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Security and Reliability    Council 

28 May 2012 
 
Dr Brent Layton 
Chair 
Electricity Authority 
PO Box 10041 
Wellington 6143 

Dear Brent 

SRC advice on security of supply 
As part of its functions, the Security and Reliability Council (SRC) is tasked with providing the Electricity Authority 
(Authority) with independent advice on reliability of supply issues, including the performance of the electricity 
system, security of supply issues, system security assessments and security of supply forecasts. The purpose of this 
letter is to provide the SRC’s advice to the Authority on current security of supply issues. 

The SRC has been presented with, and discussed a range of information on security of supply matters including the 
policy framework, a security of supply event relevant to the electricity industry and an environmental scan looking at 
the future of natural gas, one of the power system’s key fuel sources. Following these discussions the SRC has the 
following advice for the Authority: 

1. Regulatory uncertainty is a significant security of supply risk 

Regulatory uncertainty, across the wider legislative framework, can be a barrier to the long term investment 
that is necessary to ensure security of supply. This uncertainty is not limited to electricity sector legislation and 
regulation, but can include, for example, environmental legislation such as the Resource Management Act and 
the activities of the government-constituted Land and Water Forum. 

2. Natural gas supply risks may not be well understood 

While the system operator and thermal generators responded quickly and appropriately to the outage on the 
Maui gas pipeline in October 2011, an interruption to natural gas supply is a potential security of supply risk 
that may not be well understood by all industry participants. 

3. Market signals do not always provide the correct incentives to participants in emergency situations 

When the Maui gas pipeline outage occurred in October 2011, Genesis Energy took immediate action to 
increase coal-fired generation, despite market price signals not being of a level that would normally justify this 
action. Also, during these sorts of emergency situations the system operator can be left in a position of having 
to make real-time, security-based decisions on behalf of the industry. These can have significant commercial 
impacts, and there is a risk that they are judged inappropriately after the fact by others. 

4. Under-frequency management project actions need to be progressed 

The 13 December 2011 AUFLS event demonstrated that the short-term security of supply policy and 
operational approach is adequate, but that actions identified through the review of under-frequency 
arrangements need to be progressed. 
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5. Improvements to security of supply information are supported 

The SRC supports the current review of the system operator’s security of supply forecasting and information 
policy (SOSFIP) and the development of the hydro risk curves to improve industry participants’ understanding 
of the potential supply risks. 

The SRC will look further into the issue of gas supply risk and related market signals 

The SRC considers that there is merit in looking further into the issue of gas supply risk and how the industry 
responds to gas supply issues. The secretariat has been asked to work together with relevant SRC members to 
establish an industry forum to discuss the events around the 2011 Maui pipeline outage to ensure there is a wider 
understanding of what occurred and how the industry did (and should) respond, and to report to the SRC on the 
results of that forum. 

 

The SRC would be happy to meet with the Authority Board to discuss the advice in this letter further. 

Yours sincerely 

 
Dr Kevin Thompson 
Chair 
Security and Reliability Council 

 

 

cc SRC members, Carl Hansen (Authority).  
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Security and Reliability    Council 

28 May 2012 
 
Dr Brent Layton 
Chair 
Electricity Authority 
PO Box 10041 
Wellington 6143 

Dear Brent 

SRC advice on under-supply of AUFLS in the South Island 
The Electricity Authority has requested the advice of the Security and Reliability Council (SRC) on the risks associated 
with the under-supply of automatic under-frequency load shedding (AUFLS) in the South Island. As there is currently 
no AUFLS system in operation at the Tiwai Point GXP, the Electricity Industry Participation Code (Code) requirements 
for AUFLS provision in the South Island are not being achieved and this may be increasing security of supply risk. 

The SRC has received information on the issue from the secretariat, and also requested the secretariat obtain some 
additional information from the system operator on the actual costs associated with the measures the system 
operator has in place to mitigate this security risk. 

The SRC considers that the non-supply of AUFLS at Tiwai Point is not a security risk as the system operator procures 
additional reserves to compensate for the deficit of AUFLS at Tiwai Point when extended contingent events are 
binding. The additional costs associated with the procurement of these additional reserves are not considered to be 
significant. 

The SRC understands that a more appropriate and enduring solution for the provision of AUFLS at Tiwai Point will be 
in place by 1 January 2013, and that this is also the shortest practical time in which a permanent solution can be 
applied. 

Yours sincerely 

 
Dr Kevin Thompson 
Chair 
Security and Reliability Council 

 

 

cc SRC members, Carl Hansen (Authority).  
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3 August 2012 

Security and Reliability Council 

Dear Council members 

WCM and WEM security of supply standards 
This memo is to update the Security and Reliability Council (SRC) on the Authority’s 
process for reviewing and updating the Winter Capacity Margin (WCM) and Winter Energy 
Margin (WEM) security of supply standards. The standards were discussed at the SRC’s 
August 2011 meeting, where it was noted they would be reviewed by the Authority in 
2012. 

The function of these standards is to serve as points of reference in determining how likely 
it is that there will be efficient levels of generation and inter-island transmission available 
to meet demand in the next 5-10 years. 

The capacity security of supply standard (WCM) is used in the process of assessing 
whether there will be an efficient level of peaking generation and transmission capacity for 
north transfer to meet peak demand. 

The energy security of supply standards1 (WEM) are used in the process of assessing 
whether there will be an efficient level of reserve generation and transmission capacity for 
south transfer to manage extended dry sequences.  

The Authority has now completed its review of these standards (taking into account 
factors such as the imminent availability of HVDC Pole 3 and changes to the generation 
mix) and is proposing some changes. The Authority has published a consultation paper 
“Winter Energy and Capacity Security of Supply Standards” (http://www.ea.govt.nz/our-
work/consultations/sos/winter-energy-capacity-security-supply-standards/) and has sought 
submissions from participants by 7 August 2012. 

The consultation paper proposes to: 

• amend Part 7 of the Code to change the security of supply standards; and  

• submit to the system operator a proposal for a variation to the Security of Supply 
Forecasting and Information Policy (SOSFIP) to change the calculation of the WCM 
and WEM security metrics. 

                                                
1 There are separate energy margins for New Zealand and the South Island. 

http://www.ea.govt.nz/our-work/consultations/sos/winter-energy-capacity-security-supply-standards/
http://www.ea.govt.nz/our-work/consultations/sos/winter-energy-capacity-security-supply-standards/
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The Authority Board has requested the SRC’s comments on the proposed changes. The 
SRC secretariat will provide the SRC with a summary of the consultation paper and the 
industry submissions, in advance of the 29 August 2012 meeting.    

Work on potential summer security standards is proceeding in parallel and an update will 
be provided to the SRC in due course (as requested at the August 2011 meeting). 

Yours sincerely 

 
Fraser Clark 
SRC Secretariat 

 

 

cc: Carl Hansen 
Kieran Devine, Transpower NZ Limited 
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Security and Reliability    Council 

30 August 2012 
 
Hyland McQueen Ltd. 
PO Box 1003 
Dunedin 9054 
 
Attention: Malcolm McQueen 

Dear Malcolm 

Use of machine condition scores to determine hazard of failure curves 
Thank you for your letter of 31 July 2012 discussing your work on the problem of using machine condition scores to 
determine a hazard of failure curve for that machine. Detailed engineering investigations of this type are outside the 
remit of the Security and Reliability Council (SRC), so we are unable to assist you in this instance (the role of the SRC is 
to provide independent advice to the Electricity Authority on the performance of the electricity system and the 
system operator; and reliability of supply issues). We wish you every success in finding partners or other people or 
groups involved in similar work. 

Yours sincerely 

Dr. Kevin Thompson 
Chair 
Security and Reliability Council 

 

 

  

 




