Submission on Commerce Commission
Draft Decision for Auroras CPP
The CPP is being carried out under Part 4 of the Commerce Act 1986. Section 52A, Purpose of Part of
the Act states the purpose of Part 4 is to promote the long-term benefit of consumers in markets
referred to in section 52[monopolies] by promoting outcomes that are consistent with outcomes
produced in competitive marketsl.
Therefore, one would expect that decisions made by the Commerce Commission would have to be
justified against the "Purpose of Part":
•
•

Promote long-term benefit of consumer
Promoting outcomes that are consistent with outcomes produced in competitive markets

LONG-TERM BENEFITS FOR THE CONSUMER
The Commerce Commission in one of its flyers promoting the CPP stated the following "Our role in
the electricity sector is to regulate monopolies like Aurora to encourage them to invest, innovate
and deliver a quality of service their consumers expect, at an appropriate price."2. This decision fails
to meet this objective on pretty much all these points with respect to the consumer. It produces few
if any long-term benefits for the consumer but does offer significant consumer disadvantages.

Safety and Reliability
I mproved safety and reliability should not be touted as a benefit to the consumer as it is the
minimum baseline that consumers expect. This baseline set under this CPP is not even at level to
meet industry good practice. To achieve "industry good practice for security of supply" another
significant upgrade of the network is required as detailed in Auroras original consultation document
under its rejected Accelerated and Enhanced plans'.
Aurora aided by the regulators inaction or inability to act have allowed breaches in quality standards
for five of the past eight years. As the Commerce Commission is aware quality standards are
continuing to trend downwards and as a result have again reduced the bar for quality standards.
The Commerce Commissions CEO response to my complaint that the Commerce Commission failed
to effectively regulate Aurora due to repeated quality breaches and failed to address the downward
trends of the quality standards said that their tools may experience a time-lag4. This draft decision
does nothing to arrest the decline in network reliability and quality. It promotes it and extends the
time lag out for at least another five years which goes against the intent of Act of promoting longterm benefit for the consumers.
Under paragraph C45 it says that consumers did not necessarily want to pay more for improved
reliability. So, if consumers do not want to pay more for improved reliability how does the

1 Commerce Act 1986, Part 4
2 Restoring Otago and Queenstown's power network, Commerce Commission
'
Aurora Energy Your Network Your Say web
4 Response to Complaint — attached to this document
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Commerce Commission justify that consumers pay more for decreased reliability is a benefit for the
consumer.
At a minimum, reliability quality standards should be maintained at the current DPP levels and be
increased at a rate proportional to the increase in cost of power to the consumer. A 10% power price
rise for the consumer should result in at least 10% rise in the reliability standards.
Acknowledging that the Commerce Commission is not the safety regulator for Aurora but due to
recent events where Worksafe is prosecuting Government Agencies in the wake of the
Whakaari/White Island tragedy has the Commerce Commission considered it could be held to
account if someone is killed due to a safety incident on the network.
There is a well-documented history of safety failings, including incidents with the potential for
m ultiple casualties, where power lines fell outside Clyde school', power lines falling across the
netball courts in Alexandra' and a line crew electrifying three work trucks at Millers flat with a 33kV
line'
Under para 4.559 the Commerce Commission "broadly considers that there is a link between safety
and reliability improvements". Therefore, it can be concluded by reducing reliability standards it
could be seen that Commerce Commission is facilitating a degradation in network safety.
Another example that has just come to light is the number of outages being experienced in Fairfield
Dunedin with the financial consequences detailed in this article' with Aurora response being
"Aurora's general manager of customer and engagement, Sian Sutton, apologised for the outages
and said most of them were out of the company's control because of strong wind. She said some of
the outages were due to equipment failure and Aurora was working to "better understand" those."
A day later Richard Healy an engineer in his own right posted about what he says is the cause'. His
assessment highlights significant public safety issues, inefficiency in determining root causes of
problems that has led to repetitive outages and therefore repetitive contractor call outs and losses
for local business. It also raises the question how many outages claimed by Aurora as "caused by
weather events" were within design limits. Does the Commerce Commission scrutinise these
"weather event outages" or take it on good faith from Aurora?
Given the above safety incidents the Commerce Commission should be raising the reliability quality
standards not lowering them and Aurora should be forced to meet them. Due to the serious nature
of potential outcomes of a failing, unsafe network the Commerce Commission needs to hold Auroras
directors to account for any future quality breaches. The Commerce Commission CEO told us at a
meeting in Cromwell this was considered when legal action was taken against Aurora but would not
elaborate further without an 01A request why this action was not taken.

Direct Price Increases
Consumers under this CPP are set to face significant year on year direct price increase. The
Commerce Commission is locking consumers into an unfair predatory type contract with Aurora. If
consumers try to counter the rise in their power bill by reducing their energy usage Aurora can

'
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increase prices further to maintain their revenue cap which will result in consumers paying the same
as previously but using less power.
It could get to a point where consumers enter "energy poverty" and cannot afford power and
disconnect from the network. Thus, turning power into a "want" instead of a "need" as they cannot
afford it and exacerbate problems such as children living in poverty. As a result, Aurora could again
increase prices to the remaining network consumers to maintain their revenue and possibly force
more customers into energy poverty.
Also, the consumers based in this area are relying on power to heat their homes as highlighted
d uring the recent Clyde outage' due to increasing air quality standards introduced by the Otago
Regional Council. If consumers cannot afford power and must go without this raises further issues of
health, safety and wellbeing of their consumers and undermines other government policy issues.
Aurora could also increase prices which would be applied to remaining customers when those who
can afford it go off-grid. This was confirmed as a possible scenario by Associate Commission John
Crawford at the drop-in session in Cromwell in August.
A side effect of this is Aurora could come out and say that because energy use is down, there is now
no requirement to do this upgrade/work and then defer/cancel the program and pocket the project
costs as profits.

I ndirect Costs
Consumers will also be subject to indirect price increases due to local suppliers and businesses
passing on their own rising costs due to Aurora price increases. This would also include increases in
Local Council rates and put pressure on rents for those who are more vulnerable.

Resolution to Increased Costs
A resolution that is for the benefit of the consumer is setting a price per unit as per section
53M(1)(a)(i) instead of a total revenue cap 53M(1)(a)(ii) that is currently used.
•

If consumers use less power, they are not subjected to increasing prices by Aurora to
maintain its revenue and Aurora gains network efficiency due to lighter loads.

•

If consumers use more power Aurora stands to make a greater revenue which could be
beyond the current revenue cap.

•

Price per unit is more in alignment with a competitive market.

The Commerce Commission needs to justify in its decision why it has not selected the price per unit
option over a revenue cap.

Second CPP
Aurora have also indicated there is a need for a second follow on CPP application with further
unknown price increases and reliability standards to restore the network to a level which is in line
with industry good practice for security of supply. Long term this is going to put more of a financial
and psychological drain on the consumer and is by no means beneficial.

I NFORMATION DISCLOUSURE
The Commerce Commission is proposing increased Information Disclosures to subject Aurora to
"Court of Public Opinion". As discussed at meeting in Cromwell with the Commerce Commission
12 Clyde power outage on coldest day since 1978 prompts calls for review

they see this as a valid way to hold Aurora to account. The flaw here is that there is no tangible
consequence for Aurora not meeting the publics or its own prescribed plan.
A potential meeting could go like this:
•
•

Completed the following projects A, B, C
Still have not started project D that we said we would have completed last year.

•

Going to cancel project E and F and probably cancel project G

•

Area H is experiencing a high number of repeat outages, but we do not have the capacity to
look at it and resolve it for a couple more years

•
•

Have applied for a special project to upgrade site !which will result in a further price
increase to consumers
Given staff another significant pay rise

•

Will try harder next year, thanks for coming

The Commerce Commission at a meeting in Cromwell confirmed that they could not take
enforcement action around Information Disclosure updates for the Community and that it was
relying on the Court of Public Opinion to hold Aurora to account. Aurora have been subject to the
Court of Public Opinion for many years and the Court of Public Opinion has had little if any sway with
Aurora.
There is no enforceable accountability on Aurora for them to comply with the basis of the plan once
the CPP is approved it is just treated as business as usual. All they must do to avoid possible
enforcement action is to provide their Information Disclosures and meet the lowered quality
standards.
This is another justification for rising quality standards. If the quality standards are not met and
Aurora have failed to meet targets as set out in the plan it can be used as justification for legal
proceedings. If it is seen that Aurora has made genuine and concerted efforts to meet its
commitments of the plan the Commerce Commission, then could use its discretion about taking
further action.

AURORA CUSTOM ER CHARTER
The Commerce Commission admitted at a meeting in Cromwell that they have no regulator power
over Auroras Customer Charter. The charter is also voluntary in nature (Para 14113)
Therefore, the Charter is open to manipulation or cancellation by Aurora. For example, there was a
major unplanned outage in Cromwell in early November 2020 affecting 1650 consumers that
exceeded the four-hour limit where compensation is paid. Aurora may review this and see this as an
unnecessary expense to their business(1650 customers x $50 per customer compensation =
$82,500). They then might decide to reduce the compensation level to a lower amount and/or
increase the time threshold to something that is more in their favour.
As indicated in para 143 it indicates that Auroras Customer Charter is to be updated but the
Commerce Commission lacks clarity of these changes. Therefore, as part of this application this
Charter should have no weight as the Commerce Commission has no regulatory power over it to
guarantee suitable benefits to the consumer.
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PROFIT PER CUSTOMER
J ustification for the increase in line charges is that Auroras profitability per customer has been low.
In para 1.33 in the Draft Decision, it is stated that Aurora's regulatory profit on a per customer basis
over the 2013-2019 period has been the lowest of all electricity lines companies.
If the Commerce Commission were to remove debt servicing (interest etc) due to Aurora borrowing
to pay dividends, you would probably find Auroras profitability per customer would be comparable
to that of other lines companies.
The borrowing to pay dividends was a deliberate decision by Auroras board and owners and had no
tangible benefits for the network or the consumer. It resulted in consumers having to service the
associated debt as part of their line charges. This money would have been better spent on network
maintenance etc and if done so may have not led to Auroras current plight and need for a CPP.
This is also why consumers say that they have already paid for what is proposed in this application
with regards to network maintenance etc. They paid their line charges in good faith expecting it to
be spent on network maintenance etc, not for servicing debt attributed to Aurora borrowing to pay
dividends. This view has fallen on deaf ears with Aurora and the Commerce Commission, but I
believe is vindicated and ultimately appears to be a misuse of consumer funds and many consumers
believe it to be a corrupt and fraudulent practice. This issue needs to be addressed by the Commerce
Commission and taken into consideration to offset consumer price rises as part of this CPP
application.

COMPETITIVE MARKET OUTCOMES
The only real benefactors of this CPP are Aurora and its owners. The Commerce Commission General
Manager Nick Russ' at the CPP drop-in sessions in August highlighted it was important that Aurora
was a financially viable company as then its owners would continue to invest in it. I cannot find any
reference under Part 4 that says that financially viability of the supplier is a consideration. This CPP
application is more about providing Aurora a regulator backed financial lifeline than promoting longterm benefits of the consumer and promoting competitive outcomes.
Aurora and its owners are the creators of its own demise and have benefitted significantly at the
expense of the consumer and network infrastructure. In a competitive market a business may be
able to take advantage of its consumers and mismanaging its assets like Aurora has but eventually a
time will come where the business becomes unviable and ultimately fails. The differences here are
that the above-mentioned business operates in a competitive market does not have the Commerce
Commission backed CPP process and a monopoly to fall back on like Aurora.
The main competitive market pressures I see at work here are cost, reliability and safety and trust.
All which would in a competitive market are trending in a manner that would result in a total
reduction in revenue:
•
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Cost: If consumers in a competitive market are subjected to a significant price increase, they
will look to move to a new supplier which would cause a reduction in revenue for the
original company. The Commerce Commission promotes moving suppliers in other markets.
For example, in the competitive mobile market "Our work shows that consumers need to

As I understand it, Nick Russ has since been removed from the CPP project due to a personal potential
conflict of interest with Auroras Richard Fletcher.

ask themselves how much money they could be saving. Most mobile plans can now be
changed monthly so it just might pay to shop around to see if you can find a better deal.'
•

•

Reliability and safety: If a supplier cannot supply the service at a level that customers expect
they are going to change supplier and again result in a loss of revenue. This article's
highlights the issues and frustration faced by businesses on the Aurora network and no
doubt would change to a more reliable supplier if they could.
Trust: The Commerce Commission in its Draft Decision' highlights the distrust consumers
have with Aurora. Consumers do not like doing business with businesses they do not trust
and if they do not have to, they will not.

The Commerce Commission is not promoting outcomes that are consistent with outcomes produced
in competitive markets they are promoting the opposite. On one hand the Commerce Commission is
trying to drive prices down in the competitive mobile market by telling customers to shop around
and tell the three major market operators that they should provide more meaningful comparison
information. While with Aurora with its monopoly it is promoting significant price increases,
reduction in reliability quality standards at the expense of the consumer.
As a competitive market example 2degrees just announced the completion of $1billion upgrade
program. They did this in a competitive market while competing with Spark and Vodafone both on
price and services. They have managed to keep prices competitive with their competition through
efficiency gains and innovation. They have done this by there investors putting the capital in to fund
the upgrades and they will get this investment back over time from their consumers. The difference
in Aurora case, Auroras owners are effectively putting a capital call out against its customers to
resolve its self-inflected mismanagement issues.
The efficiency gains promised under this plan are minimal. The only efficiency driver is for Aurora to
get its costs under the ever-increasing revenue cap. If a price per unit approach was taken as
opposed to a total revenue cap it would force Aurora to make changes that would make it more
efficient if it wants to achieve a suitable financial return. The Commerce Commission has already
identified issues with Aurora's dealings with its sister company Delta with regards to vegetation
clearance and hinted at meetings in Cromwell there could well be other undisclosed areas of
concern.
There could be gains in debt servicing with Aurora borrowing off the Dunedin City Treasury another
sister company with possible inflated interest rates. For example, if Aurora could save 1% in interest
it could save consumers $3 million a year based on current borrowing of $300 million in Aurora 2019
Annual report.
The Commerce Commission needs to explain in its determination how in a competitive market with
what is being proposed by Aurora in its CPP and in the Commerce Commissions draft decision how
significant price increases and reduction in quality standards would lead to significant increase in
revenue for Aurora and why it should not reduce Aurora revenue cap as it allowed to do under
Section 53V(2)(a) of the Act.

'
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PRECEDENT AND CONSEQUENCES
If Aurora and its board were acting in the interests of the network all along, we would not be in the
position where we are at. They could have adapted management programmes and dealt with issues
as they came up. Instead, they have effectively "privatised the profits and socialised the losses" by
now asking the Commerce Commission to bail Aurora and its investors out of its current
predicament.
The Commerce Commission needs to explain how if this draft decision is approved in its current
form will not set a precedent and model to for other lines companies, including Aurora, to strip
money out of the company for their investors and then go to the Commerce Commission to ask their
consumers to effectively bail them out. The Commerce Commission has already acknowledged there
is a time lag in identifying and addressing these issues. This time lag is currently tracking at eight
years and counting in Auroras case and there has been a lot of damage done to the network in that
time with relatively little regulatory penalty — $5 million, split over four years. For a business, the size
of Aurora this figure could just be the cost of doing business.

STRATA ENERGY CONSULTING REPORT
The Strata Energy Consulting Report states:
On the basis of the documentation supplied by Aurora to support its CPP application, we
consider that the AMMAT results are likely to be optimistic.
This is especially the case for asset-related policies and strategies. The implications of
thisfor the proposed expenditure are that
• it will be based on assumptions that may be unreliable;
• proposed individual assetfleet replacement programmes could be understated or
overstated; and
• the aggregated portfolio of assetfleet expenditure is likely not to be prudent, efficient
and deliverable.
To ensure that these implications have been fully addressed Aurora should have:
• ensured a rigorous top-down review and challenge was applied to its bottom-up
forecasts;
• undertaken assessments and made adjustments at an asset portfolio level; and
• applied sensitivity analysis to test the reasonableness and deliverability of its
combined programme.
The information we have reviewed indicates that these actions have not been taken
and therefore we consider that the expenditureforecast is unlikely to meet a
reasonable and prudent threshold.
Therefore, how can the Commerce Commission commit significant consumer funds to a plan that
cannot be verified and is questioned by the Commission own independent consultants. The CPP
application should be declined and resubmitted once Aurora are able to satisfactory resolve the
identified issues.

REGULATED ASSET BASE
From my understanding Aurora is valued at essentially what it would cost for a competitor to build a
new equivalent parallel network and is called the Regulatory Asset Base (RAB). This is the baseline
for which the Commission to work out the 4% return on investment.
By all accounts Aurora network is not shiny and new in fact the opposite is true. Significant portions
of the network are nearing, or at end of life. Therefore, why is the network not valued accordingly?
Dr Geoff Bertram'calculated in his submission that in 2019 the historical cost of the network is
$218 million which is less than half of the $447 million of the regulatory valuation. If Aurora was
valued at $218 million consumers would save about $9 million dollars a year on the return-oninvestment portion of their line's charges based on 4% return on investment. If this were spread
evenly over Auroras customer base of 90,000 consumers that would save them $100 each per year.
Again, the Commerce Commission is giving Aurora another artificial lifeline because if Aurora were
valued realistically with close to $400 million of liabilities (Auroras 2019 Annual Report) they would
probably end up being insolvent.
To me it seems corrupt to value the network at replacement cost not at a realistic value and to use
that valuation to extract a higher level of revenue from the consumer. Is this a result due to lobbying
by the industry at the expense of the consumer that the Commerce Commission has previously
agreed to?
The Commerce Commission needs to justify why the network is valued at replacement/new cost not
at realistic valuation and how this valuation method benefits the consumer and fits into a
competitive market philosophy.

Trevor Tinworth
Cromwell
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COMMERCE COMMISSION RESPONSE TO COMPLAINT
From: Adrienne Meikle <Adrienne.Meikle@comcom.govt.nz>
Sent: Wednesday,4 November 2020 6:33 PM
To: Trevor Tinworth <T.Tinworth@xtra.co.nz>
Subject: RE: Follow up: Complaint to Commerce Commission
Dear Mr Tinworth

You wrote to us on 19 July via the ?complaints? section on our website, concerning the
Commission?s actions in regulating Aurora Energy over the period from 2012 to 2019. I replied to you
by letter on 3 August, suggesting that you discuss your points with the Commission representatives
attending the Aurora customised price quality path (CPP)customer workshops in Central Otago. You
attended one of the workshops, and did have discussions there with senior Commission staff.
However, you wrote back to me on 16 August, stating that you still wanted your complaint to be
considered and responded to formally, because it related to the Commission?s past conduct, rather
than its future conduct (in the form of the CPP determination). I confirmed to you by email on 12
October that your complaint was still under consideration, and that we hoped to respond shortly
thereafter.

I am grateful for your patience in waiting for a reply. It has taken colleagues some time to consider
your complaint; in particular, because of the long period of time it covers (2012-2019), but also
because some of the key staff involved in compliance during that period are no longer employed by
the Commission.

Your complaint does not seek a particular resolution that you would like the Commission to adopt.
The Commission is presently involved with a number of matters related to Aurora ? in particular,
Aurora?s proposal for a CPP, Aurora?s application for a quality standard variation for the Assessment
Period ending 31 March 2021, and Aurora?s contravention of default price-quality path (DPP)quality
standards in 2020. As those matters are currently before Commissioners, you will appreciate that I
cannot make any comments that impinge on the consideration of those matters. However, on my
direction, Commission staff have looked back at our regulation of Aurora over the period from 2012 to
2019. Set out below is our understanding of the Commission?s position on the issues that you have
raised. I have also discussed what I understand to be some of the lessons that the Commission has
learned from the experience of Aurora and its customers over recent years.

1. The Commission?s powers to regulate EDBs

Your complaint contains the following statement: ?[The Commission?s]function [is] to make Aurora
i mprove its actual physical network infrastructure to meet the minimum quality of service standards?.

In response, it is helpful to outline the Commission?s view of its role under Part 4 of the Commerce
Act 1986(Act) in regulating electricity distribution businesses(EDBS),such as Aurora. Summaries
are also available on our website here.

Under Part 4, the Commission currently has two main regulatory tools - information disclosure and
price-quality regulation:

• Information disclosure involves EDBs such as Aurora publishing information about
their activities, to help stakeholders understand their performance and to hold the
business and its shareholders to account. The Commission also conducts summary and
analysis of this information to draw stakeholder attention to particular aspects of the
performance of EDBs.
•

In relation to price-quality regulation, as you observe in your complaint, the DPP
involves the setting of minimum quality standards for EDBs, as well as revenue caps.
However, as stated in section 53K of the Act, the DPP is intended ?to provide a relatively
low-cost way? of setting price-quality paths, and is not tailored to the circumstances of the
businesses covered by it. By contrast, a CPP involves detailed scrutiny of an EDB?s
proposal for revenues and costs by both an independent verifier and the Commission,
and the ability for the Commission to impose a CPP on the EDB following that closer
examination.

Four particular features of price-quality regulation are worth noting here:

•

Under Part 4, a CPP proposal can only be instigated by an EDB. The Commission
has no ability to require an EDB to apply for a CPP. Aurora has been
subject to the DPP since the first DPP came into effect in April 2010. Aurora will only
move on to a CPP on 1 April 2021, when any determination set by the Commission would
take effect.

• The Commission has no power under the Act to direct how an EDB
operates, and has no jurisdiction to get involved in the day-to-day running of Aurora?s
business. We therefore cannot ?make? Aurora invest in its network. We can only control
Aurora?s revenues, and can take enforcement action if its minimum quality standards are
breached. Price-quality regulation relies on EDBs responding to the incentives put in
place by the Commission, so that they operate in a manner that mimics a market with
workable competition. It is the responsibility of each EDB to decide how to meet the
q uality standards we set, and to invest in and manage their network accordingly.

• Our main regulatory tools can experience a time-lag, in that it can take
years for under-investment to show up, and once a quality breach has occurred, it can
take years to address. It can also be difficult to determine whether under-investment was
the cause of a breach, or other factors (e.g., higher than usual instances of bad weather).
For example, after Aurora?s breached our quality standards in 2012, it did not breach
again until 2016.
•

Even in normal circumstances, our regulation operates on an aggregate
basis and cannot guarantee reliability of supply to everyone all the time.

2. Our focus on Aurora during this period

Your complaint contains the following statement: ?The Commerce Commission has failed to take any
practical steps to arrest the decline in the quality standards?.

In my view, the Commission?s actions over the period from 2012 to 2019 involved taking a number of
steps aimed at addressing the reliability performance of Aurora?s network, including the following:

•

Following Aurora?s breach of quality standards in 2012, we commissioned engineering
consultancy, Strata Energy Consulting Limited, to review Aurora?s performance and the
causes of the breach. Strata?s report expressed a number of concerns with Aurora?s
asset management. Strata identified factors that contributed to the contraventions,
i ncluding Aurora?s asset management strategies and its inadequate budget for
vegetation and asset management. It found there were inconsistencies between Aurora?s
published and disclosed asset condition data and the asset condition data obtained by
Strata on site. As a result, Strata recommended changes for Aurora to implement. Aurora
i nitiated work streams aimed at addressing Strata's concerns.

Our warning letter issued to Aurora in June 2014 stated that we expected Aurora to continue to
take appropriate steps to mitigate the risk of future non-compliance with the quality standards. The
letter:
•

notes that we had identified no specific detriment to consumers or over-riding public
i nterest in seeking a penalty;

•

puts Aurora clearly on notice that should any subsequent failure have as its cause a
failure to address the issues raised in the Strata report, this would be considered an
aggravating factor;

•

acknowledged Aurora?s positive response to the Strata report, and noted Aurora had
already initiated workstreams to address the identified concerns; and

•

noted that we expected network performance and asset management to be the subject of
increasing summary and analysis.

On reviewing the evidence available to Commissioners in mid-2014, we are content that issuing a
warning letter to Aurora was in the range of appropriate enforcement responses to take.
•

Following Aurora?s second breach of quality standards in 2016, we launched an in-depth
i nvestigation, which considered further breaches as they occurred in subsequent years. In
September 2018, we decided to launch court proceedings seeking the imposition of a
pecuniary penalty, one of the most serious interventions available to us under Part 4.
Those proceedings concluded in March this year with the High Court ordering Aurora to
pay a penalty of $5 million, the highest penalty imposed to date on a business for
breaches of Part 4 regulation. By bringing proceedings and obtaining the imposition of a
pecuniary penalty, we also open the possibility for persons who have suffered loss or
damage as a result of the quality standard breaches to seek a Court order for
compensation under section 87A of the Act.

•

In parallel with our investigation of the breaches of quality standards, in 2018, we asked
Aurora to commission an independent review into the state of its network. The aim of
the review was to give us and stakeholders confidence that Aurora understood the nature
of the problems it was facing and was committed to rectifying them. We entered into a
tripartite deed with independent engineering consultancy, WSP, and Aurora, to ensure
that we were in a position to supervise the scope of this review and ask questions of
WSP. WSP and Commission staff made multiple visits to Aurora?s network, and held

discussions with Aurora?s Board. The Commission?s in-house engineers also conducted
scrutiny of WSP?s findings.
•

As a result of these actions, Aurora began to materially increase its spending to fix its
network from 2017/18 onwards. Its current CPP investment proposal is to cover the costs
of this ongoing work. Certain members of its senior management team and Board were
replaced, with the aim of having the right people in place to make the necessary changes.

It should also be noted that the Commission?s resources are limited, and that we must make
prioritisation decisions on what work to take forward in the regulation of EDBs. For example, during
the period covered by your complaint, the Commission was required by the Act to reset the DPP in
November 2014 and to review the input methodologies used for our Part 4 regulation in 2015-17. We
also conducted investigations of breaches of quality standards by other EDBs, such as Vector, and by
the operator of the national grid, Transpower.

3. Lessons learned

I mentioned above that the Commission has learned lessons from the experience of Aurora and its
customers over recent years. I would highlight two particular developments:

• Asset management: Recognising the low-cost nature of the DPP, and the fact that
breaches of quality standards may not be a sufficient indicator of network deterioration
(due to time-lags and the influence of other factors, such as weather), we have increased
our focus on asset management practices across EDBs since 2017. This includes
undertaking reviews (also here) of EDBs? Asset Management Plans(AMPS), which
EDBs are required to disclose under our information disclosure rules. While our powers
under information disclosure are limited, we consider that by ?shining a light? on asset
management, we are able to highlight good and poor practice, and to encourage EDBs to
i mprove their performance. We have also conducted site visits of EDBs, to test directly
with each EDB the impressions we got from our review of the information they had
disclosed to us (through AMPs, annual reports, information disclosure returns and
statements of corporate intent). By focussing more closely on asset management, we are
endeavouring to identify deterioration in asset condition before it becomes critical, and to
encourage EDBs to improve their asset condition data.
•

Consumer engagement: We are keen to provide further opportunities to hear
directly from consumers on their views of the performance of their EDBs. While I am
unable to comment on the substance of the Commission?s Aurora CPP draft decision, I
can say that the level of community engagement sought by the Commission in this
process is unprecedented for a project involving Part 4. For example, we have
published fact sheets on the Commission?s website, designed to explain the CPP
process to consumers served by Aurora?s network, and held public drop-in sessions in
August in Dunedin and Central Otago, in addition to our usual consultation processes.
We have ensured that those public meetings feature senior leaders from the Commission,
so that they are able to hear directly from consumers as to their views.

4. Next steps

The Commission is due to issue its draft CPP determination decision for Aurora on 12 November. If
you have views to convey to the Commission on the draft decision, then please ensure that you take
up the opportunity to make a submission, via the stipulated channels.

Planning is underway for a further series of public meetings later this month, after the draft CPP
decision has been issued. Details of the meetings can be found on the Commission?s website here. I
am due to attend the sessions in Alexandra, Cromwell and Dunedin. My colleagues and I would be
happy to discuss this response further with you at one of those sessions if you are able to attend.

Best regards

Adrienne Meikle

Adrienne Meikle
Chief Executive
,ommerce Commission I Te Komihana Tauhokohoko
44 The Terrace 1 PO Box 2351 1Wellington 61401 New Zealand
DDI +64 4 924 36201 adrienne.meikle@comcom.govt.nz
WINVV.COMCOM.govt.nz

From: Trevor Tinworth <T.Tinworth@xtra.co.nz>
Sent: Tuesday, 3 November 2020 8:34 PM
To: Adrienne Meikle <Adrienne.Meikle@comcom.govt.nz>
Subject: RE: Follow up: Complaint to Commerce Commission
Hello Adrienne

Do you have an update on this.

Thank you
Trevor

From: Adrienne Meikle <Adrienne.Meikle©comcom.govt.nz>
Sent: Monday, 12 October 2020 9:06 AM
To: ttinworth©xtra.co.nz
Subject: Follow up: Complaint to Commerce Commission
Dear Mr Tinworth,

You wrote to us on 19 July via the ?complaints? section on our website, concerning the
Commission?s actions in regulating Aurora Energy over the period from 2012 to 2019. I responded to
you on 3 August, suggesting that you discuss your points with the Commission representatives
attending the Central Otago workshops on the Aurora CPP.

You replied on 16 August confirming that you wished for us to continue processing your complaint, on
the basis that it concerned ?past actions and should be addressed outside the forward looking CPP
process?.

I wanted to write to reassure you that we are still considering your complaint. This is taking some
time, because the period to which your complaint relates covers a number of years (2012-2019), and
some of the relevant staff no longer work at the Commission.

I hope to be able to provide you with a substantive response by Friday, 23 October.

Kind regards,

Adrienne Meikle

Adrienne Meikle
Chief Executive
Commerce Commission I Te Komihana Tauhokohoko
44 The Terrace I PO Box 2351 I Wellington 6140 I New Zealand
DDI +64 4 924 3620 I adrienne.meikle@comcom.qovt.nz
WINVV.COMCOM.govt.nz

