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Dear Ian

GAS CRITICAL CONTINGENCY MANAGEMENT ARRANGEMENTS —
SHORT-FORM CONSULTATION PAPER (MAY 2008)

Thank you for the opportunity to comment on the May 2008 short form consultation
paper. I am responding on behalf of Energy Direct NZ (EDNZ) the retail division of
Wanganui Gas Limited (WGL).

EDNZ has some concerns relating to the curtailment schedule and critical contingency
price.

Under the proposed regulations the Critical Contingency Operator would have the right to
curtail in a different order to the specified curtailment bands.! An example was given that
if there were concerns about the stability of electricity transmission system then this
would be appropriate. EDNZ’s preference is for the bands to be reviewed, and additional
bands and/or further description added if necessary, rather than allowing discretion within
the bands. If it is considered essential to maintain some gas-fired electricity generation, a
decision should be made on whether some electricity generation should be reclassified as
an essential service.

EDNZ would prefer to see the curtailment schedule organised so that all industrial
consumers with alternative fuel capabilities are shed before those without alternatives.
Currently industrial and commercial consumers with alternative fuel capacity over 10 TJ
are shed after consumers over 15 TJ supplied directly from the transmission system
without alternative fuel capability.

' Gas Governance (Critical Contingency Management) Regulations 2008 (Draft 14 May 2008) Schedule 2,
3(2),p.58
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EDNZ also has concerns relating to how the critical contingency price is set. We do not
agree that the critical contingency price should be based upon the electricity wholesale
price during the contingency event. Natural Gas has many applications apart from
electricity generation and we believe that it is inappropriate to solely, or even largely base
the critical contingency price on the electricity wholesale price. The critical contingency
price could be based on any of a range of commodity prices where natural gas is used in
production.

The objective of the current National Gas Outage Contingency Plan (NGOCP) is to
provide “a basis for operation in a predictable and orderly manner throughout a period of
significant loss of gas supplies nationally or to a region. The purpose of the Plan is to
identify the information and actions to prepare for and respond to the social and
emergency situation so that the risks can be effectively managed. The Plan links with
other contingency arrangements so that the economic impact is minimised and alternative
supplies are utilised appropriately until the gas supply is restored.” EDNZ believes that it
would be appropriate to take these objectives into consideration when setting the critical
contingency price, along with the objective of the Draft Gas Governance (Critical
Contingency Management) Regulations 2008, which is “to achieve the effective handling
of critical gas outages and other security of supply contingencies without compromising
the long-term security of supply.”™

EDNZ assumes that maintaining gas supply to small and residential consumers is an
objective of the contingency arrangements as these consumers are not subject to the
curtailment arrangements. Basing the critical contingency price upon the wholesale
electricity price exposes gas retailers who supply this section of the market but are not
electricity generators to extreme risk, and the economic impact of the contingency
arrangements will not be minimised.

EDNZ believes that it would be appropriate to set a cap for the critical contingency price,
particularly if the electricity wholesale price is to be a significant factor in setting it. Even
with a cap it would still be possible to achieve the critical contingency prices objectives
of:
e Avoiding shippers instructing their suppliers to reduce supply when their
consumers have been curtailed;
e Signalling that gas supply is scarce and valuable during a contingency event; and
e Providing incentives to make alternative arrangements to minimise financial
repercussions of a critical contingency.*

Thank you for the opportunity to comment on this consultation paper. If you would like
to discuss our comments further please contact me by email at
tara.gannon@energydirectnz.co.nz or by phone on DDI 06 349 2055. Alternatively you

* National Gas Contingency Outage Plan (Version 2.3 — 1 December 2005) 1.2.1, p.11
* Gas Governance (Critical Contingency Management) Regulations 2008 (Draft 14 May 2008) 3, p.5
* Gas Governance (Critical Contingency Management) Regulations 2008 (Draft 14 May 2008) 63, p.45
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can contact our Chief Executive, Trevor Goodwin, by email at
trevor.goodwin@wanganuigas.co.nz or by phone on 06 349 0120.

Yours sincerely

TTOHG OO o

Tara Gannon
Energy Trading Supervisor

Enc
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