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Tēnā koe  

Thank you for your request, received by the Electricity Authority (Authority) on 22 August 2024, 
under the Official Information Act 1982 (Act) for the following information: 

1 Copies of all information it holds regarding the assessment of the 12 August and 20 
August changes/guidance being in the public interest.  

 

2 Concerns over market participant behaviour… Mercury requests the Authority to make 
available to it copies of all information it holds regarding that review and the outcomes of 
that review, including information regarding the Authority’s concerns.  

 

The information requested would include, emails, meeting agendas/minutes/files notes, 
notes of phone calls, discussion papers, briefing reports prepared by or for the Authority 
in relation to the two matters. 

The Authority has identified 16 documents within the scope of the requests. 

The Authority intends to release 15 documents in full or part, with redactions clearly marked 
where required. One document is withheld in full as it is legal advice.  

Request 1:  

The Authority has identified 12 documents in scope for request 1, one of which is legal advice 
and is withheld. Of the 11 documents released information has been redacted: 

(a) under section s 9(2)(a) of the Act to protect the privacy of natural persons (staff 
telephone numbers and emails)  

(b) under section 9(2)(h) of the Act on the ground of maintaining legal privilege 
(c) under s 9(2)(b)(ii) of the Act as release would be likely to unreasonably prejudice 

the commercial position of the person 

s9(2)(a)

s9(2)(a)
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(d) under section 9(2)(g) of the Act to maintain the effective conduct of public affairs 
through the free and frank expression of opinions by or between employees of the 
Authority.  

We also provide the following context relevant to your request 1. As set out in letters to market 
makers of 12 and 20 August 2024, the Authority decided to use its discretion not to take 
enforcement action in relation to breaches of 13.236L of the Electricity Industry Participation 
Code 2010. Such decisions must be made in accordance with our compliance strategy and 
enforcement policy and other compliance documents that make up the compliance framework 
we operate within. The compliance strategy and enforcement policy can be found on our website 
here https://www.ea.govt.nz/code-and-compliance/strategy-policies/.  

Relevant factors set out in these documents include: 

(a) We select interventions we think will have the most effect on achieving our 
outcomes, considering risk, and the likely consequences of non-compliance 
occurring. 

(b) From time to time, we will develop specific compliance plans or programmes for 
specific parts of the electricity sector. Typically, these will be driven by our 
understanding of changes in risk profiles and the need to respond to problems with 
a more targeted approach than is provided by our general regulatory and 
compliance activities. 

(c) We consider whether market impact may result in disruption of orderly trading. 

(d) Compliance interventions consistent with the law, the public interest, and the 
Authority’s policies. 

Request 2:  

The Authority has identified four documents within the scope of the request two. This includes 
two excel sheets. One Excel sheet is split into six pdfs reflecting the different tabs. The second 
Excel sheet is in one pdf incorporating three tabs. 

Of the 4 documents released  

(a) in the document entitled ‘First round of meetings with RMMs – first week of Aug’, 
information has been redacted under s 9(ba)(i) of the Act as the information is 
confidential and release would prejudice the supply of similar information and there 
is a public interest in receiving such information and under s 9(2)(b)(ii) of the Act as 
release would be likely to unreasonably prejudice the commercial position of the 
person 

(b) in the same document, information relating to a conversation with Mercury is 
released under section 24 of the Act (release of personal information of 
corporations) and will not be proactively released 

(c) in the trade data Excel sheet: 

(i) information identifying other persons (other than Mercury) has been redacted 
under s 9(2)(b)(ii) of the Act as release would be likely to unreasonably 
prejudice the commercial position of the person 
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(ii) the information referring to Mercury is provided to you under section 24 of the 
Act  

(iii) we do not intend to proactively release the trade data Excel sheets given the 
public interest is likely to be small (given the size and format) and the internal 
emails explain relevant aspects of the underlining information. 

I am satisfied, in terms of section 9(1) of the Act, that the need to withhold the information 
referred to above is not outweighed by other considerations that render it desirable, in the public 
interest, to make the information available.  

We are intending to proactively release the redacted information provided to you in response to 
request 1 and 2, except for the trade date Excel sheets and the information provided to you 
under section 24 of the Act (as noted above). 

You have the right to seek an investigation and review by the Ombudsman of this decision. 
Information about how to make a complaint is available at www.ombudsman.parliament.nz or 
freephone 0800 802 602.  

If you wish to discuss this decision with us, please feel free to contact us by emailing 
oia@ea.govt.nz. 

Nāku noa, nā, 

 

 

 

Airihi Mahuika 

GM Legal, Monitoring and Compliance 
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IN-CONFIDENCE: ORGANISATION 

From: Rachel Brown   
Sent: Friday, August 9, 2024 10:18 PM 
To: Mark Herring ; Sarah Gillies ; Saki Hannah 

; Jo Goudie  
Cc: Peter Taylor  Lee Saunders ; Nicole 
Gagnon ; Naghmeh Kargozar ; Airihi 
Mahuika ; Katie Bunker ; Aileen Gallagher 

 
Subject: RE: E-resolution for Market Making 

 

Thanks Mark.  

 

Jo and I have updated the e-resolution with some suggested amendments. We have: 

 

• Added more context  

• Explained why this is consistent with the Authority’s statutory objective. 

• Added a delegation for the Chair to amend the time period (provided it doesn’t extend 
past 30 August) 

• Tightened up the delegation to the Chair of the Compliance Committee 

•  

 

I also attach a covering email for you to use. Please ensure you use Board member’s EA email 
addresses and copy Katie, Sarah, Aileen, me, Airihi on the email.  

 

Sarah will need to approve the e-resolution so I have changed the time for response to midday 
Sunday (given this won’t be going out until tomorrow). I think it would be worth Saki looking this 
over in the morning too, if possible, given his involvement to date.      

  

I hope this helps. Feel free to call me tomorrow if you want to discuss anything.  

 

Thanks 

 

Rachel 

 

s9(2)(a)

s9(2)(a) s9(2)(a)
s9(2)(a) s9(2)(a)

s9(2)(a) s9(2)(a)
s9(2)(a) s9(2)(a)
s9(2)(a) s9(2)(a)

s9(2)(a)

s9(2)(h)
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IN-CONFIDENCE: ORGANISATION 

Rachel Brown 
Senior Legal Counsel 

 

  

 

 

 

Level 7, AON Centre, 1 Willis Street 
PO Box 10041, Wellington 6143, New Zealand 
www.ea.govt.nz  

 

    

 

s9(2)(a)
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IN-CONFIDENCE: ORGANISATION 

 

Appendix A Draft guidance to Market Makers 
 
The following draft guidance is proposed to be shared with market makers: 
 
The forward market, traded on the ASX, is an essential part of risk management for electricity 
participants. An inability to access hedges/insurance in this market will increase costs and financ al 
risks for participants and this will adversely affect consumers.  

 

The forward market is currently experiencing stress due to underlying physical conditions 
impacting prices in the spot market. The Authority is aware that market makers are increasingly 
unable to fulfil their obligations to the standard specified under their contractual requirements and 
in the Code. Financial conditions are such that it may be less costly to default on their obligations 
than to continue to market make. Defaulting on obligations will reduce or eliminate price discovery 
and liquidity in the market and create an inability for participants to access hedges. The immediate 
risks are likely to be mitigated by widening spreads, at least in the short term, to reduce the impact 
of current conditions and to enable market makers to manage the costs of providing liquidity and 
price transparency. 

 

Having regard to the considerations set out above, and in the public interest in ensuring reliable 
supply in and the efficient operation of the electricity industry for the long-term benefit of 
consumers, we have decided to use our discretion not to take enforcement action in relation to 
breaches of cl 13.236L of the Electricity Industry Participation Code 2010 by participants required 
to comply with the Subpart 5B of Part 13 of the Code between now and 23 August 2024 (or for 
such shorter or longer period advised by the Authority), conditional on those participants: 

 

(a) under cl 13.236L(1) a; 

o  ensuring quotes is a minimum of 12 lots of buy orders and 12 lots of sell orders 
for each of Otahuhu reference node and Benmore reference node for the 
current month and each of the five months following the current month;  

(b) under cl 13.236L(1) b; 

o ensuring total quotes is a minimum of 12 lots of buys orders and 12 lots of sell 
orders for each of Otahuhu reference node and Benmore reference node for 
each calendar quarter that is available for trade on an exchange; 

(c) under cl 13.236L(2)  

o ensuring that quotes provided do not have a bid-ask spread that exceeds 15% 
or $10; 

(d) under cl 13.236L(3) a; 

o ensuring that initial orders at or after the start of the market-making period are 
minimum quotes of 6 buy quotes and 6 sell quotes; 

(e) under cl 13.236L(3) b; 

o ensuring that if the initial buy or sell order is fully traded then participants must 
volume refresh the order with a minimum of X = 12 quotes – total traded NZEF 

(f) otherwise complying with the requirements of the Code.  
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12 August 2024 
 
All Market Markers in the New Zealand Electricity Futures market 
[Via email] 

 
Urgent changes to market making requirements 
The forward market, traded on the ASX, is an essential part of risk management for electricity 
participants. An inability to access hedges/insurance in this market will increase costs and f nancial 
risks for participants and this will adversely affect consumers.  
The forward market is currently experiencing stress due to underlying physical conditions 
impacting prices in the spot market. The Authority is aware that market makers are increasingly 
unable to fulfil their obligations to the standard specified under their contractual requirements and 
in the Electricity Industry Participation Code 2010 (Code). Financial conditions are such that it may 
be less costly to default on their obligations than to continue to market make. Defaulting on 
obligations will reduce or eliminate price discovery and liquidity in the market and create an inability 
for participants to access hedges. The immediate risks are likely to be mitigated by widening 
spreads and reduced lot size, at least in the short term, to reduce the impact of current conditions 
and to enable market makers to manage the costs of providing liquidity and price transparency. 
Having regard to the considerations set out above, and in the public interest in ensuring reliable 
supply in and the efficient operation of the electricity industry for the long-term benefit of 
consumers, we have decided to use our discretion not to take enforcement action in relation to 
breaches of cl 13.236L of the Code by participants required to comply with the Subpart 5B of Part 
13 of the Code between now and 23 August 2024 (or for such shorter or longer period advised by 
the Authority), conditional on those participants: 

(a) under cl 13.236L(1)a; 

o  ensuring quotes is a minimum of 12 lots of buy orders and 12 lots of sell orders 
for each of Ōtāhuhu reference node and Benmore reference node for the 
current month and each of the five months following the current month;  

(b) under cl 13.236L(1)b; 

o ensuring total quotes is a minimum of 12 lots of buys orders and 12 lots of sell 
orders for each of Ōtāhuhu reference node and Benmore reference node for 
each calendar quarter that is available for trade on an exchange; 

(c) under cl 13.236L(2)  

o ensuring that quotes provided do not have a bid-ask spread that exceeds 15% 
or $10; 

(d) under cl 13.236L(3)a; 

o ensuring that initial orders at or after the start of the market-making period are 
minimum quotes of 6 buy quotes and 6 sell quotes; 

(e) under cl 13.236L(3)b; 

o ensuring that if the initial buy or sell order is fully traded then participants must 
volume refresh the order with a minimum of X = 12 quotes – total traded NZEF 
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IN-CONFIDENCE: ORGANISATION 

(f) otherwise complying with the requirements of the Code.  

Jo Goudie, Principal Analyst – Policy – Wholesale Markets, is contacting relevant members of the 
trading teams of all market makers in the New Zealand Electricity Futures market to arrange a call 
to discuss how these new requirements will apply.  

Note that this call will only discuss these new requirements and nothing else. 

 

Nāku noa, nā, 

 

 
 
Airihi Mahuika 
General Manager – Legal Monitoring & Compliance 

cc Anna Kominik, Chair, Electricity Authority 
 Sarah Gillies, CEO, Electricity Authority 
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IN-CONFIDENCE - ORGANISATION 

Minutes of the meeting of the Board 

Held on 20 August 2024 at 9:00am 
Level 7 AON Centre, 1 Willis Street, Wellington 

________________________________________________________________________ 

Board members: Anna Kominik (Chair), Allan Dawson, Lana Stockman, Paula Rose, Erik 
Westergaard, Cristiano Marantes 

Apologies: Nil 

Out of scope
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5.3. There was a discussion about the timing of the proposed Code change, the risk of slippage, 
current market conditions and the risk of conditions worsening again. The Board discussed 
taking a phased approach to rolling back the changes and reasons for continuing to 
exercise discretion until the end of the week. 

5.4. There was a discussion about the industry feedback on the changes and the proposed 
content of the urgent Code. 

5.5. Staff described the trading behaviour they have observed for the various market makers  
and there was a general discussion about the risks and incentives for the market makers 
(regulated and commercial).  There was a discussion about the various regulators and their 
roles in relation to monitoring trading behaviour.  

5.6. The Board agreed that communication would be important and that a staged approach 
needed clear messaging that the market would return to normal next week and that urgent 
Code was scheduled shortly.  

5.7. The Board: 
(a) noted that guidance to market makers on how the Authority would be exercising its

enforcement discretion was communicated to market makers on 12 August 2024.

(b) approved changing the levels at which enforcement action would be considered
appropriate from 15% spreads to 8% spreads and total lot size each side from 12 lots
to 18 lots, with this change being applicable from 21 August 2024

(c) delegated authority to the Chair and Allan Dawson to finalise and approve the
communications informing the market makers of the changed levels referred to in
5.7(b)

(d) agreed that levels would be expected to return to normal on 26 August 2024

(e) delegated authority to Chief Executive in consultation with the Chair to approve and
execute variations to the following:

(i)

Out of scope 

s9(2)(b)(ii)

s9(2)(b)(ii)
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20 August 2024 

All Market Participants in the New Zealand Electricity Futures market 

[Via email] 

Update to guidance regarding temporary market making requirements 

Background 

I refer to my letter dated 12 August 2024. 
The forward market, traded on the ASX, is an essential part of risk management for electricity 
participants. An inability to access hedges in this market will increase costs and financial risks for 
participants and this will adversely affect consumers.  

In the lead up to 12 August the forward market was experiencing stress due to underlying physical 
conditions impacting prices in the spot market and several market makers were increasingly 
unable to fulfil their obligations to the standard specified under their contractual requirements and 
in the Electricity Industry Participation Code 2010 (Code). 

My earlier letter provided guidance on the Authority exercising its discretion not to take 
enforcement action on a temporary basis in relation to the failure to meet those contractual and 
Code requirements (12 August guidance), subject to certain conditions being met.  

The Authority assessed that the 12 August guidance was in the public interest in ensuring reliable 
supply in, and the efficient operation of, the electricity industry for the long-term benefit of 
consumers. The Authority stated this guidance would apply between 12 and 23 August 2024 (or for 
such shorter or longer period advised by the Authority). 

On 12 August (prior to trading in the ASX New Zealand electricity futures market) the ASX advised 
relevant participants that, with immediate effect from that day’s trading, the ASX incentivised 
scheme scheme would align with the amended settlings as per the 12 August guidance.  

Updated guidance 

Since the change in requirements was introduced market conditions have changed. Market makers 
are now consistently meeting their obligations and wholesale prices have fallen from the highs 
experienced in the week commencing 5 August 2024. 

The Authority intends to remove the 12 August guidance to reflect these different circumstances. In 
the interests of reliable supply and an efficient market, the Authority considers a staged approach 
is appropriate as follows: 

• As advised in my letter of 12 August, the temporary guidance on the exercise of our
discretion will end as at close of trading on 23 August 2024.

• From 26 August 2024 the requirements under the Code for market makers will be enforced.

• We will work with ASX to ensure that their requirements align.

• For the trading sessions on 21 to 23 August 2024 (inclusive) the discretion not to take
enforcement action will be subject to the following changed conditions:

(a) under cl 13.236L(1)(a);

o ensuring quotes are a minimum of 18 lots of buy orders and 18 lots of sell
orders for each of Ōtāhuhu reference node and Benmore reference node for the
current month and each of the five months following the current month;
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(b) under cl 13.236L(1)(b); 

o ensuring total quotes are a minimum of 18 lots of buys orders and 18 lots of 
sell orders for each of Ōtāhuhu reference node and Benmore reference node for 
each calendar quarter that is available for trade on an exchange; 

(c) under cl 13.236L(2)  

o ensuring that quotes provided do not have a bid-ask spread that exceeds the 
greater of 8%, or $6; 

(d) under cl 13.236L(3)(a); 

o ensuring that initial orders at or after the start of the market-making period are 
minimum quotes of 9 buy quotes and 9 sell quotes; 

(e) under cl 13.236L(3)(b); 

o ensuring that if the initial buy or sell order is fully traded then participants must 
volume refresh the order with a minimum of X = 18 quotes – total traded NZEF 

(f) otherwise complying with the requirements of the Code.  

We have undertaken a review over the last week into market participant behaviour and this has 
raised some concerns. We will be continuing to monitor this behaviour closely. 

We are progressing an urgent Code amendment to provide a more enduring solution for times of 
market stress and will keep the market updated on p ogress. 

 

Nāku noa, nā, 

 

 
 
Airihi Mahuika 

General Manager – Legal Monitoring & Compliance 

cc Anna Kominik, Chair, Electricity Authority 
 Sarah Gillies, CEO, Electricity Authority 
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