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Executive summary 
Clause 8.42A(1) of the Electricity industry Participation Code 2010 (Code) requires that the 

system operator conduct a full review of the ancillary services procurement plan at least once 

every 2 years. After carrying out a review, the system operator has decided to propose a 

number of amendments to the current procurement plan.  

On 24 September 2021, the system operator advised the Electricity Authority (Authority) of its 

decision and submitted a draft procurement plan and supporting information to the Authority. 

Before deciding whether to approve the draft procurement plan, the Authority must consult on 

the proposed amendments. 

The system operator proposes to amend:  

• the ancillary services procurement methodologies and processes, detailed in the main 

body and Appendix A of the procurement plan 

• the technical requirements, detailed in Appendix B of the procurement plan, for each of 

the ancillary services:  

o frequency keeping 

o instantaneous reserve 

o over frequency reserve 

o black start  

o voltage support. 

In addition, the draft procurement plan includes changes intended to align with a Code 

amendment developed by the Authority that will enable energy storage systems (ESSs) to 

provide instantaneous reserve while discharging. The Code currently does not allow this and 

this represents a regulatory gap. Developments in new technologies, particularly in battery ESS, 

and corresponding investment announcements in large battery technology, are occurring with 

increasing frequency. 

While the proposed Code amendment is technology neutral, it requires a complementary 

amendment to the ancillary services procurement plan to give effect to specific ESS 

technologies. This will initially focus on battery ESSs that can meet the system operator’s 

technical requirements for instantaneous reserve. Future procurement plan amendments will be 

required to enable aggregations of smaller, distributed battery ESSs – and other ESS 

technologies – to participate in ancillary services markets. 

Some of the proposed amendments may trigger consequential changes to ancillary services 

procurement contracts. Any such changes will be implemented as and when the relevant 

procurement contracts become due for renewal.  

This consultation paper relies on supporting information provided by the system operator, 

particularly the system operator’s view regarding the objectives, alternative means of providing, 

and the costs and benefits of the proposed changes.  

The Authority will consider all submissions received, including the system operator’s should it 

wish to provide a submission or, having reviewed other submissions, a cross submission. Once 

finalised, the procurement plan will take effect when it is adopted by the Authority by giving 

notice in the Gazette. The Authority expects to be able to do this by 1 April 2022.
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1 What you need to know to make a submission 

What this consultation paper is about 
1.1 The purpose of this paper is to consult with interested parties on the Authority’s proposal 

to adopt the changes to the procurement plan proposed by the system operator. 

1.2 The system operator’s procurement plan plays a key role in the set of rules, contracts 

and other arrangements that collectively deliver common quality and orderly system 

operation. 

1.3 The procurement plan sets out, for each ancillary service, the principles that the system 

operator will apply, and the process that the system operator will follow, in assessing the 

quantity required to be purchased for each service. The procurement plan also sets out 

the proposed approach to procuring the ancillary services it needs and the key terms the 

system operator intends to include in the contracts it negotiates with ancillary service 

providers. 

1.4 On 24 September 2021, the system operator submitted a draft procurement plan to the 

Authority to apply from 1 April 2022. The amendments, if adopted, would result in a 

procurement plan that: 

(a) improves the reliability of ancillary service arrangements through enhancements 

to: 

(i) frequency keeping 

(ii) instantaneous reserve 

(iii) over frequency reserve 

(iv) black start 

(v) voltage support. 

(b) enables a battery energy storage system (battery ESS) to exercise its unique 

capability to offer instantaneous reserve across its full capacity range, from 

charging at its full rate of charge to discharging at its full rate of discharge, and any 

state in between 

(c) is generally clearer and easier to understand, thereby reducing uncertainty and 

risk.  

1.5 The procurement plan is a document incorporated by reference into the Code in 

accordance with the Electricity Industry Act 2010 (Act). The process for amending or 

replacing the procurement plan is governed by clauses 8.42A to 8.44 of the Code, and 

generally by Schedule 1 of the Act.  

1.6 Clause 8.44 requires that the Authority consult on a draft procurement plan submitted to 

the Authority by the system operator. This consultation paper has been prepared to fulfil 

that obligation. 

How to make a submission 
1.7 The Authority is required to provide a copy of all the submissions it receives to the 

system operator, and to publish the submissions, which it will do by making them 

available on the Electricity Authority website and notifying interested persons through 

Market Brief. 
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1.8 The Authority’s preference is to receive submissions in electronic format (Microsoft 

Word) in the format shown in Appendix A. Submissions in electronic form should be 

emailed to battery@ea.govt.nz with “Consultation Paper – Procurement Plan 2021” as 

the subject line.  

1.9 If you cannot send your submission electronically, post one hard copy to either of the 

addresses below, or fax it to 04 460 8879. 

Postal address Physical address 

Procurement Plan Submissions 

Electricity Authority 

PO Box 10041 

Wellington 6143 

Procurement Plan Submissions 

Electricity Authority 

Level 7, Harbour Tower 

2 Hunter Street 

Wellington 

1.10 Please note the Authority wants to publish all submissions it receives. If you consider 

that we should not publish any part of your submission, please: 

(a) indicate which part should not be published 

(b) explain why you consider we should not publish that part 

(c) provide a version of your submission that we can publish (if we agree not to 

publish your full submission). 

1.11 If you indicate there is part of your submission that should not be published, we will 

discuss with you before deciding whether to not publish that part of your submission. 

1.12 However, please note that all submissions we receive, including any parts that we do not 

publish, can be requested under the Official Information Act 1982. This means we would 

be required to release material that we did not publish unless good reason existed under 

the Official Information Act to withhold it. We would normally consult with you before 

releasing any material that you said should not be published. 

When to make a submission 
1.13 Please deliver your submissions by 5pm on Tuesday 7 December 2021.  

1.14 We will acknowledge receipt of all submissions electronically. Please contact the 

Authority info@ea.govt.nz or 04 460 8860 if you don’t receive electronic 

acknowledgement of your submission within two business days. 

  

mailto:battery@ea.govt.nz
mailto:info@ea.govt.nz
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2 The system operator proposes to amend the current 
procurement plan 

The system operator has reviewed the procurement plan 
2.1 The procurement plan is the system operator’s plan for procuring ancillary services. 

Clause 8.42A(1) of the Code requires the system operator to review the procurement 

plan at least once every two years.  

2.2 The Authority was last notified of a review of the procurement plan in 2020. The 

Authority consulted on the amendments proposed by the system operator as required by 

clause 8.44(1). After considering submissions and a cross submission from the system 

operator, the Authority decided to amend the procurement plan and duly provided notice 

of the amended procurement plan in the Gazette. Accordingly, the current procurement 

plan has been in effect since 1 December 2020.  

2.3 The system operator has now notified the Authority of the results of its most recent 

review, as required by clause 8.42A(1). The system operator advised the Authority that 

the focus of its review was to:  

(a) implement changes to the procurement plan consequential to the Authority’s draft 

decision to amend the Code to enable an energy storage system (ESS) to offer 

instantaneous reserve while discharging1 

(b) in respect of each ancillary service, ensure that the procurement plan remains fit 

for purpose. 

2.4 As part of its review, in August 2021, the system operator invited comments from 

participants as required by the Code and received five submissions, one of which was 

submitted in confidence. The 4 parties that provided non-confidential submissions to the 

system operator were: 

(a) Mercury Energy  

(b) Contact Energy  

(c) SolarZero  

(d) EnelX. 

2.5 The system operator’s review findings, and its consideration of the submissions it 

received, are reflected in the draft procurement plan it submitted to the Authority on 24 

September 2021.  

2.6 Having received the system operator’s draft procurement plan and the supporting 

information required under clause 8.42A(2), the Authority is now consulting on the draft 

procurement plan in accordance with clause 8.44. 

The issues being addressed by the changes 
2.7 The following paragraphs provide a high level description of the proposed amendments 

to the procurement plan for each of the ancillary services. The system operator provided 

 
1  The Authority consulted on a proposal to amend the Code from 8 April 2021 to 6 May 2021, see: 

https://www.ea.govt.nz/development/work-programme/evolving-tech-business/batteries-as-instantaneous-

reserve/consultations/. The Authority subsequently decided to amend the Code, subject to complementary 

amendments being made to the procurement plan, see: https://www.ea.govt.nz/development/work-

programme/evolving-tech-business/batteries-as-instantaneous-reserve/development/. 

https://www.ea.govt.nz/development/work-programme/evolving-tech-business/batteries-as-instantaneous-reserve/consultations/
https://www.ea.govt.nz/development/work-programme/evolving-tech-business/batteries-as-instantaneous-reserve/consultations/
https://www.ea.govt.nz/development/work-programme/evolving-tech-business/batteries-as-instantaneous-reserve/development/
https://www.ea.govt.nz/development/work-programme/evolving-tech-business/batteries-as-instantaneous-reserve/development/
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further context and rationale for each of the proposed amendments when it consulted 

with participants in August 2021.2 

Frequency keeping 

2.8 If adopted, the proposed changes to frequency keeping would: 

(a) introduce a requirement for back-up single provider frequency keeping providers to 

conduct a pre-contract technical review 

(b) introduce a maximum response time for back-up single provider frequency keeping 

(c) increase monitoring requirements for back-up single provider frequency keeping;  

(d) introduce a requirement for measurement accuracy for single provider frequency 

keeping when monitoring frequency time error 

(e) increase and align the data retention requirements for both multiple and back-up 

single provider frequency keeping 

(f) align single provider frequency keeping requirements for block and station dispatch 

groups with multiple provider frequency keeping 

(g) align offer timeframe requirements with the current gate closure period 

requirements  

(h) introduce additional dispatch requirements 

(i) introduce responsibilities to share data with the system operator associated with 

special testing.   

Instantaneous reserve 

2.9 The changes proposed to instantaneous reserve intend to:  

(a) improve certain provisions related to performance requirements, monitoring, 

periodic testing and data sharing 

(b) make complementary changes that give effect to the Authority’s draft decision to 

amend the Code to enable battery ESS to offer instantaneous reserve while 

discharging.  

2.10 If adopted, the proposed changes to instantaneous reserve would: 

(a) introduce performance requirements for the different forms of instantaneous 

reserve 

(b) increase instantaneous reserve monitoring 

(c) reduce the frequency of periodic testing of equipment used to provide interruptible 

load other than that provided by battery ESS  

(d) introduce a requirement for instantaneous reserve equipment to be tested upon 

completion of changes to equipment that could impact its instantaneous reserve 

performance 

(e) make distinctions between requirements for generation reserve and interruptible 

load provided by battery ESS and interruptible load other than that provided by 

battery ESS 

 
2  The system operator’s August 2021 consultation paper is attached as Appendix E. 
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(f) introduce responsibilities to share data with the system operator associated with 

special testing and responses to under-frequency events. 

Over frequency reserve 

2.11 If adopted, the proposed changes to over frequency reserve would: 

(a) reduce the frequency of periodic testing of over frequency reserve equipment 

(b) introduce data sharing responsibilities associated with special testing. 

Black start 

2.12 If adopted, the proposed changes to black start would: 

(a) introduce requirements for ancillary service agents to notify the system operator 

upon rectification of an issue causing failure to perform black start 

(b) reduce the baseline testing requirements for black start equipment. 

Voltage support 

2.13 If adopted, the proposed changes to voltage support would: 

(a) introduce responsibilities to share data with the system operator associated with 

special testing. 

Potential Future Procurement Plan Changes  
2.14 The system operator’s review highlighted a number of other issues that will require 

further investigation, possibly resulting in future changes to the procurement plan.  

2.15 For participant information only (i.e., these topics are not discussed further in this 

consultation paper), the possible future changes identified by the system operator relate 

to:  

(a) single provider frequency keeping provision methodology 

(b) single provider frequency keeping performance requirements  

(c) interruptible load over-delivery 

(d) classifications for instantaneous reserves 

(e) additional requirements for tail water depressed reserve 

(f) incorporating references to companion guides.  

2.16 Please note that these are potential topics only and more or less topics may come to 

light once further reviews have been carried out. The system operator’s August 2021 

consultation paper provides further context for its future procurement plan work program. 

A copy is attached as Appendix E. 

3 The Authority is now consulting on the system 
operator’s draft procurement plan 

3.1 Before deciding whether to approve the draft procurement plan, the Authority must 

consult on the proposed amendments. 

3.2 The consultation process is different from the process for making a Code amendment. 

This is because: 
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(a) the procurement plan consultation process is specifically provided for in the Code 

rather than the Act 

(b) the amendments are developed and proposed by the system operator, not the 

Authority  

(c) the procurement plan is a document incorporated by reference into the Code under 

section 32(3) and Schedule 1 of the Act. 

3.3 In preparing this consultation paper, the Authority has drawn on the material submitted 

by the system operator in support of the draft procurement plan, including: 

(a) the material the system operator published as part of its engagement with 

participants during the review process 

(b) the information the system operator provided about the proposed amendments, 

which is included in this consultation paper as Appendix B 

(c) the feedback provided to the system operator in the 4 non-confidential 

submissions it received, and the system operator’s consideration of those views; a 

table of the submissions received is included in Appendix C.  

4 The Authority has evaluated the draft procurement 
plan amendments 

The system operator’s proposed amendments  
4.1 The amendments proposed by the system operator following its review are set out in 

clean and tracked change versions, attached as Appendix D. 

4.2 Appendix B fulfils the system operator’s requirement under 8.42A(2)(a)–(c) to provide:  

(a) an explanation and a statement of the objectives of the proposed change 

(b) an evaluation of the costs and benefits of the proposed change 

(c) an evaluation of alternative means of achieving the objectives of the proposed 

change. 

4.3 Appendix C fulfils the system operator’s requirement under clause 8.42A(2)(d) to provide 

a list of the persons consulted and a summary of the submissions received. 

The objectives of the proposed amendments are to improve and 
expand the procurement of ancillary services 

4.4 The objective of reviewing the procurement plan is to ensure ancillary services continue 

to be procured competitively, reliably and efficiently. 

4.5 More specifically, drawing from the supporting material submitted by the system 

operator, the objectives of the proposed procurement plan amendments include: 

(a) reducing ancillary service costs by enabling more competitive and efficient 

ancillary service procurement 

(b) reducing system operator administrative costs 

(c) improving reliability though enhanced ancillary service monitoring and testing 

(d) ensuring the procurement plan reflects actual practice and processes 
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(e) providing a procurement plan that is clearer and easier to understand, thereby 

reducing uncertainty and risk 

(f) aligning with a draft Code amendment to enable battery ESS owners to offer 

instantaneous reserve while discharging. 

The benefits are expected to outweigh the costs  
4.6 The Authority has considered the costs and benefits of the individual amendments 

proposed by the system operator, drawing on the material submitted with the draft 

procurement plan.  

4.7 The Authority considers that the proposal to replace the existing procurement plan with 

the draft procurement plan included in Appendix D would meet the objectives 

summarised in paragraph 4.5 above, and as set out in Appendix B for each specific 

proposed amendment. 

4.8 The Authority accepts the system operator’s determination that there should be few 

identifiable costs arising for ancillary service providers. This is because the proposed 

amendments are broadly administrative in nature and/or reflect current practice. 

4.9 While the overall magnitude of the costs and benefits is difficult to quantify, the 

Authority’s view is that the benefits of the proposal would outweigh any costs. Further, 

with respect to the part of the proposed amendments to enable a battery ESS to offer 

instantaneous reserve while discharging, we note that the Authority’s own analysis of the 

costs and benefits of that specific change has revealed strong quantified net benefits. 

That analysis was included in paragraphs 3.11 to 3.28 of this consultation paper: 

https://www.ea.govt.nz/assets/dms-assets/28/Consultation-Paper-Battery-Energy-

Storage-Systems-Offering-Reserve.pdf  

4.10 However, the Authority is cautious that changes that seem small may have implications 

for participants of which it is unaware. The Authority therefore invites stakeholders to 

comment on the assessment of the costs and benefits of the proposal. 

Q1. Do you agree with the Authority’s overall assessment of the proposal? If not, what 

alternative assessment would you make and why? 

The Authority invites comments on alternatives 
4.11 Appendix B provides a column in the table submitted by the system operator that 

provides the system operator’s views on alternative means to the amendments it has 

proposed. 

4.12 The Authority acknowledges the system operator’s views but understands that other 

alternatives may exist that have not been identified, and therefore invites stakeholder 

feedback on alternative means. 

Q2. Are there alternative means to any of the individual amendments proposed by the 

system operator that you consider better meet the proposal objectives? If so, please 

describe the alternative and why you prefer it. 

4.13 The Authority also invites stakeholder feedback on the technical drafting proposed by 

the system operator to give effect to the amendments. 

https://www.ea.govt.nz/assets/dms-assets/28/Consultation-Paper-Battery-Energy-Storage-Systems-Offering-Reserve.pdf
https://www.ea.govt.nz/assets/dms-assets/28/Consultation-Paper-Battery-Energy-Storage-Systems-Offering-Reserve.pdf
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Q3. What comments do you have on the proposed drafting of the amendments, as set out 

in Appendix D? If you disagree with the drafting or can suggest improved drafting, 

please provide this. 

The Authority proposes to replace the procurement plan in its 
entirety 

4.14 The process of amending the procurement plan allows the Authority to choose whether 

to amend the current procurement plan or replace it in its entirety. The Authority bases 

its decision on the extent of the amendments proposed by the system operator. 

4.15 In this case, the Authority proposes to replace the existing procurement plan in its 

entirety with the draft procurement plan set out in Appendix D, incorporating any further 

amendments the Authority may make following this consultation.  
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Appendix A Format for submissions 

Submitter  

 

Question Comment 

Q1. Do you agree with the 
Authority’s overall 
assessment of the proposal? 
If not, what alternative 
assessment would you make 
and why? 

Q2. Are there alternative means 
to any of the individual 
amendments proposed by 
the system operator that you 
consider better meet the 
proposal objectives? If so, 
please describe the 
alternative and why you 
prefer it. 

Q3. What comments do you have 
on the proposed drafting of 
the amendments, as set out 
in Appendix D? If you 
disagree with the drafting or 
can suggest improved 
drafting, please provide this. 
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Appendix B Information submitted by the system operator in support of its draft 
procurement plan 

B.1 The system operator included the following table in its draft procurement plan submission to the Authority.  

B.2 This information includes an explanation of each proposed change, a statement of its objectives, an evaluation of the costs and benefits 

and an evaluation of alternative means of achieving the objectives. This information is required by clause 8.42A(2). 
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Appendix C The system operator’s summary of the submissions it received 
 

C.1 The system operator submitted the following table as supporting material. This information is required by clause 8.42A(2)(d) of the Code. 

C.2 The system operator consulted with participants included in the Authority’s participant register, which may be accessed at: 

https://www.ea.govt.nz/operations/industry-participants/participant-register/  

C.3 Non-confidential submissions were received from Contact Energy, Mercury Energy, EnelX  and solarZero. 

C.4 The system operator elected to submit respondents’ full submissions.  

C.5 Commentary in the “Transpower’s Response” column reflects the system operator’s own views. 

https://www.ea.govt.nz/operations/industry-participants/participant-register/
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Appendix D Draft procurement plan amendment 
 

D.1 Copies of both clean (D1) and marked-up (D2) versions of the proposed procurement plan are available as separate documents on the 

Authority’s website in the same location as this consultation paper. 
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Appendix E The system operator’s August 2021 consultation paper 
 

E.1 A copy of the system operator’s August 2021 consultation paper is available as a separate document on the Authority’s website in the 

same location as this consultation paper. 
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