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Nau mai, haere mai
Welcome

Today's session will be facilitated by

Jo Goudie
Principal Analyst
Wholesale Policy

PLEASE NOTE

For today's session

« The session will be recorded, and the slides and recording published on our website. Refer to our Privacy Policy

« You'll be able to ask questions at the end of the presentation via the Q & A function in Teams.
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He Karakia Timatanga me te Whakakapi Kaupapa

Kia tau nga manaakitanga a te mea ngaro Let the strength and life force of our ancestors
ki runga ki téna, ki téna o tatou Be with each and every one of us

Kia mahea te hua makihikihi Freeing our path from obstruction

kia toi te kupu, toi te mana, toi te aroha, toi te Reo So that our words, spiritual power, love, and
\ETelql language are upheld

kia taturu, ka whakamaua kia tina! Tina! Permanently fixed, established and understood!
Hui e, Taiki e! Forward together!
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Here's what
we'll cover in
the session

today

Where standardised flexibility products
fit in the Authority’s work

Purpose and process for the design of
standardised flexibility product/s

The role of the Electricity Authority
Advisory Group in providing expert peer
review

Recommended product
and recommendations to the Electricity
Authority

Next steps for supporting trading
Your questions.
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Introducing Rob Bernau

Rob Bernau
Programme Lead,
Energy Competition Task Force
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Where do Standardised Flexibility Products fit?

\

Energy Competition
Task Force

1B Standardised
flexibility products

* Increasing competition in
flexibility

-

\

Market Development
Advisory Group

 Recommendation 8

* Price discovery for
flexible supply

-

\

Risk management
review

« Concern about availability
of shaped products

* Highlighted the need for
more investment in
flexibility




Standardised Flexibility Co-design Group

Shaun Goldsbury
Chair of the Standardised

Flexibility Products Co-design
Group
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Introducing the Co-design Group Members

« Shaun Goldsbury, BraveTrace, CEO (Chair)

« James Tipping, Vector, General Manager Market Strategy/Regulation

« Karl Arns, emhTrade Markets Ltd, OTC Solutions Manager/Sales Trader

« Matt Carnachan, Hiringa Energy Ltd, Head of Trading and Energy Markets
« Michael Jefferson, Enel X, Head of Development and Innovation

* Nick Haines, The Energy Collective, Group CFO

e Paul Morrison, Meridian, Financial Product Owner

« Tim Boyce, Contact Energy, Head of Wholesale Markets
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Scope of
group's
terms of

reference

Scope of the Co-design Group

In recommending a product, or products, the Co-design Group will consider
the benefits and costs of a product, the trade-offs between liquidity, system
efficiency, ease of participation, and effort to implement. These can be
assessed as:

(@)

(b)
(c)

(d)

(€)

the product’s likelihood to be traded by market participants. Meaning
that there are both natural sellers and buyers of the product

the product can be traded by new market entrants

the product does not introduce or exacerbate system level
inefficiencies

the product maintains or augments incentives for all participants to
invest in demand flexibility services and technologies (e.g., batteries)

the product can be implemented easily and without changing the
Electricity Industry Participation Code 2010 (Code).
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Problem definition

Problem

Managing uncertainty of load
and generation

Price discovery of peak products
o Price discovery of demand side
flexibility

Inter-seasonal firming

Dry year firming

3 Not as urgent, no existing
solutions

1= Urgent, no existing solutions
1= Urgent, no existing solutions

4= Some solutions, not urgent

4= Some solutions, not urgent



Success criteria
Criteria e

Price discovery Must be actively traded/liquid

A general product may be better than many niche products (more liquidity)

Effective Enables new entry of flexibility providers

investment

signalling

Appropriate risk Product places risk on the participant who can best manage that risk, noting that the goal is to let
arrangements parties manage risk rather than remove risk entirely

Beneficial to Sellers can use it to mitigate risk as they sell it.

buyers and sellers
Product may The right product for 2025, might be different to the right one for future periods.

change in the

o More products may need to be added over time, or the first product amended in specification
uture

LICCILTRT LS A product that is immediately available to be sold and needs to be bought
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Comments from the Electricity
Authority Advisory Group

Jamie Silk

Chair of the Electricity
Authority Advisory
Group
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Long list of possible product concepts

Super peak

Daily peak

Option over baseload futures contract
Caps

Swaption

Renewable firming

Night and day CfD

Energy storage products

Fixed Price Variable Volume

Standard Demand Response
Product/Contract
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The short listed concepts

Daily peak

A peak product is based on the concept of
insurance to cover daily energy. It typically
provides insurance cover for the whole of a
business day.

An example of this is the ASX Peak product
which is traded on the Australian Stock
Exchange (ASX) and provides cover between
the hours of 7am and 10pm on business days
only.

Super-peak

A super peak product is based on the concept of
insurance cover to cover high demand periods.

This product is designed to provide cover during
high demand periods during the morning and
evening peaks but provide no cover during the
middle of the day.

An example of such a flexible product is the NEM's
‘super peak swap’ product.
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The recommended standardised flexibility

Recommended product for 2025+
standardised . Contract for difference — super-peak
flexibility + Alldays -
= Morning peak trading periods: 15 to 21 (7:00am to
prod uct 10:30am)
= Evening peak trading periods: 35 to 42 (5:00pm to
9:00pm)

= Calendar quarters and calendar months
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Comments from the Electricity
Authority Advisory Group

Jamie Silk

Chair of the Electricity
Authority Advisory
Group
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Trading
Arrangements

Recommended initial trading arrangements are
« Conducted over-the-counter (OTC)
« Twice a month brokered trading events/auctions

» Disclosure of anonymised orders and trade
information to all parties

The Group has prepared a request for information to
send to brokers to undertake the first trading event in
late January.
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Recommendations
to the Authority

» Monitor the availability of the product

» Create appropriate industry-led workstreams to
consider bringing new standardised renewable
firming products to market

 Create appropriate industry led workstreams to
consider bringing a new demand response
products to market

» Develop and publish a roadmap for continued
industry co-development of necessary flexibility
products

 Utilise members from the codesign group in future
work to ensure knowledge retention and continuity
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Next steps to
support
trading

‘Engagement with the sellers of flexibility to be
undertaken from January 2025

-Dashboard to measure the trade in flexibility
(MDAG Recommendation 12) expected to be
delivered early 2025.

‘Regularly review the progress of voluntary
trading, including against expected offer and
contract volumes.
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He Karakia Whakakapi

Kia whakairia te tapu Restrictions are moved aside

Kia watea ai te ara So the pathways is clear

: : : To return to everyday activities
Kia turuki whakataha ai yady

Kia turuki whakataha ai

Haumi e. Hui e. Taiki e!
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