
 
 

28 August 2025 

The Electricity Authority  

Wellington  

 

taskforce@ea.govt.nz 

Re: Establishing an Emergency Response Scheme (ERS) – consultation paper 31 July 2025 

Thank you for the opportunity to submit on this paper. This submission should be 

considered in the context of wider discussions between NZ Steel and Authority staff on the 

subject of demand response, and our submission on the Rewarding industrial demand 

flexibility paper1.  

Key points: 

• NZ Steel as a large industrial site does have potential to participate in demand 

flexibility, but there are regulatory, operational, and economic constraints.  

• Existing market settings and mechanisms have proved inadequate to prevent periods 

of system stress, hence a proposed ERS outside the current market-based 

mechanisms. 

• The expected infrequency of events and uncertain nature of the ERS limits payment 

to providers and therefore the likely level of participation.  

• We consider the proposed ETS has focused unduly on market efficiency and lost 

sight of likely effectiveness in having load of significance participate. 

• It is important the Authority is clear as to the key load outcome the System Operator 

should expect following an ERS dispatch instruction. Large complex industrial sites 

will likely require one-on-one consideration.  

• If the proposal is to be effective in securing industrial load participation of scale, the 

blanket exclusion of existing market and regulatory mechanisms from ERS 

participation, in particular AUFLS, needs to be re-thought.  

Commentary: 

The Rewarding industrial Demand flexibility paper2 identified load of significance industrials 

can potentially bring to managing system peaks and during periods of short-duration stress. 

An ERS being one mechanism.  

The NZ Steel site at Glenbrook is the 2nd largest in New Zealand in electrical terms. As has 

been indicated previously, there are electrical loads that can be flexed for short periods of 

time. However, there are several regulatory, technical, operational, and economic factors 

 
1 NZ Steel - TF2D submission.pdf 
2 Rewarding industrial demand flexibility 



 
that go into any decision to offer load for demand flex. The rewarding flexibility paper 

recognised these3 .   

We agree with the intent captured in the ERS paper to provide an additional mechanism in 

periods of system stress4 . The paper notes the changing nature of the electricity system and 

increasing intermittency of generation. What we disagree with is the claim “Existing market 

mechanisms provide sufficient price signals for investment in, and operation of, the 

electricity system to manage peak capacity risk and balance the system under normal 

conditions”5. The new “normal” has existed, and the “system” has been transitioning to 

more intermittency, for some years now. The fact these conversations are even necessary is 

a reflection that the market mechanisms have not provided what is required. We note the 

peak situation has been exacerbated by watering-down6, and in particular the removal of a 

peak demand signal7.   

MDAG recommended an ERS may be necessary8. We commend the Authority for proposing 

such a mechanism, but the fact it is now over 18 months since that report was finalised and 

we continue to experience ‘near-misses’ and that a “penultimate resort”9 mechanism is 

deemed necessary, must be a point for inward reflection by the Authority.  

The ERS paper identifies all the valid reasons such a mechanism is still required. The key 

reason for the ERS is basically to keep the lights on for consumers10. In developing the 

proposed mechanisms to achieve this, thinking within the paper has strayed from what is 

actually required for it to be feasible for industrial load to participate.  Undue emphasis has 

been placed on current market incentives (which as identified above have failed to deliver 

market alternatives to an ERS). The very limited (if any) participation in the Dispatchable 

Demand regime is an example of design theory just not having practical application for 

industrial consumers11. 

The key objective needs to be to ensure that load that can be economically turned-down 

or turned-off, is not on the system at a time of system stress. The ERS is the last-resort to 

avoid “uneconomic load Shedding”12. Under system stress the physics are more important 

than the market economics. Involuntary loss of supply – whether controlled (eg instructed 

 
3 Paras 4.19 to 4.23 
4 Page 2, “An ERS could provide an additional tool for the System Operator to use in periods of acute system 
stress. It would promote power system reliability and security by helping to manage critical supply shortfalls 
and could avoid consumers’ power being disconnected during emergency events. 1 It is not intended to be a 
solution to address long-duration events causing system stress, such as dry years” 
5 ibid 
6 Rewarding Industrial Demand Flexibility, para 2.10,  
7 RCPD – Regional Coincident Peak Demand.  
8 Price discovery in a renewables-based electricity system: Final Recommendations PAPER 2023, 
Recommendation 30. 
9 ERS paper, paper 4.13. 
10 ERS paper, para 3.1 “An ERS is intended to help maintain power system security and reliability during rare 
periods when supply shortfalls arise, to minimise the risk or extent of uneconomic load shedding”. 
11 ERS paper, para 2.14 and Rewarding Industrial Demand Flexibility, para 2.12 & 4.5 
12 ERS paper, para 3.1.  



 
load shedding) or an under-frequency trip will have a high cost – financial and perhaps social 

(on a cold winter night or morning).  

An ERS needs to stand independent of wholesale price and regulatory requirements. The 

rewarding flexibility paper stated “The work under this initiative explores potential ways for 

industrials to be adequately rewarded for helping balance the electricity system during peak 

periods, ie, providing intraday flexibility, particularly during times of higher demand and 

tight supply such as in winter.”13 

The proposed ERS goes to great lengths to ensure all existing market mechanism have been 

‘exhausted’ before the ERS incentives are applied. We can understand the purpose: to not 

distort the market, avoid double payments, payment not to use, etc. However, in so doing 

we suggest this will make a large part of potential flex-load unavailable or unwilling to 

participate, making the ERS ineffective.  

We make the following observations: 

a. A high wholesale market price will not necessarily result in load reduction.14 

b. Wholesale prices signals are muted by hedging and may make demand response 

irrelevant15 (except for arbitrage opportunities) 

c. Since the industry reforms in the mid–late 1990’s there has been a muting of 

demand response mechanism such as ripple control16  

d. Transmission Pricing Methodology (TPM) no longer has a peak demand component 

and has resulted in increased peak system load17  

e. Interruptible Load (IL) made available to the reserves market has been excluded from 

the proposed ERS. It is unclear if this is just a trading period by trading period 

requirement. It is unlikely IL will be withdrawn over an extended period for the 

uncertainty of an ERS payment.  

f. Automatic Under Frequency Load Shedding (AUFLS) is now a requirement placed on 

Transpower direct connect customers. The requirement that the 32% of pre-event 

load must be maintained in an approved AUFLS scheme and cannot be counted for 

an ERS, effectively removes significant demand-flex potential. The arguments on this 

subject go much deeper and involve IL and cogeneration. We reference the 2021 NZ 

Steel and MEUG submissions on AUFLS18  

g. IL and AUFLS are mechanisms to prevent system failure. They click-in after all 

voluntary and involuntary mechanisms have failed to reach a supply/load balance. 

Industrial load not being on the system before those under-frequency trigger points 

are reached should be a key objective of the ERS.   

 
13 Rewarding Industrial Demand Flexibility, page 2.  
14 Rewarding Industrial Demand Flexibility, para 5.7. Also Sense Partners report page 4.  
15 Rewarding Industrial Demand Flexibility, para 4.6, MDAG final recommendations report, page 116/7. 
16 Rewarding Industrial Demand Flexibility, para 2.10 
17 Refer NZ Steel submission on Transmission pricing methodology amendments: a level playing field for 
emerging technologies. 
18 BlueScope Steel Letter and MEUG-Extended-reserve-submission.pdf 
















