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Results

The sector

35,000 industrial consumers

65,000 agriculture, forestry and fishing consumers

150,000 commercial consumers

1.7 million residential consumers

Almost $6 billion a year 

is spent on electricity by

Electricity Authority: Our strategic journey

Our work strives to address these key consumer questions:

 Are prices reasonable?

 Will the lights stay on?

 Do consumers have choices?

 Is innovation occurring? 

The Electricity Authority was formed on 1 November 2010 to  
promote competition in, reliable supply by, and the efficient operation  
of, the electricity industry for the long-term benefit of consumers.

Reduced retail market 
concentration
More retailers 
Even spread of market share 

Code amendments
Pricing and wholesale  
market function 

Hedge market  
growing

CHANGE IN STRUCTURE CHANGE IN CONDUCT

A decline in the number of wholesale 
incidents and events needing  

a market review.

An overall increase  
in the effort that retailers are putting into 

retaining customers through saves.

A wide range of deals available to consumers 
as retailers compete for market share.

Improved  
information availability including the  

launch of www.emi.ea.govt.nz.

More than one million  
smart meters are now operating. Some 

retailers are now making information from 
smart meters available directly to consumers.

Phase 1

November 2010 to November 2011

• We completed section 42 initiatives.

• We focused on security of supply  

through development of the customer 

compensation scheme and stress testing.

• We aimed to improve retail competition 

with the launch of the What’s My Number 

campaign and other initiatives to reduce 

barriers and make it easier for retailers  

to manage electricity industry risks. 

The Authority uses the Herfindahl-Hirschman Index (HHI), illustrated above, as one measure to assess market structure.

http://www.emi.ea.govt.nz


 

24 retail brands 29 distribution companies 13 grid-connected generation entitiesTranspower

Consumers Distribution
150,000km of lines

Transmission
12,000km of lines

Generation
10,000MW of  

generation capacity

Marked improvement in wholesale market perceptions
Survey statement: Prices in [this] market reflect the outcomes expected in a workably competitive market.

CHANGE IN PERFORMANCE

Overall improvement in performance indicated by Electricity market performance: 2013 year in review

Agree

Disagree

Phase 3

June 2013 to now

• We introduced new initiatives  

to reduce barriers to residential  

consumers ‘shopping around’ and 

increase consumer engagement  

and information. 

• We continued ongoing work to 

complete the hedge and wholesale 

market initiatives to enhance retail 

competition.

Phase 2

November 2011 to June 2013

• We continued our focus on retail 

competition through the What’s  

My Number campaign and the  

creation of a switching tool for small  

and medium-sized businesses.

• New initiatives in the hedge and 

wholesale markets reduced  

barriers and risks for retailers.

Phase 4 

The future

• Ongoing focus on competition  

with retail a priority.

• We will enhance competition  

in ancillary services. 

• We will increase focus on  

addressing the efficient operation  

of the New Zealand electricity  

industry particularly in regard to  

lines company arrangements.

Retail OTC hedges Futures Spot Instantaneous 
reserve

Frequency 
keeping

2014
Survey

2013
Survey

Wholesale marketRetail market



This Statement of Intent is a formal public accountability document required 

under sections 139 and 141 of the Crown Entities Act 2004. It outlines our 

strategic intentions for the period 1 July 2014 to 30 June 2018. The Statement 

of Intent may be updated at any time but no later than 1 July 2017. 

For detailed financial and non-financial performance information, please see  

our Statement of Performance Expectations, which is published annually.

For further information about our work, visit www.ea.govt.nz.  

  © Copyright 
This document is protected by copyright owned by the Electricity Authority.  

This copyright material is licensed for reuse under the Creative Commons  

Attribution (CC-BY) 3.0 New Zealand licence. In essence, you are free to copy, 

distribute and adapt the material as long as you attribute it to the Electricity 

Authority and abide by the other licence terms.

Glossary and abbreviations 

There are many technical terms used in the electricity sector, and some of these 

occur in this document. To assist readers, a glossary and list of abbreviations is 

provided at the end of the document. In addition, we have a glossary of common 

electricity industry terms on our website at www.ea.govt.nz/glossary. 

http://www.ea.govt.nz
http://www.ea.govt.nz/glossary
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The Electricity Authority (Authority) was established on 1 November 2010  

to promote competition in, reliable supply by, and the efficient operation of,  

the electricity industry for the long-term benefit of consumers.

Our strategic journey
Our initial focus was on completing and implementing changes required by section 42 of the  
Electricity Industry Act 2010 (the Act), which had a strong focus on improving security of supply  
and reducing barriers to retail competition. 

The new security of supply arrangements were tested by the lowest South 
Island inflows on record in 2012, which New Zealand came through without  
the need for conservation campaigns. 

Our initial focus also included launching the What’s My Number campaign to 
enhance retail market competition. The campaign had an immediate impact  
on consumer engagement and on retailer pricing.

After completing the section 42 initiatives in our first year of operation and the 
successful launch of the What’s My Number campaign, our strategic focus was 
intensified on enhancing retail competition, with several initiatives in the wholesale market to make it easier 
for new electricity retailers to enter and expand and for existing retailers to offer their services more actively 
over a wider area. Very significant progress has been achieved. 

Since June 2013, our strategy has put a greater emphasis on initiatives to enhance retail competition by 
enhancing consumer participation, such as improving the transparency of electricity charges and making  
it easier for consumers to confidently find the best deal in the market. These consumer participation 
initiatives are of course complemented by the What’s My Number campaign, which the Authority has  
run in conjunction with Consumer NZ and the Ministry of Consumer Affairs (now part of the Ministry of 
Business, Innovation and Employment (MBIE)) since May 2011. 

Our focus for the next four years is to further enhance competition right across the electricity industry. 
Retail competition will remain our top priority. During the life of this Statement of Intent, we expect 
significant gains in wholesale and retail market competition. We also expect to focus on other  
matters affecting the efficient operation of the electricity industry, particularly in regard to lines  
company arrangements.

Delivering long-term benefits for consumers
Our role involves matters that impact the long-term benefits the electricity market provides to consumers:

• 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 consumers face any unnecessary barriers to switch to get the 
best deal for them? Can large consumers participate appropriately in the market?

• Are prices reasonable? Do prices reflect the efficient costs of supplying consumers? 

• Is innovation occurring? Do suppliers develop new services and pricing plans to deliver greater 
value to consumers?

Our focus for  

the next four years 

is to further enhance 

competition right across 

the electricity industry.
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What we do
We deliver four main services, all of which have equal importance in achieving our objective: 

• Market development: We develop the electricity market by evolving the market rules and introducing 
market facilitation measures. A key element of market development is our work to ensure that 
consumers can effectively participate in the market if they choose to do so. 

• Monitoring, information and education: We monitor the performance of the electricity market, 
provide data and information about the market and educate consumers and industry participants about 
the market.

• Market services: We oversee the operation of the electricity system and markets and contract with 
market operation service providers to operate the market.

• Compliance: We monitor, investigate and enforce compliance with market rules and regulations that 
underpin them.

Achievements to date
Since our establishment in 2010, our market development programme 
has focused heavily on initiatives to bring in more efficient approaches 
to manage supply risks and enhance competition.

Key reliability initiatives are largely completed. The Government 
transferred Tekapo A and B stations from Meridian Energy to Genesis 
Energy. To further improve reliability, the Authority adopted new market 
rules to provide customer compensation if an official conservation 
campaign occurs. We have also introduced stress testing and scarcity 
pricing. The futures market has been encouraged to develop and now 
provides transparent and robust signals of supply and demand risks up 
to four years ahead.

Low rainfall in the South Island hydro catchments in the first six months of 2012 and early in 2013 was 
well managed by the electricity industry. Our initiatives to encourage greater reliability undoubtedly helped.

Key initiatives to improve competitiveness and efficiency in the wholesale market have also been largely 
completed.

From May 2014, consumers have been able to participate in the spot electricity market in the same way 
generators do, by complying with dispatch instructions issued by the system operator. These consumers 
will compete with generators to set spot market prices, which has the potential to materially enhance 
competitive pricing in tight supply situations.

New rules have also been promulgated to ensure that prices in the spot electricity market will remain 
efficient on the rare occasions when a generator faces no competition for influencing market prices.

Substantial progress has been made to implement nationwide ancillary markets and develop more efficient 
means to manage frequency keeping and under-frequency events.

Our market development 

programme has focused 

heavily on initiatives to 

bring in more efficient 

approaches to manage 

supply risks and 

enhance competition.
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There have been numerous developments to improve competition in the retail market. The futures market 
has been improved by the introduction of market makers, and new products are available to electricity 
retailers and consumers to manage their risks. Transmission hedge products that allow retailers to more 
effectively compete in markets remote from their generation have been developed and introduced.

In addition, new prudential and settlement rules have been introduced. New rules to deal with events of 
retailer default have been adopted. Work is under way to increase the transparency of electricity prices 
and to assist consumers to assess competing offers more readily and accurately. These initiatives will 
further enhance retail market competition from late 2014 and early 2015, when new IT systems and 
processes have been completed.

Our work going forward
Our focus for the next four years is to further enhance competition right across the electricity industry. 
Competition in the wholesale and retail electricity 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. 

Rigorous and transparent market monitoring is a key facilitator of competition. We have prepared  
high-quality reports into ad hoc events, and we have released a set of competition, reliability and  
efficiency metrics for which we are assembling and publishing statistics on a regular basis. 

Our strategic framework (see page 13) includes the strategic priorities we are working to achieve.  
We will use these to focus our effort on maximising long-term benefits for consumers and delivering  
value for money. The Board will closely monitor progress on these strategic priorities.

Our annual Statement of Performance Expectations, published separately, sets out our services,  
including key projects aimed at delivering the impacts and progressing the desired outcomes.  
Key themes of these projects are initiatives to:

• enhance retail and wholesale market competition 

• facilitate consumer participation in the market

• improve pricing efficiency

• broaden markets (including ancillary services)

• improve availability of data, information and analysis

• ensure service provider arrangements are fit for purpose.

Our strategic framework 

includes the strategic 

priorities we are working 

to achieve. We will use 

these to focus our effort 

on maximising long-term 

benefits for consumers and 

delivering value for money.
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Dr Brent Layton
Chair

4 June 2014

Hon Roger Sowry
Member

4 June 2014

How we work
Our vision is to be a world-class electricity regulator, delivering long-term benefits for consumers  
and contributing to the New Zealand economy. This vision ensures we are efficient, effective and 
progressive in our work. 

We have published a set of foundation documents that set out our interpretation of our objective  
and how we will work to bring it about.1

Part Four of this Statement of Intent outlines our approach and strategies to ensure that we have the 
capacity and capability to deliver our services to a world-class standard. The annual Statement of 
Performance Expectations includes our key projects for each financial year.

We place significant emphasis on working effectively with interested stakeholders to gain the right input,  
in the right ways, at the right time. The input we receive through advisory groups, working groups and 
submissions is highly valued and vital to successful and enduring solutions. We appreciate the time put 
into and the quality of contributions made by stakeholders. 

Over the coming years, we will:

• improve how we communicate and consult so stakeholders continue to have the opportunity to 
participate in our processes

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

• build our capability to complete high-quality work with constrained resources.

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

1 See www.ea.govt.nz/about-us/strategic-planning-and-reporting/foundation-documents.

Dr Brent Layton Hon Roger SowryElena Trout David BullSusan Paterson

http://www.ea.govt.nz/about-us/strategic-planning-and-reporting/foundation-documents
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Part One: Electricity sector context
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The global and New Zealand energy context
In New Zealand, almost $6 billion per year is spent on electricity by 1.7 million residential consumers, 150,000 
commercial consumers, 65,000 agricultural, forestry and fishing consumers and 35,000 industrial consumers.

The vital role of the electricity sector and the context of the Authority’s work are summarised in the publication 
Electricity in New Zealand.2 

Looking ahead, there are challenges facing the electricity sector – both globally and locally. Some key challenges 
and their implications are shown in Table 1.

TABLE 1    Summary of challenges facing the electricity sector

Challenge Description Implications

Uncertainty The electricity sector faces uncertainty regarding 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 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 such as ‘smart homes’ and electric 
vehicles is 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.

The government context

2  Electricity in New Zealand is available at www.ea.govt.nz/about-us/media-and-publications/electricity-nz.

In addition to the Authority, there are several other agencies with roles in the electricity sector. 

OTHER AGENCIES

The Electricity Authority is one of several agencies with distinct roles in the electricity market. 

The Ministry of Business, Innovation and Employment (MBIE) is the policy adviser to the 
Government, which includes advising on Acts and regulations. See www.mbie.govt.nz. 

The Commerce Commission is the government watchdog for fair trading and consumer protection 
and also has a role in supervising the amount spent by the owners of the transmission and distribution 
networks, which are monopolies. See www.comcom.govt.nz. 

http://www.ea.govt.nz/about-us/media-and-publications/electricity-nz
http://www.mbie.govt.nz
http://www.comcom.govt.nz


9ELECTRICITY AUTHORITY STATEMENT OF INTENT 2014–2018

The Electricity and Gas Complaints Commissioner deals with complaints between individual 
consumers and retailers. See www.egcomplaints.co.nz. 

The Energy Efficiency and Conservation Authority (EECA) is the government agency that works 
to improve the energy efficiency of New Zealand’s homes and businesses and encourages the uptake 
of renewable energy. See www.eeca.govt.nz. 

The Crown is the owner of Transpower New Zealand Limited (a State-owned enterprise), 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. See www.transpower.co.nz. 

Government results
Our planning takes into account government priorities and strategies.

The Government has outlined high-level outcomes and results it is seeking. The following government 
outcomes and results are applicable to our work and have been considered in developing our Statement 
of Intent:

Outcome: More productive and internationally competitive business.

Results (intermediate outcomes):

• Better-functioning markets that are more trusted and competitive. Over the last three years, we 
have had a major focus on improving competition in the electricity sector. We have made significant 
gains in the wholesale and retail markets and have more initiatives under way to further enhance 
competition in the retail market.

• Improved business capability and higher levels of innovation. An underlying focus for all of our 
work is to enable innovation and the use of new technologies. Our market development work seeks to 
reduce barriers to innovation and not create unintended new barriers.

• More reliable infrastructure. Reliability of the electricity industry is a key facet of our statutory 
objective. We foster reliability through our market development work, improving information availability, 
contracting for an effective electricity system and market services and having a robust compliance 
framework. 

Our work also contributes to government energy strategy documents. The New Zealand Energy Strategy 
2011–2021 (NZES) and New Zealand Energy Efficiency and Conservation Strategy 2011–2016 (NZEECS)3 
were published in August 2011 and contain the following items that relate to our work:

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

• Competitive electricity market (page 12 of NZES).

• Reliable electricity supply (page 13 of NZES).

• Contributing to an efficient electricity system supporting New Zealand’s global competitiveness  
(page 25 of NZEECS).

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

http://www.comcom.govt.nz
http://www.eeca.govt.nz
http://www.transpower.co.nz
http://www.eeca.govt.nz/sites/all/files/nz-energy-strategy-2011.pdf
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Electricity regulation in New Zealand
We provide independent regulation and governance of the electricity industry and oversee the operation of 
the electricity system and market. 

A key focus for our work on setting the rules is to ensure a level playing field for all electricity market 
participants, especially for new and potential entrants. We call these rules the Electricity Industry 
Participation Code (the Code). 

We have a compliance team that monitors industry behaviour and investigates possible breaches of the 
Code. Significant alleged breaches are referred to an independent Rulings Panel, which can impose 
penalties. We also have a market performance team that monitors overall electricity market performance 
and investigates specific actions or events when this is warranted. Our compliance and market-monitoring 
roles may lead the Authority to consider amending the Code or introducing voluntary arrangements to 
improve market performance.

Acts of Parliament

Regulations

The Code

Levels of legislationLEGISLATION

The Code is legislation. Parliament sets the highest level of legislation 
– Acts of Parliament. The primary Act relating to our work is the 
Electricity Industry Act 2010. Legislation for the electricity sector  
also includes various regulations. Regulations are set by government. 
While the Authority may provide advice on regulations and Acts in 
relation to the electricity sector, this work is mainly done by the  
Ministry of Business, Innovation and Employment.

Our work needs to meet the requirements of legislation and best-practice guidance provided by central 
agencies.4 These three key pieces of legislation are applicable to our work: 

• The Electricity Industry Act 2010 (the Act) established the Authority on 1 November 2010 and sets out 
our statutory objective, roles and functions. The Act also provides for making and amending the Code.

• 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, statements of performance expectations and annual reports.

4  The Treasury, State Services Commission (SSC), Department of the Prime Minister and Cabinet (DPMC), Office of the Controller and Auditor-General (OAG) and 
Audit New Zealand.

A key focus is to  

ensure a level playing 

field for all electricity 

market participants, 

especially for new and 

potential entrants.



11ELECTRICITY AUTHORITY STATEMENT OF INTENT 2014–2018

Part Two: Strategic intentions
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5 Available at www.ea.govt.nz/about-us/strategic-planning-and-reporting/foundation-documents.

Why we are here: our statutory objective 
Section 15 of the Electricity Industry Act 2010 (the Act) gives us our objective: 

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

Our Interpretation of the Authority’s statutory objective5 shows how the objective will be applied to our work.

COMPETITION, RELIABILITY AND EFFICIENCY

We interpret our statutory objective as requiring us to exercise our functions in ways that, for the 
long-term benefit of electricity consumers:

•  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 and the administration and compliance costs of regulation and taking into account 
implications under the Commerce Act 1986 for the non-competitive part of the electricity industry, 
particularly in regard to preserving efficient incentives for investment and innovation.

What we do: our functions 
Sections 16 and 18 in Part 2 of the Act set out our functions, which are:

• maintaining a register of industry participants 

• developing and monitoring market-facilitation measures (such as providing education, guidelines, 
information and model arrangements)

• making and administering the Electricity Industry Participation Code

• monitoring and enforcing compliance with the Act, the regulations and the Code

• undertaking industry and market monitoring, including reviews, studies and inquiries 

• contracting for market operation services and system operator services

• promoting to consumers the benefits of comparing and switching retailers

• carrying out reviews at the written request of the Minister on any matter relating to the electricity industry.

Our focus on results
Our statutory requirements are translated into a strategic framework for implementation. The framework, 
set out in Figure 1, shows our focus on ensuring the work we do achieves results. 

Our strategic focus has developed during the relatively short life of the Authority, reflecting strategic needs 
and our progress in developing the electricity sector:

•  Phase 1 – November 2010 to November 2011: Our initial focus was on completing and implementing 
changes required by section 42 of the Electricity Industry Act 2010 (the Act). These initiatives were all 
completed on time, with implementation following amendments to the Code. This phase included a strong 
focus on improving reliability of supply, which had become a matter of major concern to industry and 
consumers in the years up to 2009. The dry winter of 2012 tested the arrangements, which proved robust. 
The market responded well to the challenge, and New Zealand came through without the need for 
conservation campaigns and without any significant concerns expressed by market participants. 

http://www.ea.govt.nz/about-us/strategic-planning-and-reporting/foundation-documents
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  Phase 1 also focused on initiatives to enhance retail market competition, most notably the creation of the 
What’s My Number campaign but also other initiatives to reduce barriers to competition. The campaign had 
an immediate impact on consumer engagement and on retailer pricing. For example, the electricity 
component of Statistics New Zealand’s consumer price index fell in the third and fourth quarters of 2011.

•  Phase 2 – November 2011 to June 2013: Our strategic focus on retail competition intensified, with new 
wholesale and retail market initiatives, in particular, several initiatives in the wholesale market to make it 
easier for new electricity retailers to enter and expand and existing retailers to offer their services more 
actively over a wider area. Very significant progress has been achieved.

•  Phase 3: Since June 2013, we have put greater emphasis on initiatives to enhance retail competition by 
enhancing consumer participation. These are complemented by the What’s My Number campaign, which 
the Authority has run in conjunction with Consumer NZ and the Ministry of 
Consumer Affairs (now part of MBIE) since May 2011. The campaign has 
greatly increased retail competition by enhancing consumer participation, 
leading the Authority to identify other consumer participation initiatives such 
as improving the transparency of electricity charges and making it easier for 
consumers to confidently find the best deal in the market.

•  Phase 4: Retail competition will remain the Authority’s top priority. Within 
the next four years, we anticipate our strategic focus will include a focus  
on the efficient operation of the electricity industry. This work will include 
completion and implementation of the current transmission pricing review 
and initiatives relating to distribution networks. These efficiency initiatives 
are expected to provide benefits that will flow through to consumers.

We will have an ongoing focus on monitoring the results of our initiatives.  
If our monitoring indicates issues in any areas covered by earlier strategic 
phases, we will investigate and carry out further work if required. The electricity sector is complex, and iterative 
refinement can be expected as a matter of course, particularly for major changes affecting participants.

We have also worked hard to ensure high-quality business-as-usual services for market services, compliance, 
and monitoring, information and education. Our strategic framework continues our emphasis on continuing to 
ensure that these services are fit for purpose.

Part Three of this Statement of Intent outlines how we measure results at each level of the strategic framework.

Our strategic focus has 

developed during the 

relatively short life of 

the Authority, reflecting 

strategic needs and our 

progress in developing 

the electricity sector.

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

Strategies: how we seek to achieve our objective

Reducing
barriers

Facilitating 
consumer 
participation

Providing 
efficient price 
signals

Promoting 
flexibility and 
resilience

Ensuring fit-for-
purpose market 
services

Increasing 
compliance

Services: the things we do

Market development, 
including facilitating 
consumer participation

Monitoring, information 
and education

Operation of the electricity 
system and markets

Compliance

FIGURE 1    Strategic framework 

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
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Our intended operations and services
Our four main services, or outputs, are summarised below, and details are provided in our annual 
Statement of Performance Expectations.

MARKET DEVELOPMENT 

Our market development work focuses on promoting the competitive, reliable and efficient operation of the 
electricity system and markets. 

We do this by making amendments to the Code or by market facilitation measures.6 These market 
arrangements need to be appropriate for today’s needs and flexible enough to enable tomorrow’s 
innovations.

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

As part of the 2014 Budget, new funding has been approved for facilitating consumer participation over 
the 2014/15–2016/17 financial years. The scope of this work includes:

• raising consumer awareness about the benefits of switching by using promotional activities such as the 
What’s My Number campaign or similar

• improving consumer understanding, motivation and action by enhancing the tools available for 
consumers to seek and compare information and switch retailers

• improving consumer understanding by making it easier to access appropriate and accurate information 
to assist them to compare retailers’ offerings.

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 vital to ensure the competitive, reliable and efficient 
operation of the electricity market as well as supporting innovation.

Our market analysis function improves understanding by identifying  
undesirable behaviours that are potentially inconsistent with our objective.  
It also provides appropriate feedback into the market development work. 

MARKET SERVICES

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 in the Statement of 
Performance Expectations, with the exception of the market administrator role. Efficient  
and reliable day-to-day operations are fundamental to ensure effective competition. 

COMPLIANCE 

We are responsible for monitoring, investigating and enforcing compliance with the Act, regulations made 
under the Act and the Code. 

Our compliance activities focus on ensuring the Act, regulations and Code are accurately and consistently 
applied. We have a proportionate, risk-focused compliance framework. While participants are obliged to 
report breaches, we may also investigate issues and trends to identify breaches and their causes. What 
we learn from our compliance and enforcement also feeds into participant education and identification  
and resolution of ongoing or systemic issues.

6 Market facilitation measures include non-Code initiatives such as guidelines or model arrangements or working directly with participants to develop  
desired results.

Market arrangements

need to be appropriate

for today’s needs and 

flexible enough to enable 

tomorrow’s innovations.
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How we work to develop the electricity market
We work to develop the electricity market in a way that is principles-based, collaborative, strategically 
focused, transparent and approachable.

PRINCIPLES-BASED

We have published Code amendment principles in the Consultation Charter7 to promote certainty  
around development of the market and the Code and to help parties make investment decisions.

Wherever feasible, we estimate costs and benefits for Code amendment proposals, and we apply  
‘tie-breaker’ principles when this quantitative approach is not feasible or decisive. These principles  
require the Authority to adopt small-scale trial and error approaches, if possible, and to favour greater 
competition, market solutions and flexibility to allow innovation and non-prescriptive solutions.

Robust and durable Authority decisions create a more predictable environment for investors to make 
judgements about developing electricity infrastructure that may have a 30–50 year life span, ensuring 
ongoing reliability and efficiency for the long-term benefit of consumers.

COLLABORATIVE

We are in ongoing consultation with consumers, industry participants and other stakeholders. This  
means we develop rules that are practical, robust and enduring that the industry is well prepared  
to implement. 

We use advisory and technical groups extensively to develop our work programme and specific projects. 
Our current advisory groups – the Wholesale Advisory Group (WAG) and Retail Advisory Group (RAG) – 
include independent consumer and industry representatives, have independent Chairs and provide advice 
to the Authority Board. We have published a Charter about advisory groups8 that further explains their role.

We have a robust consultation practice for our proposals, usually allowing six weeks for consultation 
processes. When required, we consult more than once, particularly if an initial consultation identifies new 
issues or risks.

Our Consultation Charter explains how we consult on and finalise market development initiatives, including 
amendments to the Code.

STRATEGICALLY FOCUSED

Market development initiatives can take several years to deliver the expected benefits.

To assist us with the long-term view, we have consulted on and published our Strategic directions for 
market development.9 This looks at the challenges facing the New Zealand electricity sector and identifies 
four strategic directions for our work.

The medium-term translation of the strategy is published in our Statement of Intent. The performance 
measures for our services contributing to the strategy are published in our annual Statement of 
Performance Expectations. We report against our plans in our Annual Report. 

Our strategic focus is also applied to a detailed work programme setting out key projects for market 
development as well as ongoing functions in providing market services, compliance, monitoring, 
information provision and education. 

Our market performance cycle, shown in Figure 2, ensures that market improvement initiatives are 
effectively implemented and the results assessed. What we learn in our market performance and 
compliance monitoring roles also feeds back into market development, for example, issues may be 
identified requiring attention in the market design work programme. 

7  Available at www.ea.govt.nz/about-us/strategic-planning-and-reporting/foundation-documents.

8  Available at www.ea.govt.nz/about-us/strategic-planning-and-reporting/foundation-documents.

9  Available at www.ea.govt.nz/dmsdocument/15503.

http://www.ea.govt.nz/about-us/strategic-planning-and-reporting/foundation-documents
http://www.ea.govt.nz/about-us/strategic-planning-and-reporting/foundation-documents
http://www.ea.govt.nz/dmsdocument/15503
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Our strategic focus aims to develop a robust, durable electricity sector that meets today’s needs and 
those of future consumers. 

TRANSPARENT AND APPROACHABLE

We are highly transparent and approachable in our work. Our website provides all information about our 
plans, our reports to Parliament and our work programme and the various projects we are working on. 
A dedicated consumer section provides clear, plain-English information on the electricity market and  
our work.10

Advisory and technical groups provide input from relevant experts and 
interest groups including from consumer representatives and from within the 
electricity industry. We also consult extensively during our development 
work, including holding public workshops and forums. While our work is 
often technical, we aim to present it in plain English for a general audience 
wherever possible.

We also make electricity sector information transparent. For example, we 
collect and make freely available a wide range of data to help make the 
sector more competitive and innovative. Our dedicated Electricity Market 
Information (EMI) website includes extensive sets of market data.11 We 
investigate and report on unusual events that could lead to compliance 
action or recommendations for market development work.

We collect and  

make freely available  

a wide range of data  

to help make the sector 

more competitive  

and innovative.

FIGURE 2    Our market performance cycle 

Market 
design

Market 
performance 
and compliance 
monitoring

Implementation 
and operation

10  The Authority’s website is available at www.ea.govt.nz. 

11 The market data website is available at www.emi.ea.govt.nz.

http://www.ea.govt.nz
http://www.emi.ea.govt.nz
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Part Three: Measuring results
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Measuring results
This part sets out the measures we use to track progress against the high-level results we are setting out 
to achieve. Progress is reported in our Annual Report.

Our measurement of outcomes (results for New Zealand) uses a combination of survey tools and statistical 
analysis. Our 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. The cause and effect 
relationship between our work and measurable change in the 
electricity markets is not straightforward and, in some cases, 
may take several years to become clear. Factors outside the 
control of the Authority can and do have a significant influence 
on results. Significant year-to-year variations are possible, and 
an understanding is needed of the many complex interactions 
between variables in the operation of the electricity market to 
recognise the implications of the raw outcome results and 
what, if any, action the Authority could or should take in 
response to undesirable outcomes.

Outcome and impact results must be analysed over the 
medium to longer term.

We are continuing to refine and develop our measurement  
of these high-level results, which may result in updated measures in future statements of intent.

Measuring long-term benefits for consumers 
Competition, reliability and efficiency metrics are used to monitor progress against the high-level results in 
which we are interested.

Factors outside the control 

of the Authority can and do 

have a significant influence on 

results. Significant year-to-year 

variations are possible, and an 

understanding is needed of 

the many complex interactions 

between variables in the 

operation of the electricity market.

FIGURE 3    The competition, reliability and efficiency limbs of our statutory objective 

Promote 
competition

Promote 
reliable supply

Promote 
efficient 
operation

Our statutory objective

For the long-term benefit of consumers
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COMPETITION 

Our focus is on workable competition for buying and selling electricity. Where possible, we also encourage 
competition in ancillary services, 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).

We 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 2    Competition 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 these statements:

Overall improvement in  
survey results. 

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

February 2014 result:  
51%

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

February 2014 result:  
45%

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 
competition statistics.

* The following suite of statistics will be reported in our Annual Report:12 

• Retail market concentration (HHI statistic). 
• Retail market share (CR4 statistic). 
• Residual supplier analysis of the spot market (RS analysis).
• Hedge market concentration (HHI statistic).
• Concentration in the ancillary services market (HHI of reserves statistic). 
• Increased number of retailers’ approaches to consumers with offers to induce switching (measured by survey).

RELIABILITY

We seek efficient levels of supply reliability across the supply chain 
(generation, transmission, distribution, metering and retailing).

Reliable supply means both reliability and security in the continuity 
and quality of supply.

We facilitate and encourage 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.

We seek efficient levels of 

supply reliability across the 

supply chain (generation, 

transmission, distribution, 

metering and retailing).

12 See the glossary for explanations of these statistics. Detailed statistical information and analysis are contained in the annual electricity market performance 
reviews, available at www.ea.govt.nz/monitoring/year-in-review.  

http://www.ea.govt.nz/monitoring/year-in-review
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TABLE 3    Reliability 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:

Overall improvement  
in survey results.

“There is a reliable supply of electricity each day, that is,  
a good balance is achieved between the cost of power  
cuts versus the cost of maintaining power lines.”

February 2014 result: 
74%

“There is enough electricity to meet ongoing needs.  
That means that 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.”

February 2014 result:  
62%

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 following suite of statistics will be reported in our Annual Report:13  

• 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.

EFFICIENCY

We are 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, as where 
there is workable competition, a good level of efficiency is expected to follow.

We take 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.

13 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/monitoring/year-in-review.

http://www.ea.govt.nz/monitoring/year-in-review
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TABLE 4    Efficiency 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: 

Overall improvement  
in survey results.

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

February 2014 result: 
54%

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

February 2014 result: 
72%

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

* The following suite of statistics will be reported in our Annual Report:14

• Robust futures prices.
• Dry year prices reflect storage, as assessed by case-by-case analysis. 
• 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.

Measuring progress on our strategies 
Table 5 shows our six broad strategies for promoting competition, reliability and efficiency in the electricity 
industry. It also includes the measures we will use to track progress. 

Reporting on impact measures will include a mix of statistical analysis and qualitative assessments.  
Where relevant, this will include drawing on the results of post-implementation and post-event reviews. 
Post-implementation reviews are a key tool for the Authority to assess the medium to long-term impacts  
of our work and will be used to focus on key market development initiatives where the greatest benefits 
and impacts are expected. Key reviews for the financial year are listed in our Statement of Performance 
Expectations.

It should also be noted that many factors outside our work will influence the results. Where relevant,  
we will provide commentary on these external influences in our Annual Report.

14 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/monitoring/year-in-review.

http://www.ea.govt.nz/monitoring/year-in-review
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TABLE 5    Strategies and impact measures

Strategies 2014–2018 impact measures

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

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

 A more level playing field for new and expanding 
retailers. 

 Reduced set-up costs for new retailers. 
 Improved information availability, for example, 

through publications and the internet. 
 Improved spot market risk and risk management. 
 Improved participation in ancillary services markets.

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.

We 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.

 Increased consumer awareness, understanding and 
motivation to participate in markets. 

 Increased consumer participation in both wholesale 
and retail markets, for example, demand-side 
participation in the spot market. 

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

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

 Increased range of products or services with prices, 
for example, risk management products. 

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

 Reduced instances of inefficient prices including 
during scarcity events. 

 More efficient price signals for residential and small 
and medium enterprise (SME) consumers. 

 Improved efficiency in transmission and distribution 
networks.

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. 

We 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.

 Effective management of security-of-supply events. 
 The customer transfer process works effectively  

in the event of retailer default. 
 Improving the cost and effectiveness of the 

frequency-management regime. 

Ensuring fit-for-purpose market services: Working together with the 
market operations service providers and the system operator, we will 
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.

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

 Participants consider services meet their needs.
 Effective implementation of market development 

initiatives, as measured by case-by-case analysis, 
including participant feedback. 

 Cost of significant system changes/enhancements 
independently reviewed for value for money.

Increasing compliance: Compliance plays an integral role in ensuring the 
integrity of the electricity market. We take a risk-based and proportionate 
approach to compliance, recognising that most industry participants want 
to comply with their regulatory obligations voluntarily or can be encouraged 
or induced to do so. Therefore, our focus is on facilitating voluntary 
compliance by providing information, education, encouragement and 
assistance. However, serious compliance matters are formally investigated 
and may be subject to enforcement action.

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

 Downward trend in the number of serious breaches.
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Measuring our outputs and capability
Our annual Statement of Performance Expectations sets out in detail our intended operations for the 
financial year, the top priority projects we are working on and the performance measures we intend to 
achieve. It also includes key organisational development projects for the financial year. These are the top 
priority projects we are working on to achieve our vision of being a world-class regulator.

Results will be published in the Annual Report.
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Part Four: Organisational capability
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Organisational capability 
We are working on a programme to achieve our vision – our path to world class – see Figure 4. Staff and  
managers are identifying areas for improvement, developing and implementing action plans measured against 
identified world-class standards. This pursuit of excellence is a focus for the whole organisation.

This programme will ensure we deliver innovative, modern, responsive, professional and value-for-money  
services. It also addresses central agency expectations on performance improvement actions and the  
government’s Better Public Services programme and various legislation that we must comply with. This  
includes the Employment Relations Act, Holidays Act, Public Records Act and Official Information Act. 

The programme involves contributing to and addressing whole-of-government initiatives such as those led by  
the Government Chief Information Officer, Government Chief Privacy Officer and procurement guidance provided  
by the Ministry of Business, Innovation and Employment. Many of the principles addressed in these whole-of-
government initiatives are important to us, for example, making information publicly available supports competition 
and innovation, ensures privacy of data and makes it as easy as possible for stakeholders to interact with us.

Our organisational capability focus areas are:

• our stakeholders

• our people

• our processes.

Key projects for each of these focus areas are set out in the annual Statement of Performance Expectations.

Our stakeholders Our people Our processes

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

FIGURE 4    Path to world class 

  Our vision: To be a world-class electricity regulator, delivering long-term benefits for consumers and 
contributing to the New Zealand economy

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 us to develop  
effective improvements to the New Zealand electricity market.

In our first three years of existence, we have proactively engaged with stakeholders. This involved reviewing  
how we communicated, developing a communications strategy and establishing proactive communications  
such as regular publications and stakeholder guidance when seeking feedback on proposed appropriations  
and work priorities. 
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We are actively involved 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 to explore new ways of interacting with stakeholders presented by online engagement 
offerings. Alongside this, we also explore more opportunities for face-to-face interactions.

Publication of foundation documents provides stakeholders with information about how we interpret  
the statutory objective, consult, develop Code and market facilitation measures and how we work with  
advisory groups.15

We continuously focus on stakeholder engagement, with the end result of better regulation and better 
understanding of the electricity sector. 

Our people
We value our people and strive to provide a workplace and culture that is open and supportive. Our work 
standards are high, in keeping with the magnitude of the issues that we are addressing. Excellent standards 
of behaviour and ethics are also expected of all staff.

We have a talented multi-cultural team with diverse backgrounds, skill sets and knowledge that prove 
invaluable in completing our challenging work programme. 

We support good employer principles by continually reviewing related operating policies and maintaining  
sight of our 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 our world-class focus, we seek 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.

All staff have agreed development plans. 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 our values. 

Recognising the importance of a healthy work-life balance, we also provide a staff support package 
encouraging an awareness of health and wellbeing. Regular reviews ensure ongoing relevance.

RECOGNITION AND INVOLVEMENT

We emphasise recognition of achieving milestones 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 are 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 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.

15 The foundation documents are available at www.ea.govt.nz/about-us/strategic-planning-and-reporting/foundation-documents.

http://www.ea.govt.nz/about-us/strategic-planning-and-reporting/foundation-documents
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SAFE AND HEALTHY ENVIRONMENT

We provide a safe and healthy work environment. 

We have a health and safety committee comprising staff and managers. It has been active in developing 
and implementing emergency plans, training and ongoing staff support programmes.

A comprehensive health and safety briefing is provided to staff on arrival, and an active and healthy lifestyle  
is encouraged and supported. An employee assistance scheme is available to staff. Access is available to 
occupational health professionals for workstation set-up as required, and there is support material on the intranet.

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 reported incidence of 
harassment or bullying.

Regular reporting to both senior management and the Board ensures that all relevant parties are informed  
of changes and reprioritisation of risks in this area. 

Our processes
We strive to ensure that our systems, tools and processes support international best practice.  
This will lead to improved efficiency, productivity and quality.

PERFORMANCE IMPROVEMENT FRAMEWORK

The State Services Commission has developed a performance improvement 
framework for the public sector.16 While not a requirement for the Authority,  
in 2013/14, we completed a self-assessment against the framework.  
An improvement plan was developed that will guide our performance 
improvement focus for the next four years.

CAPITAL AND ASSET MANAGEMENT

The Authority owns assets with a combined acquisition cost of approximately 
$23 million (as at 30 June 2013). Assets are comprised of property, plant, 
equipment and intangible assets. Of these assets, the Authority directly 
manages capital assets with a combined acquisition cost of less than $4 million.

The most significant assets, in both value and criticality to the Authority’s functions, are the hardware, 
software, perpetual software licences and systems used to facilitate the operation of the electricity 
markets: wholesale information trading system (WITS), reconciliation manager, pricing manager, clearing 
manager, registry and FTR manager. These market services are provided under contract by NZX,17 Jade18 

and Energy Market Services. The Authority is currently carrying out a fit-for-purpose review of these 
services, including capital asset requirements.19

The real-time coordination of the electricity system is also a critical function for the Authority, carried out 
under contract by the system operator (Transpower). Unlike the market services, the Authority does not 
own the system operator assets. However, for transparency purposes, the costs associated with system 
operator capital assets are separated in the contract and are identified as system operator – capital-
related expenses in Table 7 on page 31. The Authority works closely with the system operator in the 
development of its capital plan. The Authority is also in the process of reviewing the system operator 
contract. The review includes addressing clarity of the contractual arrangements, alignment with our 
statutory objective, fit-for-purpose systems and processes and value for money.

16 See www.ssc.govt.nz/pif.

17 Operator of the New Zealand stock exchange.

18 Jade Software Corporation Limited (Jade) is a specialist technology research and development organisation.

19 This review excludes the FTR manager, which is a new role that commenced in 2013.

We strive to ensure 

that our systems, tools 

and processes support 

international best 

practice. This will lead 

to improved efficiency, 

productivity and quality.

http://www.ssc.govt.nz/pif
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VALUE FOR MONEY 

We manage our funding prudently. We 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 our work is assured through:

• appropriation consultation – planned work priorities and appropriations are scrutinised through public 
consultation in accordance with section 129 of the Act

• the robust use of planning, 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 the work programme and project planning

• assessment of proposed Code amendments and market facilitation measures – benefits and costs of 
proposed Code amendments are scrutinised through public consultation in accordance with our 
Consultation Charter

• joint procurement – where practical and cost-effective, we work with other agencies on joint 
procurement and shared services

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

Resource allocation focuses on ensuring that core outputs are delivered to a high standard. Several 
factors influence the overall shape of our resource allocation:

• Service providers: A significant proportion of our budget is required to fund the essential services that 
run the electricity system and market services (see page 34 for a description). The Authority uses a 
contestable tender process for the selection of the market service providers (with the exception of the 
system operator) to ensure they are fit for purpose and value for money is achieved. The system 
operator contract negotiations aim to achieve the same objectives of fit-for-purpose deliverables and 
value-for-money costs.

• Facilitating consumer participation: Budget 2014 includes additional funding for facilitating 
consumer participation. We will ring-fence this funding to ensure it is spent only on activities or projects 
that directly impact consumer participation in the wholesale or retail electricity markets.

• Authority operations: We continue to commit to maintaining a constant level of expenditure. Cost 
increases will be absorbed through efficiency savings and reprioritisation. Our workforce strategy 
includes ensuring we have in-house capability where appropriate to minimise the need for expensive 
external advice and support.

AUTHORITY PLANNING AND REPORTING 

The Crown Entities Act 2004 sets out our major planning and reporting requirements, including preparing 
and publishing the Statement of Intent, Statement of Performance Expectations and Annual Report.20

We seek input from our stakeholders to assist with developing the Statement of Intent, Statement of 
Performance Expectations and the work programme.

Section 129 of the Electricity Industry Act 2010 requires us to consult levy payers on our proposed 
appropriations. This takes place between September and November.21 Feedback received is used to 
develop annual appropriation recommendations to the Minister.

In addition, we publish an annual work programme of our key development projects and quarterly reports 
on progress.

20 Available at www.ea.govt.nz/about-us/strategic-planning-and-reporting. 

21 Our planning and reporting process is explained at www.ea.govt.nz/about-us/strategic-planning-and-reporting.

http://www.ea.govt.nz/about-us/strategic-planning-and-reporting
http://www.ea.govt.nz/about-us/strategic-planning-and-reporting
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INFORMATION SYSTEMS 

We pursue a programme of continuous development to increase the effectiveness of our information 
systems. Combined with ongoing release of information and data, this supports improved decision making 
by the Authority and our stakeholders. The ongoing release of data and information to stakeholders both 
supports the Open Government Data and Information Programme as well as our market development 
approach. In doing so, we are paying careful attention to privacy matters, especially as we make more 
electricity retail market data available publicly in the coming years. 

RISK MANAGEMENT

We have an active risk management policy and framework. The Board maintains an overview of the policy 
and regularly reviews the risk register.

The Board’s Audit and Finance Committee monitors the quality and integrity of our 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,  
as well as overseeing and assessing the internal audit process.

Financial trends
Table 6 summarises our appropriations. Table 7 provides a breakdown of costs within the Electricity 
industry governance and market operations appropriation.

The historical, budget and forecast allocations for the Electricity industry governance and market 
operations appropriation can be seen in Figure 5.

There are significant uncertainties with respect to the forecast financial information for the 2016/17 and 
2017/18 years. The uncertainties relate to the current review being carried out on the system operator 
service provider agreement (SOSPA) and the fit-for-purpose review of the other service provider roles and 
the market systems they utilise. The Authority has used the same forecasting basis for 2016/17 and 
2017/18 as preceding years. However, due to the outcomes of the reviews and the subsequent decisions 
made, actual expenditure for these years may differ from these preliminary forecasts. 
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TABLE 6    Summary of appropriations

Appropriations and output 
classes

$ million
Contribution  
to outcomes

Electricity industry governance and 
market operations*

62.016 68.145 72.899 76.700 76.013** 73.513**

Promoting and facilitating 
customer switching***

3.362 2.000 – – – –

Security management**** – 1.200 1.200 1.200 1.200 1.200

Electricity litigation fund***** 0.036 0.444 0.444 0.444 0.444 0.444

Total appropriations 65.414 71.789 74.543 78.344 77.657 75.157

* Includes new funding for facilitating consumer participation approved in Budget 2014: $2 million in 2014/15, $3 million in 2015/16 and $2.5 million  
in 2016/17.

** There are significant budget uncertainties in respect to the 2016/17 and 2017/18 years. For details, please see the statement of significant assumptions on 
page 19 of the Authority’s Statement of Performance Expectations 1 July 2014 – 30 June 2015.

***  This was a multi-year appropriation of $10.5 million over the period 1 November 2010 to 30 April 2014. New funding for facilitating consumer participation 
has been included in the Electricity industry governance and market operations appropriation. 

**** 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 Authority expects to seek a further multi-year appropriation starting in 2017/18.

*****  The Electricity litigation fund appropriation 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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FIGURE 5    Resource allocation trends – Electricity industry governance and market operations appropriation 

* Actual and budget figures up to 2013/14 are for the previous Promoting and facilitating customer switching appropriation. New funding has been approved  
in the Electricity industry governance and market operations appropriation for 2014/15 to 2016/17 for facilitating consumer participation.
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TABLE 7    Breakdown of costs within the Electricity industry governance and market operations appropriation

Budget item

Actual
2012/13 

$000

Budget
2013/14 

$000

Budget
2014/15

$000

Forecast
2015/16

$000

Forecast
2016/17*

$000

Forecast
2017/18*

$000

System operator – operating expenses 23,404 24,089 24,251 24,962 25,694 25,694

System operator – capital-related expenses 11,734 14,048 15,345 17,304 19,646 19,646

System operator expenses 35,138 38,137 39,596 42,266 45,340 45,340

Service provider – clearing manager 1,428 2,010 2,085 2,141 2,197 2,197

Service provider – WITS 1,435 1,407 1,418 1,460 1,502 1,502

Service provider – pricing manager 1,578 1,592 1,606 1,621 1,636 1,636

Service provider – reconciliation manager 1,320 1,139 1,198 1,233 1,270 1,270

Service provider – registry 436 449 530 547 564 564

Service provider – FTR manager 82 852 788 812 836 836

Service provider – depreciation and 
amortisation

 
2,168

  
3,605

 
4,741

 
4,764

 
1,333**

 
1,333**

Service provider – IT costs 118 115 139 127 117 117

Other service provider expenses 8,565 11,169 12,505 12,705 9,455 9,455

Facilitating consumer participation 
expenses

 
–

 
–

 
2,000

 
3,000

 
2,500

 
–

Authority operations – external advice 6,675 6,108 5,700 5,400 5,150 5,150

Authority operations – personnel 8,258 9,149 9,313 9,546 9,785 9,785

Authority operations – other operating costs 3,380 3,582 3,785 3,783 3,783 3,783

Authority operating expenses 18,313 18,839 18,798 18,729 18,718 18,718

Total appropriation 62,016 68,145 72,899 76,700 76,013 73,513

* There are significant budget uncertainties in respect to the 2016/17 and 2017/18 years. For details, please see the statement of significant assumptions on 
page 19 of the Authority’s Statement of Performance Expectations 1 July 2014 – 30 June 2015.

** The current software and hardware assets for market operations service provision come to the end of their useful life in 2015/16. The action to be taken at 
that point is yet to be determined so no forecast has been made at this stage.
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Part Five: Additional information 
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Authority members, Rulings Panel, Security and 
Reliability Council and advisory groups
Details about membership of the Authority Board, Chief Executive and management team are available on 
our website at www.ea.govt.nz/about-us/who-we-are. 

Information about the Rulings Panel is available at www.ea.govt.nz/code-and-compliance/rulings-panel.

Information about the Security and Reliability Council (SRC), advisory groups and technical groups is 
available on our website at www.ea.govt.nz/development/advisory-technical-groups. 

AUTHORITY MEMBERS

The Authority comprises 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.

BOARD COMMITTEES

The Board has established three committees: the Audit and Finance Committee, the Compliance 
Committee and the System Operations 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. 

The Compliance Committee makes decisions about 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. 

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. 

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.

ADVISORY GROUPS

The Act sets requirements to establish the Security and Reliability Council and other advisory groups. 

The Security and Reliability Council was established in March 2011. Its function is to provide independent 
advice to the Authority about the performance of the electricity system, the system operator and reliability-
of-supply issues. 

The Wholesale Advisory Group and Retail Advisory Group have been established as standing advisory 
groups. 

The Act requires the Authority to publish a charter on advisory groups. The Charter about advisory groups 
was published on 14 February 2011. 

Several other advisory and technical groups have also been established. These groups focus on issues of 
a specific and technical nature and provide valuable input to understanding and addressing the issues.

http://www.ea.govt.nz/about-us/who-we-are
http://www.ea.govt.nz/code-and-compliance/rulings-panel
http://www.ea.govt.nz/development/advisory-technical-groups
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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.22

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.23

The Authority carries out the role of market administrator, providing several operational and 
administrative services to the market under the Code.

Publications and resources 
• Electricity Authority website – www.ea.govt.nz.

• Interpretation of the Authority’s statutory objective – www.ea.govt.nz/about-us/strategic-planning-and-
reporting/foundation-documents. 

• Consultation Charter – www.ea.govt.nz/about-us/strategic-planning-and-reporting/foundation-
documents. 

• Charter about advisory groups – www.ea.govt.nz/about-us/strategic-planning-and-reporting/
foundation-documents. 

• Strategic directions for market development – www.ea.govt.nz/about-us/strategic-planning-and-
reporting/corporate-projects/2013-2016-planning-and-reporting/development/strategic-directions-for-
market-development.

• Statement of Intent – www.ea.govt.nz/about-us/strategic-planning-and-reporting/statement-of-intent. 

• Annual Report – www.ea.govt.nz/about-us/strategic-planning-and-reporting/annual-report.

• Electricity in New Zealand – www.ea.govt.nz/about-us/media-and-publications/electricity-nz. 

• Electricity market performance annual reviews – www.ea.govt.nz/monitoring/year-in-review. 

• Fact sheets – www.ea.govt.nz/consumers/student-resources. 

• Data portal – www.emi.ea.govt.nz.

22 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.

23 For more information on service provider contracts, which include detailed performance specifications, and reports, see the operations section of our website – 
www.ea.govt.nz/operations.

http://www.ea.govt.nz
http://www.ea.govt.nz/about-us/strategic-planning-and-reporting/foundation-documents
http://www.ea.govt.nz/about-us/strategic-planning-and-reporting/foundation-documents
http://www.ea.govt.nz/about-us/strategic-planning-and-reporting/foundation-documents
http://www.ea.govt.nz/about-us/strategic-planning-and-reporting/foundation-documents
http://www.ea.govt.nz/about-us/strategic-planning-and-reporting/foundation-documents
http://www.ea.govt.nz/about-us/strategic-planning-and-reporting/foundation-documents
http://www.ea.govt.nz/about-us/strategic-planning-and-reporting/corporate-projects/2013-2016-planning-and-reporting/development/strategic-directions-for-market-development
http://www.ea.govt.nz/about-us/strategic-planning-and-reporting/corporate-projects/2013-2016-planning-and-reporting/development/strategic-directions-for-market-development
http://www.ea.govt.nz/about-us/strategic-planning-and-reporting/corporate-projects/2013-2016-planning-and-reporting/development/strategic-directions-for-market-development
http://www.ea.govt.nz/about-us/strategic-planning-and-reporting/statement-of-intent
http://www.ea.govt.nz/about-us/strategic-planning-and-reporting/annual-report
http://www.ea.govt.nz/about-us/media-and-publications/electricity-nz
http://www.ea.govt.nz/monitoring/year-in-review
http://www.ea.govt.nz/consumers/student-resources
http://www.emi.ea.govt.nz
http://www.ea.govt.nz/operations
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Glossary and abbreviations
A detailed glossary is available at www.ea.govt.nz/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.

EECA Energy Efficiency and Conservation Authority.

EEO Equal employment opportunity.

http://www.ea.govt.nz/glossary
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Frequency 
keeping

The frequency of the New Zealand grid is normally maintained at  
50 hertz frequency and is 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.

HHI Herfindahl-Hirschman Index.

HHI is a measure of market concentration. 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.

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.

NZES New Zealand Energy Strategy 2011–2021.

NZEECS New Zealand Energy Efficiency and Conservation Strategy 2011–2016.

Outcome, 
impact and 
output

Accountability terms used in the State sector that link the work we do with 
the results we are contributing to.

•  Outcome: a state or condition of society, the economy or the 
environment and includes a change in that state or condition.

•  Impact: the contribution made to an outcome by a specified set of 
outputs or actions or both.

•  Output: the goods or services that we supply.

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.
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RS analysis Residual supply analysis.

This type of analysis is used to assess how much ability generators have to 
reduce supply and raise price 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.

SPE Statement of Performance Expectations.

SRC Security and Reliability Council.

Structure, 
conduct and 
performance 
framework

Structure, conduct and performance (SCP) is an organising framework for 
thinking about influence on market performance. It begins with the idea 
that the structure of the market determines the conduct of participants, 
which in turn drives outcomes. In context, the more competitive the 
structure, the more competitive the conduct of participants and the more 
efficient their performance.

This is a useful framework to consider 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 emphasises 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. 

A UTS arises when there is a threat to orderly trading on the wholesale 
market or settlement that cannot otherwise be satisfactorily resolved under 
the Code.

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