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aLLoCatIon aGent Appointed pursuant to the Reconciliation Rules to apportion downstream  
gas quantities and allocate daily gas quantities to retailers. The Allocation  
Agent is currently Energy Market Services (EMS)

mauI aQ Authorised Quantity product on the Maui pipeline

BGX Balancing Gas Exchange

CCm reGuLatIons Gas Governance (Critical Contingency Management) Regulations 2008

CCo Critical Contingency Operator. The CCO is currently Core Group

CompLIanCe reGuLatIons Gas Governance (Compliance) Regulations 2008

daWG Daily Allocation Working Group

dIstrIButIon sCheme Gas Distribution Contracts Oversight Scheme

eeCa Energy Efficiency and Conservation Authority

ea Electricity Authority

eGCC Electricity and Gas Complaints Commission

Gas aCt Gas Act 1992

Gas reGIstry The customer switching platform which facilitates customer switching between 
retailers and provides a database of information about consumer installations.  
The Gas Registry Operator is currently Jade Software Corporation (NZ) Limited

GItaWG Gas Industry Transmission Access Working Group

GJ Gigajoule (109 joules). The average residential gas consumption is 23 GJ/year

Gps Government Policy Statement on Gas Governance (April 2008)

GtIp Gas Transmission Investment Programme

GtX Gas Transmission Exchange

ICp Installation Control Point

mBIe Ministry of Business, Innovation and Employment

mdL Maui Development Limited

mInIster The Minister of Energy and Resources (unless indicated otherwise)

mpoC Maui Pipeline Operating Code

north pIpeLIne The section of the Vector transmission system from Huntly to Whangarei,  
via Auckland

oatIs Open Access Transmission Information System

pepanZ Petroleum Exploration and Production Association of New Zealand

pea Panel of Expert Advisers

pJ Petajoule (1015 joules, or 1 million GJ). 1 PJ is equivalent to the average  
annual gas use of approximately 40,000 households. 

proCessInG InformatIon 
dIsCLosure ruLes

Gas (Processing Facilities Information Disclosure) Rules 2008

raIG Registry Amendments Implementation Group

reConCILIatIon ruLes Gas (Downstream Reconciliation) Rules 2008

retaIL sCheme Retail Gas Contracts Oversight Scheme

sWItChInG ruLes Gas (Switching Arrangements) Rules 2008

transmIssIon system A system of pipelines transporting gas at high pressure from production  
and processing facilities to delivery points supplying end users and lower  
pressure local area gas distribution networks

tso Transmission system owner

VtC Vector Transmission Code

ufG Unaccounted-for gas
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Gas Industry Company LImIted  
(Gas Industry Co) 
was established in 2004 as the ‘industry body’  

under Part 4A of the Gas Act 1992 (Gas Act).  

The Company’s role as the industry body and  

a co-regulator is to:

 » develop arrangements, including regulations  

where appropriate, which improve:

− consumer outcomes;

− the operation of gas markets; and

− access to infrastructure; 

 » develop these arrangements with the principal 

objective to ensure that gas is delivered to existing 

and new customers in a safe, efficient, reliable,  

fair and environmentally sustainable manner; and

 » oversee compliance with, and review such 

arrangements.

When recommending industry arrangements,  

Gas Industry Co takes into account the objectives  

of the Gas Act and the 2008 Government Policy 

Statement on Gas Governance (GPS). 

Our strategy is to optimise the contribution  

of gas to New Zealand by:

 » delivering effectively on our accountabilities  

as the gas industry body;

 » building and communicating the New Zealand  

gas story;

 » facilitating efficient use of, and timely investment  

in, gas infrastructure; and

 » promoting efficient, competitive, and confident  

gas markets.
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Key Industry GovernanCe arranGements
Gas Industry Co administers a range of governance arrangements 
for the downstream gas industry sector:

 » Gas (switching arrangements) rules 2008 (switching rules), 
which provide for a central registry of customer connection 
data, and facilitate customers switching among retailers.

 » Gas (downstream reconciliation) rules 2008 (reconciliation 
rules), which prescribe the process for attributing volumes of 
gas distributed to the responsible retailers.

 » Gas Governance (Critical Contingency management) 
regulations 2008 (CCm regulations), which set out how 
industry participants plan for, and respond to, a serious incident 
affecting gas supply via the gas transmission pipelines.

 » Gas Governance (Compliance) regulations 2008 (Compliance 
regulations), under which alleged breaches of the rules and 
regulations set out above are determined and settled 
efficiently.  Gas Industry Co performs the role of market 
administrator under the Compliance regulations.

Gas industry structure

Gas industry co’s role covers the gas industry downstream of the exploration  
and production sector, and includes gas processing, transmission, distribution, 
and the wholesale and retail markets.

EXPLORATION  
AND PRODUCTION

PROCESSING

PROCESSING

PLANT

ACCESS

TRANSMISSION

ACCESS, 
bALANCING, 
INTERCONNECTION,  
CRITICAL 
CONTINGENCIES

MAJOR USERS DISTRIBUTION

ACCESS, NETwORk 
AGREEmENTS, 
RECONCILIATION

WHOLESALE MARKET

wHOLESALE TRADING,  
GAS QUALITY

RETAIL MARKET

CUSTOmER SwITCHING, 
RETAIL CONTRACTS, 
COmPLAINTS RESOLUTION, 
RETAILER INSOLvENCY 
ARRANGEmENTS

oFFsHore

onsHore

eLeCtrICIty 
GeneratIon

Industry

upstream doWnstream

 » retail Gas Contracts oversight scheme (retail scheme).

 » Gas distribution Contracts oversight scheme (distribution 
scheme).

 » Framework for Gas retailer Insolvency arrangements, which 
sets out the process Gas Industry Co will follow in the event  
of a retailer insolvency.  

 » Guidelines on Interconnection with transmission pipelines 
(Interconnection Guidelines), detailing expectations for 
transmission system owners’ policies and procedures for  
third party connections to their pipelines.

the ongoing effectiveness of the governance arrangements is 
monitored and reviewed, including through a set of industry 
performance measures. these are published on the Company’s 
website www.gasindustry.co.nz.
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the gas industry in new Zealand 
continues to be in good health and 
making a substantial contribution to  
the country’s energy supply mix and 
economic wellbeing.

However, the year ended 30 June 2015 again 
demonstrated that it is an industry in constant change 
and that, despite its isolation from world markets, it is 
not immune to international influences. 

Last year’s annual report commented on a period of 
high exploration activity, increased gas reserves from 
existing field developments, and the importance of 
ongoing investment to add to these reserves.

since then, the gas sector in new Zealand and 
internationally has encountered strong headwinds in 
the form of a collapse in oil prices that has affected 
petroleum-related investment.

the new Zealand natural gas industry, although 
unconnected to international markets through 
cross-border pipelines or gas import/export, has  
not escaped its effects. With oil often the primary 
objective of exploration and production in  
new Zealand, the fall in global oil prices has inevitably 
affected upstream investment here. in the past year, 
we have seen a number of explorers and producers 
suspend or reduce their investment in exploration and 
field development.

at the same time, new Zealand’s reported proved and 
probable gas reserves have declined as the intensive 
exploration efforts of the past few years have not yet 
yielded the significant new discoveries that many 
hoped for, and reserves enhancement activity on 
existing fields has eased.

the industry has always been cyclical, and oil prices 
have a habit of changing over the longer term. From 
the most recent petroleum block offers results, it is 
pleasing to see that new Zealand continues to attract 
new and large investors.

the new Zealand gas industry otherwise continues  
to evolve. 

in the past year Methanex has returned to full methanol 
production capability for its existing three trains, while 
gas use in electricity generation moves further away 
from its traditional baseload role to a greater, as-
required peaking function as geothermal and other 
renewables assume greater prominence. this trend is 
evidenced on one hand by the planned closures of the 
southdown and Otahuhu B thermal power stations 
later in 2015. conversely, the prospects of an additional 
peaker plant have grown with a call by an industry 
participant for expressions of interest to construct a 
third peaking plant under a build, own, operate and 
transfer arrangement. 

these developments, combined with the pending 
retirement of the remaining coal-fired units at the 
Huntly power station by 2018 and the recent decision 
to continue tiwai aluminium smelter operations, 
thereby avoiding substantial electricity generation 
over-capacity, point to a continuing role for gas in 
underpinning electricity supply security. at the same 
time, the potential expansion of gas-based urea 
fertiliser production in south taranaki could increase 
gas use for petrochemical manufacture.

in parallel with these changes at the high volume end 
of the gas market, there is ongoing development of a 
healthy, competitive retail gas sector, with increasing 
consumer numbers and new-entrant retailers. the 
newly-established industry-led wholesale gas market, 
operated by the transpower Limited subsidiary, 
emstradepoint Limited, is also gaining traction as  
it involves more market participants and higher  
traded volumes. 

01/

cHair’s FOreWOrd

“in parallel with changes  
at the high volume end  
of the gas market, there  
is ongoing development  
of a healthy, competitive 
retail gas sector”
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the important contribution of gas to new Zealand’s 
energy supply, and the strengthening of competition 
in the gas markets, were acknowledged by the 
Minister in his announcement during the year marking 
the 10th anniversary of Gas industry co’s 
establishment as the industry body and co-regulator. 
the Minister remarked that new Zealand has a diverse 
and resilient supply of gas ‘which is an essential 
component of our energy supply’, and the Board 
appreciated his recognition of Gas industry co’s close 
work with industry and Government to support 
investment, competition and the efficient supply  
of gas to consumers. 

Gas industry co is firmly committed to a robust 
programme to continue this work and, as supply  
and demand patterns continue to change, to facilitate 
stakeholder discussions about options for new gas 
discoveries and where the new Zealand gas industry 
generally may head.

this important discussion is taking place in the context 
of a global resurgence in gas extraction and use that  
is helping economies to address climate issues by 
enabling the replacement of more harmful fossil fuels. 
Gas extraction by hydraulic fracturing – or ‘fracking‘- 
continues to be controversial in many countries, and  
all of these developments are occurring within a broad 
policy objective of reducing carbon emissions.

that said, gas stands as an essential component  
of new Zealand’s energy supply for the foreseeable 
future. in addition to underpinning electricity supply 
security, gas fuels many of new Zealand’s key 
industries including exporters, and provides over 
266,000 consumers with an efficient, price competitive 
energy option that, in some direct applications, is  
also the more environmentally effective.

all of this, of course, is central to Gas industry co’s 
mandate under the Gas act and GPs to develop 
governance arrangements which ensure that gas is 
delivered to existing and new customers in a safe, 
efficient, fair, reliable and environmentally sustainable 
manner. Our work programme to achieve this 
overarching objective continues to be effectively 
framed by the company’s corporate strategy of 
optimising the contribution of gas to New Zealand.

aCKnoWLedGements
On behalf of the Board, i record Gas industry co’s 
appreciation to all stakeholders for their contribution 
to the development the company’s annual work 
programme, and to the detailed work that drives 
successful outcomes, often through the provision  

prIorItIes For 2015/16

 » Work with industry stakeholders on developing the next 
phase in converging transmission capacity allocation 
and pricing arrangements.  

 » Refine, trial and evaluate a day-after delivery (‘D+1’) 
allocation methodology to further improve downstream 
gas volumes reconciliation processes. Implement as 
determined by the evaluation.

 » Review the efficiency of new Maui pipeline-based 
transmission balancing arrangements to be introduced 
in October 2015, and address any identified shortcomings.

 » Maintain a Gas Quality Requirements and Procedures 
publication that enhances stakeholders’ understanding  
of gas quality management and the availability of 
quality-related information.

 » Complete an independent assessment of retail gas 
contracts under the Retail Scheme.

 » Further develop a new workstream undertaken in the 
context of the GPS requirement for an efficient market  
for metering services.

 » Maintain the currency of The New Zealand Gas Story 
and undertake related initiatives to assess, develop and 
report on the state and performance of the gas industry.

of time and resources to working groups. all can be 
assured that we remain committed to effective use of 
our funding in performing our statutory functions, and 
pursuing our strategic objectives.

the directors acknowledge, too, the ongoing support 
of Gas industry co’s shareholders. the company 
continues to benefit from the mix of industry and 
external perspectives brought to the Board table  
by the combination of independent and industry-
associated directors. accordingly, i record my 
appreciation to my fellow directors for their 
commitment to the company and ensuring robust 
outcomes for the matters that come before them. 

it has been another busy and productive year, and  
the Board is pleased to record its appreciation to  
Gas industry co’s executive and staff for their 
dedication to their tasks and in ensuring the 
governance arrangements for which the company  
is responsible operate smoothly and efficiently in  
the interests of all stakeholders.

rt Hon James B BoLGer, OnZ  

CHaIr  
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developments in Gas industry co’s 
work programme during the year 
ended 30 June 2015 have maintained  
a strong momentum towards fulfilling 
consumer needs and Government 
policy objectives for the downstream 
gas industry. 

after 10 years of Gas industry co operations, the 
platform of fit-for-purpose regulated and non-
regulated governance arrangements to meet Gas act 
and GPs requirements is largely in place. Many key 
policy objectives have been achieved, and together 
they provide a solid foundation for the efficient 
ongoing operation of this sector of the gas industry. 

some important issues have still to be fully resolved, 
but good progress has been made and these matters 
remain firmly in our sights. 

during the year, we brought to fruition our workstream 
on gas retailer insolvency management, took our gas 
quality review past a significant milestone, and 
supported changes to the Maui Pipeline Operating 
code (MPOc) that we expect will deliver some 
long-needed improvements to transmission pipeline 
balancing arrangements. considerable attention was 
also applied to Gas registry enhancements flowing 
from switching rules changes approved by the 
Minister, as well as to our new role of processing 
applications for special designations under the ccM 
regulations revisions that took effect in March 2014. 

02/

cHieF executive’s revieW

We also established the groundwork for further 
improving downstream reconciliation processes, with  
a particular focus on testing d+1 allocations. 

Our activities continue to benefit from the direct 
contribution of dedicated industry working groups, 
which bring targeted skills to particular issues.  
the working group approach is a proven means  
of efficiently addressing operational matters and 
achieving effective governance outcomes. as such it 
can be an important mechanism in achieving a central 
requirement of the co-regulatory governance regime 
- that consideration is given to all reasonably practical 
options, non-regulated and regulated, that achieve the 
same regulatory objective. 

We can reflect on a number of recent successes 
attributable to this collaborative approach and shared 
expertise in the areas of retailer insolvency 
management, downstream reconciliation, consumer 
switching and gas quality. 

Gas industry co appreciates the willingness of 
industry participants to engage on issues by 
contributing people, time and other resources to 
working groups and, in some instances, to proactively 
lead the quest for solutions. However, there are times 
when this can be slow and challenging. 

“Many key policy 
objectives have been 
achieved, and together 
they provide a solid 
foundation for the efficient 
ongoing operation of this 
sector of the gas industry”
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it has taken more than six years for the industry  
to arrive at an outcome for improved balancing 
arrangements. Further, although the Gas industry 
transmission access Working Group progressed some 
recommendations flowing from our Gas transmission 
investment Programme workstream, little 
advancement was made with the core issue of 
capacity access and pricing. Both of these projects 
encountered challenges due to industry resources, 
costs and limitations to the transmission code change 
process in bringing about desirable changes. 

Gas industry co nevertheless played a key role in 
approving changes to balancing arrangements on the 
Maui Pipeline, and the industry is now focussed on a  
1 October 2015 implementation. Gas industry co has 
also now resumed a more central role in the next 
phase of harmonising elements of the Maui and  
vector transmission codes. 

the broad challenge for Gas industry co accordingly 
lies in determining where we can achieve better 
outcomes by playing a central part and where  
the industry should have the latitude to progress 
matters itself. 

the co-regulatory governance model adopted for  
the downstream gas sector provides an effective 
framework for Gas industry co to walk this line. 
through our industry forums, consultations and  
other stakeholder relationship channels, we work  
hard to get the balance right. 

We place major importance on our relationships  
with stakeholders and are concerned to ensure we 
remain effective in our engagement with them, while 
maintaining our integrity as an impartial regulatory 
body. during 2014/15, our 10th anniversary year, we 
took the opportunity to formally survey stakeholders’ 
perceptions of the quality and effectiveness of our 
interactions and overall relationships with them. 

it was encouraging to us that the majority of 
respondents were satisfied with their engagement 
with Gas industry co, and the feedback helpfully 
pointed to areas where we can improve. We have 
acted on a number of recurring themes relating to our 
communications channels and processes and will be 
repeating the survey during 2015/16 to see if these 
have been effective. 

Given our statutory mandate to ensure good 
information is available about the gas industry, it was 
particularly pleasing to see a broad appreciation of the 
information resources were are building about natural 
gas, its contribution to new Zealand and the 
opportunities and challenges facing the industry. 

this information pool is fed from diverse streams, 
including our The New Zealand Gas Story publication, 
and the commissioning of expert reports on topics 
ranging from future gas supply and demand scenarios, 
opportunities and challenges associated with a major 
new gas find, the competitive positioning of gas in  
the wider retail energy market, and opportunities for 
voluntary demand curtailment as a management  
tool in times of transmission capacity constraints. 

as ever, our work programme in the year ahead is 
designed to meet our statutory obligations as the 
industry body under the Gas act, and to address 
Government and industry priorities. it focuses on the 
efficient administration of governance arrangements 
currently in place, progressing new or ongoing project 
commitments and facilitating further forward-looking 
discussions by the industry on how its sees its future, 
and anticipating associated issues. 

steve BIeLBy

CHIeF exeCutIve 
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Key aCHIevements In 2014/15
aCtIvIty prIorItIes set For 2014/15 outComes For 2014/15

transmIssIon  
CapaCIty

Facilitate ongoing industry 
work on improved transmission 
capacity allocation and pricing 
arrangements. in parallel, 
develop a counterfactual 
design should industry-led 
initiatives falter.

Progress in the period led by the industry working  
group, including on transparency, code governance  
and congestion management. Gas industry co’s second 
Options Paper released in May 2015 proposed forward 
path for outstanding issues and calls for industry 
stakeholders to help develop a long-term vision to 
achieve converged transmission access arrangements 
across the two separate transmission systems. analysis of 
submissions published in august 2015 discussed industry 
responses and confirms Gas industry co taking a more 
central role in next phase. 

CrItICaL 
ContInGenCy 
manaGement

complete implementation  
of changes to the ccM 
regulations that took effect  
on 1 March 2014.

completed the transition process for implementing the 
ccM regulations changes that took effect on 1 March 
2014 and processed applications for special designations.

dIstrIButIon 
ContraCts

consider recommendations  
for improvements to the 
distribution scheme and 
implement as appropriate.

distributors’ use of system agreements with retailers  
have achieved ‘substantial’ alignment with the scheme 
principles. changes are not considered necessary at 
this time and progress with transitioning to the new 
agreements is being monitored.

Consumer 
outComes

implement changes to the 
retail scheme approved in 
2013/14.

scheme changes implemented and preparations 
commenced for contract reviews in 2015/16.

Gas quaLIty Finalise the development  
of a gas quality protocol to 
strengthen stakeholders’ 
understanding of gas quality 
management and information 
availability.

Worked with industry participants in the development of 
a requirements and Procedures document that replaced 
the proposed Protocol. Final document released in June 
2015. Gas industry co is monitoring further gas quality 
work by a transmission system owner with a view to 
reassessing whether the regulatory objective in relation to 
gas quality has been met and potential consideration of 
any need for further intervention. 

doWnstream 
reConCILIatIon

develop a preferred allocation 
option from the phase 2 review 
of the reconciliation rules and 
implement changes as 
appropriate. 

extensive focus with industry working groups on further 
downstream reconciliation improvements, including the 
development of a d+1 allocation methodology.

transmIssIon 
BaLanCInG

support industry-led efforts to 
improve transmission pipeline 
balancing arrangements.

Processed and supported Maui Pipeline Operating code 
changes for the introduction of market-based balancing, 
which are scheduled to take effect in October 2015.

Consumer 
sWItCHInG

complete consultation on 
proposed changes to the 
switching rules, as well as 
switching and reconciliation 
thresholds under the 
compliance regulations and 
implement as appropriate.

recommended switching rules changes supported by 
the Minister and implemented accordingly. commenced 
the process of implementing substantial consequential 
changes to the operations of the Gas registry. 

retaILer 
InsoLvenCy

complete the development  
of backstop arrangements 
relating to gas retailer 
insolvency.

recommendation on managing any future retailer 
insolvency supported by the Minister. consultation held 
on a framework for managing a retailer insolvency, 
including drafting instructions for backstop regulations. 
Framework implemented post balance date.

transmIssIon 
InterConneCtIon

report to the Minister  
on interconnections to 
transmission pipelines.

reports provided to the Minister on physical 
interconnections to the Maui and vector transmission 
pipelines, as well as ‘virtual’ connections relating to the 
establishment of a wholesale gas market.

perFormanCe 
and Current 
state oF tHe 
Industry

continue development of The 
New Zealand Gas Story and 
undertake related initiatives to 
assess, develop and report on 
the state and performance of 
the gas industry. 

third edition of The New Zealand Gas Story issued in 
March 2015 and further updated in april 2015. Gas story 
presentations made to various stakeholder groups. 

commissioned new studies, one updating gas supply/
demand scenarios and the other assessing 
commercialisation options for a major new gas discovery.
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deLiverinG eFFectiveLy  
On Our accOuntaBiLities  
as tHe Gas industry BOdy 

as the industry body Gas industry  
co recommends and administers 
governance arrangements that fulfil  
the principal policy objective set by  
the Gas act, which is to ensure gas  
is delivered to existing and new 
customers in a safe, efficient and 
reliable manner. the GPs requires  
Gas industry co to also have regard  
to fairness and environmental 
sustainability in its recommendations.

the Gas act and GPs together set 
other objectives and outcomes that 
Gas industry co takes into account 
when formulating industry 
arrangements, either regulated  
or non-regulated. 

Gas industry cO 
annuaL rePOrt

2014 
/2015

08

Many of the Government’s policy 
objectives have been met through 
governance arrangements introduced 
to date. Gas industry co monitors 
these arrangements to ensure their 
ongoing relevance and effectiveness, 
and improves them as required.



2014 
/2015

GAS INDUSTRY CO 
ANNUAL REPORT

09

speCIaL desIGnatIons under tHe CCm reGuLatIons  
are Intended to ensure avaILaBLe Gas Is suppLIed  
to HIGH prIorIty Consumers For as LonG as 
possIBLe durInG a CrItICaL ContInGenCy event.

CrItICaL ContInGenCy 
manaGement 
Following the implementation of amendments to the 
ccM regulations on 1 March 2014, Gas industry co’s 
attention during the year was directed to processing 
consumer applications for special designations. 

the changes strengthened and clarified aspects of the 
industry’s response to serious gas supply disruptions 
and, in part, moved the responsibility for processing 
and determining special designations from retailers to 
Gas industry co. the special designations are intended 
to ensure available gas is supplied to high priority 
consumers for as long as possible during a critical 
contingency event. 

the changes were the result of a comprehensive 
review of the ccM regulations following a five-day 
Maui pipeline outage in 2011 that seriously affected 
gas supplies to the upper north island. they also 
included: 

 » clarification and tightening of criteria defining 
eligibility for an essential services designation, and 
to specify that the designation applies only to that 
part of the consumer’s load that is essential;

 » a new, highest priority critical care designation;

 » a new electricity supply designation, allowing for 
small amounts of temporary gas usage to better 
support the electricity system when gas is in short 
supply;

 » adjusting and broadening the criteria for critical 
Processing designations to provide for the 
completion of critical processing. this designation  
is intended to allow for an orderly shutdown of  
gas plants to avoid serious damage to equipment, 
enhance safety and mitigate serious environmental 
damage; 

 » requiring retailers to periodically inform their 
customers about the ccM regulations and the 
existence of the special designation categories; and

 » expanding communications responsibilities of 
affected asset owners and the critical contingency 
Operator to publicly provide specified information.

to date, Gas industry co has granted the following 
special designation applications:

 » 193 critical care

 » 2 essential services

 » 3 critical processing

 » 1 electricity supply

eight applications have been declined as they did  
not meet the special designation criteria. 

a critical contingency exercise, simulating third  
party damage to the transmission pipeline supplying 
Bay of Plenty, was held in June 2015. this fulfilled a 
ccM regulations requirement for an exercise to be  
held annually unless there is an actual critical 
contingency event. 
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CompLIanCe 
Gas industry co oversees governance arrangements 
that ensure the integrity of key markets. this includes 
administration of the compliance regulations, which 
provide for the monitoring and enforcement of rules 
and regulations. 

compliance levels improved overall in 2014/15 and 
breach allegations were again predominantly 
associated with the reconciliation and switching 
rules. 

the total number of breach allegations (switching and 
reconciliation) considered by Gas industry co in its 
role as the Market administrator during 2014/15 
totalled 2,356, a 21 percent decrease on the 2,970 
alleged breaches referred to it in 2013/14. 

the decrease was expected, given the one-off spike  
in alleged breaches in 2013/14 due to the introduction, 
by a retailer, of a new customer management system. 

overaLL CompLIanCe Improved In 2014/15, WItH  
a 21 perCent deCrease In BreaCH aLLeGatIons 
reFerred to tHe marKet admInIstrator. 

Breach levels under the reconciliation rules have 
been relatively consistent in recent years, with almost 
all alleged breaches relating to rule 37, which requires 
the accuracy of consumption provided at the initial 
allocation stage to be within a specified tolerance level 
of the information provided at the final stage. 

Of the breach allegations considered during the year 
under review, 542 - or 23 percent – were determined 
not to raise material issues and 14 were referred to the 
investigator for settlement. the 14 material breaches 
were among a total of 46 alleged breaches arising 
from retailer performance audits under the 
reconciliation rules. a further 1,800 have yet to be 
determined, and relate to alleged breaches of rule 37, 
which are determined in batches. 

NOTES:

2014: 4 material breaches 

2015: 8 alleged breaches awaiting determination

NOT mATERIAL mATERIAL
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InvestIGator and ruLInGs paneL 
– approved settLements and 
determInatIons 
in accordance with the compliance regulations,  
Gas industry co must appoint one or more persons as 
investigators to carry out independent investigations 
of alleged breaches that have been determined by  
the Market administrator as raising a material issue. 

the investigator must endeavour to effect settlements 
of alleged breaches, and these must be referred to the 
rulings Panel for approval or rejection. 

the rulings Panel is an independent body appointed 
by the Minister of energy and resources under the 
compliance regulations. the current rulings Panel  
is Hon sir John Hansen, KnZM. the rulings Panel 
approves or rejects settlements proposed by the 
investigator and, in a quasi-judicial process, 
determines breach allegations that are unable to  
be settled, or in respect of which a settlement has  
not been approved. no matters were referred to  
the rulings Panel for determination in 2014/15. 

LpG 
Gas industry co’s jurisdiction covers consumer-facing 
aspects of the LPG market. it does not extend to LPG 
bottles, the supply and bulk storage of LPG, or to 
pipelines carrying LPG in liquid form between 
transport depots and bulk storage facilities. Gas 
industry co receives reports from the electricity  
and Gas complaints commissioner (eGcc) regarding 
consumer complaints about LPG supplies, and 
maintains regular communication with the LPG 
industry trade group, the LPG association of  
new Zealand. Gas industry co continues to  
monitor the LPG markets, and at this time  
considers there are no substantial issues that  
warrant regulatory intervention.
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BuiLdinG and cOMMunicatinG 
tHe neW ZeaLand Gas stOry  

Gas industry co is required by the  
GPs to ensure that good information  
is publicly available about the 
performance and present state of  
the gas sector. the company achieves 
this outcome in a number of ways, 
including the publication and regular 
updating of The New Zealand Gas 
Story – the State and Performance  
of the New Zealand Gas Industry, 
Quarterly reports to the Minister  
that include industry performance 
measures, industry-related information 
published on its website, and through 
presentations to industry and public 
conferences and seminars.

Gas industry cO 
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The New Zealand Gas Story presents a comprehensive 
account of the gas industry’s history, structure, 
performance, and contribution to new Zealand’s 
energy supply, as well as the policy and regulatory 
framework in which it operates. it also includes  
Gas industry co’s assessment of how the industry  
is performing against the Government’s policy 
objectives. 

Gas industry co contributes further to the  
gas industry information pool by periodically 
commissioning reports from external experts  
on subjects of specific and current interest. 

during 2014/15 Gas industry co published two reports 
commissioned from concept consulting. the first, 
Long Term Gas Supply and Demand Scenarios, 
refreshed an initial report published in 2012. the 
second, Possible Commercialisation Options for  
New Gas Discoveries, provides insights into how a new 
gas discovery may be utilised. Gas industry co also 
facilitated a workshop for new Zealand gas industry 
stakeholders in which uK-based nera economic 
consulting expert, Mr Graham shuttleworth, discussed 
the approach to gas pipeline regulation in other 
countries. 

Previous studies commissioned by Gas industry co 
have included: 

 » Gas Balancing in Selected European Jurisdictions, 
concept consulting

 » Commercialisation issues, opportunities and 
challenges in the event of substantive gas-rich 
exploration success in New Zealand, Woodward 
Partners

 » Consumer Energy Options: An Evaluation of the 
Different Fuels and Technologies for Providing 
Water, Space, and Process Heat, concept consulting

 » Investigation of possible scale of gas demand 
management on the Vector North system, Jt 
consulting

tHe neW ZeaLand Gas story Was FIrst puBLIsHed 
In 2013 and Is updated annuaLLy to InCorporate 
tHe Latest statIstICaL InFormatIon, and reLevant 
neW deveLopments In tHe Gas Industry, tHe WIder 
enerGy seCtor and tHe GeneraL eConomy.
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FaciLitatinG eFFicient use  
OF, and tiMeLy investMent  
in, Gas inFrastructure  

infrastructure access is essential  
to the operation of competitive  
and efficient markets. Gas industry 
co’s work in this area currently 
encompasses transmission capacity 
access, pipeline balancing and pipeline 
interconnection.

transmIssIon CapaCIty aCCess 
there was limited progress towards improving 
transmission capacity access arrangements during 
2014/15. 

the Gas industry transmission access Working Group 
(GitaWG) made some inroads with industry-led 
deliberations, particularly in the areas of information 
transparency and congestion management, but little 
advancement was made with the central issue of 
capacity access. 

Following its initial Options Paper in 2013, Gas 
industry co paused development of its parallel 
regulatory counterfactual design process to allow the 
industry time to formulate and develop its approach. 
Given the level of progress, however, the company 
subsequently issued two consultation papers to add 
momentum to the project. 

the separate workstreams by Gas industry co and  
the industry arise from the second advisory report  
to Gas industry co from the Panel of expert advisers 
(Pea) in 2013. this report was in turn the outcome  
of the Pea’s review of transmission pricing and  
access arrangements as part of Gas industry co’s  
Gas transmission investment Programme (GtiP), an 
industry-supported initiative to improve transmission 
capacity access arrangements. 

the Pea proposed ways to more closely harmonise 
the different access codes for the Maui and vector 
pipelines through a process of ‘evolutionary 
convergence’ to meet the characteristics of a well-
functioning market. in particular, it recommended  
that transmission owners and shippers work towards 
operationalising the Pea’s guiding principles, which 
was the basis for the GitaWG’s formation, while  
Gas industry co develops a counterfactual design, 
including possible regulation, if the industry-led  
efforts falter. 

Gas industry cO 
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the GtIp workstream was estabLIshed foLLowInG 
the emerGenCe of CapaCIty ConstraInts on  
the VeCtor north transmIssIon pIpeLIne In 2009.  
It Is aImed at:

 » ensurInG exIstInG and future Gas transmIssIon 
assets are used effeCtIVeLy

 » estabLIshInG the need for Gas transmIssIon 
InVestment

 » deVeLopInG an effeCtIVe pathway for effICIent 
Gas transmIssIon InVestment to take pLaCe

Although the GITAWG made some useful progress 
with transparency, the Vector Transmission Code 
(VTC) change processes and congestion management, 
Gas Industry Co became concerned with the lack of 
movement on the core issue of capacity allocation and 
pricing. Consequently, shortly before year-end Gas 
Industry Co produced for consultation Transmission 
Access – Options for Improvement #2 (Options Paper 
2), which builds on the initial Options Paper, as well as 
the work of the GITAWG. 

It has two objectives. The first assesses progress with 
three ‘initial changes’ identified by the PEA as areas 
where immediate improvements could be made to 
existing pipeline codes – information transparency, 
detailed arrangements for an Authorised Quantity 
(AQ) product on the Maui pipeline, and the 
development of interruptible services on the  
Vector system. 

In addition to the GITAWG’s information transparency 
work, Gas Industry Co commenced consultation on 
the Maui AQ product – a service currently provided  
for in the MPOC but not yet fully described or given 
detailed terms and conditions. Gas Industry Co’s 
proposals are set out in Proposed Maui AQ Product, 
the second of its two consultation papers issued under 
this workstream during the year. 

Options Paper 2 proposes a way forward for the third 
‘initial changes’ element, Vector interruptible services, 
although this may be deferred pending the outcome 
of future work on transmission access. 

As its second objective, Options Paper 2 takes a 
longer-term view and considers whether the gradual 
‘evolutionary’ approach recommended by the PEA 
remains realistic in the context of the remaining issues 
or whether it should be effected in a more rapid, single 
step. It discusses options and proposes an expanded 
working group to develop a common industry vision 
for converged arrangements. 

Although transmission capacity demand has eased 
since 2009, and new transmission capacity is unlikely 
to be required in the immediate future, Gas Industry 
Co considers that solutions for the longer-term 
management of transmission capacity should be 
developed now so that the industry is well prepared  
if capacity access again becomes an issue of 
significance. 

Accordingly, the GTIP work remains a priority  
in the year ahead. In this respect, the PEA’s 
recommendations remain the foundation of future 
work, which will continue as a parallel process through 
the proposed expanded working group that Gas 
Industry Co will now lead. The Group’s work will 
include development of a vision for converged 
transmission access arrangements, which could be 
implemented through regulatory or non-regulatory 
options. 

In the absence of immediate pipeline capacity issues, 
there is less focus on the Bridge Commitments, a 
series of commitments designed to address capacity 
issues in the short-term. Gas Industry Co received no 
reports of capacity availability constraining retailers’ 
ability to respond to competitive tenders during the 
year, indicating there is no current capacity shortage 
on the North Pipeline, or that capacity issues are 
impeding customer switching and competition. 

With more than a year of inactivity on the Gas 
Transmission Exchange (GTX), a specially-developed 
online capacity trading bulletin board, this facility was 
decommissioned in December 2014. 
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transmIssIon pIpeLIne BaLanCInG 
after the disappointment expressed in last year’s 
annual report about the lack of progress in resolving 
long-standing transmission pipeline balancing issues, 
positive steps occurred during the year that should 
see improvements implemented in 2015/16. 

Having supported a series of MPOc changes during 
2013/14 which opened the way for the introduction  
of back-to-back (B2B) balancing that would direct 
balancing costs to the parties that caused them,  
Gas industry co was discouraged by delays by MdL  
in its implementation. 

a revised market-based approach towards 
transmission balancing, subsequently proposed  
by MdL, retained elements of B2B as well as elements 
of compatibility with the vtc. it also proposed daily 
cash-out of user imbalances beyond allowed 
tolerances and, for the first time, proposed utilisation 
of external spot markets to acquire or sell balancing 
gas. Balancing procurement was previously limited to 
the MdL-operated Balancing Gas exchange (BGx).

Gas industry co’s assessment of, and consultation  
on, MdL’s market-based balancing change request 
included an independent cost-benefit analysis 
prepared by covec Limited. this found the proposal to 
be beneficial overall, particularly in terms of dynamic 
efficiency benefits arising from better price signals 
and increased market liquidity. 

submissions on the proposal reflected opposing 
positions of stakeholders. Gas industry co 
acknowledged a number of concerns raised during 
consultation, but concluded that overall the proposal 
would improve balancing arrangements. its central 
element of daily cash-out is common international 
practice, the proposal made sense from a pipeline 
economics perspective, and it broadly aligned with  
the objectives of the Gas act. some remaining issues 
will be addressed in other workstreams, including the 
assessment of day-after allocations to provide more 
timely information to support shippers’ transmission 
capacity nominations (see downstream reconciliation 
in section 6 below). 

accordingly, in its Final recommendation Gas industry 
co supported the move to market-based balancing, 
noting that this resulted from industry participants’ 
inability to agree on a solution through six years of 
work following an industry request for Gas industry co 

to defer a regulatory proposal and allow the industry 
to develop a solution itself through code change 
developments. 

Given this background, Gas industry co was not 
persuaded by submissions calling for an alternative, 
but unspecified, solution to be found and considers 
the Final recommendation supporting the change  
to be reasonable. 

it is noted that MdL has responded to concerns 
relating to the information and tools available to 
pipeline users to mitigate imbalance risk by providing 
a ‘soft landing’ that includes increased tolerances for  
a period of 18 months following implementation, 
currently expected on 1 October 2015. 

the volume of gas that MdL has been required  
to buy or sell in order to balance pressures in the  
Maui pipeline has declined substantially, falling from 
4,778,125 GJ in 2007 to as low as 264,400 GJ in 2012 
(Figure 3). However, in the first six months of 2014/15, 
MdL transacted almost as much balancing gas as it 
did for the entire 2013/14 year. 

transmIssIon Code CHanGes 
Gas industry co continues to have a role in changes  
to the transmission pipeline codes, although the 
nature of its involvement in relation to the vtc has 
changed, and is under review in respect of the MPOc. 

under a new code change process for the vtc that 
took effect in april 2015, Gas industry co ceased to 
have a role as the independent appellate body, 
responsible for making determinations on vtc change 
appeals. Gas industry co, however, is now able to 
participate more directly in the development of vtc 
change proposals through the submissions process. 

Gas industry co made its first submissions under the 
revised process in response to changes proposed by 
vector to congestion management arrangements in 
the vtc. the proposal emerged from the work 
undertaken by the GitaWG. Following submissions 
vector suspended the process to enable further 
engagement on matters raised by Gas industry co. 

subsequent to the vtc process change, Gas industry 
co received a request proposing a similar approach  
to the MPOc change request process. this proposal 
includes the cessation of Gas industry co’s role in 
processing, consulting on, and recommending 
‘support’ or ‘non-support’ of MPOc change requests. 
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As this change request requires Gas Industry Co to 
deliberate on its own role under the MPOC, giving rise 
to a potential conflict of interest, the Company has 
supplemented its normal process by appointing the 
former High Court Judge, Hon Sir John Hansen, as an 
Independent Expert to review and report on the 
Company’s draft and final recommendations. By 
Ministerial appointment, Sir John also performs the 
role of the Rulings panel under the Compliance 
Regulations. 

The final recommendation ‘supporting’ or ‘not 
supporting’ the MPOC change request remains with 
Gas Industry Co through the Board’s Independent 
Directors Committee. It is expected to be made in  
the first half of 2015/16. 

transmIssIon pIpeLInes 
InterConneCtIon 
During the year, Gas Industry Co presented the 
Minister with two reports on interconnections to  
gas transmission pipelines. 

One report assessed ‘virtual’ interconnections relating 
to the establishment of the emsTradepoint wholesale 
market on the Vector transmission system and of the 
proposed NZX trading market on the Maui pipeline. 
The second report assessed physical interconnections 
to the Maui and Vector pipelines. 

In its advice to the Minister, Gas Industry Co noted 
that the pipeline owners have made significant efforts 
to improve interconnection arrangements and to 
facilitate the introduction of the gas trading markets. 
Gas Industry Co found no issues with the 
interconnections that required intervention, and is 
working with the pipeline owners and other market 
participants on a small number of remaining issues. 

Concerns by MDL that market trading may cause 
pipeline balancing issues were acknowledged, but  
Gas Industry Co considers such risks are manageable. 

The assessment of the physical interconnections 
concluded these had been effective and that both 
pipeline owners had comprehensive policies, 
procedures and documentation which closely  
align with Gas Industry Co’s Transmission Pipeline 
Interconnection Guidelines. 

Interconnection assessments are undertaken in 
accordance with a Ministerial request in 2010 for  
Gas Industry Co to formally review interconnection 
arrangements in respect of the next two 
interconnections to each of the Maui and  
Vector pipelines. 

Since then, in addition to the two ‘virtual’ 
interconnections to each pipeline, there have been  
two physical connections to Vector’s pipelines and 
one to the Maui pipeline. 

Note: 2015 data available for first six months only. 

the transmIssIon pIpeLIne InterConneCtIon 
GuIdeLInes Issued by Gas Industry Co In 2009 
set out Good InterConneCtIon praCtICes and 
are desIGned to mInImIse barrIers to entry by 
promotInG transparenCy and effICIenCy.
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PrOMOtinG eFFicient, cOMPetitive,  
and cOnFident Gas MarKets 

Gas industry co develops, administers 
and monitors industry arrangements 
designed to ensure that the gas 
markets are efficient and competitive, 
and that participants have confidence 
to maintain their investment in the 
production, delivery and use of gas.

Particular policy attention is paid to 
promoting and protecting the longer-
term interests of small consumers  
who do not have the resources or 
market influence of larger commercial 
enterprises. 

Gas industry cO 
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in addition to the processes, 
information disclosure and monitoring 
regimes associated with the 
reconciliation rules and switching 
rules, small consumers benefit from 
arrangements for distributor and 
retailer contracts, gas quality 
management, consumer complaints, 
and gas retailer insolvencies.
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doWnstream reConCILIatIon 
the development of alternative allocation 
methodologies for improved downstream 
reconciliation processes reached a significant point 
shortly after year-end with the commencement of 
day-after delivery (d+1) trials. 

this work is integral to the policy review of the 
reconciliation rules and is looking specifically  
at options to either improve the accuracy of the  
initial allocation or replacing it with a more timely 
alternative. the objective is to provide shippers with 
more timely information on their daily allocated 
quantities on the day after gas has flowed, which  
will help them better manage their downstream 
reconciliation and transmission balancing positions. 

a daily allocation Working Group (daWG) of industry 
participant representatives has been established to 
assist Gas industry co. it covers the end-to-end 
process, from the collection of daily data, to producing 
allocations on the day-after gas flow. the scope of the 
daWG’s work also encompasses matters under the 
vtc and gas transfer arrangements, calculating daily 
receipts, Balancing and Peaking Pool (BPP) positions, 
and revisiting the methodology for wash-ups  
between parties. 

the policy review commenced in 2010 and first round 
amendments to the reconciliation rules, comprising 
process enhancements and exemptions codification, 
were implemented in 2013. 

the reconciliation rules improve market efficiency 
through a process for reconciling volumes of gas 
leaving the high pressure transmission system with 
volumes consumed by end-users, and attributing them 
to the relevant retailers. the difference between the 
amount of gas that retailers estimate their customers 
have used and the volume of gas leaving the 
transmission system is unaccounted-for gas (uFG), 
which is allocated, and charged, to retailers in 
proportion with their consumption submissions. 

uFG represents gas that retailers must pay for, but 
have not sold. since their introduction in 2008, the 
reconciliation rules and the associated performance 
and auditing mechanisms have been instrumental in 
reducing uFG from over 2 percent of annual allocated 
gas to approximately 1 percent. in volume terms, 
annual uFG has halved since 2009, from about 
600,000 GJ to around 300,000 GJ (Figure 4). 

tHe reConCILIatIon ruLes Have Been InstrumentaL 
In suBstantIaLLy reduCInG tHe LeveL oF 
unaCCounted-For Gas.
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Gas Customer sWItCHInG 
during the year, the Minister approved changes to  
the switching rules that will enhance Gas registry 
operations and consumer switching arrangements. 
the Gas registry maintains a centralised database 
which stores key technical information about every 
customer installation and facilitates and monitors each 
customer switch from initiation through to completion. 

the changes include more metering fields to increase 
the accuracy and efficiency of retailers’ conversion of 
metered volumes to energy, increased icP information 
quality oversight through performance audits, better 
alignment of switching timeframes for dual fuel 
consumers, and fine tuning of processes to better 
reflect commercial arrangements in the gas market. 

Gas industry co and the registry Operator, Jade 
corporation, have commenced the process of 
implementing the consequent amendments to  
the registry’s operations. a registry amendments 
implementation Group (raiG), comprising industry 
stakeholder representatives, is assisting this work,  
with a particular focus on coordinating comprehensive 
data cleansing and conducting user acceptance 
testing of the registry amendments prior to go-live. 

tHe numBer oF retaIL Gas Consumers sWItCHInG 
suppLIer InCreased By 4.8 perCent to 49,743  
durInG 2014/15.

the switching rules will be changed once the 
amendments are in place, expected to be in the first 
half of 2015/16, after which Gas industry co will initiate 
baseline audits. 

the switching rules enable consumers to choose,  
and efficiently alternate between, competing retailers. 
during the year, 49,743 gas consumers changed 
retailer, an increase of 4.8 percent on the 47,484 
switches in 2013/14. the annual switching rate was  
18.6 percent, up from 17.3 percent in 2013/14. 

since the start of the Gas registry in 2009, 54 percent 
of residential gas customer sites, 65 percent of small 
commercial sites, 73 percent of large commercial sites 
and 46 percent of large industrial sites have switched 
retailer at least once. 

in the same period, there has been a marked reduction 
in the time taken to process switches. Prior to the 
commencement of the switching rules, switching 
could take weeks or months to complete. Once the 
Gas registry went live, average switching times 
dropped to about 10 business days and in 2014/15  
the 12-month rolling average switching time was  
5.5 business days. an increasing number of switches 
are being completed within three business days. 

NOTES:

− Includes only switches on open-access distribution networks. Switches from open-access to bypass networks (or vice versa) are not recorded  
as a switch in the Gas Registry.

− Excludes approximately 6,350 E-Gas customers transferred to Nova Energy in November 2010 as a result of Nova purchasing the customer  
base from E-Gas’s liquidator. 

− Excludes ‘re-branding’ transfers from Auckland Gas to Nova Energy in 2011 and bay of Plenty Energy in 2012, as all are part of the Todd Group. 

SwITCHES IN mONTH ROLLING mONTHLY AvERAGE 
(OvER 12 mONTHS)

5,000

4,000

3,000

2,000

1,000

0

2010

Figure 5: Gas Customer sWItCHes

2011 2012 2013

ESTImATED SwITCHING PRIOR 
TO REGISTRY GO-LIvE

2014 2015

n
u

m
B

e
r

 o
F

 s
W

It
C

H
e

s

2009



2014 
/2015

GAS INDUSTRY CO 
ANNUAL REPORT

21

during 2014/15, 77 percent of switches were 
completed within seven business days, compared with 
50 percent in 2009 (Figure 8). this largely reflects a 
switching rules provision that, for a standard switch 
(where a customer switches retailer supplying the 
existing location), the new retailer can request a 
switch date that is not less than seven business days 
after the inception of the switch. in most cases, this 
request must be honoured by the existing retailer. 

in another measure of market competition, market 
concentration in all regions of the north island has 
diminished due to the market entry of new retailers, 
and the smaller retailers increasing their market share. 
the Herfindahl-Hirschmann index (HHi), which 
measures market concentration using the size and 
number of competing retailers, shows a significant and 
continuous reduction in market concentration since 
2009 (see Figure 9). nationally, the HHi stands at 
2,423 compared with 3,033 in 2009. 
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With the entry of Pulse energy Limited during 2014/15 
and, post balance date, of switch utilities Limited, 
there are now 11 retailer brands competing in the retail 
gas market. all 10 retailers trading during the year 
under review were active at a number of gas gates, 
where gas exits the high pressure transmission 
system and enters the lower pressure gas distribution 
networks for delivery to residential, commercial and 
industry consumers. 

Over 99 percent of gas consumers are connected to  
a gas gate where at least seven retailers are trading. 

ContraCt oversIGHt sCHemes 
Gas industry co administers two non-regulated 
contract oversight schemes covering retailers’ 
contract arrangements with small consumers, and 
distributors’ standard contracts with retailers. 

the fourth independent assessment under the retail 
Gas contracts Oversight scheme (retail scheme) 
commenced shortly after year-end. this assessment 
will evaluate the terms and conditions of retailers’ 
published standard contracts with small consumers  

– The HHI ranges from 0 to 10,000. A low score indicates a low level of market concentration, which arises when there is a large number of small  
firms in the market, each with a small proportion of market share. Conversely, an HHI score of 10,000 represents a market with a single retailer. 
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as at 1 July 2015 against the retail scheme’s contract 
benchmarks and set of reasonable consumer 
expectations (rces). the results for each retailer  
will be published during 2015/16. 

the retail scheme was introduced in 2010 to help 
meet the Government policy objective for contractual 
arrangements between gas retailers and small 
consumers to adequately protect the long-term 
interests of those consumers. the three assessments 
conducted since then – a baseline assessment in 2010, 
a transitional assessment in 2011, and a full assessment 
in 2012 – has seen the alignment of retailers’ contracts 
with the benchmarks improve from ‘Moderate’ to 
‘substantial’. 

in the light of this improvement, substantial design 
changes were introduced following a review of  
the retail scheme after the third assessment. the 
changes included a move from annual to three-yearly 
assessments, and the inclusion of the rces. retailers 
provide Gas industry co with annual confirmation as 
to whether they have amended their standard 
published contracts. 

during the year, Gas industry co appointed Palairet 
Law to succeed elwood Law as the independent 
assessor under the retail scheme. 

the objectives of the Gas distribution contracts 
scheme (distribution scheme) introduced in 2012  
are to ensure that core terms and conditions of 
distribution services agreements are clear and 
reasonable, promote market efficiency and enhance 
consumer outcomes. 

under the distribution scheme, gas use of system 
agreements (Guosas) are assessed against a set of 
contract principles. With its introduction, distributors 
substantially revised their contracts and the second, 
and most recent, independent assessment in 2014 
found their contracts exhibited ‘substantial’ alignment 
with the principles. 

since then Gas industry co has been monitoring 
progress with executing new Guosas with the 
retailers. Monitoring will continue throughout 2015/16 
and if substantial progress is not made Gas industry 
co will meet with stakeholders to consider whether 
further facilitation is required. 

oversIGHt sCHemes Have Led to suBstantIaL 
Improvements In tHe quaLIty oF standard 
ContraCts oFFered By Gas retaILers and 
dIstrIButors. 

Gas quaLIty 
Following consultation during the year, Gas industry 
co has published a paper detailing the legal 
requirements and industry procedures for managing 
gas quality. 

the Gas Quality Requirements and Procedures 
document (Gas Quality r&P) was prepared by Gas 
industry co in liaison with industry stakeholders and is 
a development on a Protocol approach initially taken 
by retailers and wholesalers. 

Gas Quality r&P will to be maintained by Gas industry 
co and updated from time to time as changes occur 
and/or new information comes to hand. 

in addition to this document, MdL is leading other 
work to improve gas quality arrangements, particularly 
in the areas of control, reporting, and monitoring. 

Gas industry co has previously investigated and 
consulted on gas quality issues, culminating with an 
issues Paper in 2012. several industry-led gas quality 
initiatives have since been undertaken, including initial 
work on a ‘Gas information exchange Protocol’ by a 
group of wholesalers and retailers concerned to 
ensure that service providers in the physical supply 
chain are meeting their obligations. 

the proposed Protocol was considered to have 
broader relevance, requiring input from all participants 
in the gas supply chain. Gas industry co worked with 
industry stakeholders to further develop the draft 
Protocol, which evolved into the Gas Quality r&P 
document. 

Gas industry co will reassess whether its regulatory 
objective has been met once the outcome of the MdL 
initiative is known. 

Gas users requIre a saFe, reLIaBLe, FIt-For-purpose 
produCt. WHILe tHe prospeCts are smaLL, a Gas 
quaLIty InCIdent Can Cause sIGnIFICant Harm.
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Gas users require a safe, reliable, fit-for-purpose 
product. there a number of legislative and contractual 
arrangements applying to gas quality, and a range of 
agencies with regulatory powers relating to it. Gas 
industry co has a responsibility when recommending 
gas governance arrangements under the Gas act to 
ensure that those arrangements facilitate the safe, 
efficient, and reliable delivery of gas.

investigations by Gas industry co in 2012 found no 
grounds to doubt that gas quality is being managed 
by parties in the physical supply chain in a rigorous 
and professional manner. notwithstanding its low 
probability, however, a gas quality incident has the 
potential to cause significant harm. 

Given the ‘common pool’ nature of gas pipelines,  
there is a heavy onus on the industry to ensure a  
high degree of transparency around gas quality 
monitoring and reporting. under the Gas (safety and 
Measurement) regulations 2012 (safety regulations) 
specific responsibility for the quality of gas delivered 
to consumers rests primarily with wholesalers and 
retailers. these participants are concerned that, while 
they have the legislative responsibility for compliance 
with the reticulated natural gas standard1, they may 
not have sufficient influence over the parties who 
physically control gas quality. 

there are also concerns that the costs of a quality-
related outage may not be borne by the party who 
caused it. 

Consumer CompLaInts 
an effective, free and independent complaints 
resolution process is available to gas consumers 
through the electricity and Gas complaints 
commissioner scheme (eGcc). 

in its annual report for the year ended 31 March 2015, 
the eGcc records total electricity and gas cases 
(inquiries and complaints) of 8,056, a 24.8 percent 
increase over the 6,457 in 2013/14. While total 
consumer inquiries increased by just 0.3 percent  
from 4,387 to 4,401, the number of complaints 
increased by 76.6 percent from 2,070 to 3,655. 

the commissioner reported that the level of new 
cases received during the year was the highest in the 
history of the scheme, due largely to the impact of a 
member moving to a new billing platform. there were 
also more deadlocked cases – 497 compared with 189 
in the previous year. 

the commissioner also noted that a decision by the 
Minister of consumer affairs to limit exemptions from 
membership of the scheme to suppliers of LPG in 
cylinders under 15kg had resulted in a more diversified 
membership. there were 82 members of the scheme 
as at 31 March 2015, up 23 from a year previously, and 
membership has since grown to over 100. 

total gas-related cases in the year ended 30 June 2015 
declined by 31.6 percent to 136. there were 73 gas 
inquiries, down from 102 in the previous year, and gas 
complaints reduced from 97 to 63. 

dual fuel (electricity and gas) inquiries more than 
halved from 36 to 17. However at 122, there were  
54 more dual fuel complaints. 

at 44.5 percent, billing was again the largest single 
cause of consumer issues, followed by customer 
service (24.1 percent), metering (10.9 percent),  
supply (5.2 percent), and lines (4.1 percent). 

the gas sector continued to draw significantly fewer 
complaints than the electricity sector on a complaints 
per 10,000 icPs basis. during 2014/15, complaints per 
10,000 icPs relating to gas averaged 0.20 per month 
(down on 0.27 in 2013/14), compared with an 
electricity sector monthly average of 1.07, which  
was higher than the 0.98 in the previous year. 

retaILer InsoLvenCy 
Gas industry co has completed the policy 
development process for its insolvent retailer 
workstream. the company’s Final Decision Paper – 
Framework for Gas Retailer Insolvency Arrangements 
(Final decision Paper) sets out the process to be 
followed in the event of a future retailer insolvency, 
including measures enabled by switching rules and 
reconciliation rules amendments approved by the 
Minister during the year.

the Final decision Paper is accompanied by drafting 
instructions – Insolvent Retailers Drafting Instructions 
– which support that process, and can be tailored to 
the circumstances of a specific retailer insolvency.

retailer insolvency policy development included 
extensive consultation and stakeholder input. any 
further policy work is expected to be limited to 
periodic reviews to ensure the retailer insolvency 
management framework remains effective. 

the retailer insolvency workstream originated at  
the request of the Minister following the voluntary 
liquidation of a gas retailer, e-Gas, in 2010 and the 

Gas-reLated Cases BeFore tHe eGCC deCLIned  
By 31.6 perCent to 136 In 2014/15.

1 NZS 5442:2008 Specification for Reticulated Natural Gas
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subsequent creation of the Gas Governance  
(insolvent retailers) regulations 2010 using the  
urgent regulation-making provisions of the Gas act. 
the potential for ‘orphaned customers’, who could 
continue to consume gas while having no retailer to 
bill them for its use, has been identified as the main 
market failure associated with a retailer insolvency. 

Following consultation, the Minister accepted Gas 
industry co’s recommendation that the 2010 regulations 

be allowed to lapse and consideration be given to 
whether a generic regulatory solution was required to 
address retailer insolvency. the Minister subsequently 
accepted Gas industry co’s advice that normal 
insolvency arrangements generally work well and 
should be allowed to run their course in the event of a 
gas retailer insolvency, but that it would be prudent to 
develop backstop arrangements for implementation if 
existing mechanisms were inappropriate or proved to 
be inadequate for any reason.

tHe maIn marKet FaILure assoCIated WItH 
a retaILer InsoLvenCy Is tHe potentIaL For 
‘orpHaned Customers’, WHo CouLd ContInue  
to Consume Gas WHILe HavInG no retaILer  
to BILL tHem For Its use.

INQUIRIES COmPLAINTS
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Figure 10: Gas-reLated InquIrIes and CompLaInts
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Gas industry co was established in 
2004 and that year was approved as 
the industry body under Part 4a of the 
Gas act. the company fully commenced 
operations in 2005 and works with 
both the Government and the industry 
to develop recommendations on 
governance arrangements that  
meet the objectives of the Gas  
act and the GPs. 
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07/

eFFective  
cO-reGuLatiOn 

the company’s oversight encompasses the gas 
wholesale and retail markets, processing facilities,  
and the transmission and distribution sectors of  
the industry. 

Gas industry co is also progressing a broader 
corporate strategy, involving close liaison with industry 
stakeholders, to Optimise the Contribution of Gas to 
New Zealand. 

staKeHoLder reLatIons 
Gas industry co works closely with other regulatory 
bodies, including the Ministry of Business, innovation 
and employment (MBie) and the commerce 
commission, whose responsibilities also encompass 
the gas industry. the company also maintains 
relationships with many other agencies engaged in the 
energy and related sectors, including the electricity 
authority, energy efficiency and conservation 
authority (eeca), the Petroleum exploration and 
Production association of new Zealand (PePanZ), 
Gas new Zealand, and the eGcc. 

Facilitating industry contributions and debate is an 
important function for the smooth operation of the 
co-regulatory model and Gas industry co conducts an 
annual co-regulatory Forum to discuss matters that 
will form the forthcoming year’s work programme, 
upon which the levy is calculated. the company also 
convenes workshops to engage with the industry and 
consumers on particular issues arising from ongoing 
workstream activity. 
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FundInG 
Between October and March each financial year,  
Gas industry co conducts a detailed consultation 
programme to establish its strategic priorities for the 
coming year and, from that, to recommend levies to 
the Minister for regulatory approval. the consultation 
with industry participants overlays with the company’s 
views, as the industry body, on the overall role of gas 
in new Zealand and the governance requirements for 
ensuring efficient and competitive markets. 

Gas industry co is committed to ensuring that the 
levies are well justified and used carefully. 

* 8 months. 2005 revenue comprised only the annual shareholders’ fee. 
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the composition of the company’s total levy  
revenue has remained stable in recent years (Figure 
12). it includes user-targeted market fees to fund  
the administration of certain rules and regulations, 
including recovery of the costs of external service 
providers and consultants. in addition, retail and 
wholesale levies are applied each year to cover the 
costs of the company’s policy and market 
administration work. the company’s constitution 
enables the Board to charge shareholders an annual 
fee. this is currently set at $5,000 per shareholder  
per annum, having been reduced from $10,000 in 
2012/13. shareholders’ fees are set aside as a 
contingency reserve. 
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FInanCIaL dIsCussIon 
Gas industry co’s financial year ends on 30 June.  
its work programme and associated budget for  
the forthcoming financial year are developed in  
a consultation process that begins with the  
co-regulatory Forum for stakeholders in the  
preceding november and concludes in March  
with the preparation of a statement of intent  
and the making of a recommendation to the  
Minister for levy regulations. 

the budget is set to ensure the company has 
sufficient resources to meet its work programme 
obligations, while recognising the need to be cost-
effective as the levy is ultimately incorporated into 
consumer prices. 

While revenue from the retail levy, which is based on 
customer icPs, is relatively predictable, revenue from 
the wholesale levy, based on purchased gas volumes, 
can fluctuate significantly depending on consumption 
by petrochemical manufacturers, as well as the 
weather, which influences uptake for gas-fired power 
generation and domestic heating. the wholesale levy 
rate is therefore set conservatively to ensure sufficient 
revenue is collected to cover budgeted costs. 

as Gas industry co has more control over what it 
spends than what it collects in revenue, the company’s 
financial performance is most meaningfully measured 
by comparing budgeted costs to actual expenditure. 
as shown in Figure 13, budgeted and actual 
expenditure has been flat or dropping in recent years, 
a trend that is expected to be maintained in 2015/16. 

in the year ended 30 June 2015, actual operating 
expenses were $5,155,841 against the statement of 
intent budgeted expenses of $5,522,932. this reflects 
a programme of cost-saving initiatives, as well as 
undertaking some work without using external 
consultants. some workstreams also include provision 
for contingent amounts, such as the cost of an expert 
to determine imbalance pricings during a critical 
contingency event. several of these contingent 
amounts were not required in the financial year. 
expenses were down from $5,891,828 in the previous 
financial year. 

total operating revenue of $5,480,340 for the year 
ended 30 June 2015 was in line with the budgeted 
$5,480,819, and 9.6 percent below the $6,065,604 
collected in 2013/14.

Gas industry co’s equity reserve as at 30 June 2015 
has two components – the industry advances reserve 
of $383,568 and retained earnings of $595,000.  
the industry amortisation reserve, which represents 
unexpended amortisation on capital items purchased 
with Market Fees, including the switching registry 
and downstream reconciliation systems, had a zero 
balance at year-end. as previously reported, the 
remaining amortisation costs of $136,220 were 
recognised in the 2014/15 financial year. 

the industry advances reserve comprises the 
over-recovery of levy revenue. the Board’s policy  
is to return such over-recoveries, subject to retaining 
adequate capital reserves, as soon as practicable  
after the annual accounts have been received by 
shareholders at the company’s annual Meeting. in 
december 2014 a total of $562,621 of over-recovered 
levy revenue was returned to industry participants. 

retained earnings are the accumulation of the 
shareholders’ annual fees, and are set aside as a 
reserve against future contingencies. they do not 
impact on the levy calculation. 
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Gas industry co is owned by industry participant 
shareholders and is funded by levies on industry 
participants. it is incorporated as a company under the 
companies act 1993, and operates in accordance with 
the Gas act, the GPs, and the company’s constitution. 

the company’s shareholders represent sectors across 
the gas industry – production, transmission, 
distribution, wholesale, retail and consumers. there 
were 11 shareholders as at 30 June 2015: 

ContaCt enerGy LImIted

GenesIs enerGy LImIted

GreymoutH Gas neW ZeaLand 
LImIted

metHanex neW ZeaLand 
LImIted

mIGHty rIver poWer LImIted

neW ZeaLand oIL & Gas LImIted

nova enerGy LImIted

omv neW ZeaLand LImIted

08/

cOrPOrate 
GOvernance 

poWerCo LImIted

sHeLL neW ZeaLand (2011) 
LImIted

veCtor LImIted

each shareholder holds a $1 share, which is redeemable 
at the option of the shareholder. shareholders are 
entitled to one vote in a poll on resolutions at 
shareholders’ meetings, including those that appoint 
directors and change the constitution. shareholders 
pay an annual fee set by the Board. 

Board oF dIreCtors 
the Board of Gas industry co meets on regularly 
scheduled occasions to consider operational reports 
and recommendations from Gas industry co’s 
management. unscheduled meetings are held from 
time to time to consider matters requiring immediate 
attention. directors will attend either in person or via 
teleconference. 

the Board is a mix of independent and industry-
associated directors, all appointed by the shareholders. 
its composition accords with a Gas act requirement to 
have a majority of independent directors, including the 
chair. this reflects the aim of creating a gas industry 
co-regulatory body which benefits from industry 
director participation and experience, balanced by  
a range of independent expertise. the company’s 
constitution limits the Board to no more than seven 
directors, four of whom are independent of the gas 
industry. the number of independent directors voting 
on an issue must exceed the number of industry-
associated directors voting on the same matter. 

Gas industry cO 
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rt hon James (JIm) b boLGer, ONZ 

ChaIr, Independent dIreCtor

AppoiNted 4 November 2004

Jim Bolger has had a distinguished career in politics 
that includes being Prime Minister of New Zealand 
from October 1990 to December 1997, holding 
ministerial positions for 16 years, and leading the  
New Zealand National Party for 12 years. He has been 
the Chair since the Company’s establishment.

iNterests register 

Chair: Trustees Executors Limited (to 8 July 2015)

Chair: Mt Cook Alpine Salmon Limited

Chair: Hollow Lands Limited

Director: Te Urewera Board

Chancellor: Waikato University

robIn G hILL, B Comm, FCA 

deputy ChaIr,  
Independent dIreCtor

AppoiNted 4 November 2004 

Robin Hill has an extensive background in financial  
and business management. He was Chairman and 
Chief Executive of PricewaterhouseCoopers  
New Zealand from 1992 to 2003. He has been the 
Deputy Chair since the Company’s establishment. 

iNterests register

Advisory Trustee: NZ Defence Force

andrew brown, LLB 

Independent dIreCtor

AppoiNted 10 JuNe 2010 

Andrew Brown is a leading corporate lawyer with  
over 25 years’ experience in commercial law, including 
advising energy sector companies. During 2014/15, Mr 
Brown commenced practice as a Commercial Barrister, 
having previously served as General Counsel at 
KiwiRail.

iNterests register

No interests relevant to Gas Industry Co

dIreCtors as at 30 June 2015

keIth daVIs, PGDipBus 

Independent dIreCtor

AppoiNted 31 July 2006 

Keith Davis has extensive experience in the 
information technology, telecommunications and 
venture-funding industries, and has held senior 
management roles with McDonnell Douglas, Compaq 
Computers, and BellSouth. 

iNterests register

No interests relevant to Gas Industry Co
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dennIs Barnes 

Industry-assoCIated dIreCtor

APPOINTED 13 mAY 2011 

dennis Barnes is the chief executive Officer of 
contact energy. His role followed 13 years in australia 
with Origin energy, including in a range of gas-related 
roles and serving on the boards of two australian gas 
regulators. Prior to that, Mr Barnes worked in various 
international energy markets, including managerial 
roles with scottish and english electricity companies.

INTERESTS REGISTER

chief executive Officer: contact energy Limited

director: various contact energy subsidiaries

employee Origin energy Limited and director of 
various Origin nZ subsidiaries (resigned post-balance 
date on 11 august 2015) 

andreW KnIGHt, BMs (Hons), ca 

Industry-assoCIated dIreCtor

APPOINTED 6 JUNE 2012 

andrew Knight is the Managing director and chief 
executive of new Zealand Oil & Gas (nZOG). He 
previously held a range of executive management 
roles over a 13-year period with vector Limited, the 
nGc Holdings Limited Group of companies, the 
australian Gas Light company and Fletcher challenge 
energy. He is currently a director of PePanZ and was 
a non-executive director of nZOG from 2008 until his 
appointment as chief executive in 2011. Mr Knight’s 
early career was spent as an auditor with coopers  
& Lybrand. 

nIGeL BarBour, B.com, LLB 

Industry-assoCIated dIreCtor

APPOINTED 21 NOvEmbER 2013

nigel Barbour is the chief executive of Powerco.  
He joined Powerco in October 2002, serving in 
executive management roles, including General 
Manager electricity. He was appointed chief executive 
in October 2011. Mr Barbour has an economics and 
legal background and previously held roles with 
transpower Limited and the Bank of new Zealand. 

INTERESTS REGISTER

chief executive Officer: Powerco Limited

Member: new Zealand electricity networks 
association 

INTERESTS REGISTER

director/chief executive/shareholder: nZOG

director: various nZOG subsidiaries

director: PePanZ

director: taranaki iwi Holdings Management Limited

non-material shareholder of: Genesis energy Limited, 
Mighty river Power Limited, Meridian energy Limited, 
Fletcher Building Limited, vector Limited 
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aLternate dIreCtors:

stuart dICKson

APPOINTED 22 mAY 2014

Officer: Powerco Limited

chair: Gas association of new Zealand 

alternate for Mr Barbour 

CatHerIne tHompson

APPOINTED 3 JUNE 2014

Officer: contact energy Limited

director: Liquigas Limited

trustee: institute for the study of competition  
and regulation (to april 2015) 

alternate for Mr Barnes

mICHaeL WrIGHt

APPOINTED 10 JUNE 2014 

Officer: nZOG

director/Owner: energy acumen Limited  
(currently dormant) 

alternate for Mr Knight 

Board CommIttee
the Board has one standing committee, the 
independent directors’ committee, comprising the 
four independent directors. the committee addresses 
matters where the industry-associated directors have 
potential or actual conflicts of interest. 

attendanCe
the Board met on eight occasions during the year 
ended 30 June 2015. 

dIreCtors meetInGs attended

J Bolger 8

r Hill 7

a Brown 8

K davis 7

n Barbour 5

d Barnes 4

a Knight 4

at other times, matters that required the Board’s 
attention were addressed by circulated resolutions.

aLternate dIreCtors meetInGs attended

s dickson 3

c thompson 2

M Wright 2

dIreCtors’ remuneratIon 
directors’ remuneration is authorised by ordinary 
resolution of shareholders and is paid to the 
independent directors only. the current maximum 
level of directors’ fees, being $275,000, was 
authorised by shareholders in 2004. annual fee 
payments of $93,500 for the chair, $63,360 for the 
deputy chair, and $52,800 for each other independent 
director were set by the Board in June 2007. directors’ 
remuneration payments in respect of the year ended 
30 June 2015 were: 

dIreCtors $

J Bolger (chair) 93,500

r Hill (deputy chair) 66,360

a Brown 52,800

K davis 52,800

n Barbour –

d Barnes –

a Knight –

during the year ended 30 June 2015, the Board 
approved additional payments of $3,000 to Mr Hill  
for additional work undertaken in relation to the 
company’s governance and strategy. 

IndemnIFICatIon oF dIreCtors
as permitted by the constitution and the companies 
act 1993, Gas industry co has indemnified its 
directors, and has provided directors’ liability 
insurance for officers and directors. this insurance  
and indemnity is with respect to potential liabilities 
and costs they may incur for acts or omissions in  
their capacity as directors and officers. 

during the financial year, Gas industry co paid 
insurance premiums in respect of directors’ and 
officers’ liability insurance. 
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annuaL meetInG 
the company’s annual Meeting was held on  
27 november 2014. Messrs Hill and Barnes retired  
at the annual Meeting in accordance with the director 
rotation provisions of the company’s constitution, 
and, being eligible, were re-elected, respectively, as  
an independent director and an industry-associated 
director. 

in his address to the meeting, the chair noted that 
2014 marked the 10th anniversary of changes to the 
Gas act that established an industry body, and Gas 
industry co’s formation to fulfil that role and to act  
as the co-regulator. He commented that it had been  
a productive decade in terms of working with industry 
to establish governance arrangements appropriate  
to an increasingly complex downstream gas sector. 
Gas industry co was committed to seeing to fruition 
priority issues identified in conjunction with industry 
stakeholders. He recorded his view that the gas 
industry was in good health and continued to make  
a valuable contribution to the nation. 

deLeGatIons 
the Board delegates to the chief executive the right 
to exercise all the financial powers of the Board in 
relation to the operation of Gas industry co in 
accordance with any applicable Board policies and 
directives, as well as defined financial delegations  
for business operations. the Board reserves to itself 
certain powers, including the approval of strategic and 
business plans, budgets, accounting policies and other 
financial matters, and transactions or contracts over 
specified thresholds. 

exeCutIve 
Gas industry co has a small senior Management team 
that leads a total staff of 14 to deliver the company’s 
strategy and work programme. 

steve BIeLBy, Ba LLB (Hons) LLM (Lond)

CHIeF exeCutIve

steve Bielby commenced as chief executive in 
January 2011. Prior to that he held executive positions 
in listed new Zealand energy companies, nGc, vector 
and contact energy over more than 10 years and 
spanning most parts of the sector. Mr Bielby began his 
career as a lawyer and was a partner in a leading 
national law firm. 

Ian dempster, Be (Hons) M comm (Hons)

GeneraL manaGer operatIons

ian dempster, a foundation member of Gas industry 
co’s executive since 2005, leads the Operations 
Group, a team of advisers with responsibilities for 
access and operation of gas pipelines, switching, 
downstream reconciliation, the wholesale market, 
critical contingency management, and compliance  
and enforcement.

Mr dempster was previously a consultant for network 
industries including water, gas, ports and 
telecommunications. His energy sector experience also 
includes corporate finance and mergers, acquisitions 
and divestments arising from legislation-driven 
industry restructuring. He has a background in 
electricity generation planning. 
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GLenda maCBaIn, dipOrgPsych, dipBusMgmt

Corporate servICes manaGer

as corporate services Manager, Glenda MacBain  
is responsible for the provision of financial, human 
resources, it and administrative support to the 
company. she joined Gas industry co in 2008, serving 
initially as Programme Manager and then as People 
and Performance Manager. she has worked in similar 
roles in sydney and London and before joining Gas 
industry co was Head of Practice for Westpac nZ 
Limited’s legal business unit. 

empLoyee remuneratIon  
and BeneFIts 
employees receiving remuneration and related 
benefits over $100,000 per annum:

year ended 30 June 2015

$120,001-$130,000 1

$130,001-$140,000 1

$150,001-$160,000 1

$160,001-$170,000 1

$200,001-$210,000 1

$260,001-$270,000 1

$450,001-$460,000 1 

BusIness GovernanCe and 
Corporate responsIBILIty 
Gas industry co maintains a comprehensive suite  
of policies and procedures to govern behaviour and 
ensure employee wellbeing. these include, but are  
not limited to: 

ConFLICts oF Interest

employees must inform the company in writing where 
they enter into any business arrangement or have 
personal interests that may conflict with either the 
company’s business or affect the full, effective, and 
impartial discharge of the employee’s obligations with 
the company, as the industry body and co-regulator. 

independent directors and employees have 
restrictions on ownership of interests in industry 
participants. 

GIFts and HospItaLIty

Gas industry co requires that its employees do not 
solicit, accept or offer money, gifts, favours, or 
entertainment that might influence, or appear to 
influence, their business judgment, particularly given the 
company’s role as the industry body and co-regulator. 

HeaLtH and saFety

the company is committed to providing and 
maintaining a safe and healthy work environment for 
employees and visitors to its premises. Gas industry 
co’s Hse Policy is set by the Board and includes a goal 
of ‘zero harm’ with a range of supporting Hse systems. 

InFormatIon ConFIdentIaLIty

Gas industry co considers that information received 
from industry participants should be used in an open, 
accessible, and transparent manner. this policy 
includes provisions for the treatment of information 
identified by the information provider as confidential. 

InsIder tradInG

employees are informed of their responsibilities should 
they become aware of inside information about publicly 
listed companies, including trading in the securities of 
industry participants that are publicly listed. 

remuneratIon and perFormanCe revIeW

the company is committed to providing its employees 
with fair and appropriate remuneration relative to the 
market rate for each position. employee remuneration 
is reviewed annually, with any movements reflecting 
the results of individual performance reviews. 

rIsK manaGement 

Gas industry co’s risk Management Policy is set  
by the Board and includes an enterprise risk register 
to record and mitigate strategic, operational, and 
physical risks that could affect the company’s 
business. Gas industry co also maintains business 
continuity and emergency preparedness plans. the 
Management team reviews the company’s enterprise 
risk register each month and the register is presented 
to the Board each quarter.
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dIreCtors’ report 
The Board of Directors has pleasure in presenting  
the Annual Report of Gas Industry Company Limited, 
incorporating the Financial Statements and the Audit 
Report, for the year ended 30 June 2015. 

The Board of Directors of the Company authorised the 
financial statements presented on pages 38 to 56 for 
issue on 26 August 2015. 

On behalf of the Board: 

rt hon James b boLGer, ONZ  robIn G hILL

ChaIr  deputy ChaIr

17 september 2015  17 september 2015  
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auditOr’s rePOrt

to tHe sHareHoLders oF  
Gas Industry Company LImIted
We have audited the accompanying financial 
statements of Gas industry company Limited  
(‘’the company’’) on pages 38 to 56. the financial 
statements comprise the statement of financial 
position as at 30 June 2015, the statements of 
comprehensive income, changes in equity and cash 
flows for the year then ended, and a summary of 
significant accounting policies and other explanatory 
information.

dIreCtors’ responsIBILIty  
For tHe FInanCIaL statements

the directors are responsible for the preparation  
and fair presentation of the financial statements  
in accordance with generally accepted accounting 
practice in new Zealand (being new Zealand 
equivalents to international Financial reporting 
standards) and international Financial reporting 
standards, and for such internal control as the 
directors determine is necessary to enable the 
preparation of financial statements that are  
free from material misstatement whether due  
to fraud or error.

audItor’s responsIBILIty

Our responsibility is to express an opinion on  
these financial statements based on our audit.  
We conducted our audit in accordance with 
international standards on auditing (new Zealand). 
those standards require that we comply with ethical 
requirements and plan and perform the audit to obtain 
reasonable assurance about whether the financial 
statements are free from material misstatement.

an audit involves performing procedures to obtain 
audit evidence about the amounts and disclosures  
in the financial statements. the procedures selected 
depend on the auditor’s judgement, including the 
assessment of the risks of material misstatement  
of the financial statements, whether due to fraud or 
error. in making those risk assessments, the auditor 
considers internal control relevant to the company’s 
preparation and fair presentation of the financial 
statements in order to design audit procedures that 
are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness 
of the company’s internal control. an audit also 

includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting 
estimates, as well as evaluating the presentation of the 
financial statements.

We believe that the audit evidence we have obtained 
is sufficient and appropriate to provide a basis for our 
audit opinion.

Other than in our capacity as auditor we have no 
relationship with, or interests in the company.

opInIon

in our opinion, the financial statements on pages  
38 to 56 comply with generally accepted accounting 
practice in new Zealand and present fairly, in all 
material respects, the financial position of Gas 
industry company Limited as at 30 June 2015 and  
its financial performance and cash flows for the  
year then ended in accordance with new Zealand 
equivalents to international Financial reporting 
standards and international Financial reporting 
standards.

26 auGust 2015

WeLLInGton
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stateMent OF cOMPreHensive incOMe
For tHe year ended 30 June 2015

NOTES ACTUAL
2015

$

 BUDGET
2015

$

ACTUAL 
2014

$

InCome

Operating income 4  5,416,656  5,445,819  6,021,358 

interest income  63,684  35,000  44,246 

 5,480,340  5,480,819  6,065,604 

refunded levy income 4 (562,621) (819,190) (509,253)

net InCome  4,917,719  4,661,629  5,556,351 

expendIture

Operating expenditure 5  5,155,841  5,522,932  5,891,828 

Finance costs 12  4,319  4,106  3,500 

 5,160,160  5,527,038  5,895,328 

proFIt/ (Loss) BeFore tax (242,441) (865,409) (338,977)

income tax expense 6  17,832  9,800  12,389 

proFIt/(Loss) For tHe year (260,273) (875,209) (351,366)

Other comprehensive income  –  –    –   

totaL CompreHensIve InCome For tHe year (260,273) (875,209) (351,366)

the accompanying notes form an integral part of these financial statements Gas industry cOMPany LiMited
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stateMent OF cHanGes in eQuity
For tHe year ended 30 June 2015

INDUSTRY 
RESERvES

$

RETAINED
EARNINGS

$

TOTAL
EqUITY

$

 BUDGET

$

BaLanCe at 1 JuLy 2013  1,105,207  485,000  1,590,207  1,590,207 

totaL CompreHensIve InCome For tHe year

Profit/ (loss) for the year  – (351,366) (351,366) (94,788)

Other comprehensive income  –  –  –  – 

totaL CompreHensIve InCome For tHe year  – (351,366) (351,366) (94,788)

transFer BetWeen equIty reserves

industry advances reserve transfers (42,552)  42,552  –  – 

industry asset amortisation reserve transfers (363,814)  363,814  –  – 

BaLanCe at 30 June 2014  698,841  540,000  1,238,841  1,495,419 

BaLanCe at 1 JuLy 2014  698,841  540,000  1,238,841  1,495,419 

totaL CompreHensIve InCome For tHe year

Profit/ (loss) for the year  –   (260,273) (260,273)  (875,209)

Other comprehensive income  –    – – –

totaL CompreHensIve InCome For tHe year  –   (260,273) (260,273)  (875,209)

transFer BetWeen equIty reserves

industry advances reserve transfers (179,053)  179,053  –    –   

industry asset amortisation reserve transfers (136,220)  136,220  –    –   

BaLanCe at 30 June 2015  383,568  595,000  978,568  620,210 

the accompanying notes form an integral part of these financial statements Gas industry cOMPany LiMited
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stateMent OF FinanciaL POsitiOn
as at 30 June 2015

NOTES ACTUAL
2015

$

 BUDGET
2015

$

ACTUAL 
2014

$

assets

Current assets

cash and cash equivalents 7  1,819,473  883,836  2,139,021 

trade and other receivables 8  22,007  85,081  44,166 

Prepayments  39,591  54,185  65,256 

income tax receivable 6  –  9,800  – 

totaL Current assets  1,881,071  1,032,902  2,248,443 

non-Current assets

Property, plant and equipment 10  90,728  180,782  97,692 

intangible assets 11  16,059  11,358  150,007 

totaL non-Current assets  106,787  192,140  247,699 

totaL assets  1,987,858  1,225,042  2,496,142 

LIaBILItIes

Current LIaBILItIes

trade and other payables 9  723,558  364,448  982,206 

asset restoration provision 12  39,047  39,007  34,728 

employee entitlements  246,674  201,366  240,356 

redeemable shares 14  11  11  11 

totaL Current LIaBILItIes  1,009,290  604,832  1,257,301 

totaL LIaBILItIes  1,009,290  604,832  1,257,301 

equIty

industry reserves 15  383,568  25,210  698,841 

retained earnings 15  595,000  595,000  540,000 

totaL equIty  978,568  620,210  1,238,841 

these financial statements were authorised for issue by the signatories below on 26 august 2015:

On behalf of the board

the accompanying notes form an integral part of these financial statements Gas industry cOMPany LiMited

rt Hon James B BoLGer, OnZ  roBIn G HILL

CHaIr  deputy CHaIr
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stateMent OF casH FLOWs
For tHe year ended 30 June 2015

the accompanying notes form an integral part of these financial statements Gas industry cOMPany LiMited

ACTUAL
2015

$

 BUDGET
2015

$

ACTUAL 
2014

$

operatInG aCtIvItIes

Cash was provided from

Levy revenue  3,851,099  3,950,819  4,456,347 

Market fee revenue  1,364,356  1,440,000  1,590,897 

annual fees  55,000  55,000  55,000 

interest received  63,684  35,000  44,246 

net Gst  –  –  – 

 5,334,139  5,480,819  6,146,490 

Cash was applied to

Payments to suppliers (2,749,537) (3,008,606) (2,869,016)

Payments to employees (2,019,171) (2,164,041) (2,206,893)

Payments to directors (262,460) (262,460) (262,460)

refund of levy to industry participants (544,549) (819,190) (509,253)

taxes paid (17,832) – (12,389)

net Gst (15,262) – (5,027)

(5,608,811) (6,254,297) (5,865,038)

net CasH InFLoWs From operatInG aCtIvItIes (274,672) (773,478)  281,452 

InvestInG aCtIvItIes

Cash was applied to

Purchase of property, plant and equipment (28,555) (115,000) (11,482)

Purchase of intangible assets (16,321) – (2,589)

net CasH outFLoWs From InvestInG aCtIvItIes (44,876) (115,000) (14,071)

net increase/ (decease) in cash and cash equivalents (319,548) (888,478)  267,381 

openInG CasH and CasH equIvaLents  2,139,021  1,772,314  1,871,640 

CLosInG CasH and CasH equIvaLents  1,819,473  883,836  2,139,021 
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nOtes tO tHe FinanciaL stateMents

Gas industry cOMPany LiMited

1/ reportInG entIty   
these financial statements comprise the financial 
statements of the Gas industry company Limited  
(the “company”) for the year ended 30 June 2015.

changes to the Gas act 1992 (the “act”) in late 2004 
provided for the co-regulation of the gas industry by 
the Government and an industry body. the company 
was established to fulfil the role of the industry body 
under the act and was approved by Order in council 
on 22 december 2004.

the company is a limited liability company 
incorporated and domiciled in new Zealand and is 
registered under the companies act 1993. the address 
of its registered office is 95 customhouse Quay, 
Wellington.

the financial statements have been prepared in 
accordance with the requirements of the Gas act 1992, 
the Financial reporting act 2013 and the companies 
act 1993. For the purposes of financial reporting, the 
company is a public benefit entity (not-for-profit).

the principal activity of the company is to act as a 
co-regulatory body for the gas industry in new 
Zealand. this includes making recommendations to 
the Minister of energy on a wide range of industry 
matters, including the making of rules and regulations 
in relation to the wholesaling, processing, transmission, 
distribution and retailing of gas.

the financial statements have been approved for  
issue by the Board of directors on 26 august 2015.

2/ BasIs oF preparatIon

(a) statement oF CompLIanCe 

the financial statements have been prepared in 
accordance with Generally accepted accounting 
Practice in new Zealand (nZ GaaP). they comply 
with the new Zealand equivalents to international 
Financial reporting standards (nZ iFrs) and other 
applicable Financial reporting standards, as 
appropriate for public benefit entities.

(B) BasIs oF measurement

the financial statements have been prepared on a 
historical costs basis, except for financial assets and 
liabilities that have been measured at fair value. the 
accrual basis of accounting has been used unless 
otherwise stated and the financial statements have 
been prepared on a going concern basis.

(C) presentatIon CurrenCy

the financial statements are presented in new Zealand 
dollars ($), which is the company’s functional 
currency.

(d) ComparatIves

comparatives have been reclassified from that 
reported in the 30 June 2014 financial statements 
where appropriate to ensure consistency with the 
presentation of the current year’s financial position, 
performance and cash flows. 

(e) BudGet FIGures

the budget figures are approved by the Board of 
directors in line with the company’s strategic plans. 
the budget figures have been prepared in accordance 
with nZ GaaP, using accounting policies that are 
consistent with those used in preparing these financial 
statements. the budgeted figures are not audited.

(F) JudGments and estImatIons

the preparation of financial statements in conformity 
with nZ iFrs requires judgments, estimates and 
assumptions that affect the application of policies and 
reported amounts of assets and liabilities, income and 
expenses. Where material, information on significant 
assumptions and estimates is provided in the relevant 
accounting policy or will be provided in the relevant 
note.

the estimates and associated assumptions are  
based on historical experience and various other 
factors that are believed to be reasonable under the 
circumstances. subsequent actual results may differ 
from these estimates.
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Gas industry cOMPany LiMited

the estimates and underlying assumptions are 
reviewed on an ongoing basis. revisions to accounting 
estimates are recognised in the year in which the 
estimates are revised and in any future years affected.

(G) CHanGes In aCCountInG poLICy  
and dIsCLosures

the accounting policies adopted are consistent  
with those of the previous financial year. 

(H) standards, amendments and 
InterpretatIons Issued tHat are not yet 
eFFeCtIve and Have not Been earLy adopted

at the date of authorisation of these financial 
statements, the following new standards and 
interpretations to existing standards have been 
published but are not yet effective, and have not  
been adopted early by the company. 

NZ IFRS 9 Financial Instruments is effective for 
periods beginning on or after 1 January 2015 and 
relates to the classification and measurement of 
financial instruments.

Management anticipates that all pronouncements  
will be adopted by the company for the first year 
beginning after the effective date of the 
pronouncement. the new standards and 
interpretations issued are not expected to have  
a material impact on the company’s financial 
statements, given the nature of its operations  
and financial instruments held. 

the external reporting Board of new Zealand (“xrB”) 
has released a new accounting standards framework 
which establishes the financial standards to be applied 
to entities with statutory financial reporting 
obligations. the company is currently reporting  
under nZ iFrs PBe. under the new xrB framework 
management expects that the company will be 
reporting under the PBe standards as applicable  
for not-for-profit entities. this will be applicable for  
the company’s 30 June 2016 year end. Financial 
statements, given the nature of its operations and 
financial instruments held. 

3/ summary oF sIGnIFICant 
aCCountInG poLICIes

(a) CasH and CasH equIvaLents 

cash and cash equivalents includes cash on hand, 
deposits held at call with financial institutions, other 
short-term, highly liquid investments with original 
maturities of three months or less that are readily 
convertible to known amounts of cash and which are 
subject to an insignificant risk of changes in value.

(B) trade deBtors and otHer reCeIvaBLes

trade debtors and other receivables are measured  
at amortised cost using the effective interest method 
less any impairment losses.

a provision for impairment is established where there 
is objective evidence that the company will not be 
able to collect all amounts due according to the 
original terms of the receivable. 

receivables with a short duration are not discounted.

(C) property, pLant and equIpment

all property, plant and equipment is stated at 
historical cost less depreciation and impairment. 
Historical cost includes expenditure that is directly 
attributable to the acquisition of the items and an 
estimate of any asset restoration obligations.

subsequent costs are included in the asset’s carrying 
amount or recognised as a separate asset, as 
appropriate, only when it is probable that future 
benefits associated with the item will flow to the 
company and the cost of the item can be measured 
reliably. all other repairs and maintenance costs are 
charged to the profit/(loss) in the statement of 
comprehensive income in the year in which the 
expense is incurred.

depreciation is calculated on the straight-line basis to 
write-off the cost of the assets to their residual values 
over their estimated useful lives as follows: 

ESTIMATED  
USEFUL LIFE

Leasehold improvements amortised over  
period of lease

Furniture and office 
equipment

4 to 10 years

computer equipment 4 years



2014 
/2015

GAS INDUSTRY CO 
ANNUAL REPORT

44

the residual value of property, plant and equipment  
is reassessed annually.

an asset’s carrying amount is written down 
immediately to its recoverable amount if the asset’s 
carrying amount is greater than its estimated 
recoverable amount. 

Gains and losses on disposals are determined by 
comparing proceeds with carrying amount of the 
asset. these are included in the statement of 
comprehensive income. 

(d) IntanGIBLe assets 

intangible assets acquired by the company, which 
have finite useful life, are measured at cost less 
accumulated amortisation and accumulated 
impairment losses. amortisation is recognised in the 
statement of comprehensive income on a straight –
line basis over the estimated useful life of the asset.

software costs, which include those items classified  
as “industry assets” have a finite useful life. software 
costs are capitalised and amortised over an economic 
useful life of between 4 and 6 years.

“industry assets” relate to the databases created and 
established for the downstream reconciliation and 
switching & registry rules. 

costs associated with developing or maintaining 
software programs are recognised as an expense  
as incurred. costs that are directly associated with  
the production of identifiable and unique software 
products controlled by the company, and that will 
probably generate economic benefits exceeding  
costs beyond one year, are recognised as intangible 
assets. direct costs include the costs of software 
development employees and an appropriate portion  
of relevant overheads.

(e) FInanCIaL Instruments

Financial instruments are comprised of trade debtors 
and other receivables, cash and cash equivalents, and 
trade creditors and other payables. the company 
does not hold or issue derivative financial instruments 
(i.e. hedging instruments). 

the company has no off-balance sheet financial 
instruments.

Gas industry cOMPany LiMited

reCoGnItIon and dereCoGnItIon oF FInanCIaL 
assets and LIaBILItIes

Financial assets and financial liabilities are recognised 
when the company becomes a party to the 
contractual provisions of the financial instrument.

Financial assets are derecognised when the 
contractual rights to the cash flows from the financial 
asset expire, or when the financial asset and all 
substantial risks and rewards are transferred. 

a financial liability is derecognised when it is 
extinguished, discharged, cancelled or expires.

Financial assets and financial liabilities are measured 
initially at fair value plus transaction costs, except for 
those carried at fair value through profit or loss, which 
are measured at fair value. Fair value is estimated as 
the present value of future cash flows, discounted at 
the market rate of interest at the reporting date for 
similar financial instruments of similar maturity and 
credit risk.

suBsequent measurement oF FInanCIaL assets 

all financial assets of the company are classified as 
loans and receivables. Loans and receivables are non 
derivative financial assets with fixed or determinable 
payments that are not quoted in an active market. 
they are included in current assets, except for those 
with maturities greater than 12 months after the 
balance sheet date which are classified as non-current 
assets. Loans and receivables are initially recognised 
at fair value plus transaction costs. Loans and 
receivables are carried at amortised cost using the 
effective interest method. 

ImpaIrment oF FInanCIaL assets

all financial assets are subject to review for 
impairment at least once each reporting year. 
accounts receivable are reviewed for impairment 
when accounts are past due or when other objective 
evidence is received that a specific counterparty will 
default. impairment of trade receivables are presented 
in the statement of comprehensive income, within 
expenses. 

suBsequent measurement oF FInanCIaL LIaBILItIes

trade payables and other payables are initially 
recognised at fair value and subsequently measured  
at amortised cost using the effective interest method.
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(F) ImpaIrment oF non FInanCIaL assets 

Property, plant and equipment and other non-current 
assets are reviewed for impairment whenever events 
or changes in circumstances indicate that the carrying 
amount may not be recoverable. an impairment loss  
is recognised for the amount by which the carrying 
amount of the asset exceeds its recoverable amount, 
which is the greater of an asset’s net selling price and 
value in use. For the purpose of assessing impairment, 
assets are grouped at the lowest levels for which there 
are separately identified cash flows. Where the 
company would, if deprived of the asset, replace its 
remaining future benefits, value in use is determined 
as the depreciated replacement cost.

an assessment is made at each reporting date  
as to whether there is any indication that previously 
recognised impairment losses may no longer exist  
or may have decreased. if such indicators exist, the 
company estimates the asset’s recoverable amount,  
to measure the reversal of any previous period 
impairment charges. the reversal is limited so that  
the carrying amount of the asset does not exceed its 
recoverable amount, nor exceed the carrying amount 
that would have been determined, net of depreciation, 
had no impairment loss been recognised for the asset 
in prior years. reversals of impairment are recognised 
in the statement of comprehensive income.  

(G) trade CredItors and otHer payaBLes 

these amounts represent liabilities for goods and 
services provided to the company prior to the end  
of the financial year which are unpaid. the amounts 
are unsecured and are usually paid within 30 days  
of recognition.

(H) provIsIons

a provision is recognised when the company has  
a present legal or constructive obligation as a result  
of a past event, and it is probable that an outflow  
of economic benefits will be required to settle the 
obligation. if the effect is material, provisions are 
determined by discounting the expected future cash 
flows at a pre-tax rate that reflects current market 
rates and, where appropriate, the risks specific to the 
liability. Provisions are not recognised for future 
operating losses.  

a provision for onerous contracts is recognised when 
the benefits expected from the contract are lower 
than the unavoidable costs of meeting contract 
obligations.

(I) empLoyee entItLements

sHort term BeneFIts

employee benefits that the company expects to be 
settled within 12 months of balance date are measured 
at nominal value based on accrued entitlements at 
current rates of pay.

these include salaries and wages accrued up to 
balance date and annual leave earned, but not yet 
taken at balance date. 

the company recognises a liability and expense for 
bonuses where they are contractually obliged or 
where there is a past practice that has created a 
constructive obligation. 

LonG-term BeneFIts

the company does not provide long service leave  
to employees or members of the governing body and 
has not entered into any defined benefit/contribution 
pension plans.

(J) preFerenCe sHares 

Preference share capital (disclosed as “redeemable 
shares”) are classified as a liability if it is redeemable 
on a specific date or at the option of the shareholders.

(K) revenue 

revenue is recognised to the extent that it is probable 
that the economic benefit will flow to the company 
and the revenue can be reliably measured. revenue is 
measured at the fair value of consideration received. 
the company assesses its revenue arrangements 
against specific criteria to determine if it is acting  
as the principal or agent in a revenue transaction.  
in an agency relationship only the portion of revenue 
earned on the company’s own account is recognised 
as gross revenue in the statement of comprehensive 
income. 

the following specific recognition criteria must be met 
before revenue is recognised:

Levy revenue

Levy revenue comprises amounts received or due in 
accordance with the applicable Gas (Levy of industry 
Participants) regulations. Levy revenue is recognised 
when the underlying activities upon which the levy is 
raised have occurred and the amount of levy revenue 
can be reliably measured.
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marKet Fee revenue

Market fees raised to recoup the capital and operating 
costs of implementing gas governance regulations are 
recognised in conformance with international Public 
sector Board standard 23: non-reciprocal transfers  
in the following manner:

 » Market fees to recoup operating costs to be 
recognised as revenue at the time the invoice is 
raised as a proxy for recognising it at the time the 
leviable event occurs.

 » Market fees to recover capital costs to be 
recognised as revenue once the expenditure the 
fees were raised to cover has been incurred.

annuaL Fees 

annual fees are recognised when invoiced. 

Interest InCome

interest income is recognised as it accrues, using  
the effective interest method. 

(L) operatInG Leases 

Leases of assets under which all the risks and benefits 
of ownership are effectively retained by the lessor are 
classified as operating leases. Payments made under 
operating leases are charged to the statement of 
comprehensive income on a straight-line basis over 
the period of the lease. When an operating lease is 
terminated before the lease period has expired, any 
payment required to be made to the lessor by way  
of penalty is recognised as an expense in the period  
in which termination takes place.

(m) ForeIGn CurrenCy transLatIons

transactions in foreign currencies that are settled  
in the accounting period are translated at the 
settlement rate. transactions in foreign currency  
that are not settled in the accounting period, resulting 
in monetary assets and liabilities denominated in 
foreign currencies at the reporting date are translated 
to nZd at the foreign exchange rate ruling at that 
date. Foreign exchange differences arising on their 
translation are recognised in the statement of 
comprehensive income.

Gas industry cOMPany LiMited

(n) InCome tax

taxation expense in the statement of comprehensive 
income comprises current tax charges. industry 
participation levies, annual fees and market fees 
received are not regarded as gross income, in terms  
of section cB 1 of the income tax act 2007 and 
therefore are not taxable. deductions are not available 
in respect of the costs incurred in providing services.

current tax charges are based on taxable profits  
for the year, which differ from the profit before tax 
reported because it excludes items that are taxable  
or deductible in other years, and items that are never 
taxable or deductible. 

the company has no material deferred tax balances 
as the majority of assets and liabilities are used to 
provide non-taxable activities.

(o) Goods and servICes tax (Gst)

all amounts are shown exclusive of Goods and 
services tax (Gst), except for receivables and 
payables that are stated inclusive of Gst.

the net amount of Gst recoverable from, or payable 
to, the inland revenue department (ird) is included 
as part of receivables or payables in the statement  
of Financial Position.

(p) statement oF CasH FLoWs

the following are the definitions of the terms used  
in the cash Flow statement. 

 » Operating activities include all transactions and 
other events that are not investing or financing 
activities.

 » investing activities are those activities relating to  
the acquisition, holding and disposal of investments. 
investments can include securities not falling within 
the definition of cash. 

 » Financing activities are those activities that result in 
changes in the size and composition of the capital 
structure. this includes both equity and debt not 
falling within the definition of cash. dividends paid 
in relation to the capital structure are included in 
financing activities.

(q) reserves / equIty poLICy

the Board holds surplus levy income in a dedicated 
industry advance reserve for the future reduction  
of levy income.
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4/ operatInG InCome

ACTUAL
2015

$

ACTUAL
2014

$

Wholesale levy revenue  2,371,755  2,944,682 

retail levy revenue  1,457,115  1,559,016 

Market fee revenue  1,532,786  1,462,660 

annual fees  55,000  55,000 

totaL operatInG InCome  5,416,656  6,021,358 

refunded levy income (562,621) (509,253)

Pursuant to established policy, the Board resolved to return to levy payers over-recovered  levy revenue  
from previous financial years.         

5/ operatInG expendIture

ACTUAL
2015

$

ACTUAL
2014

$

depreciation & amortisation  185,788  411,362

Operating lease expenses  305,028  311,987 

Fees paid to audit firm – financial statement audit  14,543  14,543 

Fees paid to audit firm – other services  – –

accounting and taxation advice –  –   

directors’ fees  265,460  271,460 

General expenses  248,301  348,671 

Bad debts / (bad debts recovered) (46,579) –

recruitment expenses  –    14,917 

technical, economic, and legal advice  669,746  998,973 

service provider fees  1,486,137  1,318,227 

Kiwisaver contributions  46,300  52,517 

Foreign exchange loss / (gain) – (382)

employee benefit expense  1,981,117  2,149,553 

totaL operatInG expendIture  5,155,841  5,891,828 
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6/ InCome tax     

ACTUAL
2015

$

ACTUAL
2014

$

(a) InCome tax expense

current year income tax expense  17,832  12,389 

deferred tax movement  –   –   

totaL InCome tax expense  17,832  12,389 

(B) reConCILIatIon oF Current year InCome tax expense

Profit before tax (242,441) (338,977)

income tax expense at 28 percent (67,883) (94,914)

Permanent differences  85,715  107,303 

timing differences  –    –   

Current year InCome tax expense  17,832  12,389 

(C) InCome tax reCeIvaBLe

Opening balance  –  –   

tax refunds received  –    –   

current year income tax expense (17,832) (12,389)

income tax paid  17,832  12,389 

CLosInG BaLanCe  –    –   

the company has no material deferred tax balances on temporary or permanent timing differences.

7/ CasH and CasH equIvaLents

ACTUAL
2015

$

ACTUAL
2014

$

Bank account  997  996 

interest Bearing account  1,817,976  2,137,525 

Petty cash  500  500 

totaL  1,819,473  2,139,021 

the carrying amount of cash and cash equivalents approximates their fair value. 

cash at bank and the interest bearing account earns interest at floating rates based on daily deposit balances.
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8/ trade and otHer reCeIvaBLes     

ACTUAL
2015

$

ACTUAL
2014

$

Levy debtors  11,730  44,166 

Other receivables  10,277  –   

totaL  22,007  44,166 

trade debtors and other receivables are non-interest bearing and receipt is normally on 30-day terms.  
therefore, the carrying value of trade debtors and other receivables approximates their fair value.

The ageing profile of trade and other receivables at year-end is detailed below: 

0-30 days  22,007  44,166 

31-60 days  –  –   

61-90 days  –  –   

 > 91 days  –  –   

totaL  22,007  44,166 

no provision for doubtful debts has been required because all significant receivable balances have been 
subsequently receipted after the reporting date and before authorisation of the financial statements for release.

9/ trade and otHer payaBLes

ACTUAL
2015

$

ACTUAL
2014

$

accounts payable  423,086  371,173 

accrued expenses  296,592  579,550 

Gst Payable  3,880  31,483 

totaL  723,558  982,206 

trade creditors and other payables are non-interest bearing and are normally settled on 30- day terms; therefore 
the carrying value of trade creditors and other payables approximates their fair value.
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10/ property, pLant and equIpment

LEASEHOLD
IMPROvEMENTS

$

FURNITURE
AND OFFICE
EqUIPMENT

$

COMPUTER
EqUIPMENT

$

TOTAL

$

Cost

Balance at 1 July 2013  116,337  168,297  12,722  297,356 

additions  1,960  2,648  6,875  11,483 

transfers  –    –     –       –   

disposals  –     –       –    –   

BaLanCe at 30 June 2014  118,297  170,945  19,597  308,839 

Balance at 1 July 2014  118,297  170,945  19,597  308,839 

additions  9,885  16,834  1,837  28,556 

transfers   –       –     –       –   

disposals  –   (1,213)  –   (1,213)

BaLanCe at 30 June 2015  128,182  186,566  21,434  336,182 

aCCumuLated depreCIatIon 
and ImpaIrment Losses

Balance at 1 July 2013  31,155  134,388  8,661  174,204 

depreciation expense  20,607  14,449  1,887  36,943 

disposals  –     –        –       –   

impairment losses  –    –     –       –   

BaLanCe at 30 June 2014  51,762  148,837  10,548  211,147 

Balance at 1 July 2014  51,762  148,837  10,548  211,147 

depreciation expense  21,197  11,073  3,250  35,520 

disposals   –      (1,213)  –   (1,213)

impairment losses  –    –    –    –   

BaLanCe at 30 June 2015  72,959  158,697  13,798  245,454 

net BooK vaLue at  
30 June 2015  55,223  27,869  7,636  90,728 
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11/ IntanGIBLe assets

SOFTWARE

$

INDUSTRY
ASSETS

$

TOTAL

$

Cost

Balance at 1 July 2013  86,808  2,182,448  2,269,256 

additions  2,589  –    2,589 

transfers   –       –    –   

disposals  –     –       –   

BaLanCe at 30 June 2014  89,397  2,182,448  2,271,845 

Balance at 1 July 2014  89,397  2,182,448  2,271,845 

additions  16,320   –       16,320 

transfers   –        –        –      

disposals   –        –        –      

BaLanCe at 30 June 2015  105,717  2,182,448  2,288,165 

aCCumuLated depreCIatIon and ImpaIrment Losses

Balance at 1 July 2013  65,004  1,682,414  1,747,418 

depreciation expense  10,606  363,814  374,420 

disposals   –        –        –      

impairment losses   –        –        –      

BaLanCe at 30 June 2014  75,610  2,046,228  2,121,838 

Balance at 1 July 2014  75,610  2,046,228  2,121,838 

depreciation expense  14,048  136,220  150,268 

disposals –    –        –      

impairment losses   –        –        –      

BaLanCe at 30 June 2015  89,658  2,182,448  2,272,106 

net BooK vaLue at 30 June 2015  16,059  –  16,059 
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12/ asset restoratIon provIsIon 

ACTUAL
2015

$

ACTUAL
2014

$

Gross BaLanCe oF provIsIon

Opening  51,571  51,571 

additions  –  –   

disposals  –    –   

CLosInG Gross provIsIon  51,571  51,571 

dIsCount For tIme vaLue oF money

Opening  16,843  20,343 

additions  –    –   

Movement due to change in discount rate  –   –

unwinding of discount  4,319  3,500 

CLosInG dIsCount  12,524  16,843 

provIsIon net CarryInG amount  39,047  34,728 

the asset restoration provision relates to the make good clauses in the lease of the company’s premises. the 
provision has been accreted to account for the discounting and will be released when the expenditure occurs. 

13/ reLated party transaCtIons 

(a) transaCtIons WItH sHareHoLders

Levy payments (which are detailed in note 4) are made by industry participants who, in many cases, are also 
shareholders of Gas industry co.

(B)  transaCtIons WItH Key manaGement personneL

ACTUAL
2015

$

ACTUAL
2014

$

saLarIes and otHer sHort-term empLoyee BeneFIts 1,114,685 1,257,420

Key management personnel include the chief executive, his direct reports and the directors.

the above includes remuneration of $265,460 (30 June 2014 $274,460) paid to the directors for the year.
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14/ redeemaBLe sHares

ACTUAL
2015

$

ACTUAL
2014

$

redeemable shares – value in dollars 11 11

redeemable shares – number 11 11

all redeemable shares rank equally with one vote attached to each fully paid share. the shares are redeemable  
at any time for the consideration of $1 payable on redemption. the redeemable shares confer on the 
shareholders the rights set out in section 36(1) of the companies act 1993.

15/ reserves and retaIned earnInGs

ACTUAL
2015

$

ACTUAL
2014

$

industry advances reserve 383,568 562,621 

industry asset amortisation reserve – 136,220 

retained earnings 595,000 540,000

totaL equIty reserves 978,568 1,238,841 

(a)  Industry advanCes reserve

ACTUAL
2015

$

ACTUAL
2014

$

Opening balance 562,621 605,173

transfer from retained earnings (179,053) (42,552)

CLosInG BaLanCe 383,568  562,621 

to allow for the timely enactment of the levy regulations each financial year, Gas industry co must set its  
budget and work programme nine months prior to the beginning of that year and prior to the completion  
of the statement of intent. in practice, this requires the company to forecast where it expects to be in the policy 
development process before it has fully analysed the issues, or engaged with stakeholders on their concerns.

this factor, and the fact that the levy is based in part on variable gas sales volumes, means every year there  
is a risk of over or under recovery of levy funds. 

section 43ZZc(3) of the Gas act provides that any over or under recoveries can be taken into account in setting 
the levy in subsequent financial years. However, to ensure transparency around the calculation of each year’s 
levy, the Board has determined that, unless required for unanticipated or ongoing work programme costs, any 
surplus should be returned to levy payers by way of refund once the year-end accounts have been received by 
shareholders at the annual Meeting.

the Board holds surplus levy income in a dedicated industry advance reserve for the future reduction  
of levy income.
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(B)  Industry asset amortIsatIon reserve 

ACTUAL
2015

$

ACTUAL
2014

$

Opening balance 136,220 500,034 

transfer from retained earnings (136,220) (363,814)

CLosInG BaLanCe – 136,220

the industry asset amortisation reserve represents capital items purchased with market fees recognised as an 
asset and amortised over their economic life. its value is equal to the unexpired amortisation balances of the 
industry assets.

(C) retaIned earnInGs

ACTUAL
2015

$

ACTUAL
2014

$

Opening balance 540,000 485,000 

Profit for the year (260,273) (351,366)

transfer to industry advances reserve  179,053 42,552 

transfer to industry asset amortisation reserve 136,220  363,814 

CLosInG BaLanCe 595,000 540,000 

16/ ContInGenCIes         
as at 30 June 2015, the company has no contingent liabilities (2014: nil). there is an arrangement with Westpac 
new Zealand Limited whereby Gas industry co has a business facility (limit $100,000) and a payroll Letter of 
credit facility (limit $180,000).

17/ CommItments

(a) CapItaL CommItments

the company has no material capital commitments (2014: $nil)

(B) operatInG Lease CommItments 

ACTUAL
2015

$

ACTUAL
2014

$

Commitments for minimum lease payments in relation to non-cancellable 
operating leases are payable as follows: 

Within one year 268,776 279,106 

Later than one year but not later than five years 380,766 649,542 

Later than five years – –

totaL 649,542 928,648 
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(C)  servICe provIder CommItments 

ACTUAL
2015

$

ACTUAL
2014

$

Service provider agreements for the Downstream Reconciliation, Switching and 
Registry and Critical Contingency Management Rules payable as follows: 

Within one year 1,132,813  1,199,161

Later than one year but not later than five years 2,369,380 3,537,121 

Later than five years – –

totaL  3,502,193 4,736,282 

18/ FInanCIaL rIsK manaGement 
the company’s activities expose it to a variety of financial risks: currency risk, interest rate risk, credit risk  
and liquidity risk.          

to manage and limit the effects of those financial risks, the Board of directors has approved policy guidelines. 
the policies approved at balance date are outlined below:

CurrenCy rIsK

during the normal course of business the company contracts overseas consultants to provide services which  
are denominated in foreign currencies. the currency risk attached to these contracts (which are normally 
denominated in australian dollars) is not actively managed by the company and there is a resultant risk that 
creditors due in foreign currency will fluctuate because of changes in foreign exchange rates. no significant 
monetary assets were denominated in foreign currencies at year-end.

Interest rate rIsK 

the company is exposed to interest rate risk through the return on any funds it has invested and the cost of 
borrowed funds which will fluctuate due to changes in market interest rates. all cash and cash equivalents are 
held on floating interest rates and all shareholder liabilities attract floating interest rates. the company does  
not hold any significant interest bearing liabilities, and therefore is not subject to interest rate risk on borrowings.

CredIt rIsK

credit risk is the risk that a third party default on its obligation to the company, causing the company to incur 
losses. the company has no significant concentration of credit risk in relation to accounts receivable. the 
company does not expect the non-performance of any obligations at balance date. the carrying value of trade 
debtors, other receivables, cash and cash equivalents and short-term bank deposits represents the company’s 
maximum exposure to credit risk at balance date.

LIquIdIty rIsK          

Prudent liquidity risk management implies maintaining sufficient cash and the availability of funding through  
an adequate amount of committed credit facilities. Management hold sufficient liquid assets in the form of cash 
and cash equivalents to meet expected outflows. all trade payables are expected to be settled within 30 days. 

FaIr vaLues          

the fair value of all financial instruments is equivalent to the carrying amount disclosed in the statement  
of Financial Position. 
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19/ reConCILIatIon oF proFIt to net CasH InFLoWs  
From operatInG aCtIvItIes

ACTUAL
2015

$

ACTUAL
2014

$

Profit/ (loss) for the year (260,273) (351,366)

Non cash items

Depreciation and amortisation expense  185,788  411,362 

Unwind of discount factor on restoration provision  4,319  3,500 

Impact of changes in working capital items

Prepayments  25,665 (24,969)

Trade and Other Payables (235,879)  304,852 

Employee entitlements  6,318 (11,822)

Trade and Other Receivables  32,436 (44,166)

GST payable (27,603) (3,310)

Income tax receivable (5,443) (2,629)

Net cash flows from operatiNg activities (274,672)  281,452 

20/ CapItaL manaGement
the company’s capital is its total equity, being the net asset of the company, represented by retained earnings 
and other equity reserves. the primary objective of the company’s capital management policy is to ensure 
working capital is maintained in order to support its activities. the company manages its capital structure and 
makes adjustment to it, in light of changes to funding requirements. to maintain or adjust the capital structure, 
budgeted discretionary expenditure is reduced to avoid the need for external borrowings. 

21/ suBsequent events
no significant events, which would materially affect the financial statements, have occurred subsequent  
to year-end that require disclosure or adjustment to the carrying value of assets or liabilities in these  
financial statements.
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aLLoCatIon aGent Appointed pursuant to the Reconciliation Rules to apportion downstream  
gas quantities and allocate daily gas quantities to retailers. The Allocation  
Agent is currently Energy Market Services (EMS)

mauI aQ Authorised Quantity product on the Maui pipeline

BGX Balancing Gas Exchange

CCm reGuLatIons Gas Governance (Critical Contingency Management) Regulations 2008

CCo Critical Contingency Operator. The CCO is currently Core Group

CompLIanCe reGuLatIons Gas Governance (Compliance) Regulations 2008

daWG Daily Allocation Working Group

dIstrIButIon sCheme Gas Distribution Contracts Oversight Scheme

eeCa Energy Efficiency and Conservation Authority

ea Electricity Authority

eGCC Electricity and Gas Complaints Commission

Gas aCt Gas Act 1992

Gas reGIstry The customer switching platform which facilitates customer switching between 
retailers and provides a database of information about consumer installations.  
The Gas Registry Operator is currently Jade Software Corporation (NZ) Limited

GItaWG Gas Industry Transmission Access Working Group

GJ Gigajoule (109 joules). The average residential gas consumption is 23 GJ/year

Gps Government Policy Statement on Gas Governance (April 2008)

GtIp Gas Transmission Investment Programme

GtX Gas Transmission Exchange

ICp Installation Control Point

mBIe Ministry of Business, Innovation and Employment

mdL Maui Development Limited

mInIster The Minister of Energy and Resources (unless indicated otherwise)

mpoC Maui Pipeline Operating Code

north pIpeLIne The section of the Vector transmission system from Huntly to Whangarei,  
via Auckland

oatIs Open Access Transmission Information System

pepanZ Petroleum Exploration and Production Association of New Zealand

pea Panel of Expert Advisers

pJ Petajoule (1015 joules, or 1 million GJ). 1 PJ is equivalent to the average  
annual gas use of approximately 40,000 households. 

proCessInG InformatIon 
dIsCLosure ruLes

Gas (Processing Facilities Information Disclosure) Rules 2008

raIG Registry Amendments Implementation Group

reConCILIatIon ruLes Gas (Downstream Reconciliation) Rules 2008

retaIL sCheme Retail Gas Contracts Oversight Scheme

sWItChInG ruLes Gas (Switching Arrangements) Rules 2008

transmIssIon system A system of pipelines transporting gas at high pressure from production  
and processing facilities to delivery points supplying end users and lower  
pressure local area gas distribution networks

tso Transmission system owner

VtC Vector Transmission Code

ufG Unaccounted-for gas
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