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Feedback on Level Playing Field measures 
 
Nova Energy (Nova) welcomes the opportunity to provide feedback on the Electricity Authority’s (the 
Authority) consultation into Level Playing Field Measures. Nova supports well-designed policy that 
promotes competition and efficiency in the electricity sector.  The current market stress is the result 
of broader structural factors rather than a failure of the vertically integrated business model. 

The recent tight market conditions have primarily been driven by external and transitional 
influences—including global fuel supply and other disruptions from COVID-19, constrained 
domestic gas reserves, contractual uncertainty around Tiwai Point, and government policy targets 
for 100% renewable electricity amongst others. These conditions—not the presence or structure of 
gentailers—have created challenges in the market, regardless of the number of competitive 
gentailers or retailers. 

Economic evidence supports vertical integration as an as an efficient business model in 
competitive markets that provides long term benefits for consumers, particularly in capital-intensive 
industries like electricity. It enables better risk management, supports long-term investment, and 
contributes to lower costs for consumers through reduced costs of capital. These benefits are not 
just anecdotal but well supported by academic literature and economic research which Nova 
references in this submission. 

In essence, regulating for a level playing field between vertically integrated gentailers and 
independent generators and retailors would result in a higher cost of electricity for consumers 
rather than lower. 

The real issue to be addressed is the increasing concentration of ownership in dispatchable 
renewable generation. The ability for thermal generators to compete and maintain downwards 
pressure on price is being reduced due to both reducing fuel availability and decarbonisation 
policies. This was one of the important conclusions of the MDAG in the 2022 Price discovery under 
100% renewable electricity supply paper. Since 2022 the environment for new dispatchable 
generation options has deteriorated with fuel shortages for gas fired generation in particular such 
that there is reduced ability for that capacity to provide competition and contestability to the large 
hydro based providers.  

Ensuring fair and competitive access to dispatchable generation resources—rather than targeting 
the gentailer model—will better serve competition and consumer outcomes. In Nova’s view the 
focus should be on identifying and ensuring the barriers to development are low for investment in 
new and existing sources of dispatchable generation. Phased, proportionate measures, such as 
super-peak contracting obligations, where the amount of super-peak power is ideally tied to the 
actual flexibility available to each of the relevant parties, can support market confidence through a 
proportionate allocation, without disrupting the fundamentals that enable investment. 

Thank you for considering Nova's feedback. Nova looks forward to continuing contributing to the 
Energy Competition Task Force initiatives. 



 
Yours sincerely 

 

 

 

 

 

 

 































Appendix: Comparing internal transfer prices with a rolling portfolio of 5-year ASX futures contracts 

1. Constructing a portfolio of CFD’s/futures from the Wholesale market to provide a basis for ITP’s 

 ASX prices are taken mid reporting year (December 31st) on a rolling basis where 20% of volume is covered using baseload ASX OTA 
prices adjusted to central a north island node (BPE2201). 

 Prices are weighted by quarterly load, and 
 4-year out ASX prices are double-weighted as ASX prices do not go out 5 years. 

 

The following chart just to illustrate how the price each year is a construct of the previous years’ 5-year baseload hedge contracts 

 

 “t” refers to contracts purchased for the coming year (purchased on December 31st of 2024 for 2025 calendar year, “t-1” refers to contracts 
purchased a year prior, etc. as it would take 5 years to build up the hedge book, 5 years of data is required before we have full coverage. 
Therefore, the price path begins in 2020 and ends in 2025 (2026 has 80% coverage and the rest will be realized on December 31st of 
2025). 

 



2. Gentailer published ITP’s vs hedge portfolio 

The following chart illustrates that a 5-year rolling portfolio of ASX electricity futures provides a reasonable match with the Internal Transfer 
Prices (ITPs) published by Contact Energy, Genesis Energy, Mercury Energy and Meridian Energy. This suggests that the ITPs are consistent 
with the hedge market as OTC hedges prices also tend to be consistent with the ASX market. 

The retailing arm of the gentailers will likely not always adjust their retail pricing in line with the change in the ITPs as that may depend on a 
number of internal factors. 

 

Notes to the chart: 

 The gentailer ITP data is acquired from the ITP benchmark Tableau dashboard provided by the EA 

 ‘2024’ here represents the value provided for 2023/24) 

 2024-dated ‘Gentailer AVG’ includes the numbers provided by Meridian and Genesis in their respective integrated annual reports as 
they are clearly presented. 

 
1 Vertical integration, peaking plant commitments and the role of credit quality in energy-only markets - ScienceDirect  




