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Foreword 
The Electricity Authority (Authority) was established on 1 November 2010 to provide 
regulatory oversight of the electricity sector. 

In its first year the Authority set itself some significant challenges in its strategic priorities. 
These priorities were based on consideration of the Ministerial Review of Electricity Market 
Performance 2009, the ‘new matters’ required by section 42 of the Act, and the work-in-
progress inherited from the Electricity Commission. 

Eighteen months in 
The Authority’s first set of strategic priorities are presented in figure 1. The green colouring 
indicates the Authority’s assessment of its progress to March 2012. 

 

Figure 1: Progress against first year strategic priorities 
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Outcomes and vision 

With the initial strategic priorities largely completed, the Authority Board has developed its 
strategic framework and reviewed its priorities. The framework and priorities are summarised 
in part two of this Statement of Intent (SOI). 

The strategic framework addresses the outcomes the Authority seeks to influence. This is 
provided by the statutory objective for the Authority set out in section 15 of the Act: to 
promote competition in, reliable supply by, and the efficient operation of, the 
electricity industry for the long-term benefit of consumers. 

The Authority’s vision is to be recognised as a world class electricity regulator. The 
vision will be used to ensure that the Authority is efficient, effective and progressive in the 
way it works. The vision is supported by organisational development strategic priorities, set 
out in part five of this SOI. Achieving the vision will assist the Authority to progress the 
statutory objective. 
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The Authority’s work contributes to the achievement of the 
statutory objective 

The Board has identified focus areas and strategic priorities for 2012/13, focussing on market 
development where it considers there is the greatest potential for long term benefits for 
consumers. The focus areas incorporate feedback the Authority received from strategy 
forums held with stakeholders in September 2011 and consultation on its draft work priorities 
in December 2011 – January 2012. 

Key market development projects 
The Board has set ten top priority projects for 2012/13: 

1. completing interim arrangements prior to expiry of current automatic under-frequency 
load shedding (AUFLS) exemptions1, contributing to ensuring reliability; 

2. providing for multiple frequency keepers (including removing constrained-on frequency 
keeping payments) to deliver efficiency and system security (reliability) benefits; 

3. reviewing the under-frequency management products and tools, including AUFLS in 
order to improve power system resilience to disruptive events, improving reliability; 

4. completing the settlement and prudential security review, leading to improved 
competition and efficiency; 

5. providing market information relevant to the forward price curve, leading to improved 
decision-making in the market with competition and efficiency gains; 

6. completing the review of retailer default provisions, addressing concerns about 
continuity of supply, improving reliability; 

7. continuing consumer switching promotion to improve competition, including launching a 
tool for small and medium enterprises seeking alternative offers for electricity supply, 
improving competition; 

8. completing the transmission pricing review, contributing to long term efficiency gains; 

9. completing the review of undesirable trading situation provisions to ensure appropriate 
and efficient regulatory arrangements are in place; and 

10. further developing the hedge market, which contributes to improving competition, 
reliability and efficiency. 

                                                
1  Automatic under-frequency load shedding (AUFLS) is one of several measures employed to avert a cascade failure of the 

power system in the event of the loss of the HVDC transmission line or the equivalent quantity of power generation. 
Distributors (in the North Island), including directly connected customers, and the grid owner (in the South Island) are 
required to provide systems that will automatically disconnect demand (two blocks, each of 16 percent of pre-event 
demand) to restore the balance between generation and demand, when the frequency drops below specified levels. Current 
exemptions expire in September 2012 and cannot be extended or re-issued in their present form under the Electricity 
Industry Act 2010. 
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It’s a collective effort 
The Authority has placed significant emphasis on working effectively with interested parties 
to gain the right input in the right ways at the right time. The input of interested parties is 
highly valued and vital to successful and enduring solutions.  

We will be continuing to work hard in this area so our work is done once, done well, is able to 
be effectively and efficiently implemented by service providers and the industry, and is well 
understood by those affected. This is no small challenge in a sector where there are strong, 
and often competing interests, and a great deal of technical and economic complexity. Our 
focus includes looking at ensuring Advisory Groups are working optimally, and that all 
stakeholders have opportunity to participate in our processes, in particular by making 
submissions. 

We consider that a world class approach by the Authority, and stakeholders’ continued 
efforts to support our work, will promote the sought after long-term benefits to consumers.  

 

Dr Brent Layton 
Chair 
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Statement of responsibility 
Parts three and four of this SOI contain the Authority’s forecast financial and non-financial 
performance information required by the Crown Entities Act 2004. 

We acknowledge responsibility for the preparation of the statement of forecast service 
performance and prospective financial statements included in these parts of the Statement of 
Intent 1 July 2012–30 June 2015, including the appropriateness of the assumptions 
underlying the prospective financial statements and all other required disclosures, pursuant 
to the Crown Entities Act 2004. 

We acknowledge the responsibility for establishing and maintaining a system of internal 
control designed to provide reasonable assurance as to the integrity and reliability of the 
Authority’s performance and financial reporting. 

We certify that the information contained in this report is consistent with the appropriations 
contained in the estimates for the year ending 30 June 2013 that were laid before the House 
of Representatives under section nine of the Public Finance Act 1989. 

       

Dr Brent Layton     Susan Paterson 
Chair       Member 
2 May 2012     2 May 2012 
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Part One: Context 
The SOI takes into account the context in which the Electricity Authority operates, with input 
from the Government, the electricity industry and electricity consumers. 

The Electricity Authority: Te Mana Hiko 
The Electricity Industry Act 2010 established the Authority as an independent Crown entity 
on 1 November 2010. 

The Authority is governed by a Board, which is supported by the Chief Executive and about 
55 staff. 

The Authority is responsible for providing independent governance of the electricity industry 
and oversees the operation of the electricity system and market. The Authority’s governance 
function is achieved primarily through the Electricity Industry Participation Code 2010 (the 
Code). 

The Authority works closely with Advisory Groups, which include consumer and industry 
representatives, on areas for improvements to the electricity market. The Security and 
Reliability Council (SRC) advises the Authority on the performance of the electricity system 
and the system operator, and on security of supply matters. The Authority also consults 
extensively with stakeholders on a project-by-project basis. 

The Authority provides for the operation of the electricity system and markets through 
contracts with service providers. Transpower manages the day-to-day operation of the 
electricity system as the system operator. The Authority contracts NZX and the Jade 
Software Corporation (Jade) to undertake the day to day operation of market service 
systems including settlement and prudential security, pricing, reconciliation, wholesale 
information and trading, and registry systems. 

The Authority is required to have regard to Government Policy Statements presented in 
Parliament by the Minister. There are currently no such policy statements. 

The Authority’s statutory objective 
Section 15 of the Act states the Authority’s objective: to promote competition in, reliable 
supply by, and the efficient operation of, the electricity industry for the long-term 
benefit of consumers. 

The Authority’s functions 
Section 16 of the Act sets out the Authority’s functions. Broadly, these are to: 
• register industry participants; 
• develop and administer the Code; 
• monitor and enforce compliance with the Code, Act and regulations; 
• facilitate market performance through information, best-practice guidelines, and related 

services; 
• undertake sector reviews; 
• act as market administrator and contract for market operation service providers; 
• promote the benefits of comparing and switching retailers; and 
• monitor sector performance against the Authority's statutory objective. 

http://www.ea.govt.nz/industry/mo-service-providers/
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The Authority is responsible for the Code  

The Electricity Industry Participation Code and the Electricity Industry (Enforcement) 
Regulations 2010 (the Regulations) came into effect on 1 November 2010. The Code sets 
out industry participants’ obligations across the electricity market, from generation through to 
transmission, distribution, retailing and the hedge market. 

The Authority makes changes to and administers the Code, and monitors and enforces 
compliance with the Act, Regulations, and the Code.  

Funding  

The Electricity Authority is funded from Vote: Energy. The Crown is reimbursed for the cost 
of funding the Authority through a levy on industry participants. The levy also funds electricity 
efficiency programmes delivered by the Energy Efficiency and Conservation Authority 
(EECA), and upgrading and promoting the Powerswitch website by the Ministry of Consumer 
Affairs. The levy is administered by the Authority in accordance with detailed formulae set out 
in regulation. 

The electricity sector 
Information about the sector, and the context of much of the Authority’s work, is summarised 
in the publication Electricity in New Zealand2. This publication explains how the physical 
system works (generation through to consumption), how the wholesale and retail markets 
work, and provides a range of useful factual information about the electricity sector. 

The Ministry of Economic Development (MED) is the Government’s lead policy adviser for 
the energy sector, including the electricity sector. MED leads the development of sector 
strategy and is involved in the formulation of legislation for the sector. As such, MED carries 
out considerable research and produces a range of information and statistical publications.  

As an independent Crown entity, the Authority’s planning and reporting requirements are set 
out in the Crown Entities Act 2004. MED also acts as the purchase adviser to the Minister of 
Energy and Resources, advising on what the Crown Entities Act requires of the Authority. 

Other key government agencies within the sector include the Commerce Commission, 
responsible for approving transmission investment proposals and the overall pricing of 
transmission services. The Commerce Commission is also responsible for approving the 
overall pricing of distribution services for some lines companies and setting quality 
thresholds. EECA is responsible for electricity efficiency programmes.  

The Authority has agreed memoranda of understanding with both the MED and Commerce 
Commission to clarify areas of common interest and address ‘border issues’. The Authority 
also agreed a joint strategy with the Ministry of Consumer Affairs on promoting the benefits 
of comparing and switching electricity retailers.  

The Crown is the owner of Transpower New Zealand Limited, the provider of the national 
transmission system. Transpower is also contracted to the Authority as the system operator, 
responsible for real-time coordination of generated electricity across the grid to meet 
demand. 

                                                
2 Electricity in New Zealand is available at: http://www.ea.govt.nz/about-us/documents-publications/electricity-nz/  

http://www.ea.govt.nz/about-us/documents-publications/electricity-nz/
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The Crown also currently owns 100 percent of three of the large generator/retailers operating 
in New Zealand—Genesis Energy, Mighty River Power, and Meridian Energy (together 
accounting for approximately 55 percent of retail market connections). Government policy 
includes potential sale of up to 49 percent of each of these State Owned Enterprises over the 
coming three to five years. 

Government priorities 
On 26 January 2012, the Prime Minister set out the following key priorities for the current 
term of government: 
• responsibly manage the Government's finances; 
• build a more competitive and productive economy; 
• deliver better public services; and 
• rebuild Christchurch. 

The Authority’s strategy, outlined in part two, contributes directly to the second of the above 
key priorities. The Authority’s vision and organisational development strategy outlined in part 
five contributes to the third of the above key priorities. The Authority is not directly involved in 
contributing to the first and last key priority. 

The MED has provided the Authority with high-level Government goals, outcomes and 
impacts for the energy sector to help develop this SOI. Those set out below relate to the 
work of the Authority and are reflected in the statutory objective and functions the 
Government has set in the Act. The Authority has incorporated these into this SOI. 

Government goal: building and strengthening the country. 

Government priorities: building a more competitive and productive economy, 
and delivering better public services. 

MED long-term outcomes: efficient, reliable and responsive infrastructure 
services, productive and competitive businesses and a world-class business 
environment. 

Sector impacts: 
• the energy sector provides competitive and secure energy supplies; 
• more effective competition; 
• a more efficient and effective regulatory environment; 
• well-informed and adequately protected consumers; and 
• more efficient and effective government procurement. 

New Zealand Energy Strategy and New Zealand Energy 
Efficiency and Conservation Strategy 
The Authority’s work contributes to energy strategy documents prepared by the MED. The 
New Zealand Energy Strategy - New Zealand Energy Efficiency and Conservation Strategy 
2011-2016 (NZES)3 was published in August 2011 and contains the following items that 
relate to the Authority’s work. 

                                                
3 Available from www.eeca.govt.nz/sites/all/files/nz-energy-strategy-2011.pdf  

http://www.eeca.govt.nz/sites/all/files/nz-energy-strategy-2011.pdf
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• Better consumer information to inform energy choices (page 11 of the NZES). The 
Authority’s promoting and facilitating customer switching output class contributes to this 
area of focus – see page 25 of this SOI. 

• Competitive electricity market (page 12 of the NZES). 

• Reliable electricity supply (page 13 of the NZES). 

• Contributing to an efficient and reliable electricity system (page 25 of the NZES). 

The Authority’s electricity industry governance and market operations output class 
contributes to the last three items in the above list – see page 19 of this SOI. 

Governing legislation 
The Authority’s strategy development and operation is guided by three key pieces of 
legislation as illustrated in figure 2:  

• the Electricity Industry Act 2010 sets out the Authority’s statutory objective, roles and 
functions; 

• the Public Finance Act 1989 defines the planning and reporting requirements for the 
state sector including the definitions of key terms such as outcomes and outputs; and 

• the Crown Entities Act 2004 provides for the specific planning and reporting 
requirements for Crown entity statements of intent and annual reports. 

 

Figure 2: Strategy and operational requirements 
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Part Two: Strategy and Outcomes 

Strategic framework 
The Authority has translated the statutory requirements into a strategic framework for 
implementation. This includes the statutory objective and vision statement as discussed in 
the Chair’s foreword. 

Outcomes and measures have been specified on page 14 to address the statutory objective 
and its competition, reliability and efficiency channels. 

The Authority has used the statutory objective and vision statement, and input from 
stakeholders, to develop a set of medium-term strategic priorities and a more detailed 
strategic framework shown in figure 3. The framework includes: 

• market development priorities, focus areas and projects (see page 12) – this is the 
focus for the Authority’s market development output to progress its outcomes; and  

• organisational development priorities and projects (see page 40) – this is the focus for 
the Authority’s capability development to achieve its vision. 

 

Figure 3: Strategic framework  
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Market development focus areas 
In 2012/13 the Authority will particularly focus on developing the following areas, which 
reflect the key issues as the Board sees them following consultation on its draft work 
priorities in December 2011 – January 2012. 

• Reducing barriers to entry and expansion. This has the potential to increase 
competition and efficiency right across the electricity market, covering the spot, retail, 
hedge, metering, frequency keeping and reserves markets, and other ancillary 
services.  

• Improving market information, price signals and security standards. This is 
primarily concerned with initiatives that promote efficient levels of reliability through 
greater demand and supply responsiveness to tight supply situations. The Authority is 
seeking greater levels of price signalling to a wider group of customers, and in some 
cases, more refined and sophisticated response mechanisms. This work builds on the 
recently completed Code amendments, including dispatchable demand, demand-side 
bidding and forecasting, scarcity pricing and stress testing. 

• Increasing choice and flexibility. This contributes to improving efficiency by removing 
regulatory constraints on innovation and cost reduction. It encompasses initiatives that 
focus on reducing transaction and regulatory costs, and increasing choice and flexibility 
so that firms are freer to develop new programmes and processes that increase quality 
and productivity. 

Market development strategic priorities 
The Authority has developed its market development work programme, covering Code 
amendments (i.e. changes to the market rules) and facilitation measures to bring about long-
term benefits for consumers. The work programme sets out the key strategic priorities and 
the major projects that the Authority intends to complete to progress the strategic priorities 
under the priorities of: 

1. successfully implementing key systems projects (especially section 42 of the Act (s42)) 
on time and within budget; 

2. implementing top priority Code and market facilitation initiatives by 30 June 2013; and 

3. implementing effective monitoring, information and education initiatives. 

Key projects have been identified that support each of the strategic priorities, as listed below, 
which includes the 10 projects listed in the Chair’s foreword as the overall top 10 priority 
projects. 

Details about the projects and steps being taken in 2012/13 will be set out in the work 
programme to be published shortly. 
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Strategic priority 1: Successfully implementing key systems 
projects (especially s42) on time and within budget 

Priority is being given to implementation of key systems and software projects currently 
underway, based on Code amendments adopted in 2011. Successful implementation of 
these projects includes delivery by service providers on time and within budget, and also 
includes successful communication with those affected, where relevant.  

Four of these projects are to implement the new matters in section 42 of the Act, which are 
particularly high priority (some section 42 projects do not require material systems 
implementation by the Authority or its service providers)4. Resources will be allocated for 
post-implementation reviews for key projects, which include: 

• implementing scarcity pricing and stress testing (s42(2)(b)); 

• implementing the FTR manager service provider role (s42(2)(c)); 

• implementing demand side bidding and forecasting (with dispatchable demand to 
follow) (s42(2)(d)); and 

• implementing new metering arrangements in Part 10 of the Code. 

Strategic priority 2: Implementing top priority Code and market 
facilitation measure initiatives by 30 June 2013 
Key priorities have been identified for development of Code or market facilitation measures in 
2012/13, including: 

• completing interim arrangements for expiry of automatic under-frequency load 
shedding (AUFLS) exemption arrangements;  

• introducing arrangements to enable the dispatch of multiple frequency keepers 
(including removing constrained-on frequency keeping payments); 

• reviewing the mix of products and system operator tools to manage under-frequency 
events, including AUFLS; 

• completing a review of the settlement and prudential security arrangements in the spot 
market to reduce barriers to entry and achieve consistent risk levels over time; 

• providing for greater disclosure of information relating to the forward price curve, such 
as potential access to snow pack data, gas storage, coal storage, hedge position; 

• completing a review of the arrangements for management of retailer default situations; 

• continuing consumer switching programmes, in particular developing a request for 
proposal tool for small and medium enterprises; 

• completing the transmission pricing review regarding the method for allocating 
transmission costs; 

• completing the review of Code relating to undesirable trading situation provisions and 
remedies; and 

• furthering hedge market development, including publication of risk-management 
booklet and encouraging market-making on options or caps. 

                                                
4  Information about all of the section 42 projects is available in the Authority’s completion report to the Minister, which is 

available at: www.ea.govt.nz/our-work/programmes/priority-projects/ 

http://www.ea.govt.nz/our-work/programmes/priority-projects/
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Strategic priority 3: Implementing effective monitoring, information 
and education initiatives 
Key priorities have been identified for informing consumers about the electricity market, and 
providing information to market participants. Key projects for 2012/13 include: 

• providing technical market monitoring analysis and statistics regarding competition in, 
reliable supply by, and efficient operation of the electricity industry; 

• educating consumers about trade-offs (e.g. reliability versus cost) and benefits that are 
delivered through a competitive market and resilience of the industry to adverse 
events; 

• educating participants on the operation of the Code, with specific focus on new areas 
of Code development, including refreshing existing and complete new guidelines to 
facilitate market operational knowledge, and subject-specific industry fora; and 

• making tools and data more accessible to industry participants, other interested parties, 
and the public in general, including the Authority’s data warehouse and electricity 
market information software (EMI) initiatives. 

Outcome measurement  

The Authority published its Interpretation of the Authority's 
statutory objective in February 2011. In summary, the 
Authority’s statutory objective (its key outcome) is interpreted 
as requiring it to exercise its functions, for the long-term 
benefit of electricity consumers, to: 

• facilitate or encourage increased competition in the 
markets for electricity and electricity-related services, 
taking into account long-term opportunities and 
incentives for efficient entry, exit, investment and 
innovation in those markets; 

• encourage industry participants to efficiently develop 
and operate the electricity system to manage security 
and reliability in ways that minimise total costs whilst 
being robust to adverse events; and 

• increase the efficiency of the electricity industry, 
taking into account the transaction costs of market 
arrangements, the administration and compliance 
costs of regulation, and Commerce Act implications for 
the non-competitive parts of the electricity industry, 
particularly in regard to preserving efficient incentives 
for investment and innovation. 

Improving competition, reliability and efficiency in the 
electricity sector are therefore considered the channels 
through which the statutory objective will be progressed. 
These channels will also be used to measure progress 
against the statutory objective. 

Performance
information
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Measurement approach 

The Authority’s outcome measurement uses two approaches to monitoring progress with 
competition, reliability and efficiency: 

• Perception surveys: Monitoring consumer and stakeholder perceptions through 
annual surveys of consumers and sector representatives. Perceptions are important as 
they influence the predictability and durability of the regulatory regime, and over time 
they should be strongly influenced by actual performance.  
 
During 2011/12 the Authority measured consumer and investor perceptions of 
electricity industry competition, reliability and efficiency, through consumer and 
stakeholder surveys. These surveys form the baseline for measuring perceived 
outcomes over time.  
 
A number of specific questions are used in each of the competition, reliability and 
efficiency measurement sections below. In particular competition measurement is 
complex and involves several questions used in both the consumer and stakeholder 
surveys. In these cases the Authority is developing a measurement process involving 
assessing each individual question and the aggregate results. 

• Annual assessment of market performance: Monitoring industry data relating to 
performance through its annual assessment of market performance reports.  
The Authority published its first annual market assessment in late 2011: Electricity 
market performance: 2010–2011 in review: the year to 31 October 2011. This report is 
the Authority’s major analytical report on performance information on outcomes.  
 
The initial assessment focused on the competition channel of the Authority’s statutory 
objective. In 2012/13 the market performance report will cover all three channels of the 
statutory objective and provide the basis for outcome measurement set out below5.   

The area of outcome measurement is complex, with multiple factors influencing results, and 
in-depth analysis being required. The SOI and subsequent annual report will address the 
high-level measures below, and will be supported by more detailed reporting of, for example, 
survey results, and the annual assessment of electricity market performance.  

The Authority is continuing to refine and develop its outcome measurements, which may 
result in updated measures in future statements of intent. 

Competition measures 

The Authority is seeking greater competition in the electricity market. 

The Authority interprets competition in the electricity industry to mean workable competition 
in buying and selling electricity and where possible in electricity-related services, such as 
ancillary services, and transmission and distribution services. This includes the spot market, 
over the counter hedge market, short and long term futures contracts, and ancillary services 
(includes instantaneous reserves, frequency keeping, voltage support and black start). 

The Authority seeks to facilitate or encourage increased competition in the markets for 
electricity and electricity-related services, taking into account: 

                                                
5  The initial report is available at: http://www.ea.govt.nz/industry/monitoring/reports-publications/annual-reviews/ 

http://www.ea.govt.nz/industry/monitoring/reports-publications/annual-reviews/
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• long-term opportunities and incentives for efficient entry, exit, investment and 
innovation in those markets, and  

• the bounds of a small economy that is unable to import electricity. 

Outcomes sought Measure Target 

Widespread 
confidence among 
investors and 
consumers in the 
competitiveness of 
electricity markets. 

Perception surveys: 
Percentage of survey respondents with an opinion 
on the matter who rate the electricity industry as 
neutral or better against a suite of competition 
statements. 

Overall improvement in suite of 
survey results (against the 
baseline obtained from the 
2011 survey results). 

Overall improvement 
across a suite of 
statistics on electricity 
market competition. 

Annual assessment of market performance: 
Electricity market competition statistics in the 
annual assessment of electricity market 
performance, covering residential, spot, hedge 
and ancillary service markets. Statistics will also 
address entry and exit data, dynamic efficiency, 
and information about investment and innovation. 

Overall improvement in suite of 
competition statistics. 

Reliability measures 

The Authority is seeking efficient levels of supply reliability across the supply chain 
(generation, transmission, distribution, and retailing). 

The Authority interprets reliable supply to mean both reliability and security, in continuity of 
supply and quality of supply. 

The Authority encourages industry participants to efficiently develop and operate the 
electricity system to manage security and reliability in ways that minimise total costs whilst 
being robust to adverse events. 

Outcomes sought Measure Target 

Widespread 
acceptance among 
consumers of efficient 
levels of supply 
reliability. 

Perception surveys: 
Percentage of survey respondents with an opinion on the 
matter who rate the electricity industry as neutral or better 
against the statements: 
“There is a reliable supply of electricity each day, that is, 
a good balance is achieved between the cost of power 
cuts versus the cost of maintaining power lines.”6 

Overall improvement in 
survey results. 
(2011 results: public 
survey 76%, sector 
survey 93%.) 

“There is enough electricity to meet ongoing needs, that 
is, a good balance is achieved between the cost of 
having some power stations sitting idle most of the time 
against the cost and risk of power shortages when there 
is a long drought that limits hydro-generation.” 

(2011 results: public 
survey 70%, sector 
survey 63%.) 

Overall improvement 
across a suite of 
statistics on efficient 
levels of reliable 
electricity supply. 

Annual assessment of market performance: 
Measures of the efficiency of security and reliability, 
covering short-term service interruptions on the 
distribution network, transmission system reliability, 
resilience to emergency events (including dry years), and 
assessment of efficient investment in reliability. 

Overall improvement in 
suite of statistics on the 
efficiency of security 
and reliability levels. 

                                                
6  Note that the original survey question included, at the end of the sentence, the wording “…which is funded by the fixed daily 

charge on your electricity bill”. The question wording will be changed for the next survey to address issues with this initial 
wording. 
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Efficiency measures  

The Authority is seeking wholesale and retail electricity markets, and transmission 
and distribution arrangements, that are efficient mechanisms for coordinating 
electricity production and consumption, and for facilitating timely and innovative 
investment in the electricity system. 

The Authority interprets promoting efficient operation to mean exercising its functions in ways 
that enhance the efficiency of the industry. 

The Authority seeks to increase the efficiency of the electricity industry, taking into account: 

• the transaction costs of market arrangements and the administration and compliance 
costs of regulation; and 

• Commerce Act implications for the non-competitive parts of the electricity industry, 
particularly in preserving efficient incentives for investment and innovation. 

 

Outcomes sought Measure Target 

Widespread 
recognition that 
electricity markets, 
and transmission and 
distribution 
arrangements, are 
efficient. 

Perception surveys:  
Percentage of survey respondents with an opinion on 
the matter who rate the electricity industry as neutral or 
better against the statements:  
“The New Zealand electricity market ensures that the 
right mix of power stations is built in time to meet 
growing demand for power.” 

Overall improvement in 
survey results. 
(2011 results: public 
survey 53%, sector 
survey 42%.) 

“The New Zealand electricity market ensures electricity 
is generated and supplied efficiently.” 

(2011 results: public 
survey 76%, sector 
survey 67%.)  

Overall improvement 
across a suite of 
statistics on electricity 
system and market 
efficiency. 

Annual assessment of market performance:  
Measures of electricity system and market efficiency in 
the annual assessment of electricity market 
performance.  
Measures will include the costs and benefits of 
operating the electricity system and markets. 

Overall improvement in 
suite of statistics on 
operational efficiency. 
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Part Three: Statement of Forecast Service 
Performance 
This statement of forecast service performance (SSP) 
contains the information required by sections 141(1)(f) 
and 142(1)(b) of the Crown Entities Act 2004, to be 
reported against in the Authority’s Annual Report and 
also audited. This section includes: 

• specification of the Authority’s quality standard 
for written documents; 

• a summary of the Authority’s appropriations and 
output classes; 

• detailed specification of the Authority’s output 
classes including: 

− contributions to the competition, reliability 
and efficiency channels of the Authority’s 
outcome; 

− description—a description of the outputs to 
be delivered; and 

− measurement—impact and output 
performance measures, statistics and data 
that, where possible, address the impacts 
and outputs for each output. 

 

Quality standard (applies to all relevant outputs) 
The Authority’s Board and Advisory Group papers and publications reflect the quality of 
decisions made and form the basis for communicating with the Authority’s stakeholders and 
service providers. The Authority has a quality standard that includes the following 
requirements for reports and publications: 
• a logical statement of the issue; 

• clear definitions; 

• assessment of the options; 

• relevant information including the results of consultation; 

• clear conclusions; 

• recommendations based on the evidence; and 

• written for the intended audience. 

Performance
information
key
This part
of the SOI
sets out the
Authority’s 
forecast 
service 
performance,
its outputs 
and the 
intended 
impacts on 
outcomes

Outcomes

Impacts

Outputs

Processes 
and inputs

Performance
information
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This part
of the SOI
sets out the
Authority’s 
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service 
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Outputs

Processes 
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Summary of appropriations and output classes 

Appropriations and 
output classes 

$ million Contribution to outcomes 

20
10

/1
1 

8 
m

on
th

s 
ac

tu
al

  

20
11

/1
2 

 
ap

pr
op

ria
tio

ns
 

20
12

/1
3 

 
ap

pr
op

ria
tio

ns
  

20
13

/1
4 

 
fo

re
ca

st
 

20
14

/1
5 

 
fo

re
ca

st
 

C
om

pe
tit

io
n 

R
el

ia
bi

lit
y 

Ef
fic

ie
nc

y 

Electricity industry 
governance and market 
operations 

37.698 62.535 63.906 64.873 65.593    
Reserve energy and 
emergency measures—
availability costs* 

15.687 10.670 NA NA NA NA NA NA 

Reserve energy and 
emergency measures—
variable costs** 

0.205 4.662 NA NA NA NA NA NA 

Security management  NA NA 6.000 over 5 years  
(2012/13 to 2016/17) 

-  - 

Promote and facilitate 
customer switching 

1.499 3.501 3.500 2.000 NA  -  

Electricity Authority litigation 
fund*** 

0.111 0.444 0.444 0.444 0.444 - - - 

 

Notes:  
*  Appropriation ended in 2011/12. This appropriation previously funded the Whirinaki supply agreement with the Crown. 
** Appropriation ended in 2011/12. Replaced by the security management appropriation to take effect from 1 July 2012. 
***  The Electricity Authority litigation fund provides funding to ensure that the Authority is able to participate in litigation effectively and 

without delay. This is a Crown expense appropriation, which is drawn on only for major litigation. There is no output class for this 
appropriation. 

Output class 1: Electricity industry governance and market 
operations  
The electricity industry governance and market operations output class includes the general 
operations of the Authority, including Board members’ costs, the Security and Reliability 
Council, Rulings Panel, Advisory Groups, and the operation of the electricity system and 
market operations as detailed below. 

Contributions to outcomes 
The output class contributes to the competition, reliability and efficiency channels within the 
Authority’s outcome. 

Operation of the electricity system and markets address ensuring that day-to-day operation 
of the electricity system and markets is efficient and reliable. Efficient and reliable day-to-day 
operations are fundamental to ensuring effective competition. 

Market development work addresses optimising arrangements for the competitive, reliable 
and efficient operation of the electricity system and markets, be they through Code 
amendments or market facilitation measures. 

Compliance work supports competition, reliability and efficiency channels of the outcome by 
working to ensure that the Act, regulations and Code are accurately and consistently applied 
and that ongoing or systemic issues are identified and resolved. 
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Operation of the electricity system and markets 

Description 
The Authority is responsible for: 
• contracting for the day-to-day operation of the electricity system and the retail and 

wholesale (including ancillary services) markets in accordance with the Code (see 
page 43 for descriptions of these roles); 

• performing the functions of the market administrator; 
• performance oversight of security policy and operation, including support to the 

Security and Reliability Council (also see the security management appropriation on 
page 27); 

• maintaining the register of industry participants; 
• granting individual exemptions to the Code, where justified; 
• providing education to improve knowledge across the market; 
• investigating and resolving alleged undesirable trading situations; 
• monitoring the implementation of voluntary arrangements, model agreements and 

guidelines; 
• approving or declining security of supply policies and plans proposed by the system 

operator; and 
• carrying out responsibilities for supply shortage declarations e.g. public conservation 

campaigns, if needed. 

The electricity system and markets operate across a range of timescales from real-time to 
years, and involve a complex supply chain connecting electricity generation to consumers. 
Successful operation of the system and markets requires a myriad of physical and financial 
transactions between parties.  

The Authority engages the service providers to facilitate the activities necessary to ensure 
the effective operation of the system (system operator) and the markets (the other service 
providers).  

The Authority also undertakes a range of facilitation activities to ensure that the markets 
operate as intended. 

Measurement 
Impact indicators Measure Target 

Reliable real-time coordination of the 
electricity system. 

The electricity system achieves the 
requirements of the Act, regulations and 
Code. 

No significant breaches7 by the system 
operator service provider. 

Accurate, reliable and timely 
coordination of electricity markets. 

The electricity market systems achieve 
the requirements of the Act, regulations 
and Code. 

No significant breaches by electricity 
market operation service providers. 
Contract performance standards met. 

Effective security management policies 
and plans in place. 

Security of supply policies and plans 
place clear and efficient obligations on 
service providers and industry 
participants, as measured by a survey 
of those parties. 

No public conservation campaigns 
initiated outside of the process 
described in the Emergency 
Management Plan. 

   

 

                                                
7  Breaches are events when reliability standards are not met. The absence of breaches therefore is an indicator that reliability 

standards are met. A significant breach is one that results in either a warning letter to the CEO or an adverse finding by the 
Rulings Panel. 
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Output performance 
measures 

1 Nov. 2010 – 
30 Jun. 2011 
actual 

2011/2012 target 2012/2013  
target 

2013/2014 
forecast 

2014/2015 
forecast 

Maintain delivery standards 
for Electricity system services 
in accordance with the Act, 
regulations and Code. 

- - System operator meets the requirements of the principle 
performance obligations, including: 
• no cascade failures; 
• frequency is kept within limits at all times; and 
• the system operator’s systems are effective 100% of 

the time. 
Appropriate action taken by the Authority to address any 
Act, regulation, Code or contract breaches. 

Market operation service 
providers meet the 
requirements of the Act, 
regulations and Code. 

- - Market operation service providers’ Code and contract 
performance standards met.*  
Market operations systems meet availability targets 
established in contracts.* 
Appropriate action taken by the Authority to address any 
Act, regulation, Code or contract breaches. 

Market administrator services 
delivered in accordance with 
Code. 

- - No significant breaches as a result of Authority carrying 
out its market administration function. 

Maintain appropriate security 
management policies.  

- - Complete the review of the winter capacity and energy 
standards by 30 June 2013. 
Security management policies are reviewed, as 
necessary. 
All relevant reports to the Board include a statement of 
compliance that the quality standard has been met. 

The Security and Reliability 
Council (SRC) is effectively 
supported. 

Established in 
March 2011. 

Three meetings a 
year supported. 
The scope, quality 
and timeliness of 
SRC support 
meets or exceed 
the expectations 
of the chair. 

Three meetings a year supported. 
The scope, quality and timeliness of SRC support meets 
or exceed the expectations of the chair.  
All advice to the SRC meets the requirements of the 
Charter about Advisory Groups. ** 

 

Note:   
* Market operation service provider Code and contract performance standards, including availability standards, vary between 

the various providers. Details are available on the Authority’s website at: www.ea.govt.nz/industry/mo-service-providers/  
** The Charter about Advisory Groups is available on the Authority’s website at: www.ea.govt.nz/about-us/documents-

publications/foundation-documents/. Relevant standards, processes and requirements are specified in this document. 

Market development 

Description 
The Authority develops electricity market facilitation measures (voluntary) and the Electricity 
Industry Participation Code (the Code) to promote the attainment of its statutory objective. It 
may also advise the Minister of Energy and Resources on beneficial changes to statutory 
regulations and statutory provisions. Market development work is undertaken by the 
Authority in conjunction with Advisory Groups comprising consumer representatives and 
industry participants, including substantial consultation with stakeholders.  

In its first year of operation the Authority completed a number of significant Code 
amendments that required substantial changes to business systems for service providers 
and industry participants. A strategic priority for the Authority in 2012/13 is to work with these 
service providers and industry participants to ensure these Code amendments are effectively 
and efficiently implemented in a timely fashion. 

The Authority has been developing constructive relationships with all service providers, 
including more formalised arrangements for joint work planning with the system operator. 

http://www.ea.govt.nz/industry/mo-service-providers/
http://www.ea.govt.nz/about-us/documents-publications/foundation-documents/
http://www.ea.govt.nz/about-us/documents-publications/foundation-documents/
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This provides for a focus on projects of common interest in a timely, prioritised and efficient 
manner to ensure the work programme is successfully delivered. 

The Authority also collects and publishes wide-ranging information to facilitate the efficient 
operation of the electricity system and markets. 

Improvement in how the markets operate through enhanced Code and market facilitation 
measures, and timely, accurate information to inform markets will directly contribute to 
improvements in line with the statutory objective. All initiatives are assessed against the 
desired outcomes and must have a positive cost-benefit analysis. Post implementation 
reviews will assess whether initiatives deliver the expected benefits. 

Deliverables include: 

• developing and amending the Code and market facilitation measures (eg guidelines or 
model arrangements) to improve the performance of the electricity industry (giving 
priority to completing key Code development initiatives listed in the foreword and part 
two);  

• providing support to Advisory Groups in their role of contributing to development of 
Code and market facilitation measures; 

• implementing Code amendments where action is required by the Authority or its 
service providers; 

• monitoring the competitiveness, reliability, and efficiency of the electricity industry to 
identify areas for further Code development, publishing relevant reports; 

• undertaking reviews requested by the Minister under section 18 of the Act; 

• providing information to the market, ranging from real-time through to time-series 
analysis; 

• publishing fact sheets about how the market works and key facts about the market; and 

• publishing data and providing tools to support analysis of the electricity industry. 

Measurement 
Impact indicators Measure Target 

Effective development and 
implementation of Code amendments 
and market facilitation measures. 

Post-implementation reviews for 
software projects (including section 42 
projects). 

Suite of post-implementation reviews of 
systems and software projects show 
they meet budget and timeline targets 
in six out seven cases. 

Code amendments deliver intended 
benefits and impacts on market 
behaviour. 

Post-implementation review for section 
42 and major projects. 

Suite of post-implementation reviews 
show that market behaviour altered in 
intended direction and net benefits 
delivered overall. 

   

 

Output performance 
measures 

1 Nov. 2010 – 
30 Jun. 2011 
actual 

2011/12 target 2012/2013 target 2013/2014 
forecast 

2014/ 2015 
forecast 

Complete implementation of 
Code amendments for new 
matters in section 42(2) of the 
Act. 

Quarterly 
updates 
published. 
On track for 
completion of 
Code 
amendments. 

Code 
amendments 
completed, where 
required. 
Report provided to 
the Minister by 
1 November 2011. 

Implementation 
completed for all section 
42 matters with the 
exception of 
dispatchable demand. 
All relevant reports to 
the Board include a 
statement of compliance 
that the quality standard 
has been met. 

Implementation 
completed for 
dispatchable demand. 
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Output performance 
measures 

1 Nov. 2010 – 
30 Jun. 2011 
actual 

2011/12 target 2012/2013 target 2013/2014 
forecast 

2014/ 2015 
forecast 

Sound decision-making 
processes followed for 
facilitation measures and 
Code amendment proposals, 
enabling effective 
implementation by the sector.  

Consultation 
Charter 
consulted on 
and published. 

Work completed 
on Code 
amendment 
proposals meets 
the standards of 
the Consultation 
Charter and Code 
change principles. 
All Code change 
proposals and 
implementation 
plans include 
impact 
assessment based 
on consultation 
with relevant 
parties. 

All relevant reports to the Board include a 
statement of compliance that the quality standard 
has been met. 
All relevant advice to the Board (including 
consultation papers) includes a statement of 
compliance that the Interpretation of the Authority’s 
statutory objective has been followed.* 
All consultation processes are undertaken in 
accordance with the Consultation Charter, unless 
the Board has approved a specific departure.* 
Work completed on Code amendment proposals 
meets the Act requirement, the standards of the 
Code amendment principles, including containing 
a robust cost-benefit analysis, unless the Board 
has approved a specific departure.* 

Advisory Groups operate in 
accordance with the Charter 
about Advisory Groups. 

Charter about 
Advisory 
Groups 
consulted on 
and published. 

Advisory Group 
support meets or 
exceeds the 
expectations of 
the independent 
chairs. 

All advice from Advisory Groups meets the 
requirements of the Charter about Advisory 
Groups.* 
All advisory group discussion paper processes are 
undertaken in accordance with the Consultation 
Charter, unless the Board has approved a specific 
departure.* 
The scope, quality and timeliness of Advisory 
Group support meets or exceeds the expectations 
of the independent chairs. 

The number of successful 
legal challenges to the 
Authority’s code development 
decisions. 

No successful 
legal 
challenges. 

No successful 
legal challenges. 

No successful legal challenges. 

Reviews requested by the 
Minister under section 18 of 
the Act. 

N/A, no 
requests. 

Completed by 
agreed 
timeframes. 
The scope, quality, 
and timeliness of 
reports meet or 
exceed the 
Minister’s 
expectations. 

Completed by agreed timeframes. 
The scope, quality, and timeliness of reports meet 
or exceed the Minister’s expectations.** 

Annual assessment of market 
performance published. 

Report not 
completed. 

First market 
assessment report 
by 30 June 2012. 

Annual assessment report produced by the end of 
the financial year. 
Annual assessment report meets the Authority’s 
quality standards. 

Market investigations or 
monitoring reports completed. 

- - Two to four reports completed per annum. 
The scope, quality and timeliness of market 
investigation or monitoring reports completed 
meets or exceeds the expectations of the Board. 

One or more fact sheets 
published. 

- One or more fact 
sheets published 
by 30 June 2012. 

One or more fact sheets published or updated 
each year. 
Fact sheets meet the Authority’s quality standards. 

Note:   
* The Interpretation of the Authority’s statutory objective, Charter about Advisory Groups, and Consultation Charter (including 

the Code amendment principles) are available on the Authority’s website at: www.ea.govt.nz/about-us/documents-
publications/foundation-documents/. Relevant standards, processes and requirements are specified in these documents. 

** Aggregate response to survey for each report.  

http://www.ea.govt.nz/about-us/documents-publications/foundation-documents/
http://www.ea.govt.nz/about-us/documents-publications/foundation-documents/
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Compliance  

Description 
The Authority is responsible for monitoring, investigating and enforcing compliance with the 
Act, regulations made under the Act, and the Code.  

Compliance activity is largely driven by addressing reported breach notifications. However, 
the Authority also undertakes proactive compliance monitoring.  

While the compliance activity itself provides incentives to participants to ensure they have 
effective compliance arrangements, the Authority also provides participants with feedback, 
education and information with the aim of improving compliance. Examples include 
compliance workshops, compliance newsletters, site visits, and reports from each 
Compliance Committee meeting. 

Breach notifications are investigated by a team of staff within the Authority, which reports to 
the Board’s Compliance Committee. Most compliance decision-making is currently delegated 
to the Committee, with the exception that the Board makes the decision to refer cases to the 
independent Rulings Panel (see page 39 for information about the Rulings Panel). 

The volume of breach notifications varies over time for a range of reasons. For example, the 
Authority has focused on ensuring participants report breaches where this is mandatory 
under the Code. Less emphasis has been placed on breaches which are not required to be 
reported and have no or very minor impact on the market or other participants. Significant 
Code amendments may also give rise to an initial increase in reported breaches while 
systems and processes settle in. Information about breach notifications and closures will be 
included in the annual report. 

Measurement 
Impact indicators Measure Target 

Increased compliance with the Act, 
regulations and Code. 

Repeat breaches of the Act, 
regulations and Code where 
reporting of breaches is 
mandatory. 

Reducing trend of repeat breaches by the same 
participant.  
Reducing trend of breaches of the same 
provision. 

Increased awareness of the Act, 
regulations and Code among those 
responsible for complying with them. 

Participants’ perceptions as 
measured by survey. 

Increased awareness of the Act, regulations and 
Code. 

   

 

Output performance 
measures 

1 Nov. 2010 – 
30 Jun. 2011 
actual 

2011/12 
target 

2012/2013 
target 

2013/2014 
forecast 

2014/ 2015 
forecast 

The percentage of notifications of 
alleged breaches completed or referred 
to the Rulings Panel within three months 
of notification. 

57% 70% 75% 77.5% 80% 

The percentage of notifications of 
alleged breaches completed or referred 
to the Rulings Panel within six months 
of notification. 

90% 85% 85% 87.5% 90% 

The percentage of notifications of 
alleged breaches completed or referred 
to the Rulings Panel within 12 months of 
notification.* † 

- - 98% 98% 98% 
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Output performance 
measures 

1 Nov. 2010 – 
30 Jun. 2011 
actual 

2011/12 
target 

2012/2013 
target 

2013/2014 
forecast 

2014/ 2015 
forecast 

Sound compliance processes followed.* - - All reports to the Compliance Committee include 
a statement of compliance the Authority’s quality 
standard and compliance case management 
procedures have been met. 

The number of successful legal 
challenges to the Authority’s compliance 
activities.* 

- - No successful legal challenges. 

Notes:  
* New measure.  
† Excludes notifications prior to the Authority’s establishment on 1 November 2010. 
 

Output class 1 appropriation  
Appropriation—Electricity 
industry governance and 
market operations  
($ million) 

1 Nov 10 – 
30 Jun 11 
actual 

2011/2012 
budget 

2012/2013 
budget 

2013/2014 
forecast 

2014/2015 
forecast 

Income 38.054 62.535 63.906 64.873 65.593 

Expenditure 37.698 62.535 63.906 64.873 65.593 

Output class 2: Promoting and facilitating customer 
switching  

Contributions to outcomes 

The output class contributes primarily to the competition channel within the Authority’s 
outcome. Well-informed consumers, provided with the tools to switch readily if they so desire, 
provide real competitive pressure on electricity retailers to ensure that the offer the best 
possible price and service options to consumers. 

Description 

This output class is for promoting the potential benefits of switching, and facilitating the ease 
of the switching process for consumers. Section 16(1)(i) of the Act requires the Authority to 
promote to consumers the benefits of comparing and switching retailers. The Authority’s 
establishment funding included approval for an appropriation of $10.5 million over 3.5 years 
to enable the Authority to meet this requirement. The appropriation commenced on 
1 November 2010 and expires on 30 April 2014. 

The Authority coordinates its work, as appropriate, with the Ministry of Consumer Affairs, 
which is responsible for upgrading the capability of Consumer New Zealand’s Powerswitch 
website, and promoting and facilitating the use of that website to consumers. 
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Measurement 

Impact indicators Measure Target 

Increased competitive 
behaviour by retailers. 

Measures of electricity market 
competition in the annual assessment of 
electricity market performance. 

Overall improvement in suite of competition 
statistics on electricity retailing. 

Increased consumer 
propensity to switch. 

Consumer awareness of the possible 
benefits of comparing and switching 
retailers as measured by consumer 
survey. 

Increase over the duration of the appropriation8. 
(October 2011 Tracker survey results: 63% of 
those responsible for paying the household 
electricity bill agree that they can save money by 
switching electricity provider; 74% believe it is 
worthwhile reviewing their electricity retailer.) 

 Consumer awareness of the ability to 
switch and perception of ease of 
switching retailers as measured by 
consumer survey. 

Increased. 
(October 2011 Tracker survey result: 66% of 
those responsible for paying the household 
electricity bill agree it is easy to switch electricity 
provider.) 

   

 

Output performance 
measures 

1 Nov. 2010 – 
30 Jun. 2011 
actual 

2011/2012 target 2012/2013 target 2013/2014 
forecast 

2014/ 2015 
forecast 

Tendering and procurement 
processes are run as 
necessary and meet 
Authority and government 
policy requirements. 

Tender 
processes 
completed for 
What’s My 
Number. 

Tender process 
completed for 
switching 
facilitation and 
online tool 
providers 
programme 
implemented by 
30 July 2011. 

For any new tenders: 
• Effective procurement processes 

are followed. 
• Published timetables for 

procurement adhered to. 

- 

Successful programme 
delivery takes place. 

What’s My 
Number 
launched 29 
May 2011. 

Switching 
facilitation and 
online tool 
providers 
programme 
implemented by 
30 July 2011. 
Programme 
outcome 
measurement 
plan developed 
and implemented. 

Authority monitors 
monthly provider 
reports and takes 
follow up action, if 
required. 
Annual assessment 
and review of all 
programmes 
completed.* 
Monitoring survey 
completed at least 
annually. 

Programme 
delivery 
wrapped up 
30 April 
2014. 

Evaluation 
report 
completed. 

 

Note:  
* New measure. The annual assessment report is provided to the Board. The report will include assessment of programme 

delivery and contract management, including covering effectiveness and value for money. The report is required to meet the 
Authority quality standards outlined on page 18 of this SOI. 

 

Output class 2 appropriation  
Appropriation—promoting and 
facilitating consumer switching  
($ million) 

1 Nov 10 – 
30 Jun 11 
actual 

2011/2012 
budget 

2012/2013 
budget 

2013/2014 
forecast 

2014/2015 
forecast 

Income 1.499 3.501 3.500 2.000 - 

Expenditure 1.499 3.501 3.500 2.000 - 
 

                                                
8  The appropriation ends on 30 April 2014. Over the medium to longer terms, as retailers respond to competitive pressures, 

the range of available retail tariffs is expected to narrow (there would not be so much price variation between retailers’ 
offerings). The amount of potential savings would then reduce and it would be less worthwhile for consumers to switch. This 
should result in these indicators trending down over the medium to longer terms. 
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Output class 3: Security management 

Contributions to outcomes 
The output class contributes primarily to the reliability channel within the Authority’s outcome, 
through supporting effective management of possible and actual emergency events. It is 
focused on short-term security management rather than ensuring long-term supply and 
system reliability (addressed under output class 1). 

Description 
The security management appropriation and output class starts on 1 July 2012, replacing the 
Reserve energy and emergency measures—variable costs appropriation. This appropriation 
is limited to the management of emergency events by the system operator, if required, 
including:  

• increased monitoring and management responsibilities in the event of an emerging 
security situation; and 

• planning and running a public conservation campaign. 

The system operator is responsible for ongoing security monitoring. The system operator 
must seek approval from the Authority for funding from this appropriation on a case by case 
basis when it considers increased monitoring or security management actions are justified. 
The system operator can incur some costs in this area without prior Authority approval, only 
if it is not reasonably practicable to seek prior approval, allowing for prompt action if 
necessary. 

Measurement 
Impact indicators Measure 

Emerging security situations and public conservation 
campaigns are appropriately initiated and are effectively 
managed by the system operator. 

Post-event reviews will assess whether emerging security 
situations and public conservation campaigns were 
appropriately initiated and effectively managed by the system 
operator. 

Security management is delivered by the system operator in 
accordance with its contract and the Code. 

Post-event reviews will assess whether Security management 
is delivered by the system operator in accordance with its 
contract and the Code. 
The Annual review of system operator performance will assess 
whether day to day Security management is delivered by the 
system operator in accordance with its contract and the Code. 

 

Output performance measure 2012/13 – 2014/15 target 

Timely and effective decision for system operator requests 
for funding under the security management appropriation. 
 

Decisions made on requests from the system operator for 
funding under this appropriation within 15 working days. 
All relevant reports to the Board include a statement of 
compliance that the quality standard has been met. 

 

Output class 3 appropriation  
Appropriation—Security 
management 
($ million) 

1 Nov 10 – 
30 Jun 11 
actual 

2011/2012 
budget 

2012/2013 
budget 

2013/2014 
forecast 

2014/2015 
forecast 

Income - - 1.200 1.200 1.200 

Expenditure - - 1.200 1.200 1.200 
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Electricity litigation fund  

Description 

There is no output class for this appropriation as it is a non-departmental other expenses 
appropriation. 

The fund does not directly contribute to progressing outcomes as its purpose is limited to 
ensuring that the Authority is able to participate in litigation effectively and without delay, if 
required. 

Measurement 

Performance measure 2012/13 – 2014/15 target 

The Electricity Authority uses the litigation fund in 
accordance with the criteria for its use. 

Litigation fund used in accordance with the criteria. 

Electricity litigation fund appropriation  
Appropriation—Electricity  
litigation fund  
($ million) 

1 Nov 10 – 
30 Jun 11 
actual 

2011/2012 
budget 

2012/2013 
budget 

2013/2014 
forecast 

2014/2015 
forecast 

Income 0.111 0.444 0.444 0.444 0.444 

Expenditure 0.111 0.444 0.444 0.444 0.444 
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Part Four: Financial Information  

Prospective financial statements 
The Crown Entities Act 2004 requires prospective 
financial statements to be presented in the SOI. The 
purpose of these financial statements is to provide a base 
against which the Authority’s actual financial performance 
can be assessed to promote public accountability. 

These prospective financial statements are prepared for 
the purpose described above and the information may not 
be appropriate for any other purpose. Actual financial 
results achieved for the period covered may vary from the 
information presented, and the variations may be 
material. 

There is no intention to update the prospective financial 
statements subsequent to presentation. 

Reporting entity 
The reporting entity is the Electricity Authority, which is an 
independent Crown entity in terms of the Crown Entities 
Act 2004 and the Public Finance Act 1989. The Authority 
was established under the Electricity Industry Act 2010. 

The Authority is a public benefit entity, as defined under 
NZIAS 1 and a reporting entity for the purposes of the 
Financial Reporting Act 1993, the Public Finance Act 
1989, and the Crown Entities Act 2004. 

Note on out-year appropriations 
The Cabinet approved appropriations for 2013/14 and 2014/15 are not sufficient to fund 
forecast Authority activity in those years. 

The financial statements in this SOI follow the appropriations approved when the Authority 
was established on 1 November 2010 plus subsequent changes to the appropriations 
approved by Cabinet. 

The Authority consults annually with levy payers on the proposed appropriations for the 
following financial year. This consultation process is required by section 129 of the Electricity 
Industry Act 2010. Consultation took place on 2012/13 appropriations from 29 November 
2010 to 9 January 2011. The Authority reported to the Minister of Energy and Resources on 
the results of the consultation and its proposed appropriations on 3 February 2012. 

The Authority subsequently established that its forecasts for system operator capital-related 
costs were significantly understated for 2012/13 and out-years. The cumulative additional 
capital-related costs are in the order of $2.000 million in 2012/13, $3.500 million in 2013/14, 
and $5.000 million in 2014/15. The impact of the additional costs is shown in the external 
advice line in Note (3) of the financial statements. These costs are non-discretionary 
contractual commitments. 
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The Authority has budgeted to absorb the additional costs in 2012/13 by implementing 
operational savings and reducing the funding available for its work programme. 

However, the measures being taken for 2012/13 will not cover the shortfall in out-years. 
The Authority will be seeking additional funding for out-years through its appropriations 
consultation for 2013/14. The consultation will take place in late 2012 to feed in to the 2013 
Budget. 

Statement of compliance and basis of preparation 
These prospective financial statements have been prepared in accordance with Generally 
Accepted Accounting Practice (GAAP) in New Zealand, adopting the New Zealand 
equivalents to International Financial Reporting Standards (NZIFRS) and its interpretations 
approved by the Accounting Standards Review Board. 

The financial statements are presented in New Zealand dollars rounded to the nearest 
thousand. 

The accounting policies below have been applied consistently to all periods presented in the 
financial statements. 

These prospective financial statements comply with FRS42. 

Statement of significant assumptions 
These financial statements have been compiled on the basis of government policies and 
legislation at the time the statements were finalised. 

A conservative view has been adopted with the assumption that funding will remain at the 
currently appropriated levels over the forecast period of these statements.9 

Budget expenditure is based on the assumption that the cost of certain inputs will increase in 
line with general inflation, while others will decrease as cost saving measures are 
implemented. 

                                                
9  The capital-related component of the system operator service provider contract will be higher than forecast when the 

appropriations were set. This difference is cumulative so the impact on out years is significant. The Authority has budgeted 
within the existing appropriation for 2012/13 by implementing operational savings and reducing the planned work 
programme. These measures will not cover the shortfall in out years and the impact can be seen in the external advice line 
in Note (3) of the financial statements. The Authority will be seeking additional funding for out years. 
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Prospective statement of comprehensive income 

 
Note 

Budget 
2012/13 

$000 

Forecast 
2013/14 

$000 

Forecast 
2014/15 

$000 

     
Crown appropriations 1 69,050  68,517  67,237  

Interest income  300  300  300  

Other income  -  -  -  

Total income  69,350  68,817  67,537  

     

Employee benefits 2 8,543  8,782  9,044  

Depreciation and amortisation  2,701  2,760  2,878  

Finance costs  -  -  -  

Other expenses 3 57,806  57,975  55,315  

Total expenditure  69,050  68,517  67,237  

     

Surplus/(deficit) for the year  300  300  300  

     

Other comprehensive income  -  -  -  

     

Total comprehensive income for the year  300  300  300  

Prospective statement of movements in equity 

 
Note 

Budget 
2012/13 

$000 

Forecast 
2013/14 

$000 

Forecast 
2014/15 

$000 

     
Opening balance at 1 July   9,000  9,300  9,600  

     

Comprehensive income by appropriation     

Electricity industry governance and market operations  300  300  300  

Promote and facilitate customer switching  -  -  -  

Security management  -  -  -  

Electricity litigation fund  -  -  -  

Total comprehensive income  300  300  300  

     

Closing balance at 30 June  9,300  9,600 9,900 
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Prospective statement of financial position 

 
Note 

Opening 
1 Jul 2012 

$000 

Budget 
2012/13 

$000 

Forecast 
2013/14 

$000 

Forecast 
2014/15 

$000 
      

Taxpayers’ funds  9,000  9,300  9,600  9,900  

      

Assets      

Current assets      

Cash and cash equivalents  12,192  6,743  8,317  10,098  

Receivables and prepayments  -  -  -  -  

  12,192  6,743  8,317 10,098 

Non-current assets      

Property, plant and equipment 4 383  462  539 607 

Intangible assets 5 5,828  7,486  6,132  4,668  

  6,211  7,948  6,671  5,275  

Total assets  18,403  14,691  14,988  15,373  

      

Liabilities      

Current liabilities      

Payables and accruals  5,000  5,000  5,000  5,000  

Employee benefits  238  253 
  

305  403  

Refund of appropriation to the Crown  4,000  -  -  -  

Distribution of net spot revenue to levy payers  27  -  -  -  

Other provisions  138  138  83  70  

  9,403  5,391  5,388  5,473  

Total liabilities  9,403  5,391  5,388  5,473  

      

Net assets employed  9,000  9,300  9,600  9,900  

Prospective statement of cash flows 

  
Budget 
2012/13 

$000 

Forecast 
2013/14 

$000 

Forecast 
2014/15 

$000 

     
Cash flows from operating activities     
Receipts from the Crown  69,050  68,517  67,237  

Repayment of surplus receipts to the Crown  (4,000) -  -  

Interest received from investments  300  300  300  

Distribution of Whirinaki spot revenue to levy payers  (27) -  -  

Payments to suppliers  (57,806) (57,030) (55,329) 

Payments to employees  (8,527) (8,731) (8,945) 

Net cash flows from operating activities  (1,010) 3,056  3,263 

     

Cash flows from investing activities     

Acquisition of property, plant and equipment  (472) (272) (272) 

Acquisition of intangibles  (3,967) (1,210) (1,210) 

Net cash flows from investing activities  (4,439) (1,482) (1,482) 

     

Net increase/(decrease) in cash and cash equivalents  (5,449) 1,574  1,781  

Cash and cash equivalents at beginning of year  12,192  6,743  8,317  

Cash and cash equivalents at end of year  6,743  8,317  10,098  
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Notes to the financial statements 
 
1 Crown appropriations Budget 

2012/13 
$000 

Forecast 
2013/14 

$000 

Forecast 
2014/15 

$000 

     
 Electricity industry governance and market operations 63,906  64,873  65,593  

 Promote and facilitate customer switching 3,500  2,000  -  

 Security management 1,200  1,200  1,200  

 Electricity litigation fund 444  444  444  

  69,050  68,517  67,237  

 
 
2 Employee benefits Budget 

2012/13 
$000 

Forecast 
2013/14 

$000 

Forecast 
2014/15 

$000 

     
 Salaries and wages 8,287  8,535  8,791  

 Contributions to defined contribution plans 246  253  261  

 Increase/(decrease) in employee benefit provisions 10  (6) (8) 

  8,543 8,782 9,044  

 
 
3 Other expenses Budget 

2012/13 
$000 

Forecast 
2013/14 

$000 

Forecast 
2014/15 

$000 

     
 Service provider contracts 10 41,434  45,168  47,488 

 Security management 1,200  1,200  1,200  

 Litigation fund 
 

444  444  444  

 External advice 10 8,046  4,926 2,912 

 Customer switching 3,500  2,000  -  

 Audit fees 40  40  40  

 Auditor fees for other services -  -  -  

 Advisory and working group fees 68  68  68  

 Authority members’ fees  475  475  475  

 Rulings Panel fees 64  64  64  

 Operating lease expenses 598  618  618  

 Travel expenses 229  229  229  

 Other operating expenses 1,708  1,743  1,777  

  57,806  56,975  55,315  

 

                                                
10  The capital-related component of the system operator service provider contract will be higher than forecast when the 

appropriations were set. The difference is cumulative so the impact on out years is significant. The service provider 
contracts line reflects the increased costs. The impact of insufficient funding is absorbed in the external advice line which 
funds the Authority’s work programme. 
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4 Property, plant and equipment Budget 

2012/13 
$000 

Forecast 
2013/14 

$000 

Forecast 
2014/15 

$000 

     

 Computer hardware 54  66  75  

 Computer hardware (service provider) 342  443 503 

 Office equipment 22  12  13  

 Furniture and fittings 23  18  16  

 Leasehold improvements 21  -  -  

 Net book value at 30 June 462  539 607 

 
 
5 Intangible assets Budget 

2012/13 
$000 

Forecast 
2013/14 

$000 

Forecast 
2014/15 

$000 

     
 Software 284  285  302  

 Software (service provider) 7,202  5,847  4,366  

 Net book value at 30 June 7,486  6,132  4,668  

 

Statement of significant accounting policies 
(a) Foreign currency transactions 

Transactions in foreign currencies are translated at the foreign exchange rate ruling at the date of the 
transaction. Monetary assets and liabilities denominated in foreign currencies at the balance sheet 
date are translated to New Zealand dollars at the foreign exchange rate ruling at that date. Foreign 
exchange differences arising on translation are recognised in the statement of comprehensive income.  

(b) Property, plant, and equipment 

Classes of property, plant and equipment 

The major classes of property, plant, and equipment are as follows: 

• leasehold improvements; 

• computer hardware; 

• furniture and fittings; and 

• office equipment. 

Owned assets 

Items of property, plant and equipment are stated at cost, less accumulated depreciation and 
impairment losses. Where material parts of an item of property plant, and equipment have different 
useful lives, they are accounted for as separate items of property plant, and equipment. 

Disposal of property, plant and equipment 

Where an item of plant and equipment is disposed of, the gain or loss recognised in the statement of 
comprehensive income is calculated as the difference between the net sale price and the carrying 
amount of the asset. 
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Subsequent costs 

Subsequent costs are added to the carrying amount of an item of property plant, and equipment when 
that cost is incurred if it is probable that future economic benefits embodied with the item will flow to 
the Authority. All other costs are recognised in the statement of comprehensive income as an expense 
as incurred. 

Depreciation 

Depreciation is charged to the statement of comprehensive income using the straight-line method at 
rates that will write off the cost of the assets, less their estimated residual values, over their useful 
lives. The estimated useful lives of major classes of assets and resulting rates are as follows: 

Type of asset Estimated life Depreciation rate 

Computer hardware 3–5 years 20%–33% 

Furniture and fittings 5 years 20% 

Office equipment 5 years 20% 

The cost of leasehold improvements is capitalised and depreciated over the unexpired period of the 
lease. All assets are assumed to have no residual value. Capital work-in-progress is recognised as 
costs are incurred and not depreciated until the asset is completed and fully operational.  

(c) Intangible assets 

Software 

Software applications acquired by the Authority are stated at cost, less accumulated amortisation and 
impairment losses. 

Subsequent expenditure 

Subsequent expenditure on intangible assets is capitalised only when it increases the future economic 
benefits embodied in the specific asset to which it relates. All other expenditure is expensed as 
incurred. 

Amortisation 

Amortisation is charged to the statement of comprehensive income on a straight-line basis over the 
estimated useful lives of intangible assets. 

Type of asset Estimated life Depreciation rate 

Software 3–8 years 12.5%–33% 

(d) Receivables and prepayment 

Receivables and prepayments are stated at cost, less impairment losses. Bad debts are written off 
during the period in which they are identified. 

(e) Cash and cash equivalents 

Cash and cash equivalents comprise cash balances and call deposits. Bank overdrafts that are 
repayable on demand and form an integral part of the Authority’s cash management are included as a 
component of cash and cash equivalents for the purpose of the statement of cash flows. 
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(f) Impairment 

The carrying amounts of the Authority’s assets are reviewed at each balance date to determine 
whether there is any indication of impairment. If any such indication exists, the recoverable amount for 
the asset is estimated. The estimated recoverable amount is the greater of the fair value for the asset, 
less costs to sell and value in use. 

If the estimated recoverable amount of an asset is less than its carrying amount, the asset is written 
down to its estimated recoverable amount and an impairment loss is recognised in the statement of 
comprehensive income. 

(g) Employee benefits 

Defined contribution plans 

Obligations for contributions to defined contribution plans are recognised as an expense in the 
statement of comprehensive income as incurred. 

Long service leave 

The Authority’s net obligation for long service leave is the amount of future benefit that employees 
have earned in return for their service in the current and prior periods. The obligation is calculated 
using the projected unit credit method and discounted to its present value. The discount rate is the 
market yield on relevant New Zealand government bonds at the balance sheet date. 

Annual leave 

Annual leave is a short-term obligation calculated based on the actual amount the Authority expects to 
pay. 

Sick leave 

The Authority provides for accumulating sick leave to the extent that it is probable that the employees 
will take more than their future annual entitlements. The calculation of the provision for sick leave is 
based on historical payroll information, using remuneration rates current as at the reporting date to 
measure the liability. 

(h) Provisions 

A provision is recognised when the Authority has a present legal or constructive obligation as a result 
of a past event and it is probable that an outflow of economic benefits will be required to settle the 
obligation. 

(i) Payables and accruals 

Payables and accruals are stated at cost. 

(j) Income tax 

The Authority is a public authority under the Income Tax Act 2007 and is exempt from income tax. 

(k) Goods and services tax 

All amounts are shown exclusive of goods and services tax (GST), except for receivables and 
payables, which are stated inclusive of GST. Where GST is not recoverable as an input tax, it is 
recognised as part of the related asset or expense. 
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(l) Revenue 

Crown revenue 

The Authority is funded by appropriations from Parliament that cover the range of outputs the Authority 
provides to the Crown. Revenue from appropriations is recognised when matched by expenditure in 
the period in which it is incurred. 

Interest income 

Interest income is recognised in the income statement as it accrues, using the effective interest 
method. 

Other revenue 

Other revenue is for services provided to third parties. Such revenue is recognised when earned and 
is reported in the financial period to which it relates. 

(m) Expenses 

Operating lease payments 

Payments made under operating leases are recognised in the statement of comprehensive income on 
a straight-line basis over the term of the lease. 

Changes in accounting policies 

There have been no changes to accounting policies. 
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Funding and levy information 

Expenditure 
The Authority is funded by appropriations from Parliament under Vote: Energy. Figure 4 
shows the broad areas of the Authority’s planned expenditure for 2012/2013. Note that 
expenditure by EECA and Ministry of Consumer Affairs is not included in figure 4, but their 
levy funding is included in figure 5. 

Figure 4: Forecast expenditure  
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Notes: 
Service provider contracts—costs covering agreements between the Authority and companies that provide services to 
operate the electricity system and wholesale and retail markets. 
Authority operations—all operational costs of the Authority (except service provider costs) including rent, overheads, staff 
costs, members’ costs, and external legal and other professional advice. 
Consumer switching—Authority costs for promoting to consumers the benefits of comparing and switching retailers. 

Levy allocation 
The Crown is reimbursed for the cost of the Authority (and certain EECA and Ministry of 
Consumer Affairs costs) by way of a levy on the electricity industry, collected by the Authority 
on its behalf, with amounts paid directly related to the volume of activity of individual 
electricity companies. The levy allocation formulae are set out in the Electricity Industry (Levy 
of Industry Participants) Regulations 2010. Provisional allocation of the levy to electricity 
industry sectors is shown in figure 5. Note that levy funding for EECA and Ministry of 
Consumer Affairs is included in the graph. 

Figure 5: Provisional levy allocation  
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Part Five: Organisation and Capability  
This part of the Statement of Intent provides key information 
about the Authority, how it works, and how it is developing its 
capability to meet its vision of becoming recognised as a world 
class electricity regulator within the next three to five years. 

Authority Members, Rulings Panel, 
Security and Reliability Council and 
Advisory Groups 

Authority members 

The Authority is made up of between five and seven members 
appointed by the Governor-General. Members hold office for a 
term of up to five years and may be reappointed. 

Authority members are: Dr Brent Layton (Chair), Susan Paterson, 
Elena Trout (appointed for terms of five years expiring 1 November 
2015), and David Bull and Hon Roger Sowry (appointed for terms 
of 18 months expiring 1 May 2012).11 

Rulings Panel 

The Act continues the Rulings Panel (the industry dispute resolution and disciplinary body 
established under the Electricity Governance Regulations 2003) and sets out its 
membership, functions and funding arrangements. 

The Governor-General appoints the members of the Rulings Panel. 

The current Rulings Panel was appointed in August 2011 and is: Peter Dengate Thrush 
(chair), Geraldine Baumann (deputy chair), Sue Roberts, Nicola Wills and John O’Sullivan. 

Security and Reliability Council 

The Security and Reliability Council was established in March 2011 to provide independent 
advice to the Authority on the performance of the electricity system and the system operator, 
and reliability of supply issues. Members are: Dr Kevin Thompson (chair), Dennis Barnes, 
Albert Brantley, Terrence Currie, Vince Hawksworth, David Russell, Patrick Strange, Bruce 
Turner and Erik Westergaard. 

Advisory Groups  

The Authority has established two standing Advisory Groups: the Wholesale Advisory Group, 
chaired by James Moulder and Retail Advisory Group, chaired by Peter Allport. 

                                                
11  As at 2 May 2012, David Bull and Hon Roger Sowry continue in office in accordance with section 32(3) of the Crown Entities 

Act 2004. 

Performance
information
key
This part
of the SOI
sets out key 
information 
about the 
Authority and 
how it works

Outcomes

Impacts

Outputs

Processes 
and inputs

Performance
information
key
This part
of the SOI
sets out key 
information 
about the 
Authority and 
how it works

Outcomes

Impacts

Outputs

Processes 
and inputs

Outcomes

Impacts

Outputs

Processes 
and inputs



Electricity Authority   Statement of Intent 2012–2015 

 Page 40 

The Transmission Pricing Advisory Group, was established for a limited period and was 
chaired by Dr Graham Scott. The group reported to the Board on 2 September 2011 and 
ceased operation on that date. A Transmission Advisory Group may be established at a later 
date. 

Organisational development strategic priorities 
Part two of this SOI sets out the Authority’s strategic framework. A key component of the 
framework addresses the Authority’s vision of being recognised as a world class 
electricity regulator, and its organisational development strategy for achieving this vision. 

The Authority is developing the organisational development strategy. The strategy addresses 
how we work in order to ensure that we are effective and efficient. 

The organisational development strategy addresses central agency expectations for ensuring 
value for money and performance improvement actions. In developing and implementing this 
plan the Authority will also be applying relevant principles and practices from the 
Government’s Better Public Services Programme announced in March 2012. 

The key strategic priorities in the organisational development strategy are: 

4. engaging effectively with all service providers and other stakeholders; 

5. embedding and enhancing the effectiveness of Advisory Groups; and 

6. delivering productivity and quality gains at the Authority and its service providers. 

Strategic priority 4: Engaging effectively with all service providers 
and other stakeholders 

Effective communication with stakeholders is an essential ingredient to being a world class 
electricity regulator. Sound, professional ongoing relationships with consumers and 
companies in the electricity industry assist the Authority with developing effective 
improvements to the operation of the New Zealand electricity market. 

In its first year of operation one of the Authority’s strategic priorities was to proactively 
engage with the sector. This involved reviewing how it communicated, developing a 
communications strategy, and putting in place proactive communications such as the six-
weekly Market Commentary newsletters, and providing stakeholders with more detailed 
information when seeking feedback on proposed appropriations and work priorities. 

Progress has also been made in this area with the publication of the Consultation Charter 
and Charter on Advisory Groups and implementing key surveys to proactively seek input into 
its planning and project work. 

While the work planned for the first year has been achieved, the Authority sees stakeholder 
engagement as an area requiring ongoing focus, with the end result of both better regulation 
and better understanding of the electricity sector. In 2012/13 the Authority seeks to continue 
this focus on communication and to go beyond ensuring information is flowing well, to 
ensuring it is taking opportunities to engage with stakeholders to assist them to fully 
understand the Authority’s analysis and decision-making. 

The Authority is also conscious of the work to be done educating interested parties about the 
electricity sector. Feedback from participants and other stakeholders supports this 
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requirement. Planning is being undertaken on the most effective ways to deliver value in this 
area. 

In its first year the Authority had a strategic priority of building constructive relationships, 
especially with the system operator. All service providers play a critical role in the outputs of 
the Authority and in the development and implementation of many Code amendments. 
Considerable progress has been made in this area and the Authority intends to continue to 
focus on building constructive relationships with all service providers. 

Key projects for 2012/13 include: 

• completing implementation of the communication strategy developed in 2011/12; 

• repeating consumer and stakeholder surveys carried out in July 2011, which included 
baseline data for a number of the outcome performance measures; 

• undertaking greater bilateral engagement with stakeholders before decision-making; 
and 

• amend the Consultation Charter to increase the standard consultation period from four 
to six weeks. 

Strategic priority 5: Embedding and enhancing the effectiveness of 
Advisory Groups 

The Advisory Groups established by the Authority are a step forward in proactively engaging 
with consumers and the industry to ensure New Zealand benefits from the significant pool of 
expertise and knowledge. The groups also carry out their own consultations on discussion 
papers as a means of providing information and seeking input on the development of 
potential market improvement. The key project for 2012/13 is a review of current Advisory 
Group arrangements and work to date, and assessment of opportunities for improvement in 
supporting the work of the Advisory Groups. 

Strategic priority 6: Delivering productivity and quality gains at the 
Authority and service providers 

The Authority wishes to ensure that its systems, tools, processes and staff capability support 
international best practice. This will lead to improved productivity and quality. 

As a highly focused and specialised regulatory agency, capability is considered vital to 
achievement of the Authority’s vision of being a world class electricity regulator. The 
Authority has put in place a new senior leadership team and a key expectation of this team is 
to ensure the Authority has the capability, skills, knowledge and systems it needs to achieve 
the vision. 

Similarly, as the Authority is responsible for the outputs delivered under contract by the 
system operator and market operation service providers, it wishes to ensure that these 
contracts assist to deliver world class services. 

Key projects for 2012/13 include: 

• completing the Authority’s organisational development strategy to improve 
organisational performance to achieve the vision of being a world class electricity 
regulator; 
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• completing implementation of the review of operational development systems and 
processes; 

• completing an analysis of market operation service provider performance reviews over 
the current term of the contracts and make a decision on whether to re-tender; and 

• if re-tendering of market operation services is required, carry out a best practice tender 
and selection process, including ensuring seamless handovers if new providers are 
selected. 

Organisational health and capability 
This section addresses how the Authority goes about its work. It sets out its business as 
usual operational activities. 

Staff retention and recruitment 

The Authority values its staff and is committed to providing a work environment that allows 
employees to achieve their full potential. 

The Authority is aware of the need to retain staff and to provide an inviting work environment.  
The focus is on maintaining a culture of excellence, mutual respect, enthusiasm and 
personal development. 

Recognising the importance of a healthy work-life balance, the Authority also provides a staff 
support package encouraging an awareness of health and well-being. Regular reviews will 
ensure ongoing relevance. 

Staff capability 

Employees are required to meet high professional standards in both work ethic and 
workplace behaviour, which reflects the Authority’s role and vision to be a world class 
electricity regulator. Developing staff capability is a key component of the organisational 
development strategy. 

Value for money 

The Authority is committed to an ongoing focus on value for money; making every effort to 
restrain its spending while not delaying important work; continuing to work with service 
providers to ensure value for money; and evaluating the best means of achieving outputs, 
including ongoing consideration to the mix of resources including staff, contractors and 
consultants. 

The cost-effectiveness (doing the right things at least cost) of the Authority’s work is assured 
through: 

• appropriation consultation: planned work priorities and appropriations are scrutinised 
through public consultation in accordance with section 129 of the Electricity Industry 
Act 2010; 

• review of priorities, costs and benefits for major projects and business as usual 
activities as part of the development of a detailed internal work programme and project 
plans for significant projects. Value for money and performance improvement initiatives 
are included in this internal work programme; and 
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• assessment of proposed Code amendments: benefits and costs of proposed Code 
amendments are scrutinised through public consultation in accordance with the 
Authority’s consultation charter. 

Risk management 

The Authority has put in place a risk management policy and framework. The Board 
maintains an overview of the policy and reviews the risk register on an ongoing basis. 

The Audit and Finance Committee of the Board advises on the quality and integrity of the 
Authority’s financial reporting, including managing the relationship with the external auditor. It 
also considers whether appropriate governance, policies and operating processes are in 
place to identify and manage risk, and oversees and assesses the internal audit process. 

Consulting, notifying and reporting to the Minister 
Section 141(1)(g) of the Crown Entities Act 2004 requires the SOI to include certain matters 
as follows: 

• The matters on which the Authority will consult or notify the Minister of Energy 
and Resources before making a decision: the Authority provides the Minister with 
briefings and advice voluntarily or as requested. In addition, the Authority is required to 
consult the Minister on its draft Statement of Intent in accordance with section 145 of 
the Crown Entities Act 2004. 

• The matters on which the Authority will report to the Minister, and the frequency 
of reporting: the Authority provides ad-hoc reports as agreed, and: 

− reports on any reviews requested by the Minister under section 18 of the Act;  

− reports to the Minister under section 129(2) of the Act on the outcome of 
consultation with levy payers on the proposed appropriations for the following 
financial year, or any proposed change in appropriation during a financial year. 
The consultation with levy payers is required under section 129(1) of the Act; 

− the Authority prepares an annual report in accordance with section 150 of the 
Crown Entities Act 2004. This is provided to the Minister, who is responsible for 
tabling it in the House; 

− a quarterly report that includes: 

• a summary of key developments in the quarter; 

• year-to-date progress against outputs as set out in this SOI; 

• year-to-date financial performance; and 

• other matters of consequence, such as significant operational risks. 
 

Service providers 

Contracts and reports 

Output class one includes performance measures and targets relating to services contracted 
out by the Authority for the real-time operation of the electricity system and the operation of 
wholesale and retail markets. 
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For more information on service provider contracts, which include detailed performance 
specifications, and reports, see http://www.ea.govt.nz/industry/mo-service-providers/  

Service provider roles 

The system operator schedules and dispatches electricity in a manner that avoids undue 
fluctuations in frequency and voltage on the transmission grid. Responsible for the real-time 
coordination of the electricity system, the system operator gives instructions as to when and 
how much electricity to generate (i.e. it dispatches generation) so that injections of electricity 
into the system match uptake by electricity consumers at each moment in time. The system 
operator also publishes very short-term price forecasts and real-time prices, and is 
responsible for the operation of security of supply forecasting, monitoring and emergency 
management functions. 

The wholesale information and trading system service provider provides and maintains 
the software system used to transfer information among participants, as required by the 
Code, especially the uploading of bids and offers. 

The pricing manager calculates and publishes final prices, which are used by the clearing 
manager to calculate invoices. 

The clearing manager maintains prudential security requirements, as well as invoicing and 
settling electricity physical sales and purchases identified by the reconciliation manager, 
ancillary service payments, and financial hedges where these are taken into account in the 
prudential calculation. 

The reconciliation manager identifies unaccounted for electricity and allocates volumes of 
electricity to generators and purchasers using metering information supplied by participants. 

The registry service provider provides and maintains a database that identifies every 
customer point of electricity connection to a local or embedded network. The registry enables 
customer switching between traders, and contains attributes of those points of connection 
that enables the global reconciliation method. 

The Authority carries out the role of market administrator, providing a number of 
operational and administrative services to the market under the wholesale and retail sections 
10, 11, 13, 14 and 15 of the Code. 

The FTR manager is a newly established market operation service provider, charged with 
running regular auctions of financial transmission rights (FTRs), which are a new locational 
hedge product. 

Contribution to development work 

Service providers also play an advisory role in the development and implementation of the 
Code where potential amendments require changes to the way the electricity system and 
markets operate, as well as changes to computer systems used. 

Service provider capacity and capability can therefore be critical to the timing and quality of 
successful Code development. This is particularly so for the system operator, as a significant 
proportion of current and planned initiatives involve changes to the way the electricity system 
is operated. 
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