allowable revenue
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Modified from MBIE: Regulating communications for the future, Review of the Telecommunications Act 2001, Figure 15

RAB [Regulatory Asset Base] 
‘roll forward’ formula

‘Building blocks’ 
formula


