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This report summarises items that may be of interest to the Minister for Energy but not 
necessarily require a formal briefing. Further information on any topic can be provided on 
request. Substantive items and decision papers will be provided to the Minister in the form 
of briefings. 

 

Electricity Authority contact: Sarah Gillies, Chief Executive  

Mobile:  
 

 

s9(2)(a)









Fortnightly report for the Minister for Energy                  21 June 2024  5 

5. Spotlight: Enabling flexibility and pricing 
5.1. Rewiring Aotearoa released their Electric Homes report in March 2024. They are 

scheduled to meet with you 27 June to discuss key issues stated in their letter to 
your office dated 7 May 2024, including their views on regulatory settings and what 
they consider outdated energy and economic assumptions. The Authority has 
received a copy of the letter and intends to use this spotlight to respond to some of 
Rewiring Aotearoa’s observations. 

5.2. The Electricity Authority (Authority) agrees with Rewiring Aotearoa that 
“electrification and distributed energy are a real win-win-win that ensures cost 
savings, improves energy security and resilience while also delivering emissions 
reductions.  We also agreed that the democratisation of data is a key enabler of 
change.  

5.3. Enabling flexibility and data for better performance are two of the Authority’s key 
priorities. This spotlight updates the Minister on the Authority’s work underway to 
enable flexibility and improve distribution pricing, including updating regulatory 
settings to unlock the potential of distribution energy resources (DERs) and the 
customer energy resources to which Rewiring Aotearoa refer. 

 
Enabling flexibility: putting demand-side flexibility on a level playing field: 
5.4. The increasing uptake of DERs across the system means more organisations and 

individuals can participate in the electricity system. DER – such as home battery 
systems, controllable EV chargers and water heaters, or solar generation – 
provides flexibility in the system by modifying generation and consumption patterns, 
on an individual or aggregated level. It is often in response to an external signal, 
such as a price or congestion signal.  

5.5. Flexibility in the electricity system: 

(a) offers a more cost-effective way to optimise existing network infrastructure, 
supports security of supply and resilience, and lowers overall system costs 
that would otherwise be passed onto consumers 

(b) is an enabler for the energy consumer of the future who has greater control 
over their energy use and costs  

(c) is already being used in parts of the system, but has the potential for an even 
greater role, and realise more system-wide benefits.  

5.6. The flexibility services market is still evolving in New Zealand but we are working to 
ensure it develops quickly as more consumers adopt DER, and more retailers, 
distributors and other flexibility traders make use of opportunities to provide 
demand-side flexibility using energy generated or stored via DER.  

5.7. Providing efficient incentives to adopt or engage with flexibility services is one way 
to encourage its uptake. The Authority has important work underway focusing on 
efficient and cost-reflective pricing for both market participants and consumers to 
ensure flexibility services are rewarded appropriately.  
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Why do we need flexibility? 

5.8. New Zealand’s electricity demand is forecast to increase by two-thirds by 2050 
largely due to the electrification of transport and process heat, and population 
growth. This has the potential to impact affordability and security of supply. 

5.9. To meet this increased demand, a 2022 report estimated investments of $47 billion 
in distribution network infrastructure and $18 billion in transmission are needed in 
this decade and the 2030s.1  Implementing greater flexibility, including load-shifting, 
in the system can help avoid costly investment in new network infrastructure to 
accommodate an increasing level of peak demand, and crucially avoids these costs 
being passed onto consumers. Flexibility can also reduce the amount of additional 
generation required to meet higher peaks. 

5.10. The cost savings for consumers from enabling flexibility should not be understated. 
The same report estimates New Zealand will have 3.1GW of flexible capacity to 
meet peak demand in 2030, of which 2GW will be provided by consumer energy 
resources. The report estimates in the absence of these resources we will likely 
require an additional $3 billion in network investment, which is an extra $120 per 
household bill each year.  

5.11. Flexibility can help the system to reliably meet higher peak demand, through 
demand-and supply-side response. All consumers benefit from this flexibility 
through improved security of supply (as it reduces the risk of outages due to supply 
shortfalls). The graphs below show the demand pattern with and without flexible 
demand response. 
 

 

  

 

 
1 Boston Consulting Group, The Future is Electric, 2022 
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5.12. Flexibility – whether provided by industrial consumers, residential consumers or 
generators – also supports a more resilient system. Consumer energy resources – 
particularly household batteries or EV vehicle-to-grid systems – that contribute to 
flexibility, give consumers resiliency against adverse events through their own 
power generation, should there be unplanned outages or issues on the network 
from bad weather or natural disasters.  

5.13. The electricity system typically relies on fossil-fuelled generation to meet peak 
demand. Having fewer and smaller peaks through load-shifting decreases the need 
to rely on gas.  Furthermore, by reducing the costs of electrification, flexibility will 
help reduce emissions in the transport and industrial sectors and help achieve New 
Zealand’s climate goals.  

Flexibility is a key enabler for the consumer of the future 

5.14. A flexible electricity system allows consumers to respond to changing demand and 
grid conditions by either feeding power back into the grid from an energy storage 
system – such as rooftop solar, hot water system or EV charger – or by reducing 
demand by shifting electricity use to off-peak times. 

5.15. For example, the future a consumer arrives home from work and plugs in their 
EV(s). The consumer contracts with a flexibility provider to ensure their EV is 
charged in the early hours of the morning when there is plenty of supply and 
electricity is cheapest. A different flexibility provider controls their hot water cylinder, 
which uses the cheap electricity from the rooftop solar panels to heat water in the 
middle of the day. Excess electricity produced by the solar panels during the day is 
stored in the consumer’s home battery system. The consumer’s retailer manages 
the discharge of the battery and export to ensure this occurs when it will be most 
useful to the local distribution network. 

5.16. During outages, the consumer uses one of the EV batteries to power their house so 
their electricity supply isn’t disrupted. In this future scenario, the consumer is paid 
by their EV flexibility provider to discharge the EV to provide power to neighbouring 
houses in a neighbourhood-wide outage.  
 

Enabling flexibility: the Authority’s work programme  

5.17. The Authority’s work programme for enabling flexibility is outlined in the tables 
below.  

5.18. Table 1 outlines the projects to reduce regulatory barriers to investment and 
innovation. Table 2 is an extension of this with a focus on projects underway to 
promote market mechanisms and cost-reflective network prices to enable flexibility. 
Table 3 rounds this out, setting out the projects that will improve transparency and 
access to better information to enable demand- and supply-side flexibility.  

5.19. These projects will contribute to promoting competition across the system to ensure 
affordable electricity, enable the electrification of the economy and EV infrastructure 
and importantly support a reliable supply of electricity to all consumers. 
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Market products are incentivising flexibility 

5.20. There are already some retail market incentives in place to stimulate demand 
response and load-shifting, help address winter peak issues and reward small 
consumers participating efficiently using DER.   

5.21. For example, time-of-use pricing for customers to shift load to off-peak periods: 

(a) Electric Kiwi offers one hour of free off-peak hour a day  

(b) Contact Energy has deals which offer free power from 9am–5pm during the 
weekend, or free power 9pm to midnight. 

5.22. Other innovative incentives include Octopus Energy’s offer of buy-back rates of 40 
cents/kWh to households feeding power back into the network in peak demand 
periods during winter – quadruple the normal rate for power sold back to the grid.  

5.23. In addition, Contact Energy customers are able to opt-in to its Hot Water Sorter 
Programme now being rolled out, which allows Contact to switch off hot water 
cylinders during times of the day when there is a high electricity demand.   

5.24. This shows the wholesale electricity market working effectively to provide retailers 
with incentives to stimulate flexibility. These retail offerings are an example of 
retailers responding efficiently to high wholesale prices at times of peak demand. 




