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PRICING 101



Some background
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Most retailers bundle all these costs into your bill…



Regulatory oversight of Aurora Energy

5

“Promoting competition, reliable supply 

and efficient operation in the electricity 

sector.”

Oversees distribution and 
transmission pricing methodologies  
(how the revenue pie is divided 
up). 

Oversees market design and 
market operations

monitoring and enforcing 
compliance with market rules.

“Promoting competition in markets for the 

long term benefit of consumers.”

Approves annual revenue we can 
recover as part of our lines charges 

– and sets quality outputs

Sets the rules on the information we 
need to provide every year

Sets and administers the penalty / 
reward and enforcement 
framework 



Aurora Energy’s pricing process simplified
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Calculate target       
revenue

Set by the 
Commerce 
Commission

Allocate to 
pricing areas

Allocate to 
customer load 

groups

Calculate 
customer price 

components 

based on 
forecast usage & 
control discounts

― Queenstown
― Central Otago
― Dunedin

― Residential
― General (LG1 

to LG5)
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OUR FUTURE PRICING STRATEGY

THE SHAPE OF ENERGY IS CHANGING



We are expecting a step change increase in electricity demand
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New Zealand has  committed to achieving net-zero emissions by 2050, with key enablers being electrification of 

transport and process heat.

This has the potential to place demands that are beyond the capacity of electricity networks to deliver, resulting in 

the need for significant investments in growth that could exacerbate energy affordability issues, if not carefully 

managed 



The problem
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Our proposed approach in summary
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Disclaimer

We need to be clear about a couple of things before we get into the detail of our future pricing strategy.
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Aurora Energy’s pricing strategy

13

― We are focussing on 

residential prices first.  

General prices will follow, 

but they are currently more 

cost reflective and 

residential prices, and can 

wait

― Changes will be made 

gradually over the next five 

years, in order to manage 

bill shock and allow 

customers to become used 

to how the new pricing 

structures will work.

We are 
consulting now 
about changes 
from April 2022

We are 
consulting now 
about changes 
from April 2023

(Covered in Part B)
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TIME OF USE PRICES



Time of use pricing
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We intend to implement time 

of use pricing with relatively 

weak price signals initially (the 

difference between peak and 

off-peak prices).

Over the following five years, 

we will progressively increase 

the strength of the price signal 

until it is at an optimal level.

This gives customers time to 

understand the implications of 

time of use pricing and to 

progressively adapt their 

consumption behaviour (small 

steps).

We don’t want to make 

sudden and severe changes 

that customers can’t cope 

with.
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FIXED PRICES
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(12,000 kWh per

annum)

Fixed Charges = 15c per day

Lower fixed charges phased out
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The proportion of fixed charges will vary
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Because time of use charges are designed to signal future network costs, areas where growth is forecast to be low will see:

A relatively smaller proportion of their annual charge from time of use prices, and a greater proportion of their annual charge 

from fixed prices.

A weaker (smaller) differential between peak and off-peak prices.

Because growth (and therefore network congestion) varies across the network, the proportions of fixed and time of use 

charges will vary from region-to-region.

This does not mean that more revenue will be recovered from a congested area under our future pricing approach, 

compared to existing pricing.  It does mean that individual incentives to adjust energy consumption behaviour will be different, 

however
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CONTROLLED SERVICE DISCOUNTS



We will be retaining our controlled services
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We intend to retain our discounted pricing for controlled services, including:

Hot water

Night-store heating

Night-only service

These services help us to manage peak demand, and already receive discounted 

pricing; however, we need to review those discounts to make sure that they are 

consistent with the peak / off-peak pricing signal.

Controlled services could be extended in the future if customers want that.  

Additional services might include off-peak charging of electric vehicles and other 

batteries.
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INCENTIVES ON NEW TECHNOLOGIES



Impact on customers with new technologies
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Generation highest in the middle of the day when demand is lowest.

Export of excess generation can create voltage issues.

Users still require the use of the grid during peak times. 

Users can store excess generation from the middle of the day and then discharge to 

power their home during peak times.

Reduces the overall demand on the network during peak times.

Customers will minimise their time of use charges.

Allows customers to shift their electricity demand to off-peak times and reduce their time 

of use charges.

Stand-alone isn’t as beneficial to customers as when paired with solar panels, because 

customer still have to purchase their energy (albeit at lower, night rates).

Time of use charges will provide incentives for electric vehicle owners to charge at off-

peak times.

As technology evolves customers may be able to use their vehicle’s battery to power their 

household during peak times and recharge at off-peak times.

Solar installations 
without battery 

storage

Solar installations with 
battery storage

Stand alone battery 
storage

Electric vehicles
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FUTURE PRICING ROADMAP



Our Pricing Methodology…
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Published annually (31 March) on our website

Explains:

how costs are allocated to each of our pricing areas;

how costs are allocated to customer load groups in each 

pricing area;

How price components are calculated;

Includes a summary of our pricing strategy and pricing roadmap.

Includes some pricing policy information; e.g., seasonal loads.

Describes the pricing methodology for large, stand-alone 

distributed generation connections.



We propose retaining our existing pricing areas
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WE CONSIDER THAT OVERHEAD
COSTS HOWEVER SHOULD BE
SPREAD ACROSS THE ENTIRE

CUSTOMER BASE, WHERE SCALE
BENEFITS CAN BE REALISED.

OUR CURRENT PRICING
PHILOSOPHY IS THAT THE COSTS OF

PROVIDING NETWORK ASSETS
WITHIN A PRICING AREA SHOULD

LIE WHERE THEY FALL.



Allocating costs to pricing areas

26

In response to feedback received during our CPP consultation, we made refinements to the way we allocate 

operational costs to pricing areas before we set pricing in March this year.

We are proposing further changes to refine the way we allocate capital investment-related costs to pricing areas.

We currently use an estimate of replacement cost to allocate capital investment-related costs.



Allocating capital investment-related costs
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THERE ARE TWO ALLOCATORS THAT WOULD BE SUITABLE FOR
DETERMINING THE RECOVERY OF INVESTMENT-RELATED COSTS IN

EACH REGIONAL PRICING AREA.

1.

2.

We are proposing to use RAB as the allocator 

from 1 April 2022.



Regional impact of moving to RAB allocation…
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Changing the allocation basis will result in changes to the allocated costs and associated charges.



Simplifying the way prices are published…
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Queenstown Network
(D) (P) (D + P)

C1. Residential Connections Code Distribution Pass-through Delivery Units

Daily Fixed Price (≤15kVA) FRSD15 15.00 15.00 ¢/day

Daily Fixed Price (≤8kVA) FRSD8 4.10 4.10 ¢/day

Uncontrolled - Summer 201 8.80 0.34 9.14 ¢/kWh

Uncontrolled - Winter 201 10.71 3.64 14.35 ¢/kWh

Controlled (20hr) 209 5.06 1.15 6.21 ¢/kWh

Controlled (16hr) 206 2.25 0.52 2.77 ¢/kWh

Night Boost (13hr) 203 3.31 0.75 4.06 ¢/kWh

Night Boost (11hr) 204 2.02 0.47 2.49 ¢/kWh

Night Only 208 1.44 1.44 ¢/kWh

Daily Price Component

Volumetric Price Component

Queenstown Network
C1. Residential Connections Code Delivery Units

Daily Fixed Price (≤15kVA) FRSD15 15.00 ¢/day

Daily Fixed Price (≤8kVA) FRSD8 4.10 ¢/day

Uncontrolled - Summer 201 9.14 ¢/kWh

Uncontrolled - Winter 201 14.35 ¢/kWh

Controlled (20hr) 209 6.21 ¢/kWh

Controlled (16hr) 206 2.77 ¢/kWh

Night Boost (13hr) 203 4.06 ¢/kWh

Night Boost (11hr) 204 2.49 ¢/kWh

Night Only 208 1.44 ¢/kWh

Volumetric Price Component

Daily Price Component
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The consultation process…
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