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ENERGY CONSULTING

Strata Energy Limited specialises in providing services relating toehergy industry

and energy utilisation. The company, which wasldisteed in 2003, provides advice to
clients through its own resources and through svaorkt of associate organisations.
Strata Energy’s consulting division, Strata Ene@gysulting, has completed work on a
wide range of topics for clients in the energy seirt both New Zealand and overseas.

More information about Strata Energy can be foumdvayw.strataenergy.co.nz

This submission was prepared by:

Stephen Drew

Director

Strata Energy Limited

Level 2, 95-99 Molesworth Street
PO Box 12-332

Thorndon

Wellington

Phone: +64 4 890 5294

Fax: +64 4 471 0319

Mobile: 021 634 880

Email: stephen.drew@strataenergy.co.nz

While Strata Energy Consulting Ltd will use all reasonable endeavours in undertaking contract research and producing reports
to ensure the information is as accurate as practicable, Strata Energy Consulting, its contributors, employees, and directors
shall not be liable (whether in contract, tort (including negligence), equity or on any other basis) for any loss
or damage sustained by any person relying on such work whatever the cause of such loss or damage.
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Submission on the draft New Zealand Energy Efficiency and
Conservation Strategy

Thank you for the opportunity to provide commend arput into the development of
this energy strategy for New Zealand. Strata Enkmgyted (Strata Energy)
considers that the completion and implementatioth@fcombined Draft New
Zealand Energy Strategy to 2050 (NZES) and the Keatand Energy Efficiency
and Conservation Strategy (NZEECS) are vital fowNealand’s economic and
environmental well being. It is very important thiate is taken to develop the
strategies into documents that can be appliedipafigtand take New Zealand
towards a sustainable energy future.

Strata Energy provides consultancy services toggretakeholders in New Zealand
and overseas. The company’s directors have deeagierpe in the energy industry
from both supply and utilisation perspectives. WWea@eveloping platforms that will
enable distributed generators to gain easy, lowamess to the wholesale and retail
electricity markets and thereby provide the opfmmthem to remain independent.
We are also developing capability in the identiiima and management of carbon
footprints and the implementation of credible carloéfset projects.

Strata Energy is pleased to provide the followirggalssion on the Draft NZEECS.
Overview

1. The vision, defined in the NZEECS, towards a suastale low emissions energy
system is definitely heading in the right directfon setting New Zealand’s place
in the challenging global response to climate ckafgrata energy supports and
shares this vision.

2. New Zealand is fortunate to have diverse sourcgsiofary energy that provide a
secure supply based on a high proportion of renewralsources. The draft
strategy identifies these sources and their avéiilaim the future. It will be
important to develop an understanding of the appatgbalance of renewable
and non-renewable primary energy sources thatmalle us closer to
sustainability and yet ensure secure and relialpelges for the generations to
come.

3. Strata Energy considers that an important aspezinational energy efficiency
strategy is how the existing benefits and advarstagk be captured and used to
deliver the wider national good policy objectivAs. our wealth creating
industries face the increasing challenges of mgeha climate change
requirements of geographically distant marketwilitbe important to support
them by making available the advantages of locatiddew Zealand. This will
include guidance in energy efficiency, renewablergy supplies and carbon
footprints. The draft NZEECS does not provide sufficient linkags with other
key policies such as the Growth and Innovation Framwork.
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4. We consider that the ‘Increased energy productivityndustry’ section is the
most important as it underpins the economy and @DRith and should reflect
the recent progress made by New Zealand businés&eave focused our
submission on this section.

5. The relatively low price of energy has produceceception that it has low value
and can be wasted. New Zealand along with all dgesl countries shares this
vice'. The full value of energy, including the costhe environment, must be
seen by consumers before the virtues of increaseximent in sustainable and
wise use of energy becomes established practi@a3nergy supports the use of
markets and economically efficient pricing to aeki¢his outcome.

6. An efficient market must incorporate the dynamitbath the supply and
demand-side. New Zealand’s electricity and gas etarkave developed a supply-
side bias, favouring the development of large supjale investments over the
smaller distributed demand-side response. Genelatjysupply-side players have
the resources to protect and promote their interéss the smaller players that
need the support of Government through the NZEEH®8.NZEECS does not
address the development of Distributed Energy Resotes (DER) sufficiently
and appears to consider that sustainability can bprovided through the
development of major renewable energy projects. Thiis not the case,
sustainability and reliable supply can only be actaved by releasing the full
potential of DER.

7. Capturing DER will require significant policy, gavence and market
development to provide an efficient and effectiraniework. Currently, in the
electricity market, responsive demand can onlywapa proportion of the
benefits it delivers. The distributed nature ofstheesources means that
aggregation is required and our market operators Hdficulty in accepting that
the delivery of such resources has occutrétle NZEECS does not provide
sufficient ‘teeth’ to bite through the barriers that exist to DER.

Key points

8. The action plans are very light in analysis anshdbdemonstrate the accelerated
activity needed to beat Business as Usual growie.NZEECS does not
include ambitious challenge or stretch reflected irthe action plans.

9. Itis possible to reduce emissions substantiallpag as there are managed
actions across all areas. The question is how &ubishould the reduction
targets and resulting commitments to investmentdeZzonsider that the
‘Increased energy productivity in industry’ sectisrthe most important.

! An example of wasteful energy use is the growiegd for the use of direct heating for externahare
in both commercial and residential sectors. Theskide decking heaters and the heating of external
terraces of cafes and restaurants.

2 For example; generators get paid through the icigananager for the electricity they generate and
supply to the wholesale market but a provider ahded reduction (which also releases energy to the
market) does not.
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10.This strategy is a good first step but to get tlak®at to work, both technology
solutions appropriate to New Zealand’s unique $ibmeand the associated
finance must come together to implement the latgeber of projects required.

11.Up to 2012, we do not need new technology breatdtyins to make progress but
need the money and resources to get the simplgstinnplace such as more
trained people and increased uptake of insulatigs, efficient vehicles, lighting
and industry best practice programmes for motoliegpons and heating
systems.

12.More projects will be needed between the public iihte sectors to provide the
step-change in accelerated activity.

13.Keys to success will include far more emphasis easurement and verification
of energy use linked to carbon emissions througlaacked metering and
monitoring. Also targeting techniques with the fe@n reporting a continual
reduction in carbon emissions. Both businessegaogle need access to the
tools and guidance in how to use them.

14.Currently, New Zealand has very limited engineeemgerience, at a professional
and trades level, in both energy efficiency anckveable projects and what we
have is very fragmented in different companies @génisations in both the
private and public sectors. We need to think spaitbout how we can increase
capability over the next 5 years, for example tgtomajor up-skilling and
demonstration programmes.

15. People, through their consumer purchasing powertrer untapped resource in
tackling climate change. It is important that peopte given some clear direction
in their choice of products, business actions #daestyles. The new concept of
Carbon Reduction labelling, just launched in the UK, could starbtave an
impact on consumer behaviour.

Increased energy productivity in industry

16.Industrial carbon abatement opportunities arecalitio maintain the international
competitiveness of our industries. They also previte main area for robust
carbon emission reduction projects. We considdr tha

a. There is substantial scope for energy savings basdxkst practice
and good process engineering. Fonterra has praiethtough their
energy reduction project initiative.

b. The challenge is to beat BaU growth with a demerstf reduction in
carbon intensity.

c. The feasibility of achieving results in industryhigher relative to
other sectors, especially through to 2012.

d. Projects require standardised monitoring systemsgort emission
savings.

e. The projects will be financed by rational investarsl must meet
economic criteria.
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f. Carbon trades will implications and showing redgazarbon
footprints will be a key component for marketingoert products.

17.*Making this happen” will require more ambitiousrtking and planning with
the private sector. This will be considerably witlean just the present BaU
EECA programmes presented in the plan. For exarnip¢efeasible to achieve
a portfolio of industrial energy efficiency projedaelivering ove0.5 MtCO,
per year savings by 2012t less than half the costs of other renewable
supply-side optiondt does need accelerated activity to achieve such a
ambitious target from the private sector.

18. A growth area is the use of renewable energy bystrg, some worked
examples are needed in how this could be achieved.

In Summary

19.We believe a new “Making it happen” initiative iseded to help New
Zealand’s industries keep step with their compegisoound the world. The
action plan must deliver this guidance from Govegntro produce the drive
to achieve a low carbon economy in New Zealand.

20.The next document should be more positive abounigakction in reducing
emissions and start to introduce some fundamestalusiness challenges
about a carbon constrained world.

21.A whole of energy system approach is key rathan thatrategy around

certain technologies and on-going programmes wimai or may not prove
to be appropriate through to 2050.
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