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ChanceryGreen

Environment Law and Sirategy

Facsimile

Tor Electricity Authority ‘ From: Karen Price
LA O'Gorman - |
Buddle Findlay | | . Pages: 5

Fax: 00358 2055 | | | " Date: SAugust 2011

Subject: THE NEW ZEALAND REFINING COMPANY LIMITED
(coum FILE REFERENCE: CIV-2011-485-1371, CIV-2011-485-1372, CIV-2011-485-
1373) |

Important - Nolice of eonfldentlal Infnrmnhun

This facaimile and il& conlents are for (he named person'a usa only. It may conlain confidenlal, proprietary or legally privileged infermatlon, No
confdenliality or prvilege is walvad or lost by any mis-lransmission. IF you racsive Ihis Tacslmlle In error, please dealroy or ralum all coplas of It

. and Immedlately nolify the sender. I you are nol the [nfended reciplent, you muat nat, diraclly or indlrecliy, use, disclogse, distribule, or copy any
parl of lhis message - any unaulhorised usa I8 exprassly pmhlblled )

We act for The New Zealand Refining Company lelted in respect of the above
proceedings. : :

.Please see the attached documentation filed in the High Court today.

Yours faithfuily
ChanceryGraen

z &-@Mﬂ

Karen Price -
Partner

Gontact: Karen Price ddl; +64 9 357 0330
karen.pri 0an.con
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IN THE HIGH COURT OF NEW ZEALAND - CIV-2011-485-1371
WELLINGTON REGISTRY ' R CIV-2011-485-1372
: : - CIV-2011-485-1373
' UNDERTHE  Electricity Industy Act 2010
INTHE MATTER.  of appeals under section 64 of the Rlectricity Industry Act 2010
~ intespect of a Final Decision of the Electricity Authority-that
_ an Undesirable Trading Situation developed on 26 March 2011
INRE | BAY-OF PLENTY ENERGY LIMITED
-Appel]ant |
TODD ENERGY LIMITED

. Appellant .
INRE CONTACT ENERGY LIMITED
Appellant )

IN RE ' GENESIS POWER LIMITED

“Appellani

MEMORANDUM ON BEHALF OF
THE NEW ZEALAND REFINING COMPANY LIMITED

8 August 2011

‘ Cuunsel for The New Zealand Relining Cumpnny Limited:
K RPrice . -
ChanceryGreen
" PO Rox 106202, Auckland 1143
Telephone: 64- 53570600 Facsiinile: 64 03570340
Email:karen priceg@chancerygreen com
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MAY IT PLEASE THE COURT:

‘Background 4

This memorandum is ﬁled in mspect of appeals lodged pursuant to s64 of the
Electricity Industry Act 2010 against t_ha Final Decmlon of: the Electricity
Aluthority (Authority) released on 15 I uné 2011 and/or those patis of a frther
decision of the Authority released on 4 July 2011 mgmdmg an Undesirable
Tradmg S1tuat10n (UTS) on 26 Mar ch 2011 (the Decision).

Appeals against the Decigion have been filed by Ba,y of Plenty Energy Limité-:_i
and Todd Energy Limited, Contact Energy Limited, and Gehesis Power Limited
(Com’t file reference numbers: CIV-2011-485-1371; CIV-ZDII 483- 1372 and
CIV-2011 485-1373), (togethe1 the appeals)

heard, or seek respondent status in the proceedings, must file notices by Spm ot
Moriday 8 August 2011, '

NZRC was one of the complainants o the Authority in 1espect of the. UTS on
26 March 2011. It -wés,_ subsequently issued with statutory information requests

3/h

. The New Zealand Reﬁning Company Limited (NZRC)‘underétands fljom the
. Court Minute dated 25 Tuly 2011 that any entities who wish to appear and be

- by the Authority requiring it to pl'o‘)idc information_for the purposes of .

investigating the UTS of 26 March 2011 NZRC did so and provided written -

 submissions to the Authority. NZRC is ditectly affected by the Decision of the

Authority and the outcome of these appeals.

NZRC considers ﬂ_mt the conduct of Genesis on 26 March 2011 threatened
trading on the whDIe.saIe.mal'ket for ‘electricity, as found by tﬁe Authority. In
particutar, NZRC considers that the market events of 26 March 2011 led to
unreasonable spot electricity pricing during this period that was unpmcedented

and unreasonable,

The pncmg on 26 March 2011 was . well beyond what NZRC would reasonably

expect 10 pay withini a competitive electnmty market and it considers suc,h
behaviour underinines faith i in the elecmmty market. The UTS w1II potentml[y
msult ina mgmﬁcant financial penalty for NZRC, Further detail on the effect of

th1s pr 1cmg is addressed at pm agmph 12. below
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NZRC’S Marsden Point Refinery Operations - Electricity Supply

475

NZRC’s Marsden Point R,eﬂnetjf produces petrol, diesel and jet fuel for .

'consumptlon thmughout the country. NZRC produces 100% of the Northland

region’s road transport and aviation fuel requlrcmcnts approximately 92% of.

the Auckland leglon 5 needs, and appr oxmately 70% of the country ] fuel

' 1equ1remcnts

Tle Northland region and the national economy are heavily depehdent on the

. continuous operation of the refinery and the Refinery to-Auckland Pipeline.

NZRC is also deemed a ‘lifeline utility’ pursuant to the Civil Dofencs
Emergrency Minagement Act 2002,

NZRC’s continyous operations are critical to keeping New Zealand supplied

with quality. transport fuel. The NZRC refinery must run continuously in order

to meet consumer demand and ﬁccdrdingly,- NZRC has very limited ﬂexibility.in o

its operations to reduce electrical load during normal operations, Reducing.'

electrical load would ultlmately mqmte NZRC to shut down its- refinery over a
number of days and could incur significant cost and risk to New Zealand’s

domestic fuel Supply

A_.Iong term disruption in electricity supply (longer than 10 minutes) is

considered severe and would result in all équipment other than steam boilers

and steam turbine driven equipment shutting-down. ‘Sequential start-up of all

eduipmenf would then be J'equircd,‘Which ‘would need to progress over several

day-rs'.. Lost produbtion from NZRC's refinery could be replaced by impotted

four to six-weeks and some shortfall would therefore be unavoidable. Thgrg' is

also the potential under these cireumstances for refinery customer operatiors

* and revenues (the majot oil companies) to be impacted by lost produetion.

NZRC was first notified by its spot supplier of the UTS and its impact on prices
on 28 March 2011. Accordingly, NZRC was unable to take action on 26 March -

2011 to mitigate its exposure to the resulting electricity pricing as it did ot
have knowledge of the applicable ptiging on the electricity market prior to {le
UTS. | |
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Financiﬂ[ Impact to NZRC of.Mﬁl"ketEvents of 26 March 2011

12, . The full extent of the financial impact to NZRC’s business du¢ to the UTS is
~ estimated to be in the order of $3.2 million dollars, based on preliminary market
pricing. This equates to approximately. 10% of NZRC’s total expected amnual

 electricity cost.

13. Asa coné&quence of cost constraints, NZRC does not seek respmndént- status
the proceedingg, nor does it intend to appt:ar and be heard in relation to the
appeals or the application for a stay of the Decision. quever,. NZRC wishes 10

 record that it supports the Decision of the Authority.

14, NZRC is willing to provide any farther information to the Coutt on the above
matters as required. ' o
Date: 8 August 2011

- Signature: -

' Karefi Rosemary Price

Counsel for The New Zealand Eefining
" Company Limited - o

This document is filed by Karen Price, of Chanc:eryGreen,-.counsc'l for The New
Zealand Refining Company Limited, The address for service of The New Zealand -
Refining Company is, Level 1, 11 Bacons Lane, Chancery Square, Auckland.

Documents for service may be left at that address or may be;
a.  Posted to counsel at PO Box 106 202, Auckland, 1143; '

b _Tl'ﬁ'ﬁsmittedjo counsel by facsimile at 09 357 0340;

¢.  Emailed to counsel at karen.price(@chancerygreen.com
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