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1. This is a submission on the proposed National Policy Statement for renewable electricity
generation (“renewables NPS”) by Contact Energy Limited (“Contact”).

2. This submission relates to the Objective and all Policies in the renewables NPS.

3. Contact’s submissions are set out in Part B of this document.

4, The changes sought by Contact are set out in Part B of this document.

5. Contact wishes to be heard in support of its submission.

6. If others make a similar submission, Contact would not consider presenting a joint case with them

at the hearing.
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Proposed National Policy Statement for Renewable Electricity Generation

PART A INTRODUCTION AND BACKGROUND

Contact was formed in 1995 and acquired its initial portfolio of electricity and gas assets from
ECNZ in early 1996. It has added substantially to those assets since then and is one of New
Zealand's largest energy companies, generating 28 per cent of the country’s total electricity with
2,000 MW of installed capacity.

It has around 650,000 customers to which it supplies electricity and gas products and services. It is
listed on the New Zealand Stock Exchange and has about 84,000 New Zealand shareholders, and
1,000 staff located around the country.

CONTACT AND RENEWABLE ENERGY

3.

Contact is striving for sustainable and energy efficient use of natural resources and actively
encourages efficiency improvements in energy generation and energy supply. Contact is
committed to generating its electricity as sustainably as it practically can whilst still meeting its
generation targets. It annually publishes a sustainability report that details how the company is
performing under three key areas: environmental, social and financial.

Contact considers that the economics for renewable generation projects stack up favourably
against the use of fossil fuelled generation and that the country has a wealth of options in
renewable generation projects. The new Emissions Trading Scheme® and the uncertain future of
gas supply from the Taranaki gas fields further contribute to the economic case for renewables
generation.

Contact is making very good progress in a $3 billion investment programme in 1,400 MW of new
renewable generation projects to support renewable generation.

! Climate Change Response (Emissions Trading) Amendment Act 2008

<

contact

Page 3 of 15 31 October 2008



Proposed National Policy Statement for Renewable Electricity Generation

6.

Stratford peaker gas-fired power station ... ¥

These new projects are shown below:

Tauhara

200 MW (in construction)
geothermal phase one

Ahuroa gas storage facility ... 23 MW (in construction)

(in development) and phase two

240 MW (in development)

o Waitahora wind farm
177 MW (in development)

... Hawea gates hydro
17 MW (in development)

»

Included in Contact’s list of renewable projects are the Stratford Peaker Project and the Ahuroa
Gas Storage project. Contact considers that both these projects fall within its renewable electricity
generation portfolio owing to their interrelationship with its other renewable plant.

The Stratford Peaker is a gas fuelled fast start gas turbine station that will provide security of
supply support for the weather dependent wind farms and hydro power stations. The weather
dependency of wind tends to require a short time frame support whereas hydro’s requirement is for
longer term support. The open cycle gas turbine of the type being installed at Stratford is well
suited to this support role as it has fast start capability and can mirror the short term variability of
wind farms. Further, with its reasonable efficiency it can also provide an acceptable generation
capability to cover the longer term running required to support hydro power stations in dry periods.

The Ahuroa Gas Storage Field will allow the gas fields to have a continuous output and thus not
constrain the thermal combined cycle power stations to burning gas on a ‘take or pay’ basis. The
combined cycle power stations will then be able to shut down when the electricity demand is low.

TOWARDS A HIGHER RENEWABLES FUTURE

10.

As part of the New Zealand Energy Strategy, the government has set a target for 90 per cent of
electricity to be generated from renewable sources by 2025. Contact considers this to be an
ambitious but still achievable goal. Figure 29 is an Electricity Commission analysis of a possible
generation mix made up of a higher proportion of renewables taken from its draft 2008 Statement
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of Opportunities® (“SO0”). The Sustainable Path Scenario represents the 90 per cent renewables
target from the New Zealand Energy Strategy.

Figure 29 Energy stackplot by technology by year of the Sustainable Path scenario

11.

12.

13.

The Sustainable Path scenario assumes that a combination of high carbon charges and high gas
prices leads to renewable projects being very cost-effective relative to thermal generation, and
displacing generation from existing thermal plant.

Major development of renewable generation takes place in both islands. Wind generation is
developed extensively with over 2500 MW of installed capacity by 2030, Geothermal capacity
reaches 1500 MW as early as 2026, and 1400 MW of new hydro is constructed by 2030 (including
run-of-river, storage-backed, and pumped modes).

The important point to note is that the overall level of renewable generation will have to increase by
more than 50% to meet demand. A number of building blocks will be required to enable this
outcome to be achieved. The renewables NPS can make a valuable contribution but efficient and
robust transmission networks and efficient consent processing are also critical elements.

242008 Statement of Opportunities — Draft for consultation July 2008” (2008 July 4), (Electricity Commission),
Available: http://www.electricitycommission.govt.nz/pdfs/opdev/transmis/soo/pdfssoo/2008-
draft/Draft%202008%20S00.pdf (Accessed: 2008 October 24).
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PART B GENERAL SUBMISSIONS

14.

15.

16.

Contact considers that meeting the government’s New Zealand Energy Strategy target that 90 per
cent of electricity generated in New Zealand should be derived from renewable energy sources by
2025 (“90 per cent renewables target”) is a challenge, but one that is achievable. Meeting that
target will not occur without continued operation of all existing renewable plants at, as close as
possible, to current output levels, and a significant number of new renewable generation plants
being built. Achieving that in turn requires a suitable regulatory environment within which new
renewables can be developed and existing renewables reconsented. Contact considers that what
is needed is an overall plan to promote renewables of all types. The renewables NPS should
provide unequivocal policies that will actively promote and facilitate renewable generation through
the RMA process.

It is Contact’s submission that the NPS as drafted does not provide this lead. There is no policy
that states simply that it is desirable that renewable generation be consented (and reconsented).
Further, some of the policies in the proposed renewables NPS favour one type or scale of
renewable generation over others, effectively setting up obstacles to consenting some renewable
energy. Contact opposes such limitations as unsound in principle and inconsistent with the stated
Objective.

Further, Contact does not believe that the 90 per cent renewables target will be achieved by a
focus on one renewable technology alone, or even a small selection of the available technologies.
It believes that any attempt in the renewables NPS to do so will inevitably mean that its Objective
will not be achieved.

OBJECTIVE

17.

Contact supports the intent of the Objective. It is suggested that its intent may be made clearer
with a minor amendment of the text as follows:

“To recognise the national significance of renewable electricity generation by promoting the
development, upgrading, maintenance and operation of new and existing renewable electricity
generation activities suech in order that 90% of New Zealand’s electricity will be generated from

renewable sources by 2025 (based on delivered electricity in an average hydrological year)”.

POLICY 1

18.

19.

Contact supports Policy 1 which recognises the benefits of renewable electricity generation, while
noting that its value is somewhat limited given that it is largely restating section 7 (j) of the RMA.

However, Contact has concerns as to the inclusion of the phrase “at any scale” in the Policy. The
Policy is thus stating that any renewable generation activity, irrespective of size or energy
contribution, is of national significance (and thus promoted by Policy 1). This is factually incorrect
and weakens the assistance given by the Policy to projects that are of sufficient size to make a
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20.

21.

22.

23.

24.

25.

meaningful contribution to reduction of greenhouse gas emissions and to security of electricity
supply. Even without those words, the inclusion in the Interpretation section of an explanation that
“renewable electricity generation activities” include “small and community-scale distributed
renewable electricity generation” has the effect that the Policy would promote small scale
generation as being nationally significant.

The RMA includes guidance as to what is nationally significant in section 141B(2) in the context of
a called-in application. Small scale generation activity (for example, a 100 kW hydro power scheme
supplying electricity to an isolated farm) would not pass any of the s.141B(2) tests to be considered
‘nationally significant’. The renewables NPS should not include a Policy that adopts a standard
inconsistent with the RMA.

If the intention of the Policy is to suggest that small scale generation activities may cumulatively
be of national significance, Contact would not oppose such a concept.

So, for example, the words “at any scale” could be deleted and a new second sentence added to
the effect that: “The benefits contributed will vary according to the scale of the renewable electricity
generation activity but small scale renewable electricity generation activities may cumulatively be of
national significance”.

As noted, this policy is an expression of s7(j) of the Act. As such it would be useful to identify more
than the two benefits listed that caselaw has developed in discussing this section. In Genesis
Power Ltd v Franklin DC [2005] NZRMA 541 (EnvC) (the Awhitu Wind Farm decision) the
Environment Court identified a number of benefits of general application such as industry
development, profitable business opportunities and regional development. Contact believes that it
would assist if those development benefits were added to the list of benefits to be derived from
renewable electricity generation.

And as a small point, the first benefit listed is in reality two benefits: that of maintaining or
increasing electricity generation capacity and also that of avoiding, reducing or displacing
greenhouse gas emissions. Contact suggests that these be separated to make it clear that these
are different benefits.

Accordingly, Contact suggests that Policy 1 should read as follows (or similar):

“The benefits of renewable electricity generation activities are of national significance.
The benefits contributed will vary according to the scale of the renewable electricity
generation activity but small scale renewable electricity generation activities may
cumulatively be of national significance. Decision-makers must have particular regard to
the national, regional and local benefits relevant to renewable electricity generation

activities. These benefits may include, but are not limited to:

i. maintaining or increasing electricity generation capacity;
ii. avoiding, reducing or displacing greenhouse gas emissions;

iii. maintaining or increasing security of electricity supply at local, regional and national
levels by diversifying the type and/or location of electricity generation;
iv. Providing development benefits and business opportunities and regional development.”
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POLICY 2

26.

27.

28.

29.

30.

31.

32.

Contact considers the intention of Policy 2 is that decision makers should recognise,
sympathetically, the difficulties of consenting renewable projects and should not make
unreasonable demands in any mitigation imposed on those projects. The s32 Analysis suggests
that the emphasis is on the way conditions are drafted (mitigate rather than avoid effects).
Assuming that it has correctly read the intent of Policy 2, Contact supports this Policy but considers
that there is a lack of clarity in the drafting.

Contact considers that it is not clear that Policy 2 requires consent authorities to have a positive
particular regard to the listed constraints.

For example (iii), “the nature and location of existing renewable electricity generation activities”,
could mean that particular regard should only be given to the constraints imposed on achieving the
measures to avoid, remedy or mitigate the adverse effects of a renewables project if there are
other similar existing projects in the area. This is an interpretation that should be avoided if the 90
per cent renewables target is to be met. Alternatively, the interpretation might be that that (positive)
particular regard should only be given if there are no other similar existing projects in the area, thus
avoiding cumulative effects. Contact has deleted (iii) in its suggested redraft of this Policy below.

Contact therefore considers that this Policy needs amending to clarify that the regard that the
consent authority is intended to have in relation to the factors listed in setting conditions is intended
to assist in the promotion of renewable electricity generation projects.

However, Contact also considers that this Policy needs more radical amendment to expand its
scope. As noted above, there is no Policy in the renewables NPS that promotes unambiguously the
granting of consents for renewable projects. The benefits of renewable generation are identified (as
does the Act already) in Policy 1 and Policy 2 suggests a degree of sympathetic assessment in
relation to conditions. This is the appropriate policy to broaden to become a positive promotion of
consents for renewable electricity generation projects.

Without such a revised Policy the renewables NPS presents a package of policies that implicitly
support renewable generation but then qualify that support by scale (Policy 5), by mitigation (Policy
2), and by type (Policy 3).

Contact suggests the following (or text to similar effect) to unambiguously promote the granting of
consents to renewable generation projects while also clarifying that the factors to which regard is to
be had are intended to be supportive of such projects:

“Promoting the granting of consents for renewable projects and acknowledging
the practical constraints associated with the dev elopment, upgrading,
maintenance and operation of new and existing ren  ewable electricity generation
activities.

Policy 2
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When considering whether to grant consents and/or what conditions might be imposed to
avoid, remedy or mitigate the adverse environmental effects of renewable electricity
generation activities, consent authorities shall recognise and must have particular regard
to:

the need to locate the renewable electricity generation activity where the particular
renewable resource is available;

logistical or technical practicalities associated with developing, operating or maintaining
the renewable electricity generation activity;

the location of existing structures and infrastructure including, but not limited to, roads,
the local electricity distribution network, and the national grid in relation to the
renewable electricity generation activity.”

POLICY 3

33.

34.

35.

36.

37.

Policy 3 requires that decision makers “when considering proposals to develop new renewable
electricity generation activities, .. must have particular regard to the relative degree of reversibility
of the adverse environmental effects associated with proposed generation technologies”.

S.3 of the RMA defines ‘effect’ to include
(a) Any positive or adverse effect; and

(b) Any temporary or permanent effect; and

(c) Any past, present, or future effect; and

(d) Any cumulative effect which arises over time or in combination with other effects—
regardless of the scale, intensity, duration, or frequency of the effect, and also includes—

(e) Any potential effect of high probability; and

(f) Any potential effect of low probability which has a high potential impact.

The definition of effect, in (b) and (c), already requires consent authorities to take into account
‘permanent’ and ‘future’ effects. That is, the concept of reversibility of a proposal is already a matter
for consideration under the RMA.

On that basis it is unnecessary for the renewables NPS to identify this particular “effect”. However,
the result of identifying this effect and turning it into a Policy in the renewables NPS is also to
distort its importance in the RMA framework. Rather than being one potential effect within the Act,
selecting this as a Policy elevates it in the consideration of any application. The balance the Act
provides is lost.

The result is that a renewable project that is less “reversible” starts from a disadvantage which it
does not do under the Act. Any hydro that is larger than micro size is in this category. Similarly,
geothermal has aspects that are either not reversible (induced subsidence) or only reversible over
long time periods (heat recovery within the geothermal system). By contrast wind generation is
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38.

39.

40.

more reversible than either hydro or geothermal and would clearly benefit from the suggested
emphasis on reversibility. Contact considers that such a “picking winners” approach is
inappropriate in an NPS.

Most seriously, the effect of this Policy is also to undermine the Objective of the renewables NPS
as this Policy is inconsistent with the objective of “...promoting the development, upgrading,
maintenance and operation of new and existing renewable electricity generation activities...” by
putting barriers in the way of consenting some renewable proposals.

This concerns Contact as to meet the 90 per cent renewable generation target by 2025 New
Zealand must maximise all renewable generation sources. As already noted, this target is a
challenge and only achievable if some sources of generation (such as hydro and geothermal) are
not excluded from the development mix. This view is supported by analysis work from the
Electricity Commission in its SOO.

SOO Figure 38 illustrates the Electricity Commission’s work. It shows the percentage of New
Zealand’s generation that would be renewable under 5 different scenarios. The 90 per cent
renewables target is represented by the blue line (Sustainable Path mds1).

Figure 38 Renewable energy percentage for each of t  he five scenarios

41.

42.

SOO Figure 59 shows the new hydro generation that powers each scenario. Again the blue line
shows the 90 per cent renewables target scenario and for this scenario around 1000MW of new
hydro capacity allows New Zealand to reach the target by 2025.

The SOO has assumed 470MW of this hydro is built on the Clutha River. The Clutha River is one
of the few large rivers in the country already used for hydro generation that has potential for further
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large-scale hydro development. Contact is reviewing the potential options for possible new hydro
generation projects on the Clutha River.

Figure 59 Installed capacity of hydro

43.

44,

45,

46.

A large amount of hydro and geothermal development is essential to meet the 90 per cent target
and that target is identified in the preamble to the renewables NPS. Policy 3, as drafted, will
negatively effect the consenting process for these technologies and therefore the country’s ability
to achieve its 90 per cent renewable generation target by 2025.

Contact’s preference is that Policy 3 be deleted.

However, Contact has also noted the analysis in the s32 Report that suggests that it is not the
intention of this Policy to be anti-hydro (5.2.3.4, page 42):

“...the policy does not suggest that, because the effects of hydro schemes are less
reversible thatn some other forms of renewable energy, such schemes should not
proceed”.

Contact considers that this will be the effect in practice (as well as impacting geothermal projects).
However, if the Board determines that it does not wish to delete this Policy, the Policy needs to be
amended to meet the intent apparently sought and to ameliorate its adverse effect on the 90 per
cent renewable target. The Policy should be amended so that “reversibility” is an additional point of
argument in favour of a project that can demonstrate “reversibility”. If that factor is not available to a
particular project, its absence should be neutral, not negative.
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POLICY 4

47.

48.

49.

50.

Contact is not aware of any major issue with the identification of renewable generation possibilities.
For example, when testing the strength of a wind resource in the area of a prospective wind farm,
Contact has not encountered any particular barriers to setting equipment like wind test masts.
However, Contact does not oppose such a policy as this might well extend the knowledge base
from which renewable electricity generation can be developed.

Contact notes that the Policy will require local authorities to introduce objectives, policies and
methods to enable activities associated with, in bullet point (i), “the identification and assessment
by generators ..."”. Whilst it is important that generators be given this ability it is not just generators
that might need to take advantage of these provisions. Other parties are also involved in
identification and assessment of potential sites and energy sources for renewable electricity
generation. The removal of the words ‘by generators’ from bullet point (i) of Policy 4 would provide
suitable relief.

Contact is also concerned that consent authorities could read Policy 4 to require that they should
undertake some sort of mapping exercise to identify zones where renewable generation should be
developed. Contact believes that this is unnecessary and would impose additional cost on consent
authorities and hence should be avoided.

Contact therefore suggests that Policy 4 is clarified to make it clear that this is not for the
advantage of generators alone and to make it clear that local authorities are not mandated to zone
for renewable electricity generation.

POLICY 5

51.

52.

53.

54.

55.

Contact is concerned that this Policy makes provision only for small and community-scale
electricity generation but the renewables NPS, as proposed, does not provide similar support for
large scale renewable electricity generation which will be essential if the 90 per cent renewables by
2025 target is to be met.

Scale is important to the development of new generation resources. This is clear from the
Electricity Commission’s SOO where small and community scale generation is forecast to increase,
but will not increase to the level required to make a major contribution to achieving the 90 per cent
renewable electricity generation target.

Contact’s proposed changes to Policy 1 are intended to correct this imbalance.

Contact also cannot understand why the definition of “small and community-scale distributed
renewable electricity generation” specifically excludes offshore wind, tidal and wave generation. It
would seem that if the land based forms of renewable electricity generation are appropriate for use
by communities then so too are these technologies.

Contact suggests that the definition of “small and community-scale distributed renewable electricity
generation” is amended to include offshore wind, tidal and wave generation.
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ADDITIONAL POLICIES

56. Contact considers that there is a need in this renewables NPS for additional policies to fully
address the issues relevant to renewable generation.

ADDITIONAL POLICY TO PROTECT ADDRESS REVERSE SENSITIVITY

57. Policy 4 makes provision for identifying future renewable electricity generation sources. However,
until these sources are developed they are vulnerable to encroaching sensitive uses that then
constrain or even prevent that development. These identified renewable generation sources
require protection to ensure development remains an option. For instance, it could take up to five
or more years to investigate, apply for, and have processed consent applications for a hydro dam
after the initial feasibility study has been completed. In that time, changing local land uses may
effectively prevent the consenting and subsequent development of the hydro.

58. Contact suggests the following Policy to address these reverse sensitivity issues to protect
potential future generation sites and energy sources. This Policy should follow existing Policy 4. As
already noted, Policy 4 concerns identifying renewable sources. This Policy addresses the
protection of those sources once identified.

“By 13 March 2012, local authorities are to notify in accordance with Schedule 1 of the
Act, a plan change, proposed plan or variation to introduce objectives, policies and
where appropriate methods, into policy statements and plans to manage new uses
or development of land in the vicinity of identified potential sites and energy sources
for renewable electricity generation in a way that recognises:

€) Uses and development of land have the potential to constrain existing and new
renewable electricity developments in the vicinity; and

(b) Use and development of identified renewable electricity sources is a matter of national
significance and should not be constrained by incompatible new uses (including

intensification of existing uses) or developments of land.”

ADDITIONAL POLICY TO PROTECT EXISTING RENEWABLES

59. Contact considers that existing well run consented plant should be protected. For example, in 2007
the Environment Court confirmed consent conditions for a further 35 years on Contact’'s Hawea,
Roxburgh and Clyde hydro dams.

60. The 2007 Environment Court decision ended a long and costly process that started in 2001. If
Contact’s consent conditions had not been confirmed when they were and the operation of its
Clutha dams was constrained, then meeting the 90 per cent renewables target by the 2025
deadline would have been made considerably more difficult for the country.
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61.

62.

This submission makes the point above that if the renewable electricity generation target of 90 per
cent by 2025 is to be met, all the existing renewable electricity generation will need to be
maintained at its current operating capacity.

Contact suggests that a policy be included making reconsenting of existing renewable plant a
controlled activity. This would significantly reduce reconsenting time delays and costs. Making
reconsenting a controlled activity would also give existing operators (and those looking to develop
new plant) some certainty as to being able to continue the operation of plant beyond the term of the
consent. Often as not, the term of the consent commences at the time that development
commences and the first 3 to 10 years of the term is lost in design and construction of the project.
That leaves as little as 25 years of operation within which to economically justify the project if there
is no reasonable certainty of being able to re-consent.

ADDITIONAL POLICY TO FACILITATE TRANSMISSION LINES.

63.

64.

65.

Renewable electricity generating plant is often located in remote areas and requires quite long
transmission lines to connect them to the national grid. In some cases these connecting lines are
installed by the developer of the renewable electricity generation project. Without these lines to
transmit power to the national grid the renewable electricity generating plant would be of no value.

Currently, the National Policy Statement on Electricity Transmission applies only to the electricity
transmission network, which is defined as being “part of the national grid of transmission lines and
cables (aerial, underground and undersea, including the high-voltage direct current link), stations and
sub-stations and other works used to connect grid injection points and grid exit points to convey
electricity throughout the North and South Islands of New Zealand”. That NPS therefore does not apply
to any other lines in New Zealand, even though they have the same generic effects, and link to the

national grid what might be nationally significant electricity generating plant under the renewables NPS.

Contact suggests that a policy is needed to support the connection of renewable generation
projects to the national grid. Even on a small scale, renewable generation is useless without
transmission to connect it to the point of use. Contact therefore suggests that the renewables NPS
includes a policy that imports all the elements of the National Policy Statement on Electricity
Transmission (“transmission NPS”) and is applied to electricity transmission lines that link
renewable electricity generating plants to the national grid.

SECURITY OF SUPPLY TO SUPPORT GENERATION

66.

67.

In paragraphs 7 and 8 of this submission the importance of peaker power stations to supporting
renewables to provide security of electricity supply to New Zealand was briefly outlined. Contact is
currently committed to installing plant to perform this role in the firm belief that such plant is
essential for the New Zealand system to perform reliably, especially whilst it has a very constrained
transmission system.

While it might appear to be directly inconsistent with the Objective of the proposed renewables
NPS, having peaker plant available is indirectly important in achieving the Objective of the
renewables NPS.

Page 14 of 15 31 October 2008



Proposed National Policy Statement for Renewable Electricity Generation

68. Contact suggests that mention be made in the preamble of the need for peaker power stations to
support weather dependent renewable electricity generation during periods when the output from
that plant is low.

CONCLUSION

69. Contact considers that the renewables NPS must promote and facilitate renewable electricity
generation. As currently drafted, the renewables NPS does not provide this strong lead. Rather,
having recognised the benefits of renewable generation, it limits its support of renewable
generation projects to those with particular technologies or on a particular scale or it focuses on
conditions rather than the granting of consents.

70. If New Zealand is to meet its target of 90 per cent generation from renewable sources by 2025
there must be continued operation of all existing renewable plants and a significant number of new
renewable generation plants built as well. Achieving that in turn requires a suitable regulatory
environment within which new renewables can be developed and existing renewables be
reconsented. Contact considers that what is needed is an overall plan to promote renewables of all
types. The renewables NPS should provide unequivocal policies that will actively promote and
facilitate this through the RMA process.
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