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Report Purpose

This report is Transpower’s review of its performance as System Operator in accordance with clauses
3.13 and 3.14 of the Electricity Industry Participation Code 2010 (the Code):
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Self-review must be carried out by market operation service providers

Each market operation service provider must conduct, on a monthly basis, a self-review of
its performance.

The review must concentrate on the market operation service provider's compliance with—
(a) its obligations under this Code and Part 2 and Subpart 1 of Part 4 of the Act; and
(b) the operation of this Code and Part 2 and Subpart 1 of Part 4 of the Act; and

() any performance standards agreed between the market operation service provider
and the Authority; and

(d) the provisions of the market operation service provider agreement.
Market operation service providers must report to Authority

Each market operation service provider must prepare a written report for the Authority on
the results of the review carried out under clause 3.13.

A market operation service provider must provide the report prepared under subclause (1)
to the Authority—

(a) within 10 business days after the end of each calendar month except after the month
of December:

(b) within 20 business days after the end of the month of December.
The report must contain details of—

(a) any circumstances identified by the market operation service provider in which it
has failed, or may have failed, to comply with its obligations under this Code and Part
2 and Subpart 1 of Part 4 of the Act; and

(b) any event or series of events that, in the market operation service provider’s view,
highlight an area where a change to this Code may need to be considered; and

(c) any other matters that the Authority, in its reasonable discretion, considers
appropriate and asks the market operation service provider, in writing within a
reasonable time before the report is provided, to report on.
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By agreement with the Authority, this report also provides monthly (rather than quarterly) reporting
in accordance with clause 12.3 of the 2025 System Operator Service Provider Agreement (SOSPA):

12.2 Monthly reports: The Provider must provide to the Authority, with each self-review report
under clause 3.14 of the Code:

(@)  areporton the progress of any service enhancement capex project or market design capex
project that has commenced and has either not been completed or was completed during
the month to which the report relates, including:

(i) to any actual or expected variance from the capex roadmap in relation to that capex
project; and

(i) the reasons for the variance;
(b) a report on the technical advisory services in accordance with the TAS guideline;
(c) the actions taken by the Provider during the previous month:

(i) to give effect to the system operator business plan, including to comply with the
statutory objective work plan;

(i) in response to participant responses to any participant survey; and
(iii) to comply with any remedial plan agreed by the parties under clause 14.1(i);

(d)  the technical advisory hours for the previous quarter and a summary of technical advisory
services to which those technical advisory hours related; and

() in the report relating to the last month of each quarter, the Provider’s performance against
the performance metrics for the financial year during the previous quarter.

System Operator performance reports are published on the Electricity Authority website in accordance
with clause 7.12 of the Electricity Industry Participation Code 2010 (the Code):

7.12 Authority must publish system operator reports

) The Authority must publish all self-review reports that are received from the
system operator and that are required to be provided by the system operator to the
Authority under this Code.

(2) The Authority must publish each report within 5 business days after receiving the

report.

Following the end of each Quarter, a system performance report is published on the Transpower
website
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1 Key points this month

Operating the power system

e On 4 May, the Oamaru-Studholme-Bells Pond-Waitaki-2 circuit and Oamaru Transformer 2
tripped, causing a 3.6 MW loss of supply at Bells Pond. The fault was in an area where suspected
bird faults had occurred previously. A successful reclose restored supply in just over an hour.

e On 8 May, the Hokitika-Otira-2 and Hokitika-Kumara-1 circuits tripped causing a loss of supply of
12 MW at Hokitika. A patrol of the fault location found no obvious cause, though high winds
were noted at the time. The circuits were successfully returned to service in two hours.

Security of supply

e Security of Supply Forecasting and Information Policy (SOSFIP) review: The new SOSFIP took effect
on 1 May and is reflected for the first time in the May Energy Security Outlook.

e Energy Security Outlook (ESO): The May update included lower coal and gas storage positions,
scheduled Huntly Rankine outages and delays in expected commissioning of future generation.
As a result, the risk curves increased in both 2026 and 2027. National hydro storage at the end of
May was 104% of the historic mean.

o New Zealand Generation Balance (NZGB): NZGB margins under the base case remain positive
through winter. But sensitivities show we are relying on a combination of slow start unit
commitment, high levels of intermittent generation, and all units to remain in service to meet a
peak demand greater than 90'" percentile from June through to the end of August.

e Security of Supply Assessment (SOSA) 2026: Consultation on the draft SOSA 2026 report was
completed in May. Feedback was largely in favour of introducing the Expected Future case, and
considering LNG and low intermittency as sensitivities. The final SOSA 2026 report will be
published by the end of June.

Investigations

e Under-frequency event investigations: In May, we provided the Authority with the Causation
Report for the event on 4 February 2026, which was in relation to a reduction in HVDC transfer.

Supporting asset-owner activity

e Outage coordination: In May, short notice outage volumes remained high, however, the volume
of work bundled into each outage continued to increase relative to previous years. The System
Operator has been supporting the Grid Owner and industry to co-ordinate outages on the
Wairekei Ring, providing preferred timings out to 2030. The System Operator has also been
engaging effected generators directly about how it will manage its dispatch of slow ramping
geothermal, ensuring control room operations are executed effectively.

e Generator commissioning and testing: In May we continued the commissioning of Mercury
Energy's Kaiwera Downs 2 wind farm (150 MW), and commenced commissioning of Aquila Clean
Energy Asia Pacific's Omeheu Solar Farm in Edgecumbe (27 MW). BrightFern Energy’s Dannevirke
solar farm (19 MW) and Harmony Energy’s Tauhei Solar Farm in the Waikato (150MW) are due to
begin commissioning in June 2026.

e Large loads commissioning and testing: We have worked with NZ Steel to help commission their
STATCOM and Arc Furnace at Glenbrook. There will be a change in ownership of the Glenbrook
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co-generation plant, and we will be assisting the new asset owner in their obligations. Work with
Fonterra/Simply Energy has focussed on Fonterra Whareroa load and generation changes. We
await the consideration of our formal request to the Electricity Authority for HWA1101 and
HWA1102 be classified as non-conforming.

Ancillary Services activity: We continue to progress the delivery of our ancillary services process
optimisation project, with the current phase scheduled to continue until the end of June.

Commitment to evolving industry needs

System Operator strategy development: We have developed a clear set of draft strategic priorities
and continued our industry engagement on these through May, including sessions with the
Authority’'s Market Operations Committee the Security and Reliability Council, and
representatives from electricity industry regulators and agencies. Feedback has informed the
draft strategy for phase 2 of our industry consultation in June.

Policy Statement review: Consultation on the draft amendment proposal opened in May for
submissions through until early June, followed by a one-week period for cross-submission.

Industry Exercise 2026: The annual pan-industry exercise, run jointly by the System Operator and
the Authority, was held on 20-21 May and received positive feedback from participants. This
year's scenario simulated an extreme space weather event, and around 300 people from more
than 50 organisations took part.

Evolving markets resource co-ordination: The three initiatives on tie-breaker provisions are at
various stages of development. We've completed the SPD audit and remain on track to implement
the tiebreaker solution by late June 2026. Our 1c Intermittent Generation offer floor Code change
proposal has been declined by the Authority. It intends to progress a full review of this area and
has yet to indicate a timeline for that work. As part of the Market Node Constraint initiative, there
is a planned MW enhancement change going into the Market System in August.

Interim BESS solution: We've completed the SPD audit and remain on track to implement the BESS
temporary solution by late June 2026.

NCC control room visit: A group of Authority staff visited our NCC Control Room and the Digital
Sub Station trial unit in the Wellington office on 8 May.

Demand Allocation Tool (DAT): This tool will provide an automated mechanism for the control
room to calculate demand limits for all participants whenever a grid emergency is forecast. We
had informed participants of the changes through our industry forums, and during May DAT was
successfully implemented into production, with go-live achieved on 14 May.

Technical advisory services:

TAS 120 — Multiple Frequency Keeping (MFK) review: In May, we received change request approval
from the Authority and progressed work to inform the implementation of MFK national selection
and full participation of BESS.

TAS 121- FSR Part 8 of the Code — common quality requirements: We continued to support the
Authority with progressing several consultation papers, including the BESS and BESS-hybrid
wholesale market arrangements issues and options paper. We also delivered the high-level
estimates for options to inform the Authority’s information sharing decision paper.

TAS 122 — Emergency Reserve scheme (ERS): In May, the ERS funding proposal was finalised and
submitted for consideration by the Authority’s Board at its June meeting. To support continuity
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of ERS activities, a variation to TAS122 was approved, providing interim funding certainty. An
industry co-design panel was established and two workshops were held.

Risk & assurance

Risk management: All assessments for the controls in this CSA round were completed by the end
of April and the feedback and analysis are currently under review. SLT sign off will be completed
by early June and the report finalised in mid-June.

Business assurance audits: The remaining two business assurance audits are on track for
completion by the end of the financial year.

Business assurance audit plan: The plan for 2026/27 is in the final stages of preparation for review
with the Authority.

Impartiality review: Transpower management have accepted the findings and recommendations
of the Deloitte audit into System Operator impartiality. In May, the findings and recommendations
were presented to the SOC and MOC, and the report shared with the Authority. Ongoing progress
as we implement these recommendations will be included in our monthly reports.
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2 Operating the power system

2.1 System events

Event Date Event Name Event Activity
04 May 2026 Loss of Supply to Te Bells = On 4 May, the Oamaru-Studholme-Bells Pond-Waitaki-
Pond (BPD) 2 (OAM-STU-BPD-WTK-2) circuit ~ and Oamaru

Transformer 2 (OAM T2)tripped at 17:46, causing a
3.6MW loss of supply at Bells Pond (Alpine Energy). The
fault location was in an area where previous suspected
bird-related faults had occurred. Given no call had been
received from the public about conductor being down,
fading light, and line patrol estimated time to be 2.5
hours away, a risk based decision was made to attempt
a reclose. Reclose was successful and supply was
restored at 18:57.

8 May 2026 Loss of Supply to On 8 May the Hokitika-Otira-2 (HKK-OTI-2) and
Hokitika (HKK) Hokitika-Kumara-1 (HKK-KUM-1) circuits tripped at
17:11, causing a 12MW loss of supply at Hokitika
(Westpower). The fault location was identified within
the Westpower owned section of the line, a patrol was
undertaken and no cause found, though high winds
were noted at the time. The circuits were successfully
returned to service at 19:12.

2.2 Market operations

Forecast v real-time residual variability:

In May more than 98% of the variability was covered by the 200 MW residual threshold.” This indicates
that entering a trading period with at least 200 MW of residual provided a high chance of having
sufficient market resources to meet the variability within the period.

We monitor the variations between forecast and real-time dispatch conditions to determine if the 200 MW residual
continues to provide sufficient coverage to cater for within trading period variations in demand and supply. The graph
in Appendix B presents, for the last 24 months, the proportion of time within each month that a 200 MW residual was
sufficient to cover the variation in load and intermittent generation between forecast (30 minutes ahead of real-time)
and real-time.
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3 Security of supply

Security of supply forecasting and information policy (SOSFIP) review:

On 27 February the EA announced its decision to approve our SOSFIP amendment proposal. The new
SOSFIP took effect on 1 May 2026 and is reflected in the May ESO published on 29 May.

Energy Security Outlook (ESO):

Our May Energy Security Outlook (ESO) included SOSFIP amendment updates to Watch and Alert
curve calculations, and reflect lower coal and gas storage positions, scheduled Huntly Rankine outages,
and delays in expected commissioning of future generation. As a result, the curves increased in both
2026 and 2027 relative to the April update. The energy security outlook for this winter remains healthy
with above average hydro storage and high levels of gas and coal storage. The contracted fuel case
shows strong 2026 contracted fuel position relative to the physical capability to source thermal fuels
(the base case). There is a more pronounced gap between the two cases in 2027, which reflects that
participants tend to contract for thermal fuel supplies closer to the time.

At 31 May, national hydro storage sat at 104%, following a recent period of slightly lower than average
inflows for both islands. The weekly market updates are available on our Market Operations weekly

report webpage.

New Zealand Generation Balance (NZGB) potential shortfalls:

NZGB margins in the base case remain positive through winter. The base case assumes a 90™ percentile
demand, all thermal plant is operating, wind at 20% of its capacity and that the largest generation unit
has been removed from service. However, our sensitivities and scenarios show that if demand is higher
than the 90" percentile we will relying on a mix of high levels of slow start unit commitment, high
levels of intermittent generation, and units to remain in service. Assuming all the of these things are
true, meeting a 100" percentile demand is achievable on all but 7 days in winter, where small negative
margins are present from late June to until the end of August.

Security of Supply Assessment (SOSA) 2026:

Our draft Security of Supply Assessment 2026 was published for consultation on 23 April. This year we
have evolved the format and presentation of analysis in the document to help improve its accessibility
and clarity of key messages for the industry.

The assessment shows an improvement in energy and capacity margins relative to SOSA 2025, but
highlights a potential gap in the NZ winter energy margin in the mid-term (2029-2031) even if
consented projects are delivered on time. Increasing the NZ-WEM above the lower security standard
can be achieved by developing additional consent-ready projects.

We received six submissions, and one cross submission, which have been published on our
consultation page. Responses were largely in favour of introducing the Expected Future case, and
considering LNG and low intermittency as sensitivities. The responses also highlighted that Security
Standards Assumptions Document (an Authority document which defines the assumptions and
security margins used in the SOSA) hasn't been substantially updated since 2011 and could benefit
from re-evaluation and modernisation.

The final SOSA 2026 report will be published by the end of June.
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4 Investigations

4.1 Under-frequency event (UFE) investigations

4 February 2026 Under Frequency Event: On 6 May we submitted our Causation Report for the 4
February 2026 UFE to the Authority. This event related to the ramp down and tripping of HVDC Pole
3. Our investigation involved reviewing information provided by the Grid Owner.

4.2 Significant incident investigations

Significant event: On 9 April 2026, high winds associated with Cyclone Vaianu caused an Edgecumbe-
Waiotahe line fault and an associated loss of supply. With strong winds and rain in the area, restoration
was completed 26 hours later when service providers could safely get to the area. Based on an average
interrupted load of approximately 8 MW over a duration of ~1,540 minutes (~26 hours), total unserved
energy is estimated at 205.3 MWh. The incident is categorised as a moderate significant event. We are
preparing the report for internal review prior to sending this to the Authority. We expect to be able to
provide the report to the Authority in June.

5 Supporting asset-owner activity

5.1 Outage coordination

We continue to work with the grid owner to minimise the impact their work programme has
encouraging them to planning their outages with longer lead times, do more work per outage,
smoothing outage volumes, and plan high impact outages with high levels of market engagement.
Longer lead times and smoothing of work allows the market to co-ordinate effectively, and doing
more work per outage reduces the overall outages needed, reducing the market impact of the grids
growing work programme in RCP4.

e The 12-month rolling average number of Short Notice Outage Requests (SNORs) has increased
during May, but this is mostly for secondary system outage and refinement of existing outages.
These have minimal impact on the system. The number of SNORs on primary assets (assets that
materially disrupt our outage plans) has stayed steady.

e The 12-month rolling average shows how well these bundles are working and the benefit of
incorporating work orders and different work crews on each outage. Work orders per outage
continued to rise during May, up 16% since July 2025. Different work crews per outage was
maintained during May, and remains up 2.5% since July 25 or 4% if compared to July 2024. This
collective bundling of work has led to an estimated avoidance of 900 outages, reducing the risks
and cost they would have imposed on all asset owners. To ensure this direction is maintained, the
Grid Owner has implemented a KPI with its service providers.

o Weekly outage volumes during May were managed within the guidelines provided by the System
Operator to the grid Owner of 80 per week. This means the outage driven workload can be
managed within the typical System Operator control room resourcing levels.

e The System Operator has provided advice to the Grid Owner on when it is best placed to take the
outages on the Wairekei Ring from 2026 to 2030. This outage constrains off 700 MW of geothermal
generation to the south and requires slow start Huntly generation to the north of the constraint.
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During May the system operator engaged with Geothermal generators on how we would manage
their generation down during the outage and will be doing an industry communication on during
its System Operator Industry Forum on the 13 July that covers all risks and how they will be
managed.

5.2 Generator and large loads commissioning and testing

Generation commissioning and testing

In May we continued commissioning Mercury Energy’s Kaiwera Downs 2 wind farm (150 MW), and
commenced commissioning of Aquila Clean Energy Asia Pacific's Omeheu Solar Farm in Edgecumbe
(27 MW). BrightFern Energy’s Dannevirke solar farm (19 MW) and Harmony Energy’s Tauhei Solar Farm
in the Waikato (150MW) are due to begin commissioning in June 2026.

The Power Systems and Markets teams are working with the following participants who are
commissioning or expecting to connect in the next 6 months:

e Mercury Energy’'s Kaiwera Downs 2 wind farm (150 MW connecting to the Transpower grid at KIW)
commenced commissioning 1 April 2026.

e Aquila Clean Energy Asia Pacific's Omeheu Solar Farm in Edgecumbe (27 MW connecting to
Horizon) began commissioning in May 2026.

e BrightFern Energy’s Dannevirke solar farm (19 MW directly connecting to the Transpower grid at
DVK) is due to begin commissioning in June 2026.

e Harmony Energy’s Tauhei at Waihou solar farm (150 MW connected to the Transpower grid at
WHU) is due to begin commissioning in June 2026.

e Lodestone’s Clandeboye Solar Farm (24 MW connecting to Alpine Energy) is due to begin
commissioning in June 2026.

e Mercury's Kaiwaikawe Wind Farm (77 MW connected to Northpower) is due to being
commissioning in July 2026.

e Genesis Energy’s Huntly BESS (100 MW connecting to the Transpower Grid at HLY) is due to begin
commissioning in July 2026.

e Contact Energy & Lightsource's Koéwhai Park Solar Farm at Christchurch Airport (170 MW
connecting to Orion) is due to begin commissioning in August 2026.

e Meridian’s Ruakaka Solar Farm (130 MW directly connecting to the Transpower grid at BRB) is due
to begin commissioning in October 2026.

e Contact Energy will be moving connection of their Patea hydro station (33MW) from Hawera to the
new Transpower substation at Ohangai.

e Fonterra will be taking dispatch for their Whareroa co-generation plant directly from Transpower,
rather than via Nova.

We are also working with existing generators to commission maintenance and upgrade projects, and
with Contact Energy to decommission the Taranaki Combined Cycle (TCC) generator.
Large loads commissioning and testing

We have worked with NZ Steel to help commission their STATCOM and Arc Furnace at Glenbrook, and
with Fonterra/Simply Energy on Whareroa load and generation changes.
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In August 2026, Fonterra will become a direct connect transmission customer at Hawera with their
Whareroa dairy factory. We expect the majority of embedded generation at this site to cease (~10 MW
may remain). Process driven demand of up to 80 MW will come online with the electric boilers.

We have made a formal request to the Electricity Authority for that HWA1101 and HWA1102 be
classified as non-conforming. The EA have begun their internal process to consider that request.

We continue to work with Fonterra and Simply Energy to ensure they will have a process to submit
bids for the load and with Fonterra to ensure the remaining generation at Whareroa is offered
separately to the market. We will have modelling to facilitate the load bids, and the generation offers
and dispatch for Whareroa,

Glenbrook co-generation

There will be a change in ownership of the Glenbrook co-generation plant. The System Operator will
be assisting the new asset owner in their obligations and changing the market system to accommodate
the required trading and dispatch changes.

Ancillary Services activity

Setup continues with a new ancillary services provider. There was one ancillary service contract
variation within the reporting period.

Potential amendments to the Ancillary services Procurement Plan that were deferred from the 2025
review continue to be considered, with decisions on whether to progress the items for inclusion in a
Procurement Plan amendment proposal to be made by 30 June.

We continue to progress the delivery of our ancillary services process optimisation project, with the
current phase scheduled to continue until the end of June.

Interruptible Load (IL):

The following table provides an overview of IL testing activity by the number of sites tested and
associated additional quantities for those sites. Work is ongoing to review the performance of reserves
service providers against contractual requirements during recent UFE's.

Number of sites Additional quantities in MW
Annual testing 0 sites N/A
Additional resource 5 sites 0.756 MW FIR 0.921 MW SIR
Removal of resources 0 sites 0 MW FIR 0 MW SIR

Generation Reserve (GR):

There was no GR testing activity in May.

Number of units overdue ‘

Testing 0
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Over-Frequency Reserve (OFR):

The following table provides an overview of OFR testing activity. We have been actively working with
Participants and our internal teams to address overdue testing requirements and have reduced this
number notably. We intend to continue this work and expect these figures to reduce further.

Number of units overdue ‘

Four yearly end-to-end relay testing 0
Two yearly control and indication testing 3
Circuit breaker testing 10

6 Commitment to evolving industry needs

System Operator Strategy development:

We have developed a clear set of draft strategic priorities, building on stakeholder engagement
completed to date. This will inform the next round of industry engagement in June and subsequent
strategy finalisation for submission to the Authority later in the year. We provided an update on the
System Operator Strategy to the Authority’s MOC on 25 May and incorporated their early feedback.

Policy Statement review:

The consultation is open for submissions until 4 June, followed by a one-week period for cross-
submission, closing on 11 June.

Pan-industry exercise:

The annual pan-industry exercise, run jointly by the System Operator and the Electricity Authority, was
held successfully on 20-21 May and received positive feedback from participants. This year's scenario
simulated an extreme space weather event, with a forecast geomagnetic storm threatening critical
electricity infrastructure. The exercise gave industry participants an opportunity to test their
operations, incident management, and communications teams, and to practise working together
ahead of a real emergency. Around 300 people from more than 50 organisations took part, along with
partners from the Aotearoa New Zealand Space Weather Science Advisory Panel. We will work with
the Authority to prepare a lessons learned report based on observations, small group feedback
sessions, workbooks completed by participants and a post-exercise survey.

Evolving markets resource co-ordination - Tie-breaker provisions:

There are three tie-breaker provisions at various stages of development:

o Tie-breaker: We've completed the SPD audit and remain on track to implement the tiebreaker
solution by late June 2026 (related to the challenges of scheduling low to zero-priced offers).

e 1c Intermittent Generation offer floor Code change proposal: This has been declined by the
Authority. It intends to progress a full review of this topic and is yet to indicate a timeline for that
work. As such we will continue to have to use operational discretion to manage oversupply in areas
with inflexible generation such as geothermal.

o Market Node Constraint: this initiative is designed to address the problem associated with (and
similar to the) Wairakei Ring transmission outages when there are multiple geothermal generators
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needing to remain at their minimum feasible levels of operation. The change will remove the need
for coordinators to manually adjust the constraints every time the minimum output at each
generator changes. The planned MW enhancement will rely on generator offers and apply a market
node constraint to the first tranche MW quantity and will update if the offered MW quantity
changes. This replaces the current manual process of creating MNC, then manually updating the
right hand side of the constraint when offered MW quantity changes, when 13.82 is claimed. The
change to deploy market node constraint is going into the Market System on the 27 August and
this will be communicated closer to the time.

Interim BESS solution:

Battery energy storage systems (BESS) Temporary Solution: We have completed the SPD audit and
remain on track to implement the BESS temporary solution along with the tie-breaker solution by late
June 2026.

Electricity Networks Aotearoa (ENA) Future Networks Forum (FNF):

The Future Networks Forum (FNF) working group (in which the System Operator is represented) and
the Authority met in May. The Authority’s DSO Roadmap is awaiting Board approval to publish, which
is expected to happen in June. The Authority has also advised no DSO specific activities from the DSO
roadmap are planned for the FY26/27. Consequently, discussions included the ongoing need for the
working group. Authority staff noted the group gave a valuable channel for cross-industry
engagement with the Authority. Authority staff advised a group may be sought to similarly assist the
them with their Flex Programme. Should that occur the group membership may change. We see a role
for the System Operator in such a group given all the interactions flex will have with system operations.

Security of Supply Assessment (SOSA) 2026:

Our consultation on the draft SOSA 2026 report has now closed. We received six submissions, and one
cross submission, which have been published on our consultation page. Responses were largely in
favour of introducing the Expected Future case and considering LNG and low intermittency as
sensitivities. The responses also highlighted that Security Standards Assumptions Document (An
Authority document which defines the assumptions and security margins used in the SOSA) hasn't
been substantially updated since 2011 and could benefit from re-evaluation and modernisation. We
are now working to complete the final SOSA 2026 report including our response to submissions by 30
June.

Future Security and Resilience (FSR):

In May we also presented to the Security and Reliability Council on Grid stability with the Authority
and provided an update on inertia risks to the Market Operations Committee. This SRC session was an
extended session covering our key stability concerns for the next few years given the increase in solar
generation capacity. We confirmed our key challenge is monitoring and assessing inverter-driven
stability issues and working on mitigations for periods of low inertia.

6.1 Connecting with the industry

System Operator industry forums:

We ran two standard industry forums in May. In the first forum we invited experts to apply to join the
co-design panel to provide practical, operational and market insights for the Emergency Reserve
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scheme. In the second forum we reminded participants that the Demand Allocation Tool was now live
and also of the upcoming Industry Exercise, which simulated a major space weather event.

Market Operations weekly reports:

Our Market Operations Weekly Report provides information to assist interested parties’ understanding
of the current security of supply situation? and other market events. These reports also include a
Market Insight each week covering a topic of interest to the industry. The reports we published this
month, and the Market Insight in each, are as follows?:

e 3 May - Relationship between seasonal climate outlooks and hydro Inflows.

e 10 May - High-level takeaways from the draft 2026 Security of Supply Assessment.
e 17 May - Winter 2026 preparedness: Installed generation vs peak capacity risk.

e 24 May - Winter 2026 preparedness: Visualising stress conditions with NZGB.

e 371 May - Winter 2026 preparedness: Navigating operational risks in real-time.

6.2 Supporting the Authority

Intermittent generation central forecasting project:

We have continued supporting the Authority and participants by highlighting the importance of
accurate Forecast of Generation Potential (FOGP) in real-time operations, while working with the
Authority to strengthen dispatch compliance and IG dispatch.

NCC control room visit:

Staff from the Authority visited our NCC Control Room and our Digital Sub Station in Wellington on 8
May. Relationship building exercises like this, strengthen our connection with our stakeholders, and
provide an opportunity for deeper learning of how we work, and how we are planning for the future.

6.3 International engagements

We had one of our Operations Manager's attend space weather week in the US during May to hear
about the latest science advancements and how other utilities are addressing the risk of space weather.
We will share more in due course. We also had a joint session with NESO to discuss Emergency Load
Shedding Schemes. In comparison to NESO, the System Operator's end-to-end approach from
planning and scheme design through to real-time monitoring, compliance, and testing delivers a more
deterministic and robust last-resort defence.

In April, an Operations Manager visited AEMO and Transgrid offices in Sydney to strengthen
cross-Tasman collaboration and gain insight into operational practices within a rapidly evolving power
system. The visit highlighted the critical role of structured, simulator-led operator training, supported
by ongoing competency development, as well as the value of purpose-built training environments
closely aligned to real-time operations. Discussions also noted the challenges of rapid change and
increasing system complexity — in Australia this is largely associated with high levels of rooftop solar
penetration and continuing growth. Overall, the engagement provided valuable perspectives on how

2 As required by the Security of Supply Forecasting and Information Policy section 11, incorporated by reference into the
Electricity Industry Participation Code 2010
3 Past Market Operations Weekly Reports including our weekly insights can be viewed on our website.
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Transpower can continue to evolve its training, facilities, and operational readiness to meet future grid
demands.

6.4 Media interactions

There were no media interactions through May.

7 Project updates

Progress against high value, in-flight market design, service enhancement and service maintenance
projects are included below along with details of any variances from the current CAPEX plan.

7.1 Market design and service enhancement project updates

Emergency Reserve scheme (ERS):

During May, the Emergency Reserve scheme (ERS) funding proposal, reflecting a moderated minimum
viable product design, was submitted to the Authority on 8 May. The proposal is expected to be
considered at the Authority’s June Board meeting. An update on work progressed in May under the
ongoing TAS initiative is provided in section 8 below.

Ancillary Services Cost Allocation System (ASCAS):

This project will deliver new software (ASCAS) to replace previous end-of-life technology which is vital
to accurate information sharing with the Authority and NZX. The project remains on schedule, with a
partial release to production scheduled for the end of June and final release and go-live planned for
August. User acceptance testing has started for the final testing rounds prior to the June release.

The tooling change portion of the IR Cost Allocation solution will be delivered as part of this project
with a go-live date of 1 October 2026. The Business Case has been completed, and we are awaiting
Authority Board funding approval in June. Planning has commenced to incorporate delivery of scope
needed for ERS cost allocation functionality, should that be achievable before the project team is
disestablished.

Demand Allocation Tool:

During May, the Demand Allocation Tool (DAT) was successfully implemented into production, with
go-live achieved on 14 May. The solution replaces the legacy Load Shed & Restore tool previously
used by the National Coordination Centre (NCC).

Operations Comms System Enhancements (OCSE):

Operational Notices solution delivery is progressing, with final defects and priority enhancements
underway and on track for completion by 30 June.

Control room of the future (CRoF):

During May, work progressed to confirm and provide the information required by IST to support the
development of time and cost estimates for both foundational technology capabilities and prioritised
CRoF initiatives.
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This activity advanced the development of an updated CRoF Initiative Roadmap, which is intended to
be presented to SteerCo to support forthcoming decisions on funding options and the approach to
the Investment Case.

Market Operator Interface (MOI) foundations:

The project remains on track, with Workstream 2 complexity being actively managed within available
schedule float and no impact to overall milestones. The project remains within its approved budget,
with risks and dependencies stable.

8 Technical advisory hours and services

TAS Statement of Work (SOW) Status Hours worked
during month
TAS 120 - Multiple Frequency Keeping (MFK) Review In progress 217 (SME)
12 (PM)
TAS 121 - Future Security and Resilience In progress 102.25 (SME)
10 (PM)
TAS 122 - Investigation into implementation options for In progress 557.75 (SME)
an MVP Emergency Reserve scheme 78.00 (PM)

TAS 120 Multiple Frequency Keeping (MFK) review

In May, we received change request approval from the Authority to progress work to inform the
implementation of MFK national selection and full participation of BESS. We have engaged IST to work
through the impacts of implementing these changes as part of the BESS enhancements market design
project.

In addition, the team progressed the frequency/inertia system need analysis studies, which will inform
the development of the frequency strategy work, which is planned for FY26/27. The team has started
drafting the findings and recommendations report.

TAS 121 FSR Workstream - Part 8 of the Code - common quality requirements:

We continued to support the Authority with progressing several consultation papers ahead of the
Authority Board meeting early May, including the hybrid Issues and Options paper. We delivered the
high-level estimates for options to inform the Authority’'s Information Sharing decision paper and
provided inertia data to the Authority ahead of Inertia FSR indictor update on the Authority website.
The team also progressed the reactive power hybrid curve refinement assessment initiative and will
present initial findings with the wider team next month. In parallel, we are planning for next year’s FSR
TAS programme.

TAS 122 - Investigation into implementation options for an MVP Emergency Reserve
scheme:

During May, the System Operator finalised and submitted the Emergency Reserve Scheme (ERS)
funding proposal for consideration by the Authority’s Board at its upcoming June meeting. To support
continuity of ERS activities, a variation to TAS122 was approved on 25 May. Progression of this initiative
to delivery remains contingent on Authority Board approval of the funding proposal. In preparation
for this, a Market Design letter is being drafted by the EA/SO, for execution following the Authority
Board decision and before the 30 June expiry of the current TAS.
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The Operational workstream progressed industry co-design, with 13 applications received and the co-
design panel established to participate in four workshops. To support this, John Hancock (Signature
Consulting) was engaged as independent chair and facilitator, for which we are now midway through
the workshops, with these to conclude by the end of June. Outputs from these will inform refinement
of the ERS concept design. In parallel, detailed planning activities continued, with a focus on refining
delivery approach and identifying procurement updates required to support implementation.

The Market System workstream progressed requirements development alongside drafting of the
Solution Options Development Approach (SODA). Test strategy and planning activities also
commenced.

Early activities for the FlexPoint workstream were initiated, including internal security assessment
activities and preparation of commercial documentation to support engagement with the platform
provider.

9 Risk and assurance

9.1 Risk management

Control Self-Assessment (CSA) Round 17: Each CSA round, five of the ten CSA controls are reviewed.
All assessments for the controls in this CSA round were completed by the end of April. The feedback
and analysis are currently under review. SLT sign off will be completed by early June and the high-level
results and actions shared with the Authority once the report is finalised.

9.2 2025/26 Business assurance audits

Two of the four audits for this year are complete. The auditors have delivered the draft report of
"Managing rolling outages during a security of supply event” to which we have responded with
management actions. The report is now with the auditor to finalise. We have received the draft report
on the SFT testing which is undergoing internal review and is on track to be completed by mid-June.

9.3 2026/27 Business assurance plan

The System Operator’'s proposal for the 2026/27 Business Assurance Plan is being finalised. This plan
outlines the audits we intend to recommend to the Authority for the upcoming financial year, along
with a selection of potential audits for 2027/28 and 2028/29. Once our proposal is completed, we will
schedule a meeting with Authority staff.
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10 Compliance

The Compliance actions for this month are set out below:

Asset Owner Compliance Monitoring

1.

Notification of Code Breaches

Regulation 22 Settlement Requests
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11 Conflicts of interest

We have two open items in the Conflict of Interest Register (below). These are being actively managed
in accordance with our Conflict of Interest procedure.

ID Title Managed by ‘

40 | General System Operator/Grid Owner dual roles: This is a general item = Corporate Counsel,
that will remain permanently open to cover all employees with a dual = Compliance and
System Operator/Grid Owner role. This item documents the actions = Impartiality
necessary to ensure impartiality in these circumstances; these items will
be monitored to ensure their continue effectiveness.

41 General relationship situation: This is a general item that will remain | Corporate Counsel,
permanently open to cover all potential conflicts of interest arising | Compliance and
under a relationship situation. This item documents the actions | Impartiality
necessary to prevent an actual conflict arising and will be monitored by
the System Operator Compliance & Impartiality Manager to ensure
their continued effectiveness.

12 Impartiality of System Operator

This section covers specific activity this month that involved internal information barriers in place, the
separation of key roles and functions, and oversight by Corporate Counsel, Compliance and
Impartiality.

Internal Audit Plan FY26 Q2: The System Operator Impartiality Review is a review of the framework
used for managing the impartiality of the System Operator function. Transpower management have
accepted the findings and recommendations of the Deloitte audit into System Operator impartiality.
The findings and recommendations were presented to the SOC on 18 May 2026 and the MOC on 27
May 2026. We shared the report with the Authority on 28 May 2026. We plan to report on our progress
with implementing the Deloitte recommendations in these regular monthly reports.

13 Performance & monitoring

Our System Operator performance against the performance metrics for the financial year, as required
by SOSPA 12.2 (e), will be provided in the final monthly report each quarter.
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14 Actions taken

The following table contains a full list of actions taken this month regarding the System Operator
business plan, statutory objective work plan, participant survey responses and any remedial plan, as
required by SOSPA 12.2 (c).

Items of interest Actions taken

To give effect to the = Undertake a full review of the System Operator strategy informed by

System Operator stakeholder consultation.
business plan Over May we continued building on stakeholder engagement by
strategic initiative developing a clear set of draft strategic priorities. An update on the System

operator strategy was presented to the Authority’s MOC in May. We will
seek more industry feedback in June (Phase 2).

Support security of supply for the future power system by delivering
the SOSFIP review.

The approved SOSFIP amendment proposal took effect from 1 May and
was reflected in the May ESO, published at the end of May.

Support future-focused market developments through white papers,
consultation processes and cross-industry forums

We are preparing two briefing papers for release in early June. One is on
lessons for New Zealand from the Iberian Peninsula blackout following the
publication of the ENTSO-E review of the event, and the other is on the
challenges facing Power System Stability.

We continued to progress two white papers. One is intended to set out
foundational activities needed to progress and support the developing
DSO/TSO transition. The other is to better understand the security or
supply implications of the growing contribution from IG, including to
inform the Authority’s SSAD review.

We have progressed the development of an education piece on outage
coordination.

Develop and begin implementation of system health, tool and
modelling roadmap.

We have drafted our initial power system health monitoring requirements
and high level roadmap. We are developing short term improvements, and
continue to discuss longer term plans with the Grid Owner, for enhancing
high resolution monitoring and assessment.

Continue to deliver modelling process improvements and build
maturity of modelling assurance and monitoring.

Our current focus in this area is to build in CACTIS timeline requirements
to our processes. We are also recruiting a modelling lead to provide
leadership over the generator and BESS modelling process.

Ensure our service keeps pace in an ever increasingly complex world
by implementing Control Room of the Future (CRoF) roadmap.

Work continues to understand the new/enhanced foundational technology
capabilities required for CRoF to develop a robust timeline and cost
estimate for these.
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Items of interest Actions taken

To comply with the System Operator Forecasting and Information Policy (SOSFIP)
statutory objective Refer to update in business plan section above.

work plan: Policy Statement review

The consultation was published on our website in May, with submissions
closing in early June, followed by a one week period for cross-submissions.

Procurement Plan

We have been engaging with participants on their 2025 Procurement Plan
consultation feedback on the items we chose to defer. We will collate all
feedback and, in accordance with the SOWP deliverable, consider our
approach to each item for amendment/inclusion or otherwise to a future
update of the Procurement Plan. It is anticipated that for amendments that
do not require further consultation we will incorporate these with proposed
FIR/SIR amendments planned for early FY27.

Reset System Operator Strategy
Refer to update in business plan section above.

In response to Our participant survey for 2026 opened in March and ran until 30 April.
participant We had 26 respondents. Overall the feedback was mostly positive about
responses to any the performance of the System Operator, with many respondents agreeing
participant survey or strongly agreeing that we are delivering service well. We received a wide

range of comments which we will review.

To comply with any No remedial plan in place.
remedial plan

agreed by the

parties under

SOSPA 14.1
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Appendix A: DISCRETION

Times when discretion was applied This Month
1B
16
14
m 13.82 (2)(a): Discretion
" applied as participant
unable to comply with
10 dispatch instruction
s m 13.70: System operator
exercises discretion in
6 departing from the
dispatch schedule
4
o ML ‘ | 1] ‘ I |||‘|| | I‘IIH IIHIIIII‘I‘ ‘ ‘H A | H‘I | ‘I H |-
12/05,/2025 12/06/2025 12/07/2025 12/08/2025 12/09/2025 12/10/2025 12/11/2025 12/12/2025 12/01/2026 12/02/2026  12/03/2026 12/04/2026 12/05/2026

System Operator applied discretion under cl 13.70 in 11 instances:
e 2instances at Huntly (HLY):
o 1 May, 1instance, claimed cl 13.82.2(a) rule exemption to a minimum of 205 MW, unable to comply with dispatch of 192 MW due to atmospheric conditions and would breach resource consent.
o 9 May, 1instance, claimed cl 13.82.2(a) as trying to keep Unit5 on due to residual concerns.
e 4 instances at Argyle (ARG):
o 4 May, 1instance, discretion off for Argyle_Blenheim1 switching.
o 8 May, 1instance, EC for Argyle_Blenheim circuit return.
o 11 May, 1 instance, Upper South Island switching.
o 15 May, 1 instance, Argyle_Blenheim circuit return.
e 1 instance at Kawerau (KAG):
o 6 May, 1instance, claimed cl 13.82.2(a) as discretion used to initially manage generators in LINK risk group EDG_OHK dispatched below running minimum due to binding risk.
e 1 instance at Kawerau (KAW):
o 6 May, 1instance, claimed cl 13.82.2(a) dispatched below running minimum due to binding risk.
e 1instance at Manapouri (MAN):
o 7 May, 1 instance, managing extended potline restoration.
e 1instance at Glenbrook (GLN):
o 8 May, 1 instance, applied discretion at end of trading period to test appropriate inputs, this was not dispatched. Immediately following half hour solve, this was dispatched correctly as offered.
e 1 instance at Kaikohe (KOE):
o 26 May, 1 instance, Ngawha B Generation tripped.
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Appendix B: RESIDUAL VARIABILITY

The below figure highlights the variability of the differences between 30-minute forecast values from the Non-response Schedule Short (NRSS) and 5-minute dispatch values from Real Time Dispatch (RTD). This variability is measured
as the difference between the forecast requirements on non-intermittent generation (30 minutes ahead of time) versus the requirements on non-intermittent generation during real-time dispatch. Therefore, in addition to load and
intermittent generation forecast errors, the variations also capture the intra-trading period variability i.e. the difference between half-hour average quantities (as used in the forecast schedules) vs 5-minute quantities (as used in RTD).

We monitor the percentage of the time where the error between what has been dispatched and what is forecasted to dispatched is less than 200 MW. Last month, this error was less than 200 MW 98.37% of the time. This indicates that
entering a trading period with ~200 MW of residual provides a high chance of having sufficient dispatchable market resources to meet variability between the 30-minute ahead forecast and the requirements within the trading period.
We monitor this variability and how it compares to the residual threshold to understand trends and inform any future updates of this threshold.
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