
 

 

17 July 2020 

 

Matthew Clark 

Regulation Branch, Commerce Commission 

44 The Terrace 

PO Box 2351 

Wellington 6140 

 

By email: regulation.branch@comcom.govt.nz 

 

Dear Matthew 

 

Cross-submission 

Major Capex Project draft decision: Waikato and Upper North Island 

Voltage Management Major Capex Proposal – Stage 1 
 

We welcome the opportunity to submit to views raised in response to the Commerce Commission’s draft 

decision on our Waikato and Upper North Island Voltage Management Major Capex Proposal – Stage 11. We 

support the Commerce Commission’s draft decision of our proposal.  

We wish to respond to several submitters’ comments relating to the draft decision, specifically relating to:  

a) Investment need date uncertainty 

b) Non-transmission solutions 

c) Beneficiaries for the investment and changes to the Transmission Pricing Methodology 

d) Specific technical queries. 

 

Investment need date uncertainty 

With this investment we are acting to ensure that market participants, and in particular consumers, are not 

exposed to the risk of power interruptions that would result after the retirement of generating units at Huntly, 

and/or as demand grows in the region.  

We agree with the draft decision that – in the absence of generation commitments – we need to continue with 

the proposal to mitigate the risks from a reduction in generation capacity at Huntly. To date there has not been 

a commitment from Genesis Energy to retain the existing generation capacity at Huntly beyond 2022 – and 

Genesis Energy’s submission on the Commerce Commission’s draft decision confirms that no such commitments 

have been made at this time.  

 
1 WUNIVM major capex proposal - Draft decision and reasons paper - 16 June 2020  
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We consider that the closure of the Tiwai Aluminium Smelter announced on 9 July 2020 creates uncertainty in 

the generation market and increases the likelihood of a reduction in generation capacity at Huntly. To date, our 

proposal has focussed on the removal of the Rankine units; however, with a reduction of ~600 MW of baseload 

demand with Tiwai’s closure other possibilities could now emerge. This includes market participants reassessing 

the need for baseload thermal generation, such as Huntly Unit 5. Any major reduction in generation capacity at 

Huntly will require the components in our proposal, although components may be able to be deferred 

depending on the exact generation mix at Huntly and in the wider WUNI region. 

We are cognisant that Genesis Energy and other market participants can make and implement decisions more 

quickly than we can commission new equipment. The timeline to build and commission our stage 1 components 

is tight – approximately 30 months. However, we remain open to deferring one or more of our stage 1 

components if: 

• it is confirmed there will be no change to Huntly generation until after winter 2023, or 

• there are material reductions in peak demand expectations in the WUNI region due to Covid-19, or 

• there are other material market announcements affecting the need described in our proposal. 

We intend to make a decision on the timing of components based on the latest information by 1 October 2020.     

Non-transmission solutions 

 

MEUG mentioned that they are not satisfied the option of using demand side management to defer spending 

capex has been proactively considered by Transpower. Specifically, MEUG highlighted Enel X’s submission on 

our short-list consultation which identified a lack of fixed availability payments from Transpower to vendors as a 

barrier to the use of demand response.  

Genesis Energy also submitted that non-transmission solutions (NTS) should be prioritised until there is greater 

certainty concerning changes in demand and supply in the region.  

In our process, and in our proposal, we have considered NTS. We issued a second request for information (RFI) 

on NTS for this project between October and November 2019. We received three responses, only one of which 

met our requirements and had the potential to economically replace or defer a stage 1 component. We did not 

receive any responses from demand response vendors, other than a small diesel generation option.  

We noted Enel X’s submission when preparing our RFI, and stated in the RFI we were open to considering 

establishment, availability, and delivery payments for NTS. Therefore, we do not consider payment structure was 

a barrier to vendors considering our RFI.   

We are currently undertaking a formal procurement process for the remaining NTS option, which has the 

potential to replace the Upper North Island dynamic reactive device, but is not large enough to defer or replace 

both dynamic reactive devices. While this option has the potential to provide option value, given its size it is still 

likely to be a significant investment. We expect to receive firm pricing and agree terms for the NTS in 

September, at which point we will make a final assessment against the Upper North Island dynamic reactive 

device. We will seek an amendment to our proposal if the non-transmission solution is successful. 

Beneficiaries for the investment and changes to the Transmission Pricing Methodology 

Some submissions were made with respect to the beneficiaries of the investment, who should pay for it and 

how charges would be allocated under the Electricity Authority’s new Transmission Pricing Methodology (TPM) 

guidelines. 



 

 

Energy Trusts of New Zealand Inc (ETNZ) submitted that the main beneficiaries of the proposal will be the 

generators but the beneficiaries pay approach to transmission pricing allocates virtually all transmission costs to 

consumers and distributors rather than generators. Vector would like to see an estimate of the changes to 

existing transmission charges for connected parties by applying the new TPM guidelines.  

We have recently begun the process to develop a TPM in line with the Electricity Authority’s new guidelines by 

30 June 2021. Given our current stage in the process it is not possible for us to estimate the changes to existing 

transmission charges for connected parties by applying the new TPM guidelines. 

Specific technical queries 

Design recommendations regarding the SPS 

Vector’s submission states that they are concerned the demand management scheme could result in higher 

interruptions for Auckland customers resulting from maloperation and note the range of measures that 

Transpower will put in place to minimise this risk. Vector also suggest all non-critical GXPs should be armed on a 

rotation basis regardless of size; and any load shedding equipment should be installed by Transpower at the 

GXP level as the appropriate party to manage risks around transmission voltage. 

With respect to all non-critical GXPs being armed on a rotation basis, there are technical constraints that would 

prevent some GXPs in the WUNI region from participating in the scheme. For example, not all GXPs are equally 

effective at tripping load to prevent voltage collapse. Some GXPs may be excluded due to their load 

composition, specifically a high quantity of motor load which could cause an overcorrection of voltage and an 

over-voltage event. Furthermore, each GXP that participates in the scheme will increase the capital cost to 

implement the scheme by ~$500,000. Given this increase in cost and the very low probability that the scheme 

will operate, we do not consider including more GXPs than required to be justified. In the extremely unlikely 

event the scheme did operate, we would consider adding new GXPs to ensure the same consumers were not at 

risk a second time (if doing so did not reduce the effectiveness of the scheme). Of those GXPs that are 

technically feasible we intend to select those that minimise the capital, operating and unserved energy costs of 

the scheme. 

We agree with Vector that any load shedding equipment should be installed by us at the GXP level as the 

appropriate party to manage risks around transmission voltage. 

Validation of motor load assumptions 

Vector submitted that Transpower needed to verify its assumptions used to represent the load response 

sensitivity (the voltage response modelling assumptions used to represent the load response) against actual 

observed responses to voltage events. Vector consider this verification work should be undertaken as the 

voltage sensitive load assumptions used by Transpower may no longer be valid. 

It has not been possible to observe the voltage events that result in a widescale loss of voltage sensitive load 

because the under and over voltage conditions required to cause such an event have not existed under recent 

demand and generation levels in the WUNI region. If we waited to validate our assumptions in the real-world 

before investing, we would risk the very event we are investing to avoid (cascade failure).    

However, we have observed local voltage events that resulted in the loss of voltage sensitive load at a single or 

a small number of GXPs, or during low load conditions, which support our voltage sensitive load assumptions. 

For example, Transpower has in the past experienced faults during light load periods resulting in a significant 

(10%) reduction in WUNI load due to voltage sensitive loads reducing output or tripping off, which 

demonstrates the potential for a widespread loss of voltage sensitive load in response to a fault. Furthermore, in 

past events we have observed up to 80% of voltage sensitive load tripping in localised areas, which – if 



 

 

experienced throughout the WUNI region – would be consistent with our over-voltage modelling assumptions. 

Therefore, we believe that our voltage sensitive load assumptions continue to be valid. 

 

If you have queries relating to this submission, please do not hesitate to get in touch. 

 

Yours sincerely  

 

 
 

John Clarke   

General Manager – Grid Development 


