Meeting Date: 4 August 2021

SECURITY
AND
RELIABILITY
COUNCIL

This paper is to aid the Security and Reliability Council's (SRC) discussion of its strategic
environment. It provides a framework for considering the SRC’s strategic issues, sets out
some discussion material, and includes a brief environment scan of current strategic
issues.

Note: This paper has been prepared for the SRC. Content should not be interpreted as
representing the views or policy of the Electricity Authority.
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The Security and Reliability Council’s (SRC) statutory function is to provide independent
advice on the performance of the electricity system and the system operator, and reliability
of supply issues.

The SRC Chair’'s 2019 survey of SRC members found that “establishing an agreed SRC
strategy would help drive a work programme and agenda relevant to the SRC brief, ensure
the SRC is fulfilling its role, and provide the Authority with more meaningful, actionable
advice.” It concluded that once a year there should be an opportunity to discuss the current
SRC work programme, explore emerging strategic issues, consider these in the context of
the SRC role and develop an agreed SRC strategy.

This session has been scheduled to address this need. Two hours 20 minutes have been
allocated for this session and David Hunt of Concept Consulting will act as a facilitator for
the discussion. An agenda for this session has been provided ([Appendix A]). Key
components of the strategy session will be:

1. Brief recap on the SRC’s role and function.

2. A scan of recent developments relevant to security and reliability.

3. Reflect on the SRC’s 2020 strategy document and identify any gaps.
4. Identification of the SRC’s top three priorities for next 12-24 months.

Ahead of the facilitated strategy session the SRC will receive updates on the NZ Battery
Project and matters progressing as part of Future Security and Resilience (FSR — previously
called G2).

As preparation for the SRC’s strategy session, the secretariat has compiled the attached
supporting material. It builds on the five key strategic themes developed out of the 2020
SRC strategy session and considers the significant developments in past twelve months
that may affect the SRC strategy.

Although set out as a series of Powerpoint slides, the secretariat does not intend to verbally
present that material in the meeting. Rather, the material provides a framework for
considering the SRC'’s strategic issues and some material to spur discussion.

In advance of the meeting, we ask that you review the slides and consider the questions
in slide eight. This preparation will help ensure we can get the most value from the session
on the day.
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Goals

Recap on SRC function and scope of advice

Scan current environment and update SRC ‘Strategic Themes’ document as
necessary

Identify top three priority themes/issues for work programme

Option 1.docx
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The function of the SRC

The function of the SRC is to “provide independent advice
on the performance of the electricity system and the system
operator, and reliability of supply iSsues”. [eiecticity industry Act, s 20]

The Authority may seek the SRC’s advice on:

(a) the system operator’s performance including against its
PPOs, security of supply function and any other function Security
important to the performance of the electricity system » Energy
and/or to reliability of supply - Capacity

(b) system operation issues, including industry development +
needs and priorities relating to system operations Reliability

(c) security of supply issues, including system security * Quality
assessments and security of supply forecasts * Outages

(d) reliability of supply issues, including planned and +
unplanned loss of supply and quality of supply issues System operator

(e) any other matters that the Authority considers to be within performance

the function of the SRC. ’
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Scope of SRC advice

/Authority scope \

Functions and powers under the The SRC 4 should
Electricity Industry Act 2010 e SRC can (and should)
provide advice on any

/ security/reliability aspect of the
SRC scope electricity industry.

> Matters related to “the performance of The Authority is the direct

the electricity system and the system recipient of all SRC advce.
Where advice is relevant to

another party, the Authority
passes that advice to the
relevant party.

\operator, and reliability of supply issues”

Commerce Commission scope

Functions and powers under the
\Commerce Act 1986 /
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‘Strategic themes’ from SRC’s 2020
strategy session provide the foundation

Performance of
network owners and
operators

How do we know hial nebeon

OPEFAtors and OWners {Govering
bath transmisaan and

distributen} are doing & good job
e managang their fske
appropristely?

Parformance assessmeants

Risk managemint

Workloros managamant and
denerapment

Impacts of new
technology

Howy da we manitor the impacts
of new technology and assass
the ability of the sysbam to absorh
and take most advantage of
these technokogies?

Sahety

Suecurity

Slardarcts and rogulsiion

Investment and marked sathngs

Monitoring and enforcement of
he abowe

Cyber security

how do we ensure that the sectar
i= managing and adapting o
these conatanly evelving risks on
an ongoing basis?

Fisk and threat wentficabon and
managamant

Repoiting of incdeni=

Dissermninaton of infiomaation

Impacts of disruption
on the longer-term
outlook for security
and reliability

How di e ensiine the Sechor
faniaing secure and reliabls

threagh significant ehanges in
dernand and supply?

Luiimgry chscrsnmesionng

kgathom and

Resilience of the
system to sudden,
unexpected shocks

How do we ensure (hat the sactor
s resisent 1o shocks?

W and kaming
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PEST analysis to identify recent/new factors
affecting security/reliability outlook®

Policy Economic

« Climate Change Commission released [naja fonu * Recovery from Covid-19 recession underway

nei: a low emissions future for Aotearoa - Tight near term outlook for power supply

= Various climate policy announcements (clean car

‘ « Closure/uncertain outlook for some large users
discount etc)

= New supply commitments starting to flow
* Government's 100% renewable generation target _ )
brought forward five years to 2030 * Skills shortages in some areas

+ Government investigation into storage solutions (NZ * Disruption to global supply chains

battery project) underway

Social Technology
« Rising electricity use » Gas market uncertainties
* Increasing concern about climate change » Thermal-related reviews underway (Contact, Genesis)

« Rising use of internet enabled devices/platforms = Falling costs for wind, solar, lithium batteries

« Rising number/severity of cyber attacks » Rising uptake of distributed energy resources (eg,
Aurora's agreement with SolarZero)

* Although some items could be categorised under multiple headings, only one is included for brevity
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How factors identified in 2021 PEST
analysis map to 2020 Strategic Themes

Resilience of
Impacts of

disruption on
the longer term
outlook for S&R

system to
sudden
unexpected
shocks

Impacts of new

Cyber securi
technology ¥ i

Climate Change Commission report released

Various climate policy announcements (clean car discount etc)
Government's 100% renewable generation target 2030
NZ battery project underway

Recovery from Covid-19 recession underway

Tight near term outlook for power supply
Closure/uncertain outlook for some large users

New supply commitments starting to flow

Skills shortages in some areas

Disruption to global supply chains

Rising electricity use

Increasing concern about climate change

|
|

Rising use of internet enabled devices/platforms

f\

Rising number/severity of cyber attacks

Gas market uncertainties

Thermal-related reviews underway

Falling costs for wind, solar, lithium batteries

Rising uptake of distributed energy resources
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Preparation before the meeting

To get the most out of the session, we ask that you come prepared to answer the
following questions :

1. Given the dewvelopments in the past year, is there anything in the SRC’s 2020
‘Strategic themes’ document that needs updating?

2. What are the top 3 issues that the SRC should focus on ower the next 2 -3 years?
In identifying these issues, SRC members should consider:

* relevance of each issue to SRC functions
* importance of each issue to achieving sector ambitions

« extent to which SRC can add a perspective/value not already covered by
other bodies/processes.
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