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Dear Gas Industry Company 
 
RE: Gas Industry Company draft report Gas Supply and Demand Scenarios 2012–2027 
 
Thank you for the opportunity to comment on this paper, a paper we believe offers a good 
starting point for the development of national gas supply and demand scenarios, and peak 
demand projections for the period 2012–2027.  
 
Our comments below are intended to assist the Gas Industry Company (GIC) with its 
assumptions, and ultimately help the industry and large users assess the need for, and 
timing of, investment in pipeline infrastructure. 
 
Broaden price scenarios and consider effects of short-term flat electricity demand 
 
With flat electricity demand predicted over the short to medium term, and excess supply 
already being seen in the market, any new baseload thermal generation is, in our view, some 
way off. This has implications for gas demand and the scenarios should reflect this along 
with emerging market issues such as a surplus of gas and a falling gas price. Conversely, 
there remains a significant risk that some of the predicted gas supplies may not eventuate 
and scenarios must reflect this too. 
 
Paper must look out beyond 2020 
 
Beyond 2020 we do not believe the paper sufficiently identifies the long-term risks, 
particularly if gas prices fall in the short term, reducing returns from exploration and 
potentially delaying further development. 
 
Look at production costs 
 
While the paper includes a good section on demand netbacks (methanol versus electricity), 
there is nothing in the paper on production costs. In our view, including production costs 
would help to better define the demand scenarios. 
 
Paper overstates the need for investment in northern pipeline capacity 
 
In our view the paper probably overstates the need for capacity investment on the northern 
pipeline, particularly when it is foreseeable that demand will continue to be flat for some time 
and that there will be a reduction in capacity usage resulting from lower use of capacity for 
electricity generation. We would also note that pipeline congestion has occurred only on very 
limited occasions and has been sufficiently managed at the time. 
 

http://gasindustry.co.nz/sites/default/files/consultations/254/gas_supply_and_demand_study_draft_181940.2.pdf
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A home for new generation – Taranaki or Auckland? 
 
We note the paper states that new generation is likely to be built in Taranaki rather than 
Auckland; we would be interested in seeing the analysis on the cost of building new 
electricity transmission versus new gas transmission. 
 
Finally, we would note that the Ministry for Business, Innovation and Employment (MBIE) is 
currently in the process of developing its own scenarios and projections (including gas). In 
our view, the GIC and MBIE scenarios should reflect the same underlying assumptions. We 
therefore encourage close collaboration between the two agencies and would be happy to 
provide the GIC with our submission to MBIE if it would find this useful. 
 
 
Yours sincerely 
 
 
 
 
 
Louise Griffin 
Competitive Intelligence and Regulatory Affairs Advisor 
 


