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Overview

This document presents a summary of submissions to the Gas Transition Plan
Issues Paper published in August 2023.

The Ministry of Business, Innovation and Employment (MBIE) received submissions on the Gas
Transition Plan Issues Paper (the Issues Paper) from 78 different individuals and organisations.

The submissions reflect the views of:

e Energy suppliers, including 3 upstream gas producers, 4 electricity generators, and 5 gas
and/or electricity system operators

e Industries and businesses, including 5 major energy users, 2 commercial gas users, 7 other
energy-related businesses and 11 industry associations

e Community and interest groups, including 3 iwi, 5 environmental groups, and 9 other interest
groups

e Government entities, including 1 Crown Entity, 1 regulator and 5 local councils

e Experts and specialists, including 2 consultancies and 3 academics

e 12 individual members of the general public.

A List of submitters is included at the end of this document.

The Issues Paper explored the key issues and opportunities facing the gas sector in the transition to a
low emissions future. It considered how we can lower emissions, including by using options like
carbon capture utilisation and storage, and renewable gases like biomethane and hydrogen.

This document is a summary of the submissions MBIE received, including the key themes and issues
raised by submitters. It draws on the comments made by submitters but does not reflect every
comment made by each submitter.

For the purposes of this summary, where appropriate, we refer to the number or proportion of
submissions that shared a similar view. However, it should be noted that:

e Submitters did not always answer every question.

e Some submissions include the views of multiple organisations or individuals (eg a collective or
industry association). As such, the number of submitters does not perfectly reflect the volume
of the submitters engaged in this consultation and makes it more challenging to quantify the
level of support for the proposals.

Numerical values of the terminology used in the document are outlined in Table 1 on the following
page.

Due to the nature of this document, some submissions have been directly quoted or referenced. All
submitters consented to the use of their submission in this summary which would become publicly
available.

Note that submitters have used a mixture of terms including “fossil gas” and “natural gas” when
referring to methane gas obtained from underground petroleum reserves. In this submissions
summary we use the term “natural gas”.
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Table 1 Definitions of numerical terminology

Terminology

Number of responses

One /single / a 1
A few / a couple 2-3
Some 3-10
Several Up to 50% of responses

Most / a majority

Over 50% of responses

Unanimously

All responses
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What we heard: Key themes

The Government needs to provide clear direction and stability for investors

We heard that decisions made by investors now will impact the future of the gas sector over at least
the next 10 years, and potentially out to 2050.

The Government can do more to provide certainty and help guide investments in gas supply or
alternative forms of energy. Submitters differed on what direction they believed was right, but there
was general agreement that there needs to be a clear plan in place, particularly for the future of gas
exploration and development, the gas pipeline network and gas in the electricity system.

Submitters also emphasised the need for stable regulatory settings so that investors can make long-
term decisions with confidence. Some suggested that regulations should have mechanisms that
provide companies with recourse if terms of licence are changed by subsequent governments.

We need to avoid an unmanaged winddown of gas pipeline networks

We heard concerns from a range of different individuals and organisations that there could be an
unmanaged winddown of gas pipeline networks, where falling demand forces pipeline businesses to
increase prices for remaining customers to the extent that they drive even more customers away and
become financially unsustainable. This scenario would be costly for everyone, with low-income
consumers most at risk.

Submitters had a variety of ideas for what the Government could do to minimise this risk. Some
called for positive messaging about gas and assurance that consumers would have it as long as they
want it. Some believed that renewable gas blending could help extend the economic life of pipeline
assets. Some called for amendments to cost recovery regulations, particularly to Part 4 of Commerce
Act. Some called for managed decommissioning of the network, and support for vulnerable
consumers to switch to electrical alternatives. The common thread is that the Government needs to
make a plan and manage the situation.

We need more affordable and reliable renewable electricity before we can
phase out gas

Submitters generally recognised that gas plays a small but critical role maintaining electricity security
of supply and affordability, and that its role may become smaller but more important as the
proportion of intermittent renewable generation increases. We heard warnings that electricity
reliability and affordability should not be compromised for the sake of getting the last few percent of
gas-fired generation out of the system, as it could delay electrification and compromise the wider
energy transition.

We heard that Government messaging which pushed 100 per cent renewable electricity prematurely
discouraged investment in gas-fired generation. Some suggested the Government should intervene
to actively encourage investment. Suggested interventions included requiring renewable generators
to have backup available, introducing minimum notice periods for closure of thermal plants or
unwriting risks for investments in gas assets.

Gas Transition Plan Issues Paper: Summary of Submissions 6



Renewable gases and CCUS can help reduce emissions, but they are not a
complete solution

Submitters had mixed views on whether biogas would play an important role in reducing emissions
from natural gas. While some saw it as an opportunity which is currently technically and
commercially viable and compatible with existing infrastructure, some thought it could only replace a
small proportion of gas volumes due to feedstock scarcity and high prices.

Generally, submitters viewed hydrogen as less important than biogas for reducing emissions from
natural gas. While some favoured it for its potential as a zero-emissions fuel, most saw it as a
comparatively poor substitute for natural gas because it is relatively expensive, less compatible with
existing infrastructure and inefficient.

Views on the importance of CCUS were also mixed, largely because the proposed application of CCUS
in gas production has the potential to prolong gas production. While some saw it as a win-win for
emissions reduction and security of supply, others were concerned it would compromise overall
emissions reductions by prolonging gas consumption. Submitters saw several barriers to CCUS,
including cost, regulatory settings and risks around long-term storage. Some iwi were strongly
opposed to underground storage of carbon dioxide (see section on Iwi and Maori views for more
detail).

The consensus was that none of these three technologies are capable of decarbonising gas on their
own, and that they should be considered as complementary tools alongside renewable electricity
and energy efficiency. A widespread view was that their use should be prioritised where it is needed
most, particularly in hard-to-abate applications where electrification is not an option.

We need gas storage to maintain flexibility

In their responses regarding gas storage, most submitters considered gas storage to be important,
particularly for maintaining electricity security of supply and in a situation where gas production is in
decline. Several saw a need for increased storage capacity, except for those who expected demand
for gas to decline rapidly. Submitters felt that, ideally, investments in gas storage should be left to
the market, but some anticipated a need for the Government to underwrite investment risk due to
the uncertainty caused by past policy decisions.

Most submitters were unsupportive of LNG importation and favoured gas storage as the better
option.

There is more work to do, and it should be a collaborative effort

Submitters wanted to see more information and analysis before irreversible decisions are made.
They warned against shutting down gas infrastructure before the broader implications or the
opportunities for repurposing are fully understood. Some wanted to see an energy strategy in place
before we begin to implement a gas transition.

We heard calls for better coordination and engagement, with both industry and with other
government agencies. Submitters also emphasised the importance of achieving consent from local
communities, particularly Maori.
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Summary of responses to consultation
qguestions

Chapters 2 and 3 of the Issues Paper included specific consultation questions
which we considered to be important for informing the development of the gas
transition plan. The responses to these questions are summarised here.

Transitioning our gas sector

Chapter 2 of the Issues Paper covered the uncertainties and challenges in the gas sector, including
the conflicting needs for investment in gas production and infrastructure and for a transition to a
smaller gas market.

Submitters saw risks if the transition to a smaller natural gas market is poorly managed

We asked submitters how New Zealand can transition to a smaller gas market over time. In their
responses, most submitters expressed concern that a poorly managed transition could lead to the
premature and disorderly collapse of the gas market, which could be very costly to the country and
reduce the reliability of New Zealand’s energy system.

Submitters saw a risk of de-industrialisation — the threat of collapse and a restricted gas supply could
drive firms to other countries, where their impact on global emissions may be higher. Other
highlighted risks included gas pipeline businesses becoming financially unsustainable, affordability
impacts, stranded assets, and inefficient use of resources.

However, submitters had varied ideas about what a managed transition should look like. Some
believed that a managed transition to a smaller natural gas market should involve a reduction in
demand for gas and government intervention to drive this change. Government could do this
through encouraging increased energy efficiency, using pricing mechanisms, connection bans, and a
concentrated effort to electrify as much as possible. Others saw it being achieved through a
transition to renewable gases.

Several felt that the market should determine the gas transition, with any decline in the natural gas
market driven either by natural depletion of resources, or substitution of gas by alternatives
(facilitated by the Emissions Trading Scheme). Some believed that we should not be ruling out
natural gas a potential least-cost pathway to emissions reduction, and that we should also consider
other means of emissions reduction such as carbon capture or other opportunities outside of the gas
sector. Some felt that growth in the gas market was preferable to it being encouraged to shrink.

Many submitters believed that New Zealand should maintain gas infrastructure to retain options —
for example, it could be repurposed for renewable gases in the future or operated at lower pressure
to allow for a lower volume gas market. They were concerned that shutting down infrastructure too
quickly would have negative impacts on consumers, taxpayers and the electricity sector.

The Gas Transition Plan should consider market segment prioritisation

Submitters highlighted various gas users and market segments they believed should be prioritised as
part of the Gas Transition Plan.

Some, for example Vector, called for a focus on decarbonising gas-fired electricity generation and
industrial processes, rather than residential gas consumption:
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“residential gas consumption only accounts for 5% of all natural gas use. Meaningful
decarbonisation of fossil gas is largely an exercise in reducing gas-fired electricity generation
and industrial processes.”

Some prioritised energy security and affordability for communities (including public services, marae,
papakainga, households, and some essential small businesses), rather than maintaining security of
natural gas supply for large industrial users. Some felt that these consumers should be the first to
transition due to the availability of alternatives and risks of increasing gas prices. Some were also
concerned about the negative health impacts of household gas use.

Some believed the Gas Transition Plan should focus on transitioning the public sector. For example,
according to the PSA:

“...750 schools, hospitals, and public buildings are still waiting on funding to transition away
from fossil fuel use, and the majority of these are using fossil gas... The gas transition plan
should include a plan to fully fund and implement the transition away from fossil gas in the
public sector, including deadlines for the transition to be completed.”

Most submitters saw a role for government in enabling continued investment in the gas sector to
meet energy security needs

36. We asked submitters whether they saw a role for government in enabling continued investment
in the gas sector to meet energy security needs. Of the 32 that responded, 25 submitters indicated
that they saw a role for government in enabling investment, 6 indicated they did not see a role for
government and 1 said they did not know.

Submitters called on the Government to provide investors with confidence over the transition period

Most of the submitters who saw a role for Government believed its role was to provide clear
direction and stable regulatory settings to give investors enough confidence to invest in gas supply.

Some of these submitters mentioned that long term certainty is needed because investment in gas
production is needed several years in advance, and a minimum level of investment is also needed to
maintain gas pipelines.

Several submitters suggested that, to give investors more confidence, the Government should clearly
communicate the importance of natural gas for energy security, proactively engage with industry and
give an indication of timelines for the transition. Some also suggested that regulations should have
mechanisms that provide companies with recourse if terms of licence are changed by subsequent
governments.

As part of its wider role in creating investor confidence, submitters asked the Government to
consider risks and decisions about the gas transmission pipeline network and clearly communicate its
intentions, eg settings for pipeline revenue.

Some submitters expressed views that the government should actively encourage gas production
and consumption, for example:

e Government should support the use of gas in electricity peaking, eg through wholesale
electricity arrangements to support and enable effective participation by gas fired peaking and
firming generators.

e Government could send a positive signal to investors by repealing the offshore exploration ban
and reinstating the purpose of the Crown Minerals Act to promote exploration. Support for
CCUS could also send a positive signal.

e Government should avoid policies which send a negative signal to investors, eg connection
bans, 100 percent renewable electricity by 2030.
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e Government should work with major users such as Methanex and Ballance to develop
transition plans and prevent their exit.

e Investors may require an underwrite from Government for new investments that may be
impacted negatively by future policy.

Some submitters called for the Government to actively discourage investment in gas

Some submitters felt that, rather than creating an enabling environment for investment in natural
gas supply, the Government should minimise the need for investment by actively managing a decline
in gas demand. They believed that reduced natural gas consumption could make existing gas
reserves go further, removing the need for further offshore exploration and the associated
investment.

While these submitters also called on the Government to send clear signals regarding timelines for
the transition, their views differed from those expressed above on what these signals should be.
They wished for the Government to discourage unnecessary investment in gas infrastructure in
anticipation that gas consumption would decline.

Suggested measures included shutting down uneconomic sections of the gas pipeline network
(network “right-sizing”), developing a regulatory regime which supports managed decommissioning
of pipeline infrastructure, and prioritisation of gas supply to users who are less able to transition, eg
hard to abate industries.

Submitters believed Government would need to address barriers and potentially provide support to
right-size the network. This may include enabling a right to disconnect, enabling network operators
to continue recover revenue from assets and provide funding so decommissioning costs are not
borne by consumers.

Some submitters called for support of renewable alternatives

Some submitters suggested that scaling up renewable alternatives could help to prolong natural gas
availability from established reserves by reducing overall demand. Some suggested that biogas
blending could reduce overall demand for natural gas while incentivising investment in gas
infrastructure and continued production during the transition.

Some saw a role for renewable gases as transition fuels which could help maintain a market for gas
and therefore maintain availability of natural gas. Others believed that the focus should be on
replacing natural gas with renewable alternatives, particularly renewable electricity (also demand
response and community energy), rather than maintaining availability of natural gas, with the goal
being to reduce natural gas demand as quickly as possible.

Suggested measures included recognising the value of renewable gases and proactive support for
development and expansion of the renewable gas industry. These measures are expanded upon
further below in the summary of responses to questions regarding renewable gases.

A few submitters noted that it is important to determine availability of renewable alternatives to
predict likely demand for natural gas and ensure an appropriate level of investment in production.

Several submitters called for changes to regulatory settings for gas pipeline infrastructure

Several submitters felt that current regulatory settings, including the regulation related to revenue
gas pipeline businesses can collect, risk undermining investment in the gas pipeline network. They
believed that regulatory changes are needed to provide confidence to investors and encourage
investment in the gas network, to ensure pipeline businesses can recover capital expenditure over
time and minimise the risk of stranded assets. They expressed concern that future consumers will
bear cost of regulatory failure.
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In particular, some submitters called for amendments to Part 4 of Commerce Act, regarding price
quality regulations, the impact of decarbonisation, depreciation and the ability to recover costs.
Submitters called on MBIE to coordinate with the Commerce Commission and gas pipeline
businesses to come up with appropriate regulatory settings.

Submitters also called on the Government to provide clarity on responsibility for decommissioning
costs and potentially coordinate any decommissioning, particularly if renewable gases turn out to be
not viable or not demanded by consumers. They asked the Government to be open to different types
of interventions, such as an end-of-life fund and decommissioning levies, nationalisation and other
financial mechanisms (eg government backed bonds, accelerated depreciation, revenue cap model
and removing index inflation).

Pricing has a strong influence on investment decisions

We asked submitters what factors they saw driving investment decisions. Most mentioned
economics in their response, ie the price and cost of gas supply. Several of these submitters saw
decisions being based on the cost of producing gas plus the cost of NZ carbon units under the ETS. A
couple also mentioned the comparative economics of gas pipelines versus the electricity network.

Submitters generally agreed the ETS should be used to price the externalities of natural gas use, and
its price pathway should be predictable. Some advocated for stable and affordable NZU prices to
maintain competitiveness of domestic industry, while others called for price increases to drive down
demand. Some called for maintenance of industrial allocations under the ETS, while some others
called for their removal.

Demand forecasts are an important factor in investment decisions

Several submitters saw expected demand as an important factor in investment decisions. In
particular, they recognised demand from large users (particularly Methanex) as a driver of
investment decisions. 56. Some submitters felt that demand for electricity peaking should be a factor
which drives decisions but that it currently contributes to indecision because the exact scale of this
demand and its profile over time is uncertain.

Another factor mentioned was increasing consumer demand for low carbon products, which could
lower demand and discourage investment in gas production.

Availability of new and alternative technologies will also drive investment decisions

Several submitters saw availability and relative cost of alternative renewable energy sources, such as
renewable electricity and bioenergy, to have an influence on investment in gas production. Some
also expected technology advances in CCUS and hydrogen production to influence decisions.

The Government has a role in supporting vulnerable residential consumers as network natural gas use
declines

We asked submitters whether the Government have a role in supporting vulnerable residential
consumers as network natural gas use declines. Out of the 33 that responded, 30 agreed that the
Government had this role.

Submitters gave a variety of suggestions of how the Government could support vulnerable
consumers. The suggestions generally fell into two categories — measures to keep gas affordable for
vulnerable consumers and measures to help vulnerable consumers switch to alternatives, or avoid
getting stuck with gas in the first place.

Of those who called on the Government to keep gas affordable, some suggested the Government
adapt regulation to protect vulnerable consumers from accelerating gas prices — one example given
was the Australian Energy Regulator model (AER) which specifically considers energy affordability for
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vulnerable consumers. Some suggested the Government support pipeline cost and encourage
consumers to keep their existing connections to facilitate a transition to renewable gas.

Those who called for measures to help vulnerable consumers avoid or move away from gas
suggested that the Government should provide subsidies to help consumers meet the upfront capital
costs of electrifying, and introduce incentives or requirements for owners of rental properties to
upgrade to electric appliances like heat pumps. Submitters suggested subsidies and incentives could
be funded by increasing the cost of natural gas. A couple submitters suggested the Government ban
new gas connections to avoid consumers getting stuck with high gas prices.

Other more general suggested measures included promoting energy efficiency to reduce residential
energy consumption and supporting energy hardship programs.

Submitters generally believed that additional natural gas infrastructure should be funded by private
investments only

We asked submitters how they thought any additional investments in gas infrastructure should be
funded. Several submitters with a wide range of perspectives indicated that investments in gas
infrastructure — particularly in production, pipelines and peakers — should be left to the private
sector.

A few noted specific cases where government investment may be required, including support for gas
storage and underwriting the commercial risk created by government decisions. Others were
opposed to any kind of investment in gas infrastructure and argued that all investment should be
focused on renewable alternatives.

Submitters felt that rather than providing funding, the Government should create investment
confidence, as discussed above. For example, as one gas producer put it:

“Additional investment should be provided entirely by the private sector. The key to enabling
that investment is clear and stable policy which will bring investor confidence. Government
could underwrite longer term risks posed by Government decisions such as NZ Battery
project.”

Gas and electricity

Chapter 2 of the Issues Paper also covered the relationship between natural gas and electricity.
Submitters expect gas to have an ongoing role in maintaining electricity security of supply

We asked submitters what role they saw for gas in the future electricity market. Many of those who
responded saw gas as important for security of supply of electricity, at least in the short term, until
sufficient renewable generation is built, with a role in peaking and firming, and during dry years. For
example, according to Transpower:

“Gas-fired generation, together with other resources, has an important role for the transition
as new renewable electricity generation comes online, networks are upgraded, and
regulation and business models evolve. Gas-fired generation helps to meet security of supply
(reliability of supply) and reduces use of higher emission fuels (eg coal).”

Submitters saw a diminishing role for gas in baseload generation but emphasised the need to
maintain a flexible gas supply as an important part of electricity security of supply. Some submitters
saw a need for additional measures to enable gas to play an increasingly flexible role in the electricity
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sector, including monitoring new contractual arrangements (swaptions?), and developing new gas
peaking and storage infrastructure. Contact Energy was among those who expressed these views:

“As baseload thermal exits the market, a larger portion of gas demanded by the electricity
sector will need to be flexible. Flexible supply is less attractive for upstream suppliers, making
it harder to contract for, or at a much higher price.”

Greater investment may be needed to support the use of gas in peaking and firming

Some submitters felt that there needs to be ongoing investment in gas to ensure ongoing gas supply
for electricity generation, including in gas fields and gas peakers. As mentioned above, some called
for investment in gas storage to support flexible use of gas in peaking and firming.

Some submitters mentioned that many players do not have current plans to invest in gas
infrastructure due to weak incentives and high risks to invest, including economic barriers, lack of
social licence and ESG (environmental, social and governance)? requirements for projects. According
to some submitters, previous government policy settings undermined investment in gas-fired
generation, including the goal of 100% renewable electricity and the government-led battery project.
They asked the Government to avoid proactively disincentivising use of gas and to carefully consider
work on dry year solutions given the impact this will have on private sector investment.

Some submitters called on the Government to ensure incentives to invest in gas-fired electricity
generation are sufficient to reflect the risk to security of supply. Some suggested reforms in the
electricity sector which could encourage investment, such as requiring wind and solar users to bear
the full cost of supply, including requiring them to have backup available. Some suggested the
Government use regulations to provide greater certainty to the industry (eg minimum notice periods
for closure of thermal plants). A few felt the Government should consider intervening in the market
by unwriting risks beyond regular commercial risks involved in investments in gas assets.

Our reliance on gas for electricity generation should be reduced over time

Several submitters felt that, while gas may be necessary for peaking and firming, its role should
decline over time, and it should have no role in baseload electricity generation. Some also felt that
investment in gas fired electricity generation should be limited. Some submitters indicated that gas
should have no role in the electricity system in the future and saw renewable gases or other forms of
energy storage fulfilling the peaking, firming and dry year roles, allowing natural gas to be phased out
entirely over time.

A few felt that the Government should intervene to phase out natural gas from the electricity
market, or at least look at putting in place a process to only approve fossil fuel solutions where
necessary.

Some submitters called for the Government to focus on supporting the development of renewable
alternatives, such as biogas, to displace use of natural gas in electricity generation.

Gas generation may be important for electricity price stability and promoting further electrification

We also asked submitters whether they thought gas could play a role in providing price stability in
the electricity market. Some submitters noted that electricity prices could increase without gas

1 A swaption (also known as a swap option) is an option contract that grants its holder the right, but not the
obligation, to enter into a predetermined swap. Power companies have used a system of swaptions to reserve
back-up thermal power supplies if they run short with the advantage of providing long-term energy price
guarantees.

2 Environmental, social and governance (ESG) refers to a collection of non-financial corporate performance
evaluation criteria that investors use to assess the performance of a company in in terms of its sustainability
and social responsibility.
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generation due to decreased competition and the higher costs of alternatives. They felt the
Government should focus on the role of gas in the electricity system because of its importance for
maintaining electricity affordability and reliability. A reliable and affordable renewable electricity
supply would expediate consumer decisions to electrify, leading to lower emissions and lower overall
energy consumption.

Renewable gases

Chapter 3 of the Issues Paper discussed the potential role of renewable gases, particularly biogas and
green hydrogen, in reducing emissions from natural gas use.

Biogas can reduce some of the emissions from natural gas, but its importance depends on its
availability and affordability

We asked submitters to rate the importance of biogas for reducing emissions from natural gas on a
scale of 1 (not at all important) to 5 (very important). Out of 29 responses, 5 gave a ratingof 1, 6
gave a rating of 2, 0 gave a rating of 3, 1 gave a rating of 4 and 17 gave a rating of 5. While these
responses average out to a rating of around 3.7 out of 5, only one submitter gave a rating of 4 and
none gave a rating of 3. Submitters were instead split between a majority who had high confidence
in the potential for biogas to reduce emissions from natural gas, and a large proportion who did not
see biogas as a very important solution.

ry
o

v
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0

Submitters who considered biogas to be important for reducing emissions from natural gas saw it as
a less emissions-intensive alternative with low capital cost as there is no need to replace appliances
or infrastructure. They saw it as an option which is currently technically and commercially viable.
Some noted that further emissions reduction could be achieved if biogas is produced from waste
diverted from landfills.

Those who did not see biogas as important agreed that it is less emissions intensive than natural gas,
but believed it could only replace a small proportion of gas volumes due to feedstock scarcity and
relatively high prices. Even those who were supportive of biogas uptake recognised that feedstocks
would not be sufficient to completely satisfy current demand for gas — BusinessNZ Energy Council,
for example:

“..agree[s] with the consultation document’s conclusion that biogas/biomethane has a
promising role to play in reducing the emissions intensity of the gas sector over time. While
full replacement of natural gas with biogas/biomethane is unrealistic over the short to

Gas Transition Plan Issues Paper: Summary of Submissions 14



medium term, there are immediate economic opportunities to progressively blend biogas or
biomethane into the network for consumers willing to pay a premium.”

Biomethane could be used as a substitute for natural gas in the pipeline network

We asked submitters how they saw biogas being used as a substitute for natural gas. Many who
responded felt that the best way to use biogas would be to upgrade it to biomethane and blend it
into the gas pipeline network.

Submitters promoted this strategy because it would make use of existing infrastructure, allow
consumers with sunk capital in gas equipment to decarbonise without additional capital spend, and
would make the transition less disruptive by delaying the requirement to phase out gas.

Biogas could be prioritised as a substitute for natural gas in hard-to-abate applications

Several submitters felt that biogas would be of more value as a substitute for natural gas in harder-
to-abate applications, such as peaking and firming in electricity generation or as a replacement
feedstock for methanol manufacture. They felt that electrification should be prioritised for most
applications of natural gas and were concerned that blending biomethane into pipelines would only
perpetuate natural gas consumption in uses where alternatives exist, such as in residential cooking
and heating.

Hydrogen might be a suitable substitute for natural gas only in specific hard-to-abate applications

We asked submitters to rate the importance of hydrogen for reducing emissions from natural gas on
a scale of 1 (not at all important) to 5 (very important). Out of 26 responses, 9 gave a ratingof 1, 4
gave a rating of 2, 4 gave a rating of 3, 3 gave a rating of 4 and 6 gave a rating of 5. This mixed
response averages out to a rating of around 2.7 out of 5, which is relatively low compared to biogas —
the majority of submitters rated the importance of hydrogen as 3 or less, and the most common
rating was 1.

Number of submitter:

Those that saw hydrogen as an important substitute for natural gas generally favoured it because it is
a zero-emissions fuel when produced with renewable electricity, or extracted from naturally
occurring reserves. Several believed that hydrogen would be very important in specific applications,
particularly methanol, ammonia and steel manufacture, where electrification is not an option. Some
saw an opportunity for blending a small amount of hydrogen into the gas pipeline network. These
submitters generally saw it as a good option in the long-term, particularly when we reach the limit of
our biogas supply.
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Those who did not consider hydrogen to be important believed its contribution to emissions
reduction would be insignificant in the foreseeable future because it would be relatively expensive
and incompatible with existing infrastructure. Several pointed out that converting methane or
electricity to blue or green hydrogen for use as a thermal fuel is extremely inefficient when
compared to direct use of these energy sources. Some were concerned that hydrogen blending in
pipelines would prolong natural gas consumption.

In their responses to questions on hydrogen, several submitters recognised that green hydrogen may
become easier and cheaper to produce over time and emphasised the importance of timeframes.
While most did not see immediate opportunities to replace natural gas with green hydrogen, and
many doubted such opportunities would arise in time to contribute to the net-zero by 2050 target,
some described strategies which could help develop a market for hydrogen. For example, some
suggested blue hydrogen as an immediate opportunity for decarbonising ammonia and methanol
production while making a full transition to green hydrogen in the long term. NZSteel envisioned a
transition pathway where coal is replaced with natural gas as the reductant in steel production,
followed by a transition to green hydrogen when the infrastructure exists.

The Government could implement enabling policies to accelerate uptake of low emissions gases

Many submitters saw a role for Government in accelerating uptake of renewable and low emissions
gases. They gave several suggestions of policies the Government could introduce, including reforms
to the ETS, development of renewable gas certification and development of a renewable gas
mandate. Submitters believed that these policies could be used to lower costs and build scale to the
point where renewable gases could meaningfully substitute for natural gas.

There was some suggestion of Government subsidies or tax credits, although submitters indicated
these would need to be implemented carefully to avoid unintended consequences. Some submitters
suggested that Government provide funding for studies into development of alternative gases.

Several felt that waste management strategies were important for promoting biogas uptake.
Suggestions included strengthening regulations to divert organics away from landfills into biogas
production and introducing policies which enable land use change for biofuel and biogas feedstocks.
Submitters called for a more integrated approach between local councils, MBIE and the Ministry for
the Environment in the development of such policies.

Submitters had diverging views on the importance of a renewable gas trading scheme

We asked submitters to rate, on a scale of 1 (not at all important) to 5 (very important), the
importance of renewable gas trading to supporting the uptake of renewable gases. Out of 24
responses, 9 gave a rating of 1, 2 gave a rating of 2, 1 gave a rating of 3, 2 gave a rating of 4 and 9
gave a rating of 5. This equal split between extreme high and low rankings (resulting in an average of
around 3 out of 5) showed that there is no consensus view on the importance of renewable gas
trading.
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the uptake of renewable gases?
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Those who attributed high importance to renewable gas trading saw renewable gas trading as a way
for a wider range of consumers to access the environmental benefits of renewable gases via virtual
decarbonisation. They believed the resulting growth in the market would facilitate investment into
renewable gases, assist renewable gas projects to being commercially viable, decrease renewable gas
prices and provide the necessary economic incentives for their uptake.

Those who did not attribute importance to renewable gas trading raised concerns around the
practicalities of implementing such a scheme. Some believed the scheme would be difficult to
implement because renewable gases are likely to be blended with natural gas making it difficult to
distinguish where emissions reductions should be recognised. Some were concerned that if not
implemented correctly the scheme would not lead to meaningful emissions reductions and instead
be used as a form of greenwashing. Some did not think the scale of the New Zealand market was
large enough to warrant such a scheme.

There was little consensus on the preferred design for a renewable gas trading scheme

Views on whether the Government has a role in supporting a renewable gas trading scheme were
mixed. Some submitters were of the view that Government should administer the scheme so that it
is independent. A couple suggested the Gas Industry Company should administer it. Others said that
any scheme should be developed by industry and administered independent of government, and
only be approved and endorsed by government.

Some submitters mentioned gaps in existing international schemes and suggested that New Zealand
take lessons and develop a bespoke scheme that reflects the domestic market. Other submitters
thought it was more important that New Zealand adopt already existing internationally recognised
schemes.

Coordination is important for the development of a renewable gas market

Many submitters recognised that coordination across Government departments as well as industry is
required to ensure the development of a well-functioning renewable gas market and saw a role for
Government in facilitating this coordination. This role could include mapping potential supply and
demand across regions and connecting stakeholders.

Carbon Capture, Utilisation and Storage

Chapter 3 of the Issues Paper also discussed the potential role of carbon capture, utilisation and
storage (CCUS) in reducing emissions from gas use.
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CCUS may have a limited role in reducing emissions from natural gas use

We asked submitters to rate the importance of CCUS in reducing emissions from natural gas use on a
scale of 1 (not at all important) to 5 (very important). Out of the 22 responses, 6 gave a ratingof 1, 5
gave a rating of 2, 4 gave a rating of 3, 2 gave a rating of 4 and 5 gave a rating of 5. This mixed
response averages out to a rating of around 2.8 out of 5.

Number of ¢

0

Of those submitters who saw some kind of role for CCUS (ie gave a rating higher than 1), most shared
a view that it would only be important for a few specific hard-to-abate applications, particularly the
application in gas extraction as discussed in the Issues Paper. Other heavy emitters which submitters
identified as potential beneficiaries of CCUS included petrochemical producers, NZ Steel and thermal
power stations.

The variety of ratings largely reflected a variety of views around whether gas extraction and
industrial use would remain important. Several expected the gas market to decline and therefore
saw CCUS as a low priority. However, some saw potential in CCUS for renewable alternatives such as
geothermal power plants and biomethane plants.

Those submitters who did not see a role for CCUS generally expressed the view that it was unproven
outside of the context of gas extraction, and therefore was not important because the priority should
be to produce and use less gas.

Cost is one of the greatest barriers to CCUS

Many submitters expressed concerns that CCUS would be expensive — both the initial investment in
infrastructure and the ongoing operational, monitoring and insurance costs. They noted that high
point source emissions are needed to justify investment and that the economics were unproven
except in the case of CO; reinjection at gas fields. Several submitters with a wide range of
perspectives were concerned about cost, including the large industry players who would benefit the
most.

A couple of submitters mentioned that the limited number and geographic distribution of our point
source emissions and candidate reservoirs means we may not reach sufficient economy of scale to
justify the costs, even if resources are pooled into a shared CO; transport and storage system.

Some were concerned that CCUS could divert resources (money and energy supply) from a transition
to renewable energy and that CCUS infrastructure would become stranded assets if the fossil fuel
industry declined.
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Regulatory barriers will need to be addressed if we want to pursue CCUS

Several of the submitters who were supportive of CCUS agreed that regulatory changes would be
needed to enable it. A couple of submitters explicitly said they supported the changes recommended
in the report by Professor Barry Barton3® which was referenced in the Issues Paper. Some wanted to
see more ambitious changes such as the introduction of a standalone Act for CCUS. Pressing issues
which were highlighted by several submitters included that current ETS settings do not incentivise
CCUS, and that New Zealand is missing a regulatory framework for CO, sequestration and transport.
The general lack of regulatory certainty was seen as an issue.

If we pursue CO; storage, we need to ensure it will remain in the ground long-term

Several submitters expressed concerns that CO; injected into depleted oil and gas reservoirs could
escape. Expected causes included New Zealand’s seismic activity or induced seismicity caused by CO,
injection. Submitters recognised that the main risk of leakage was the climate impact of the
additional emissions. One also mentioned that if a large amount escaped at once there may be risk of
suffocation in the surrounding area.

While some were confident that the risks would be minimal if established gas field practice was
followed, some noted that it was not clear who would be responsible for the stored CO; in the long
term as there is currently no regulatory program regarding liability. Some submitters were concerned
that the liability could end up on the Government and on future generations.

Some submitters proposed technological solutions to minimise the risk of leakage. These submitters
explained that certain kinds of rock combine with CO; to form minerals (carbonates) which if present
could lower the risk of leakage from geological formations. Some also highlighted that there is
research into the possibility of mining these rocks and using CO, mineralisation as an alternative to
storage in reservoirs.

Submitters had distinct views on storage versus utilisation of CO;

Several submitters did not see CO; storage as a permanent solution. They considered CO; to be
valuable and felt that it should be used rather than disposed of. Suggested uses included current
commercial applications (eg drinks and horticulture), or as an alternative carbon feedstock for
methanol, methane and other products.

A few mentioned that if captured CO; were utilised, rather than stored, it is not net-zero because
emissions are eventually released. A couple noted that net-zero fuels could be produced from
captured carbon if the CO, comes from biomass. For example, Fonterra suggested that:

“Huntly Rankine units could theoretically be run on biomass with carbon capture technology
to produce synthetic methane with hydrogen electrolysis for pipeline injection.”

Some submitters were specifically opposed to storage of CO,, including iwi — particularly Te Riinanga
o Ngati Mutunga and Nga Iwi o Taranaki — who expressed strong views against re-injecting emissions
into depleted reservoirs (see section on lwi and Maori views for more detail).

There is a risk that CCUS would prolong natural gas use and associated emissions

Several submitters expressed concerns that CCUS, especially if primarily applied to oil and gas
extraction, could allow oil and gas operations to extract more, prolonging dependency fossil fuels
and the associated emissions. This view was expressed by Oxfam, among others:

3 Carbon Capture and Storage: Taking Action under the Present Law, University of Waikato, 2022
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“Even when CCUS projects work as intended, they only capture the emissions from extraction
of oil and gas and do nothing to prevent the much larger emissions that result from burning
the fossil fuels.”

Further concerns included that CCUS may not be as effective at capturing emissions as anticipated
and that CCUS could consume large amounts of energy, increasing overall energy demand and
delaying the transition to renewables.

Others were willing to tolerate this risk because they saw no alternative to CCUS in the face of global
warming, particularly considering messaging from the Intergovernmental Panel on Climate Change in
their 2023 report which calls for CCUS deployment to be sped up to help the world limit global
warming to 1.5-2°C. The Major Gas Users Group put it this way:

“Early emission reduction is more important than waiting for the perfect solution.”

Options to increase capacity and flexibility of gas supply

Finally, Chapter 3 of the Issues Paper discussed the potential role of gas storage and LNG importation
to increase capacity and flexibility of gas supply.

Gas storage can support the transition to a low emissions economy

We asked submitters what role they saw for gas storage as we transition to a low-emissions
economy. 117. Some submitters emphasised the benefits of gas storage in a situation where the
number of gas producers and producing fields declines, and existing fields continue to age and
become depleted. Benefits listed included avoiding gas shortages and price volatility associated with
reduced production — eg it can cover maintenance outages in a more concentrated supply market,
and holding excess gas if major users have outages.

Many submitters highlighted the role that gas storage could play in the electricity system, and its
importance for supporting electricity peaking and firming if the proportion of variable renewable
generation increases.

However, some mentioned that gas storage is only useful for as long as we have sufficient long-term
gas supply, and therefore it should be considered alongside other security of supply options.

The importance of increasing gas storage capacity depends on the demand profile

We asked submitters to rate, on a scale of 1 (not at all important) to 5 (very important), the
importance of increasing gas storage capacity for supporting the transition. Out of the 16 responses,
3 gave a rating of 1, 0 gave a rating of 2, 2 gave a rating of 3, 5 gave a rating of 4 and 6 gave a rating
of 5. This response averages out to a rating of around 4 out of 5, reflecting that the majority of those
who responded considered increasing gas storage capacity to be important.
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Those submitters who considered increasing gas storage capacity to be important (ie gave it a rating
greater than 1), expected that peak gas demand would remain high due to its continued use in
thermal electricity generation for peaking and dry year cover. They saw it to be especially important
in the absence of any new gas discoveries.

Those who did not consider increasing gas storage capacity to be important expected gas demand for
petrochemical and electricity generation to decline to the extent that additional storage capacity
would have limited value. They felt that existing storage should be sufficient to maintain a reliable
supply in a declining gas market, as more storage capacity would become available in existing storage
and pipeline infrastructure.

Storage could be used for renewable gases

Some submitters felt that storage facilities, such as depleted gas fields, should be used to store
renewable gases, including biomethane, synthetic natural gas and blended hydrogen, not just natural
gas.

Ideally, the government should not have a direct role in the gas storage market

The majority of submitters felt that, ideally, the government should leave it to the market to find the
optimal gas storage arrangement. However, they called on the Government to clearly signal its policy
direction and appropriately use established market mechanisms such as the ETS to guide investment
decisions. They expressed different views on what the guiding policy direction should be — support
for continued gas supply or a rapid transition away from gas.

The Government may need to support investments in storage

Some submitters felt that if the Government pursues a rapid phase out of gas, they may need to
support or buy out investments in gas storage to make up for the lack of an ongoing business case. A
few suggested that Government investment in gas storage may be justified because it would have
substantial public benefits.

A minority believed that the Government should instead invest in alternative, low emissions energy
storage solutions.

Most submitters did not support LNG importation

We asked submitters whether they agreed that LNG importation is not a viable option for New
Zealand. Out of the 24 submitters who responded, 16 explicitly expressed agreement that LNG
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importation is not a viable option, 5 did not explicitly agree with the statement but were clearly
unsupportive of LNG import and 3 either explicitly disagreed or showed support for LNG import.

The reason given by several submitters for why they did not see LNG import as a good solution for
New Zealand was because they saw it as unnecessary. They expressed the view that New Zealand has
a sufficient domestic supply of natural gas or that New Zealand could instead phase out natural gas
and replace it with renewables.

Several submitters did not consider LNG import the best available option because they believed it
would have relatively poor outcomes for the energy trilemma — ie energy affordability, emissions and
security. They expected imported LNG would be more expensive than domestic gas, and would
require large investment in infrastructure without benefits to local economy and employment. They
also expected imported LNG would have higher emissions intensity than domestic supply and saw
security of supply risks associated with relying on imported LNG due to distance from suppliers and
competition with larger markets.

Some pointed to gas storage is a better option, which could provide additional system flexibility at a
lower cost.

Submitters saw risks if New Zealand’s gas markets were tethered to the international price of gas.
They expected that it would lead to higher and more variable gas prices, and that the price increases
and volatility would make it difficult for major gas using industries to compete internationally,
leading to de-industrialisation and reliance on imported products. They also expressed concerns that
price escalation and volatility could flow through to electricity markets.

Reasons given by the few that saw a role for LNG importation were that it could provide a small scale
and flexible option to support energy security and that it would be cheaper than some other options
proposed by the Government, such as the Lake Onslow pumped hydroelectric scheme. A couple of
submitters suggested that imported gas could become competitive with domestic gas as domestic
production declines and international prices stabilise. However, even these submitters expressed a
preference for using domestic gas supply, rather than relying on imports.
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Iwi and Maori views

We received submissions from Nga Iwi o Taranaki, Te Rinanga o Ngati Mutunga and Waikato Tainui.

The submission submitted by Nga Iwi o Taranaki was a joint submission on behalf of Nga Iwi o
Taranaki and the Individual Post Settlement Governance Entities (PSGEs) of Taranaki: Te Riinanga o
Ngati Ruanui, Te Kaahui o Rauru, Te Korowai o Nga Ruahine, Te Kahui o Taranaki Trust, Te
Kotahitanga o Te Atiawa Trust, Te RGnanga o Ngati Mutunga, Te Runanga o Ngati Tama and Te Kahui
Maru.

This submission noted the relevance of the natural gas transition to the Taranaki region due to the
number of existing petroleum exploration and production sites. The response focused on the
potential role of carbon capture and underground gas storage:

“Whilst we understand the need for upstream producers to capture and lower their
emissions, there is a fundamental conflict for iwi and hapi with re-injecting emissions and
renewable gases like biomethane and green hydrogen into depleted reservoirs. This stems
from the continued grievances held by iwi and hapd in relation to WAI796 and the ongoing
“use” of Papatddnuku in this manner.”

The PGSEs set out their expectation that cultural and environmental matters are prioritised over
economic, and that, in collaboration with impacted iwi and hapd, alternate storage options are
explored and considered ahead of well reinjection. They welcomed the opportunity to collaborate
with MBIE on the development of the final Gas Transition Plan.

The individual response of Te Riinanga o Ngati Mutunga set out exactly the same views regarding the
Gas Transition Plan as expressed in the above joint submission.

Waikato Tainui expressed the view that natural gas will continue to be required to play an important
peaking and firming role in the electricity generation market until alternative options are viable and
available.
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Other comments

Submitters wanted to see more information and analysis

Submitters identified several other issues and topics they considered should be explored further in
the next discussion document, including:

e Transition pathways and likely timeframes

e More comprehensive options analysis

e More specific information about the impact of different pathways on businesses, GDP, jobs,
exports.

e More detailed assessment of alternative technologies, eg the marginal abatement cost of
renewable gases and CCUS.

Submitters indicated that the above information should be obtained through data collection and
engagement with businesses.

There are opportunities for better coordination and engagement

Some submitters thought the Issues Paper was influenced too heavily by the gas industry. Others
called on the Government to seek more gas industry input.

A few called on the Government to integrate better with other agencies, such as the Ministry for the
Environment, or to establish a new Ministry to coordinate energy and climate change actions,
following examples in the United Kingdom and Australia.

Engagement with Mdori should be at the forefront of the gas and wider energy transition

A few submitters emphasised the importance of achieving consent from local communities,
particularly Maori, for regional energy projects. They saw this engagement as crucial because it
acknowledges land rights and results in the best outcomes for communities. They saw a role for
Government in working with local communities and iwi, and also in helping to train international
developers in things like iwi relationship building.

The Gas Transition Plan should give more consideration to the workforce

A few submitters commented that implications for the gas workforce require further investigation
and planning, including looking at immigration and education settings, and connecting oil and gas
workers with other opportunities. For example, Powerco said that:

“a vibrant renewable gas industry has the potential to create up to 6,000 regional jobs.”
Some believed an energy strategy should be in place before making a Gas Transition Plan

Some submitters thought that it did not make sense to put a Gas Transition Plan out before an
energy strategy. They believed it was necessary to first consider domestic manufacturing sector,
circular economy, jobs, workforce, and regions as part of a broader energy strategy.
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List of submitters

Submitter Name Submitter type

Energy suppliers

Greymouth Gas Upstream
OMV New Zealand Upstream
Todd Energy and Nova Upstream

Contact Electricity generator
Genesis Electricity generator
Mercury Electricity generator
Meridian Electricity generator

Clarus (formerly Firstgas Group)

System operator/transmission grid owner

Powerco System operator/transmission grid owner
Transpower System operator/transmission grid owner
Vector System operator/transmission grid owner

Wellington Electricity

System operator/transmission grid owner

Industry representatives

Ballance Kapuni

Large gas user

Fonterra Large gas user
Methanex Large gas user
NZ Steel (NZPI) Large gas user
ALENZ Large electricity user
Air NZ Commercial gas user
Rhinogroup Commercial gas user

BusinessNZ Energy Council

Industry Association

Carbon and Energy Professionals NZ

Industry Association

Energy Resources Aotearoa

Industry Association

GasNZ

Industry Association

Horticulture New Zealand

Industry Association

Infrastructure NZ

Industry Association

Major Gas Users’ Group

Industry Association

Major Electricity Users' Group

Industry Association

Master Plumbers

Industry Association

New Zealand Wine

Industry Association

NZ Green Building Council

Industry Association

Bluecurrent (formerly Vector Metering)

Energy business

Captivate Technology

Energy business

Ecogas

Energy business

LMS Energy

Energy business

NZ Energy Certificate Systems

Energy business

Toitu Envirocare

Energy business

Weora

Energy business

Community and interest groups

Nga Iwi o Taranaki and Taranaki PSGEs Iwi/Hapu
Te Runanga o Ngati Mutunga Iwi/Hapu
Waikato Tainui Iwi/Hapu
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350 Aotearoa Environmental group

Climate Justice Taranaki Environmental group

Environment and Conservation Organisations | Environmental group
of NZ

Environmental Defence Society Environmental group
GoEco Environmental group
Bioenergy Association NZ Interest group
Consumer NZ Interest group
Taranaki Offshore Partnership Interest group
Murihiku Regeneration Interest group
National Energy Research Institute Interest group
Oxfam Interest group

PSA Interest group

Te Waka, Waikato Economic Developement Interest group
Venture Taranaki Interest group
Experts and specialists

Beca Consultancy

JGP LTD Consultancy
Anonymous Academic

University of Auckland Academic

University of Canterbury Academic

Government entities

GNS Science Te Pu Ao Crown Entity
Worksafe Regulator
Dunedin City Council Local Government
Hutt City Council Local Government
Taranaki Mayoral Forum Local Government
Waikato Regional Council Local Government
Western Bay of Plenty District Council Local Government
Individuals

12 submissions, names kept anonymous
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