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MINISTERIAL BRIEFING 
Electricity Authority 2021/22 and 2022/23 levy-funded 
appropriations request

 

Date: Wed, 9 February 2022 Priority: High 

Security 
classification: 

Budget - Sensitive Electricity Authority 
reference number: 

BR-22-0003 

 
Action sought – The purpose of this briefing is to provide you with the Electricity Authority’s 
request for appropriations for 2022/23 and an increase to the existing appropriation for 2021/22, 
along with the summary of submissions and Authority response to the levy-funded appropriation 
consultation. 

 Action Deadline 

Hon Dr Megan Woods 
Minister of Energy and 
Resources 

note recommendations in this Briefing 
approve recommendations 5 and 6 
consult with relevant Ministers 

Wed, 23 February 
2022 

Appendices included Appendix A – 2021/22 and 2022/23 Levy-funded Appropriations: 
Summary of Submissions and Electricity Authority Responses 

 
Contact for telephone discussion (if required) 
Name Position Telephone 1st Contact 

James Stevenson-
Wallace 

Chief Executive   
 

Richard Eglinton Chief Operating 
Officer  

   

 
Drafter India Tasker Position Advisor, Accountability and 

Organisational Performance 
 
Authorisation for publication on Authority website ☐ Approved ☐ Declined 

 
The following departments/agencies have been consulted 
MBIE 

 
Minister’s office to complete:  Approved 

 Noted 
 Seen 
 See Minister’s Notes 

 Declined 
 Needs change 
 Overtaken by Events 
 Withdrawn 

 
Comments  

s 9(2)(a) s 9(2)(a)

s 9(2)(a) s 9(2)(a)
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**We are seeking an increase of $2.000 million in 2021/22 to cover increased costs associated with the 
August 9 event, implementation of trading conduct rules and wholesale market competition review 

***We are seeking an increase of $2.000 million in 2022/23 to cover increased costs associated with 
organisational capability and IT services 

****We are seeking an increase of $1.000 million in 2021/22 and outyears to cover increased costs 
associated with litigation currently underway 

 

2021/22 

Operational Appropriation 

Following consideration of feedback received from the consultation process, the Authority 
recommends an increase to the Electricity Industry Governance and Market Operations 
appropriation of $2.000 million bringing the total 2021/22 appropriation to $83.757 million. The 
$2.000 million increase is required to cover increased costs associated with the 9 August event, 
implementation of trading conduct rules and the wholesale market competition review. 

The Authority’s operational appropriation has remained unchanged over the past 10 years. 
Emerging pressures have led to the required increase in appropriation, with new pressures 
continuing to arise.  

Five submissions provided feedback on the increase to the operational appropriation for 2021/22. 
Of the five submissions, three supported the proposal and two supported the proposal contingent 
upon the achievement of the proposed outcomes and/or a focus on specific work areas. 

Contingent Appropriation 

Five submissions provided feedback on the proposed increase in funding for the Electricity 
Litigation Fund for 2021/22 and outyears. Of the five submissions, three supported the proposed 
appropriation, one supported the proposal contingent upon the achievement of the proposed 
outcomes, and one did not support the proposal. We have taken these submissions into 
consideration and recommend an increase to the level of funding of $1.000 million bringing the 
total appropriation to $1.500 million. 

2022/23 

Operational Appropriation 

Following consideration of feedback received from the consultation process, the Authority 
recommends the operational appropriation level of up to $94.397 million for 2022/23, as consulted 
on. The level of funding is considered sufficient for the Authority’s operating expense in the 
2022/23 financial year to carry out our four main functions1 and continue to progress workstreams 
as outlined in the Letter of Expectations, Annual Corporate Plan, and appropriation consultation 
document. 

Consistent with previous years, there was mixed support for the proposed appropriation. Of the 
seven submissions received, two supported the proposed appropriation, three supported the 
proposed appropriation contingent upon the achievement of the proposed outcomes and/or a focus 
on specific work areas, one did not support the proposal, and one submission was not explicit 
either way. 

 
1 The Authority defines its four main functions as: Promote market development; Monitor, inform 
and educate; Operate the electricity system and markets; Enforce compliance. 
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The Electricity Industry Governance and Market Operations appropriation has remained relatively 
stable over the past ten years. The majority of this appropriation is used to fund the operation of 
the electricity system and market, with the remainder used to fund the Authority’s operations. The 
additional $2.000 million is required to fund costs associated with increased organisational 
capability and moving to a commercial IT Service Management (ITSM) arrangement. 

Contingent Appropriations 

We are requesting the Managing the Security of New Zealand’s Electricity Supply appropriation is 
renewed for another five years (1 July 2022 to 30 June 2027) at its current level of $6.000 million 
($1.200 million per year). This fund enables the Authority to enhance the security of New Zealand’s 
electricity supply if necessary. 

Six submissions provided feedback on the Managing the Security of New Zealand’s Electricity 
Supply funding. Of the six submissions, four supported the proposed appropriation, one supported 
the proposal contingent upon the achievement of the proposed outcomes, and one did not support 
the proposal at its current level of funding. We have taken these submissions into consideration 
and recommend that no changes are required to the existing $6.000 million appropriation. 

We are proposing to maintain the requested $1.500 million for the Electricity Litigation Fund. 

The five submissions received on increasing the Electricity Litigation Fund for 2021/22 and 
outyears also applies to the 2022/23 appropriation request. 

These appropriations are contingent in nature and will only be drawn down on if certain events or 
situations arise. 

Recommended action  

Hon Dr Megan Woods, Minister of Energy and Resources 

It is recommended that you: 

1. note that the Authority has completed consultation on its proposed 
appropriations for 2021/22 and 2022/23 under section 129 of the Act 
and has considered the submissions      

Noted 

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

Noted 

3.  note the proposed increases to 2021/22 appropriations are: 

a) an increase of $2.000 million to the Electricity Industry 
Governance and Market Operations appropriation bringing the 
total 2021/22 appropriation to $83.757 million 

b) an increase of $1.000 million to the Electricity Litigation Fund 
bringing the total appropriation for 2021/22 and outyears to 
$1.500 million 

Noted 

4. note the proposed 2022/23 appropriations are: 

a) up to $94.397 million, as per table 1, including a permanent 
increase of $2.000 million to the baseline, for the Electricity 
Industry Governance and Market Operations appropriation 

 

 

Noted 
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b) $6.000 million over the five-year period from 1 July 2022 to 30 
June 2027 for Managing the Security of New Zealand’s Electricity 
Supply as a multi-year appropriation 

c) up to $1.500 million for the Electricity Litigation Fund 

5. agree to submit the Authority’s proposed 2021/22 and 2022/23 
appropriations for Budget 2022.  

Agree/Disagree 

6. agree to the publication of this report after Budget Day. Agree/Disagree 

7. note that the Authority will publish the submissions received, and the 
summary of submissions and Electricity Authority responses on our 
website along with the report above.     
         

Noted 

 

  

James Stevenson-Wallace 
Chief Executive 
Electricity Authority 

Hon Dr Megan Woods 
Minister of Energy and Resources 

08 / 02 / 2022 ..... / ...... / ...... 
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Introduction 

1. Section 129 of the Act requires the Authority to consult on proposed appropriations for the 
coming year before seeking appropriations from the Minister.  

2. This paper sets out the results of the consultation on our proposed appropriations for 2021/22 
and 2022/23. It includes the recommended appropriations for submission into the Budget 2022 
process.  

Consultation 

3. Consultation on the proposed appropriations took place from 26 October 2021 to 30 November 
2021. The verbatim submissions received during consultation will be published on the 
Authority’s website along with the request for appropriations and summary of submissions after 
Budget Day 2022.  

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

• Electric Kiwi Limited (Electric Kiwi) 

• Electricity Retailers’ Association of New Zealand (ERANZ) 

• Major Electricity Users Group (MEUG) 

• PowerNet Limited (PowerNet) 

• Transpower New Zealand (Transpower) 

• Trustpower Limited (Trustpower) 

• Vector Limited (Vector) 

5. A summary of submissions and Electricity Authority responses is included as Appendix A. 

Appropriations 

6. The Authority places great 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. The next formal review of the system operator services under the contract is 
due to take effect from 1 July 2025 and the contracts for the other market operations services 
will be re-tendered in 2024. 

7. 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. 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 
$51.593 million in 2022/23.  

Recommended 2021/22 and 2022/23 appropriations 

8. An overview of the recommended appropriations is set out in table 1 below. 
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Recommended appropriation 

12. The Authority has considered the overall feedback received on the proposed Electricity 
Industry Governance and Market Operations appropriation for 2021/22 and is recommending 
an increase of $2.000 million bringing the total appropriation to $83.757 million. The $2.000 
million increase is required to cover increased costs associated with the review of the 9 August 
event, implementation of the new trading conduct rules, and the wholesale market competition 
review. 

2022/23 

13. All seven submissions provided feedback on the proposed appropriation for 2022/23. Of the 
seven, two supported the proposed appropriation, three supported the proposed appropriation 
contingent upon the achievement of the proposed outcomes and/or a focus on specific work 
areas, one did not support the proposal, and one submission was not explicit either way. 

Recommended appropriation 

14. The Authority has considered the overall feedback received on the proposed Electricity 
Industry Governance and Market Operations appropriation for 2022/23 and is recommending 
the appropriation level of up to $94.397 million. 

15. The level of funding is considered sufficient for the Authority’s operating expense in the 
2022/23 financial year to carry out our four main functions2, meet the Authority’s operating 
expenses, enable the delivery of the strategic ambitions, and continue to progress workstreams 
as outlined in the Letter of Expectations, Annual Corporate Plan, and appropriation consultation 
document. Note that the approximately $3.000 million funding for real-time pricing (RTP) per 
year for 2021/22 and outyears was approved in February 2019 and we did not seek feedback 
on RTP in this process. Funding for the market making scheme was subject to an out-of-cycle 
levy consultation and approved by Cabinet in September 2021. Feedback on market making 
was not sought in the levy-funded appropriations consultation for 2021/22 and 2022/23. 

16. This funding will also 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 comprises 65 percent of this appropriation (excluding the $14.400 million for the 
market making scheme). 

17. The external context in which the electricity industry operates is changing, impacting the 
operations and priorities of the Authority as kaitiaki of electricity. In June 2021, the Climate 
Change Commission published its final advice on a low-emissions future for Aotearoa. The 
Authority recognises the transformation of the energy sector is critical to the transition, and the 
electricity sector has a significant role to play. Our interest is to ensure the transition happens 
efficiently, and, critically, that security of supply is maintained as New Zealand’s energy system 
evolves. The Authority continues to be committed to market development to support this 
transition with a focus on consumer centricity. 

18. The feedback we received from submissions on future work will be considered as part of our 
2022/23 planning over the coming months. 

  

 
2 The Authority defines its four main functions as: Promote market development; Monitor, inform 
and educate; Operate the electricity system and markets; Enforce compliance. 
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20. 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. 

21. The security management multi-year appropriation was established in Budget 2017, with the 
same scope and budget ($6.000 million over five years) as the previous appropriation that 
expired on 30 June 2017. We are requesting that the appropriation be renewed at its current 
level of funding for the period 1 July 2022 to 30 June 2027. 

22. 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 

23. Six submissions provided feedback on the Managing the Security of New Zealand’s Electricity 
Supply funding. Of the six submissions, four supported the proposed appropriation, one 
supported the proposal contingent upon the achievement of the proposed outcomes, and one 
did not support the proposal at its current level of funding. 

Recommended appropriation 

24. 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 are 
recommending that the appropriation be renewed for another five years (1 July 2022 – 30 June 
2027) at the current appropriation level of $6.000 million. 

Electricity Litigation Fund appropriation 

25. 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. 

26. 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. 

Submissions on the proposed appropriation 

2021/22 

27. Five submissions provided feedback on the proposed increase in funding for the Electricity 
Litigation Fund for 2021/22 and outyears. Of the five submissions, three supported the 
proposed appropriation, one supported the proposal contingent upon the achievement of the 
proposed outcomes and one did not support the proposal. We have taken these submissions 
into consideration and recommend an increase to the level of funding of $1.000 million bringing 
the total appropriation to $1.500 million to cover growing costs associated with litigation 
currently underway. 

Recommended appropriation 

28. The Authority has considered the feedback provided on the proposed Electricity Litigation Fund 
appropriation and recommend an increase to the level of funding of $1.000 million bringing the 
total appropriation to $1.500 million to cover growing costs associated with litigation currently 
underway. 
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2022/23 recommended appropriation 

29. The five submissions received on increasing the Electricity Litigation Fund for 2021/22 and 
outyears also applies to the 2022/23 appropriation request. 

30. We are proposing to maintain the requested $1.500 million for the Electricity Litigation Fund. 

Next Steps 

31. While we did not seek feedback on our current workstreams, submissions contained feedback 
on various aspects of current and future work. 

32. The submissions received will inform the development of our 2022/23 Statement of 
Performance Expectations (SPE) and Annual Corporate Plan. The draft 2022/23 SPE will be 
provided to you by 1 May 2022 for comment and published in June 2022. 

33. As we continue our planning for 2022/23 over the coming months we intend to engage further 
with participants and consumers.  

Communications plan 

34. In the interests of transparency, the Authority recommends that you agree to this briefing paper 
being published after Budget Day.  

35. The Authority will also publish the attached summary of submissions and Electricity Authority 
responses alongside this report and submissions from participants. 

List of Appendices 

Appendix A 2021/22 and 2022/23 Levy-funded Appropriations: Summary of Submissions and 
Electricity Authority Responses  
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Appendix A 2021/22 and 2022/23 Levy-funded Appropriations: 
Summary of Submissions and Electricity Authority 
Responses 
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Executive summary 
The Electricity Authority (the Authority) consults annually on our proposed appropriations (i.e. 
the level of funding we receive). The feedback from this consultation is included with our 
request for funding to the Minister of Energy and Resources (the Minister). We would like to 
thank all submitters for their feedback on our proposed appropriations. Where feedback was not 
specific to our appropriations, we will use it to inform our 2022/23 planning. 

Feedback on the proposed appropriations 
The key points relating to our appropriations have been summarised below. 

Section 4 includes feedback from five submissions on the Electricity Industry Governance and 
Market Operations appropriation amount for 2021/22: 
 Three submissions support the proposed appropriation. 
 Two submissions support the proposed appropriation contingent upon the achievement of 

the proposed outcomes and/or a focus on specific work areas. 

Section 5 includes feedback from seven submissions on the Electricity Industry Governance 
and Market Operations appropriation amount for 2022/23. The submissions are mixed in terms 
of their level of support for the proposed appropriation level: 
 Two submissions support the proposed appropriation. 
 Three submissions support the proposed appropriation contingent upon the achievement of 

the proposed outcomes and/or a focus on specific work areas. 
 One submission raises concerns about the proposed increase to the appropriation. 
 One submission does not comment in support or opposition, noting there was not enough 

detail provided in the consultation document to make an informed comment. 

Section 6 includes feedback from six submissions on the proposed Managing the Security of 
New Zealand’s Electricity Supply appropriation for 2022/23. The submissions are mixed in 
terms of their level of support for the proposed appropriation level: 
 Four submissions support the proposed appropriation. 
 One submission supports the proposed appropriation contingent upon the achievement of 

the proposed outcomes. 
 One submission suggests the total appropriation be lower than proposed. 

Section 7 includes feedback from five submissions on the proposed Electricity Litigation Fund 
appropriation for 2021/22 and 2022/23. The submissions are mixed in terms of their level of 
support for the proposed appropriation level: 
 Three submissions support the proposed appropriation. 
 One submission supports the proposed appropriation contingent upon the achievement of 

the proposed outcomes. 
 One submission does not support the proposed increase, stating that resources should guide 

decision making, rather than being used to defend decisions after the fact. 

Conclusion 

We have considered all submissions and conclude the 2021/22 and 2022/23 appropriation 
levels we are requesting are appropriate. These appropriation levels will ensure we can 
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continue to perform our statutory functions effectively and operate in a financially sustainable 
manner for the long-term benefit of consumers.  

Next steps 
The submissions received on this consultation inform the development and finalisation of: 

 our appropriations request to the Minister 
 our 2022/23 Statement of Performance Expectations (SPE), to be published in June 2022 
 our Annual Corporate Plan for 2022/23.   

1 Introduction 
1.1 The Authority is required to consult on proposed appropriations for the coming year 

before seeking appropriations from the Minister. We have prepared this report to support 
the process of reporting to the Minister with our recommended appropriations. 

1.2 The Authority consulted on the proposed 2021/22 and 2022/23 appropriations from 26 
October 2021 to 30 November 2021.  

2 List of respondents 
2.1 We received seven submissions on the proposed 2021/22 and 2022/23 appropriations:  

1. Electric Kiwi Limited (Electric Kiwi) 

2. Electricity Retailers’ Association of New Zealand (ERANZ) 

3. Major Electricity Users Group (MEUG) 

4. PowerNet Limited (PowerNet) 
5. Transpower New Zealand (Transpower) 

6. Trustpower Limited (Trustpower) 

7. Vector Limited (Vector) 
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4. Support, with encouragement 
for the Authority to seek cost 
efficiencies and rigorous 
prioritisation 

Trustpower Enforcing compliance is one of the Authority’s four 
main functions under the operational 
appropriation. The Authority is focused on 
education to achieve voluntary compliance, active 
monitoring, and timely and proportionate 
enforcement action. The Authority is continuing to 
uplift monitoring and compliance capability, by 
increasing resources in these areas and reviewing 
our strategy, processes, and tools. 

The Authority carefully manage funding, balancing 
efforts to restrain our spending with the need to 
progress important work in a timely and robust 
fashion. The Authority continue to work with 
service providers to ensure value for money. 
Improving effectiveness and efficiency crosses all 
functional areas. 

The Authority note the concerns of the MEUG. 
Performing the role of system operator effectively 
and reliably requires ongoing investment to 
maintain and enhance the extensive infrastructure 
supporting the delivery of the services. While the 
year-on-year operating expenses of the System 
Operator are higher, the capital-related expenses 
are estimated to be the same as 2021/22. The 
increased cost of the system operator covers 
operating costs and a recovery on the 
investments made that underpin the services 
delivered. 

The proposed appropriation for 2022/23 is 
relatively consistent with that of the current 
appropriation for 2021/22. The main increase is 
seen in the market marking scheme which was 
subject to an out of cycle levy consultation in June 
2021. 

The Authority notes that the increase to the 
operational appropriation is greater than the rate 
of inflation, however Authority’s operational 
appropriation has remained relatively stable over 
the past ten years. 

The rationale for the permanent $2.000 million 
baseline increase from 2021/22 is outlined in the 
above Authority responses. 

 

 

5. Do not support, with concerns 
regarding the level of charges 
and increased costs from the 
system operator. Concerns 
with the rate of increase of 
appropriation being greater 
than the rate of inflation 

MEUG 

6. Not enough detail included in 
the consultation on planned 
projects to provide informed 
feedback 

Vector 
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4. Preference for a plan to 
improve Code amendment 
processes. Advice provided 
on how the Authority could 
improve its code change 
proposal process. 
Recommendation for the 
Authority to consider 
changes to assist with the 
Code keeping up with 
technological change 

Transpower stakeholders on proposed Code amendments, 
where appropriate, and will consider any 
suggestions for Code development against 
other demands on our resources to prioritise 
work that is in the best long-term interests of 
consumers. 

The Authority have effective working 
relationships with a range of existing agencies 
that affect the electricity sector. Strong 
relationships at the Board and management 
level underpin our work with the Commerce 
Commission. The Authority have similarly close 
relationships with the Ministry of Business, 
Innovation and Employment (MBIE), the Gas 
Industry Company (GIC), and the Energy 
Efficiency and Conservation Authority (EECA). 
Other key relationships include the Ministry for 
the Environment (MfE), the New Zealand 
Transport Agency (NZTA), Treasury, the 
Productivity Commission, Utilities Disputes 
Limited and the Climate Change Commission. 

The Authority is working to ensure we develop 
and maintain strong track record of working 
with stakeholders, including consumer 
representatives, industry participants, and 
other government agencies. 

5. Suggests the Authority cast 
a wider lens on capturing 
issues affecting security of 
supply. Suggests the 
Authority coordinates with 
the Gas Industry Company 
as it progresses a work 
programme that includes 
solutions to ensure that gas 
supply is available for 
electricity generation when it 
is required 

Vector 














