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Foreword

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

the statutory objective for the Authority is set out in section 15 of the Electricity industry Act 2010  
(the Act): 

 the objective of the Authority is 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 a world-class electricity regulator, delivering long-term benefits to 
consumers and contributing to the New Zealand economy. this vision will be used to ensure that the 
Authority is efficient, effective and progressive in the way it works. 

the Authority has four main functions: 

 market development: further developing the electricity market by evolving the market rules and 
introducing market facilitation measures. 

 monitoring, information and education: monitoring the performance of the electricity market, 
providing data and information about the market and educating consumers and industry 
participants about the market.

 operation of the electricity system and markets: overseeing the operation of the electricity 
system and markets and contracting with market operation service providers to provide services  
to the market.

 Compliance: monitoring, investigating and enforcing compliance with the market rules, the 
Electricity industry Act and the regulations under it. 

long-term benefits for consumers  
in simple terms, the Authority is addressing key questions about the long-term benefits to consumers:

 are prices reasonable? Are prices to consumers reflective of efficient costs and workable 
competition? 

 Will the lights stay on? Do market arrangements ensure continuity of supply even in dry years 
and during foreseeable short-term emergencies? 

 Do consumers have choice? Do residential consumers face no unnecessary barriers to switch 
to get the best deal for them? can large consumers participate appropriately in the market?

 Is innovation occurring? Do suppliers have incentives to develop new services and pricing plans 
to deliver greater value to consumers?
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Achievements to date
Since its establishment in 2010, the Authority’s market development programme has focused  
heavily on initiatives to bring in more efficient approaches to managing supply risks and to enhance 
competition.

Key reliability initiatives are largely completed. the Government transferred the tekapo A and B 
stations from Meridian to Genesis Energy. the Authority has adopted new market rules (called the 
Electricity industry Participation code (the code)) to provide customer compensation if an official 
conservation campaign occurs and to introduce stress testing and scarcity pricing. the futures market 
is now providing transparent and robust signals of supply and demand risks four years ahead, based 
on trading volumes that are 500% larger than in 2011 and approaching the level of trading volume in  
the wholesale market for electricity.

the record low rainfall in the South island hydro catchments in the first six months of 2012 was 
managed extremely well by the electricity industry. these and other initiatives undoubtedly helped.

our work going forward
the Authority’s focus for the next three years is to further enhance competition right across the 
electricity industry. competition in the wholesale and retail markets: 

 is essential to build credibility regarding retail pricing, especially for residential consumers

 is critical to building further confidence in the hedge market

 provides incentives for innovation and operational efficiency 

 provides incentives for timely and efficient investment, which is essential for achieving efficient 
levels of reliability. 

Achieving demonstrable competition is critical for facilitating timely investment, which in turn improves 
competition and reliability. this is even more important in an environment of weak demand growth.

rigorous and transparent market monitoring is a key facilitator of competition. the Authority has 
prepared high-quality reports into ad hoc events, such as reserves pricing during winter 2012, and 
we’ve released a set of competition, reliability and efficiency metrics for which we’re assembling 
statistics on a regular basis. 

the strategic framework, set out in Part 2, includes six key impacts we are working to achieve. We will 
use these to focus our effort to maximise long-term benefits to consumers and deliver value for money. 
the Board will closely monitor progress on these key impacts.

Part 4 of this Statement of intent sets out our areas of work, including key development projects aimed 
at delivering the impacts and progressing the desired outcomes. Key themes of these projects for 
2013/14 are initiatives to:

 improve pricing

 broaden markets (including ancillary services)

 enhance competition

 improve availability of data, information and analysis

 address service provider arrangements and efficiency.
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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, for example, through 
advisory groups, working groups and making submissions, is highly valued and vital to successful and 
enduring solutions. the Authority appreciates the time put in and the quality of contributions made  
by stakeholders. 

to ensure the best use is made of advisory group expertise and time, we have completed a review  
of how the advisory groups function. We look forward to the continued high-quality input received  
from these groups. We are also continuing to look at how we communicate and consult so that all 
stakeholders have the opportunity to participate in our processes.

We will continue to work with service providers to ensure the delivery of high-value, quality electricity 
market systems and system operation.

We will also be focusing this year on building our capability to complete high-quality work with 
constrained resources.

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 3, 4 and 6 of this Statement of intent 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 2013 – 
30 June 2016, 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 2014 that were laid before the house of representatives 
under section 9 of the Public Finance Act 1989.

Susan Paterson
MeMber

2 May 2013

Dr Brent Layton
Chair

2 May 2013
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Part 1:

Electricity sector context

this Statement of intent takes into account the context in which the Electricity Authority operates, with 
input from the Government, the electricity industry and electricity consumers.

the global and New Zealand energy context
information about the New Zealand electricity sector, and the context of much of the Authority’s work, 
is summarised in the publication Electricity in New Zealand.1 it explains how the physical system works 
(generation through to consumption) and how the wholesale and retail markets work and provides 
factual information about the electricity sector.

table 1 summarises the challenges facing the electricity sector. Some of these are global in nature 
such as the rapidly developing nature of technology. Some are more unique to New Zealand, for 
example, the supply-demand balance is affected by our geographic isolation – we cannot import 
electricity in times of scarcity.

Table 1 » Summary of challenges facing the electricity sector

Challenge DesCripTion iMpliCaTions

Uncertainty the electricity sector faces uncertainty about the 
prospects for the supply-demand balance.

trends point to slower or static load growth in the 
shorter term relative to recent trends. the sector 
has responded by revising investment plans and 
considering retirement of assets.

Peak demand will continue to increase, while still 
being variable. Peak demand growth may be 
affected in some areas by changing consumer 
behaviour.

 Provide efficient price signals (value of reliability 
is signalled and that prices reflect supply margin).

 Efficient forward price discovery and provide 
efficient markets for trading electricity products.

 Flexible market and operating systems to 
facilitate efficient responses by demand and 
generation.

 Make quality information available about supply 
and demand trends on a timely basis.

Rapidly developing 
technology

the combination of smart metering, the internet 
and new technologies are changing the way 
consumers engage with markets. the way 
consumers buy and interact with participants (and 
other service providers) will change.

 Efficient pricing arrangements for new 
technologies.

 Avoid undue compliance barriers to new 
technology or new participants. 

 Enable demand-side and supply-side 
technologies to participate in electricity markets.

Changing 
consumer 
expectations

consumers may engage with the electricity sector 
and express individual expectations about 
reliability, service and price.

 recognition of differing consumer reliability 
requirements.

 recognition of differing consumer service 
requirements.

 Facilitate more active demand-side participation 
in electricity markets.

 Provide consumer access to industry 
information and models.

1 Electricity in New Zealand is available at www.ea.govt.nz/about-us/documents-publications/electricity-nz.
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the Government context
the Ministry of Business, innovation and Employment (MBiE) is the Government’s lead policy adviser 
for the energy sector, including the electricity sector. MBiE leads the development of sector strategy 
and is involved in the formulation of legislation for the sector. As such, MBiE carries out considerable 
research and produces a range of information and statistical publications. MBiE 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 and the  
Energy Efficiency and conservation Authority (EEcA). the commerce commission is responsible for 
approving transmission investment proposals and the overall pricing of transmission and distribution 
services. it 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 crown is the owner of transpower New Zealand limited, the provider of the national transmission 
system. transpower is also contracted by the Authority as the system operator, responsible for 
real-time coordination of generated electricity across the grid to meet demand.

the crown also currently owns 100% of three of the large generator/retailers operating in New Zealand 
– Genesis Energy, Mighty river Power and Meridian Energy (together accounting for approximately 60% 
of retail market connections). Government policy includes the potential sale of up to 49% of each of 
these State-owned enterprises over the coming years.

All of our work is carried out to meet the requirements of legislation and best-practice guidance 
provided by central agencies.2

our planning takes into account Government priorities and strategies.

MBiE has provided the Authority with high-level Government goals, outcomes and impacts for the 
energy sector. the Authority has addressed these in developing this Statement of intent.

Government goal: building and strengthening the country.

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

Sector impacts:

 the energy sector provides competitive and secure energy supplies.3

 More effective competition.

 A more efficient and effective regulatory environment.

 Well informed and adequately protected consumers.

 More efficient and effective government procurement.

2 the treasury, State Service commission (SSc), Department of Prime Minister and cabinet (DPMc), office of the controller and  
Auditor-General (oAG), Audit New Zealand.

3 ‘the energy sector provides competitive and secure energy supplies’ is the key impact for the Authority as set out in the Estimates  
of Appropriations for 2013/14.
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the Authority’s work contributes to government energy strategy documents. the New Zealand  
Energy Strategy 2011–2021 (NZES) and the New Zealand Energy Efficiency and Conservation Strategy 
2011–2016 (NZEEcS)4 were published in August 2011 and contain the following items that relate to 
the Authority’s work.

 Better consumer information to inform energy choices (page 11 of the NZES). 

 competitive electricity market (page 12 of the NZES).

 reliable electricity supply (page 13 of the NZES).

 contributing to an efficient electricity system supporting New Zealand’s global competitiveness 
(page 25 of the NZEEcS).

the Electricity Authority: te Mana hiko
the Authority’s strategy development and operation is guided by three key pieces of legislation: 

 the Electricity industry Act 2010 (the Act) established the Authority on 1 November 2010 and 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 terminology.

 the crown Entities Act 2004 provides for the specific planning and reporting requirements for 
crown entities including statements of intent and annual reports.

the Authority is governed by a Board (see page 48), which is supported by the chief Executive and,  
as at 30 April 2013, 58 staff.

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

4 Available from www.eeca.govt.nz/sites/all/files/nz-energy-strategy-2011.pdf.
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Part 2:

From strategy to results

this part of the Statement of intent sets out why we are here and our focus on results.

Why we are here
our statutory objective sets out why we are here: to promote competition in, reliable supply by, 
and the efficient operation of, the electricity industry for the long-term benefit of consumers. 

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

 monitor sector performance against the Authority’s statutory objective.
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our focus on results
the Authority has translated the statutory requirements into a strategic framework for implementation. 
the framework, set out in Figure 1, addresses how we ensure the work we do focuses on the results 
we seek to achieve. 

Figure 1 includes a key linking this framework to the relevant parts of this Statement of intent.

figure 1 » Strategic framework

ouTCoMes – our sTaTuTory objeCTive

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

 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.

key sTraTegiC fraMework

outcomes 
(Part 3)

our sTaTuTory objeCTive

To promote competition in, reliable supply by, and the efficient operation of,  
the electricity industry for the long-term benefit of consumers.

Impacts 
(Part 3)

Changes we wanT To bring abouT

Reducing 

barriers 

Facilitating 

consumer 

participation

Providing 

efficient price 

signals

Promoting 

flexibility and 

resilience

Fit-for-purpose 

market 

services

Increasing 

compliance

outputs 
(Part 4)

The Things we Do

Market development

Monitoring,  

information and 

education

Operation of the 

electricity system  

and markets

Compliance

Process and 
inputs 

(Parts 5 and 6)

how we plan To aChieve our vision

To be a world-class electricity regulator, delivering long-term benefits  
for consumers and contributing to the New Zealand economy.
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iMpaCTs – Changes we wanT To bring abouT

table 2 outlines the impacts relating to the aspects of market operation and behaviour we are seeking 
to bring about. our work is intended to directly influence these key impacts, but other factors will also 
influence the results. 

Table 2 » Key impacts

ouTpuTs

the Authority has identified four main areas of work or outputs:

 Market development (including customer switching)

 Monitoring, information and education

 operation of the electricity system and markets (including security management, if needed)

 compliance.

our progress is monitored and reported on throughout the year in quarterly reports to the Minister  
of Energy and resources and in quarterly reports against our internal work programme.

key iMpaCT DesCripTion

Reducing barriers reducing barriers involves facilitating the entry, expansion and exit of parties in electricity markets.

the Authority will focus on ensuring that regulatory frameworks support market entry, exit and 
innovation; the uptake of technology; investment; and making data and information available to assist 
informed investment and consumption decisions.

facilitating consumer 
participation

Facilitating consumer participation involves providing consumers with the ability to exercise choice of 
supplier and product. consumers are likely to have an increasing ability and desire to seek the price 
and service bundle that meets their requirements.

the Authority will focus on providing consumers with access to information and the opportunity to 
exercise control over their electricity supply, assisting consumers to decide on their best price and 
service offering, and facilitating demand-side participation in electricity markets.

Providing efficient 
price signals

Efficient price signals help inform the investment and consumption decisions of participants and 
consumers.

the Authority will focus on establishing efficient prices for electricity services by establishing markets, 
where efficient and practicable, and on disseminating price data and information.

Promoting flexibility 
and resilience 

Flexibility and resilience means being able to respond efficiently to changing market circumstances  
and to efficiently respond to unexpected events affecting the market.

the Authority will focus on enabling the capture and dissemination of price and non-price data and 
information, to enable broad participation in electricity markets and to facilitate efficient responses to 
changing market circumstances.

fit for purpose market 
services 

the Authority will, working together with the market operations service providers and the system 
operator, provide services and systems that:

 increase market efficiency through enabling interoperability to participant systems, adapting to 
changes in it technology and automating transaction processes

 ensure effective market operation through appropriate system reliability and resilience

 facilitate market development through the use of flexible, scalable systems.

Increasing compliance compliance plays an integral role in ensuring the integrity of the electricity markets.

the Authority will focus on achieving downward trends in the frequency of non-compliance (same  
type of event, same participant) and in the cost of non-compliance (based on assessed cost of major 
breaches). there will be an increasing emphasis on proactive compliance monitoring, rather than just 
resolving ex post breaches.
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Part 3: 

Measuring outcomes and impacts

this part of the Statement of intent sets out the 
measures to be used, which will be reported on in  
the Annual report.

the Authority’s measurement of high-level outcomes 
uses a combination of survey tools and statistical 
analysis to monitor progress against its statutory 
objective. impact measures are a mix of quantitative 
analyses and qualitative assessments.

the area of outcome and impact measurement is 
complex, with multiple factors influencing results and 
in-depth analysis required. Factors outside the control 
of the Authority can also have a significant impact. 

the Annual report will address the outcome and 
impact measures below, with more detailed analysis 
where relevant, for example, information from survey 
results and the annual electricity market  
performance review. 

Measuring outcomes 
improved competition, reliability and efficiency are the limbs through which the statutory objective will 
be progressed, as shown in Figure 2.

outcome measures must also be considered over the longer term. Significant year-to-year variations 
are possible, and an understanding must be built of the many complex interactions between variables 
in the operation of the electricity market to understand the implications of the raw outcome results and 
what, if any, action the Authority could or should take in response to undesirable outcomes.

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

figure 2 » The competition, reliability and efficiency limbs of the statutory objective

our sTaTuTory objeCTive

outcomes

Impacts

outputs (Part 4)

Process and inputs (Parts 5 and 6)

this part of the Statement of Intent sets out the high-level 
outcome measures based on the statutory objective in the 
electricity act 2010.

also included are the impact measures to indicate the 
changes the authority intends to bring about through the 
delivery of its outputs.

for The long-TerM benefiT of ConsuMers

Promote efficient operationPromote reliable supplyPromote competition
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CoMpeTiTion 

the Authority is seeking 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, 
metering market, and ancillary services (including 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 long-term opportunities and incentives for efficient entry, 
exit, investment and innovation in those markets.

Table 3 » Competition outcome measures

high-level resulTs soughT how we TraCk resulTs 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  
survey results.

See Figure 3.

overall improvement across a suite  
of statistics on electricity market competition.*

electricity market performance review:
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.

* the suite of statistics:5  
 • retail market concentration (hhi statistic from the annual Electricity market performance: a review of 2012). See Figure 4. 
 • retail market share (cr4 statistic from the annual Electricity market performance: a review of 2012). See Figure 5. 
 • residual supplier analysis of the spot market (analysis from the annual Electricity market performance: a review of 2012). See Figure 6. 
 • hedge market concentration (hhi). 
 • concentration in the ancillary services market (hhi of reserves). See Figure 7.

figure 3 » Perception survey results for competition questions – survey of residential consumers

5 See the Glossary for explanations of these statistics. Detailed explanations, statistical information and analysis are contained in the annual 
electricity market performance reviews, available at www.ea.govt.nz/industry/monitoring/reports-publications/annual-reviews.

   total poor (0–4%)        Neutral (5%) + unsure        total good (6–10%)

the current level of competition 
among electricity generators ensures 
they build the most efficient power 
stations and generate electricity as 
cheaply as possible.

2011 36 42 22

0 20 40 60 80 100
%

33 36 312013

the current level of competition 
between electricity retailers ensures 
that prices consumers pay only rise 
in line with costs to the electricity 
companies.

2011 39 40 21 

0 20 40 60 80 100
%

39 39 222013
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figure 4 » HHI statistic
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hhi is the herfindahl-hirschman index (hhi). the hhi is the sum of the squares of the percentages of market shares. the hhi is a measure of market 
concentration, and the relationship with competition occurs because less concentrated markets – those with more competitors – are likely to be more 
competitive. Figure 4 shows hhi for the retail market. it has a maximum value of 10,000 for a monopoly.

figure 5 » CR4 statistic
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the concentration ratio (cr) measures the sum of the market shares for a chosen number of the largest retailers. the higher the number, the more 
concentrated the market is. We chose cr4, the sum of the market shares for the top four retailers, because the market started with four large gentailers and 
cr4 will help identify to what extent we have moved away from this structure, although these four are not the four dominant players in every region.
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figure 6 » Correlation between the ability to influence price and the quantity weighted average offer 
 for the five large generators
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this correlation is a measure of the exercise of potential market power of generators that could in theory increase wholesale prices by changing their bids.  
the correlations are low, and therefore, we do not find evidence that this behaviour is occurring.

figure 7 » HHI for ancillary services, 2010–2012
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Fir = fast instantaneous reserves, Sir = sustained instantaneous reserves.

this graph shows hhi for the reserves markets in the North and South islands. See Figure 4 for an explanation of the hhi statistic.
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reliabiliTy

the Authority is seeking efficient levels of supply reliability across the supply chain (generation, 
transmission, distribution, metering 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 while being robust to adverse events.

Table 4 » Reliability outcome measures 

high-level resulTs soughT how we TraCk resulTs 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 these statements:

“there is a reliable supply of electricity each day, that is, a 
good balance is achieved between the cost to consumers of 
power cuts versus the cost of maintaining electricity supply.”6 

“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.” 

overall improvement  
in survey results. 

See Figure 8.

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

electricity market performance review:
Measures 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.

* the suite of statistics:7

 • Pricing in scarcity events reflects opportunity cost, as measured by case-by-case analysis. 
 • Effective management of dry years or emergency events, as measured by case-by-case analysis. 
 • capacity and energy margins are within efficient bounds, as measured by the annual security assessment. 
 • investigation of reliability events does not identify systemic issues, as measured by case-by-case analysis.

figure 8 » Perception survey results for reliability questions – survey of residential consumers

6 the 2011 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 was changed for the 2013 survey to address issues with this initial wording.

7 See the Glossary for explanations of these statistics. Detailed explanations, statistical information and analysis are contained in the annual electricity  
market performance reviews, available at www.ea.govt.nz/industry/monitoring/reports-publications/annual-reviews. 

there is a reliable supply of electricity 
each day, that is, a good balance is 
achieved between the cost to 
consumers of power cuts versus the 
cost of maintaining electricity supply.

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 19 44 37

13 40 472013

0 20 40 60 80 100
%

2011 22 51 27

18 53 292013

0 20 40 60 80 100
%

   total poor (0–4%)        Neutral (5%) + unsure        total good (6–10%)
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effiCienCy

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.

Efficiency measures apply in particular to parts of the market without workable competition. Where 
there is workable competition, efficiency is expected to follow.

the Authority takes 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.

Table 5 » Efficiency outcome measures 

high-level resulTs soughT how we TraCk resulTs 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 these statements:

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

“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.

See Figure 9.

overall improvement in suite of 
statistics on operational efficiency.*

electricity market performance review:
Key measures relate to monitoring whether prices relate 
to costs at all times.

Measures will include the costs and benefits of operating 
the electricity system and markets.

overall improvement  
in suite of statistics on 
electricity system and 
market efficiency.

* the suite of statistics:8

 • robust futures prices (measured in the annual Electricity market performance: a review of 2012). See Figure 10.
 • Dry-year prices reflect storage, as assessed by case-by-case analysis. See Figure 11.
 • Exceptional prices are justified by underlying fundamentals, as assessed by case-by-case analysis.
 • reducing constrained-on compensation.
 • increased occurrence of demand bids setting spot prices.

figure 9 » Perception survey results for efficiency questions – survey of residential consumers

8 See the Glossary for explanations of these statistics. Detailed explanations, statistical information and analysis are contained in the annual 
electricity market performance reviews, available at www.ea.govt.nz/industry/monitoring/reports-publications/annual-reviews.

the New Zealand electricity market 
ensures electricity is generated and 
supplied efficiently.

the New Zealand electricity market 
ensures that the right mix of power 
stations is built in time to meet 
growing demand for power.

2013 20 34 46

2011 21 37 42

0 20 40 60 80 100
%

2013 29 44 27

2011 34 44 22

0 20 40 60 80 100
%

   total poor (0–4%)        Neutral (5%) + unsure        total good (6–10%)
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figure 10 » Benmore forward prices and South Island storage
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in a competitive market, it is important that the price of energy reflects the scarcity of the fuel used to produce it. in the case of dry years, the fuel is water.  
this chart shows how the forward price – which is a measure of market expectations of future prices – reflected storage in 2012.

figure 11 » South Island hydro storage and Benmore spot prices

Percentage of mean Si storage Spot price at Benmore 30-day moving average
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this chart shows how the spot price is affected by hydro storage in the South island from 2008 to 2012. it clearly shows that, in the two dry years during this 
period, storage had a significant effect on the spot price.
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Measuring the impacts of our work 
the Authority will measure the impact of its work using the key impact areas described in table 2  
on page 10. For each impact area, we have identified impact measures where the Authority’s work  
is expected to make a material difference. these are set out in table 6.

these measures must be considered over the medium to longer term. the cause and effect relationships 
of our work is not straightforward and, in some cases, may take several years to become clear. 

Post-implementation reviews are a key tool for the Authority to assess the medium to long-term 
impacts of our work. however, these have the potential to be time consuming and costly and will  
be used to focus on key market development initiatives where the greatest benefits and impacts  
are expected.

it should also be noted that many factors outside our work will influence these areas. Where relevant, 
we will provide commentary on these external influences in our Annual report.
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Table 6 » Key impact measures and our contributions

9 the appropriation ends on 30 April 2014. over the medium to longer term, 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 term.

Reducing 
barriers 

improving access to information.

retailers can increase customer numbers 
with the same level of prudential capital.

A more active hedge market, including 
increased volumes and wider 
participation.

increasing the number of frequency- 
keepers.

Wholesale market information project.

Settlement and prudential security review 
project.

hedge market development

National markets for ancillary services 
projects.

facilitating 
consumer 
participation 

consumer take-up of dispatchable 
demand, as measured by volume offered.

increased consumer perception of ease  
of switching retailers (cSF survey).9

Dispatchable demand project.

Participant and consumer education.

What’s My Number – residential and 
business campaigns.

Providing 
efficient 
price signals

increasing accuracy of price forecasts 
(five-minute prices are increasingly 
correlated with final prices).

Post-event analysis shows no instances 
of inefficient prices.

No price suppression during scarcity 
events, as measured by case-by-case 
analysis.

transmission and distribution pricing 
projects.

Pricing when a generator is pivotal 
project.

Forecast and settlement prices project.

Scarcity pricing project.

Promoting 
flexibility 
and 
resilience

Effective management of infrequent 
events on the grid affecting security of 
supply (absence of urgent code 
amendments).

Zero instances of customers left without 
electricity as a result of retailer default.

Grid configuration project.

Market reviews on specific events.

Market services – effective system 
maintenance and enhancement.

retailer default project.

fit-for- 
purpose 
market 
services

Participants consider systems meet their 
needs (measured by user survey).

Market services are resilient to adverse 
events, as measured by case-by-case 
analysis.

timely and cost-effective implementation 
of market development initiatives.

Strategic review of service provider 
performance and fit-for-purpose of 
systems.

review of half-hour switching rules 
project.

Market monitoring and reviews.

Post-implementation reviews.

Increasing 
compliance 

Downward trend in frequency of 
non-compliance (same type of event, 
same participant).

Downward trend in cost of non-
compliance (based on assessed cost  
of major breaches).

compliance – proactive monitoring and 
resolution of breaches of the Act, 
regulations or code.
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Part 4:

Statement of forecast  
service performance

this part of the Statement of intent is the statement of forecast 
service performance required by sections 141(1)(f) and 142(1)(b) of 
the crown Entities Act 2004. this information will be reported against 
in the Authority’s Annual report and is audited by Audit New Zealand. 
this part includes the detailed specification of the Authority’s output 
classes including a description of the work we carry out and 
information about the results we are seeking. output performance 
measures for 2013/14 or 2013–2016 are included where relevant.

Summary of appropriations and 
output classes
the Authority is funded by Government by several appropriations 
from Vote: Energy.10 Each appropriation is also called an output class 
for the purposes of statutory reporting. table 7 provides a summary 
of the Authority’s appropriations and output classes. table 8 provides 
more detail about the breakdown of costs within the Electricity 
industry governance and market operations appropriation.

Table 7 » Summary of appropriations and output classes

ConTribuTion  
To ouTCoMes

appropriaTions anD ouTpuT Classes

Electricity industry governance and market operations 59.783 63.906 68.145 70.899 73.974

Promoting and facilitating customer switching* 3.409 3.598 2.000 NA NA

Security management** NA 1.200 1.200 1.200 1.200

Electricity litigation fund*** 0.333 0.444 0.444 0.444 0.444

* this is a multi-year appropriation of $10.5 million over the period 1 November 2010 to 30 April 2014. 2012/13 Budget includes carry forward from 2011/12 
of $0.098 million.

** the Security management appropriation commenced on 1 July 2012. this is a multi-year appropriation of $6 million over five years (2012/13 to 2016/17).
*** the Electricity 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.
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10 the Government’s Votes are part of the annual Budget tabled in Parliament. For an explanation of the Budget process and to view the 
Budget documentation, see www.treasury.govt.nz/budget.

outcomes (Part 3)

Impacts (Part 3)

outputs

Process and inputs (Parts 5 and 6)

this part of the Statement of Intent  
sets out the authority’s forecast service 
performance. It specifies the output 
classes, the costs for those output 
classes, the outputs and output 
performance measures.

$ Million
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our appropriaTions

our funding is split into several appropriations, explained below, that fund all of our work including  
that of service providers such as running the electricity system and markets. Figure 12 shows how  
the appropriations fund our work. 

Funding for most of our work comes from the Electricity industry governance and market operations 
appropriation. 

the Promoting and facilitating customer switching appropriation is used to promote and facilitate 
consumer switching and also contributes to market development through increasing competition.  
this appropriation ends on 30 April 2014.

A Security management appropriation is available to provide funding for the system operator to 
manage emerging and actual emergencies, if needed. it will only be used under exceptional 
circumstances.

the Electricity litigation fund is available to ensure that the Authority can engage in court action,  
if needed in the execution of its statutory functions.

figure 12 » Funding (appropriations) for our work (outputs)

appropriaTions

ouTpuTs

electricity industry 
governance and 
market operations

Promoting  
and facilitating 
customer switching

Security 
management

electricity  
litigation fund

market development

market monitoring, 
information and education

operation of the electricity 
system and markets

Compliance

   ongoing funding         only used if needed

levy on inDusTry parTiCipanTs

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 collected by the Authority on behalf of the crown in accordance with detailed formulae set 
out in the Electricity industry (levy of industry Participants) regulations 2010.
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our expenDiTure

Figure 13 shows the broad areas of the Authority’s planned expenditure for 2013/2014. this excludes the 
Security management and Electricity litigation fund appropriations as these are used only if needed.

figure 13 » Forecast expenditure

Service provider contracts – costs relating to agreements between the Authority and companies that provide services to operate the electricity system  
and wholesale and retail markets, as per table 8.
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.
Customer switching – Authority costs for promoting to consumers the benefits of comparing and switching retailers.

Table 8 » Breakdown of costs within the Electricity industry governance and market operations appropriation

Budget item

actual
2011/12 

($000)

Budget
2012/13 

($000)

Budget
2013/14 

($000)

forecast
2014/15 

($000)

forecast
2015/16 

($000)

System operator – operating expenses 23,189 23,541 24,089 24,793 25,517 

System operator – capital-related expenses 9,121 11,733 14,048 15,346 17,293 

Subtotal – system operator 32,310 35,274 38,137 40,139 42,810 

Service provider – clearing manager 1,478 1,501 2,010 2,122 2,179 

Service provider – WitS 1,551 1,355 1,407 1,448 1,490 

Service provider – pricing manager 1,666 1,606 1,592 1,607 1,622 

Service provider – reconciliation manager 1,339 1,124 1,139 1,223 1,261 

Service provider – registry 459 410 449 462 476 

Service provider – Ftr manager – 164 852 781 805 

Service provider – depreciation and 
amortisation

1,530 2,247 3,605 4,673 4,844 

Service provider – it costs 79 37 115 115 115 

Subtotal – other service providers 8,102 8,444 11,169 12,431 12,792 

Authority operations – external advice 7,745 8,046 6,108 5,104 4,905 

Authority operations – personnel 7,961 8,543 9,149 9,423 9,706 

Authority operations – other operating costs 3,665 3,599 3,582 3,802 3,761 

Subtotal – authority operations 19,371 20,188 18,839 18,329 18,372

total – Gmo appropriation 59,783 63,906 68,145 70,899 73,974

Service provider contracts 68.7%

Authority operations 26.2%

customer switching 2.8%
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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.

this output class has four main areas of work:

 Market development

 Monitoring, information and education

 operation of the electricity system and markets

 compliance.

the Authority has quality standards that apply to all outputs, where relevant. these are included on 
page 33.

MarkeT DevelopMenT

our market development work focuses on optimising arrangements for the competitive, reliable and 
efficient operation of the electricity system and markets. it also includes ensuring appropriate security-
of-supply policies are in place and that the market settings encourage efficient long-term investment  
in generation and metering infrastructure.11  

the key tools at our disposal to develop the market are Electricity industry Participation code (code) 
amendments or market facilitation measures.12 these market settings need to be appropriate for 
today’s needs as well as being flexible enough to enable tomorrow’s innovations.

Advisory groups, comprising consumer representatives and industry participants, make a significant 
contribution to our market development work. Stakeholders also make significant contributions 
through our consultation process. Significant input may also be required from the Authority’s 
contracted service providers, who can have a major role to play in implementing code amendments.

the market development output includes implementing code amendments where action is required  
by the Authority or its service providers and post-implementation reviews to assess whether initiatives 
deliver the expected benefits.

Market development is also contributed to by the Promoting and facilitating customer switching output 
class (see page 30).

11 the commerce commission provides oversight of investment in the electricity transmission and distribution networks.
12 Market facilitation measures (MFM) include non-code initiatives such as guidelines or model arrangements, or working directly with 

participants to develop desired results.
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Key market development projects

Key market development projects and the targets for 2013/14:13

 Undesirable trading situation (UtS) review: a review of the utS provisions in Parts 1 and 5 of 
the code in light of experience with the utS that occurred on 26 March 2011. this review takes 
account of comments by the high court in relation to the current utS provisions. the target is to 
complete the code amendment and implement any necessary changes in procedure.

 Settlement and prudential security review: a review of the wholesale market settlement and 
prudential security provisions in Part 14 of the code, based on recommendations by the Wholesale 
Advisory Group. the target is to complete the code amendment and commence implementation.

 Pivotal pricing: consideration of options that, during pivotal pricing situations, provide consumers 
with more confidence that prices are efficient and provide investors with more confidence that 
prices are sufficient to get a return on last-resort generation plant. the target is to complete the 
code amendment and commence implementation.

 national market for ancillary services: 

 National frequency-keeping market: consideration of options to allow the transfer of 
frequency-keeping services from one island to the other via the hVDc. the target is to consult 
on issues and options.

 Instantaneous reserves market: consideration of options to allow the transfer of instantaneous 
reserves from one island to the other via the hVDc. the target is for the Wholesale Advisory 
Group to make recommendations to the Board.

 Within-island locational price risk management: introduction of a solution to assist parties to 
manage spot price risk within an island. the target is to complete the code amendment and 
commence implementation.

 Review of half-hour switching process: update of the switching processes within the registry  
to facilitate the efficient switching of the increasing number of domestic consumers with ‘smart’ 
meters whose data is reconciled on a half-hourly rather than a monthly basis. the target is to 
complete the update, including any necessary code amendments, and commence the use of the 
new process. 

 alignment of forecast and settlement prices: review of options to improve the alignment of 
forecast and settlement prices, especially during periods of system stress. the target is for the 
Wholesale Advisory Group to make recommendations to the Board.

 efficient allocation of extended reserves: complete the code amendment and commence 
implementation.

 Consumer switching fund: the purpose of the fund is to increase retail competition by creating 
more informed and active consumers and increasing their propensity to switch. the target is to 
continue to promote to consumers that they can shop around for electricity.

13 Detailed information about Authority projects is provided on its website www.ea.govt.nz.
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Performance measures for market development

DesireD resulT 2011/12 aCTual 2012/13 TargeT 2013–2016 TargeT

Key code and market 
facilitation measures work 
programme projects 
progressed as planned.

NA – new in 2013/14. NA – new in 2013/14. At least 90% of key market 
development projects, as listed 
above, meet their timetable and 
deliverables for the year.14 

All code amendments provide  
a net benefit for consumers,  
as measured by cost-benefit 
analyses for each amendment 
decision.

Successful implementation 
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.

implementation of section 42 
matters completed within overall 
budget.

code amendments deliver 
intended benefits and 
impacts on market 
behaviour.

NA – new in 2012/13. Suite of post-implementation 
reviews shows that market 
behaviour altered in intended 
direction and net benefits 
delivered overall.

Suite of post-implementation 
reviews shows that market 
behaviour altered in intended 
direction.

MoniToring, inforMaTion anD eDuCaTion

our market monitoring, information and education work focuses on improving the availability of data, 
information and tools and improving awareness and understanding of how electricity markets function. 
transparency and understanding are key ingredients to ensuring competitive, reliable and efficient 
operation of the electricity market. 

our market analysis function improves understanding by identifying undesirable behaviours and 
unintended consequences of the market and providing appropriate feedback into the market 
development work. 

the Authority may also undertake reviews of anomalous events and/or as requested by the Minister 
under section 18 of the Act.

the Authority has a three-step analysis process designed to understand causes and determine if they 
reflect actions that are outside market rules or potentially require rule changes or some form of market 
facilitation measure:

 Stage I: market performance enquiry: routine monitoring results in identifying circumstances 
that require follow-up. in this case, the Authority publishes its enquiry only if the matter is likely  
to be of interest to industry participants.

 Stage II: market performance review: a second stage of investigation occurs if there is 
insufficient information available to understand the issue and it could be significant for the 
competitive, reliable or efficient operation of the electricity industry. information is sought from 
relevant service providers and industry participants. the Authority would usually publish the  
results of these reviews.

14 Subject to any appropriately justified reprioritisation to accommodate emerging market issues and ensuring quality of our outputs.
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 Stage III: market performance investigation: the Authority may exercise statutory information-
gathering powers under section 46 of the Act to acquire the information it needs to fully investigate 
an issue. the Authority would generally announce early in the process that it is undertaking the 
investigation and indicate when it expects to complete the work. the Authority’s Board approves 
reports for publication.

considerable effort has gone into developing the Authority’s capability and capacity in this area.  
New datasets and tools have been made available to the public and the sector, and a range of 
publications explaining facets of the industry have been developed and published. the Authority  
is seeking efficiency gains while continuing to improve performance in this area.

Key monitoring, information and education projects

Key monitoring, information and education projects for 2013/14:

 electricity market performance review of 2013: the Authority has published two reviews  
of market performance. the first, in December 2011, focused on the competition limb of the 
statutory objective. the second, published in April 2013, provides a wider range of measures 
against the competition, reliability and efficiency limbs of the statutory objective. the next report  
will cover the 2013 calendar year and will be published around March 2014. these reports are 
available on the Authority’s website.15

 Post-implementation reviews for section 42 projects: commence post-implementation 
reviews. these will generally commence after the initiative has been in operation for two years.

 expanding and improving the data warehouse: continuous improvement of the data 
warehouse and website portal.

Performance measures for monitoring, information and education

DesireD resulT 2011/12 aCTual 2012/13 TargeT 2013–2016 TargeT

robust and timely 
investigation, analysis 
and reporting on 
anomalous events, 
and reviews 
requested by the 
Minister under  
section 18 of  
the Act.

NA – new in 
2012/13.

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.

All relevant reports to the Board include  
a statement of compliance that the quality 
standard has been met. 

Section 18 reports: completed by agreed 
timeframes.

Section 18 reports: the scope, quality, and 
timeliness of reports meet or exceed  
the Minister’s expectations.*

two to four reports completed per 
annum.

reports under section 18 of the Act  
meet the timeframe, scope and quality 
standards agreed with the Minister.*

Making available 
data, information, 
analysis tools 
and guidance 
publications.

Achieved: First 
market assessment 
report published  
7 December 2011.

Achieved: Four fact 
sheets published.

Annual assessment report produced  
by the end of the financial year.

Annual assessment report meets the 
Authority’s quality standards.

one or more fact sheets published or 
updated each year.

Fact sheets meet the Authority’s quality 
standards.

Electricity market performance review  
of 2013 completed by 30 June 2014.

one or more fact sheets published or 
updated each year. 

one or more consumer guides published 
or updated each year.

99% availability of the Authority market 
data web portal during business hours.

20–30 data sets available on the portal.**

* Aggregate response to survey for each report.
** the market data portal is explained and is available at www.reports.ea.govt.nz.

15 Available from www.ea.govt.nz/industry/monitoring/reports-publications/annual-reviews.
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operaTion of The eleCTriCiTy sysTeM anD MarkeTs

We are responsible for the day-to-day (real-time) operation of the electricity system and markets.  
to achieve this, we contract out all of the required functions, as described below, with the exception  
of the market administrator role. We seek to make these efficient and reliable. Efficient and reliable 
day-to-day operations are fundamental to ensuring effective competition. 

Supporting the operating of the markets also includes a range of ongoing functions including:

 maintaining the register of industry participants

 granting individual exemptions to the code, where justified

 investigating and resolving alleged undesirable trading situations

 performance oversight of security policy and operation, including support to the Security and 
reliability council and approving or declining security of supply policies and plans proposed  
by the system operator (also see the Security management appropriation on page 31)

 carrying out responsibilities for supply shortage declarations such as official conservation 
campaigns, if needed.

operation of the electricity system and markets is also contributed to by the Security management 
output class (see page 31).

Service providers

the system operator is responsible for the real-time operation of the power system, including 
scheduling and dispatching electricity, in a manner that avoids undue fluctuations in frequency and 
voltage on the transmission grid.16

the wholesale information and trading system (WitS) is used to transfer information among 
participants, especially the uploading of bids and offers.

the reconciliation manager allocates volumes of electricity to generators and purchasers. it uses 
metering information supplied by participants and calculates unaccounted for electricity.

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

the clearing manager invoices and settles physical electricity sales and purchases identified by the 
reconciliation manager, ancillary service payments and any financial hedges required to be taken into 
account in the prudential calculation. it also maintains prudential security requirements.

the registry is a database that identifies every customer point of electricity connection to a local or 
embedded network. it enables customer switching between traders and contains key information for 
the reconciliation process.

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.17

the Authority carries out the role of market administrator, providing a number of operational and 
administrative services to the market under the code.

16 System operator responsibilities include giving 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 the generator dispatch schedules and is responsible for the operation of security of supply forecasting, monitoring and 
emergency management functions.

17 For more information on service provider contracts, which include detailed performance specifications, and reports, see  
www.ea.govt.nz/industry/mo-service-providers. 
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Key projects for operation of the electricity system and markets

Key projects for operation of the electricity system and markets for 2013/14:

 Review of system operator service provider agreement (SoSPa): the Authority is seeking  
to update the SoSPA contract with transpower to bring normal commercial disciplines to key 
aspects of the services being provided to the Authority and market participants. this includes 
alignment of these services with the Authority’s statutory objective under section 15 of the Act.

 Service provider fit-for-purpose review: a review of the service provider roles and the market 
systems that they utilise to ensure they remain suitable for the evolving market requirements, can 
be developed in a timely and cost-effective manner and are resilient to potential system failures  
and outages.

Performance measures for operation of the electricity system and markets

DesireD resulT 2011/12 aCTual 2012/13 TargeT 2013–2016 TargeT

Maintain delivery 
standards for 
electricity system 
services in 
accordance with the 
Act, regulations and 
code.

NA – new measure 
in 2012/13.

System operator meets the 
requirements of the principal 
performance obligations, including:

 no cascade failures

 frequency is kept within limits at  
all times

 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.

System operator meets the 
requirements of the principal 
performance obligations.*

Annual assessment of system operator 
performance does not reveal any 
significant issues.

user satisfaction with overall 
performance of system operator service 
(measured by user survey baseline and 
target to be established in 2013/14).

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

NA – new measure  
in 2012/13.

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 operation service providers’ 
code and contract performance 
standards met.**

Annual audits do not reveal any 
significant issues.

user satisfaction with overall 
performance of market service that are 
directly used by participants (measured 
by user survey baseline and targets to 
be established in 2013/14).

Market administrator 
services delivered in 
accordance with the 
code.

NA – new measure  
in 2012/13.

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

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

* Principal performance obligations are contained in Part 8 of the code, available at www.ea.govt.nz/act-code-regs/code-regs/the-code. 
** Market operation service providers’ 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. 
*** 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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CoMplianCe 

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

our compliance activities support competition, reliability and efficiency in the electricity system and 
market by working to ensure that the Act, regulations and code are accurately and consistently 
applied. What we learn from our compliance and enforcement also feeds into identification and 
resolution of ongoing or systemic issues.

the compliance activity 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, 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 49).

the Authority has refined its compliance strategy and processes to the point where performance 
standards are consistently high and operational savings are now sought.

Key compliance project

the key project for compliance for 2013/14:

 Completing a review of the electricity Industry (enforcement) Regulations 2010.

Performance measures for compliance

DesireD resulT
2011/12 
aCTual 

2012/13 
TargeT

2013/14 
TargeT

2014/15 
TargeT

2015/16 
TargeT

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

71% 75% 77.5% 80% 80%

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

87% 85% 87.5% 90% 90%

the percentage of notifications of alleged 
breaches completed or referred to the rulings 
Panel within 12 months of notification.

NA – new  
in 2012/13.

98% 98% 98% 98%

DesireD resulT 2010/12 aCTual 2012/13 TargeT 2013–2016 TargeT

Sound compliance 
processes followed.

NA – new measure  
in 2012/13.

All reports to the compliance 
committee include a statement  
of compliance with the Authority’s  
quality standard and compliance  
case management procedures  
have been met.

All reports to the compliance 
committee include a statement  
of compliance with the Authority’s 
quality standards and compliance 
case management procedures  
have been met.

increased awareness of the 
Act, regulations and code 
among those responsible  
for complying with them.

NA – new measure  
in 2012/13.

increased awareness of the Act, 
regulations and code as measured  
by participant survey.

increased awareness of the Act, 
regulations and code as measured  
by participant survey.

* Notified breaches of the Act, regulations and code where reporting of breaches is mandatory.
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appropriaTion inCoMe anD expenDiTure

appropriaTion – eleCTriCiTy 
inDusTry governanCe anD MarkeT 
operaTions ($ Million)

2011/12 
aCTual

2012/13 
buDgeT

2013/14 
buDgeT

2014/15  
foreCasT

2015/16 
foreCasT

income 59.783 63.906 68.145 70.899 73.974

Expenditure 59.783 63.906 68.145 70.899 73.974

Promoting and facilitating customer switching 
this appropriation and 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 three and a half years to enable the Authority to meet this requirement. this is  
a multi-year appropriation, which commenced on 1 November 2010 and expires on 30 April 2014.

the Authority coordinates its work, as appropriate, with 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.

Performance measures for promoting and facilitating customer switching

DesireD resulT 2011/12 aCTual 2012/13 TargeT 2013–2016 TargeT

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.

Final campaign delivered.

Authority monitors monthly provider 
reports and takes follow-up action,  
if required.

Programme is 
successfully wound up.

NA – new measure for 
2013–2016.

Annual assessment and 
review of all programmes 
completed.*

Monitoring survey completed 
at least annually.

Programme delivery contracts  
wound up by 30 April 2014.

Final programme evaluation 
commenced in 2013/14 and 
completed in 2014/15.

Final programme evaluation 
demonstrates that the programme  
has met its objectives.*

* the annual assessment and final assessment reports are provided to the Board. the reports 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 33 of this Statement of intent.
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appropriaTion inCoMe anD expenDiTure

appropriaTion – proMoTing anD 
faCiliTaTing CusToMer swiTChing  
($ Million)

2011/12 
aCTual

2012/13 
buDgeT

2013/14 
buDgeT

2014/15 
foreCasT

2015/16 
foreCasT

income 3.409 3.598 2.000 NA NA

Expenditure 3.409 3.598 2.000 NA NA

Security management
the Security management appropriation and output class started on 1 July 2012. this is a multi-year 
appropriation for the period 2012/13 to 2016/17. 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

 planning and running an official 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.

Performance measures for security management

DesireD resulT 2011/12 aCTual 2012/13 TargeT 2013–2016 TargeT

timely and effective 
decisions for system 
operator requests for 
funding under the  
Security management 
appropriation.

NA – new in 2012/13. 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.

Authority decisions in relation to the 
Security management appropriation 
made in accordance with the agreed 
process and criteria for use of the fund.

Decisions made on requests from the 
system operator for funding under this 
appropriation within 15 working days.

appropriaTion inCoMe anD expenDiTure

appropriaTion –  
seCuriTy ManageMenT ($ Million)

2011/12 
aCTual

2012/13 
buDgeT

2013/14 
buDgeT

2014/15 
foreCasT

2015/16 
foreCasT

income NA 1.200 1.200 1.200 1.200

Expenditure NA 1.200 1.200 1.200 1.200
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Electricity litigation fund 
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.

Performance measures for the electricity litigation fund

DesireD resulT 2011/12 aCTual 2012/13 TargeT 2013–2016 TargeT

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

Achieved: the litigation fund  
was used in accordance with 
the criteria.

litigation fund used in 
accordance with the criteria.

litigation fund used in 
accordance with the criteria.

appropriaTion inCoMe anD expenDiTure

appropriaTion – eleCTriCiTy 
liTigaTion funD ($ Million)

2011/12 
aCTual

2012/13 
buDgeT

2013/14 
buDgeT

2014/15 
foreCasT

2015/16 
foreCasT

income 0.333 0.444 0.444 0.444 0.444

Expenditure 0.333 0.444 0.444 0.444 0.444
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Quality standards
the following quality standards apply to all outputs, where relevant.

wriTing qualiTy 

the Authority has a writing quality standard that includes the following requirements for reports and 
publications:

 the problem or issue is clearly stated.

 relevant information is provided, including the results of investigation, analysis, options and 
consultation and regulatory assessment, where relevant.

 recommendations are unambiguous and based on the evidence.

 reports and publications are written in appropriate language for the intended audience.

DesireD resulT 2011/12 aCTual 2012/13 TargeT 2013–2016 TargeT

A sample of major reports will 
be subjected to external review 
for compliance with the writing 
quality standard.

NA – new in 2013/14. NA – new in 2013/14. At least eight reports externally reviewed.

All reviewed reports achieve rating of  
good or better.*

At least six of the eight reports receive  
a very good rating.*

* on a five-point scale of very poor, poor, average, good, very good.

qualiTy of regulaTion 

the Authority undertakes robust investigations, analysis, consultation, communication and decision-
making processes to ensure that its decisions are best-practice regulation. Key principles and 
processes are set out in our foundation documents.18 

While considerable effort is put into robust, thorough processes, it is still possible that, from time 
to time, our decisions are challenged in court. the target is for no such challenge to succeed in 
overturning an Authority decision. 

DesireD resulT 2011/12 aCTual 2012/13 TargeT 2013–2016 TargeT

A sample of draft consultation 
and decision papers will be 
subject to external review for 
compliance with the process 
requirements of the foundation 
documents.

NA – new in 2013/14. NA – new in 2013/14. At least eight draft consultation and decision 
papers externally reviewed.

All reviewed consultation and decision papers 
achieve rating of good or better.*

At least six of the eight consultation and 
decision papers receive a very good rating.*

No legal challenges resulting  
in an Authority decision being 
overturned.

0 0 Zero (0) successful challenges.

* on a five-point scale of very poor, poor, average, good, very good.

18 the foundation documents are the Interpretation of the Authority’s statutory objective, Charter about Advisory Groups and Consultation 
Charter (including the code amendment principles). these are available on the Authority’s website at www.ea.govt.nz/about-us/
documents-publications/foundation-documents.
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Part 5:

Organisation capability

this part of the Statement of intent provides key information about how the Authority works.

the Authority has embarked on an ongoing development programme to achieve its vision – its  
path to world class. this programme involves staff and managers identifying areas for improvement 
and developing and implementing action plans measured against identified world-class standards.  
this pursuit of excellence is a focus for the whole organisation.

this programme also addresses central agency expectations for ensuring value for money, 
performance improvement actions and the Government’s Better Public Services Programme.

our organisational capability work covers our people, our processes and our stakeholders.

figure 14 » Organisation development framework

our vision

To be a world-class electricity regulator delivering long-term benefits to consumers  
and contributing to the New Zealand economy.

our values

our people

We support the 
development of 

each other and work 
together to achieve 

our goals.

boldness

We are decisive, 
forward thinking and 
not afraid to do the 

right thing.

excellence

We are committed 
to producing the 
highest-quality 

work.

openness

We are transparent 
in our work and 
listen to others.

integrity

We are honest and 
trustworthy and treat 

everyone with 
fairness and respect.

our people

Staff capacity development

Living our vision and values

Good employer

Knowledge management

our proCesses

Performance improvement 
framework

Planning and reporting

Project management

our sTakeholDers

Improving engagement

Website redevelopment

Online engagement

Consumer focus
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our people
the Authority places high value on its people, and it strives to provide a workplace and culture that  
is open and supportive. Work standards are high in keeping with the magnitude of the issues that the 
Authority is addressing. high standards of behaviour and ethics are also expected of all staff.

the Authority has a talented multi-cultural team with diverse backgrounds, skill sets and knowledge, 
that prove invaluable in completing its challenging work programme. As at 30 April 2013, the Authority 
has 58 staff comprising of 18 females and 40 males.

the Authority supports the good employer concept by continually reviewing related operating policies 
and maintaining sight of its obligations in development and implementation of these. regular staff 
meetings and project groups provide a forum for staff participation and comment. 

reCruiTMenT anD DevelopMenT

With its world-class focus, the Authority is aware of the need to recruit and retain the best person  
for each role. We provide a comprehensive induction programme and offer ongoing development to 
ensure staff are challenged and equipped for future roles. the recruitment process ensures roles are 
open to both internal and external applicants and is transparent, fair and mindful of equal employment 
opportunity (EEo) principles and processes. these principles are supported and demonstrated by 
managers and the senior leadership team.

Each staff member has an agreed development plan. these can include training courses, development 
opportunities in cross-team project groups and opportunities to act in more senior roles. in-house 
training is implemented as appropriate. Development opportunities are available to all.

Employees are required to meet high professional standards in both work ethic and workplace 
behaviour, which reflect the Authority’s values. 

recognising the importance of a healthy work-life balance, the Authority also provides a staff support 
package encouraging an awareness of health and wellbeing. regular reviews ensure ongoing relevance.

reCogniTion anD involveMenT

there is an emphasis throughout the Authority on recognition of milestones as appropriate and 
celebrating success. Staff members are supportive of each other and seek to work in a collaborative 
manner.

Where possible, non-standard work arrangements are considered and implemented if reasonable and 
practical. Staff dealing with exceptional circumstances and those returning from maternity leave, injury 
or serious illness are supported in their integration back into the workforce.

All staff members have an annual salary review. there is moderation in the process to ensure it is  
as fair, consistent and objective as possible and is mindful of the wider financial climate. reference  
is made to independent job evaluation and market information.

safe anD healThy environMenT

the Authority has a health and safety committee comprising staff and managers. it has been active  
in reviewing, developing and implementing emergency plans, training and ongoing staff support 
programmes.

An active and healthy lifestyle is encouraged and supported. An employee assistance scheme is 
available to staff, access to occupational health professionals for workstation set-up is available as 
required and there is support material on the intranet.

A code of conduct and harassment and bullying policies are provided to staff at induction. these 
outline acceptable standards of behaviour, processes to address issues and consequences of 
unacceptable behaviour. Appropriate processes are in place to deal promptly and fairly with any 
incidence of harassment or bullying reported.
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key projeCTs for our people in 2013/14

 Staff capability development: completion of the senior leadership team development 
programme and commence the third tier manager development programme.

 Living our vision and values: continuing engagement with staff on our vision and values, how 
the vision can be achieved and behaviours that support the values.

 Good employer: review policies, procedures and practice to ensure good employer requirements 
are met or exceeded.

 Knowledge management: developing a knowledge management framework and commencing 
implementation of initiatives. 

our processes
the Authority strives to ensure that its systems, tools and processes support international best 
practice. this will lead to improved efficiency, productivity and quality.

perforManCe iMproveMenT fraMework

the State Service commission has developed a performance improvement framework for the  
public sector.19 While not a requirement for the Authority, in 2013/14, we intend to complete a self-
assessment against the framework, and from this, develop an improvement plan.

value for Money 

the Authority will manage its funding prudently. We intend to make every effort to restrain our spending 
while not delaying important work. We will also continue to work hard with our service providers to 
ensure value for money for the services provided.

improving effectiveness and efficiency crosses all functional areas.

the cost-effectiveness of the Authority’s work is assured through the following:

 Appropriation consultation: planned work priorities and appropriations are scrutinised through 
public consultation in accordance with section 129 of the Act.

 the use of robust planning and project management and procurement disciplines.

 review of cost drivers: work priorities, costs and benefits for major projects and business-as-usual 
activities are closely scrutinised as part of the development of a detailed internal work programme. 
costs and benefits are further addressed as part of project planning for significant projects. 
Value-for-money and performance improvement initiatives are included in the internal work 
programme, and key projects are identified in this part of the Statement of intent.

 Assessment of proposed code amendments and market facilitation measures: benefits and costs 
of proposed code amendments are scrutinised through public consultation in accordance with the 
Authority’s consultation charter.

 Joint procurement: where practical and cost-effective, the Authority works with other agencies on 
joint procurement and shared services.

 taking up all-of-government procurement offerings, where applicable.

19 See www.ssc.govt.nz/pif.
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auThoriTy planning anD reporTing 

the crown Entities Act 2004 sets out the major planning and reporting requirements for the Authority, 
including preparing and publishing the Statement of intent and Annual report.

the Authority has sought input from our stakeholders to assist with developing the Statement of intent 
and the more detailed work programme, due to be released in July.20

Section 129 of the Electricity industry Act 2010 requires the Authority to consult levy payers on 
proposed appropriations. this took place over September to November 2012.21 Feedback received 
was used to develop appropriations recommendations to the Minister.

in addition to meeting all statutory and central agency planning and reporting requirements, the 
Authority publishes an annual work programme of its key development projects. Quarterly reports are 
published showing progress against the work programme.

inforMaTion sysTeMs 

the Authority is pursuing a programme of continuous development to increase its information systems 
effectiveness. this, combined with ongoing release of information and data, supports the Authority  
and its stakeholders to use and reuse information and data in decision-making. the ongoing release  
of data and information to stakeholders both supports the open Government Data and information 
Programme and the Authority’s market development strategy.

risk ManageMenT

the Authority has a risk management policy and framework. the Board maintains an overview of the 
policy and regularly reviews the risk register.

the Authority Board’s Audit and Finance committee advises on the quality and integrity of the 
Authority’s financial control environment, 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.

key projeCTs for our proCesses in 2013/14

 Performance improvement framework: complete self-assessment, develop a plan of action 
and commence implementation.

 Planning and reporting: implement changes resulting from the review of the accountability 
requirements, including changes to the crown Entities Act 2004, arising from the Government’s 
Better Public Services Programme.

 Project management: complete development of tools and processes and complete training 
programme.

20 the 2012/13 work programme is available at www.ea.govt.nz/our-work/2012-15-planning.
21 the consultation paper, submissions received, a summary of submissions and the report to the Minister are available at www.ea.govt.nz/

our-work/plans-and-reports/2013-16.
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our stakeholders
Effective engagement with stakeholders is an essential ingredient to being a world-class electricity 
regulator. Sound, professional ongoing relationships with consumers and industry participants assist 
the Authority to develop effective improvements to operating the New Zealand electricity market.

in its first two years of existence, the Authority has proactively engaged with the electricity sector.  
this involved reviewing how it communicated, developing a communications strategy, putting in place 
proactive communications such as regular publications and providing stakeholders with more detailed 
information when seeking feedback on proposed appropriations and work priorities. 

the Authority is actively engaged in the Government online Engagement Service project under Better 
Public Services result 10: New Zealanders can complete their transactions with government easily  
in a digital environment. this supports a focus on exploring new ways of engaging with stakeholders 
presented by on-line engagement offerings. Alongside this, the Authority will also explore more 
opportunities for face-to-face interactions.

Publication of foundation documents provides stakeholders with information on how we interpret the 
statutory objective, consult and develop code and market facilitation measures and how we will work 
with advisory groups.22

the Authority places ongoing focus on stakeholder engagement, with the end result of both better 
regulation and better understanding of the electricity sector. 

key projeCTs for our sTakeholDers in 2013/14

in 2013/14, the Authority will continue its focus on stakeholder engagement, including the following:

 Improving engagement: developing opportunities for improving understanding of our work  
and engaging in providing input, such as holding stakeholder workshops to explain the Authority’s 
analysis and decision-making and making sure all publications are written appropriately for the 
audience.

 Website redevelopment: redeveloping our website to improve accessibility and usability of 
content for stakeholders.

 online engagement: developing an online engagement approach using sophisticated 
engagement tools and processes (drawing from the all-of-government work in this area).

 Consumer focus: developing opportunities for delivering information to consumers.

 Implementing the international engagement strategy with the objectives of:  

 learning about market performance and market design challenges in other jurisdictions so as 
to achieve better and more prescient regulation of the New Zealand electricity industry

 exploring the establishment of international benchmarking of the performance of electricity 
markets and regulators to identify strong and weak areas of market and regulator performance 
in New Zealand

 increasing the Authority’s international reputation, which strengthens its ability to influence and 
shape the debate within New Zealand.

22 the foundation documents are available at www.ea.govt.nz/about-us/documents-publications/foundation-documents.
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Part 6:

Prospective financial statements

the crown Entities Act 2004 requires prospective financial 
statements to be presented in the Statement of intent. 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.

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 FrS 42.

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.

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.

outcomes (Part 3)

Impacts (Part 3)

outputs (Part 4)

Process and inputs

this part of the Statement of Intent sets out the 
authority’s prospective financial statements and key 
input information.

the statement of significant accounting policies forms an integral part of, and should be read in conjunction with, the financial statements.
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the statement of significant accounting policies forms an integral part of, and should be read in conjunction with, the financial statements.

Prospective statement of comprehensive income

note Budget 
2013/14 

$000

forecast 
2014/15 

$000

forecast 
2015/16 

$000

crown appropriations 1 71,789 72,543 75,618

interest income 350 350 350 

other income – – – 

total income 72,139 72,893 75,968

Personnel costs 2 9,149 9,423 9,706 

Depreciation and amortisation 4,153 5,159 5,324 

Finance costs – – – 

other expenses 3 58,487 57,961 60,588 

total expenditure 71,789 72,543 75,618

Surplus/(deficit) for the year 350 350 350

other comprehensive income – – –

total comprehensive income for the year 350 350 350 

Prospective statement of movements in equity

note Budget 
2013/14 

$000

forecast 
2014/15 

$000

forecast 
2015/16 

$000

opening balance at 1 July 9,750 10,100 10,450

Comprehensive income by appropriation

Electricity industry governance and market operations 350 350 350 

Promoting and facilitating customer switching – – – 

Security management – – – 

Electricity litigation fund – – – 

total comprehensive income 350 350 350

Closing balance at 30 June 10,100 10,450 10,800



41ElEctricity Authority Statement of Intent 2013–2016

the statement of significant accounting policies forms an integral part of, and should be read in conjunction with, the financial statements.

Prospective statement of financial position

note opening 
1 Jul 2013 

$000

Budget 
2013/14 

$000

forecast 
2014/15 

$000

forecast 
2015/16 

$000

taxpayers’ funds 9,750 10,100 10,450 10,800 

assets

Current assets

cash and cash equivalents 11,580 3,361 7,867 11,430

receivables and prepayments – – – –

11,580 3,361 7,867 11,430 

Non-current assets

Property, plant and equipment 4 488 534 390 282 

intangible assets 5 5,164 11,623 7,656 4,333 

5,652 12,157 8,046 4,615 

total assets 17,232 15,518 15,913 16,045 

Liabilities

Current liabilities

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

Employee entitlements 398 418 463 245 

refund of appropriation to the crown 2,000 – – –

other provisions 84 – – –

7,482 5,418 5,463 5,245

total liabilities 7,482 5,418 5,463 5,245

net assets employed 9,750 10,100 10,450 10,800
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the statement of significant accounting policies forms an integral part of, and should be read in conjunction with, the financial statements.

Prospective statement of cash flows

Budget 
2013/14 

$000

forecast 
2014/15 

$000

forecast 
2015/16 

$000

Cash flows from operating activities

receipts from the crown 71,789 72,543 75,618 

repayment of surplus receipts to the crown (2,000) – – 

interest received from investments 350 350 350 

Payments to suppliers (58,571) (57,961) (60,589)

Payments to employees (9,129) (9,378) (9,922)

net cash flows from operating activities 2,439 5,554 5,457 

Cash flows from investing activities

Acquisition of property, plant and equipment (275) (48) (84)

Acquisition of intangibles (10,383) (1,000) (1,810)

net cash flows from investing activities (10,658) (1,048) (1,894)

Net increase/(decrease) in cash and cash equivalents (8,219) 4,506 3,563

cash and cash equivalents at beginning of year 11,580 3,361 7,867 

Cash and cash equivalents at end of year 3,361 7,867 11,430
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1

2

3

the statement of significant accounting policies forms an integral part of, and should be read in conjunction with, the financial statements.

Notes to the financial statements

Budget 
2013/14 

$000

forecast 
2014/15 

$000

forecast 
2015/16 

$000Crown appropriations

Electricity industry governance and market operations 68,145 70,899 73,974 

Promoting and facilitating customer switching 2,000 – – 

Security management 1,200 1,200 1,200 

Electricity litigation fund 444 444 444 

71,789 72,543 75,618

Budget 
2013/14 

$000

forecast 
2014/15 

$000

forecast 
2015/16 

$000Personnel costs

Salaries and wages 8,775 9,040 9,308 

contributions to defined contribution plans 378 389 401 

increase/(decrease) in employee entitlements (4) (6) (3)

9,149 9,423 9,706

Budget 
2013/14 

$000

forecast 
2014/15 

$000

forecast 
2015/16 

$000other expenses

Service provider contracts 45,701 47,897 50,758 

Security management 1,200 1,200 1,200 

litigation fund 444 444 444 

External advice 6,108 5,104 4,905 

customer switching 2,000 – –

Audit fees 44 45 47 

Auditor fees for other services – – –

Advisory and working group fees 91 91 91 

Authority members’ fees 611 617 623 

rulings Panel fees 112 113 114 

operating lease expenses 194 512 512 

travel expenses 196 196 196 

other operating expenses 1,786 1,742 1,698 

58,487 57,961 60,588 
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the statement of significant accounting policies forms an integral part of, and should be read in conjunction with, the financial statements.

Budget 
2013/14 

$000

forecast 
2014/15 

$000

forecast 
2015/16 

$000Property, plant and equipment

computer hardware 91 59 67 

computer hardware (service provider) 310 209 107 

office equipment 13 14 15 

Furniture and fittings 92 84 73 

leasehold improvements 28 24 20 

net book value at 30 June 534 390 282

Budget 
2013/14 

$000

forecast 
2014/15 

$000

forecast 
2015/16 

$000Intangible assets

Software 834 499 169 

Software (service provider) 10,789 7,157 4,164 

net book value at 30 June 11,623 7,656 4,333

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:

 leasehold improvements

 computer hardware

 furniture and fittings

 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.
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the statement of significant accounting policies forms an integral part of, and should be read in conjunction with, the financial statements.

Disposal of property, plant and equipment

Where an item of property, 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.

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 within 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%
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(d) receivables and prepayments

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, deposits held on call, and short-term investments 
with maturities of three months or less.

(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 entitlements

Employee entitlements include accrued salaries and bonuses, contributions to superannuation 
schemes, annual leave earned but not yet taken, and liabilities for sick leave and long-service leave.

Superannuation schemes

obligations for contributions to KiwiSaver and the State Sector retirement Savings Scheme are 
accounted for as defined contribution schemes and are recognised as incurred.

Sick leave

A liability for sick leave is recognised to the extent that absences in the coming year are expected to 
be greater than the sick leave entitlements earned in the coming year. the amount is calculated based 
on the unused sick leave entitlement that can be carried forward at balance date, to the extent that it 
will be used by staff to cover those future absences.

Long-service leave

A liability for long-service leave has been calculated on an actuarial basis based on years of service, 
years to entitlement, the likelihood that staff will reach the point of entitlement, and contractual 
entitlement information.

Presentation of employee entitlements

Accrued salaries and bonuses, sick leave, annual leave, vested long-service leave, and non-vested 
long-service leave expected to be settled within 12 months of balance date are classified as current 
liabilities. All other employee entitlements are classified as non-current liabilities.

(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.
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the statement of significant accounting policies forms an integral part of, and should be read in conjunction with, the financial statements.

(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.

(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.

the crown is fully reimbursed for appropriation funding provided to the Authority by levies collected 
from industry participants. the levies are paid directly to the crown and do not appear as revenue to 
the Authority.

Interest income

interest income is recognised in the statement of comprehensive income 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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Part 7: 

Additional information

this part of the Statement of intent provides additional information about how the Authority works  
and those involved.

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 and Elena trout (appointed for terms 
of five years, expiring 1 November 2015) and David Bull and hon. roger Sowry (reappointed for terms 
of five years, expiring 1 June 2017). 

boarD CoMMiTTees

the Board has established four committees: the Audit and Finance committee, the compliance 
committee, the System operations committee and the undesirable trading Situation committee.

the Audit and Finance committee 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. Members are Susan Paterson (chair),  
Dr Brent layton and Elena trout.

the compliance committee makes decisions on alleged breaches of the Act, various regulations  
and the code. it determines appropriate enforcement responses and whether settlements should  
be approved or further investigation undertaken and makes recommendations to the Board regarding 
the laying of formal complaints with the rulings Panel and instigating prosecutions. Members are  
hon. roger Sowry (chair), David Bull and Elena trout. 

the System operations committee oversees the performance monitoring of the system operator, 
identifies any emerging system security risks and addresses any other matters relating to the system 
operator’s obligations under the code. Members are David Bull (chair), hon. roger Sowry and  
Susan Paterson.

the undesirable trading Situation (utS) committee, which comprises all Board members, decides 
whether an event constitutes a utS. the utS committee investigates any utS claims and, if it finds 
the existence of a utS, may take one or more remedial actions to correct the utS, including 
suspending code requirements and directing participants to assist in overcoming the utS. Members 
are Dr Brent layton (chair), David Bull, Susan Paterson, hon. roger Sowry and Elena trout.
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senior leaDership TeaM

Senior leadership team members are chief Executive carl hansen, General Manager corporate 
Services Androula Dometakis, General Manager legal and compliance ross hill, General Manager 
Market Design John rampton, General Manager Market Performance Bruce Smith, and General 
Manager Market Services Fraser clark.

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 panel members.

the rulings Panel is Peter Dengate thrush (chair), Geraldine Baumann (Deputy chair), Sue roberts, 
Nicola Wills and John o’Sullivan.

seCuriTy anD reliabiliTy CounCil

the Act sets requirements to establish the Security and reliability council and other advisory groups.

the Act requires the Authority to publish a Charter about Advisory Groups. the charter was published 
on 14 February 2011.

the council was established in March 2011. its function is to provide independent advice to the 
Authority on the performance of the electricity system and the system operator and reliability of supply 
issues. As at 30 April 2013, members were Dr Kevin thompson (chair), Dennis Barnes, terrence currie, 
Albert Brantley, Bruce turner, David russell, Guy Waipara, Erik Westergaard and Vince hawksworth. 

aDvisory groups

the Authority has established two standing advisory groups: the Wholesale Advisory Group and  
retail Advisory Group. 

As at 30 April 2013, membership of the Wholesale Advisory Group was John hancock (chair),  
Neal Barclay, John carnegie, Stephen Peterson, Bruce rogers, richard Spearman, John Woods and 
Graeme Everett. 

As at 30 April 2013, membership of the retail Advisory Group was Peter Allport (chair), Dene 
Biddlecombe, Sue chetwin, Sarah Free, Anne herrington, James Munro, Nathan Strong, Bill highet 
and Andrew Mcleod. 

aDDiTional aDvisory anD TeChniCal groups

the Authority has established a number of other advisory and technical groups.

the locational Price risk technical Group provides specialist and technical advice to the Authority  
on the detailed design and operation of selected hedge mechanisms for managing locational price 
risk. the group is chaired by Bill heaps. 

the Multiple Frequency Keepers technical Stakeholders Group provides specialist and technical 
advice to the Authority, from a user perspective, on the functionality and specification of a centralised 
system to control system frequency. the group is chaired by an Authority staff member.

the Settlement and Prudential Security Group assists the Authority by providing advice on development 
of code amendments and market facilitation measures, to address the recommendations made by  
the Wholesale Advisory Group in the issues covered by the settlement and prudential security review. 
the group is chaired by Stuart innes.
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the Standing Data Formats Group considers suggestions by affected parties for addition or changes  
to the file formats exchanged between participants and the registry and reconciliation service 
providers, and makes recommendations to the Authority for implementation. the group is chaired  
by Nick Bennetts.

the code of Practice 10.5 review Panel reviews each application for variation from any requirement  
of the codes of practice for metering installations in Part 10 of the code. the metering installation 
variation database is published on the Authority’s website and contains a list of all current variations. 
the panel is chaired by John campbell.

the loss Factor review Panel was established to advise and assist the Authority to standardise the 
approach to the calculation and maintenance of technical and non-technical loss factors in distribution 
networks. the panel is chaired by Andrew Smaill.

More information about the Security reliability council, advisory groups and additional technical 
groups is available on the Authority website at www.ea.govt.nz/our-work/advisory-working-groups. 

consulting, notifying and reporting to the Minister
Section 141(1)(g) of the crown Entities Act 2004 requires the Statement of intent to include certain 
matters as follows:

 the matters on which the authority will consult with 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 with 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

 prepares an annual report in accordance with section 150 of the crown Entities Act 2004,  
which is provided to the Minister, who is responsible for tabling it in the house

 prepares a quarterly report that includes:

– a summary of key developments in the quarter

– year-to-date progress against outputs as set out in this Statement of intent

– year-to-date financial performance

– other matters of consequence, such as significant operational risks.
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Glossary and abbreviations

Note, a detailed glossary is available at www.ea.govt.nz/footer-elements/glossary.

act Electricity industry Act 2010. 

authority Electricity Authority.

Black start Some generators have the ability to black start, meaning they can restart their generation plant 
with no electrical input if the system has blacked out. Generators without this capability require 
power from the grid to restart their generating plant.

Capability What an organisation needs in terms of access to leadership, people, culture, relationships, processes 
and technology, physical assets and structures to efficiently deliver the goods and services required to 
achieve the results sought by the crown entity – whether those results are set by reference to 
Government policy or by statute.

Code Electricity industry Participation code 2010.

Common quality common quality refers to those processes and technical requirements placed on asset owners and 
the system operator that impact on power system quality such as the code requirements for system 
frequency management, system event management and system voltage management.

Consumer Any person who is supplied with electricity other than for resupply.

CR4 concentration ratio (cr) of the top four generation-retailer companies (gentailers). 

the cr measures the sum of the market shares for the largest retailers – a higher number indicates  
a more concentrated market.

We chose cr4, the sum of the market shares for the top four parent retail companies, because the 
market started with four large gentailers and cr4 will help identify how the structure has changed.  
it should be noted that these four gentailers are not the dominant players in every region.

CRe competition, reliability and efficiency (components of the Authority’s statutory objective).

DSBf Demand-side bidding and forecasting.

frequency-keeping the frequency of the New Zealand grid is normally maintained at 50 hertz (the number of cycles  
per second).

Frequency-keeping refers to the process used to keep the frequency of the grid within its normal 
band. Frequency-keeping power stations are used to increase or decrease generation within a set 
band to ensure that supply equals demand on a second-by-second basis.

ftR Financial transmission right.
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HHI herfindahl-hirschman index. 

hhi is a measure of market concentration, and the relationship with competition occurs because less 
concentrated markets are likely to be more competitive. it is calculated as the sum of the squares of 
the market share of all participants.

Impacts the contribution made to an outcome by a specified set of outputs or actions or both. (Definition from 
section 2(1) of the Public Finance Act 1989.)

Instantaneous reserves Generation capacity and interruptible load that is made available to be used in the event of a sudden 
failure of a generating or transmission facility in order to maintain system frequency at 50 hertz. Fast 
instantaneous reserve is available within six seconds and must be able to operate for one minute. 
Sustained instantaneous reserve is available within 60 seconds and must be available for 15 minutes.

mBIe Ministry of Business, innovation and Employment. 

MBiE is the policy adviser to Ministers on energy matters. MBiE also acts as the purchase adviser  
to the Minister of Energy and resources regarding the Electricity Authority.

mfm Market facilitation measures. 

Actions that the Authority can take short of amending the code or recommending changes to 
regulations. this can include discussion with participants, education programmes, publication of 
guidelines and publication of model agreements.

outcome A state or condition of society, the economy or the environment and includes a change in that state  
or condition. (Definition from section 2(1) of the Public Finance Act 1989.)

outputs the goods or services that are supplied by a crown entity; but does not include goods and services 
that are produced for purchase or consumption solely within the crown entity group. (Definition from 
section 136(1) of the crown Entities Act 2004.)

Participant A person, or a person belonging to a class of persons, identified in section 7 of the Electricity industry 
Act 2010 as being a participant in the electricity industry. these include generators, transpower, 
distributors, retailers, other lines owners, consumers directly connected to the national grid, buyers  
of electricity from the clearing manager and service providers (as described on page 27).

RS analysis residual supply analysis. 

this type of analysis is used to assess how much ability generators have to reduce supply and raise 
prices to increase their profits. 

Service providers Parties contracted by the Authority to manage the electricity system (system operator) and market 
services, as described in Part 3 of the code. 

SoI Statement of intent.

SRC Security and reliability council.
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Structure, conduct and 
performance framework

Structure, conduct and performance is an organising framework for thinking about influence on 
market performance. it starts from the idea that the structure of the market determines the conduct  
of participants. this conduct drives outcomes. in the context of competition, it follows that the more 
competitive the structure, the more competitive the conduct of participants and the more efficient  
their performance.

this is a useful framework for considering reliability and efficiency because it underscores the need  
to take account of the context in which industry participants conduct themselves as well as the 
outcomes that their conduct produces. the ScP framework has the benefit of emphasising that 
outcomes are a function of a range of related influences and actions and thus no single measure 
provides definitive information on market performance.

UoI unmatched open interest.

uoi is an important measure of liquidity in the hedge market because it directly measures the volume 
of live contracts on the exchange and indicates how useful the mechanism is to market participants. 
higher uoi figures demonstrate more ‘skin in the game’ and provide more confidence about forward 
electricity prices.

UtS undesirable trading situation. 

An undesirable trading situation (utS) arises when there is a threat to orderly trading on the wholesale 
market or settlement that cannot otherwise be resolved satisfactorily under the code.

Voltage support the ancillary service that injects reactive power into the system to boost voltage at the point of 
injection. Specific generation plant is contracted by the system operator to provide this service,  
when needed.
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