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16 March 2026

Hon Simon Watts
Minister for Energy
Parliament Buildings
Wellington 6160

Dear Minister,
ANNUAL LETTER OF EXPECTATIONS FOR 2026/27

Thank you for your letter of 11 February 2026 outlining your expectations for the Electricity
Authority Te Mana Hiko (Authority) for the 2026/27 year and beyond.

The Board acknowledges the Government’s priorities and expectations set out in your letter and
confirms the clear alignment between your expectations and our strategic direction. Your letter will
directly inform our upcoming 2026/27 Statement of Performance Expectations (SPE) and work
programme. We will provide a draft to you by 30 April 2026, consistent with the Crown Entities Act
2004.

This response sets out how the Authority will achieve the Government’s priorities and expectations
outlined in your letter.

Government priorities

The Authority acknowledges and supports the Government’s focus on an efficient, effective and
responsive public service. We recognise how this will support economic growth and ease the cost
of living.

As part of our commitment to value for money over the next financial year, the Authority has
requested no increase to its own operating funding for 2026/27, and a small increase only to cover
inflation-linked increases to third party service provider contracts. The Authority intends to absorb
significant cost pressures associated with implementation of the Authority’s proposed level playing
field measures and the Government’s proposed legislative changes through ongoing efficiency
initiatives and organisational improvements. This includes implementing the outcomes of the
Board-commissioned organisational design review.

Our context

We recognise that New Zealand’s electricity system is changing quickly and recent events may
further accelerate this change. Electrification is increasing demand for electricity alongside a
rapidly changing generation mix, with more intermittent supply from solar and wind. Declining
domestic gas supply and hydro dry year risk are impacting both price and security of supply.
Advances in technology are enabling innovation and decentralisation, allowing consumers to
interact with the system in new ways, while also increasing its complexity.

This transition is creating new strategic challenges. Meeting demand growth will require substantial
investment in new generation, including more firming and flexible resources to back up intermittent
supply, including during dry years. The system’s increasing complexity, driven by a greater share
of distributed and inverter-based resources, is making operational management more challenging.
Meanwhile, consumers are not consistently experiencing the benefits of innovation, flexibility, or
retail competition, contributing to declining confidence in market outcomes.
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The electricity system must adapt and the rules governing it must evolve to support reliability,
competition, and consumer benefit more effectively. As the regulator responsible for setting and
enforcing industry rules, the Authority will continue to drive regulatory reform, strengthen market
performance, and improve outcomes for consumers.

Entity-specific expectations

We agree that New Zealanders need a system that delivers reliable electricity at the lowest
possible cost to consumers. This means electricity that is both affordable and reliable, now and in
future. We are developing our work programme for 2026/27 to progress towards this, with a focus
on supporting an effective and competitive wholesale market, ensuring security of supply, building
system efficiency, and providing more choice and control for consumers — all backed by a strong
and responsive regulator which actively monitors the market and enforces its rules.

We support the Government’s Energy Package announced 1 October 2025, and are prioritising
actions that strengthen security of supply and enhance competition, as both are essential to driving
affordable and reliable electricity for New Zealand households, businesses and industry.

We appreciate the Government’s intention to strengthen the Authority as a regulator following the
recent Review of Electricity Market Performance. We are actively engaging with MBIE to support
development of the proposed legislation and will work closely with MBIE in providing feedback to
the Parliamentary Council Office on drafting the legislation. In parallel, we are progressing the
policies, procedures and changes needed to give full effect to the policy intent as soon as
Parliament makes its decisions.

We also note the work underway on a regulatory framework to reduce dry-year risk, and, subject to
Cabinet decisions and any required legislation, are preparing for additional activity in this area.

We confirm our intention to refresh our 2011 interpretation of the Authority’s statutory objective in
the coming year. This refresh will reflect court decisions and legislative changes and take account
of your comments on the need for a clearer articulation of consumer interests. We expect to have
completed this work in the first half of 2027 allowing time for development and consultation. We
know that this interpretation document is of significant interest to some market participants.

There is strong alignment between the specific expectations set out in your letter and our
proposed strategy work programme for 2026/27:

1. Build trust and confidence

Over the coming year we will continue to deliver regulatory change to strengthen trust and
confidence that we operate a fair, transparent and rules-based wholesale electricity market.
Decisions on proposed mandatory non-discrimination obligations on the four large gentailers
are intended to come into effect from 1 July 2026. These aim to prevent the gentailers from
giving preferential treatment to their retail arms for hedge contracts, meaning independent
retailers and generators can better compete with the gentailers — boosting competition, building
investor confidence, and ultimately giving consumers better access to affordable electricity.

We already publish regular information about electricity market performance, including weekly
trading conduct reports, monthly hedge market summaries and quarterly market performance
reviews. We intend to build on this with regular publication of retail market monitoring data, and
increased transparency of price margin data. We will report on spot, contract and retail markets
on at least a monthly basis, and are considering annual reporting which draws this together.

Compliance remains a strong focus for the Authority. We are committed to continuously
improving our compliance efforts, particularly as the regulatory regime evolves and enhances
competition and market outcomes. The Government’s proposed legislative changes will
strengthen our levers for a more effective enforcement response.
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2. Keep the lights on

Ensuring a secure and resilient power system continues to be a core focus of our work, both
now and in future. On the policy side, we are supporting the Government’s investigations into
strengthening the regulatory framework for dry-year cover. As part of that, we will investigate
further market changes to help maintain system security as the generation mix changes,
including further wholesale products for flexibility and long-duration firming.

Later this year, we will introduce an Emergency Reserve Scheme to provide contracted
demand-side flexibility as an extra layer of protection against unplanned disconnections in
periods of system stress. We are also proposing rule changes to make it easier for batteries to
operate in the market — helping to better manage short-term fluctuations in demand and supply.

Working with the System Operator, we will continue to refine security standards, information
policies and winter-readiness practices so the system can manage security and reliability risks
while minimising impact on consumers. We also plan to further update common quality
requirements in the Code to maintain a stable and reliable power system and prevent power
quality issues that might otherwise emerge from reliance on a greater proportion of intermittent
generation.

3. Affordability

Affordability is one of the Authority’s core strategic outcomes. Our work to improve the
wholesale market and enhance consumer choice and control aims to drive affordability by
ensuring real choice and competition in electricity markets. This will help bring downward
pressure on bills by strengthening competition, improving price signals, and empowering
consumers to make informed choices about their power use and costs.

We will continue our focus on improving competition in the wholesale and retail markets
through our proposed level playing field measures and broader pro-competition reforms,
including strengthening hedge-market transparency and improving availability of key risk
management products.

The changes set out in our consumer mobility roadmap will deliver more choice, more control,
and better value retail offers for households and small businesses. Recent decisions to simplify
consumer billing will make bills clearer, more consistent, and easier for consumers to compare,
require retailers to provide an annual “better plan” check-in, and prevent bill shock with limits to
“back-billing”. Our new comparison and switching service will help consumers to benefit from
choice and competition in the retail market, and we are continuing to work closely with MBIE on
the ‘Open Energy’ regime to give consumers even greater control.

4. Improve market monitoring

As a strong, responsive regulator, we will continue to enhance market monitoring in
accordance with best practice and will increase the frequency and transparency of our
reporting across wholesale, hedge and retail markets, including improved trading conduct
surveillance. We will produce a competition dashboard with quarterly updates across all of
these indicators. We already apply a strong risk-based monitoring approach; this will remain a
priority as we continue to drive further improvements.

These upgrades will help us sharpen our detection of potential misconduct, while giving market
participants and consumers greater confidence in how competition is tracking, including
through greater transparency. We will also increase retail market accountability through
enhanced market monitoring, drawing on the new data we are now collecting from retailers. As
mentioned earlier, we are also actively engaging with MBIE to support the changes needed to
make timely and effective use of the strengthened enforcement and rule-making tools
proposed in upcoming legislation.
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5. Drive efficiencies in electricity distribution businesses (EDBs)

We will continue to drive efficiencies across EDB activities by standardising and speeding up
connections, improving pricing workability, and scaling distributed flexibility as a credible
non-network alternative. Greater efficiency will reduce overall costs across the system, driving
down the network costs borne by consumers over time.

Our draft work programme for the coming year prioritises nationally consistent connection
requirements, targeted connection-pricing reforms for improved connection pricing efficiency,
better public visibility of network capacity and constraints, and continued refinement of the
transmission pricing methodology and distributed generation pricing principles.

In parallel, we will encourage arm’s-length procurement and interoperability so flexibility can
defer capital expenditure where efficient, and we will support constructive EDB collaboration
that lowers costs and improves consumer experience.

General governance and reporting expectations

The information above sets out how we are currently meeting and intend to meet the priorities and
expectations in your letter, consistent with our statutory objectives and functions.

The Authority is committed to maintaining a constructive and collaborative relationship with MBIE
as our monitoring agency and will continue to meet the governance, ‘no surprises’ and reporting
expectations as set out by Monitoring arrangements for MBIE-monitored Crown entities and the
2015 Output Agreement. This will include providing quarterly reports one month after the end of
each quarter updating you on the Authority’s progress against our upcoming 2026/27 SPE.

We agree with your expectations regarding board integrity and conflict-of-interest management,
and confirm that the Authority has robust policies, procedures and regular checks in place to
ensure any conflicts are appropriately identified, recorded and managed.

Concluding remarks

The Authority Board has continued to drive towards a system that delivers reliable electricity at the
lowest possible cost to consumers. We will maintain this momentum into 2026/27 and beyond.

We look forward to continuing to work constructively with you and your office.

Naku noa, na
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Erik Westergaard, Deputy and Acting Chair
Electricity Authority Te Mana Hiko



