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Introduction 

1. Orion welcomes the opportunity to submit on the consultation paper ‘Rewarding industrial 
demand flexibility: Issues and options paper’.1  

2. Orion owns and operates the electricity distribution infrastructure in central Canterbury, 
including Ōtautahi Christchurch city and Selwyn District. Our network is both rural and urban and 
extends over 8,000 square kilometres from the Waimakariri River in the north to the Rakaia River 
in the south; from the Canterbury coast to Arthur’s Pass. We deliver electricity to more than 
230,000 homes and businesses and are New Zealand’s third largest Electricity Distribution 
Business (EDB).  

3. Orion’s Control Period Demand (CPD) pricing represents one of New Zealand’s strongest 
commercial and industrial (C&I) consumer demand flexibility incentive programmes. CPD does 
not require a contract by the C&I consumer to participate, and it is the consumers’ choice as to 
whether they respond to any (or every) control period. Through this mechanism, we provide clear 
price signals that enable C&I customers to reduce their network charges by shifting load away 
from peak periods. At current prices, our major C&I customers will save about $134 in annual 
charges for every 1kW reduction during control periods.2 

4. Orion participates in the Upper South Island (USI) Load Management Group, alongside Alpine 
Energy, Buller Electricity, EA Networks, MainPower, Marlborough Lines, Network Tasman, and 
Westpower. This group collectively shifts an aggregated 140MW of flexible hot water demand 
from network and transmission peaks via ripple. This delivers substantial benefits to member 
EDBs, Transpower (as Grid Owner), the System Operator, the wider energy system (including 
retailers), and ultimately customers through reduced infrastructure costs.3  

 
1 Rewarding industrial demand flexibility  
2 Refer to Delivery pricing for major customer connections – Summary for further details on CPD.  
3 Benefits include: delaying investment and reduced transmission charges for EDBs; reduced or delayed 
transmission investment needs; supporting grid voltage stability and improving the System Operator’s 
management of transmission outages, and the wider energy system through lower wholesale prices for retailers.  
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5. Orion also operates one of New Zealand’s largest network residential hot water demand flexibility 
programmes. Our ripple signalling infrastructure enables us to shift approximately 30-60MW from 
peak demand via fixed time signals, and 52MW from peak via our Peak control.4 Residential 
consumers save $52 on their fixed charges, and up to $138 on their variable charges per year.  

Executive summary 

6. While Orion agrees in principle that it is important to increase C&I demand flexibility 
participation, and reward that participation appropriately, Orion does not support the Industrial 
Demand Flexibility issues and options paper as proposed. 

7. Orion submits in support of the Task Force’s proposal to develop a standardised product for 
demand flexibility.5  

8. Orion submits that the Authority continues to mischaracterise the demand flexibility landscape in 
New Zealand by consistently overlooking the most readily available, cost-effective and efficient 
resource: residential hot water demand that EDBs have the ability to flex, which has growing 
potential for shared control by retailers. EECA estimates indicate over 1GW of demand flexibility 
is available through EDB-controlled ripple, dwarfing the ~170MW of potential C&I flexibility 
identified by the Authority in this consultation paper.6 

9. The Authority’s consultation (paragraphs 2.31 – 2.33) acknowledges sector concerns that 
demand response is currently underutilised, and emphasises the importance of “using all 
available tools to promote reliability.” The Authority specifically recognises ongoing concerns 
“that demand response is currently underutilised” and expects “the potential for demand 
flexibility to increase.” Yet despite these acknowledgments, the Authority proposes developing 
new market mechanisms before making full use of existing, and proven, EDB load management 
capabilities. Managing hot water demand has the same net effect as bringing on additional 
generation. Generators that bring on additional generation during peak periods are paid for 
meeting that need, yet EDB demand management receives no compensation despite providing 
the same system benefit. The approach of creating new tools while ignoring the 1GW of existing 
flexible load is inefficient and may not align with the Authority's stated objectives.7 

 
4 Orion’s ripple signalling system includes 43 injection plants located across 26 urban and 17 rural substations. 
Approximately 85% of residential ICPs are in our controlled billing category, which represents approximately 
168,000 ICPs. 
5 Orion has previously submitted in support of the Task Force working with industry to develop standardised 
flexibility service contract templates for distributors, traders and aggregators. See Orion’s submission on 2A and 
2BC initiatives, paragraph 6a. 
6 Ripple Control of Hot Water in New Zealand, EECA, September 2020.   
7 We note that the Authority has indicated in recent decision papers that it considers “the use of controllable 
load during grid emergencies is a suitable interim solution while new technologies roll out and longer-term 
solutions are developed” (Update to scarcity pricing settings, paragraph 3.96). It also indicates that “…potential 
growth in demand response services, would likely strengthen wholesale market competition” (Promoting 
competition in the wholesale electricity market in the transition toward a renewables-based electricity system, 
Executive Summary). While there has been significant recent interest by retailers in exploring shared load 
control on our network, only approximately 30% of residential meters can enable this form of control. As 
outlined previously, 85% of Orion’s residential ICPs are on a controlled billing tariff, which demonstrates that 
there will be a measurable delay before retailers (or aggregators) are able to effectively provide demand control 
capabilities at scale and in a timely way needed by some applications e.g. emergency response. 
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10. The value of EDB load management extends well beyond network benefits. A 2018 report found 
that wholesale prices in the USI would increase during peak periods by up to 87.2% if USI Load 
Management disappeared. 8 This increase is likely higher given recent wholesale price volatility. 

Despite providing this substantial market benefit, the USI Load Management Group receives no 
explicit (payment) or implicit (pricing) signal from retailers or Transpower for operating load 
management on their behalf. The implicit pricing signal from Transpower post-TPM is severely 
muted, with limited visibility on future cost avoidance and only providing visibility when 
constraints are close to binding.  The ability to explicitly quantify the value is made more difficult 
by the complexity of the TPM. 

11. Orion submits that current barriers to C&I participation need to be better understood and 
addressed before creating new market mechanisms. Our customer feedback consistently 
identifies resourcing, education and awareness, and business operational productivity as key 
barriers. While Orion is working to address these issues locally via an internal C&I flexibility 
project, we note that the Authority has an opportunity under the Electricity Act 2010, clause 16(f) 
to provide “market-facilitation measures (for example, providing education)” that could help 
address these barriers. We encourage the Authority to prioritise understanding and resolving 
these barriers through targeted education and support programmes before introducing additional 
market complexity. 

12. Orion submits that the nascent nature of the flexibility market currently poses a significant 
impediment to EDBs implementing non-network solutions at sufficient scale to effectively defer 
or avoid more traditional ‘poles and wires’ investments. As outlined in Orion’s recent submission 
to the Commerce Commission on Aurora’s CPP to DPP4 transition, non-network solutions face 
significant market development challenges, including the failure in late 2024 of a flexibility 
trader.9 The market reality is that only 3.5% of residential ICPs, nationally, have distributed energy 
resources installed, and of those, only around 13% have batteries (representing only 0.5% of total 
residential connections). Our recent Lincoln Flex Trial demonstrates this supply constraint: 
insufficient existing flexible assets in the target area prevented scaling to required levels to defer 
the necessary investment, and offering significant incentives did not attract consumer 
investments in DER at the pace needed.10 We are not aware of mature aggregation business 
models in New Zealand that can be contracted to provide reliable services at useful scale. 
Additional regulatory requirements aimed at flexibility purchasers will achieve limited results 
when the primary challenge exists on the supply side, with insufficient market-ready flexible 
assets and established commercial aggregation services for EDBs to contract with. 

 
8 IEGA - List of distributed generation eligible to receive ACOT, Upper South Island  
9 See Orion’s submission to the Commerce Commission for further commentary on these challenges.  
Customer education is critical for market development, as consumers need to understand what a decentralised 
electricity system looks like and how they can benefit from participation. Please see Orion’s submission on the 
decentralisation green paper for further commentary on the role of the Authority in educating consumers.  
10 Orion is actively working to address these challenges, through initiatives like an EECA-funded pilot project, 
which will provide subsidies for retrofitting smart connectivity to existing household devices, with the aim to 
reduce peak demand by up to 1.6MW in a selected network area. 
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13. Orion submits that any demand flexibility framework must recognise operational realities, and 
explicitly prioritise grid and networks security as a foundational principle. Load restoration is a 
critical component of any load control on a network. Maintaining secure and reliable operation of 
both transmission and distribution networks is a precondition for all other market and consumer 
benefits. While turning off load typically poses minimal network concerns, coordinated (or 
aggregated) restoration in response to wholesale market or other pricing signals may cause 
network issues. 11 Coordinated Load Management Protocols will be essential to manage these 
risks. We note the Electricity Networks Aotearoa is developing a common LMP framework in 
conjunction with retailers and distributors to address these coordination challenges.12 We 
encourage the Authority to explicitly support the development of this work. 

14. Finally, Orion disagrees with the Authority's framing of “implicit” versus “explicit” demand 
flexibility (Types 1 & 2). The Authority should align with industry terminology and refer to these 
mechanisms as “Pricing” versus “Payments” to avoid confusion and better reflect the actual 
mechanisms involved. The current framing is confusing because both pricing and payments can 
be delivered as either explicit or implicit signals. For example, "free hours of power" is a pricing 
mechanism but provides a very explicit signal to consumers about when to shift load. The key 
distinction is not whether the signal is explicit or implicit, but whether the mechanism uses 
pricing signals to incentivise response or direct payments for demonstrated flexibility.  

15. Our specific responses to the questions posed by the Task Force are set out in Appendix A.  

Concluding remarks 

16. Orion submits that the Authority should focus on optimising existing tools that demonstrably 
deliver existing consumer benefits, rather than creating new mechanisms that may see little-to-
no uptake. We strongly urge the Authority to consider enabling appropriate recognition for the 
approximate 1GW of existing EDB-controlled demand flexibility, for the benefit of New Zealand.  

17. We strongly encourage the Authority to coordinate with relevant workstreams, including the FNF 
Load Management Protocol project, to ensure coherent system-level outcomes.   

18. We strongly suggest that the Authority prioritise education and support programmes to address 
identified barriers.  

19. Orion supports the ENA’s and Vector’s submissions in principle. 

20. This submission is not confidential and can be publicly disclosed.  

21. If you have any questions or queries on aspects of this submission which you would like to 
discuss, please contact us on  

Yours sincerely, 

Connor Reich 
Regulatory Lead – Electricity Authority 

 
11 As noted by Vector in its submission on Potential solutions for peak electricity capacity issues, participants 
can pursue commercial opportunities but must ensure they do not cause damage, loss of supply, or power 
quality issues for network and other consumer’s assets. 
12 https://www.ena.org.nz/our-work/working-groups-and-forums  
























