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Executive summary 
The Crown funds the Authority through appropriations of public money. The Crown recovers the 
cost of this funding, up to the level of actual expenditure incurred, through a levy on industry 
participants. The appropriations therefore have a neutral impact on the Government’s operating 
balance and net debt. Also, any amount of the levy that is not spent is returned to levy payers after 
the end of each financial year. 

Levies are charged to industry participants in accordance with the Electricity Industry (Levy of 
Industry Participants) Regulations 2010. These regulations are made on the recommendation of 
the Minister and are administered by the Ministry of Business, Innovation and Employment (MBIE). 

During November and December 2018 we consulted on the Authority’s 2019/20 levy-funded 
appropriations. This briefing contains a report on the outcome of that consultation and our 2019/20 
appropriations request, in fulfilment of our obligations to you under section 129(2) of the Act. 

This year the submissions included a range of views on our proposed appropriations, indicative 
2019/20 work programme, individual projects, ongoing Electricity Pricing Review, and the period of 
sustained high spot prices in Spring 2018. The summary of submissions includes Authority 
responses to participant feedback on our proposed appropriations. Feedback on matters not 
directly related to the appropriations request will be considered further in the planning process for 
the 2019/20 Statement of Performance Expectations (SPE) and work programme. The Authority’s 
recommended appropriations for 2019/20 are summarised in the table below. 

Appropriations proposed after consultation 

 

Electricity industry governance and market operations 
Following consideration of feedback received from the consultation process, the Authority 
recommends the appropriation level as consulted on of $74.936 million.  

This level of funding is sufficient to meet the Authority’s obligations in respect of the long-term 
contracts with the service providers who operate the electricity system and markets. These 
services comprise 72 per cent of the costs within this appropriation, and for 2019/20 are budgeted 
as follows: 

• System operator ($43.961 million) 
• Clearing manager ($2.410 million) 
• Wholesale information and trading system manager ($1.722 million) 
• Pricing manager ($0.770 million) 
• Reconciliation manager ($0.947 million) 

$ million

Electricity Authority Appropriation      
2018/19

Proposed 
appropriation      

2019/20
Operational appropriation
Electricity industry governance and market operations 74.270 74.936

Contingent appropriations
Managing the security of New Zealand's electricity supply                   
(1 July 2017 to 30 June 2022) 6.000 over five years 

Electricity litigation fund 1.000 up to 1.000
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• Registry manager ($0.673 million) 
• FTR (financial transmission rights) manager ($0.944 million) 
• Extended reserves manager (not yet contracted, but budgeted at $0.350 million) 
• System amortisation, depreciation, and IT costs that underpin the service provider functions 

($1.980 million). 

The small increase in the overall appropriation from 2018/19 to 2019/20 primarily relates to the 
system operator’s recovery on the investments made to improve the Electronic Dispatch Facility.1 

In addition to the funding requirements of the market operations service providers, the 
recommended appropriation level is considered to be sufficient to fund the Authority’s own 
operating expenses, including the costs of the Authority’s work programme and activities 
specifically targeted at facilitating consumer participation. As occurs every year, there was mixed 
support for the proposed appropriation, although clear support from a consumer representative 
body.  

Managing the security of New Zealand’s electricity supply 
This appropriation is intended to achieve enhanced security of supply in the electricity system 
during periods of emerging or actual security situations. We expect these situations to be rare and 
this appropriation is considered contingent in nature.  

Following consideration of feedback, which was supportive of the proposed appropriation, no 
changes to the existing $6.0 million appropriation is required. 

Electricity litigation fund 
This appropriation, which is also contingent in nature, ensures the Authority is able to participate in 
litigation effectively and without delay. Our functions under this appropriation include defending 
cases against the Authority, and taking enforcement action under our enforcing compliance 
function. 

The existing baseline appropriation in 2019/20 is $0.444 million, and we consulted on a level of up 
to $1.0 million.  

Feedback on this appropriation level was mixed, but consistent with previous years. Whilst we will 
continue to assess litigation risks over the next several months, at this stage we consider it will be 
prudent to submit an in-principle expense transfer of $0.556 million from 2018/19 to 2019/20. If 
approved, the expense transfer would take the appropriation in 2019/20 up to $1.0 million. 

Indicative 2019/20 work programme 
The Authority also sought stakeholder views on an indicative 2019/20 work programme. Unlike our 
appropriations request, there is no legislative requirement for the Authority to consult about our 
proposed work programme—however, we do so because respondent views are valuable and 
inform the further development of the work programme.   

All 11 submissions contain feedback on the indicative 2019/20 work programme, however the 
submissions are mixed in terms of the varying levels of support expressed for particular projects 
and for the overall work programme. It is important to note that the Authority’s work programme is 
developed for the long-term benefit of consumers, which may not always align with the preferences 
indicated in consultation feedback. 

                                                
1 This work, also referred to as the Dispatch Service Enhancement (DSE) implementation project, was included in the 

2017/18 appropriations consultation, with funding approved in the government’s Budget 2017. 
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We plan to engage further with participants and consumers as we continue to develop the detail of 
our 2019/20 work programme over the coming months. The work programme will be finalised in 
June 2019 and published in July 2019.  

As work programme driven expenditure is only a small proportion (eight per cent) of the total 
appropriation, the ongoing development and finalisation of the 2019/20 work programme will not 
have any material impact on the Authority’s appropriation funding requirements for 2019/20. 
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1 Introduction 
1.1 Section 129 of the Act requires the Authority to consult on proposed appropriations for the 

coming year before seeking appropriations from the Minister.  

1.2 This paper sets out the results of the consultation on our proposed appropriations and 
indicative work programme for 2019/20. It includes the recommended appropriations for 
submission into the Budget 2019 process.  

2 Consultation 
2.1 Consultation on the proposed appropriations took place from 13 November 2018 to 

10 December 2018. The submissions are to be published on the Authority’s website on 5 
March 2019.2 

2.2 There are approximately 90 levy paying entities. In total, we received 11 submissions 
including: 

• one joint submission from two entities controlled by Cumulus Asset Management 
(Cumulus): 
o Electric Kiwi Limited (Electric Kiwi) 
o Haast Energy Trading (Haast Energy) 

• one joint submission from four independent retailers: 
o Electric Kiwi 
o Flick Electric Co. (Flick) 
o Pulse Energy Alliance LP (Pulse) 
o Switch Utilities Limited (Switch) - controlled by Vocus Communications Limited  

• Entrust 
• Genesis Energy Limited (Genesis) 
• the Major Electricity Users Group (MEUG) 
• Mercury NZ Limited (Mercury) 
• Meridian Energy Limited (Meridian) 
• Nova Energy Limited (Nova)  
• Transpower New Zealand Limited (Transpower) 
• Trustpower Limited (Trustpower) 
• Vector Limited (Vector). 

2.3 A summary of submissions and Authority responses is included in Appendix A, and the 
appropriations consultation paper is provided in Appendix B. 

2.4 These submissions will inform the development of our 2019/20 Statement of Performance 
Expectations (SPE) and 2019/20 work programme. 

2.5 The draft SPE for 2019/20 will be provided to you by 1 May 2019 and published in June 
2019. The 2019/20 work programme is expected to be finalised in June 2019, and 
published in July 2019. 

                                                
2 The submissions will be available at https://www.ea.govt.nz/about-us/corporate-projects/201920-planning-and-

reporting/consultations/  

https://www.ea.govt.nz/about-us/corporate-projects/201920-planning-and-reporting/consultations/
https://www.ea.govt.nz/about-us/corporate-projects/201920-planning-and-reporting/consultations/
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3 Appropriations—background information 
3.1 The Crown funds the Authority through appropriations of public money. The Crown 

recovers the cost of this funding, up to the level of actual expenditure incurred, through a 
levy on industry participants. Any amount of levy that is recovered, but is not spent, is 
returned to levy payers after the end of each financial year. The appropriations therefore 
have a neutral impact on the Government’s operating balance and net debt. 

3.2 Levies are charged to industry participants in accordance with the Electricity Industry (Levy 
of Industry Participants) Regulations 2010. These regulations are made on the 
recommendation of the Minister and are administered by MBIE. 

3.3 The Authority currently has one main operational appropriation, and two smaller contingent 
appropriations that are only used if certain events or situations arise. 

3.4 The Electricity industry governance and market operations appropriation is the operational 
appropriation3. Around 72 per cent of this appropriation is used to fund the service 
providers that operate the electricity system and markets, with the remainder funding the 
Authority’s own operating costs. 

3.5 The Authority places significant importance on ensuring the costs of operating the electricity 
system and markets continue to represent value-for-money. Accordingly, over the last 
several years we have renegotiated the contractual agreement with Transpower for system 
operator services, and undertaken competitive procurements for five of the six existing 
market operation service provider roles.  

3.6 The renegotiated agreement with the system operator includes increased transparency 
over service and performance, greater commercial discipline over costs, and requirements 
for more engagement with stakeholders. As a result of the competitive procurements, 
contracts that enable the continued use and maintenance of existing market systems have 
been entered into with service providers, and this has led to significant decreases in annual 
amortisation expenses. The appropriation components for system and market operations 
have reduced in recent years; from a peak of $55.0 million in 2015/16 down to $53.8 million 
in 2019/20. 

3.7 Within the proposed operational appropriation, the Authority’s own operating expenses 
budget of $21.179 million includes $2.450 million for external Facilitating Consumer 
Participation (FCP) support costs. The Authority received specific funding for FCP 
activities—including the What’s My Number campaign that promotes the benefits to 
consumers of comparing and switching retailers—across a three-year period that ended 
30 June 2017. Through the reductions in system and market operation costs described 
above, the Authority has been able to continue the FCP activities without seeking additional 
funding.  

  

                                                
3 Up to 30 April 2014 the Authority also had a separate operational appropriation for Promoting and facilitating 

customer switching. 
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4 Summary of proposed 2019/20 appropriations after 
consultation 

4.1 The recommended appropriations are set out in table 1. 
Table 1: appropriations proposal after consultation 

 

5 Electricity industry governance and market operations 
appropriation 

5.1 We consulted on an appropriation level of $74.936 million for 2019/20.  

Submissions on the proposed appropriation 
5.2 Of the 11 submissions received, six contain feedback on the proposed Electricity industry 

governance and market operations appropriation for 2019/20. As occurs every year, there 
is mixed support for the proposed appropriation, although clear support from a consumer 
representative body. Further details are available in the Summary of submissions and 
Authority responses in Appendix A. 

Recommended appropriation 
5.3 The Authority has considered the overall feedback received on the proposed Electricity 

industry governance and market operations appropriation for 2019/20, and is 
recommending the appropriation level of $74.936 million as consulted on. 

5.4 This level of funding is sufficient to meet the Authority’s obligations in respect of the long-
term contracts with the service providers, who operate the electricity system and markets—
the cost of these services comprise 72 per cent of this appropriation. Table 2 at the end of 
this section provides a breakdown of the appropriation components. 

5.5 Within this appropriation there remains some uncertainty around the costs of the new 
extended reserves scheme. This is because there are still decisions to be made on the 
design of the scheme, and the contractual arrangements for implementing and operating it 
have not yet been finalised. 

5.6 The electricity industry is responding to technological advancements, changing consumer 
expectations and increasing uncertainty. Within this context of increasing change and 
opportunity, a significant commitment to market development will be beneficial for 
consumers and for the on-going transition to a more renewable electricity system. 

5.7 The feedback we received from the consultation on our indicative 2019/20 work programme 
will be considered as part of its further development. It is important to acknowledge that as 
the Authority’s work programme is developed to promote the long-term interests of 

$ million

Electricity Authority Appropriation      
2018/19

Proposed 
appropriation      

2019/20
Operational appropriation
Electricity industry governance and market operations 74.270 74.936

Contingent appropriations
Managing the security of New Zealand's electricity supply                   
(1 July 2017 to 30 June 2022) 6.000 over five years 

Electricity litigation fund 1.000 up to 1.000
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consumers, the work programme may not always align with the preferences indicated in 
consultation feedback. 

5.8 The recommended appropriation level is considered to be sufficient to fund the Authority’s 
own operating expenses, including the costs of the Authority’s work programme and 
activities specifically targeted at facilitating consumer participation. 
Table 2: Breakdown of proposed 2019/20 electricity industry governance and market 
operations appropriation 

 
Funding to implement real-time pricing 

5.9 A brief update was included in the consultation on real-time pricing; which was that the 
Authority was continuing to seek the appropriation increases from 2021/22 required to 
enable the Authority’s Board to make a decision to implement real-time pricing (RTP) in the 
wholesale electricity spot market.  

5.10 As the prior year’s consultation included detailed information about the appropriation 
increases required for RTP, and feedback was broadly supportive, we did not specifically 
seek further feedback on RTP as part of the 2019/20 consultation. Notwithstanding, six of 
the submissions received included supportive comments with respect to RTP. 

6 Managing the security of New Zealand’s electricity 
supply appropriation 

6.1 This appropriation is intended to achieve enhanced security of supply in the electricity 
system during periods of emerging or actual security situations. We expect these situations 
to be rare. 

$ million

Operational appropriation - Electricity Authority Appropriation      
2018/19

Proposed 
appropriation      

2019/20
System operator - operating expenses 26.396 26.550
System operator - capital-related expenses 17.064 17.411
System operator expenses 43.460 43.961

Service provider - clearing manager 2.382 2.410
Service provider - wholesale information and trading system (WITS) 1.702 1.722
Service provider - pricing manager 0.764 0.770
Service provider - reconciliation manager 0.936 0.947
Service provider - registry manager 0.654 0.673
Service provider - FTR manager 0.963 0.944
Service provider - depreciation and amortisation 1.785 1.885
Service provider - IT costs 0.095 0.095
Service provider - Extended reserve manager 0.350 0.350
Other service provider expenses 9.631 9.796

Authority operations - external work programme support (Incl FCP) 6.606 6.050
Authority operations - personnel 10.578 10.948
Authority operations - other operating costs 3.995 4.181
Authority operating expenses 21.179 21.179

Total appropriation 74.270 74.936
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6.2 The appropriation is limited to the system operator (Transpower) managing actual or 
emerging emergency events relating to the security of New Zealand’s electricity supply. The 
system operator can request funding from this appropriation to: 
• increase monitoring and management responsibilities in the event of an emerging or 

actual security situation 
• plan and run an official conservation campaign. 

6.3 A new security management multi-year appropriation was established in Budget 2017, with 
the same scope and budget ($6 million over five years) as the previous appropriation that 
expired on 30 June 2017. For 2019/20 we did not propose any changes to this 
appropriation. 

6.4 The security management appropriation is contingent in nature and will only result in a 
charge to levy payers to the extent that actual costs are incurred.  

Submissions on the proposed appropriation 
6.5 Four submissions contain feedback on the proposed Managing the security of New 

Zealand’s electricity supply appropriation for 2019/20. All four submissions support the 
proposal. Further details are available in the summary of submissions in Appendix A. 

Recommended appropriation 
6.6 The Authority has considered the overall feedback that has been provided on the proposed 

Managing the security of New Zealand’s electricity supply appropriation, and is proceeding 
with recommending no change to the current appropriation level of $6.000 million as 
consulted on. 

7 Electricity litigation fund appropriation 
7.1 This appropriation is intended to ensure that the Authority is able to participate in litigation 

effectively and without delay. Our functions under this appropriation include defending 
cases against the Authority, and taking enforcement action under our enforcing compliance 
function. 

7.2 The Electricity litigation fund appropriation is contingent in nature and will only result in a 
charge to levy payers to the extent that litigation costs are actually incurred. 

7.3 For 2019/20 an appropriation level of up to $1.0 million was consulted on—this is the same 
level that is available in 2018/19.  

Submissions on the proposed appropriation 
7.4 Six submissions contain feedback on the proposed Electricity litigation fund for 2019/20. 

Three of these submissions (Mercury, Meridian and MEUG) support the proposal, while the 
three remaining submissions (Genesis, Transpower, and Trustpower) express some 
concerns with it.  

7.5 Further details are available in the summary of submissions in Appendix A. 

Recommended appropriation 
7.6 During 2019/20 the Authority will continue to advance market development initiatives that 

have the potential to have net benefits of hundreds of millions of dollars for consumers over 
the next decade. These initiatives are contentious as they may have adverse financial 
impacts on some parties; these parties are generally large and well-funded. 

7.7 The Authority’s existing baseline appropriation for the Electricity litigation fund in 2019/20 is 
currently $0.444 million. Whilst we will continue to assess litigation risks over the next 
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several months, at this stage we consider it will be prudent to submit an in-principle 
expense transfer of $0.556 million from 2018/19 to 2019/20. If approved, the expense 
transfer would take the appropriation in 2019/20 up to $1.0 million. 

7.8 This transfer, if actioned, would be fiscally neutral across the two years. Moreover, due to 
the contingent nature of the appropriation, it would only result in an increase in levies 
should actual litigation costs be incurred. 

8 Feedback on the Authority’s indicative 2019/20 work 
programme 

8.1 Although there is no legislative requirement to do so, the Authority has historically included 
information on its work programme for the forthcoming year. In previous consultations, 
some submissions indicated a preference for more detailed information about the work 
programme. In consideration of this feedback, this year’s consultation paper sought 
participant views on an indicative 2019/20 work programme.  

8.2 The indicative work programme maintains our current focus on priority work and faster 
completion of projects—so that the benefits for consumers are realised sooner. It describes 
those projects that are proposed to continue, resume or start in 2019/20, and provides a 
range of project-specific information such as estimated net benefits to consumers, 
proposed targets and the current phase of development for each project. 

8.3 All 11 submissions contain feedback on the indicative 2019/20 work programme. 
Submissions are mixed in terms of the level of support expressed for individual projects and 
the work programme more generally. Further details are available in the summary of 
submissions in Appendix A. 

8.4 We plan to engage further with participants and consumers as we continue to develop the 
detail of our 2019/20 work programme over the coming months. The work programme will 
be finalised in June 2019 and published in July 2019. 

9 Communications plan 
9.1 In the interests of transparency, the Authority recommends that you agree to this briefing 

paper being published after Budget day. The Authority will also publish the attached 
Summary of submissions and Authority responses along with this report. 

10 Conclusions 
10.1 The Authority has consulted levy payers on its proposed appropriations as required by the 

Act. 

10.2 The Authority has considered consultation feedback, and reached the conclusion that the 
appropriation levels as consulted on are appropriate to ensure the Authority can continue to 
perform its statutory functions effectively and operate in a financially sustainable manner.  

11 Attachments 
11.1 The following items are attached to this paper: 

(a) Appendix A: Summary of submissions and Authority responses: 2019/20 Levy-funded 
appropriations and indicative work programme. 

(b) Appendix B: Consultation paper: 2019/20 Levy-funded appropriations and indicative 
work programme. 
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12 Recommendations 
12.1 The Authority recommends that you: 

(a) note that the Authority has completed consultation on its proposed appropriations for 
2019/20 under section 129 of the Act and has considered the submissions  

(b) note no changes have been made to the proposed appropriations as a result of 
consultation 

(c) note that, as the Authority is levy-funded, the appropriations have a neutral impact on 
the Government’s operating balance and net debt 

(d) note the proposed Authority 2019/20 appropriations are: 

(i) $74.936 million for Electricity industry governance and market operations 

(ii) $6.000 million over the five year period from 1 July 2017 to 30 June 2022 for 
Managing the security of New Zealand’s electricity supply (this is a multi-year 
appropriation) 

(iii) Up to $1.000 million for the Electricity litigation fund 

(e) note that, although not specifically consulted on, six submissions indicated continued 
support for the Authority obtaining appropriation funding from 2021/22 to enable 
implementation of real-time pricing in the wholesale electricity sport market.  

(f) agree to submit the Authority’s proposed 2019/20 appropriations for Budget 2019 

(g) agree to publication of this report after Budget day 2019 

(h) note that a draft 2019/20 SPE will be provided to you for comment by 1 May 2019. 

 

 
 
 
 
 
 
 
 
Brent Layton 
Chair 
Electricity Authority 

Agreed / agreed with amendments / not 
agreed 
 
 
 
 
 
 
Hon. Dr Megan Woods 
Minister of Energy and Resources 

 



 

 12 17 July 2019 10.23 AM 

Glossary of abbreviations and terms 
Act Electricity Industry Act 2010 
Authority Electricity Authority 
EECA Energy Efficiency and Conservation Authority 
FCP Facilitating consumer participation 
IPAG Innovation and Participation Advisory Group 
MBIE Ministry of Business, Innovation and Employment 
MDAG Market Development Advisory Group 
MEUG Major Electricity Users' Group 
Minister Minister of Energy and Resources 
RTP Real-time pricing 
SPE Statement of Performance Expectations 
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Appendix A Summary of submissions and Authority 
Responses: 2019/20 Levy-funded 
appropriations and indicative work 
programme 

 
 

 
  



 

 14 17 July 2019 10.23 AM 

Appendix B Consultation paper: Electricity Authority 
2019/20 Levy-funded appropriations and 
indicative work programme 

 


	Key Action Sought
	Contact for Telephone Discussions
	1st Contact
	2nd Contact

	Executive summary
	1  Introduction
	2 Consultation
	3 Appropriations—background information
	4 Summary of proposed 2019/20 appropriations after consultation
	5 Electricity industry governance and market operations appropriation
	Submissions on the proposed appropriation
	Recommended appropriation
	Funding to implement real-time pricing

	6 Managing the security of New Zealand’s electricity supply appropriation
	Submissions on the proposed appropriation
	Recommended appropriation

	7 Electricity litigation fund appropriation
	Submissions on the proposed appropriation
	Recommended appropriation

	8 Feedback on the Authority’s indicative 2019/20 work programme
	9 Communications plan
	10 Conclusions
	11 Attachments
	12 Recommendations
	Glossary of abbreviations and terms
	Appendix A Summary of submissions and Authority Responses: 2019/20 Levy-funded appropriations and indicative work programme
	Appendix B Consultation paper: Electricity Authority 2019/20 Levy-funded appropriations and indicative work programme

