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Dear Commission 
 
Cross-submission on Unison’s draft settlement 
 
The Consumer Coalition on Energy (CC93) has four comments on the submissions of 
other parties: 

• Mighty River Power (MRP), Orion and Vector supported the means to reach a 
settlement in lieu of control and the process to reach that settlement.   

In principle CC93 agrees settlements can be a lower cost and better outcome than 
control.  However that may not always be the case.  The Unison breach and post-
breach process is a good example where control would have been, and may still be, 
a better outcome compared to the delays incurred until the company acknowledged 
the breach was wrong.  Over all of this drawn out process Unison continued to earn 
significant revenues over and above the level had prices remained within the 
thresholds level. 
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In our initial submission of 29 November 2006 we estimated Unison had earned 
gross revenues over notional threshold revenues in excess of $25 million.  The 
submission by MRP corroborates this estimate: refer paragraphs 45 and 46 of the 
MRP submission estimate overcharging by Unison of $26.55 million over the 5 
years between 2002 and 2007. 

• MRP, Powerco and Vector to varying degrees had concerns about the proposed re-
balancing of tariffs between sub-regions and between consumer classes in the draft 
settlement.  CC93 agree with those submissions that setting line tariffs is complex.  
In our view guidance from various studies or reports by the Commerce 
Commission and Electricity Commission has been and we expect will continue to 
be useful in developing improved guidelines for tariff design. 

CC93 do not agree with MRP that tariff re-balancing is always a zero sum game, 
although it can be.  CC93 agree with the observation by Orion that tariff re-
balancing can have direct allocative efficiency effects on consumers, i.e. how much 
line services they use given no change in capital stock.  Over time consumers also 
make investment decisions for new appliances or machinery taking into account, 
amongst other things, line charges.  Hence the ongoing level of line tariffs is 
important. 

Finally, CC93 disagree with the comment by Vector that “rebalancing is outside 
the current thresholds regime.”  Rebalancing can have economic efficiency effects 
and as the Commission has an important role to ensure economic efficiency, 
therefore rebalancing issues must be considered by the Commission.  Note also 
section 57H of the Act, covering the process for making decisions on declaration of 
control, refers to “all or any of the goods or services supplied” as open to being 
controlled.  That is, the control regime (and any settlement in lieu of control) 
allows controls on the aggregate revenue or costs of the lines business through to 
all or any particular tariff. 

• MRP (paragraph 44) state, “most of the breaches of the thresholds that have 
occurred to date have been unintentional: the exception being that of Transpower 
and Unison.”  CC93 agree with MRP although whether the Commission should 
treat an unintentional breach any differently from an intentional breach is probably 
where we would differ from MRP.  A breach, no matter the reason, should 
automatically trigger the same post-breach inquiry process and the possible 
outcomes remain control, settlement or no action.  The materiality of the breach 
and the remedy to compensate parties harmed by the breach should also be factors 
to be considered.  The Unison settlement offer did not canvas the latter issues. 

• MRP noted (paragraph 3), “Any Administrative Settlement Agreement will also 
have implications for the future conduct of electricity lines businesses (ELBs).  The 
Commission needs to be careful that the precedent sends the right signals to ELBs 
as to how they should conduct themselves.” 
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CC93 agree with MRP that because this settlement proposal is the first to be 
consulted on, it will establish precedents for both the approach for future possible 
settlements and will influence the behaviour of other distributors.  For these 
reasons the settlement must be complete and robust.  As noted in the initial CC93 
submission the settlement falls well short of the standard we believe is necessary 
and therefore if accepted will establish a poor precedent.  Furthermore distributors 
will perceive breaching the thresholds and reaching a settlement with the 
Commission as less onerous on the companies than it should be. 

Our initial submission concluded that “CC93 recommends the Commission should 
continue to pursue its intention to control Unison at the same time leaving open the 
option of a more reasonable settlement being reached.”  We see no reason to alter our 
view. 
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