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Settlement could be achieved by, for example, a contractual arrangement between DR participants and other 
consumers, whereby DR participants who are dispatched receive a payment spread across remaining 
consumers or some other form of measure that ensures revenue sufficiency. In effect, the market clearing 
price would be set by the marginal generator, accounting for the demand adjusted for DR as articulated in the 
rule above. 
  
All consumers would benefit from such an arrangement as the DR participants switching off load will influence 
the marginal price for a particular trading period, placing downward pressure on electricity prices. 
  
With this mechanism in place, DR becomes a key component to balancing the wholesale electricity market 
and provides a lever for consumers to respond directly to price signals and receive fair compensation for the 
costs associated with that participation. 
  
Unlike some other electricity users, Fonterra does not currently have the capacity to quickly reduce electricity 
load due to the nature of dairying operations in New Zealand and our existing infrastructure.  
  
Our primary interest in advocating for this measure is in enabling Fonterra to make investments that would 
facilitate participation in the future. Just as generators need market signals to invest in new generator, so too 
do large electricity users need market signals to invest in DR capabilities. Right now, the market structure only 
offers an incentive to generators to make those investments. 
  
We look forward to participating in the upcoming consultation to improve the performance of the electricity 
market and ensure it is aligned with the long term interests of consumers. 
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