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A. INTRODUCTION 

1. Waitaki Power Trust is a 100% Consumer Trust under the terms of the Part 4 Commerce Amendment 
Act 2008 and the Electricity Industry Act 2010. 

 
2. The five trustees hold, on behalf of consumers, 100% of the shares in Network Waitaki Limited, 

trading as Network Waitaki. 
 
3. Network Waitaki is an electricity distribution network business (EDB) which services approximately 

12,500 installation control points (ICPs). 
 
4. The network services a large rural area as well as small urban communities, the main centre being 

Oamaru, plus a large meat works, smaller industrial businesses and around 60,000 hectares of 
irrigation. 

 
5. Trustees of Waitaki Power Trust are responsible for monitoring the performance of the Company, 

appointing directors and ensuring that the benefits of Trust ownership of the Company are returned 
to consumers. 

 
6. Trustees are also bound by fiduciary duties by both the Waitaki Power Trust Deed and Trust law. 
 
7. The Trust operates with limited resources, does not have a head office and being a trustee or 

Secretary to the Trust is not a full time position, with all Trustees and the Secretary being either in 
full time work or involved in a wide range of unpaid community service. 

 
8. Waitaki Power Trust’s submission is based on the best interests of the consumers Trustees 

represent. 

 

B. THE LOW-EMISSION ECONOMY DRAFT REPORT 

9. The Trust’s submission focusses only on the section of the report relating to electricity and the 
electricity distribution industry. 

 
10. Trustees fully support proposals relating to promoting technology designed to reduce 

environmentally harmful emissions and commended Network Waitaki some 10 years ago for 
installing more expensive vacuum based transformers rather than oil based ones, at a new 
substation linked to a Transpower GXP at Weston. 

 
11. Recent electricity distribution network damage from earthquakes and major weather events 

hammer home the importance of provisions relating to the need for new EDB technology and the 
method for data collection and information sharing to be standardized. 

 
12. There is an important proviso here though, that any method relating to the collection of data needs 

to be such that the accuracy of the data collected is assured and cannot be challenged. 
 
13. The focus of the Trust’s submission however, relates to concerns Trustees have about the operation 

of the Electricity Authority.   The EA’s regulatory activities have a profound impact on the investment 
and consumption signals that electricity consumers and other electricity market participants receive.  
If the EA’s decisions and underlying processes are inadequate then this will lead to sub-optimal 
investment in energy efficient and demand-side technologies.  It will also contribute to investment 
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uncertainties and delays.  Accordingly, our submission focusses on current flaws in the EA’s decisions 
and processes. 

 
 
14. The points Trustees raise are from an electricity consumer perspective and also reflect the fact that 

consumers pay a levy on their power bill, initially identified as an ‘EA levy’ but more recently 
referred to as an ‘Electricity Market fee’, which funds the Electricity Authority. 

 
15. As an electricity consumer funded state entity, it really is important that the Authority is accountable 

and required to consider whether 
 

 The projects the EA engages in are cost efficient; 

 The regulatory processes the EA adopts are sound and of an appropriate state entity 
standard; 

 In the case of the EA review of the Transmission Pricing Methodology, whether the 
Authority complied with the terms of the methodology the Authority itself set, in the 2010 
Electricity Industry Participation Code; and 

 Whether the current transmission pricing methodology approved by the EA, is consistent 
with Section 15 of the Electricity Industry Act 2010 which sets out the objectives of the 
Authority. 

 
 
16. In short, Waitaki Power Trust’s focus is on regulatory reform to the extent that any proposed 

reforms the Productivity Commission recommend in its report to the Minister of Energy and 
Resources, is for the long term interests of consumers. 

 
 
 

C. THE ELECTRICITY AUTHORITY (EA) – AN EFFICIENT INDEPENDENT CROWN 

ENTITY – OR NOT 

1. The Electricity Industry Act 2010 charges the Electricity Authority with promoting competition in, 

reliable supply by, and the efficient operation of the electricity industry for the long term benefit of 

consumers (see section 15, page 20). 

 

2. In 2010 the EA released a breakdown of a power bill for a typical residential consumer using 8,000 

kW of electricity per year which included a cost for ‘electricity governance’. 

 

3. Since the EA is responsible for market governance, by monitoring how the electricity markets in New 
Zealand operate, it is pertinent to ask – does the EA itself always perform in an efficient manner? 

 
 
4. Trustees consider that question needs to be asked because of concerns they have about efficient 

data collection, cost efficiency and the dynamic efficiency of the EA’s performance and the effect 
regulatory efficiency has on the best interests of consumers. 

 
 
5. Elaboration of the three following examples illustrates our concerns.  
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Example 1 – What’s my Number campaign 
 
6. The first point to note is that ‘What’s my Number” campaign relates only to retail market customers 

a category which covers residential consumers and small business owners/operators. 
 
 
7. Secondly, to get an idea of the effectiveness and efficiency of the campaign, on the price of all 

electricity consumed annually, across all sectors in New Zealand, the EA tells us that in 2015, for 
example, 

 
“Residential consumption was 32% of the total electricity consumption”  (EA, How the 
Residential Electricity Market Performed in 2015, page 20/62). 

 
 
8. Trustees are also aware that domestic demand across New Zealand over the past decade has tended 

to be flat or falling at different rates, on a regional basis, due to better insulation of homes, more 
efficient electrical home ware and the use of gas for home heating and hot water. 

 
 
9. A third noteworthy point is that the EA’s method of collecting data about switching behavior does 

not relate to consumers per se, but rather, to the number of ‘installation control points’ (ICPs) the 
consumer has. 

 
 
10. The EA is clear on that point –  

 
“we use the term consumers to mean consumer connections or installation control points 
(ICPs).  We use the term ‘customer’ interchangeably with ‘consumer’ (ibid, page 6/62). 

 
 
11. Consequently, since the residential electricity market not only services household demand, but also 

small business enterprises, including farms,  for example, and the fact that almost all farms have a 
number of separate ICPs, the EA’s reported switching rates will include an unknown level of error. 

 
 
12. That point is also clear from the EA’s report that 
 

“In 2015, 417,784 consumers from all segments switched retailers ….  Of these 384,841 
were residential consumers.”  (ibid, 12/62) 

   
 
13. For the sake of accuracy, particularly with respect to providing accurate data to consumers, it is not 

appropriate to attribute the short fall of 32,943 between the maximum number of switches made in 
2015 and the lower number switching, identified as residential consumers, when switching rates 
are identified as a function of the number of changes per ICP. 

 
 
14. So far as data collection is concerned the EA has no knowledge at all, of how many ICPs a small 

business enterprise consumer, may own. 
 
 



5 
 

15. The fact is that by attributing a one to one relationship between ICPs and consumers, the EA’s 
reported switching rates will be significantly inflated. 

 
 
16. In addition to data collection since 2011, when ‘What’s my Number’ campaign was launched, the EA 

undertook at least two retail market customer surveys. 
 
 
17. The first, undertaken in January and February 2013 by UMR was reported on in a submission 

document – Retail Data Project Issues Paper, released in 2014. 
 
 
18. The EA’s purpose in releasing the Retail Data Project – Issues Paper was clearly stated in a Market 

Brief.  
 
 
19. Firstly, the Authority was  
 

“seeking feedback on issues relating to incomplete retail data”  (EA, Market Brief, 28 January 
2014, page 3/7) 

 
 
20. Perhaps, even more important, was the EA’s concern about 
 

“the lack of wide spread confidence that the retail market is competitive and delivering 
benefits to consumers” (ibid, page 3/7). 

 
 
21. After all, ‘What’s my Number’ had been launched three years back in 2011 and clearly, as the EA 

puts it, 
 

“most customers are still not motivated to spend much time investigating their energy 
options”  (EA, Retail Data Project Issues Paper, January 2014, page 7). 

 
 
22. For example, results from the UMR survey found that 
 

(a) 81% of residential consumers believe that reviewing which retailer is offering the 
best deal is worthwhile, but only 32% are likely to shop around compared to 40% 
who are not likely to do so. 

 
(b) 79% of small to medium enterprises (SME) believe that reviewing which retailer is 

offering the best deal is worthwhile, but only 13% were actively looking or intending 
to look in the next 12 months. 

 
(c) 8% of residential consumers say they change retailers often and will almost always 

take a better deal that comes along, while 69% had not switched in the past two 
years. 
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(d) There is a variation in the frequency of SMEs to change retailers, with farms less 
likely to switch (9% had switched in the past year) and 
manufacturing/industrial/engineering firms more likely to switch (21% had switched 
in the past year).  This is despite 70% of SMEs reporting that they consider electricity 
costs are significant compared to other overheads”.  (ibid, page 7) 

 
 
23. As a result, by 2014, the EA had reached the conclusion that while ‘What’s my Number’ campaign, 

aided by retailer marketing, had made residential and SME customers aware that they could change 
retailers to get a better deal, 

 
“awareness is only one aspect of a consumer’s decision making process.”  (ibid, page 7) 

 
 
24. As the second example, relating to the cost efficiency of the EA’s performance, concerns the  

Authority’s suggestion about how awareness can be harnessed to result in consumer action, we 
shall return to the EA’s conclusion above, later in this discussion. 

 
 
25. The EA’s second market survey was reported on in an assessment document ‘How the Residential 

Electricity Market Performed in 2015’, prepared by the Authority. 
 
26. In general terms, the results showed that ‘What’s my Number’ 
   

 “Continued to have good brand awareness, and in 2015 the website received 198,580 
unique visitors, … was used a total of 236,865 times ….  (and) 65% of consumers believe it is 
worthwhile viewing which provider can offer them the best deal, … (but) only 23% are likely 
to switch”.   (EA, How the Residential Electricity Market Performed in 2015, page 19, words 
in italics are our addition). 

 
 
27. Regional summaries for 2015 provide more detail about ICP switching rates for that year, along with 

regional switching rates over the last five years from 2011 to 2015. 
 
 
28. Across the sixteen regions in New Zealand, between 2011 when ‘What’s my Number’ was first 

introduced and 2015, averaged switching percentages ranged between 64% in Taranaki, to 45% in 
Bay of Plenty, Hawkes Bay and West Coast, averaging around 52% New Zealand wise. 

 
 
29. It is important to remind ourselves here that the switching information above is based on ICPs 

which do not equate on a per consumer basis. 
 
 
30. In terms of the average savings available from switching, figures ranged in 2015 across regional New 

Zealand from $134.96 per annum in Hawkes Bay to $331.25 in Bay of Plenty, averaging out across 
New Zealand at $174.86 per annum. (See ibid, page 30). 

 
 
31. Despite the level of potential savings in Bay of Plenty, in 2015 only 20.1% of residential consumers 

switched electricity retailers, with only 45% having switched in the last five years. 
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32. Both rates are at the lower end of the regional percentage switching scale which suggests that 
monetary factors alone, are insufficient to convert consumer awareness of potential savings from 
switching to a cheaper electricity retailer, into action. 

 
 
33. Never-the-less the EA’s current 2018 television media promotion of the ‘What’s my Number’ 

website continues to rely on the promotion of monetary benefit from switching retailer with a 
maximum of $250 in savings initially being available today. 

 
 
34. Two hundred and fifty dollars per year amounts to around $5.00 per week which is the approximate 

market price of one cappuccino or two ice creams or a little more than a kilogram of apples. 
 
 
35. To what extent would a $5.00 per week saving entice the bill-payer of a small to medium business to 

switch to another retailer? 
 
 
36. To what extent would a $5.00 per week saving to a low wage earner or, beneficiary with dependent 

children, be sufficient to have people lining up to change retailers? 
 
 
37. If the answer to those questions is ‘very little’, and the EA’s reported switching rates are artificially 

inflated, by counting switches of retailer per ICP rather than per consumer, then it is even more 
relevant that the cost-effectiveness of the EA’s ‘What’s my Number’ campaign is accounted for. 

 
 
38. Operational costs relating to 
 

 Website development and monitoring; 

 Television advertising including preparation of the advertisements; 

 Preparing, undertaking and writing up the results of surveys;  

 analysing, and organizing data for written reports, and so on, 
 
all come at significant cost. 

 
 
39. And, the paradox is, that over time, the extent to which ‘What’s my Number’ may be successful and 

residential retail electricity prices flatten or decreased, the switching savings available will also 
decrease. 

 
 
40. The reality is that electricity consumers are meeting the costs of the EA’s ‘What’s my Number’ 

campaign, successful, or not! 
 
 
41. With one or two exceptions, Pulse Energy, for example, all electricity retailers and so-called 

gentailers have the rate of shareholder return to satisfy which, with the absence of regulation, is an 
open-ended situation, such that Trustees make the following recommendation: 
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RECOMMENDATION ONE 
 
That the Productivity Commission require the EA to provide the information necessary to undertake a cost-
benefit analysis, in order to assess whether the Authority’s ‘What’s my Number’ project is cost efficient and 
is achieving the purpose it was established for, that is, to reduce the retail price of electricity available to 
consumers, on the residential electricity market. 
 
 
 
Example 2:  Retail data project – Issues Paper, March 2014 
 
42. At paragraph 20 and 21 above we identified the EA’s acknowledgement that the ‘What’s my 

Number’ promotional campaign was not having the results the Authority had anticipated, and was 
being paid for by electricity consumers. 

 
 
43. The challenge the Authority identified was how to transform a consumer awareness of the benefit 

of changing electricity retailer, into the decision by the consumer, to make the change. 
 
44. The Retail data project – Issues paper sought feedback on two types of issues. 
 
 
45. The first issue related to the effect of the following variables on consumer decision making: 
 

“incomplete retail data and the lack of … confidence that the retail market is competitive 
and delivering benefits to consumers”  (EA, Retail data Project Issues Paper, 2014, page 2). 

 
46 . In that context, the EA’s assessment of whether the ‘following matters impede competition in the 

electricity sector’ was to be commented on by submitters: 
 

(a) incomplete data available to the Authority and stakeholders …; 
(b) incomplete data available to consumers on retail tariff options and consumption …; 
(c) the complexity and uncertainty that arises from a lack of good quality centralized 

information …; 
(d) a lack of clarity around prices paid by consumers …; 
(e) a perception by consumers and observers that the existing market arrangements … are 

not delivering outcomes that are for the long-term benefit of consumers” (ibid, page 2). 
 
47. In addressing the issue of incomplete data on retail prices and costs, the Authority’s overall 

objectives included 
 

“promot(ing) efficiency by facilitating better decision making by the Authority, participants, 
consumers and policy makers”  (ibid, page 16). 

 
 
48. The second type of issue concerned 
 

“The Authority’s preliminary thinking about the initiatives that might address the issues 
identified”  (ibid, page 2). 
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49. The most significant solution  proposed by the EA related to discussion and schematic portrayal of 
how to directly improve competition by motivating consumers to move from awareness of a 
benefit, through to a decision to take steps to achieve the benefit. 

 
50. The EA acknowledged that the process proposed was drawn from research into methods of 

marketing and advertising effectiveness. 
 
51. In simple terms 
 

“the key stages of a consumer’s decision making process – awareness, understanding 
motivation and action – and the factors which influence a decision at each stage of the 
process (were outlined)”  (ibid, page 8 of 25, words in brackets our addition). 

 
 
52. Psychologists term the process the EA has outlined ‘behaviour modification’ through manipulation of 

cognitive factors. 
 
53. But, ‘behaviour modification’ practitioners are also aware that success is never assured because a 

person’s human characteristics determine which factors influence them to become sufficiently 
motivated to take action. 

 
54. In other words, no two people are the same so that ‘pushing the right buttons’ is more or less a 

matter of trial and error! 
 
55. Waitaki Power Trust submitted on the EA’s Retail Data – Issues Paper  
 
56. The Trust’s submission was generally critical of the EA’s investigative methodology. 
 
 
57. Our concerns related to a number of factors EA had based its arguments on, including 
 

 number of unstated assumptions and the extent to which the assumptions were ‘sound’ 
and/or reliable; 

 fallacious forms of argument, for example, if (a) then (b), therefore (b) or, alternatively, if (a)  
then (b), therefore (a); 

 an uninformed ‘tabletop’ account of human perception and decision making; and 

 an equally uninformed account of how consumer perception can be manipulated to achieve 
modified behavioural outcomes. 

 
 
58. Copies of the EA’s Retail Data Project – Issues Paper and Waitaki Power Trust’s submissions on it, are 

appended.  (See Appendix 6 and Appendix 7). 
 
 
59. The crucial question now is – was the EA’s Retail Data – Issues Paper a cost efficient project? 
 
 
60. Put simply, and in different words, was the project cost effective and did it 
 

 Meet the Authority’s three objectives for addressing the issue of incomplete data on retail 
prices and costs? (see page 16 of 25); 
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 Meet the Authority’s objectives for addressing the issue of incomplete data on tariff plans 
and tariffs?  (See page 18/25); 

 Meet the Authority’s objectives for addressing the issue of incomplete consumption data?  
(See page 20/25); and finally 

 Did the project benefit the long term interests of consumers? 
 
 
61. Apart from perhaps the project facilitating the Authority to become a better decision maker, and 

more effectively undertaking market and industry monitoring (see page 16), very few additional 
‘ticks’ could be given. 

 
 
62. The proposed behaviour modification processes relating to consumer decision making, schematically 

portrayed in Figure 2 on page 8 of the Retail data document, has disappeared into a black hole, 
along with the majority of the objectives the EA listed when considering ‘things the Authority might 
do’ to address issues relating to 

 

 “incomplete date on retail prices and costs …. 

 Incomplete data on tariff plans and tariffs …. 

 Incomplete consumption data …. (See ibid, Section 3, pages 16 to 22). 
 
 
63. On that basis, our recommendation is as follows: 
 
 
RECOMMENDATION TWO 
 
That the Productivity Commission assess whether the EA’s performance relating to the Retail data project – 
Issues Paper, was cost efficient, using the Authority’s Retail data project – Issues paper as the yardstick for 
assessment purposes. 
 
 
 

D. THE ELECTRICITY AUTHORITY (EA) – POOR REGULATORY PROCESS 
 
Example 1 
 
1. Two thousand and seventeen saw the release of the International Energy Agency’s (IEA) review of 

New Zealand’s energy markets and policies, along with comment and recommendations relating to 
electricity distribution development and the aspiration to increase renewable electricity supply to 
90% by 2025. 

 
2. Take home messages relating to the electricity distribution sector covered: 
 

• ownership and governance of EDBs; 
• impact of new technology; 
• current electricity distribution practices and performance, and how these could be 

improved; and 
• regulation 
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3. Put simply, the IEA’s main messages were: 
 

• That trust ownership and governance carries with it significant risk to efficient EDB 
performance (see IEA report, pages 150-153); 

• The introduction of new technology will result in a need for policy changes and increased 
regulation (ibid, 143-4); 

• The incorporation of new technology into electricity distribution networks and its availability 
to consumers will be best serviced, by a competitive market and, the transition of electricity 
distribution business activity away from a mixed model of competitive and non-competitive 
business activity, to a sole focus on the provision of non-competitive, fully regulated 
platform based services, alone. 

• Efficient competition requires a level playing field which cannot be justified in situations 
which allow 

 
“distributors to compete to provide retail products and services without effective 
regulatory constraints (which) could open the way for abuse of their natural 
monopoly position, possibly reflected in various forms of discrimination, market 
fore-closure and cost shifting”  (IEA, New Zealand 2017 Review, page 142, word in 
brackets our addition). 

 
 
4. Trustees are concerned that the EA’s wholesale buy-in to the views expressed in the IEA Report has 

resulted in what at best can be termed poor regulatory process. 
 
 
5. The extent to which the EA took on board views expressed in the IEA Report is exemplified by the 

key components of a consultation document ‘Enabling Mass Participation in the Electricity Market’ – 
released by the Authority on 30 May 2017. 

 
 
6. Excerpts include the EA’s proposal, to resolve the current potential for ‘un-level’ playing fields to 

occur in competitive markets, was to put in place regulations to prevent EDBs from participating. 
 
 
7. For example, such regulations would ban EDBs that currently own and operate related party 

businesses which participate in competitive markets, for example, related party businesses which 
service the company’s distribution network, from owning and controlling those aspects of the 
company’s business activity. 

 
 
8. The EA’s consultation document also sought comment on another proposal initially mooted by the 

IEA Report namely, the establishment of New Zealand’s current EDBs as neutral facilitators of 
platform based services. 

 
 
9. Under that proposal, competition could be enhanced by regulation to require EDB companies, that 

the EA considers currently have a privileged position, through controlling who uses the company’s 
network and in what way, to provide ‘open access’ to outside competitive businesses which trade in 
network support technology,  for example. 
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10. Among the thirty nine submissions received, it was unsurprising to find that generator/retailers and 
a range of other independent competitive businesses, favoured regulation to ensure that all current 
EDBs are transformed into platform service providers, through complete ring fencing between an 
EDB’s regulated and non-regulated business activity. 

 
 
11. The unfortunate fact is however, in basing the content of the ‘Enabling Mass Participation’ 

document on recommendations in the IEA Report, to an extent that is obvious, the Authority failed 
to check the soundness of the IEA Report’s arguments and whether they were evidence based. 

 
 
12. Energy Trusts of New Zealand (ETNZ), to which Waitaki Power Trust is affiliated, challenged the 

scientific veracity and soundness of the IEEA Report and commissioned Professor George Yarrow, 
from Oxford’s Regulatory Policy Institute, UK, to evaluate the IEA’s 2017 New Zealand Review. 

 
 
13. Professor Yarrow takes the IEA to task on a number of critical points including: 
 

• “Argument by insinuation 
• Unexamined counterfactuals 
• (The use) of a ‘static’ analytical framework for tackling a set of dynamic economic issues. 
• The suggestion of excessive fragmentation of EDBs in New Zealand 
• Economies of scale in electricity distribution 
• EDB ownership and governance”   (Prof. G Yarrow, The International Energy Authority’s 2017 

Review of New Zealand 2018). 
 
 
14. Prof. Yarrow’s concluding thoughts are relevant here – 
 

“It should be clear … that I do not have a high opinion of C7 (Chapter 7, special focus 2: 
Electricity distribution development).  The IEA is barking up the wrong tree in the first place 
and it is clearly no fan of diversity and experimentation.  I would not … use … (the) label of 
rational bureaucrats as a label for its agents because there is little that is rational about 
moving from ‘concerns’ to recommendations with minimal contact with evidence and 
reasoning on the journey between the two”  (ibid, page 21, words in brackets our addition). 

 
 
15. Waitaki Power Trust agrees. 
 
 
16. Sound reasoning does indeed, require more than innuendo. 
 
 
17. Trustees’ concern is the fact that the EA failed to evaluate the soundness and scientific credibility of 

the IEA’s contentions provides evidence that the Authority needs to do better,  its processes are not 
up to standard. 

 
18. A consequence of EA’s proposal in its ‘Mass Participation’ submission document to completely 

separate an EDB’s network and capital work business from network operation would be costly from 
a consumer perspective as it is only the network operators who know when and where faults occur 
and generally what needs to be done to fix them. 
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Example 2 
 
18.  The EA’s failure to follow sound process prior to releasing the ‘Mass Participation’ document, 

provides a second example of poor regulatory process. 
 
 
19. In the preface to the ‘Mass Participation’ submission document the EA acknowledges that while 

submitter comments are important, the key question before outcomes from the submission process, 
combined with EA’s views, can be implemented, is  

 
“What, if any changes to the rule-book – the Electricity Industry Act 2010 and the 
Electricity Industry Participation Code 2010 – may be necessary.”   (Electricity Authority, 
Enabling Mass Participation in the Electricity Market, page ii). 

 
 
20. The Authority is obviously clearly aware, that the Electricity Industry Act 2010 is, in effect, a doubled 

edged sword. 
 
 
21. On the one hand, Part 3 and Schedule 3 of the Act is an advantage as it permits the EA to put in 

place regulatory provisions for ring fencing of an EDB’s non-regulated business activity from activity 
by the company’s regulated electricity distribution network. 

 
 
22. On the other hand, however, the 2010 Act repealed the Electricity Industry Reform Act 1998 (see 

page 106) which required local government owned and Electricity Distribution Network Companies 
to sell, or otherwise dispose of, all assets, goods or services which had been provided and/or owned, 
with the exception of one, and only one, business component which the company decided to retain. 

 
 
23. With the repeal of the 1998 Act, government re-opened the door in the 2010 Electricity Industry Act, 

for EDB businesses to establish a limited range of related party business activity, if they so choose. 
 
 
24. Today, many of the majority and 100% consumer trust owned EDBs affiliated to ETNZ own a range of 

competitive businesses from electricity generator/retailer businesses to network serving businesses 
such as glove and barrier lines teams and electricity network operations/businesses. 

 
 
25. EA is well aware of that fact and the fact that no public move has been made by any party to amend 

the 2010 Electricity Industry Act in the direction required by the EA, in the event that electricity 
distribution network companies’ business activity is to be regulated, in the manner proposed by the 
Authority. 

 
 
26. Despite the inconsistency between the legislative situation and the Authority’s objectives for 

promoting competition by regulation that requires for a complete legal separation of EDBs’  
regulated and competitive business activity, the Authority’s goal remains unchanged. 
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27. On the 26 March 2018 the EA stated publically, about their plan to reorganize the way in which New 
Zealand EDBs currently operate, commenting that 

 
“some distributors are likely to resist the Authority’s attempts to enable other parties to 
provide batteries and control systems for demand response on their networks, effectively 
in competition with those distributors.”  (Electricity Authority, Adjusting the New Zealand’s 
Electricity Future, 26 March 2018, page 6). 

 
 
28.         That statement is simply out-of-place, since the EA’s hands are tied by provisions in the 2010  
               Electricity Industry Act.   What the EA is talking about above in assertive terms, is a proposal, no 

more than that. 
 
 
29. Further, Trustees note a second legislative requirement which would stand ahead of the EA’s 

proposals to use regulation to control EDB business activity. 
 
30. Section 37 of the Energy Companies Act 1992 relates to ‘Directors and their role’ and includes the 

following provision. 
 

“All decisions relating to the operation of an energy company shall be made by or pursuant 
to the authority of the directorate of the company in accordance with the statement of 
corporate intent, if any.”  (Energy Companies Act 1992, 37 (3), page 24) 

 
31. Trustees remain uncertain as to whether Clause 37 (3) of the 1992 Act has been revoked by 

subsequent legislation, but what is clear is that if that clause stands then regulatory control of EDB 
business decisions could not occur. 

 
32. The Authority needs to be aware, that majority and 100% trustee shareholders, of EDBs in New 

Zealand will seek to be involved in the event that government considered amending relevant Acts to 
resolve the issues highlighted above. 

 
 
33. Trustees consider that the recent words by the Authority cited above in point No. 27, in the 

complete absence of legislation change, illustrate more than poor regulatory process. 
 
 
34. Rather, the situation outlined above tends to suggest a complete disregard for the need to follow 

sound, generally acceptable standards of regulatory process that electricity stakeholders, such as 
Trustees of consumer trust owned EDBs, would require. 

 
 
 
RECOMMENDATION THREE 
 
That the Productivity Commission’s Report to the Minister of Energy and Resources, Research, Service and  
Innovation and draws attention to the standard of the Electricity Authority’s performance identified above  
and queries whether the term ‘poor regulatory process’ are justified. 
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E. THE ELECTRICITY AUTHORITY TRANSMISSION PRICING METHODOLOGY 
REVIEW – POOR REGULATORY PROCESS OR A BREACH OF THE ELECTRICITY 
INDUSTRY CODE 2010? 

 
35. Is the Electricity Authority’s handling of its proposed review of the approved Transmission Pricing 

Methodology (TPM) just another example of poor regulatory process, or indeed, is it a breach of the 
requirements the EA must follow when initiating a review of an approved transmission pricing 
methodology? 

 
36. The Electricity Industry Participation Code 2010 (Participation Code 2010) allows that 
 

“The Authority may review an approved transmission pricing methodology if it considers 
that there has been a material change in circumstances.”   (EA Participation Code 2010, 
12.86, page 38). 

 
 
37. Step 1 is that the EA must prepare and consult on an “issues paper” relating to 
 

“(a) the process for development and approval of the transmission pricing methodology; 
 and 
(b) the guidelines to be followed by Transpower in preparing a methodology for allocating 
Transpower’s revenues to designated transmission customers”  (ibid 12.81, page 37). 

 
 
38 Additionally, 

“Within 20 business days of the submission expiry date (or such longer period as the 
Authority may allow), the Authority must complete its consideration of all submissions it 
receives on the issues paper (ibid, 12.82 (3), page 37). 

 
 
39. Further, according to Clause 12.83 of the Participation Code 2010 

“After consideration of submissions in clause 12.82 (3) the Authority must, as soon as 
reasonably practical, publish – 

 
(a) the process for the development of the transmission pricing methodology; and 
(b) any guidelines that Transpower must follow in developing the transmission pricing 

methodology”.  (ibid, 12.83, page 37). 
 
 
40. On 17 May 2016 the Authority publically initiated the process for reviewing the current and 

approved TPM by releasing a ‘Transmission Pricing Methodology: Second Issues Paper’, for 
consultation. 

 
41. Waitaki Power Trust’s submission on the Authority’s TPM Issues Paper is dated 26 July 2016. 
 
 
42. Several submitters challenged the veracity of a cost benefit analysis that formed part of the 

submission document, which the Authority had commissioned an Australian company to undertake, 
to support the economic gains resulting from the proposed changes to the current methodology, the 
Authority was considering. 
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43. Others, mainly in the North Island, strongly rejected the proposal which would have resulted in 
North Island consumers paying a fair share of the costs to export South Island generated hydro 
power across Cook Strait and transmitting it to, and north of Auckland. 

 
 
44. Hence, the following announcement by the Authority on 29 November 2016, six months after 

initiation of the TPM review. 
 

“In the 18 October 2016 edition of Market Brief we indicated that we would release a 
response to submissions on the 17 May 2016 Transmission Pricing Methodology (TPM) 
Second Issues paper, on 6 December 2016.  We have decided to postpone the release of 
that document.”  (EA Market Brief, 29.11.2016.  See also ibid, 6 December 2016.) 

 
 
45. Following an EA announcement of further delays in advancing its TPM revision package, Transpower 

stepped up as the affected party and, in May 2017, announced it was considering whether it should 
carry out an operational review, in an attempt to improve its existing pricing methodology. 

 
 
46. The EA supported Transpower’s operational review, but in January 2018, Transpower announced 

that it will not proceed with the review. 
 
 
47. Meanwhile, the EA has remained silent on TPM matters, until June this year, that is, two years since 

the release of the TPM second issues consultation document! 
 
 
48. Amazingly and completely out of ‘left field’ an EA Market Brief released on 26 June 2018 included 

the following statement under the heading  
 

“Update on our transmission pricing methodology (TPM) review.  The Electricity Authority 
has released the next steps for its review into transmission pricing guidelines.  We will 
provide stakeholders with advance warning of when we will issue our proposal for 
consultation.  We expect to provide another update in December 2018.”  (EA Market Brief, 
26 June 2018, page 3, see Appendix 6). 

 
 
49. According to the Authority’s CEO, Carl Hansen, as of 26 June 2018 the Authority is: 
 

• In the middle of securing consultants to undertake a new cost benefit analysis; 
• Has, over the past year reviewed all aspects of its work on transmission pricing; 
• There is understanding of the need for a “benefit based” approach to operating the grid 

fairly.  (Energy News interview with the EA’s Carl Hansen, 26 June 2018) 
  
 
50. Trustees can but reflect on the saying ‘what a difference a day makes’! 
 
51. Never-the-less, as we saw above, the EA initiated the process for reviewing the approved TPM in 

May 2016 and, following the closing of submissions, the Participation Code 2010 requires that the EA 
must, as soon as practical, publish the process and guidelines that Transpower must follow in 
developing a TPM.   
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52. The question of whether the EA breached the terms of the Participation Code 2010 hangs on the 
issue of determining what passage of time constitutes ‘as soon as practical’. 

 
 
53. We leave that for the Productivity Commission and the Minister of Energy to decide. 
 
 
 

F. THE ELECTRICITY AUTHORITY AND THE TPM – FAIRNESS AND EQUITY ISSUES 

 
54. The current transmission pricing methodology has embodied gross unfairness and inequity since 

prior to 2010 which has been a long standing concern for Trustees of Waitaki Power Trust, who both 
represent and are fully committed to, always working for the best interests of Network Waitaki 
consumers. 

 
 
55. Yet the current TPM was not only fine-tuned but also approved by the EA under the transitional 

terms and conditions of the 2010 Electricity Industry Act, relating to the demise of the Electricity 
Commission and the establishment of the Electricity Authority. 

 
 
56. The EA’s proposed new methodology for Transpower to follow, in their review of the current 

approved TPM, included a new area of benefit charge introduced as a foundation principle in the 
Authority’s 2016 TPM Second Issues paper but the concept of ‘fairness’ was not apparent. 

 
57. Rather the ‘area of benefit’ charge was outlined by the EA and expressed in straight financial terms 

as ‘those who benefit need to pay’ which is the philosophy behind the ‘user pays’ principle. 
 
 
58. Undoubtedly however, the consequence (perhaps unintended), of widespread incorporation of an 

‘area of benefit’ charge for transmission services would be a de-socialisation of existing core grid 
charges across the board to not only all inter-connected EDBs, but also EDBs directly connected to 
transmission services via small auxiliary transmission networks.. 

 
 
59. Minister of Energy, Dr Megan Woods, has pitched the focus of the current Ministerial review of 

electricity beyond the realm of solely financial matters. 
 
 
60. The overarching objective of the electricity price review is couched in ethical and social terms of 
 

“ensuring that the New Zealand electricity market delivers efficient, fair and equitable 
prices”.  (MBIE, terms of reference for the electricity price review, page 1). 

 
 
61. Government is to be applauded for introducing ‘fairness’ and ‘equity’ requirements for the price of 

electricity across, and within, the various consumer sectors, in New Zealand. 
  
 
62. As we saw above, our discussion on electricity prices to residential, commercial and industrial 

consumers, let alone the cost paid under contract by large users such as the Bluff aluminium smelter 
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focussed on the disparity and inequity of price of electricity paid by residential consumers in 
particular, compared with commercial and industrial customers, an inequity which has been obvious 
since the late 1980s, and which persists to this day. 

 
 
63. Lack of fairness and its corollary, inequity, is a hallmark of the EA’s approved present transmission 

pricing methodology, too. 
 
 
64. That fact was publically noted just last week by the Authority’s Chief Executive, Carl Hansen, both in 

daily newspapers and reported in Energy News, following an interview with Hansen. 
 
 
65. According to Energy News, Hansen 
 

“says the board … has taken a lot of time to understand the proposal (ie changes to the 
TPM) and the need for a “benefit based approach” to allocating the costs of operating the 
grid fairly”  (Felicity Wolfe, Energy News, 26 June 2018, page 1/3, words in brackets added). 

 
 
66. The Otago Daily Times also reports the EA Chief Executive, Carl Hansen as saying 
 

“the current methodology had several very unsatisfactory features.  One of them is that 
parties benefitting from transmission upgrades don’t pay for the full cost of those 
upgrades, and parties that don’t benefit at all are paying for them”.  Otago Daily Times, 27 
June 2018)  

 
 
67. Trustees of Waitaki Power Trust have been aware for many years that any statement along the same 

lines as that above sells short, the true extent of the so-called, ‘unsatisfactory features’ of the EA’s 
currently approved TPM which are more accurately described as crassly unfair and inequitable. 

 
 
68. The point can appropriately be made by way of a ‘close to home’ account of the situation Network 

Waitaki consumers find themselves in with respect to Transpower’s authorized full cost recovery 
associated with the operation, maintenance and capital upgrade work on its transmission 
network.  

 
69. To facilitate understanding of the TPM from the position that Network Waitaki and its consumers 

find themselves in, it is important to note New Zealand’s transmission network is made up of at least 
three different types of network components. 

 
70. These are the core grid, the Cook Strait cable and lower voltage area or regional transmission 

networks, which provide transmission services to either only one or two EDBs. 
 
71. The Participation Code 2010, clearly states that following the EA’s approval of the TPM, Transpower 

must 
 

“(a) develop and publish transmission prices consistent with the transmission pricing 
methodology  based on its total revenue requirement for connection to or use of 
the grid”  (Electricity Industry Participation Code 2010, 12.96, page 90). 
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72. It follows from the above requirement that the TPM will have at least two categories of charges, one 
for connection to the grid, the other for use of the grid. 

 
73. A third category of charges relates to capital work undertaken on any part of the transmission 

network. 
 
74. In the Lower Waitaki/South Canterbury area, both Network Waitaki to the south of the Waitaki River 

and Alpine Energy to the north, are not connected to the core grid at all, but to a lower voltage 
regional transmission network at Waitaki Dam. 

 
75. Between Waitaki Dam and the coastal village of Glenavy, electricity to both EDBs is transmitted by 

the same Transpower assets. 
 
76. Consequently both EDBs share the Transpower charges, on a pro-rata basis, of the associated 

connection fees and the use of the lower voltage transmission assets which cover Transpower’s 
costs for the operation and maintenance of that section of its Lower Waitaki/South Canterbury 
transmission network. 

 
77. The transmission between Glenavy and Oamaru only supplies electricity to Network Waitaki’s grid 

exit point at Transpower’s Weston sub-station. 
 
78. Consequently, according to approved TPM requirements, Network Waitaki, and ultimately, the 

Company’s consumers, pay Transpower’s full operational and maintenance costs for the use of the 
Transpower assets which is a straight ‘user pays’ situation. 

 
79. Charges associated with any capital work by Transpower either on the shared section of the low 

voltage transmission network from Waitaki Dam to Glenavy or the section which supplies only 
Network Waitaki are to be met, on the same basis as above, that is user pays shared costs. 

 
80. In other words, Network Waitaki and its consumers would be required to meet the full costs of any 

capital work carried out by Transpower, on that section of the transmission network which runs 
between Glenavy and Oamaru, again a straight user pays scenario. 

 
81. By way of contrast, while EDBs and larger businesses that are connected to the core grid are charged 

the appropriate connection fee, while operational and maintenance charges for ‘use of the grid’ are 
socialized across electricity EDBs and ultimately their consumers New Zealand wide  

 
82. The same socialization of charges applies with respect to capital works on the core grid and inter-

connection assets. 
 
83. As a consequence, Network Waitaki consumers not only are required to pay the full costs associated 

with the operation and maintenance of a section of a Transpower sub-transmission network, with 
the exception of the shared cost situation with Alpine Energy, but also a share of the socialized cost 
of interconnection charges and a share of the socialized capital costs of upgrades on the core grid 
and interconnection assets. 

 
84. If that situation does not constitute an example of gross unfairness and inequitable treatment of a 

sub-set of New Zealand’s electricity consumers, then Trustees are uncertain as to what would. 
 
85. Further, Network Waitaki and Alpine Energy are not the only EDBs in New Zealand serviced by a 

lower voltage regional transmission network. 
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86. Whether consumers in other parts of the country realize it or not, their situation with respect to the 
current approved TPM is the same as ours. 

 
87. In that context, it is important to note that 
 

“the purpose of the transmission pricing methodology is to ensure that, subject to Part 4 of 
the Commerce Act 1986, the full economic costs of Transpower’s services are allocated in 
accordance with the Authority’s objective in section 15 of the Act”.  (Electricity  
Industry Participation Code 2010, 12.78 page 36, see also ibid, Section 12.79).   

 
88. Regardless of the details of the Authority’s legislative objective, the key aspect of the EA’s objective 

is the manner in which the details are to be applied which must be 
 
  “for the long-term benefit of consumers”  (Electricity Industry Act 2010, 15, page 20). 
 
 
RECOMMENDATION 
 
That the Productivity Commission takes the issues of unfairness and inequity, built into the model that the  
current approved Transmission Pricing Methodology is based on, to the Minister of Energy and enquire  
whether there could be a Ministerial recommendation to the EA, that all steps be taken to ensure that the  
EA’s recently announced intention, to continue with the TPM review, will be based on a new set of  
foundation principles that exclude the embodiment of unfair and inequitable financial terms, in a  
replacement TPM. 
 
 
 
Thank you for considering the points Trustees have raised. 
 
 
 
Dr Helen Brookes 
Chairman 
Waitaki Power Trust 
 
12 July 2018 


