11 February 2013 L./‘
contact
John Bright

Gas Industry Company

PO Box 10 646, Wellington 6143

Via upload
Dear John,

Thank you for the opportunity to make a submission on the Gas Industry Com pany’s
Insolvent Retailers options paper “paper”.

Before responding to the specific questions set out in the paper we would like to make some
general comments.

Contact considers that the GIC needs to be prepared for retailer insolvency, but does
not believe a retailer of last resort regime is required at this time.

Retailer insolvencies in New Zealand are rare events. Accordingly any regulatory
intervention should be commensurate with the low probability of these market failures
occurring.

In our view the key issue (in the event of a retailer becoming insolvent) is not the cessation
of supply to an insolvent retailer's customers, but that there is currently no mechanism to
stop the financial loss incurred by industry participants, particularly where that loss results
from unaccounted for gas (UFG) i.e. where customers are physically connected and able to
consume gas, but where they do not have a contract with a viable retailer.

The E-Gas insolvency highlighted the importance of having a regulatory back-stop
mechanism in place. While not required to be implemented, it did provide certainty to
impacted parties while the insolvency process was resolved.

We note that in the case of E-Gas it took around 12 months for residual ICPs to be cleaned
up. This was because there were a number of ICPs for which E-Gas was responsible on the
registry but which were not included in the list of ICPs/customer contracts purchased by and
transferred to Nova Energy, or identified disclaimed contracts.

This required a co-ordinated process involving the GIC, distributors, meter owners and
retailers — and included ICPs which were active-vacant (vacant-energised), active-contracted
(switch in progress), and inactive-vacant with a meter still installed — all ICPs which could
easily be or become “orphaned” consumers.

Therefore any process which is designed to clean-up the aftermath of an insolvency needs
to capture all those ICPs on the registry that are/were the responsibility of the insolvent
retailer, not just active-contracted ICPs/customers in the insolvent retailer’s billing database
set up as billable customers. In our view it would be preferable for the GIC to put thought into
capturing these customers now rather than waiting until the aftermath of an insolvency.

Yours sincerely

N —

(S eS—

Louise Griffin
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