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OVERALL MARKET SITUATION 
 
Upstream natural gas pricing remains elevated as natural gas continues to be used to support the electricity system 
as hydro storage remains lower than average levels for this time of year. Upcoming outages of both Kupe in 
November and Pohokura in March next year continue to keep wholesale gas price high. Retail raw gas pricing 
continues to be around $9/GJ. 
 

 
 
Conversely LPG pricing appears to remain consistent across the board, however some suppliers are taking very 
different views to others when it comes to bulk pricing and longer-term contracts. 
 
Upcoming changes to the Gas Transmission Access Code (GTAC) has been delayed until the end of the year as more 
work has been required in making the final recommendations. 
 
 
Government Policy and Reforms 
 
Following the ban of new offshore oil and gas exploration, the current Labour led Government has set a target for all 
electricity generation to be from renewable resources by 2035. Around 30% of New Zealand’s natural gas production 
is currently used for electricity generation. 
 
Electricity Authority data shows that of 4125 MW of proposed new generating plant to have already been approved, 
2535 MW is wind, 553 MW hydro, 355 MW geothermal. Only 460MW is gas - being the Nova Energy peaking plants 
at New Plymouth and Otorohanga. 
 
The Gas Industry Company has responded to the Climate Change Response (Zero Carbon) Amendment Bill and has 
suggested that more upstream gas investment will be required to support the growing production of intermittent 
renewables. This view was also held by the interim climate committee report. 
 
While the GIC expects baseload gas fired generation to exit over the next 5 years, fast start peaking plants will 
play an important role. However, questions around deliverability remain as Maui enters its end of life phase and 
Pohokura has moved past its peak. Gas prices are picked to fluctuate around current levels in the medium to long 
term. 
 
Further reading of the GIC Long term gas supply and demand scenarios – 2019 update can be found below. 
https://www.gasindustry.co.nz/dmsdocument/6588 
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Emissions Trading Scheme (ETS) 
 
The stationary energy, industrial processes, and liquid fossil fuels sectors joined the ETS scheme in July 2010, and 
since this time all retailers have been passing these related costs on to their customers.   
 
ETS charges reflect the price of carbon emitted being capped at $25 / tonne, credits are required to offset carbon 
emitted. While the price per tonne remains capped it is expected this will be lifted in time and carbon liabilities will 
be based on the prevailing wholesale market price. 
 
The below graph illustrates the market cost of New Zealand Unit (price per tonne CO2). 
 

 
 

Source – www.commtrade.co.nz 


