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Dear Rob and the Electricity Authority Team 

 

Level Playing Field: Consultation Response 
We thank the Electricity Authority (EA) for considering whether ‘levelling of the playing field’ is 
required in respect of access to New Zealand’s flexible generation base and its ability to 
provide protection against price volatility, and for the opportunity to respond to your 
consultation paper on the subject. 

Problem statement: We agree with the EA that lack of access to flexible generation poses a 
real threat to competition in both the generation and retail sectors, and thereby a threat to New 
Zealand’s electricity system meeting long-term demand growth in the most efficient way. 

Assessment of proposed solution: However, the non-discrimination obligation proposed by 
the EA may have limited impact in addressing this problem. Specifically, the hedge products 
required by many new market participants are likely to be so fundamentally different from any 
hedge products that gen-tailers deploy internally, that an obligation for gen-tailers to offer 
other parties hedges resembling their internal hedges is of little value to those third parties. 

This concern is especially focused on the hedges required to support new renewable 
generation (such as wind and solar); other parties will be better placed to comment on the 
merits of the EA’s proposal in supporting retail sector development. 

The EA’s consultation paper states that the level playing field measures are intended to 
(amongst other things) help market participants manage financial exposure to volatile 
wholesale electricity and help new generation investors access stable revenue streams through 
long-term PPAs. To be more specific, we assert that if the level playing field measures worked, 
then efficiently priced hedges would be available in the two following situations: 

A. The most meritorious generation development in the market at a given time would be able 
to obtain a long-term price hedge, regardless of whether the promoter of that development 
was an incumbent gen-tailer or an independent party. 

B. A major user seeking to purchase from a new generation project, whose load profile was 
not a perfect half-hourly match to the generation, would be able to obtain a long-term 
hedge to manage this mismatch, thereby facilitating price certainty for user and generator. 

Notably these hedges are fixed price variable volume, where the volume is variable in respect 
of a weather-dependent intermittent generator (or potentially a small portfolio with strongly 






