








Auckland International Airport Limited — Submission on the
Electricity Pricing Review

Introduction

1. Auckiand Airport owns and operates New Zealand's largest airport — a critical part of New
Zealand's transport infrastructure that connects New Zealanders to the world and provides
impertant connections between our cities and regions. Securily of electricity supply and other
supporting infrastructure is essential to the efficient functioning and growth of the airport (a
lifeline utility} and to more than 800 businesses that operate on and around the airpart precinct.
For this reason, Auckland Airport owns and operates a wide variety of utilities infrastructure —
including an embedded electricity distribution network as well as fuel, gas, water, wastewater,
stormwater, roads, and telecomrunications networks.

2. Auckland Airport's electricity network does not serve any residential customers. Qur electricity
customers are the range of businesses that operate within our terminals and the surrounding
airport precinct — as well as the core aeronautical functions provided by the airport company.
Given the importance of these core functions, Auckland Airport has strong incentives to ensure
that the services it supplies, including the supply of electricity distribution services, is of the
highest quality and priced efficiently.

3. Auckland Airport's distribution network is modern, with 100% underground lines. As with other
embedded networks, customers on our network choose their electricity retailer, who in turn
enter use of system agreements with Auckland Airport.

Differentiating distributors

4, Auckland Airport is are classified as an electricity a distributor under the Electricity Industry Act
2010, as a recent amendment to the Electricity Industry Act clarifies that the electricity
legislation (Act, Code and Regulations) applies to secondary network providers like Auckiand
Airport as if those providers were distributors.® Qur network does not meet the thresholds for
regulation under Part 4 of the Commerce Act.*

5. We think it is important for the Panel to be aware of secondary networks such as ours. The
drivers and incentives for quality and efficiency in our electricity network are very different to
the 29 distributors that are the focus of the Panel's work. If the issues are framed and
considered by reference to the traditional distributors only, there is potential for the Review to
pro: inintended and/or adverse oulcomes for secondary nelworks.

6. We are keen to avoid outcomes that constrain the ability of smali networks to pursue outcomes
in the interests of consumers, and the electricity sector more broadly. We are also keen to
avoid outcomes that might constrain our ability to have a network that supports resilience and
service continuity of our core airpor! functions. This is a key part of the reason why we have
decided to make this submission.

7. We note that the Panel is seeking to address questions of affordability and price for residential
consumers. Although cur distribution network is not part of the affordability problem that the
Panel is seeking to address, we believe that we {and secondary networks like ours) have the
potential to be part of the affordability solution through technological and business model
innovation over time,

3 Electricity Industry Act 2002, 5 131A.
* Electricity Industry Act, s 5. Commerce Act 1886, s 54C.
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generation and retail.” This means, for example, that we need to seek exemptions from the
Electricity Authority for some directors tc serve on our board, if they are also on the hoard of a
retailer serving customers on our network.®

We are concerned that we could be unduly hindered in developing or contributing to sustainable
energy solutions for the airport, local community/region and the broader electricity sector in the
future.

We note, for exampie, that if the Electricity Authority's proposal {o expand separation
requirements were applied without regard to the differing nature of distributors, Auckland Airport
would be restricted in its ability to innovate in a way that stretches outside of its ‘watertight
compartment ¥ Sugch a restriction may inadvertently harm consumers.

Such a restriction may also hinder Auckiand Airport's ability to develop sustainable solutions
for the envircnment. Sustainability measures are not new to Auckland Airport and are, in fact,
part of our daily decision making. For the past three years we have partnered with Energy
Efficiency and Conservation Authority (‘EECA”) to reduce our impact on the climate, and
decrease costs for our airline customers. The reduction in per-passenger energy use reduced
our carbon footprint by 22.6% over the past 5 years. New technology will allow us to do more
in the future, provided that regulatory settings provide the right flexibility for continued
innovation,

Regulation should be technology neutral

We agree that the electricity sector stands on the threshold of change, and that disiributors will
need to invest in new technology and infrastructure, to handle demand fluctuations."® Indeed,
distributors are very well-placed to continue to lead innovation in the sector, and we note that
the Panel has not addressed the potential for innovation by distributors in the same way it has
considered potential innovation by cther pariicipants.

We also invite the Panel o expand its consideration of potential new technologies — beyond
electric vehicles, solar panels and batteries ~ to innovative technology solutions that could
transform the way electricity is provided. This requires the Panel to avoid any technology bias
in Tavour of current high profile new products, and instead consider the whole ecosystem of
technology and energy.

We note, for example, as pari of Auckland Airport's partnership with EECA, we provided new
pov  units to allow aircraft to use eleciricity, than hydrocarbon-powered generaiors
when on stands. While this is not a measure that drives headlines, it is imporiant for the
development of an evolving sector.

We agree that new technology, and the electrification of the economy, offers big opportunities.
We cannot predict what future technologies will look like, or how this wili change the sector as
a whole.

But, in our view, regulation should not provide for specific technology solutions now, when all
parties are unaware of what technology may develop in the future. We encourage regulatory

T Electricity Industry Act, Part 3.
® Electricity Industry Act, s 77.

' Review Paper, at 81.

0 Review Paper, at 64.

"t Review Paper, at 8.
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approach risks creating winners and losers, and possibly hurting the most vulnerable.’® We
therefore agree with the Panel that careful and informed management is critical to mitigating
this risk.

In our view, it will be difficult to achieve ‘careful management’ of cost-reflective pricing without
changes to the way that meter and consumption data is controlled and shared. Currently, this
information is difficult to access given the way commercial arrangernents have been entered by
retailers.

We consider that metering data should be readily available on reasonabie cormmercial terms,
to allow us to properly manage our network.’® We support the idea of an open-access regime
for meter data with standardised terms and conditions for all parties.

Access to real-time usage data would allow us to understand loads, peak flows and constraints,
and would help us to:

a. ensure that pricing structures are more cost-reflective and efficient;

b. mitigate the risk of creating winners and losers across our commercial customers, and
allow us to participate in finding more equitable solutions across the industry; and

C. make informed and evidence-led decisions about future planning and investment in
network and infrastructure development, which would in turn help us to reduce our long-
term maintenance obligations, and associated costs {0 our consumers.

If the industry is unable to find workable soclutions to provide for equitable data access, then
regulatory intervention may be required.

Regulatory framework
Regulatory siructures

We are broadly comfortable with the current electricity regulatory framework and the division of
regulatory roles between the Commerce Commission, the Electricity Authority, and the Minister.
The respective roles of each regulator are well understood by industry participants.

Although there is no immediate need from our perspective, we are comfortable with ongoing
gonsideration of whether a single  Julator is appropriate for the energy industry, particularly
as the nature of the industry continues to change with new technology — provided that any
changes are designed to promote quality, proporlionate, cost-effective and fit-for-purpose
regulation.

Sociaf and environmental objectives

The Panel has asked whether the electricity requlatory framework should include environmental
and fairness objectives. Auckland Airport generally supports regulatory decisions that include
a balanced and fair consideration of the relevant context and the long-term implications for New
Zealanders.

¥ Review Paper, at 6.
"8 Review Paper, at 58.
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The Panel has raised some retrospectivity issues that arose out of the Transmission Pricing
Methodology Review (TPM Review), noting that it is “unaware of any other country undertaking
retrospective realiocation of past grid investments. indeed, some say retrospective reallocation
is the principal obstacle o progress on a new TPM."18

This is a good example of the dangers in seeking to impose retrospective regulation in any
sector — and of the type of obstacle that regulatory changes in other areas of the electricity
sector should seek to avoid.

Conclusion

Auckland Airport appreciates and thanks the Panel for the opportunity to be involved within the
Electricity Pricing Review, and supports the Panel's objectives.

We are happy to assist the Panel, should they have any further queries onissues raised in this
submission. We also look forward to further engagement during this process and with our fellow
sector participants in order to drive long-term value for our customers and communities.

¥ Review Paper, at 50.





















