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Summary of April 2019 Teleconference on 

Treatment of Thermal Fuels in the HRCs 
 
On Monday 1 April we held a teleconference to discuss the treatment of thermal fuels in the 
Hydro Risk Curves (HRCs) and the recent thermal scenarios published on the Transpower 
website, in light of recent debate about whether the current approach is still appropriate. There 
were attendees from Genesis, Meridian, Mercury, Nova, Trustpower, Electricity Authority, 
Fonterra, Flick and MBIE. The general response from stakeholders was supportive of our 
current approach, with some suggested refinements to provide greater clarity. The majority of 
parties were happy to retain our current assumptions around thermal fuels in the HRCs, aided 
by the provision of scenarios which show the impact of applying different assumptions.  
 
In the first part of the teleconference, we described how Transpower uses the HRC 
assumptions, i.e. the HRCs assume hydro storage will always be conserved, and thus 
assumes market behaviour that will maximise thermal generation at all times. This means that 
the lower HRCs (such as the 1% and 4% curves) are a less accurate representation of market 
behaviour when storage is at those levels, but this assumption becomes more accurate at the 
10% risk curve. This assumption also removes the uncertainty and variability in modelling 
market behaviour, particularly when forecasting into the future. Details of this assumption are 
covered in the HRC 101 – Thermal Fuel Assumptions document. 
 
Attendees shared their different perspectives on whether the current assumptions used for the 
1% HRC signal an accurate representation of the risk. These views included minority support 
for changing the assumptions in the official version of the HRCs to better reflect the risk at the 
lower risk HRCs (e.g. by derating thermal capability to reflect observed market behaviour). 
Majority support was for keeping the status quo since trying to model market behaviour or use 
uncertain scenarios in the base HRCs could provide a false sense of accuracy. The point was 
made that the HRCs don’t represent reality but what the market is capable of.  
 
There was consensus across all parties for the idea of providing more context around the 
assumptions and information that goes into the derivation of the 1% HRC to ensure that all 
parties understood the various uncertainties inherent in the 1% risk. Suggestions included 
building a range, or set of error bars, into the 1% HRC to demonstrate the inherent uncertainty 
in the HRCs. This range would not be used to trigger a change in status, but instead highlight 
the uncertainty contained within the assumptions and calculations. It was also suggested that 
we could expand scenarios beyond thermal fuels, for example transmission scenarios (HVDC 
or other core grid outages).  
 

Following the teleconference, we have undertaken to: 

1. Investigate options for preparing and publishing alternative scenarios alongside the 
HRCs, e.g.: 

a. What types of scenarios? 
b. How often will they be produced and/or updated? 
c. What additional scenarios (or scenario updates) will occur during a security of 

supply event? (that is, do some scenarios only get updated annually and/or 
when a security of supply event occurs?) 

 

https://www.transpower.co.nz/system-operator/security-supply/hydro-risk-curves
https://www.transpower.co.nz/sites/default/files/bulk-upload/documents/HRC101%20-%20Thermal%20Fuel%20Assumptions.pdf
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2. Investigate options for providing more context around the 1% HRC such as error 

bands. 
 

We will update on our progress in our weekly reports. If you have any questions or additional 

comments, please contact bennet.tucker@transpower.co.nz. 
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