
2021/22 2022/23 2030 SUCCESS

Generation 
investment and 
reliability 

Transformational project: Receive and respond to advice from 
the Market Development Advisory Group on market operation 
and investment with 100% renewable electricity, including 
options to improve market arrangements if required

Review the processes for responding to a security of supply 
event, including working with the system operator to ensure risk 
modelling is fit-for-purpose

Transformational project: Implement real-time pricing so that 
participants have certainty and accuracy on prices

Identify barriers to the connection and operation of renewable 
generation to improve market participation

System security 
and resilience 

Transformational project: Investigate how the stability, security 
and resilience of the electricity system may evolve over the 
long-term, when risks and opportunities may emerge, and how 
and when these risks should be addressed

Enable new technology, like batteries, to participate in the 
reserves market to increase the range of technology that 
can support system stability

Implement extended reserve to enhance the electricity system’s 
ability to recover from significant loss of supply

Review of 9 August 2021 peak demand event

Support distributors to host new technology on their networks 
while maintaining a reliable supply to consumers

Distributed 
energy resources 
integration and 
investment 

Transformational project: Identify the critical current and 
emerging issues on the distribution network, and develop a 
range of options to address them. Includes consideration of the 
Innovation, Participation and Advisory Group’s equal access, 
input services and demand response related advice.

Implement a low-cost means of enabling distributed demand 
flexibility within the real-time pricing environment

Efficient network 
infrastructure 
investment and 
operation

Transformational project: Develop and implement a new 
transmission pricing methodology

Transformational project: Progress reform towards efficient 
distribution pricing

Monitoring, 
compliance, and 
enforcement

Review the wholesale market to ensure that prices are 
competitive

Implement the reform of the trading conduct rules, so that 
behaviour is consistent with the rules 

Develop and activate a risk-based compliance monitoring framework
to boost the Authority’s compliance and enforcement functions

Develop and activate a new compliance strategy to promote 
industry compliance

Review internal transfer pricing and whether generator-retailers 
should be mandated to disclose their pricing

Improve availability of thermal fuel information by ensuring 
participants disclose more information for the wholesale market

Increase reporting on wholesale market prices so that 
information is transparent and accessible

Risk management 
through the 
transition 

Enhance the hedge market by reforming current market-making 
arrangements and introducing commercial market-making

Review and enhance the range of risk management tools 
available considering new and evolving risks to purchasers and 
sellers in the wholesale market

Audit and refine the existing stress test to ensure they remain fit 
for purpose in a world of increased volatility 

Energy transition roadmap
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Supporting an efficient transition to a low-emissions energy system

New Zealand has committed to achieving net zero emissions by 2050, with the Government aspiring to achieve 100% renewable 
electricity by 2030. Heating and transportation in New Zealand will need to be electrified. The significant increase in demand for 
electricity will require large quantities of new renewable electricity generation, increased use of distributed energy resources, 
new ways to participate and more participants – changing the dynamics of the electricity system and markets. 

As the regulator of New Zealand’s electricity system, our work provides an important platform for the country’s aspirations. 
Low-emissions energy is one of our five key strategic ambitions, and we are working to ensure the transition is as efficient 
as possible while maintaining energy security, system adaptability, and affordable electricity for consumers.

Ināia tonu nei: 
A low emissions future 
for Aotearoa

The Climate Change Commission 
has released its final advice to 
Government on the steps New 
Zealand must take to drastically 
reduce greenhouse gas emissions 
and address climate change. 

The Electricity Authority has a role 
to play in this shift as it is 
responsible for the reliability, 
efficiency, and competitiveness of 
the electricity system. 

We are supporting the transition to 
an “abundant, affordable, and 
reliable” supply of renewable 
electricity so that New Zealanders’ 
lives, prosperity, and environment 
are enhanced through electricity.

Alignment to Recommendation 20: 
Decarbonise the energy system 
and ensure the electricity sector 
is ready to meet future needs:

www.ea.govt.nz

Lower costs for consumers

Enough electricity to 
keep the lights on

Support New Zealand’s 
transition away from fossil 
fuels without compromising 
reliability and security

Ensure that the investment 
environment for renewable 
generation is supportive 
and competitive

Prices are 
efficient and 
cost-reflective

System secure and remains 
resilient to short-term 
fluctuations and shocks to 
demand, supply, transmission, 
and distribution

All consumers benefit 
from efficient investments 
in distributed energy 
resources, not just those 
who invest in them

Provides value to consumers 
by ensuring distribution 
network settings are fit for the 
future, support competition 
and as a result, provide more 
choice for consumers

Right investment in electricity 
infrastructure made in the 
right place at the right time.

Captures the benefits of new 
technology and innovation, and 
ensures better investment in 
transmission distribution and 
generationBetter signals of the true 

cost of network use, and 
better use of the grid and 
regional distribution network

Supports consumers to 
have trust and confidence 
in the electricity system to 
transition to a low 
emissions economy

Improves participant 
conduct and 
compliance

Ensures healthy 
competition is 
maintained

 20.1
Develop and 
implement a national 
energy Strategy

 20.2
Scale up investment 
in energy efficiency

 20.3
Support the evolution 
to a low-emissions 
electricity system

 20.4
Design regulatory 
settings that meet 
the needs of diverse 
communities

 20.5
Enable a fast-paced 
and sustained build 
of low-emissions 
electricity generation 
and infrastructure

 20.6
Assess 
consequences of 
significant changes 
in the balance of 
supply and demand 
of electricity

Efficient transition to a low-emissions energy system: 
“abundant, affordable and reliable” electricity

Authority decides on new TPM

Review in 
progress

Publish new guidance on efficient 
distribution pricing

Internal 
workshops

Publication of report 
on contract prices

and generation costs 

MDAG develops problem definition, options and recommendations Authority responds, with options development as required

Confirm issues & 
opportunities 

Completion of 2021/22 quarterly stress tests, 
and audit of selected participants

Identification of risks and opportunities

Conduct review and identify 
improvements for future years Implement changes/improvements identified

Identify and triage material 
barriers Undertake workstreams to address barriers

Monitoring of indicators of future security and resilience

Development of roadmap of future work Joint execution of roadmap activities with system operator

Investigate opportunities for other tech to participate in ancillary service 
markets (subject to roadmap on future security and resilience)

SO to review current 
AUFLS arming levels

Assess options to determine the 
preferred approach

Develop and implement 
preferred option(s)

Transpower calculates new prices 
and notifies customers

Decision and work with distributors to refine distribution pricing

issues paper 
consultation

Review submitted to Authority Board

Pilot testing Complete design and 
Implementation New framework live

New compliance strategy 
submitted to Authority Board

External 
consultation

Generator retailers to report their internal transfer 
pricing and for retailers to report gross margins

Sensitivity of wholesale spot prices to small perturbations in demand
Hydro storage and its correlation with wholesale spot prices and ASX futures prices
Decomposition of spot prices into constituent components 
Concentration ratios by participant in energy, reserve and frequency keeping markets 
Water values by reservoir (in support of trading conduct monitoring)

Implement changes/improvements identified security of supply event review

First iteration of commercial Market 
Making Scheme commences

Appropriation 
request considered 

by Cabinet

Enable grid-scale energy storage systems 
to participate in reserves market

Real-time pricing implementation activities Real-time pricing live

Voluntary EV 
& Heat pump 
standards

New hosting 
capacity 
Code

Updated 
inverter 
standard

System operator (SO) to manage distributor 4-block AUFLS transition (2025)

Distributed flexibility resource offer functionality 
(Dispatch Notification) live

New prices 
take effect

New trading conduct rules in effect + ongoing monitoring

Implement Code obligation

Publication of further 
reporting on EMI platform

RFPROI

Discussion 
paper and 
next steps

Real-time pricing implementation activities

New entrants can compete 
on a level playing field with 
established participants

Forward work programme expected to arise from the review, to be determined 
(Subject to consultation submissions)

Implementation of recommendations from phase 1 
review. Phase 2 review underway

Phase 
1 Implementation of recommendations from phase 2 review

Standards are in place to 
ensure reliability is 
maintained as DER on the 
network increases

Competition between distributed 
energy resources and established 
technology solutions is enabled

Supports consumers’ ability 
to participate, control their 
energy use, and contribute to 
NZ emission reduction

Enables participants to 
manage the evolving risk of 
market participation and 
trade with confidence

Project Complete. Participants to report quarterly on 
how they are meeting their disclosure obligations
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