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Cabinet Economic
Development Committee

Minute of Decision

This document contains information for the New Zealand Cabinet. It must be treated in confidence and
handled in accordance with any security classification, or other endorsement. The information can only be
released, including under the Official Information Act 1982, by persons with the appropriate authority.

Electricity Authority Levy Increase: Funding the Commercial Market-
Making Scheme

Portfolio Energy and Resources

On 22 September 2021, the Cabinet Economic Development Committee:

1

noted that the Electricity Authority is an independent Crown entity responsible for
overseeing and regulating the New Zealand electricity market;

noted that one of the Electricity Price Review’s recommendations was to introduce
mandatory market-making obligations unless the electricity sector developed an effective
incentive-based scheme;

noted that the Electricity Authority has since worked with market-makers to improve the
performance of the wholesale market, and the next step to enhance performance is to
establish a commercial scheme where commercial market-makers receive payment for
services provided;

noted that the commercial market-making is expected to cost about $14.4 million per year,
and the first annual contract will span three months of 2021/22 and 9 months of 2022/23;

noted that to deliver the commercial market-making scheme without delay, the Electricity
Authority needs an “out of cycle” increase to its 2021/22 appropriation as the Minister of
Energy and Resources has already agreed to its appropriation for 2021/22;

noted that the Electricity Industry Act 2010 and the associated levy regulations provide for
change to be made to the appropriation and levy rates during a financial year following
consultation;

noted that the proposed increases are cost neutral to the Crown as the costs will be
recovered through an increase to the existing levy on electricity industry participants;

agreed to an “out of cycle” appropriation increase of $3.6 million in 2021/22 so that
delivery of year one of the commercial market-making scheme can commence;

agreed to an annual appropriation increase of $14.4 million from 2022/23 (which includes
$10.8 million in 2022/23 for the remaining cost of year one of the scheme) to provide
funding certainty for the Electricity Authority;

9ly8u05jff 2021-09-28 16:51:53 IN CONFIDENCE



IN CONFIDENCE
DEV-21-MIN-0180
10 noted that the Electricity Authority may increase the level of commercial market-making
services in future, but that this would follow consultation with levy payers on the associated
cost and a recommendation to the Minister of Energy and Resources on its annual
appropriation;

11 approved the following changes to appropriations to give effect to the decisions in
paragraphs 8 and 9 above, with no impact on the operating balance and net core Crown debt:

$m - increase/(decrease)

2025/26

Vote Business, Science and Innovation | 0405 | 5022/23 | 2023/24 | 2024/2025 | and
Minister of Energy and Resources outyears

Non-Departmental Output Expenses:
Energy and Resources: Electricity Industry 3.600 | 14.400 | 14.400 14.400 14.400
Governance and Market Operations

Total 3.600 | 14.400 | 14.400 | 14.400 14.400

12 agreed that the changes to the appropriation for 2021/22 above be included in the 2021/22
Supplementary Estimates and that, in the interim, the increases be met from Imprest Supply.

Gerrard Carter
Committee Secretary
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