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Executive summary

Demand for electricity is increasing with population growth, rising incomes and new technology powered by electricity. The combination of growing demand and the need to provide electricity in environmentally sustainable ways gives increasing importance to the development of renewable energy.
A main issue confronting renewable energy is the concern that renewable electricity generation is being unduly impeded by variable provisions in local plans and policies and changing attitudes to environmental degradation. This has resulted in increased consenting costs and resource consent conditions that can reduce the efficiency of renewable generation and possibly require further generation capacity to be built. Specifically this means:
· There is potential for inconsistent recognition through the RMA decision-making process for the nationally (globally) significant benefits of renewable electricity generation capacity in New Zealand;
· Until recently, local authorities have not, in general, developed specific policies to address renewable electricity generation (this includes landscape and wind assessment plans);
· The lack of policy guidance across much of New Zealand in relation to renewable electricity generation can hinder investment in future technology;
· Costs and processes associated with resource consent acquisition can discourage investment in smaller scale projects that tend to have less significant adverse effects;
· Consenting of existing renewable generation activities can be unnecessarily onerous; and
· Projects may be becoming increasingly difficult to consent.

The following evaluation of the proposed NPS on Renewable Electricity Generation has been completed in accordance with section 32 of the Resource Management Act 1991 (RMA). A section 32 evaluation requires four inter-related examinations:

· The extent to which each objective is the most appropriate way to achieve the purpose of the RMA;

· Whether, having regard to their efficiency and effectiveness, the policies, rules or other methods are the most appropriate for achieving the objectives;

· The benefits and costs of policies, rules or other methods;

· The risk of acting or not acting if there is uncertain or insufficient information about the subject matter of the policies, rules or other methods.

Following is a summary of the section 32 evaluation.
To what extent is the Objective the most appropriate way to achieve the purpose of the RMA? 

The Objective of the NPS is  “to recognise the national significance of renewable electricity generation activities by providing for the development, operation, maintenance and upgrading of new and existing renewable electricity generation activities, such that the proportion of New Zealand’s electricity generated from renewable energy sources increases to a level that meets or exceeds the New Zealand Government’s national target for renewable electricity generation”.
The Objective has been found to generally represent the most appropriate way to achieve the purpose of the Act. It is considered that the Objective appropriately reflects the importance of electricity generation to the achievement of the Act’s purpose. It appropriately seeks to provide for renewable electricity generation activities which is consistent with the priority set under section 7 (j).  Doing so will also help to reduce New Zealand’s carbon emissions, reduce our dependence on fossil fuels and limit liabilities on the international carbon market.  
Are the policies proposed the most appropriate for achieving the Objective? 

Overall, it is considered that the policies will be effective in achieving the Objective. In particular, the directions apply appropriately to both policy/plans and approval decision making. Also the strength and clarity of the policies are appropriate. 
Effectiveness 

The Table summarises each policy’s effectiveness in relation to the Objective.

It is considered that overall the policies will be effective.  However, specific matters have been identified in relation to a limited number of policies.  Risks also exist in relation to policies in section E depending on how the qualifier 'to the extent applicable to the region or district’ is interpreted. As expected individual policies are not fully effective on their own.

	  

	 Summary of effectiveness 

	Policy / Statement of Intent
	Elements of the Objective
	Effect on 

	
	Recognition of the national significance of renewable electricity generation 
	Provision for renewable electricity generation activity
	Attainment of the current national target
	Impacts on council plans
	Impacts on resource consents & designations
	Policy strength & clarity

	A
	(
	½ (
	½ (
	(
	(
	½ (

	B.1
	Indirectly
	(
	(
	(
	(
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	C1
	Indirectly
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	Indirectly
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	appropriate to content
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	(
	Indirectly
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	Strength eroded by changes from BOI recommendation

	E1E1
	Indirectly
	(
	Indirectly
	(
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	½ ( Some risk of inappropriate variation

	E2
	Indirectly
	(
	Indirectly
	(
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	½ ( Some risk of inappropriate variation

	E3
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	(
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	(
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	½ ( Some risk of inappropriate variation

	E4
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	(
	Indirectly
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	N/a
	½ ( Some risk of inappropriate variation 
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	(
	N/a
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	H1
	(
	(
	Indirectly
	(
	N/a
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	H2
	(
	(
	Indirectly
	(
	N/a
	(

	Monitor & review the NPS
	Indirectly
	Indirectly
	Indirectly
	N/a
	N/a
	½ ( strength eroded by ‘should’ 

	Source:
NZIER and Harrison Grierson

	


Efficiency

The quantifiable benefits of the NPS and its policies stem largely from avoiding reductions in renewable generation capacity and consenting costs for generators. Some of these benefits may be passed on to electricity consumers as improved efficiency. 
Two potentially large unquantified benefits are reduced carbon emissions into the atmosphere and the Government’s proactive stance by establishing the policy mechanisms to reduce greenhouse gas emissions in advance of an international agreement. The latter will aid government as it seeks to act quickly once an agreement that limits greenhouse gas emissions is signed.  

The costs of the status quo are likely to increase over time as more renewable electricity generation capacity is developed with or without a NPS. As a result, the benefits of ironing out undue impediments through an NPS may accrue over time.

	

	Summary of the costs and benefits of the Proposed NPS

	Group/resource 
	Explanation 
	Costs/benefits

	Benefits 
	
	

	Environment 
	Potential small benefit of the reduction in greenhouse gases
	Potential small benefit can not be properly costed 

	Generators (large)
	Large benefits mainly from increasing generation capacity  
	Potential large quantifiable benefit of $13.2.m 

	Generators (small)
	Medium benefit from improve consenting and re-consenting processes
	Potential quantifiable benefit of $1m

	Government
	Some benefits will accrue from being proactive internationally 
	Potentially a large benefit but not properly costed

	
	Reduction in advocacy costs on renewable energy after 2016
	Potentially a medium quantifiable benefit of $1m

	Consumers
	A small benefit from reduced upward pressure on prices
	Potential small benefit not properly costed

	Land owners 
	A small benefit from renting of land for renewables use
	Potentially a small benefit uncosted

	Local government
	A small benefit from more certainty associated with the Appeals/Board of Inquiry process
	A small quantifiable benefit of $360,000

	Costs 
	
	

	Environment 
	Potential small cost. Local environmental adverse affects likely to be small relative to the status quo
	Potential costs can not be properly costed, but likely to be small cost

	Generators (large)
	Increased plan advocacy 
	Potential large quantifiable cost of $2.1m

	Local government
	Potential large cost associated with plan and policy changes
	Potential large quantifiable cost of $7.8m

	Government
	Potentially a small cost for guidance 
	Potential small quantifiable cost of guidance $165,000

	Local communities
	Potentially a medium cost for local communities as the national significance of renewables is given more weight in the consenting process 
	Potentially a medium cost but not properly costed

	Maori
	Potentially a small cost since selected sites and water-bodies of significance may be affected by the national significance of renewables
	Potentially a small cost but not properly costed

	Net benefit 
	
	Potential net quantifiable benefit of approximately $5.6 million

	


	Source:
NZIER and Harrison Grierson

	


The costs are likely to stem largely from costs to local government in changing plans and policies to give effect to the NPS, central government implementing the NPS, Maori in certain areas where sites and significant water bodies are located, and large generators increasing their plan advocacy. 

A potential small cost not quantified is the adverse effects on the local environment. This is likely to have a negative impact on wellbeing in areas where renewable electricity generation is being proposed. It is only a small cost because the number of projects undertaken “without” the NPS are likely to be only slightly less than “with” the NPS.

What are the risks of acting or not acting if there is uncertain or insufficient information about the subject matter of the proposed policies?

The area of uncertainty or where limited information has been identified during the evaluation relates to behaviour of the participants who might interpret the NPS as a continuation of the status quo. In particular, that local government will continue to weigh local benefits above national benefits when considering re-consenting or new consents for renewable electricity generation. The impact of this will be to constrain renewable electricity generation adding cost through the building of replacement generation capacity.    
While this point presents a risk in relation to the implementation of the NPS on renewable electricity generation and to the cost and benefits of the NPS, by drawing attention to it, it is considered that these risks can be adequately mitigated.

Landscape policy: Policy E3.2
An assessment of the efficiency and effectiveness of adding a landscape assessment policy to the NPS has also been made. The results of this process are set out in Appendix D . 
Policy E3.2 has the potential to have a major impact on efficiency. Potentially it adds further cost to the NPS to the point where a $5.6 million benefit becomes a $7.2 million loss. The costs are incurred mainly by regional and district councils in the form of wind and landscape assessments that also have implications for regional and district plan changes. Generators also face substantial extra costs for submissions and appeals associated with these council processes. 
It is also unclear how effectively policy E3.2 will help to achieve the outcomes sought in the NPS’s objective.  In particular, it is unclear whether the policy will result in council level policy which facilitates renewable electricity generation (in a manner consistent with the NPS objective) or whether it will result in policy which is more restrictive than the status quo as a result of resource management provisions which are unduly protective of landscape values.
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1.  Preface

This document contains the evaluation for the Minister for the Environment required under Section 32 of the Resource Management Act 1991 (RMA) of the proposed National Policy Statement on Renewable Electricity Generation. A Section 32 evaluation considers the appropriateness, alternatives, costs and benefits of a proposed national policy statement, and its objective and policies.

This evaluation report builds on the evaluation of earlier drafts of the National Policy Statement put together by independent consultants, the Ministry for the Environment evaluation of the National Policy Statement, and the Board of Inquiry Report.   

2. Introduction

2.1 Overview and background

Electricity is of fundamental importance to the modern way of life. It is vital for a wide variety of social and economic activity (home, commerce and government). In many of its applications there are no other alternatives to its use. Demand for electricity increases with population growth, rising incomes, and the development of new technologies. 

The electrical power infrastructure comprises three systems: generation, transmission, and distribution. The subject of this report is electricity generation and in particularly the percentage of electricity which is generated from renewable sources. 
Renewable generation has provided the bulk of electrical energy over the past forty years, however the percentage has trended down over time albeit slowly.
 While renewables (mainly hydro, geothermal and latterly wind) have provided the majority of power, the energy system has been supplemented at peak times and in dry years
 with fossil fuel-based thermal-generation. 

With the increased focus on climate change and the role that renewable generation can play in reducing C02 emissions, the focus has shifted to how government can best signal its support for renewable electricity generation, given that there is an historical upward trend in carbon emissions from electricity generation (IPENZ, 2010).
  In the words of the 2010 draft Energy Strategy the desirable long term future is where:
“New Zealand has a secure electricity system dominated by renewable or low emission sources. Hydro, geothermal and wind play key roles. Distributed generation and new sources, such as marine energy, result in a more robust system. Technology advances enable demand-side responses to assist consumers to manage their energy costs and to support energy security”  Draft Energy Strategy 2010 Ministry of Economic Development.
The process of refocusing electricity generation on renewables is complicated by the projected growth in electricity demand. According to the Electricity Commission’s  2010 Statement of Opportunities (SoO) energy consumption is projected to rise by 1.5% per annum until at least 2025.
 Roughly 4,400MWh is required of new capacity (nearly 300MWh per annum) to meet this demand.  This means to meet national objectives of increasing renewable electricity generation as a percentage of total generation, significant amounts of new hydro, geothermal, wind and other renewable generation sources will be required as well as demand side management.
As demand for electricity generation grows, the adoption of the Emissions Trading Scheme, forecast rises in the price of carbon, and a possible international cap and trade agreement on carbon, the costs of the current situation (i.e. no action and continuing reliance on fossil-fuel-fired generation to meet peak demand) will escalate, as will the need to put emphasis on renewable energy generation. Therefore, to an extent, national guidance would anticipate this development.
The NPS is intended to provide national direction on the significance of renewable generation and how this should be reflected resource management policy and plans. It plans to do this by raising the status of renewable electricity generation to one of national significance when considering resource management proposals and by requiring changes to policy statements and plans.

The NPS evaluation is based on the independent Board of Inquiry report and subsequent deliberations by Ministry for the Environment (MfE). The evaluation examines the recommended changes made by MfE and evaluates the effect of these changes in terms of their efficiency and effectiveness in achieving the NPS Objective.

Despite the government attempts to draw attention to and debate the merits of ensuring that the benefits of renewables receive national recognition, the development of renewable generation – whatever its scale – has received uneven treatment by councils and other stakeholders who are either opposed or ambivalent to its development. The issues that an NPS is attended to address are:

· That uneven treatment of renewable generation across councils adds costs to the consenting of renewables that may slow down the rate of renewable development

· Changes in attitudes towards stricter limitation of environmental modification adds costs to renewable development and operation and unduly counteracts the aim of increasing the proportion of renewables in electricity generation.

The development of large scale renewable generation is likely to face opposition with or without a NPS. This makes it difficult to ascertain the status quo due to the hardening of attitudes.     
2.2 Section 32 and methodology

Section 32(3) requires that an evaluation must examine:

(a)
the extent to which each objective is the most appropriate way to achieve the purpose of this Act; and

(b)
whether, having regard to their efficiency and effectiveness, the policies, rules, or other methods are the most appropriate for achieving the objectives.

Further section 32(4) requires that the evaluation take account of:

the benefits and costs of policies, rules or other methods; and

the risk of acting or not acting if there is uncertain or insufficient information about the subject matter of the policies, rules, or other methods.

2.2.1 Methodology
Section 32 of the RMA does not explicitly require an evaluation of whether the NPS is “desirable”.  This assessment separately is required under Section 45 of the RMA. In completing an evaluation in accordance with Section 32 there is, however an implicit need to assess alternative approaches to the NPS. The key alternative to the NPS is the status quo. The status quo serves as the baseline for this evaluation. As part of this, the relevance of the non-RMA elements, such as the Government’s Energy Strategy, to the RMA elements, and specifically their relevance to costs and benefits of the RMA elements is considered.

In considering the appropriateness of the Objective of the NPS, regard is given to:

· The purpose of the Objective, which is to state the outcome sought from the resolution of a resource management issue; and

· Whether, through the resolution of an identified resource management issue, the Objective will help achieve the purpose of the RMA, being the promotion of the sustainable management of natural and physical resources.

Having considered the appropriateness of the Objective, the related policies are then evaluated, including the assessment of alternative approaches to the achievement of the Objective.  In evaluating the policies regard is given to:

· The costs and benefits of each policy and, having considered these matters, how efficient the policy would be in achieving the Objective; and

· How effective, or successful, the policies will be in achieving the Objective and thereby resolving the relevant issue.

Note that for the purposes of a Section 32 evaluation under the RMA the terms ‘costs’ and ‘benefits’ have broad meanings and include environmental, social and economic matters.

3. Status Quo

3.1 Current regulatory framework

The status quo relates to how the electricity generation is built and managed with specific reference to Resource Management Act (RMA) documents and processes. The status quo also includes some reference to documents and processes outside the RMA umbrella, where the associated issues have a link to RMA issues.
The building and management of renewable electricity generation is not static. To achieve national targets a substantial number of renewable electricity projects will have to be completed. This compares with relatively few consented renewable generation projects over the past 20 years.

3.1.1 The Resource Management Act

Section 2 of the RMA defines renewable energy as: “energy produced from solar, wind, hydro, geothermal, biomass, tidal, wave, and ocean current sources”. Renewable energy is normally described as energy derived from resources that are either regenerative or resources that are depleted over very long timeframes.

The Resource Management (Energy and Climate Change) Amendment Act 2004 (RMAA) introduced three new matters into s 7 (Other matters) of Part II of the RMA;

(ba) the efficiency of the end use of energy

…

(i) the effects of climate change

(j) the benefits to be derived from the use and development of renewable energy.
All persons exercising functions and powers under the Act must have particular regard to these matters.  

However such regard must be had within the context of the remainder of Part II of the RMA.  In this respect section 6 sets out those matters of national importance.  These matters can generally be described as environmental or cultural values, e.g. areas of significant indigenous vegetation, outstanding natural landscapes and historic heritage.  Decision makers are required to recognise and provide for these values.  This direction is accepted as being stronger than the direction to ‘have particular regard to’ the section 7 matters
 and effectively section 7 sits lower than section 6 in the hierarchy of priorities contained within Part II of the RMA.

All decisions made under the RMA are subject of the over-riding purpose contained in section 5, which seeks to promote the sustainable management of natural and physical resources.  While section 5 does not specifically mention electricity generation, the Environment Court has commented on the relevance of electricity to this purpose in stating that:
Electricity is a vital resource for New Zealand. There can be no sustainable management of natural and physical resources without energy, of which electricity is a major component.

As section 5 clearly also requires significant consideration of environmental values, it necessitates that the decision makers to take into account what are often competing issues, and attempt to resolve the inherent tensions between them.  This is made clear in the following statement from the Environment Court:
The proper application of section 5 involves an overall broad judgment of whether or not a proposal promotes the sustainable management of natural and physical resources. Such a judgment allows for a comparison of conflicting considerations and the scale or degree of them, and their relative significance in the final outcome.

Under the status quo, the resolution of the tensions inherent in Part II of the RMA has proven to be a particular difficulty in relation to renewable electricity generation activities.

3.1.2 Regional & District Council Policy Statements & Plans

District (including city) and regional councils are responsible for making decisions on applications for works under the provisions of the RMA. The decisions of these bodies are guided, not only by the provisions and priorities in the RMA but also by the content of district and regional plans, and Regional Policy Statements.  

Data collected by the Ministry for the Environment and EECA, and used for this evaluation, shows two trends in relation to these council documents.  The first of these is that currently these documents vary in whether and how they address renewable electricity generation. The second is that as councils introduce ‘second generation’ provisions, either by way of a full review or through a ‘rolling’ review of individual chapters, provision for renewable electricity generation is increasing.

Of the 16 Regional Policy Statements (RPS) 14 include some provisions relating to renewable energy generation and 2 have none.  Of the 14 RPS with some provisions the nature of these provisions ranges from those that contain a single high level policy seeking to encourage renewables to those that contain a more complete set of objectives, policies and methods of implementation, which provide relatively clear direction to regional and district plans and to resource consent decision makers.  The more complete RPS provisions tend to be included in documents which have been recently reviewed, e.g. the proposed Greater Wellington RPS or the proposed Horizons One Plan.

The picture with regard to Regional Plans (RPs) is more complicated as several regional councils have multiple plans, one for each of the different natural resources relevant to renewable energy generation such as freshwater, geothermal and the coastal marine area.  

There are only 3 regions with potential for electricity generation from geothermal resources. 
  Of these one council has developed provisions considered as a ‘model’ and at least one other is intending to adapt these for their situation.  

EECA has identified 7 priority regions with marine resources suitable for electricity generation
.  None of these regions have Regional Coastal Plan (RCP) provisions which specifically provide for renewable electricity development.  In this respect, it is noted that the development of second generation RCPs was delayed during the review of the New Zealand Coastal Policy Statement.  Now that the NZCPS review is complete, and includes recognition of renewable energy resources in the coastal environment, second generating RCPs can be expected to be developed, and may be expected to contain provisions relating to renewable energy.    

Some of the relevant RPSs contain provisions relating to marine energy, e.g. Taranaki and Wellington.  In addition the draft Waikato RPS includes a policy which requires the RCP to determine the appropriateness of activities within the coastal marine area and to identify areas that are appropriate for different purposes, including opportunities for marine energy.  These RPS provisions give some indication that once the reviews of the various RCPs are undertaken some provision for renewable electricity generation is likely to be included within them.

The third key area where regional plans relate to renewable electricity generation is in relation to the management and allocation of freshwater.  Less specific data is held by government agencies about the current state of these plans and how they provide, if at all, for renewable electricity generation activities. However it is known that variation does exist between the approaches of different regions.  A number of councils specifically provide for electricity generation. For example the recently released decisions on the Horizons One Plan include provision for the take of water for existing hydro-electricity schemes as a controlled activity. The water quantity chapter of the One Plan also cross references (through explicit references in policies) back to the Regional Policy Statement Chapter on Infrastructure, Energy & Waste. By doing so the Plan indirectly recognises the benefits of renewable electricity generation activities. Variation 6 to the Waikato Regional Plan provides for the use of water for electricity generation (both hydro and thermal generation) through a strong policy framework.    In contrast other plans make reference to existing renewable electricity generation activities but do not specifically provide for these in the regulatory framework.  For example the Otago Regional Plan: Water, acknowledges the existence of hydro-electric power generation in the introduction to Chapter 5 (Natural & Human Use Values of Lakes and Rivers).  However, other than relatively high level provision in relation to the Waitaki catchment (required by the 2004 Resource Management (Waitaki Catchment) Amendment Act), this acknowledgement does not follow through into explicit provision for the benefits of these activities within the subsequent policy framework.

With regard to District Plans (DPs), 27 have some provision for renewable electricity generation.  Most commonly these provisions are objectives or policies which recognise the benefits of renewable electricity generation and/or seek to encourage generation of electricity from renewable sources.  Some DPs also contain specific rules for renewable electricity generation facilities which include assessment criteria.  

In all instances DPs contain provisions which seek to manage adverse effects on environmental values.  The strength of these provisions, and importantly the degree to which these provisions seek to provide protection to the environmental values is as significant to renewable electricity generation projects as whether the DP also includes renewable provisions.  While not always the case, Council’s regularly propose new or revised provisions for landscape values or  ecological resources which provide a high degree of protection and which do not have regard to the implications in terms of renewable electricity generation.

Data from the Ministry for the Environment indicates that 25-30 DPs are in the process of review or will be so over the next 3 years.  Given the 2004 amendment to the RMA, the increasing provision for renewables within RPSs and the extensive DP advocacy which is undertaken by electricity generators and EECA, it is likely that many of these district plan reviews will result in improved provision for renewable electricity generation. 

However Ministry figures indicate that a further 45 councils need not initiate their second generation plan until beyond this immediate 3-4 year review period.  So while greater provision for renewables may be achieved over the next 3-4 years, a significant portion of the country’s DPs need not be changed in that time.  This may limit the ability to achieve the Government’s current target that 90% of electricity should be from a renewable energy source by 2025.

Reviewing and changing RPSs and regional and district plans is an expensive process for all parties with an interest in renewable electricity generation.  Unpublished research undertaken by the Ministry for the Environment indicates that the cost of plan changes can vary from $18,500 to $601,000.  Discussions undertaken with Councils during this evaluation suggests that the costs of district plan changes relating specifically to renewable electricity generation have ranged from $125,000 (no appeal) to $400,000 (with appeals).   

In addition to these significant costs incurred by councils, based on discussions with electricity generators it is estimated that these companies spend approximately $2.3 million per year on involvement in RPS and regional and district plan processes.  The actual spend per year by each generator can vary quite considerably depending on the level of activity within region’s and district of relevance to their business activities.
3.1.3 Resource consent paths
There are currently multiple processing paths that a resource consent application can follow under the RMA. The standard path is the lodgement of a resource consent application with the relevant regional council and/or territorial authority/s. The applicant and any submitters (if the application was notified) can appeal the decision of the local authority to the Environment Court. 

The RMA Amendment Act 2009 introduced section 100A which allows for an applicant, or submitter to a notified resource consent application, to request the council to appoint at least one independent hearing commissioner to hear and decide  upon the application. Key features of this process are: 

· If the council receives a request, it must delegate its functions, powers and duties required to hear and decide on the application to one or more independent hearings commissioner(s). 

· A party does not have the right to oppose or object to another party’s request for independent commissioner(s), and the council has the discretion to decide on the number and composition of panel members.

· The applicant and/or submitters are responsible for the costs associated with request(s) for independent commissioner(s), depending on who made the request. 

The RMA Amendment Act 2009 also introduced the ability for applications to be referred directly to the Environment Court. Sections 87C to 87I allow applicants to make a request to the council for resource consent applications, and applications to change or cancel conditions of consent, to be decided by the Environment Court instead of by the council.   

Alternatively, the Minister for the Environment is able to intervene in the decision-making processes for proposals of national significance through a ‘call-in’ process under part 6AA and section 140 of the Act. There are three ways a resource consent application can come to the Minister for a decision as to whether the proposal is of national significance and should be referred to either a board of inquiry or the Environment Court. These are:

· The applicant or the relevant territorial authority can request that the Minister intervene in the decision making process after the application has been lodged with the council. 

· The applicant may lodge the application directly with the Environmental Protection Authority (EPA) which will then make a recommendation to the Minister as to whether the application should be called-in. 

· The Minister may choose to intervene on an application after it has been lodged with a council.

In making the decision to call-in an application, the Minister must decide whether the matter is a proposal of national significance having regard to amongst other things, whether the proposal involves or is likely to involve significant use of natural and physical resources and whether the proposal relates to a network utility that extends or is proposed to extend over more than one district or region. 

If the proposal is referred to a board of inquiry, the board must make its final decision within nine months of notification of the Minister’s decision to call in the matter. The Minister can extend this to 18 months if special circumstances exist. Additionally, decisions made by the board of inquiry or Environment Court on proposals considered can only be appealed on a question of law to the High Court.

Experience with the alternative resource consent processes is limited and it remains unclear whether these will have the beneficial procedural outcomes anticipated when they were introduced. It is acknowledged that the 2009 amendment to the RMA directly addressed process timeframes for projects determined by the Minister to be of national significance, and this should ensure decision on these projects are made in a timely manner.  However there remain other uncertainties associated with the call-in process, such as accessibility for submitters and the role of local councils, which will only be resolved through greater experience.

It is also unclear whether the boards of inquiry will be better able to weigh the conflicting values inherent in renewable electricity projects and the RMA.  In this regard, while the 2009 Amendment Act allows the Minister to determine that a project is of national significance for the purposes of call-in, this is not explicitly linked to the final decision by the Board of Inquiry to grant or decline an application under s104 of the RMA. As the ‘standard’ resource consent path, under the Board of Inquiry approach the national significance of each project needs to be litigated on a case by case basis for the purposes of the s104 decision.
3.1.4 Draft Energy Strategy
The draft New Zealand Energy Strategy was released in July 2010. It replaces the 2007 New Zealand Energy Strategy. The 2010 strategy focuses on the importance of maximising the efficiency of New Zealand’s energy resources. It sets out the direction for energy efficiency, renewable energy and energy conservation. 
The draft sets out the Government’s priorities that will allow New Zealand to make the most of its energy resources, while being environmentally responsible. It covers supply, delivery and use of energy. It offers direction for the energy industry and for energy related aspects of transport and infrastructure. It is not a detailed list of actions but does set the strategic direction.

The areas of focus include:

· To develop the resources New Zealand has in petroleum, renewables, and to embrace new technology; 
· To maintain high standards of energy security, ensure competitive energy markets, and ensure a reliable electricity supply;
· To improve efficient use of energy generated with better consumer information on energy choices, enhancing business competitiveness through efficient use of energy, an energy efficient transport system, and warm, dry, energy efficient homes; and

· To improve environmental responsibility by ensuring that best practice environmental management for energy projects is encouraged and reducing energy-related greenhouse gas emissions.

The Government has retained the aspirational target of 90 percent of electricity from renewable sources by 2025 (in an average hydrological year). It also notes that the economic competitiveness of renewables will depend on the future price of carbon (which is expected to rise). However, attempting to achieve the 90% target must not be at the expense of security and reliability of electricity of supply. For the foreseeable future some fossil fuel generation is expected to support security and reliability of supply.

The Electricity Commission has set out a number of scenarios of possible generation “builds” in their draft 2010 Statement of Opportunities. These scenarios cover the spectrum of possibilities from a sustainable path (which meets the 90% renewables target) through to a Coal and High gas discovery pathway (which decrease New Zealand’s reliance on renewables). This suggests a high degree of uncertainty about the future generation pathway. 
Figure 1 sets out the renewable energy percentage for each of the five scenarios. In terms of  the use of renewable energy only two of the five scenarios get New Zealand to the 90% renewables target, while the medium renewables pathway is only slightly above 80% by 2025.
	

	Figure 1: Renewable energy pathways
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3.1.5 Emissions trading scheme 

Established under the Climate Change Response Act 2002, the current version of the New Zealand Emissions Trading Scheme (NZ ETS) became law in December 2009. Its purpose is to help New Zealand meet its international obligations under the United Nations Convention on Climate Change and the Kyoto Protocol to reduce greenhouse gas emissions.

Emissions trading is a market-based approach to reduce greenhouse gases. Emissions units are traded between participants in the scheme who need them to cover their legal obligations and those who have surplus units. 
All sectors of the economy are affected by the NZ ETS, although some sectors are transitioned into the NZ ETS over time. Table 1 shows that the forestry sector has been included since 2008 and other sectors will be phased in by 2015.
	

	Table 1: Transition of sectors into the NZ ETS

	Sector
	Voluntary reporting
	Mandatory reporting
	Full obligation

	Forestry
	-
	-
	1st January 2008

	Liquid fossil fuels
	-
	1st January 2010
	1st July 2010

	Stationary energy
	-
	1st January 2010
	1st July 2010

	Industrial processes
	-
	1st January 2010
	1st July 2010

	Waste & synthetic gases
	1st January 2011
	1st January 2012
	1st July 2013

	Agriculture
	1st January 2011
	1st January 2012
	1st July 2015

	

	Source:
www.legislation.govt.nz  

	


3.2 Situation under the status quo

3.2.1 Emerging issues

The development and continued use of natural resources for the purposes of renewable electricity generation will nearly always result in a degree of adverse effects that must be avoided, remedied or mitigated.  Possibly these effects are likely to increase with scale of the project, although the impact of geothermal generation tends to attract less attention than do hydro and wind schemes. What consents will be granted? This question is very important for generators considering the implications of investing significant sums of money into renewable generation projects – whether these projects are big or small. 

In general, it is expected that a well designed and appropriate project would gain a consent under the existing RMA processes and poorly designed projects with negative environmental effects would not. However, the different approaches taken by regional, district, city and unitary councils and the broad range of ways in which sustainable management of natural and physical resources can be interpreted means that decisions are never clear cut or even consistent. This section 32 analysis seeks to address whether a NPS is needed to assist those well-designed projects gain consents, or whether the status quo is adequate for this purpose.    

Uncertainty in the RMA decision-making framework due to a lack of clarity surrounding the balancing of effects, inconsistent approaches to consenting, and  a lack of appreciation of the contribution small scale projects can have towards national targets can add significant costs or rule out potential projects all together. Little information is publicly available on the projects that have been discounted as “unconsentable” under the RMA before reaching the  consenting stage.  However, anecdotal evidence from generators suggests that RMA based risks and costs can be sufficiently significant to undermine the viability of projects at the pre-application stage. 

Assessments of the effect the RMA is having on renewable electricity generation projects has been undertaken by a number of different groups in the recent past. A review of these reports and information provided by large and small generators has highlighted a number of issues with the resource consenting process. In addition a review has been made of 5 electricity generation resource consent processes (3 renewable and 2 non-renewable) to determine if differences are evident between renewable and non-renewable proposals.  These are discussed below.

a) Resource consent case studies

A review of five case studies was undertaken to compare and contrast the consenting and re-consenting processes associated with renewable generation and non-renewable generation sites. The case studies reviewed were selected to provide a range of generation types, both renewable and non-renewable.  Notwithstanding this, it is noted that the case studies all contain elements which are specific to the particular characteristics of the site and proposal in question.  In this regard, they should not be viewed as representative of all similar electricity generation proposals.  Further it is noted that the case studies are also reflective of the statutory and regulatory context which existed at the time that the applications were considered.  In some instances this context has subsequently changed.
The resource consent case studies are summarised in the following table and detailed in Appendix C of this report. 
	

	Table 2 : Resource consent case studies

	Case Studies 
	Council Process Time
	Submission No
	Hearing
	Appeals
	Appeal Length

	Wairau Hydro Scheme
	Approx. 37 months - Applications were lodged in July 2005 and final decisions released in August 2008.
	1442
	70 hearing days over a 6 month period
	7 appeals were made.
	Sept 2008 until November 2010.

	Motorimu Wind Farm
	Approx. 13 months - Applications were lodged in May 2006 and decisions released in June 2007
	65
	3 months to complete
	1 Appeal by the applicant to increase the number of turbines
	Appeal lodged July 2007 and heard between 7th and 9th May 2008. Decision September 2008.

	Rotokawa Joint Venture Geothermal
	Approx. 6 months - Application lodged  6 Nov 2009 and council decision issued 11 May 2010 
	12
	3.5 days
	No appeals 
	N/A

	Rodney Power Plant
	Approx 20 months - Application lodged 13 July 2007, but resubmitted on 22 March 2008, the resource consent applications were granted Dec 2008 and plan change granted March 2009 
	188
	 2 weeks + 2 additional days
	3 Appeals. 2 by applicant, 1 by submitter (resident)
	Appeals lodged in January 2009.  All were resolved without hearing in October 2009 

	Otahuhu C Combined Cycle gas fired station
	Approx 8 months - Application lodged 24 Oct 2000 and the decision to grant the consents made on 19 Jun 2001 
	32
	4 days
	2 Appeals. 1 by the applicant and 1 by a submitter.  
	Court hearing held over 2 days in May 2002. Decision made 6 Sept 2002. 

	

	Source:
Source: NZIER and Harrison Grierson 

	


From these case studies it is difficult to determine clearly evident trends in terms of the time taken to obtain consent or in the complexity of the application and ultimate decision.  
This is perhaps not unexpected as in any resource consent the specifics of the proposal site and surrounds, and not just the nature of the proposal, have a significant influence on both the complexity of the proposal and the degree of submitter involvement (i.e. opposition) in the project. This is illustrated in the differences between the Rodney and Otahuhu non-renewable projects.  One (Rodney) is a greenfield site and was the subject of relatively significant opposition from the local community.  The other (Otahuhu C) relates to a site already developed for electricity generation and consequently the number of submissions on the application was significantly fewer and the council hearing was shorter.
In considering the findings of these case studies it is also important to consider the differing site requirements for renewable and non-renewable projects. 
Renewable projects are constrained to the location of the energy resource and by the technical constraints of harnessing that resource. While non renewable projects do not suffer these same constraints, these projects need to consider fuel supply options for their projects i.e. should the project locate close to the fuel supply or should the proposal pipe the resource and locate where there is demand for the end product?
Finally, when considering the findings of these case studies it should also be noted that renewable projects involve both the capture of an energy resource and its conversion to electricity.  In contrast, in most instances non-renewable projects involve only the conversion of an energy source into electricity.  Often the greatest concern in terms of environmental effects in the case of renewables is the capture of the resource (whether it be through wind turbines or the damming or diversion of water).
Notwithstanding these qualifications about the difficulty of drawing strong conclusions from the case studies, there are useful observations that can be made from them to help further illustrate the status quo.
Of the renewable examples, the wind and hydro examples proved to be more complex applications.  This is illustrated in the Motorimu Wind Farm case study not only by the length of time taken for the council hearing (three months), but also by the comments of the Environment Court judge:

“There is no national policy statement under [the] RMA which gives guidance to the development of renewable energy in general or on the development of wind farms in particular. Policy guidance would be helpful to consent authorities and this Court in resolving issues such as the conflict between (supposed) national interests on the one hand and adverse effects on neighbours of wind farms on the other.” 
The complexity of the Wairau hydro application is clearly evident in the hearing length (both at Council and at Court) and by the very large number of submissions on the applications.  
In comparison, the application for the Ngatamariki geothermal facility was a relatively straightforward application. There are seemingly two key reasons for this.  First, geothermal projects are largely focused within the Waikato and the Bay of Plenty regions. A clear policy and plan framework for the development of the geothermal projects has been developed in Waikato and  is being used as a model for the Bay of Plenty. The existence of this framework gave a degree of certainty to the applicant regarding their proposal and provided a clear policy context within which the proposal and its effects could be considered by the consent authorities.  This appears to be in rather sharp contrast to the policy vacuum commented on by the Environment Court in relation to the Motorimu proposal.
A second reason for the relative efficiency with which Ngatamariki was consented is the high degree of experience of the Council involved.  As a result, the staff had a good understanding of the issues associated with the projects and of how to appropriately address them. 
The consent processes for two non-renewable projects vary quite substantially given the difference between the Greenfield site (Rodney) and existing generation site (Otahuhu).  This is perhaps most clearly illustrated by the need for a plan change in the case of the Rodney proposal, but is also reflected in number of submissions received. Only 32 submissions were received on Otahuhu, compared with 188 received for the Rodney Power Plant.  
The other key difference between these applications is timing. Otahuhu was processed prior to the 2004 Amendment to the RMA, and subsequent Supreme Court declaration, which directed that consent authorities must not have regard to the effects of the greenhouse gas emission on climate change.  The effect of greenhouse gas emissions was the most contentious issue for the Otahuhu proposal and significant effort was expended in the consent process considering how to off-set the potential climate change effects of the proposal.  As a result of the 2004 RMA amendments, this was not an issue on the Rodney proposal.
Given the varied nature of the two non-renewable proposals it is difficult to make conclusions regarding their ease or complexity relative to the renewable proposals. However the Wairau and Motorimu examples, and other hydro and wind farm consenting and re-consenting processes reviewed for this evaluation, indicate that there is a tendency for the council hearings and the Environment Court to reduce or constrain the generation capacity in consenting and re-consenting processes for various reasons (i.e. environmental, recreational or other reasons). In some cases this may well be justified.  However the number of cases where this has happened suggests that in resource management decision making concerns about adverse environmental effects, including on matters of national importance, and local interests often outweigh the national interests associated with electricity generation.

While each of these cuts in generation (whether it be existing or proposed) are relatively small, the cumulative loss and the need to build further generation to offset these losses is a significant benefit forgone. 

b) Consenting processes and the impact on generator behaviour

There is a perception, and often reality, of lengthy delays and high costs associated with the acquisition of resource consent for renewable electricity generation projects. However, on average, any major development will face higher costs associated with the RMA; these costs will be relative to the scale and mix of effects that need to be assessed. The costs associated with assessing environmental effects and gaining resource consents are likely to be in proportion to the environmental effects. Additional costs associated with unnecessary processing delays are however unacceptable.

In talking this through with generators a more nuanced pictured has emerged around how bigger and smaller generators approach the consenting process. Faced with different consenting approaches by councils,  the “big five generators”
 are more likely to challenge councils on their approach to renewable generation relative to smaller generators. Their significant resources allow them to question councils – if necessary through the Environment Court and higher – if they feel that the approach taken by councils is too restrictive. This is a costly business for generators, therefore smaller projects developed by the bigger generators are less likely to be contemplated and put through the consenting process because of the time and expense – for large and medium sized generators the potential costs for smaller projects can be much greater as a proportion of the total build costs for the project than for larger projects. One generator suggested that the difference was from 3-6% of total project costs for large projects up to 10-15% for smaller projects.
Smaller generators approach the consenting process in a different way. They tend to work closely with councils in order to keep the costs of consenting down. Small generators normally have very restricted consenting budgets and cannot afford long drawn out processes or appeals to the Environment Court. This means they are restricted to those regions where councils are amenable to the approach taken by small generators. Where councils treat large and small projects in the same manner (despite the difference in environmental effects), give more weighting to local effects relative to national effects, or put up barriers to renewable generation, small generators are effectively locked out. Potentially, less desirable and efficient projects are undertaken (from a national perspective) by smaller generators because they are unable to access certain regions with potentially good renewable prospects.      
c) Objectives and policies in statutory planning documents

As already noted regional policy statements and regional and district plans vary in whether and how they provide for renewable electricity generation.  Many district plans in particular do not do so at present.  While there is a clear trend for increasing provision for renewables within these documents, this process is occurring gradually. 
d) Consenting existing generation capacity

If existing generation capacity is not maintained, the new generation capacity required to make up for the resultant shortfall would be considerably more expensive to develop than the alternative of optimising the efficiency with existing capacity . There are also economic benefits of optimising the potential returns from existing infrastructure and resource use for renewable electricity generation. 

It is of note that experience with re-consenting renewable electricity generation activities is mainly related to hydro-generation.  

In addition to facing the same barriers as new projects, existing renewable electricity generation infrastructure was often developed at a time when New Zealand’s natural and physical resources were managed under a different set of values. Gaining renewed consent for existing projects can therefore be complicated and entail long lead in times. Councils, and objectors, if the process is publicly notified, may take the opportunity of re-consenting applications to examine if a generation plant has had adverse effects that were not anticipated when the plant was first consented, or may seek conditions on operation of hydro generation schemes for the benefit of recreational interests that were created by the schemes in the first place. Generators consider the process of consent renewal for existing projects to be an unduly difficult, costly, and time-consuming process given the significant contribution that these projects make to the security of supply in New Zealand and well being of New Zealanders.
Particular concerns for generators are the need to debate what constitutes the environmental baseline for the assessment of the consent application and the treatment of applications as if they are for new proposals in an environment unmodified by the renewable electricity generation activity.  Significant effort and expense can be incurred addressing these basic points.
In addition, what is often lacking in the re-consenting process is an appreciation of the opportunity cost of modifying the operation of the generation scheme. An “economic” approach might, for example, weigh modifications under a reconsenting process against the potential adverse effects, in terms of the scarcity of the environmental value or the probability of irreversible loss.
While there are no instances where consent for existing large scale renewable electricity generation activities has been declined, there are numerous instances where conditions have been changed to improve environmental performance and the output or efficiency of the subsequent consent has, in some cases, been granted for less than was sought (the Clutha Hydro Scheme, the Tongariro Power Development, the Patea Hydroelectric Power Scheme
, and the Motukawa Scheme are examples of this). While it is necessary to consider the appropriateness of existing generation infrastructure as consents approach expiry, there is a general lack of policy recognition for the economic trade-offs of the infrastructure being the national benefits of these projects and the local adverse environmental effects (base line or otherwise).      
e) Processing timeframes

In almost all cases studied where generators have sought to develop (mainly large but also in some instances small) renewable electricity generation projects under the RMA, applications have been publicly notified to a broad audience and the processing timeframes have extended the statutory timeframes identified in the RMA. It is appropriate for affected parties to be notified and, in some cases, for statutory timelines to be extended to allow applicants to explore potential avenues for resolution of submitters’ concerns.
Hydro projects were found to have the longest processing timeframes; on average generators waited 18 months after the final date for lodging appeals before receiving a decision from the Environment Court. This delay is significant when added to the time it takes to prepare a consent application (anecdotal accounts suggests can stretch for five years or more), and in view of the time it can take for councils to process applications.
f) National benefit analysis within the resource consent process

The effort, time and cost associated with resource consent applications for renewable energy facilities can be broadly broken into 5 aspects:

1. Whether the project will generate benefits of national significance.

2. The identification of the scale and extent of those benefits specific to the current proposal.

3. The identification and assessment of the significance of adverse environmental effects.

4. The investigation and design of measures to avoid, remedy or mitigate adverse effects, including the presentation of arguments relating to the constraints to doing so.
5. Weighing the benefits and adverse effects in the context of Part II of the RMA.

While it does vary from proposal to proposal, by far the largest portion of the expense associated with the resource consent process is associated with elements 3 and 4.

Significant cost is incurred in establishing that renewable electricity projects have national significance, the extent of the benefits of the specific proposal and weighing the identified benefits against the anticipated adverse effects of the proposal.  
Generators have three concerns in relation to these costs.  

Firstly, there is a need to re-litigate that renewable electricity is of national significance on a project by project basis.  While it is recognised that the 2004 amendment to the RMA (introducing s7 (j)) and decisions from the Environment Court have strengthened the case in this regard, this has occurred on a gradual and ad hoc basis.  Concern remains that there is no RMA based national policy direction that can be used as a clear reference point in resource consent applications.  

This issue is of particular importance for those involved with small scale electricity generation, who can find it more difficult and time consuming convincing decision makers to recognise the national benefits of their proposals.

The second issue of concern is the inconsistency with which decision makers have approached the weighing of benefits and adverse environmental effects.  A significant amount of effort can go into this issue and generators consider that despite this decision makers at all levels will always give greater focus to the adverse environmental effects.  There is a clear view from generators that this focus is at least in part attributable to a lack of national guidance on the weight to be given to benefits of activities.

The third issue is the lack of a policy framework recognising the benefits of renewable electricity generation in regional policy statements and regional and district plans.   

g) Third party activities

The activities of other parties can adversely impact on the output or efficiency of renewable electricity generation facilities in broadly two ways.  

The first is where the activity is in direct competition for the resource used to generate the electricity.  The most obvious and common example of this relates to existing hydro electricity.   The three big hydro generators all noted the constant need to monitor consent applications and planning processes in relevant catchments to ensure that their access to the resource is not eroded by consents granted to other parties.  Anecdotal evidence was provided indicating that competing users have attempted to influence local councils to grant consent for their activities, some using the argument that their take is so small as to be unnoticed.

Defending the resource of such competing pressures can be expensive.  One example described the cost was approximately $1 million to defend and it was indicated that the average cost  to one generator per year is approximately $200,000.

The second way that third party activities can impact upon renewable electricity generation is through reverse sensitivity effects.  Examples of such effects include greater restrictions on minimum lake levels being imposed to reduce dust effects on expanding lakeside towns and rural residential development resulting in restrictions on drilling in geothermal areas.  While these examples show that reverse sensitivity can impact on the efficiency and output of renewable electricity generation activities, generators also incur significant costs in engaging in resource consent and planning processes to reduce the risk of such impacts occurring.  One generator indicated that this cost ranges from $60,000 to $130,000 per annum. 
h) The impact on wellbeing and amenity values

Under the status quo local communities and environmental benefits are given a higher weighting relative to national benefits. The proposed NPS for Renewable Electricity Generation attempts to redress this balance by highlighting the importance of renewables, however in doing so, local communities are likely to experience a loss in wellbeing because of a loss of local control. Also, we expect some loss in amenity values because of the adverse impacts from some renewable electricity projects. 

However, the number of projects undertaken “without” the NPS are likely to be only slightly less than “with” the NPS. Therefore, the wellbeing and environment losses are likely to be small. As a result, we have not costed the marginal wellbeing and environment losses associated with the small increase in renewable electricity generation.    

3.2.2 Current situation

While section 3.1.4 suggests there is uncertainty about the development of renewable electricity generation the draft 2010 Draft Energy Strategy still maintains the aspirational target of 90% renewable energy generation by 2025 although not at the expense of security and reliability of supply. 
Table 3, Table 4, and Table 5 assist with understanding the future development picture of renewable electricity generation on current electricity generation projects.      

Table 3 sets out the electricity generation projects that are committed to being built in the near future. All but one of these projects is a renewable generation project, although the largest project is a gas fired thermal plant in Stratford, Taranaki. 

	

	Table 3: Committed generation projects 

	Year
	Name
	Type
	Owner
	Island 
	MW

	2010
	Stratford Peaker
	Thermal
	Contact Energy 
	North
	200

	2010
	Rotokawa 2
	Geothermal
	Mighty River Power
	North
	130

	2010
	Tauhara Stage 1
	Geothermal
	Contact Energy
	North
	20

	2011
	Te Rere Hau 4
	Wind
	NZ Windfarms
	North
	15

	2011
	Te Uku
	Wind
	Meridian Energy
	North
	64

	2012
	South Island Peak
	Hydro
	Meridian Energy
	South
	85

	2013
	Te Mihi1
	Geothermal
	Contact Energy
	North
	160

	Notes:
(1)
Will replace Wairakei.

	Source:
2010 Statement of Opportunities p61 

	


Table 4 sets out the generation projects which have been consented but not yet built. Most of these projects are renewable energy projects of varying scale. A key driving force for what will be built in the future is what generators believe the price of carbon will do. The higher the price of carbon the more likely renewable energy projects will be built. The price of carbon will, to a large degree, depend on whether or not the international community can agree on binding targets for emissions.
	

	Table 4: Electricity generation projects consented  

	Year
	Name or location
	Type
	Owner
	Island 
	MW

	2011
	Amethyst
	Hydro
	Westpower/Harihari Hydro
	South
	6

	2011
	Wellington
	Marine
	Neptune Power
	North
	1

	2011
	Te Pohue 
	Wind
	Hawkes Bay Wind Farm
	North
	225

	2011
	Titiokura 
	Wind
	Unison/Roaring 40s
	North
	48

	2011
	Te Rere Hau Extension
	Wind
	NZ Windfarms
	North
	12

	2011
	Te Rere Hau Stage 4
	Wind
	NZ Windfarms
	North
	15

	2011
	Mahinerangi
	Wind
	Trustpower
	South
	200

	2011
	Wairau
	Hydro
	TrustPower
	South
	70

	2012
	Hawea Control Gate Retrofit
	Hydro
	Contact
	South
	17

	2012
	Central Wind
	Wind
	Meridian Energy
	North
	120

	2015
	Belfast
	Diesel
	Orion
	South
	11.5

	2015
	Bromley
	Diesel
	Bromley
	South
	11.5

	2015
	Stockton Plateau
	Hydro
	Hydro Developments Ltd
	South
	25

	2015
	Auckland
	Gas
	Contact
	North
	400

	2015
	Rakaia River
	Hydro
	Ashburton Com. Water Trust
	South
	16

	2015
	Awhitu
	Wind
	Genesis
	North
	18

	2015
	Kaiwera Downs
	Wind
	Trust Power
	South
	240

	2015
	Taumatatorara
	Wind
	Ventus
	North
	44

	

	Source:
Ministry of Economic Development

	


Table 5 sets out the electricity generation projects that are under appeal. These are the larger energy generation projects. All but one of these is a renewable energy project. 
	

	Table 5: Electricity generation projects under appeal   

	Year
	Name
	Type
	Owner
	Island 
	MW

	2012
	Project Hayes
	Wind
	Meridian Energy
	South
	630

	2013
	Rodney
	Gas
	Genesis
	North
	480

	2013
	Kaipara Harbour pilot
	Marine
	Crest Energy
	North
	200

	2013
	Waitahora
	Wind
	Contact Energy
	North
	149

	2015
	North Bank Tunnel
	Hydro
	Meridian Energy
	South
	200

	2015
	Mokau
	Hydro
	King Country Energy
	North
	10

	2015
	West Coast
	Hydro
	Arnold
	South
	46

	2015
	Stockton Mine
	Hydro
	Solid Energy
	South
	35

	2015
	Mount Cass
	Wind
	Mainpower
	South
	41

	2015
	Mt Stuart
	Wind
	Pioneer Generation
	South
	6

	2015
	Taharoa
	Wind
	Taharoa C / Power Coast
	North
	100

	2015
	Long Gully
	Wind
	Mighty River Power
	North
	12.5

	2015
	Mill Creek
	Wind
	Meridian Energy
	North
	71

	

	Source:
Ministry of Economic Development

	


3.3 Forecasting the status quo
Figure 1  (on page 11) shows that there is a degree of uncertainty surrounding the likely timing and development of renewable energy projects in New Zealand. This is because they will be determined by commercial considerations of generators. The key commercial variables that generators’ consider are: the exchange rate, the high cost of turbine components given high overseas demand, the HVDC charging regime, and the price of carbon.
 

The price of carbon is likely to be affected by the type of international agreement that is eventually signed to reduce international emissions and its impact on the Government’s Emissions Trading Scheme. In the current version of the  NZ ETS New Zealand is targeting an emissions level 10 to 20 percent lower than the 1990 level by 2020. Table 6 summarises the key drivers of renewable energy as set out in the 2010 Statement of Opportunities (SoO). 
To underline the uncertainty of the forecast carbon prices the Electricity Commission has given each scenario equal weighting (2010 SoO p 54).  For further detail on 2010 SoO (including downloads) see the Electricity Commission’s website (www.electricitycommission.govt.nz).  

	

	Table 6: Key drivers of the generation scenarios

	Scenario
	Carbon price $/t CO2 e
	Renewables preference
	Availability of gas
	Renewables available
	Demand-side

	2010 Sustainable path
	60
	Restriction on base load coal and gas-fired stations
	High price path - LNG
	Extensive
	Extensive participation  

	2010 South Island Wind
	50
	Restriction on base load coal and gas-fired stations
	High price path - LNG
	Extensive wind especially in the lower South Island and some restrictions on  geothermal
	Baseline participation

	2010 Medium renewables
	30
	Restriction on baseload coal until 2019, gas scarcity 2020 onwards
	Moderate price path
	Extensive wind and geothermal and some hydro
	Minimal participation 

	2010 Coal
	20
	Restrictions on coal until 2017, gas scarcity from 2020 onwards
	Moderate price path
	Extensive wind and geothermal available but little new hydro. Reduction in hydro after 2020
	Baseline participation 

	2010 High gas discovery
	40
	Restrictions on coal until 2019
	Low price path
	Moderate wind and hydro, restrictions on geothermal 
	Baseline participation 

	


	Source:
Electricity Commission’s  Statement of Opportunities p66-67 

	


4. Problem Statement

The section 32  prepared for the proposed NPS in August 2008
 defined the problem with the status quo as being the lack of statutory guidance on the benefits of renewable electricity and on how to incorporate these benefits into balancing judgements required by the purpose of the RMA.  It was concluded that this lack of guidance:

· Complicated decision making processes;

· Contributed to uncertainty in the market; and

· If left unchecked, has the potential to frustrate efforts to increase the proportion of electricity generated from renewable sources.

The 2008 section 32 goes on to state that this problem is primarily the result of six factors.

The assessment of the status quo undertaken for this section 32, and described above, supports the general conclusion of the 2008 section 32. Likewise information gathered for the current evaluation provides general support to the six factors identified as the primary cause of the problem.  Specific comments on each of these factors follows.
1. There is potential for inconsistent recognition through the RMA decision-making process for the nationally (globally) significant benefits of renewable electricity generation capacity in New Zealand.

This issue is most evident in the variation in which regional policy statements and regional and district plans address renewable electricity generation activities. While some district plans include relatively complete sets of provisions on renewable electricity generation activities, a significant number do not explicitly provide for these activities.  Likewise while most regional policy statements make some provision for renewable electricity generation activities, in some cases the provision is relatively high level.

With regard to resource consent applications, feedback from generators indicates that the question of whether renewable electricity generation is of national significance requires re-litigation on a case by case basis.  This is particularly difficult for proponents of smaller scale projects.  Further, even once the national significance or benefits have been established, a significant focus of the decision making process is on the local environmental effects, which in the view of generators are given undue priority in the overall balancing exercise required under section 5 of the RMA.

2. Until recently local authorities have not, in general, developed specific policies to address renewable electricity generation.

The consideration of regional policy statements and regional and district plans supports this view.  Since the original section 32 evaluation was completed there appears to have been an increasing number of councils who have incorporated new provisions into their policy statements and plans which address renewable electricity generation activities.  It is possible that this trend will continue under the status quo and that eventually a majority of policy statements and plans would contain relevant provisions.  However, this outcome is likely to be achieved after some delay, which would not assist with meeting current national targets relating to renewable electricity generation, and would also incur a cost to all parties.  

3. The lack of policy guidance across much of New Zealand in relation to renewable electricity generation can hinder investment in future technology.

Anecdotal evidence provided by generators supports this assertion.  Particularly small scale generators find the lack of supportive policy (which is often reflective of council attitudes) as prohibitive to the advancement of new opportunities. Larger generators, however, indicated that obtaining the relevant consents for resource investigation was not prohibitive, this aspect of the preparatory work was only a small part of the overall cost required to develop new opportunities.

4. Costs and processes associated with resource consent acquisition can discourage investment in smaller scale projects with limited adverse effects.

Clear evidence of this issue was identified in the current evaluation.  For smaller scale generators there is a much more definite threshold for resource consent costs, which if crossed or projected to be crossed will lead to the project being abandoned.  Generators of this scale commonly do not have the time, financial, or logistical capacity to go through contested resource consent hearings as larger generators might.  

5. Consenting existing renewable generation activities can be unnecessarily onerous.

Again quite clear evidence of this issue has been identified.  Existing renewable electricity generation activities obtain renewal of consents with greater restrictions on operations, which result in either lost output or an increase in the cost of operation.  While in many cases these restrictions have been ‘agreed to’, these agreements have been made in the context of a lack of statutory support for the national significance of the existing activities.  

In the context of the current national target for renewable electricity generation these increasing restrictions on existing generation is of particular significance.  If the existing base of renewable electricity generation is allowed to be eroded, achievement of the 90% target will become increasingly difficult and more expensive.

6. Projects may be becoming increasingly difficult to consent.

Of the six factors identified in the original section 32 evaluation, the least evidence has been found to support this factor.  To the contrary generators commented that some of the most significant existing projects may well have been ‘unconsentable’ in the current statutory and policy framework.  The relative ease with which approval may have been obtained in the past reflected the regime which existed at the time and not the nature of the project or its geographical context.

Notwithstanding this there is undoubtedly evidence to suggest that at present obtaining consent is difficult in many, but not all, instances.  For example, current wind farm applications, almost without exception, are proceeding to the Environment Court or are the subject of time and resource consuming assessments through Boards of Inquiry.  

4.1 The Effect of Third Party Activities

The current evaluation has identified a further issue which was not explicitly highlighted in the 2008 problem statement.  This relates to the effects of third party activities.  As described above such activities can impact on the output or efficiency of renewable electricity generation activities through direct competition for the resource or through reverse sensitivity effects.  While this can often be avoided, the cost to the generator of defending against such impacts can be significant.
5. Alternatives to the Status Quo

5.1 Introduction and summary

While it is not a requirement of a section 32 evaluation, alternative ways of resolving the issues identified in the analysis of the status quo and in the problem statement have been considered.

In this section, various policy and non-policy options are considered where these might provide appropriate alternatives to the status quo that could fully address the problems stated in section 4. The alternatives considered in this assessment are:

· Amendment to the RMA

· Increase use of alternative consent paths (call-in type pathways)
· Enhanced status quo

· Designations

· Alternative national policy statements

· National environmental standards

· Non- statutory guidance

Table 7 provides a summary of this evaluation.

5.2 Amendments to the Resource Management Act

There are several issues that have been identified with the status quo that may benefit from changes to the RMA.

Recognition of the value of renewable electricity generation could be improved by replacing the current reference to the benefits within section 7 (j) with a new subsection in section 6.  This would elevate renewables as a matter of national importance.  However it is noted that this approach still leaves unanswered the question of how such benefits should be weighed against potential adverse environment effects.  The new section 6 matter would still need to be weighed against the existing section 6 matters.  Further a change to Part II such as this does not offer the opportunity to provide a national policy framework which addresses matters more broadly then simply stating the national importance of the activity. A change to Part II would not have a direct or immediate impact of the policy framework contained within regional policy statements and regional and district plans.

	

	Table 7: Summary evaluation of alternatives for addressing the problem identified with the status quo

	Alternatives to the status quo
	Effect on renewable electricity generation
	Main strength
	Main weakness

	Amend RMA
	Could provide a clear signal on the importance of renewable energy generation
	Clear and directive
	Would not establish a policy framework that can be practically used at a regional or district level 

	Increase use of alternative consents paths
	Gives appropriate weight to renewable generation
	Could reduce consenting timeframes
	Only benefit those project that are call-in

	Enhanced status quo
	Assist in the consenting process
	Could increase awareness 
	No clear national policy developed

	Designations
	Sets up a right and effectively by-passes the consenting process
	Increases certainty
	May encourage development at the expense of all other activities 

	Alternative national policy statement
	Could establish further clarity as where renewable generation could take place
	Clear 
	Would not balance the benefits against the costs

	National environmental standards
	Sets up a clear and consistent  framework
	Would increase certainty
	Would not promote the national benefits of renewable energy generation

	Non statutory guidance
	May up-skill council staff dealing with consenting issues
	Improves consistency 
	No statutory weight

	National Policy Statement 
	Has the immediate impact of supporting renewables 
	Addresses the issue of the national significance of renewable electricity generation
	Objectives and policies subject to interpretation

	

	Source:
NZIER and Harrison Grierson

	


A change could be made to the RMA establishing a preference for resources (particularly water) to be allocated for renewable electricity generation over other competing uses.  In effect this would replace the current first in first served approach.  Such a change would benefit hydro-electricity in particular, however benefits may also arise in terms of the use of marine energy resources and geothermal resources. Such a change is unlikely to have any benefit in relation to electricity generated from wind, which is expected to be a significant contributor to renewable electricity generation into the future.   Resource consent issues associated with the other forms of renewable electricity generation are not restricted to just resource allocation.  Habitat modification, landscape, visual and other amenity effects also arise in these consent processes.  A change to the RMA which only addressed resource allocation would not resolve these issues or establish the significance of renewable electricity generation which can be weighed against these issues.  Such a change would need to be carefully considered in relation to the impacts (costs) that may be generated from other activities that rely on access to water.  

The RMA could be changed to clarify the environmental baseline to be used in the assessment of existing renewable electricity generation which require ‘re-consenting’.  It is anticipated that such a change would make the ‘re-consenting’ process more efficient and avoid debate around the starting point for assessment.  It would be particularly beneficial given the large proportion of current renewable electricity from hydro sources.  This option however would benefit existing generation and not new generation.

Finally, the RMA could be changed to make it clear that the Minister’s decision regarding the national significance of a project under section 142 must be given weight in the subsequent section 104 decision.  This change would have benefits for those projects that are called-in by clearly establishing their national significance in terms of the decision on whether to grant or refuse the resource consent application.  However it would not resolve the need to litigate the national significance of projects not called-in, particularly smaller scale generation projects.  It would also not establish a broader policy framework either at a national level or in regional or district level documents.

Other than introducing a preference for renewable electricity generation in the allocation of resources, none of these changes to the RMA would benefit third party activities.
5.3 Increased use of alternative resource consent paths 

Section 3.1.3 above outlines the alternative resource consent paths currently available under the RMA.  These are still in their infancy as mechanisms and their ability to improve process remains to be proven.  However should they prove effective, particularly in reducing resource consent timeframes and also in ensuring appropriate weight is given to the benefits of renewable electricity generation, then greater use of these mechanisms could be made.  
Notwithstanding this, these processing mechanisms will not provide the overall policy framework at a national, regional and district level that has been identified as being missing in the status quo.  Equally, they will only benefit those projects which are of such a scale to be called-in and are therefore not likely to resolve the current issues experienced in relation to medium or small scale generation projects.  While individually these projects do not make as large contribution to meeting electricity demand, cumulatively they will be important in meeting national targets. 
5.4 Enhanced status quo
The hearing commissioners in their decision on the Mill Creek wind farm recorded that they did not hear evidence from the government on the project.  In doing so the commissioners noted, as an aside, that:

‘this creates some uncertainty for decision makers when deciding the application on section 7 (j) RMA matter’.

In light of this it would appear that more consistent use of all of government submissions on resource consent applications for renewable electricity generation projects would be beneficial in assisting decision makers to weigh benefits and adverse effects.  
Such an approach would not however establish a clear national policy on the issue. The weight that would be afforded to such submissions would be determined on a case by case basis, determined based on the quality of the submission and evidence called in support of it. The fact that it was an all of government submission would not in itself ensure it was afforded higher weight.

 Further this approach would not resolve the gaps in policy which exist at regional and district levels.  In regard to both of these limitations this approach can be viewed as being ‘after-the-fact’ in that the submission would only be made once the application(s) is lodged with the relevant local authority.  The submission approach would not influence the feasibility assessment work undertaken by the generator during which matters such as the lack of supportive policy frameworks may be used as one reason to not proceed with a generation opportunity.
5.5 Designations 

It is noted that the Phase II RMA review is considering whether electricity generators should be given requiring authority status and access to the designation process to facilitate new or existing electricity generation activities.  Analysis undertaken as part of that process has indicated that the exclusion of electricity generators from direct access to requiring authority status creates costs by requiring these parties to either seek requiring authority status via the alternative section 166(i) path or excluding these parties from the benefits available to requiring authorities
.  It appears however that the main benefit that would result from expanding eligibility for requiring authority status would come from access to compulsory purchase provisions in the Public Works Act. In other words, the main benefit is not directly related to the problems identified in relation to the status quo of relevance to this evaluation.  
5.6 Alternative National policy statements
The NPS currently under consideration broadly addresses the benefits of renewable electricity generation.  A NPS addressing other matters of relevance to renewable electricity generation could be developed as an alternative to this.  In particular, a NPS on landscape identification and management could be considered.  Such an NPS could be used to provide clarity and consistency on identifying highly valued landscapes.  This would be particularly useful in relation to wind energy projects for which the identification and assessment of valued landscapes can be a significant component of the resource consent costs.
However a NPS on select environmental values would not address the recognition of the benefits of renewable electricity generation, the lack of policy frameworks at national, regional and district levels, or third party activities.
5.7 National environmental standards
National environmental standards (NES)could be considered in relation to a range of issues raised regarding the status quo.  It would appear that this tool would be most relevant in relation to setting a consistent regulatory framework for establishment of monitoring devices to confirm the capacity of renewable energy resources before development.  There may also be potential to use an NES to establish nationally consistent activity status for renewable electricity generation activities.  
Depending on the activity status established for the monitoring devices, the first option would likely ensure the investigation of renewable energy resources was more efficient.  However, it is noted that none of the generators spoken to raised this as being a particular issue under the status quo.  

The second option relating to the activity status of the renewable electricity generation activity itself would provide national consistency.  Assuming a discretionary activity status was used, it may also offer benefits in those limited parts of the country where activity status has been used to deter renewable electricity generation proposals.  

However, neither option would address the broad issues associated with the recognition of the benefits of renewable electricity generation, nor would they address third party activities.
5.8 Non-statutory guidance

Non-statutory guidance could be developed to address all issues identified in the status quo and the problem definition.  This guidance could be provided through a variety of means including written material and on-going training workshops for decision makers and advisors.  It could be used to raise awareness of the benefits of renewable electricity generation and how these may be weighed against adverse environmental effects.
However the application of the matters learnt through such guidance to both resource consent decision making and policy and plans would be voluntary.  Therefore its uptake would be influenced by a range of factors including the sensitivity of the local community to renewable electricity generation and turnover amongst council staff and politicians.  There are also questions whether non-statutory guidance would have any influence over decisions made by the Environment Court.

5.9 The proposed National Policy Statement

As considered more fully in the section which follows, the proposed NPS will address the lack of recognition of the national significance of renewable electricity generation and how the benefits should be weighed against adverse environmental effects.  It will, to an extent, direct provisions of regional policy statements and regional and district plans and will go part way to addressing effects associated with third party activities, specifically those associated with reverse sensitivity effects.

It is noted that the proposed NPS is unlikely to fully resolve the issues with the status quo.  However, as is discussed below, it is unlikely that any single instrument would do so.

5.10 Conclusion
Of the options assessed it is considered that the NPS most fully addresses the issues with the status quo.  A more detailed analysis of this is provided in the following section of this report.
However it is also noted that many of the ‘alternatives’, most obviously non-statutory guidance, would in fact act as complementary mechanisms to strengthen the benefits that are likely to be obtained from the NPS.  It is considered that these alternatives may warrant more full evaluation then is possible within the scope of this report, some of which is understood to be occurring as part of the Phase Two Resource Management Reforms.

6. National Policy Statement Evaluation

The following evaluation is broken into two sections corresponding with the evaluation of the Objective and the evaluation of the policies included in the NPS. For the purposes of a Section 32 evaluation under the RMA the terms “costs” and “benefits” have broad meanings and include environmental, social, cultural, and economic matters.

6.1 Objective evaluation

Section 32 requires that the evaluation must examine the extent to which the objective included in the NPS is the most appropriate way to achieve the purpose of the Act.

The purpose of the Act is to promote the sustainable management of natural and physical resources, which means:

“managing the use, development, and protection of natural and physical resources in a way, or at a rate, which enables people and communities to provide for their social, economic, and cultural wellbeing and for their health and safety while—

(a) 
Sustaining the potential of natural and physical resources (excluding minerals) to meet the reasonably foreseeable needs of future generations; and

(b) 
Safeguarding the life-supporting capacity of air, water, soil, and ecosystems; and

(c) 
Avoiding, remedying, or mitigating any adverse effects of activities on the environment”.

The Objective of the NPS seeks the following outcome:

“To recognise the national significance of renewable electricity generation activities by providing for the development, operation, maintenance and upgrading of new and existing renewable electricity generation activities, such that the proportion of New Zealand’s electricity generated from renewable sources increases to a level that meets or exceeds the New Zealand Government’s national target for renewable electricity generation.” 

The inclusion of this Objective, and the proposal to introduce the NPS more generally recognises the importance of electricity to social economic well being.  In doing so the Objective seeks outcomes in relation to the national significance of renewable electricity generation; development, upgrading, maintenance and operation of new and existing renewable electricity generation activity; and indirectly in relation to the Government’s current aspirational target for renewable generation by 2025. 

The following evaluation considers each of these elements, in turn, against the purpose of the Act. 
Based on the evaluation included in these three sections it is considered that the Objective represents the most appropriate way to achieve the purpose of the Act. Broadly, it is considered that the Objective appropriately reflects the balance contained within the Act’s purpose between enabling the use and development of resources, in this case a nationally significant resource, and managing the adverse environmental effects of its use and development. 

6.1.1 The importance of electricity 

Economic growth is heavily dependent on a secure and cost-effective supply of electricity. The supply and price of electricity supports the continuation of current economic activity. A secure and cost effective supply of electricity, along with other key infrastructure, supports investment and growth. While the benefits of electricity are too numerous to list, it is clear that a reliable and cost-effective supply of electricity is essential to the quality of New Zealander’s lives. Electricity contributes significantly to the economic, social, and cultural wellbeing of people and communities on a national scale.  

Given the value of electricity to the nation, seeking recognition of it through the facilitation of the use of electricity is an appropriate objective in terms of the purpose of the RMA.  

This component of the Objective clearly relates to the first portion of the purpose of the Act, which seeks to enable the use and development of resources, including physical resources, so that people and communities can meet their needs.  The first element of the Objective serves to build upon this broad intent within the Act’s purpose by setting more specific direction in relation to the national significance of electricity.

6.1.2 The national significance of renewable electricity and the appropriateness of providing for Renewable Electricity Generation Activities
One of the important priority areas in the Draft New Zealand Energy Strategy 2010 is the development of renewable energy resources. Currently, 73% of our electricity is from wind, hydro, and geothermal resources (see Ministry of Economic Development Energy Data File, www.med.govt.nz). 

Importantly, the price of fossil fuel is likely to increase as the cost of carbon emissions are priced into the economics of electricity generation. The Government expects to see more investment in renewable energy generation, particularly from geothermal and wind resources. A reduced dependence on fossil-fuel generation will reduce New Zealand’s carbon emissions, reduce dependence on fossil fuel generation, improve air quality and health and limit the extent of its economic liabilities on the international carbon market. 

To date, local authorities have placed weight on local environmental effects relative to the national benefits of renewable generation (see Section 3.1.2 (f)). The Objective offers a degree of appropriateness in relation to the purpose of the RMA and provides balance to recognising the importance of renewable electricity generation no matter the size of the project. The statement in the Preamble and the Objective recognises both the potential of renewable energy generation to create adverse environmental effects and the need to balance these with the recognition of the benefits.
While the statement supporting renewable electricity generation is general and to some extent simply repeats the requirement of the Act, it does give context around how decision makers should value the national benefit. Sections s5(2)(a), s5(2)(b), and s5(2)(c) of the RMA all support the national significance of renewable electricity generation and by implication the benefits derived from it. This is particularly important for smaller generators who find it difficult to get across to decision makers the national importance of their smaller renewable generation projects.  

6.1.3 Attainment of the current national target

Promoting an increase in the proportion of electricity generation from renewable sources to meet the Government’s aspirational goal of 90 per cent by 2025 will result in a diversification of the range of generation types and locations of generation. Developing a diverse renewable generation capability will decrease reliance on any one generation type or location.  For example in the past 90 per cent renewable energy generation has been achieved by relying on hydro. This has meant that New Zealand was vulnerable to hydrological fluctuation and disruption to security of supply.

Finally, it is considered that the Objective is consistent with section 7(j) of the RMA because it specifically recognises the national importance of developing, upgrading, maintaining and operating renewable electricity generation activities.  

6.2 Evaluation of policies

The evaluation of the appropriateness of the 14 policies considers the efficiency and effectiveness of each policy individually.  Criteria for this evaluation are set out in sections 6.2.1 and 6.2.2 below.

The evaluation of policies then concludes with a summary of all 14 policies to assess how they fit together as a package under the NPS Objective. Consideration of the appropriateness of the package of policies is necessary as it is recognised that while each policy will go some way to fulfilling the Objective, and must do so to be considered appropriate, no one policy will be fully effective in achieving the Objective. In other words, it is very unlikely that a single policy could be considered the ‘most appropriate’ way to achieve the Objective.

6.2.1 Effectiveness

For the purposes of evaluating “effectiveness” three elements are considered. The first element is whether the policies address the full scope of matters covered in the Objective. As noted the Objective seeks outcomes in relation to three matters:

· The recognition of the national significance of renewable electricity generation;

· The development, upgrading, maintenance and operative of new and existing renewable electricity generation activities; and; 

· Attainment of the current national target.

The second element of effectiveness is whether the NPS utilises all relevant policy approaches. In completing this part of the evaluation it is recognised that a more limited range of policy approaches are available for use in a NPS than in other RMA policy statements or plans. The policy approaches considered to be available to a NPS are:

· Plan/Policy Statement changes – policies that require regional policy statements and district or regional plans to address specific matters;

· Resource consent/Notice of Requirement guidance (hereafter referred to as ‘approval decisions’) - policies that provide guidance on matters that need to be considered as part of resource consent applications and notice of requirement considerations.

The third and final element of the evaluation of effectiveness considers the strength of the language used in the policy and whether the outcome anticipated from the policy is likely to be clearly understood.

6.2.2 Efficiency

When considering the efficiency of each policy we have examined the costs and benefits associated with:

· The environment

· Landowners

· Generators (small and large)

· Local government (district, city, and regional councils)

· Government

· Consumers and

· Maori.

It is hard to avoid some overlap in an assessment disaggregated across so many different parties. For instance, things that directly affect generators also indirectly affect electricity consumers, to the extent that costs and savings are passed on through the transmission pricing mechanism of the cost of electricity to consumers. They also affect the government as shareholder of some of the generators, and also affect the risk of government involvement in the event of consequences arising from being unable to provide security of electricity supply. In a quantified analysis these overlaps would need to be netted off carefully to avoid double-counting but in a qualitative analysis such precision is less critical, and it can still be informative to look at the distribution of effects across different parties.

For evaluating “efficiency” it is necessary to be satisfied that the NPS achieves a net benefit or, at the least, that it is effective at minimal cost. With a change in policy there are two sorts of costs to be considered. “Transaction costs” are incurred by all parties in familiarising themselves with the new rules and in complying with them (e.g. in gathering information for application for consents or consultation with other parties). “Consequential costs” are incurred by parties if the rules require them to appreciably change behaviour or activities over what they would otherwise have done without the NPS (e.g. reducing generation, modifying renewable energy structures etc). The sum of transaction costs and consequential costs should be less than the value of benefits obtained for the NPS to be efficient.

To the extent that the NPS clarifies meaning and reduces differences in interpretation between the parties, it can be expected to reduce such transaction costs, although in some circumstances it may just redirect transaction cost generation into new areas. The second category of costs are what might be termed consequential costs, the use of resources in new ways as a result of the NPS. For instance, a policy that required a generator to consider improving or re-routing access roads could result in both increased transaction costs (from the enhanced consideration of options) and increased consequential costs if it resulted in a longer or more difficult route being chosen as a means of managing the environmental effects.

The precise extent of transaction costs and consequential costs is indeterminate, because local authorities retain discretion in how they implement an NPS. But transaction costs are somewhat more tangible and “certain” than consequential cost effects which depend on the discretionary responses of many other parties and external factors.

In the framework of analysis used here, benefits are primarily the avoidance of costs that would otherwise be expected to occur in continuation of the status quo and ensuring that New Zealand is ready for a substantial increase in the price of carbon. Other benefits are considered including potential environmental or health benefits. 

Costs are additions to the transaction or real costs, relative to the status quo.  As with benefits, other costs such as adverse environmental impacts are considered. The general effects on the parties are expected to be along the following lines:

· A positive benefit for the generators would:

· Benefit customers to some degree, including both electricity consumers and landowners;

· Benefit the government in international negotiations and its capacity to move quickly once any agreement on carbon reductions is signed; but

· Effect on the environment around various renewable energy generation sites;

· Effect on local communities could be neutral or negative, but with a heavier tendency to negative because of the perceptions of noise and other adverse environmental effects;

· Effects on local councils are difficult to determine, as there may be savings in transaction costs from clarification of entitlements, as well as some loss in local discretion over the relative weighting given to national and local issues.

There can be exceptions to this general pattern, as is apparent in consideration of the separate policies in the NPS.

We have also indicated whether a cost or benefit is large, medium, or small. The rule of thumb we have used is that:

· Large costs or benefits are over $1.5 million;

· Medium costs or benefits are between $0.5 and $1.5 million; and

· Small costs and benefits are below $0.5 million.

6.3 A: Recognising the benefits of renewable electricity generation activities

6.3.1 Policy A
Decision-makers shall recognise and provide for the national significance of renewable electricity generation activities, including the national, regional and local benefits relevant to renewable electricity generation activities. These benefits may include, but are not limited to: 

(a) 
maintaining or increasing electricity generation capacity while avoiding, reducing or displacing greenhouse gas emissions; 

(b) 
maintaining or increasing security of electricity supply at local, regional and national levels by diversifying the type and/or location of electricity generation; 

(c)
using renewable natural resources rather than finite resources;

 (d)
the reversibility of the adverse effects on the environment of some renewable electricity generation technologies; 

(e)
avoiding reliance on imported fuels for the purposes of generating electricity.
a) Effectiveness

Policy A is fundamental to the achievement of the first element of the Objective, namely the recognition of the national significance of renewable electricity generation.  By linking the full range of benefits (national, regional and local) to the national significance of renewable generation activities, the policy provides support not only to large generation projects but also to small projects. The policy will also have an effect, although less direct, in terms of ensuring that renewable electricity generation activities are provided for and in achieving the current national target.  

Given the general reference to ‘decision makers’ it can be assumed that the policy will influence both policy/plan and approval decision making.  Finally the direction that decision makers ‘shall’ recognise and provide the national significance of renewable electricity generation activities provides a clear direction to decision makers.  However, there may also be some uncertainty surrounding how to reconcile the direction in this policy to ‘recognise and provide for’ the national significance including the benefits, with the direction in s7 (j) of the RMA to have particular regard to the benefits.  
b) Efficiency

Policy A is expected to efficiently achieve the outcome sought under the Objective. With recognition of the significance of renewable electricity generation it assists generators (particularly smaller generators) in their quest to have consistent rules across councils. It does this by setting out that the local, regional, and national benefits of renewable all contribute to the national significance of the activity, and by detailing some of the benefits of renewable electricity generation.

For the environment we expect a small cost from the adverse effects of hydro and wind farms. The evaluation of benefits of renewables as outlined in A will have some negative impact on the local environment, however this will not be large since the difference in the number of projects constructed with the NPS and without the NPS is relatively small.   

Some landowners will benefit from policies outlined in A. This will most likely occur where returns from the land have been relatively poor (e.g. sheep and beef farms), where the terrain suits wind farms.

For local government a small benefit will accrue for Appeals and Board of Inquiry processes. The small benefit occurs because A gives more certainty as to the national benefits of renewable electricity generation. However small costs will be incurred for changes – up until 2016 - to district plans, regional coastal plans, regional freshwater plans, and regional policy statements. 

For Government and consumers the national recognition of the benefits of renewables has a small benefit. Government will spend less time advocating the benefits and consumers may have slightly reduced prices and a small benefit from knowing that the energy is coming from a renewable source. Of importance for government is that they will be ready for any international agreement that attempts to reduce carbon in the atmosphere. In this respect, since the NPS mechanisms are in place New Zealand can react more quickly to changes in international carbon pricing. Guidance on the NPS will be a small cost to Government.

Maori may experience a small cost since policy A could have an impact on certain sites and water bodies of significance.
	 

	Table 8: Summary of effectiveness and efficiency of Policy A

	Effectiveness
	Policy A

	Recognition of the national significance of renewable electricity generation 
	(

	Provision for renewable electricity generation activity
	½ (

	Attainment of the current national target
	½ (

	Impacts on council plans
	(

	Impacts on resource consents & designations
	(

	Policy strength & clarity
	½ (

	Efficiency
	
	

	Environment
	Small cost  

	Landowners
	Small benefit

	Generators
	Mixture of small and medium benefits. 

	Local Government
	A small benefit associated with consent appeals and a mixture of small costs associated with plan changes 

	Local Communities
	Small cost for planning and consents and a small cost for well being

	Government
	Small benefit for the consents process, and a potential medium benefit for international commitments

	Consumers
	Small benefit

	Maori
	Small cost

	Note: Large costs or benefits are over $1.5 million; Medium costs or benefits are between $0.5 and $1.5 million; and small costs and benefits are below $0.5 million.
Source:
NZIER and Harrison Grierson

	


6.4 B: Acknowledging the practical implications of achieving New Zealand’s target for electricity generation from renewable resources

6.4.1 Policy B
Decision-makers shall have particular regard to the following matters:
(a)
maintenance of the generation output of existing renewable electricity generation activities can require protection of the assets, operational capacity and continued availability of the renewable energy resource; and
(b)
even minor reductions in the generation output of existing renewable electricity generation activities can cumulatively have significant adverse effects on national, regional and local renewable electricity generation output; and
(c)
meeting or exceeding the New Zealand Government’s  national target for the generation of electricity from renewable resources will require the significant development of renewable electricity generation activities.
a) Effectiveness

The requirement within policy B.1 for decision makers to acknowledge the implications of the current national target gives direct effect to outcomes in the NPS’s Objective relating to the national target and also in relation to development, upgrading, maintenance and operation of new and, in particular, existing renewable electricity generation activities.  In this respect, the policy is a fundamental element of the NPS and it is noted that comments from generators about this policy were consistently favourable.  

Given the general reference to ‘decision makers’ it can be assumed that the policy will influence both policy/plan and approval decision making.
The direction that decision makers ‘shall have particular regard to’ the practical implications is appropriately strong language.  

b) Efficiency

One of the major effects that can be quantified in the NPS is the large benefit conferred on generators who are going through re-consenting and new consenting processes. This is because even small losses in generation can be a major cost to generators. Generators have provided information to the Board of Inquiry and to this assessment process of instances where small amounts of generation capacity proposed by generators have been removed in the consenting and re-consenting processes by decision makers. Over time, these small cumulative losses have major monetary implications. Policy B.1 addresses this concern by explicitly pointing to the importance of minor losses of generation capacity.

Evidence of this has come from a number of sources. Trust Power in their evidence to the Board of Inquiry detail a 6%-7% loss through the imposition of environmental constraints on the Motukawa Scheme. Other Trust Power examples include Matahina and Patea Hydroelectric Power Schemes where generation potential has been removed.         

	

	Table 9: Summary of effectiveness and efficiency of Policy B1

	Effectiveness
	

	Recognition of the national significance of renewable electricity generation 
	Indirectly

	Provision for renewable electricity generation activity
	(

	Attainment of the current national target
	(

	Impacts on council plans
	(

	Impacts on resource consents & designations
	(

	Policy strength & clarity
	(

	Efficiency
	

	Environment
	Small cost

	Landowners
	Small benefit

	Generators
	A range of small, medium and large benefits. The large benefit comes from avoided output under the status quo.

	Local Government
	Small benefit for appeals and small costs for plan changes

	Local Communities
	Small costs

	Government
	Small benefit from investment in consent process, small cost from guidance, and medium benefit from international commitments

	Consumers
	Small benefit

	Maori
	Small cost

	Note: Large costs or benefits are over $1.5 million; Medium costs or benefits are between $0.5 and $1.5 million; and small costs and benefits are below $0.5 million.
Source:
NZIER and Harrison Grierson

	


Page 13 of the proposed NPS Board of Inquiry report gives the Tongariro Power Development as another example. Also, smaller generators, such as Pioneer, suggest that the number of wind turbines have been reduced as part of consent processes even though the scale of the projects are relatively small. As a simple proxy for building the replacement generation capacity some conservative calculations have been made to illustrate the size of the avoided benefits. The projected loss is assumed to be only ½ percent from projected projects in the 10MW-50MW range over the next 15 years under the status quo. Despite this, the benefit from this represents roughly half the quantifiable total benefit.

The benefits to other stakeholders include a small benefit to local government on appeals, small benefits to consumers, and a reduction in government advocacy on consents. Generators also have a mixture of small to medium benefits on issues such as consents, plan advocacy, and third party submissions.

Small costs are incurred by councils (plan changes), local communities (consents and planning processes), government (guidance costs), Maori (specific sites and important water bodies) and the local environment. 
6.5 C: Acknowledging the practical constraints associated with the development, upgrading, maintenance and operation of new and existing renewable electricity generation activities

6.5.1 Policy C1
Decision-makers shall have particular regard to:

(a)  the need to locate the renewable electricity generation activity where the particular renewable resource is available;

(b)  logistical or technical practicalities associated with developing, upgrading, operating or maintaining the renewable electricity generation activity;

(c)  the location of existing structures and infrastructure including, but not limited to, roads, navigation and telecommunication structures and facilities, the distribution network and the national grid in relation to the renewable electricity generation activity, and the need to connect renewable electricity generation activity to the national grid.

(d)  designing measures which allow operational requirements to complement and provide for mitigation opportunities; and

(e)  adaptive management measures.
a) Effectiveness

The recognition of the practical constraints (clauses a to c of Policy C1) and alternative mitigation measures (clauses d & e of Policy C1) will assist the development, upgrading, maintenance and operation of new and existing renewable electricity generation activities.  It is noted that practical constraints associated with renewable electricity generation activities can limit the ability of these activities to avoid, remedy or mitigate adverse effects.  Therefore unless these constraints are recognised by decision makers then the approval of renewable electricity generation activities may be more difficult.  

The general reference to ‘decision-makers’ implies that the policy applies to both policy/plan and approval decision making.  This is appropriate given that regard should be given to these practical constraints in both consent decision making and when local authorities develop policy statement and plan provisions which manage adverse environmental effects.

Again the policy appropriately directs that decision makers ‘shall have particular regard’.

b) Efficiency

Policy C1 supports policies A.1, A.2 and B.1. It assists generators in their ability to carry out their activities without constraint by other means in a consenting process (see Table 10). Therefore, it delivers a small to medium benefit to generators for consents, re-consenting, lost output, and plan advocacy.

For other stakeholders, it is either a small cost (e.g. local government because of plan changes and local community in terms of well being) or a small benefit (e.g. land owners who may be able to attract, particularly wind projects).     

	

	Table 10: Summary of effectiveness and efficiency of Policy C1

	Effectiveness
	

	Recognition of the national significance of renewable electricity generation 
	Indirect

	Provision for renewable electricity generation activity
	(

	Attainment of the current national target
	Indirect

	Impacts on council plans
	(

	Impacts on resource consents & designations
	(

	Policy strength & clarity
	(

	Efficiency
	

	Environment
	Small cost

	Landowners
	Small benefit

	Generators
	Mainly medium benefits

	Local Government
	Small costs

	Local Communities
	Neutral

	Government
	Small costs

	Consumers
	Neutral

	Maori
	Small cost

	

	Note: Large costs or benefits are over $1.5 million; Medium costs or benefits are between $0.5 and $1.5 million; and small costs and benefits are below $0.5 million.
Source:
NZIER and Harrison Grierson

	


A small loss for the local environment is expected because the NPS reinforces the national benefit argument for renewable electricity generation when considering local environmental effects of any particular project.

6.5.2 Policy C2
When considering any residual environmental effects of renewable electricity generation activities that cannot be avoided, remedied or mitigated, decision-makers shall have regard to offsetting measures or environmental compensation including measures or compensation which benefit the local environment and community affected.
a) Effectiveness

Policy C2 is intended to require decision makers to have regard to offsetting mechanisms and environmental compensation when measures to avoid, remedy or mitigate the adverse effects of renewable electricity generation activities have not been fully effective.  In this way, the policy recognises that not all adverse effects of renewable electricity generation activities will be able to be avoided, remedied or mitigated, and seeks to offer an alternative mechanism to address the residual effects.  

The inclusion of this policy will assist the development, upgrading, maintenance and operation of new and existing renewable electricity generation activities. In providing for an alternative approach to the adverse effects of the renewable electricity generation activities the policy indirectly recognises the significance of these activities and will aid in the attainment of the national target.  

The general reference to ‘decision makers’ implies that the policy is of relevance to both policy/plan and approval decision making.  The relevance of Policy C2 to policy/plan decision making is confirmed by the reference to section C in policies H1 and H2.

The direction that decision makers ‘shall have regard to’ is not as strong as other policies, including C1.  However this is considered appropriate in this instance given that the intent is not to require decision makers to accept the alternative approach in all cases.

b) Efficiency

Policy C2. has a relatively minor impact on all parties. It seeks to ensure that those who are affected by residual environmental effects are compensated. Therefore, generators will experience a small cost, while those that are affected (e.g. communities and potentially Maori may receive a small benefit. The size of the benefits/costs might vary substantially from case to case but we would expect that when averaged out over the fifteen years that the costs/benefits will be relatively small.

For other stakeholders and the environment the policy is neutral (see Table 11).  

	

	Table 11: Summary of effectiveness and efficiency of Policy C2

	Effectiveness
	

	Recognition of the national significance of renewable electricity generation 
	Indirect

	Provision for renewable electricity generation activity
	(

	Attainment of the current national target
	Indirect

	Impacts on council plans
	(

	Impacts on resource consents & designations
	(

	Policy strength & clarity
	appropriate to content

	Efficiency
	

	Environment
	Neutral

	Landowners
	Neutral

	Generators
	Small cost

	Local Government
	Small cost

	Local Communities
	Small benefit

	Government
	Neutral 

	Consumers
	Neutral

	Maori
	Small benefit

	Note: Large costs or benefits are over $1.5 million; Medium costs or benefits are between $0.5 and $1.5 million; and small costs and benefits are below $0.5 million.
Source:
NZIER and Harrison Grierson

	


6.6 D: Managing reverse sensitivity effects on renewable electricity generation activities

6.6.1 Policy D.1
In achieving the purpose of the Act, decision-makers must to the extent reasonably possible manage activities to avoid reverse sensitivity effects on consented and on existing renewable electricity generation activities.
a) Effectiveness

As noted in the discussion on the status quo, reverse sensitivity effects are a real issue for generators and attempts to avoid the risks associated with them can create for a cost for them (see Table 12).  In this regard, the inclusion of a policy directed at this issue will assist in achieving that element of the NPS’s objective relating to the upgrading, maintenance and operation of existing renewable electricity generation activities.  By helping to protect these existing resources it will also contribute to the attainment of the national target, the achievement of which will become more difficult and expensive if the existing ‘base’ of renewable electricity generation is eroded.

Notwithstanding these comments, it is noted that the policy was one of the more heavily criticised by the generators during interviews. This is generally because it is considered to be weaker than the equivalent provision within the NPS on electricity transmission and the Board of Inquiry’s recommendation.  Of particular concern to the generators is the non-inclusion of a direction equivalent to:

‘that operation, maintenance, upgrading, and development of the electricity transmission network is not compromised’

The inclusion of this phrase would add strength and clarity to the policy.  It is also noted that the inconsistency with the similar provision in the NPS on electricity transmission is likely to raise questions as to what should be taken from the difference.  This may lead to the conclusion that a lower level of protection should be applied to renewable electricity generation activities than to electricity transmission facilities.

The policy addresses both policy/plan and approval decision making.  
	

	Table 12: Summary of effectiveness and efficiency of Policy D1

	Effectiveness
	

	Recognition of the national significance of renewable electricity generation 
	Indirectly

	Provision for renewable electricity generation activity
	(

	Attainment of the current national target
	Indirectly

	Impacts on council plans
	(

	Impacts on resource consents & designations
	(

	Policy strength & clarity
	Strength of policy reduced by exclusion on final phrase included in the BOI recommendation

	Efficiency
	

	Environment
	Neutral

	Landowners
	Neutral

	Generators
	Medium benefit for major generators

	Local Government
	Medium cost

	Local Communities
	Medium cost

	Government
	Neutral

	Consumers
	Neutral

	Maori
	Neutral

	

	Note: Large costs or benefits are over $1.5 million; Medium costs or benefits are between $0.5 and $1.5 million; and small costs and benefits are below $0.5 million.
Source:
NZIER and Harrison Grierson

	


b) Efficiency  

The main efficiency issues concern local government and generators. For generators policy D.1 provides a medium benefit for plan advocacy and third party submission because it increases the certainty that generators have in managing third party reverse sensitivity issues (see Table 12).  

Policy D.1 will also create a medium cost for local communities since more plans will need to be modified to take account of the greater protection given generators under policy D.1.
Policy D.1 will also create small and medium costs for local government. These are in the form of plan changes to take account of the new policy. 

For other stakeholders and the environment policy D.1 is likely to be neutral or incur minor costs.   

6.7 E: Incorporation of renewable electricity generation activities into regional policy statements and regional and district plans

6.7.1 Policies in Section E of the NPS

Policy E1 Solar, biomass, tidal, wave and ocean current resources
Regional policy statements and regional and district plans shall include objectives, policies and methods (including rules within plans) to provide for the development, operation, maintenance, and upgrading of new and existing renewable electricity generation activities using solar, biomass, tidal, wave and ocean current energy resources to the extent applicable to the region or district
Policy E2 Hydro-electricity resources 
Regional policy statements and regional and district plans shall include objectives, policies and methods (including rules within plans) to provide for the development, operation, maintenance, and upgrading of new and existing hydro-electricity generation activities to the extent applicable to the region or district.

Policy E3 Wind resources 
Regional policy statements and regional and district plans shall include objectives, policies and methods (including rules within plans) to provide for the development, upgrading, maintenance and operation of new and existing wind energy generation activities to the extent applicable to the region or district.
Policy E4 Geothermal resources
Regional policy statements and regional and district plans shall include objectives, policies and methods (including rules within plans) to provide for the development, operation, maintenance, and upgrading of new and existing electricity generation activities using geothermal resources to the extent applicable to the region or district.
a) Effectiveness

Given their similarity, and to avoid undue repetition, the effectiveness of the policies in Section E has been considered collectively.

These four policies require that provisions be included in policy statements and plans in relation to the development, operation, maintenance and upgrading of specific renewable energy resources. By doing so they will assist in achieving outcomes in relation to the development, upgrading, maintenance and operation of new and existing renewable electricity generation activities.

The policies are specifically targeted at policy/plan decision making and seek to ensure that the national policy framework established by the NPS is supported through regional and district level provisions.

The version of these policies discussed with generators included the qualifier ‘where appropriate’. Significant concern was raised that this qualifier would be inappropriately used by councils, which are facing significant local pressure against renewable electricity generation activities, as an opportunity to not include the intended provisions. 

In response to such concerns the phrase ’to the extent applicable to the region or district’ has been included in the policies.   This is intended to recognise that there will be some regions or districts, or some parts of regions and districts, where it is not relevant to include provisions relating to a specific renewable energy resource, e.g. provisions on geothermal resources are unlikely to be relevant in the Southland District.  

The need to provide for such ‘exemptions’ is recognised.  However, the inclusion of the qualifier retains a level of discretion for councils and presents a small risk that policy statements and plan provisions will not be developed in all areas where they should.  If this were to occur it would reduce the effectiveness of the provisions in Section E.

Further, it is noted that the policies do not provide specific direction on how policies statements and plans shall provide for renewable electricity generation activities.  While the Board of Inquiry recommendations attempted to do so, particularly in relation to geothermal and wind energy, the generators generally accepted that such an approach may not be appropriate in a NPS.  Further generators accept that some discretion regarding the nature of provisions should be retained by local authorities. 

It is noted that the policies in section E specifically refer to those sections of the NPS which are intended to provide direction on the breadth of matters that policy statement and plan changes should address.  It is also noted that more detailed guidance on the changes intended by the policies could be provided through non-statutory guidance on ‘model’ or ‘best practise’ provision.  Doing so would help to reduce the risk of large and inappropriate council-to-council variation in provisions.

b) Efficiency 
The efficiency issues in Policies E1, E2, E3 and E4 have most relevance for plan changes that are required to be made by local government. In each policy (solar, biomass, and marine, hydro-electric, wind, and geothermal resources) local government is likely to incur medium costs since they have to include plans and policy statements that are consistent with the NPS on specific renewable resources.

We expect that local communities will also want to comment on those plans and policy statements. This will require a significant commitment and incur a medium cost on local communities.

For government and generators there will be indirect benefits since policies E1, E2, E3 and E4 will shape the policies and plans in a way that ensures enhanced recognition of the specified forms of renewable energy generation. Government will not have to engage in extensive advocacy work and generators will use the NPS more effectively to support their consenting processes.

	    Table 13: Summary of effectiveness and efficiency of Policies in section E

	Effectiveness
	

	Recognition of the national significance of renewable electricity generation 
	Indirectly

	Provision for renewable electricity generation activity
	(

	Attainment of the current national target
	indirectly

	Impacts on council plans
	(

	Impacts on resource consents & designations
	N/A

	Policy strength & clarity
	½ ( Some risk of variation 

	Efficiency
	

	Environment
	Neutral

	Landowners
	Neutral

	Generators
	Indirect benefit

	Local Government
	Small to medium costs

	Local Communities
	Medium costs

	Government
	Indirect benefit

	Consumers
	Neutral

	Maori
	Neutral

	Note: Large costs or benefits are over $1.5 million; Medium costs or benefits are between $0.5 and $1.5 million; and small costs and benefits are below $0.5 million.
Source:
NZIER and Harrison Grierson

	


With regard to other stakeholders and the environment the policies E1, E2, E3 and E4 are likely to be neutral.   
6.8 F: Supporting small and community-scale renewable electricity generation

6.8.1 Policy F.1
As part of giving effect to Policies E1 to E4, regional policy statements and regional and district plans shall  include objectives, policies and methods (including rules within plans) to provide for the development,  operation, maintenance and upgrading of small and community-scale distributed renewable electricity generation to the extent applicable to the region or district.
a) Effectiveness

Policy F directs the inclusion of provisions in policy statements and plans which provide for the development and operation of small and community scale renewable electricity generation activities.  At a broad level this policy can be expected to be effective in assisting to overcome the difficulties identified with the status quo relating to small scale generation.  
As noted in relation to E Policies, discretion is retained for local authorities to determine the nature of the provisions to be included in their policy statement or plan.  Again non-statutory guidance may help reduce the risk that this discretion will result in inappropriate variation.  Given the scale of these renewable electricity generation activities, and the potential for rules and policies under the RMA to be prohibitive to their development, it may also be appropriate to consider a NES which specifically addresses the regulation of these scale activities.
As with the E Policies of the NPS  the need to include the qualifier ‘to the extent applicable to the region or district’ is recognised.  However, the inclusion of the qualifier retains a level of discretion for councils and presents a small risk that policy statements and plan provisions will not be developed in all areas where they should.  If this were to occur it would reduce the effectiveness of  Policy F.

b) Efficiency

The efficiency issues in Policy F surround the plan changes that are required to be made by local government. The policy is likely to incur medium costs for local government since they have to include plans and policy statements that are consistent with the NPS on small scale renewable energy projects.

Policy F is likely to assist micro generators in areas where local councils have been reluctant to consider such schemes. Although, micro generators depend heavily on the good-will and a good relationship with councils they are less likely to challenge council decision making processes. Despite this, there should be a small benefit to micro generators.

The small scale nature of these projects means that it will not impact on other stakeholders, although it will mean that Government will not have to engage in extensive advocacy work around small scale generation.

	

	Table 14: Summary of effectiveness and efficiency of Policy F1

	Effectiveness
	

	Recognition of the national significance of renewable electricity generation 
	Indirectly

	Provision for renewable electricity generation activity
	(

	Attainment of the current national target
	Indirectly

	Impacts on council plans
	(

	Impacts on resource consents & designations
	n/a

	Policy strength & clarity
	½ ( Some risk of variation

	Efficiency
	

	Environment
	Neutral

	Landowners
	Neutral

	Generators
	Small benefit to micro generators 

	Local Government
	Medium cost

	Local Communities
	Neutral

	Government
	Small indirect benefit

	Consumers
	Neutral

	Maori
	Neutral

	

	Note: Large costs or benefits are over $1.5 million; Medium costs or benefits are between $0.5 and $1.5 million; and small costs and benefits are below $0.5 million.
Source:
NZIER and Harrison Grierson

	


6.9 G: Enabling identification of renewable electricity generation possibilities 

6.9.1 Policy G

Regional policy statements and regional and district plans shall include objectives, policies and methods (including rules within plans)  to provide for activities associated with the investigation, identification and assessment of potential sites and energy sources for renewable electricity generation by existing or prospective generators.

a) Effectiveness

The identification of renewable energy resources is a critical part of the feasibility work undertaken in the development of generation possibilities.  None of the generators talked to, identified that consenting of the monitoring equipment, where required, is an unduly difficult task.  Notwithstanding this, the inclusion of this policy will contribute towards the development of new renewable electricity generation activities and therefore will assist in achieving the NPS objective.

The policy is specifically directed at policy/plan decision making which is appropriate given that it seeks a regulatory framework for identification and investigation activities.

The direction that policy statements and plans ‘shall include’ is appropriately strong.

b) Efficiency

From an efficiency perspective the costs fall on local councils, since they have to provide for objectives, policies, rules and methods that allow for the investigation and identification and assessment of potential sites. We expect that this will be a medium cost of councils since they have to provide a framework to actively assist generators.   

For generators a small benefit occurs for their plan advocacy work since they will not have to put more resources into ensuring access and setting up of monitoring equipments to gauge the potential of sites of interest. 

For other stakeholders and the environment Policy G is neutral.

	

	Table 15: Summary of effectiveness and efficiency of Policy G

	Effectiveness
	

	Recognition of the national significance of renewable electricity generation 
	indirectly

	Provision for renewable electricity generation activity
	(

	Attainment of the current national target
	indirectly

	Impacts on council plans
	(

	Impacts on resource consents & designations
	n/a

	Policy strength & clarity
	(

	Efficiency
	

	Environment
	Neutral 

	Landowners
	Neutral

	Generators
	Small benefit

	Local Government
	Medium costs

	Local Communities
	Neutral

	Government
	Neutral

	Consumers
	Neutral

	Maori
	Neutral

	

	Note: Large costs or benefits are over $1.5 million; Medium costs or benefits are between $0.5 and $1.5 million; and small costs and benefits are below $0.5 million.
Source:
NZIER and Harrison Grierson

	


6.10 H: Time within which implementation is required

6.10.1 Policy H1
Unless already provided for within the relevant regional policy statement or proposed regional policy statement, regional councils shall give effect to Policies A, B, C, D, E, F and G by notifying using Schedule 1 of the Act, a change or variation (whichever applies) within 24 months of the date on which this national policy statement takes effect.

6.10.2 Policy H2
Unless already provided for within the relevant regional or district plans or proposed plans, plan changes or variations, local authorities shall give effect to Policies A, B, C, D, E, F and G by notifying using Schedule 1 of the Act, a change or variation (whichever applies)  within the following timeframes:

(a) where the relevant regional policy statement or proposed regional policy statement already provides for the Policies, 24 months of the date on which this national policy statement takes effect; or
(b) where a change or variation to the regional policy statement or proposed regional policy statement is required by Policy H1, 12 months of the date on which the change or variation becomes operative.
a) Effectiveness

The policies in section H set the timeframe for the implementation of the earlier policy/plan related policies in the NPS.  A 24 month timeframe is set for regional policy statements and a varied timeframe is set for regional and district plans, depending on the status of the relevant regional policy statement.
 Given that regional and district plans must give effect to regional policy statements it is appropriate that a flexible timeframe is provided for these documents.  Providing a flexible timeframe avoids the risk that would occur if a fixed timeframe were imposed that the regional policy statement process may not be completed prior to the deadline to initiate the regional or district plan process.  This would make it difficult to ensure that the regional or district plan gives effect to the regional policy statement.
b) Efficiency

Policy H1 sets out the timeframe in which changes to regional policy statement are required to be implemented. From an economic perspective the more compressed timeframe the better the economic outcomes. Policy H1 and Policy H2 effectively compress the time in which the councils have to operationalise the NPS. It is councils who will bear the cost of this process and it is expected that  this will be small (since only minor changes are expected and most regional policy statements will have complied by 2014) for regional policy statements (Policy H1) and a medium cost for regional and district plans (Policy H2) 

Costs will also fall on local communities for both Policy H1 and H2 since they have an interest in the planning process. This is likely to be medium cost for communities since a number of regional and district plans will require change.

For other stakeholders and the environment the outcomes are neutral or an indirect cost or benefit.
If a landscape policy had been included in the NPS , this situation would have changed with large cost being incurred by regional and local councils as well as generators (see Appendix D  

	

	Table 16: Summary of effectiveness and efficiency of Policies H1 and H2

	Effectiveness
	

	Recognition of the national significance of renewable electricity generation 
	(

	Provision for renewable electricity generation activity
	(

	Attainment of the current national target
	Indirectly

	Impacts on council plans
	(

	Impacts on resource consents & designations
	n/a

	Policy strength & clarity
	(

	Efficiency
	

	Environment
	Indirect  cost

	Landowners
	Indirect  benefit

	Generators
	Indirect benefit

	Local Government
	Small cost  (Policy H1) and medium cost (Policy H2)

	Local Communities
	Medium cost

	Government
	Indirect cost

	Consumers
	Neutral

	Maori
	Indirect cost

	

	Note: Large costs or benefits are over $1.5 million; Medium costs or benefits are between $0.5 and $1.5 million; and small costs and benefits are below $0.5 million.
Source:
NZIER and Harrison Grierson

	


6.11 Monitoring and reviewing the implementation and effectiveness of the national policy statement
To monitor and review the implementation and effectiveness of this national policy statement in achieving the purpose of the Act, the Minister of the Environment should:

· in collaboration with local authorities and relevant government agencies collect data for, and, as far as practicable, incorporate district and regional monitoring information into a nationally consistent monitoring and reporting programme, including monitoring the performance of local authorities against the timeframes for giving effect to this national policy statement;

· utilise other information gathered or monitored that assists in measuring progress towards the Government’s national target for the generation of electricity from renewable sources; 

· within five years of its taking effect, and thereafter as considered necessary, assess the effect of this national policy statement on relevant regional policy statements and regional or district plans, resource consents and other decision making; and 

· publish a report and conclusions on matters above
a) Effectiveness
This statement of the intent to monitor and review the implementation and effectiveness of the NPS will indirectly influence the attainment of all three elements of the NPS’s objective and overall it will help ensure that the NPS policies are effective in achieving the Objective.
However, the effectiveness of the statement is potentially undermined through the inclusion of the direction ‘should’ which is not as strong as ‘shall’ and implies some discretion on the part of the Minister not to undertake the four tasks listed.  

	

	Table 17: Summary of effectiveness and efficiency of the statement of intent to monitor and review

	Effectiveness
	

	Recognition of the national significance of renewable electricity generation 
	Indirectly

	Provision for renewable electricity generation activity
	Indirectly

	Attainment of the current national target
	Indirectly

	Impacts on council plans
	n/a

	Impacts on resource consents & designations
	n/a

	Policy strength & clarity
	½ (weakened by direction ‘should’

	Efficiency
	

	Environment
	Neutral

	Landowners
	Neutral

	Generators
	Neutral

	Local Government
	Small cost

	Local Communities
	Neutral

	Government
	Small cost

	Consumers
	Neutral

	Maori
	Neutral

	

	Note: Large costs or benefits are over $1.5 million; Medium costs or benefits are between $0.5 and $1.5 million; and small costs and benefits are below $0.5 million.
Source:
NZIER and Harrison Grierson

	


b) Efficiency

This statement of intent is a mixture of small costs for government and local government and neutral for other stakeholders and the local environment.
Small costs will be incurred by government and local government since they are required to collect data and develop monitoring programmes that show progress towards NPS goals. We consider this process to be of marginal cost to existing data collection and monitoring activities carried out by entities involved.

For other stakeholders (landowners, the local community, generators, consumers and Maori) and the environment the statement of intent is neutral.
6.12 Summary of policies and statement of intent and effect on the Objective

This section considers the overall effect and appropriateness of the policies and statement of intent in relation to the Objective. A summary of the policies’ and statement of intent’s effectiveness (Table 18) and efficiency (Table 19), and the risks associated with them is set out below.

Based on these considerations it is concluded that the policies, in most instances, effectively address the three elements of the Objective. The statement of intent to monitor and review the NPS will provide information about the implementation of the policies.
6.12.1 Effectiveness

Table 18 summarises the policy and statement of intent effectiveness by placing ticks in the boxes where the policies appropriately deal with one or more of the three key areas of the Objective and also, whether or not the polices or statement of intent will have an effect on (1) council plans, (2) resource consents and designations and (3) policy or statement of intent strength and clarity. The strength of policy and statement of intent effectiveness and whether the effect is indirect or not has been gauged and noted.   

	  

	Table 18: Summary of effectiveness 

	Policy / Statement of Intent
	Elements of the Objective
	Effect on 

	
	Recognition of the national significance of renewable electricity generation 
	Provision for renewable electricity generation activity
	Attainment of the current national target
	Impacts on council plans
	Impacts on Resource consents & designations
	Policy strength & clarity

	A.1
	(
	½ (
	½ (
	(
	(
	(

	B.1
	Indirectly
	(
	(
	(
	(
	(

	C1
	Indirectly
	(
	Indirectly
	(
	(
	(

	C2
	Indirectly
	(
	Indirectly 
	Uncertain
	(
	appropriate to content

	D.1
	Indirectly
	(
	Indirectly
	(
	(
	Strength eroded by changes from BOI recommendation

	E1E1
	Indirectly
	(
	Indirectly
	(
	N/a
	½ ( Some risk of inappropriate variation

	E2
	Indirectly
	(
	Indirectly
	(
	N/a
	½ ( Some risk of inappropriate variation

	E3
	Indirectly
	(
	Indirectly
	(
	N/a
	½ ( Some risk of inappropriate variation

	E4
	Indirectly
	(
	Indirectly
	(
	N/a
	½ ( Some risk of inappropriate variation

	F.1
	Indirectly
	(
	Indirectly
	(
	N/a
	½ ( Some risk of inappropriate variation 

	G.1
	Indirectly
	(
	Indirectly
	(
	N/a
	(

	H1
	(
	(
	Indirectly
	(
	N/a
	(

	H2
	(
	(
	Indirectly
	(
	N/a
	(

	Monitor & review the NPS
	Indirectly
	Indirectly
	Indirectly
	N/a
	N/a
	½ ( strength eroded by ‘should’ 

	Note: Large costs or benefits are over $1.5 million; Medium costs or benefits are between $0.5 and $1.5 million; and small costs and benefits are below $0.5 million.
Source:
NZIER and Harrison Grierson

	


Overall, it is considered that the policies will be effective in achieving the Objective. In particular, the directions apply appropriately to both policy/plans and approval decision making. Also the strength and clarity of the policies are appropriate. 

Risks exist in relation to policies in section E depending on how the qualifier 'to the extent applicable to the region or district' is interpreted. As expected individual policies are not fully effective on their own.

6.12.2 Efficiency

a) benefits

In regard to the efficiency of the policies and statement of intent in relation to the Objective, there is a potential net benefit of approximately $5.6 million (see Table 19). It is of note that the costs associated with the policies are substantial, immediate, and are mainly short term prior to 2016. These are mainly accrued as local government, generators, government and local communities become familiar with the regulations associated with the NPS. The benefits, while very substantial last over the study timeframe. 

It is very important to note that the size of the benefits/costs is highly dependent on the attitude of councils and local communities to the NPS. Transaction costs represent friction in the move to a new policy and they can have an important bearing on whether polices are efficient.

Generators stand to gain the most benefit from the introduction of the NPS. The key benefit given to generators under the NPS is the ability to maximise their generation potential. Consenting processes often constrain generation output and while these constraints are normally small in terms of the size of the project even small losses in generation can be a major cost to generators. Over time, these small cumulative losses have major monetary implications. Policy B addresses this concern by explicitly pointing to the importance of minor losses of generation capacity.

Small generators, government, consumers and some landowners are likely to experience a medium to small benefit under the NPS. Small generators get recognition under Polices A,  B and F particularly as consents become cheaper and more easily attainable with the recognition that even increases in renewable generation contribute to current national targets. Government will benefit since it has to spend less time advocating the benefits of renewable electricity generation. Consumers and landowners will also receive a small uncosted benefit.

Two potentially major unquantified benefits accrue to government and the environment. The government has the policies in place that enable it to be a fast adapter to any ratified international agreement passed into domestic law that puts a cap on carbon emissions. The environment will benefit from less carbon emissions under the NPS.          

	

	Table 19: Summary of the costs and benefits

	Group/resource 
	Explanation 
	Costs/benefits

	Benefits 
	
	

	Environment 
	Potential small benefit of the reduction in greenhouse gases
	Potential small benefit can not be properly costed 

	Generators (large)
	Large benefits mainly from increasing generation capacity  
	Potential large quantifiable benefit of $13.2.m 

	Generators (small)
	Medium benefit from improve consenting and re-consenting processes
	Potential medium quantifiable benefit of $1m

	Government
	Some benefits will accrue from being proactive internationally 
	Potentially a large benefit but not properly costed

	
	Reduction in advocacy costs on renewable energy after 2016
	Potentially a medium quantifiable benefit of $1m

	Consumers
	A small benefit from reduced upward pressure on prices
	Potential small benefit not properly costed

	Land owners 
	A small benefit from renting of land for renewables use
	Potentially a small benefit uncosted

	Local government
	A small benefit from more certainty associated with the Appeals/Board of Inquiry process
	A small quantifiable benefit of $360,000

	Costs 
	
	

	Environment 
	Potential small cost. Local environmental adverse affects likely to be small relative to the status quo
	Potential costs can not be properly costed, but likely to be small cost

	Generators (large)
	Increased plan advocacy 
	Potential large quantifiable cost of $2.1m

	Local government
	Potential large cost associated with plan and policy changes
	Potential large quantifiable cost of $7.8m

	Government
	Potentially a small cost for guidance 
	Potential small quantifiable cost of guidance $165,000

	Local communities
	Potentially a medium cost for local communities as the national significance of renewables is given more weight in the consenting process 
	Potentially a medium quantifiable cost but uncosted

	Maori
	Potentially a small cost since selected sites and water-bodies of significance are affected by the national significance of renewables
	Potentially a small cost but not properly costed

	Net benefit 
	
	Potential net quantifiable benefit of approximately $5.6 million

	


	Note: Large costs or benefits are over $1.5 million; Medium costs or benefits are between $0.5 and $1.5 million; and small costs and benefits are below $0.5 million.
Source:
NZIER and Harrison Grierson

	


b) Costs

The main costs will fall on local government. Local government will face costs associated with the NPS. They will have to become familiar with its intent, and explain its provisions. This will be difficult in the short term because it requires a behavioural change by local communities who will potentially be against the introduction of the NPS. Councils costs are potentially $7.8 million with the main costs being around plan and policy changes.

Local communities are also likely to experience a medium cost as the NPS is introduced. Their losses will be transaction costs associated with dealing with consent processes and plan changes. Large generators (plan advocacy costs) and government (guidance) will also incur costs prior to the 2016 period as the NPS is introduced. Maori may also incur small costs in specific locations and or around significant water bodies. 

A slight increase in local environmental adverse effects is expected from the introduction of the NPS. The adverse effects in specific local environments are expected to increase marginally because slightly more renewable electricity generation projects are likely to be approved as national benefits of renewable electricity generation are given higher weighting.      

7. Risks and Uncertainties

S32 (4) (b) requires that in completing a s32 evaluation account must be taken of:

the risk of acting or not acting if there is uncertain or insufficient information about the subject matter of the policies, rules, or other methods.

This section considers the uncertainties identified during this evaluation and comments on the risks associated with them.

7.1 Behaviour of stakeholders

Throughout the discussion above two key areas of uncertainty or limited information have been identified. These relate to how local authorities will give effect the NPS i.e. local government will retain significant discretion in relation to how they give effect to the NPS in its current form. If councils do not fully comply with the introduction of the NPS by interpreting the NPS in ways that continue the status quo then the benefits will dissipate.  This potential for this risk to eventuate is mitigated by the review imposed via the statement of intent to monitor and review the NPS, which enables to the Minister for the Environment to amend the NPS should its implementation not be achieving the intended outcomes.
This is particularly important for the benefits associated with lost generation output which are highly sensitive to local government decision making. Table 20 illustrates this by showing that if local government do not implement the NPS in the “spirit” that it has been developed and revert to the status quo then there will be a net cost of -$2 million. However, the ½% used in this evaluation is a conservative figure and we consider that the NPS is likely to have a greater impact than we have put forward in this partial cost benefit analysis (given the evidence from generators to the Board of Inquiry and to this assessment). 

	

	Table 20: Impact of the reduction in generation 

$ millions

	Lost generation benefit assumption
	Impact on benefit for generators
	Total net  benefit
	Impact on CBA analysis

	1%
	13.2
	23.4
	13.2

	½ %
	7.6
	15.8
	5.6

	0% (status quo)
	0.0
	8.1
	- 2.0

	Notes:
(1)
Numbers are rounded


	Source:
NZIER and Harrison Grierson 

	


In this respect, how councils implement the NPS has the greatest potential to affect efficiency of the NPS. A positive or negative response by councils will have a much greater bearing on how the cost and benefits fall.  As already noted the review process required   should mitigate the risk that the costs and benefits of the NPS will not be as expected.
8.  Conclusions 

This report provides an assessment of the amended NPS for Renewable Electricity Generation consistent with section 32 of the RMA. Because of the high level of guidance given by such a NPS it is not feasible to quantify its cost and benefits with precision, but broad conclusions can be drawn. 

The evaluation of the status quo confirms that the important issues are:

· Recognition of the national significance of renewable electricity generation;

· Provision for renewable electricity generation activity; and

· Attainment of the current national target.

These issues are undoubtedly resource management issues for which consideration of alternatives to the status quo are warranted.

The costs of the status quo are likely to escalate in future years as new electricity generation is added to keep up with growing demand. Pressures arise from population growth, and economic activity. To keep up with this demand the need to find new sources of electricity generation are required. These efforts to find new sources of energy may be constrained by ratified international commitments to reduce greenhouse gas emissions. The role of new and existing renewable electricity generation is vital in any strategy to balance New Zealand’s electricity needs with its international commitments.

The benefits of the proposed NPS stem largely from the long term avoidance of lost renewable electricity generation and savings on consenting for large and small projects. Some of these benefits may be passed on to electricity consumers as improved efficiency. Two potentially large unquantified benefits are reduced carbon emissions into the atmosphere and the Government’s proactive stance by establishing the policy mechanisms to reduce greenhouse gas emissions in advance of an international agreement. The latter benefit will allow the Government to act quickly once an agreement that limits greenhouse gas emissions is signed.

The costs revolve around local governments changing plans and policies to recognise the NPS and ensuring that NPS provisions are carried out, central government implementing the NPS, local communities having to deal with environmental adverse effects, Maori in certain areas where sites and significant water bodies are located, and large generators increasing their plan advocacy. A potential small cost, not quantified, is the adverse effects on the local environment. This is likely to have a negative impact on wellbeing in areas where renewable electricity generation is being built. 

The effectiveness of the proposed NPS appears largely appropriate, particularly since it recognises the importance of dealing with national benefits. In particular, the directions apply appropriately to both policy/plans and approvals/decision making. Also the strength and clarity of the policies are appropriate. However, risks also exist in relation to policies in section E depending on how the qualifier ’to the extent applicable to the region or district’ is interpreted. As expected individual policies not fully effective on their own.

As regard to the efficiency of the policies  and statement of intent in relation to the Objective, there is a potential benefit of $5.6 million (see Table 19). The costs associated with the policies are substantial, immediate, and mainly occur in the short term (prior to 2016) as councils and local communities adapt to the regulations associated with the NPS. The benefits, while more substantial occur as renewable generation is built. Also, some of the major benefits are unquantified (reduced greenhouse gas emissions and government readiness to act once a carbon emissions agreement is reached).

The area of uncertainty or limited information has been identified during the evaluation relates to the behaviour of the participants who might seek to interpret the NPS as a continuation of the status quo.

While this point presents a risk in relation to the implementation of the NPS on renewable electricity generation and to the costs and benefits of the NPS, by drawing attention to them, we believe that these risks can be adequately mitigated.  

Appendix A  : Proposed National Policy Statement on Renewable Electricity Generation
Preamble
This national policy statement sets out an objective and policies to enable the sustainable management of renewable electricity generation under the Resource Management Act 1991 (‘the Act’). 

New Zealand’s energy demand has been growing steadily and is forecast to continue to grow. New Zealand must confront two major energy challenges as it meets growing energy demand. The first is to respond to the risks of climate change by reducing greenhouse gas emissions caused by the production and use of energy. The second is to deliver clean, secure, affordable energy while treating the environment responsibly. 

The contribution of renewable electricity generation, regardless of scale, towards addressing the effects of climate change plays a vital role in the wellbeing of New Zealand, its people and the environment. In considering the risks and opportunities associated with various electricity futures, central government has reaffirmed the strategic target that 90 per cent of electricity generated in New Zealand should be derived from renewable energy sources by 2025 (based on delivered electricity in an average hydrological year) providing this does not affect security of supply. 

Development that increases renewable electricity generation capacity can have environmental effects that span local, regional and national scales, often with adverse effects manifesting locally and positive effects manifesting nationally. 
This national policy statement does not apply to the allocation and prioritisation of freshwater as these are matters for regional councils to address in a catchment or regional context and may be subject to the development of national guidance in the future. 

In some instances the benefits of renewable electricity generation can compete with matters of national importance as set out in section 6 of the Act, and with matters to which decision-makers are required to have particular regard under section 7 of the Act. In particular, the natural resources from which electricity is generated can coincide with areas of significant natural character, significant amenity values, historic heritage, outstanding natural features and landscapes, significant indigenous vegetation and significant habitats of indigenous fauna. There can also be potential conflicts with the relationship of Maori with their taonga and the role of kaitiaki. The New Zealand Coastal Policy Statement 2010 also addresses these issues in the coastal environment. Increased national consistency in addressing the competing values associated with the development of New Zealand’s renewable energy resources will provide greater certainty to decision-makers, applicants, and the wider community. 

Title
This national policy statement may be cited as the National Policy Statement for Renewable Electricity Generation 2011. 
Commencement 

This national policy statement will take effect 28 days after the date of its issue by notice in the New Zealand Gazette. 
Interpretation

In this national policy statement, unless the context otherwise requires: 

“Act” means the Resource Management Act 1991. 

 “Decision-makers” means all persons exercising functions and powers under the Act. 

 “Distribution network” means a distributor’s lines and associated equipment used for the conveyance of electricity on lines other than lines that are part of the national grid.

 “Distributor” means a business engaged in distribution of electricity.

“National grid” means the lines and associated equipment used or owned by Transpower to convey electricity.  

“Renewable electricity generation” means generation of electricity from solar, wind, hydro, geothermal, biomass, tidal, wave, or ocean current energy sources. 

“Renewable electricity generation activities” means the construction, operation and maintenance of structures associated with the generation of renewable electricity. This includes small and community-scale distributed renewable generation activities and the system of electricity conveyance required to convey electricity to the distribution network and/or the national grid and electricity storage technologies associated with renewable electricity. 

“Small and community scale distributed electricity generation” means renewable electricity generation for the purpose of using electricity on a particular site, or supplying an immediate community, or connecting into the distribution network. 

Terms given meaning in the Act have the meanings so given.
Matters of national significance

The matters of national significance to which this national policy statement applies are:

(a) the need to develop, operate, maintain and upgrade renewable electricity generation activities throughout New Zealand; and 
(b) the benefits of renewable electricity generation. 
Objective 
To recognise the national significance of renewable electricity generation activities by providing for the development, operation, maintenance and upgrading of new and existing renewable electricity generation activities, such that the proportion of New Zealand’s electricity generated from renewable sources increases to a level that meets or exceeds the New Zealand Government’s national target for renewable electricity generation .
A Recognising the benefits of renewable electricity generation activities

Policy A 
Decision-makers shall recognise and provide for the national significance of renewable electricity generation activities, including the national, regional and local benefits relevant to renewable electricity generation activities. These benefits may include, but are not limited to: 

(a) 
maintaining or increasing electricity generation capacity while avoiding, reducing or displacing greenhouse gas emissions; 

(b) 
maintaining or increasing security of electricity supply at local, regional and national levels by diversifying the type and/or location of electricity generation; 

(c)
using renewable natural resources rather than finite resources;

 (d)
the reversibility of the adverse effects on the environment of some renewable electricity generation technologies; 

(e)
avoiding reliance on imported fuels for the purposes of generating electricity.
B Acknowledging the practical implications of achieving New Zealand’s target for electricity generation from renewable resources

Policy B 

Decision-makers shall have particular regard to the following matters:

(a)
maintenance of the generation output of existing renewable electricity generation activities can require protection of the assets, operational capacity and continued availability of the renewable energy resource; and

(b)
even minor reductions in the generation output of existing renewable electricity generation activities can cumulatively have significant adverse effects on national, regional and local renewable electricity generation output; and
(c)
meeting or exceeding the New Zealand Government’s  national target for the generation of electricity from renewable resources will require the significant development of renewable electricity generation activities. 

C Acknowledging the practical constraints associated with the development, operation, maintenance and upgrading of new and existing renewable electricity generation activities 

Policy C1 

Decision-makers shall have particular regard to the following matters:

(a) the need to locate the renewable electricity generation activity where the renewable energy resource is available;

(b) logistical or technical practicalities associated with developing, upgrading, operating or maintaining the renewable electricity generation activity;

(c) the location of existing structures and infrastructure including, but not limited to, roads, navigation and telecommunication structures and facilities, the distribution network and the national grid in relation to the renewable electricity generation activity, and the need to connect renewable electricity generation activity to the national grid;

(d) designing measures which allow operational requirements to complement and provide for mitigation opportunities; and 

(e) adaptive management measures.

Policy C2 

When considering any residual environmental effects of renewable electricity generation activities that cannot be avoided, remedied or mitigated, decision-makers shall have regard to offsetting measures or environmental compensation including measures or compensation which benefit the local environment and community affected.

D
Managing reverse sensitivity effects on renewable electricity generation activities

Policy D

Decision-makers shall, to the extent reasonably possible, manage activities to avoid reverse sensitivity effects on consented and on existing renewable electricity generation activities. 

E
Incorporating provisions for renewable electricity generation activities into regional policy statements and regional and district plans

E1
Solar, biomass, tidal, wave and ocean current resources

Policy E1

Regional policy statements and regional and district plans shall include objectives, policies and methods (including rules within plans)  to provide for the development, operation, maintenance, and upgrading of new and existing renewable electricity generation activities using solar, biomass, tidal, wave and ocean current energy resources to the extent applicable to the region or district. 

E2
Hydro-electricity resources

Policy E2

Regional policy statements and regional and district plans shall include objectives, policies and methods (including rules within plans) to provide for the development, operation, maintenance, and upgrading of new and existing hydro-electricity generation activities to the extent applicable to the region or district.

E3
Wind resources

Policy E3

Regional policy statements and regional and district plans shall include objectives, policies and methods (including rules within plans) to provide for the development, upgrading, maintenance and operation of new and existing wind energy generation activities to the extent applicable to the region or district.

E4
Geothermal resources

Policy E4
Regional policy statements and regional and district plans shall include objectives, policies and methods (including rules within plans) to provide for the development, operation, maintenance, and upgrading of new and existing electricity generation activities using geothermal resources to the extent applicable to the region or district.

F
Incorporating provisions for small and community-scale renewable electricity generation activities into regional policy statements and regional and district plans

Policy F

As part of giving effect to Policies E1 to E4, regional policy statements and regional and district plans shall  include objectives, policies and methods (including rules within plans) methods to provide for the development,  operation, maintenance and upgrading of small and community-scale distributed renewable electricity generation to the extent applicable to the region or district.

G
Enabling identification of renewable electricity generation possibilities 

Policy G
Regional policy statements and regional and district plans shall include objectives, policies and methods (including rules within plans) to provide for activities associated with the investigation, identification and assessment of potential sites and energy sources for renewable electricity generation by existing or prospective generators. 

H
Time within which implementation is required

Policy H1
Unless already provided for within the relevant regional policy statement or proposed regional policy statement, regional councils shall give effect to Policies A, B, C, D, E, F and G by notifying using Schedule 1 of the Act, a change or variation (whichever applies) within 24 months of the date on which this national policy statement takes effect.

Policy H2

Unless already provided for within the relevant regional or district plans or proposed plans, plan changes or variations, local authorities shall give effect to Policies A, B, C, D, E, F and G by notifying using Schedule 1 of the Act, a change or variation (whichever applies)  within the following timeframes:

(a) where the relevant regional policy statement or proposed regional policy statement already provides for the Policies, 24 months of the date on which this national policy statement takes effect; or
(b) where a change or variation to the regional policy statement or proposed regional policy statement is required by Policy H1, 12 months of the date on which the change or variation becomes operative.
Monitoring and reviewing the implementation and effectiveness of the national policy statement 
To monitor and review the implementation and effectiveness of this national policy statement in achieving the purpose of the Act, the Minister of the Environment should:

· in collaboration with local authorities and relevant government agencies collect data for, and, as far as practicable, incorporate district and regional monitoring information into a nationally consistent monitoring and reporting programme, including monitoring the performance of local authorities against the timeframes for giving effect to this national policy statement;

· utilise other information gathered or monitored that assists in measuring progress towards the Government’s national target for the generation of electricity from renewable sources; 

· within five years of its taking effect, and thereafter as considered necessary, assess the effect of this national policy statement on relevant regional policy statements and regional or district plans, resource consents and other decision making; and 

· publish a report and conclusions on matters above. 

Explanatory note

This note is not part of the national policy statement but is intended to indicate its general effect. 

This national policy statement takes effect 28 days after the date of its issue by notice in the New Zealand Gazette. It recognises  renewable electricity activities and the benefits of renewable electricity generation as matters of national significance under the Resource Management Act 1991. 

This national policy statement is to be applied by all persons exercising powers and functions under the Act. The objective and policies are intended to guide applicants and decision-makers on applications for resource consent, in making decisions on the notification and determination of resource consent applications, in considering a requirement for a designation or a heritage order, in considering an application for a water conservation order and when exercising other powers as required by the Act.  Regional policy statements, regional plans and district plans must give effect to this national policy statement. 
This national policy statement requires regional councils, unless they have already provided for renewable electricity generation activities, to give effect to its provisions by notifying changes to existing or proposed regional policy statements within 24 months of the date on which it takes effect. In the case of district plans, proposed plans or variations, local authorities are required to give effect to its provisions by notifying changes within the following timeframes: 24 months of the date on which this national policy statement  takes effect where the regional policy statement or proposed regional policy statement already provides for the policies; or, where a change or variation to the regional policy statement or proposed regional policy statement is required, within 12 months of the date on which the change or variation becomes operative.
Appendix B  Estimates of costs and benefits

With an NPS that affects the plans of (at present) 73 territorial authorities and 12 regional councils, it is not feasible to provide a detailed cost-benefit analysis. The following tables simply illustrate estimates of the sort of resource costs incurred under the status quo, and how they might change under the Objective and policies of the NPS. Where we have been able to approximate costs/benefits we have made estimates, where we have not, we describe the costs and benefits in terms of small, medium, and large.  

B.1 Summary of costs and benefits

The main features of the quantifiable costs and benefits are:
· The 8% Net Present Value (as per Treasury guidelines);

· The costs are mainly over the first 6 years or less, reflecting the time taken to change plans and behaviour in line with the intent of the NPS; and

· The benefits are expected over the period 2011 to 2025.

The Tables below details those quantifiable and qualitative costs and benefits. The remaining parts of the Appendix examine quantifiable and unquantifiable costs and benefits in relation to the stakeholders or resources (the environment).

	

	Approximate quantifiable costs and benefits

$ millions NPV 8%

	
	Costs
	Benefits

	Large generators 
	
	

	Plan advocacy
	2.1 (prior to 2016)
	2.8 (after 2016)

	Consenting 
	
	2.5

	Re-consenting
	0.15
	

	Lost output 
	
	7.6

	Third Party consents
	0.06
	

	Small generators
	
	

	Consenting
	
	0.57

	Re-consenting
	
	053

	Local government
	
	

	Appeals and Board of Inquiry 
	
	0.37

	District plans
	5.8
	

	Regional (Coastal plans)
	1.0
	

	Regional (Freshwater plans)
	0.9
	

	Regional Policy Statements
	0.08
	

	Government
	
	

	Guidance 
	0.17
	

	Reduction investment in the consent process
	
	1.0

	Total quantifiable costs and benefits
	10.1
	15.8

	Total quantifiable net costs or benefits
	
	5.6

	Notes:
(1)
Numbers are approximate and have been rounded.

	Source:
NZIER and Harrison Grierson

	


	

	Expected quantifiable and qualitative costs and benefits

	[image: image2.emf]Status quo A.1 A.2 B.1 C.1 C.2 D.1 E.1 E.2 E.3 E.4 F G H.1 H.2 I

Major Generators

Consents

41 projects spread over 15 

years at an average 

consenting cost of $5m per 

project

Medium benefit Medium benefit Medium benefit

Medium 

benefit

Small cost Neutral Neutral Neutral Neutral 

Re-consents

1 per year at $500,000 per 

year

Small benefit Small benefit Small benefit

Small 

benefit

Small cost Neutral Neutral Neutral Neutral 

Implementation No change Neutral 

Lost output

Main impact in the 10 - 50 

MW range

Medium benefit Medium benefit Large benefit

Medium 

benefit

Small cost Neutral Neutral Neutral Neutral 

Plan Advocacy

2.3 million spent in the 

status quo

Small benefit Small benefit Small benefit

Small 

benefit

Small cost

Medium 

benefit

Small 

benefit

Neutral Neutral 

Third party 

$210k spent per annum in 

the status quo

Small benefit Small benefit Small benefit Neutral Neutral

Small 

benefit

Neutral Neutral Neutral 

Small Generators

Consents 

500 consents spread over 

15 years @ 50k 

Medium benefit Medium benefit Medium benefit

Medium 

benefit

Small cost Neutral

Small 

benefit

Neutral Neutral 

Reconsenting 2 per year @ 30k Small benefit Small benefit Small benefit

Medium 

benefit

Small cost Neutral Neutral Neutral Neutral 

Local Government

Appeals/BOI 41 councils @ 500k Small benefit Small benefit Small benefit Neutral 

District plans

30 councils will need to 

upgrade

Small costs Small costs Small costs Small costs Small costs

Medium 

cost

Medium 

cost

Medium 

cost

Small cost

Regional plans: 

coastal

3 regional plans @ 150k Small costs Small costs Small costs Small costs Small costs Small cost

Medium 

cost

Medium 

cost

Neutral 

Regional plans: 

freshwater

8 regional plans @ 150k Small costs Small costs Small costs Small costs Small costs Small cost

Medium 

cost

Medium 

cost

Neutral 

Regional policy 

statements

5 regions @ 20k Small costs Small costs Small costs Small costs Small costs Small costs Small costs Small costs Neutral 

Indirect benefit since it will shape policies and 

plans

Indirect benefit since it will shape 

policies and plans

Indirect benefit since it will shape 

policies and plans

Neutral

Indirect benefit since it will shape policies and 

plans

Indirect benefit since it will shape 

policies and plans

Indirect benefit since it will shape policies and 

plans

Indirect benefit since it will shape 

policies and plans

Medium costs since plans will have to be modified

Medium cost since plans will 

have to be altered

Small costs since plans will have to be modified

Small cost since plans will have 

to be altered

Medium costs since plans will have to be modified

Medium cost since plans will 

have to be altered

Medium costs since plans will have to be modified

Medium cost since plans will 

have to be altered

Indirect benefit since it will shape 

policies and plans

Indirect benefit since it will shape policies and 

plans

Indirect benefit since it will shape 

policies and plans

Indirect benefit since it will shape policies and 

plans

Indirect benefit since it will shape 

policies and plans

Indirect benefit since it will shape policies and 

plans

Indirect benefit since it will shape 

policies and plans

Neutral

Indirect benefit since it will shape policies and 

plans
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Government

Investment in 

consents process

4 ftes  (EECA, MED, MfE, 

& DoC)

Small benefit Small benefit Small benefit Neutral Neutral Neutral Neutral Neutral

Smal cost

Guidance

Neutral

International 

commitments

n/c

Neutral

Local communities

Consents & appeals Small costs Small costs Small costs Neutral

Small 

benefit

Neutral

Planning processes Small costs Small costs Small costs Neutral

Small 

benefit

Neutral Neutral Neutral

Neutral

Well being

Neutral

Consumers

Direct costs and 

benefits

? Small benefit Small benefit Small benefit Neutral

Neutral

Landowners

Direct benefits

Neutral

Maori

Small 

benefit

Neutral Neutral

Neutral

Environment

Green house gas 

emissions reduction 

Neutral

Local adverse effects

Neutral

Indirect benefit since it will shape policies and 

plans

Indirect benefit since it will shape 

policies and plans

Medium  benefit 

Potentially large benefit

Small cost Small cost

Medium cost

Medium costs

$200k cost spread over first four years

Medium costs since more plans will have to be 

modified

Medium costs since more plans 

will have to be modified

Small benefit

Neutral

Small cost

Small cost Small costs



	

	Source:
NZIER and Harrison Grierson

	


B.2 Large generators

B.2.1 Consents and re-consenting
We were unable to determine the consenting costs under the status quo, however for the 41 projects (projected under the Electricity Commission’s  sustainable scenario in the 2010 Statement of Opportunities) we have estimated, based on advice from a number generators that average consenting costs are roughly $5 million per project. 

Taking into account advice from generators, we expect that the NPS will provide a small benefit (2% of total consenting costs) on each of the projects not already consented.  

For re-consenting we expect 1 per year at a cost of $500,000. A small benefit is expected in this process from the implementation of the NPS (2% decrease in costs). Most policies will contribute to this benefit.    

B.2.2 Plan advocacy and third party consents 

Under the status quo, plan advocacy costs have been estimated at $2.3 million per annum for the “big five” generators. This is based on feedback from generators and includes consultants, transaction costs with councils and staff time.
Under nearly all policies we expect relatively small benefits after 2016 as staff time and other costs are reduced (a reduction of 20%). Prior to 2016 plan advocacy will increase as local government change their plans (increase of 20%).

One risk to the benefits is that the NPS gives no specific direction as to how it should be taken into account when dealing with changes to planning rules.

Third party consents are a small part of generators advocacy budget. We have estimated them to be $210,000 per annum. We estimate a small gain under the NPS (2%) helped by polices A, B and D.
B.2.3 Lost output

Lost output from constraints put on generators from new and re-consenting processes is the most significant avoided cost of the NPS. This avoided cost of lost generation potential is closely associated with policy B but also supported by A and C1. 
We have included this avoided cost (or generation forgone) because the generator through the draft NPS, Board of Inquiry, and this evaluation have been consistently been able to point to generation losses in consenting and re-consenting processes as councils tighten their consenting processes.  This has included: 

· Trust Power in their evidence to the Board of Inquiry detail a 6%-7% loss through the imposition of environmental constraints on the Motukawa Scheme; 
· Other Trust Power examples include Matahina and Patea Hydroelectric Power Schemes where generation potential has been removed; 

· The proposed NPS p13 gives the Tongariro Power Development;

· Smaller generators, such as Pioneer, complain that the number of wind turbines have been reduced as part of consent processes even though the scale of the projects are relatively small. 

To estimate the benefit of the NPS we have taken a conservative approach, calculating that the NPS would reduce losses from the status quo by ½ percent in the projects in the 10MW-50MW range over the next 15 years.
 
Despite this, the benefit from this represents roughly half the quantifiable total benefit.

B.3 Small generators
B.3.1 Consenting and re-consenting costs

Of all the parties, most enthusiastic about the NPS were small generators. This is because they found it difficult to get traction with councils who did not consider small generation as nationally significant. In this regard, most policies assisted small generators. 

We have estimated that under the status quo 500 consents will be granted at $50,000 per consent over the forecast period. Under the NPS we have estimated that 600 would be granted at $40,000.  

For re-consenting we have estimated that 2 per year will be re-consented at a cost of $30,000. The NPS could potentially reduce that cost by 20%.  
B.4 Councils

B.4.1 Appeals and Board of Inquiry 

Under Policies A and B we expect councils to experience a small benefit under the NPS. The policies will increase the certainty of the process and produce a small benefit of 2% of the $500,000 (estimated average appeal cost) spent on the appeals process.

B.4.2 Plans and policies

Under the status quo we have no information on average council costs. The costs incurred by councils under the NPS will be for changing district plans, regional plans (coastal and freshwater) and regional policy statements. We have estimated that:

· 30 District plans will need to be upgraded at a cost of 250,000 per plan;

· 11 Regional plans will need to be upgraded. These consist of 3 Coastal plans and 8 freshwater plans at a cost of $150,000 per plan;

· 5 Regional Policy Statements will need upgrades at a cost of $20,000 per statement.

These approximate numbers are based on consultation with EECA and our own knowledge of the plan changes already underway.

Policies E, F, G, and H are the most relevant to councils. 

B.4.3 Other 

Some staff training will be required under the NPS, however we have not included any costs for this. 

B.5 Local communities

Local communities will potentially experience a small loss under the consents, appeals and planning processes. We have not quantified the losses because they are likely to be marginal on what they would already be faced with under the status quo (this also applies to NGOs). 

Costs are likely to be most significant under the policies associated with E and H.

Local communities are also likely to face a wellbeing loss from the NPS. National priorities will be given higher weighting, therefore we expect some local adverse environmental effects from renewable electricity projects.

B.6 Government

Guidance costs will be incurred by government in the implementation phase. These costs are expected to be roughly $200,000 over the first four years of the NPS.

The benefits are likely to arise from less advocacy around the use of renewable energy generation. This is calculated as reduced staff time from the four government departments involved in this work (MED, EECA, MfE and DoC). Four FTEs (150,000 per FTE) less 20%. This benefit does not come into play until after 2016.

Potentially a major unquantifiable benefit is the ability of Government to get on to the front foot in international negotiations. The NPS (along with other measures such as the ETS) will be part a group of measures that will allow New Zealand to move quickly once any agreement is signed on the reduction of carbon emissions. All polices contribute to this benefit.

B.7 Maori

Most policies will contribute to a small loss for Maori under the NPS. This will be around specific sites and significant water bodies.

B.8 Landowners

Most policies are expected to assist landowners. The mostly likely beneficiaries are hill country farmers who can host wind farms.

B.9 Consumers

Under all policies we expect some gain for consumers. Increased efficiency of the consenting process may reduce prices. Also a wellbeing affect is expected from burning less fossil fuel for electricity generation.

B.10 Environment

The environment is likely to a experience a small loss and medium benefit under the NPS. Most policies will contribute to both.

The medium benefit comes from a reduction in greenhouse emissions, while the small loss is associated with adverse local impacts with the elevation to national significance of all renewable electricity generation.
Both have not been quantified.
Appendix C   – Resource consent Case Studies
The aim of these brief case studies is to compare and contrast consenting and re-consenting processes associated with renewable generation and non renewable generation sites. From an efficiency and effectiveness perspective we would like to further understand whether or not renewable energy consenting and re-consenting processes under the status quo disadvantage the expansion of renewable electricity generation and therefore require government action (through an NPS) to remedy the situation.

To do this we examined:

•
On-going hydro consenting process and a number of re-consenting processes;

•
A wind energy consenting process;

•
A Geothermal consenting process; and

•
Non renewable electricity generating consent processes. 
In the next section, we investigate these issues by looking at the selected experience of renewable and non renewable generators in consenting and re-consenting processes.

C.1 Hydro consenting and re-consenting processes

For the hydro case study the Wairau Valley Hydro Electric Scheme was considered. The Wairau Hydro Scheme is a canal based hydroelectric project being developed by TrustPower on the Wairau River in Marlborough, New Zealand. The $280 million project will divert up to 60% of the river through 49 km of canals to generate up to 70 MW of electricity. The scheme is complex and crosses some 60 landholdings. Some of the landowners support the scheme and some oppose the scheme. 
Information for this case study was sourced from the TrustPower website (http://www.trustpower.co.nz/index.php?section=158), the Council interim decision and the Ministry for the Environment review titled: ‘The Trustpower Wairau River Hydro Power Proposal’. A review of the processing of the resource consent applications’ (http://www.mfe.govt.nz/publications/rma/trustpower-wairau-river-power-proposal-oct09/).

C.1.1 Time taken
TrustPower announced its proposed Wairau Valley Hydroelectric Power Scheme in February 2003, following a year of detailed investigation. Independent experts were then commissioned and a revised proposal was announced in April 2004. Over 200 resource consents were lodged in July 2005 (including 20 land use consents, 5 water permit consents, 5 discharge consents, and a number of consequential consents). Consents were required under 4 main planning documents, being the Transitional Regional Plan for the Nelson - Marlborough Region, the Marlborough Resource Management Plan Land Disturbance Control Strategy, the Marlborough District Council Wairau Plains District Scheme, and the Proposed Wairau / Awatere Resource Management Plan. Overall the scheme required consent as a non-complying activity.
The application was publically notified in September 2005 and hearings for the proposed scheme, heard by independent commissioners appointed by the Marlborough District Council (the unitary authority responsible for both district and regional planning for the region), were held between June and December 2006 (70 hearing days). 290 submitters gave evidence at these hearings.
Following the hearing an interim decision supporting the proposed scheme was issued on 22 June 2007 and a draft set of resource consents were then circulated to the relevant parties. A hearing into the draft consent conditions was held in January 2008 (for eight days) and on 5 August 2008 the final resource consents were issued. 

The resource consents were appealed to the Environment Court by seven parties. TrustPower reached agreement with four of the appellants leaving TrustPower, Fish and Game, Save the Wairau Incorporated and a small number of s274 parties to participate. 

The Environment Court hearing concluded in May 2010 and in November 2010 the Environment Court granted the resource consents for the scheme. 

C.1.2 Council consent process
There were 1442 submissions on the applications - 1117 were from within the scheme area; 325 from beyond. Five hundred and twenty-seven submitters supported the application, of which 80 wished to be heard. Nine hundred and three submitters opposed the applications, of which 527 said they wanted to be heard. The applications engendered some strong feelings in the local community, most of them opposed to the proposed power scheme. 

The issues raised in the submissions include concerns regarding civil safety of the dam structure, the effect of the scheme of river landscape, air quality, traffic and noise associated with construction, groundwater, concerns with hydrology, instream ecology and the extent of effects arising from the minimum flow regime, and the effects of the scheme on the significant avifauna habitat of the river. 

The MDC contracted a local consultant and former council employee to help process the applications.

The hearing panel split its decision and decision making into two parts. This followed a meeting with the applicant and the main institutional submitters, all of whom agreed to this approach. The first decision was to grant the consents sought, but without conditions. This decision subsequently gave rise to six appeals (two of which are closely linked) being lodged with the Environment Court. A separate hearing on conditions followed, with decisions being released some 13 months after the primary decision. TPL lodged an appeal to some of the conditions of consent.

All the submitters interviewed were critical of this two step process. In particular, they said that the conditions form part of the mitigation package on which consents could be granted, and this had to be a key component of the decision. They also noted that this process added substantially to the time involved in decision making. Some submitters expressed frustration that they could not speak to conditions at the original hearing, as they had originally prepared evidence on this basis. 

C.1.3 Appeals

The resource consents were appealed to the Environment Court by seven parties. TrustPower reached agreement with four of the appellants leaving TrustPower, Fish and Game, Save the Wairau Incorporated and a small number of s274 parties to participate. 

The Environment Court hearing concluded in May 2010 and in November 2010 the Environment Court granted the resource consents for the scheme. 

C.1.4 Observations on key issues
A key issue for this proposal was access to private land. The proposal covered 60 landholdings some of whom supported and some of whom opposed the scheme. One landholder made an application to the Environment Court seeking rulings consequent to their refusal to grant access over their land to TrustPower for the Wairau scheme. The landowner argued that their refusal of access would render the consents futile. 

C.1.5 Summary
This application process was clearly very complex.  This is illustrated in the over-all length of the application process (approx. 5 years including appeals).  It is also illustrated in the approach taken by the Council to the decision – i.e. Council split the decision be first releasing its substantive decision and then holding a further hearing to consider the consent conditions.
C.1.6 Other hydro consenting and re-consenting processes
To further understand – albeit in a partial way – the approaches being taken by councils we summarised a number of other hydro consenting and re-consenting cases (see Table 21). It is by no means complete but is broadly representative.  
While the evidence presented is partial, it does suggest that the national interest is not fully being taken into account in consent and re-consenting deliberations by councils. Generators claim based on Table 21) that:

· The time taken for consenting and re-consenting is out of proportion to what is being consented;

· Issues require balancing between competing issues which is often difficult. Furthermore, at the district level, local concerns are often given a higher weighting relative to national concerns; 

· Consenting costs are relatively high; and 

· Constraints on generation capacity in re-consenting decisions by councils is a very real likelihood.

The general view of hydro generators is that any assistance they can be given by government that gives clear national direction is welcome, since even small reductions in their ability to generate electricity from renewable sites can have major costs on their business and will require building generation elsewhere. This is particularly so for smaller generation sites since the fixed costs of consenting and any losses in generation have a bigger impact on their bottom line.

	Table 21: Hydro consenting and re-consenting

	
	Process and time taken
	Estimated resource cost of the process1
	Appeals 
	Key issues
	Source

	Mokau Dam (9.6MW)
	On-going since 2005
	$2m so far
	On-going KCE has appealed to the Environment Court
	Adverse impact on aquatic biodiversity, the loss of pa tuna sites, landscape effects, and recreational effects (rapids)
	King Country Energy and Environment Waikato

	Wairere HEPS (4.6 MW)
	Commissioned in 1925. Re-consenting process took 10 years from initial application
	Unsure of cost but relatively high
	Successfully re-consented 
	Conditions have imposed more restrictions which reduce the potential of the scheme
	Evidence by Chris Fincham to the Board of Inquiry on REG

	Mokauiti Station (1.7MW)
	Commissioned in 1963. the re-consenting period took 6 years from hearings and 10 years from initial application
	Unsure of cost but relatively high
	Successfully re-consented
	Time taken for re-consenting
	Evidence by Chris Fincham to the Board of Inquiry on REG

	Patea Dam (31MW)
	Built in 1984. Re-consenting process between 2007 – 2010
	Over a $1 million for Trust Power
	Successfully re-consented l
	River flow that affected trout for 10km. by increasing the river flow power generation would be lost.
	NZIER evidence and estimates 

	Motukawa Scheme (4.8MW)
	Re-consenting
	Unsure but relatively costly
	Successfully re-consented 
	6-7% of output lost by adding further environmental constraints 
	Evidence by Trust Power to the Board of Inquiry on REG

	Branch River (HEPS) (11MW)
	Re-consented
	Unsure
	Successfully re-consented
	8% reduction in potential output adding further environmental constraints
	Evidence by Trust Power to the Board of Inquiry on REG

	Waipori (HEPS) Built in 1907.  4 stations all below 10MW
	Re-consented
	Unsure
	Successfully re-consented
	1.2% reduction in potential output adding further environmental constraints
	Evidence by Trust Power to the Board of Inquiry on REG

	Waihopai (HEPS) Built in 1927 (2.4MW)
	Re-consented
	Unsure
	Successfully re-consented
	4.2% reduction in potential output adding further environmental constraints
	Evidence by Trust Power to the Board of Inquiry on REG

	Wairaru (HEPS)

(72MW) 
	Consenting process
	Well over $4 million 
	On-going
	Impacts on the river and values of the local community.  Land access.
	NZIER-Harrison Grierson 

	Note: In most instances generators were reluctant to give cost estimates. So we have estimated – where we could – from our own experience

	Source:
REG Board of Inquiry Hearings, and KCE annual reports, 


C.2 Wind

For wind generation, the major issue is consenting for new wind farms. Since wind technology is relatively new,  to date the only re-consent that has been approved has been issued to the Brooklyn wind turbine in Wellington. 
We have sourced the information from a number of places including from MED (http://www.med.govt.nz/templates/MultipageDocumentPage____38329.aspx), the Turitea call in process (http://www.mfe.govt.nz/rma/central/call-ins.html) and the New Zealand Wind Energy Association.
To illustrate the issue wind farm operators have we have examined the Motorimu Wind Farm in the Manawatu area. The proposed wind farm was for 129 turbines.
C.2.1 Time taken and costs

The applications for the Motorimu wind farm were lodged in May 2006 with the Palmerston North City Council, Horowhenua District Council and Horizons Regional Council.  These were notified for submissions in October 2006 and a hearing held through March and early April 2007.   The councils’ decisions were released in  June 2007.
C.2.2 Council consent process

Hearings took six months to complete (with 65 submitters heard) and the decision allowed for 75 turbines (52 were deleted and 2 were removed by the applicant during the consent process).  The applicant (Allco) appealed to the Environment Court with hearings occurring in May 2008. 

C.2.3 Appeals

Allco appealed the decision seeking consent for a further 38 turbines and appealing against some of the conditions of the consent relating to noise. 

The Court considered the benefits of the additional turbines and of the wind farm generally, together with landscape, cumulative, amenity and noise effects. As to benefits, the Court noted that the additional turbines would be more efficient producers of energy than the consented turbines, and that wind energy was an environmentally sound form of generation complementary to other forms. Further, the Court accepted that, if the additional turbines were not granted consent, it was unlikely that Motorimu would proceed with the wind farm as it would not be economically viable. However, the Court found that there was a reasonable likelihood that the establishment of the consented turbines would be viable for another operator. 

Having first found that the site was not an outstanding natural landscape, the Court considered landscape effects of groupings of turbines and concluded that the additional turbines would have significant adverse landscape effects. As a part of the landscape consideration, the Court considered the cumulative effects of the additional turbines and concluded that these effects were more than minor. The Court, however, found the landscape evidence of the wider cumulative effects of all Manawatu windfarms to be limited. 

After considering orientation of views, screening and elevation, the Court found that there would be significant adverse effects on amenity. 

Weighing the relative scale of the beneficial and adverse effects in achieving sustainable management, the Court concluded that the additional turbines imposed an unreasonable burden on the neighbours of the site. The appeal was accordingly declined for the additional turbines, except with regard to five specified additional turbines, which the Court found to be considerably less problematic (total of 80).

C.2.4 Key observations

The Court decision came down to a matter of weighing the relative scale and significance of the beneficial and adverse effects in achieving sustainable management. In this respect the Court noted that the RMA does not attach any greater emphasis to the climate change and renewable energy matters which are required to have particular regard to, than it does to the maintenance and enhancement of amenity values and the quality of the environment. 

Specifically the Environment Court judge’s comment was:

“There is no national policy statement under [the] RMA which gives guidance to the development of renewable energy in general or on the development of wind farms in particular. Policy guidance would be helpful to consent authorities and this Court in resolving issues such as the conflict between (supposed) national interests on the one hand and adverse effects on neighbours of wind farms on the other”.
  Other observations include:

· A memo of collaboration with mandated iwi authority addresses concerns related to the relationship of Maori with the land;

· Conditions related to wind turbine noise were amended; and

· All adverse effects were able to be mitigated through consent conditions.  

C.2.5 Summary 

Weighing up the competing interests is a complex process. From the comments of the judge, this process was made much easier by dismissing the “(supposed) national interest” and relying local interest to guide consent approvals.

C.3 Geothermal
The geothermal case study reviewed was the application by Rotokawa Joint Venture (Mighty River Power/Tauhara North No. 2 Trust) for the Ngatamariki facility, near Taupo. This facility will have a capacity of up to 110 MW.
Information for this case study was sourced from the Mighty River Power website (www.mightyriver.co.nz) and through an interview with Mighty River Power staff.

C.3.1 Time Taken
Preliminary geophysical and site survey work for this project began in 2004.  This survey work provided the necessary information to enable reservoir modelling, which in turn was required to inform the assessment of environmental effects (AEE). Preparation of the AEE was started in January 2009.

Resource consents were required from Environment Waikato (17) and the Taupo District Council.  These applications were lodged on 6 November 2009, and  the Council decisions, granting consent, were issued on 11 May 2010. In other words the Council process took only slightly over 6 months.

C.3.2 Council consent processes

Twelve submissions were received on the applications.  There were three main parties in opposition, being:

· Dept of Conservation, on management of surface features and geothermal vegetation;

· the landowner, on matters relating to land access, visual effects, noise and ground water quality; and

· Orakei Korako Collective, concerned with the potential adverse effects on the nearby (and protected) Orakei-Korako geothermal system.  
A hearing was held the proposal but only lasted 3.5 days, with main issues addressed being technical evidence regarding the potential for a hydrological connection between the Ngatamariki and Orakei-Korako systems, and also whether the proposal was sustainable in terms of the capacity of the geothermal system.  

The issue of the ‘sustainability’ of the proposal led to conditions on the consent requiring full injection, and an adaptive management approach to the operation of the facility, both provided for in the Regional Plan framework.

C.3.3 Appeals 

No appeals were received on the Councils’ decisions to grant consent.  However the period within which appeals could be made was extended (via s.281 RMA) by 12 weeks to enable the concerns of the landowner relating to land access to be resolved.  This was achieved.

C.3.4 Observations on key issues
Three significant factors influencing the relative ease with which this applications were granted are:

· The application followed the completion of the EW geothermal provisions which established a clear framework for the development of the geothermal projects in the region.  The Ngatamariki site is identified in the Regional Plan as a ‘development system’.
· Council staff have a high degree of experience with geothermal projects and therefore had a good understanding of the issues associated with the project.
· The isolation and size (30,000 hectares) of the parent land block meant that there were a limited number of directly affected parties.

C.3.5 Summary
The Ngatamariki geothermal proposal was processed in a relatively efficient manner.  However it is noted that specific factors existed in this case which enabled such an efficient outcome.  In particular the existence (in the Waikato) of an established and clear policy framework for geothermal proposals was an important element.
C.4 Non-renewable 1

The first non-renewable project reviewed is the Rodney power plan proposed by Genesis Energy and located in Auckland.  The initial capacity of this facility will be up to 240 MW, with an proposed expansion expected to increase capacity up to 480 MW.

Information for this case study was gathered from: www.genesisenergy.co.nz; Genesis Energy Annual Reports 2008, 2009 & 2010; www.brookersonline.co.nz; ‘Genesis Wins Consent for Rodney Plan’, NZ Herald 17 December 2008; ‘Genesis Clears Legal Barriers To Power Station’, www.radionz.co.nz, 6 January 2010; www.kaukapakapa.org.nz; Rodney District Plan; and, from a interview with Genesis Energy staff.
C.4.1 Time taken

The proposed required the preparation of 13 resource consent applications to the Auckland Regional Council (ARC) and two resource consent applications (for vegetation disturbance and dust effects) to the Rodney District Council (RDC) along with the preparation of both a private plan change request to the Operative Rodney District Plan and a variation to the Proposed Rodney District Plan. 

Applications were initially lodged on the 13th of July 2007 but following on from discussions with Council, s92 requests and issues surrounding transmission line upgrades and thermal ban legislation, the applications were updated and resubmitted on 22 March 2008.

A combined hearing was held in September 2008. The ARC resource consents were granted in December 2008, while the plan change and variation were approved by RDC in March 2009. 

C.4.2 Council consent process
One hundred and eighty eight submissions were received.  These included submissions from Greenpeace, the Green Party, local residents associations, a school and a play centre.  The issues raised in these submissions included concerns about the contribution of the proposed plan to climate change, concern about local health effects of air discharges and impact of the ecological and recreational values of the Kaukapakapa river.

C.4.3 Appeals

Three appeals were made to the Environment Court.  However two of these were from Genesis Energy themselves and related to the conditions of the consent and clarification of plan change rules. The other appeal related to consultation. Each of the appeals were resolved without the need for a Court hearing in October 2009. The final plan change was made operative in January 2010. 
Related to the proposal, a designation for the gas pipeline route to the site was secured in October 2010, following an Environment Court hearing in April 2010. 

C.4.4 Observations on key issues

The project was not considered a ‘rural-activity’ and therefore the non-complying activity status presented a substantial hurdle for the project and hence why the plan change was required. 

While a necessary step in obtaining consent, the plan chance required that further land use consent be obtained prior to construction commencing. The plan change makes the further landuse consent a restricted discretionary. The original proposal by Genesis was to require the submittal of technical plans for technical approval prior to construction commencing. 

Another key issue for this consenting process was that throughout the process, much emphasis was placed by the regulators and the submitters on issues such as the availability of gas supplies, the implications of importing gas, the need for electricity generation, and the availability of other options such as transmission upgrades. This lead to the hearing panel making decisions on a range of issues with tenuous links to the environmental effects of the project. 

In lead up to this application Genesis sought a declaratory judgement from the Environment Court regarding whether a consent authority can have regard to the effects of the discharge of greenhouse gases on climate change.  This issue ultimately went to the Supreme Court in 2008, which on majority decision confirmed that consent authorities could not take such effects into account.  In doing so the Court clarified that the 2004 RMA Amendment was intended to ensure that the negative effects of greenhouse gases on climate change are addressed at a national level.
C.4.5 Summary

From lodgement of the application through to resolution of the appeals, the RMA ‘approval’ process for this proposal took approximately eighteen months.  While there were a large number of submitters, ultimately only two appeals were received on the councils’ decision, and both of these were resolved without the need for a hearing in the Environment Court.
C.5 Non-renewable 2

The second non-renewable project considered is Contact Energy’s proposed Otahuhu C Combined Cycle gas fired station on the existing Otahuhu Power Station site in South Auckland.  This would have a capacity up to 400 MW.

The Otahuhu C proposal was perceived as an attractive development based in part on the efficiency of the proposed plant, its location on an existing combined cycle generation site near Auckland, its potential speed of development and the capacity and longevity of the plant.

Information sources for this case study were: 

· Generation Update November 2010 - www.ea.govt.nz/document/11979/.../long.../list-of-generation-projects/
· Ministry for Economic Development 2007 – http://www.crownminerals.govt.nz/cms/news/2007/contact-energy-plans-gas-fired-peaking-power-station
· New Zealand Energy and Environment Business week - http://nzenergy-environment.co.nz/home/free-articles/contact-energy-goes-slow-on-generation-projects.html
· Auckland Regional Council hearing proceedings for the joint resource consent hearing of the Auckland Regional Council and Manakau City Council. 

· Environment Court Appeal Decision No. A183/2002 - http://www.climatelaw.org/cases/case-documents/new-zealand/nz-enviro-def-soc-decision-2002.pdf

C.5.1 Time taken

Five resource consent applications were made to the Auckland Regional Council and 1 to the Manukau City Council.  These applications were lodged on the 24th of October 2000 and were notified on the 14th and 15th of February 2001. A joint Council hearing was held from the 22nd to the 25th of May 2001 and the decision to grant the consents was made on the 19th of June 2001. 

C.5.2 Consent process

The applications were publicly notified and 32 submissions were received. Of these, one supported the application and the remainder opposed or gave conditional support. A further two submissions were received late and were not accepted. These included submissions from the Environmental Defence Society, Auckland International Airport Limited, Otara Eneterprise Whakaaro Maia, Highbrook Development Limited and a number of surrounding residents. Key issues raised in these submissions included concerns relating to aviation hazard, greenhouse gases and the increase in discharges of CO2 and adverse effects from the discharge to air, noise, odour, salt deposits and overall landscaping of the area and the impacts on the water quality of Otara lake. 
C.5.3 Appeals

Two appeals were received; one from Contact Energy on the details of the air discharge and earthworks conditions and one from the Environmental Defence Society on the basis of greenhouse gases issues. The Contact Energy appeal was resolved by an agreement prior to the hearing (Consent Order April 2002). 
Priority was granted by the Environmental Court and EDS and the appeal held over two days from the 20th to the 21st of May 2002 (approximately 5 years after the consent decision).  EDS claimed conditions should be placed on the air discharge consent to minimize the emission of greenhouse gases into the atmosphere; one way they sought to minimize the effects of carbon dioxide emissions was to plant trees to absorb the gas. Contact Energy claimed there was no need to plant any more trees to offset its carbon dioxide emissions as there were sufficient trees being planted in New Zealand to mitigate this already. 

The appeal dealt with the legal status of, and the nature of obligations, under the United Nations Framework Convention on Climate Change and the Kyoto Protocol. Evidence regarding the actual and potential environmental effects of the proposed air discharge centred around the effects of carbon dioxide emissions and placed the Otahuhu C development in the context of global carbon dioxide emissions. 

The Environment Court held that: 

· The Government sees climate change as an international issue and is therefore a public policy decision that should be dealt with at a national level;

· The Government signalled that it did not see Resource Management Act 1991 controls as the answer to global warming;

· There is an inability on the evidence to assess the national and international consequences of enforcing the proposed condition;

· There is an inability to assess the social and economic consequences of enforcing the proposed condition; and

· There is sufficient doubt about the efficiency and appropriateness of the proposed condition EDS seeks. 

As such, the Environment Court dismissed the appeal in its decision dated 6 September 2002.The decision was delayed as the appeal was being heard in parallel with an EDS appeal on an identical basis relating to a Stratford Power application for a similar combined cycle power development in Taranaki. The Stratford Power application decision included conditions to offset the effects of greenhouse gas emissions. 
C.5.4 Observations on key issues

The main barrier to the resource consent process related to greenhouse gas issues. It is noted that the lack of clarity as to whether such issues where relevant to the RMA process, which existed at time that this consent application was lodged has subsequently been removed.  
It is documented that the Otahuhu C project is on hold due to uncertainty about natural gas supplies and pricing and transport for Contact to proceed with the project. An article written in the New Zealand Energy and Environment Business Week dated July 2005 noted that Contact does not have a secure gas supply for existing generation assets beyond 2011, let alone for a new project.  

In a presentation on the key strategic issues of Contact, dated 12 May 2005, Contact noted the key investment issues for the Otahuhu C development as:  

· Managing the transition to new gas sources;
· Stable regulatory outlook;
· Secure gas transmission rights; and
· Resolution of electricity transmission issues.  

C.5.5 Summary

The only barrier to the efficient processing of this application related to issues surrounding greenhouse gases and the effects of increases in greenhouse gas emissions on climate change given the lack of clarity as to whether it was a relevant issues to consider in the processing of a resource consent. 

The other concerns raised at the Council hearing where able to be dealt with through the imposition of appropriate resource consent conditions. 

The relatively small number of submissions received reflects the fact that the proposal was for the expansion of existing operations on an existing site where the environmental effects of such projects are already largely anticipated.  

Appendix D  : Possible Landscape Policy E3.2
D.1 Introduction

The following policy was considered by government as a possible addition to the NPS.  It was decided not to include it in the section 32 evaluation.

D.2 Draft Policy E3.2

The policy considered was as follows:

Where demand for the use of wind resources for electricity generation activities is identified as a significant resource management issue for the region or district, regional policy statements and regional and district plans shall:

i. identify as far as practicable the most relevant areas of the region or district;

ii. identify and assess, in at least those areas, outstanding natural features and landscapes whether they are:

a. in the coastal environment, consistent with the requirements of the New Zealand Coastal Policy Statement 2010;

b. elsewhere, having regard for the need for consistent assessment of landscape and natural character across the region or district; and

iii. use this assessment (subject to Part 2 of the Act) to assist in including objectives, policies, rules and other methods, including the selection of activity classification, to provide for the development of new electricity generation activities using wind resources.

D.2.1 Effectiveness

As noted in section 6.2.1 above for the purposes of evaluating “effectiveness” three elements were considered. 

The first element is whether the policy addresses the full scope of matters covered in the Objective. To this end it is considered that the Objective seeks outcomes in relation to three matters:

· The recognition of the national significance of renewable electricity generation;

· The development, upgrading, maintenance and operation of new and existing renewable electricity generation activities; and; 

· Attainment of the current national target.

It is unclear whether Policy E3.2 would be effective in helping to achieve these outcomes.  In this regard, it is considered conceivable that councils could use the assessment processes required under clauses i and ii of Policy E3.2 to facilitate the development of wind energy projects in appropriate locations (consistent with the objective of the NPS).  Equally, given the interpretive nature of the policy, it is conceivable that councils could use this process to retain a discretionary status in a limited number of landscapes, but seek to absolutely protect other landscapes through non-complying rules. Such an approach is already occurring in some parts of the country.
Given this uncertainty about how the policy might be implemented it remains difficult to be conclusive that it will be effective in enabling the development, upgrading, maintenance and operation of new and existing renewable generation activities and consequently helping to attain the current national target. A relatively neutral statement provided in clause iii provides the only indication that the intent of the policy is to provide for the development of new electricity generation activities using wind resources, as opposed to protecting outstanding natural features and landscapes from renewable energy development.
The second element of the ‘effectiveness’ assessment used for this evaluation is whether the NPS utilises all relevant policy approaches. Policy E3.2 is implemented through Regional Policy Statement and Regional and District Plan decision making processes.  This approach is broadly considered appropriate.  However it may lead to a small degree of unnecessary overlap if both Regional Councils and District Councils complete landscape assessments.  

The third and final element of the evaluation of effectiveness considers the strength of the language used in the policy and whether the outcome anticipated from the policy is likely to be clearly understood.

As already noted there is uncertainty regarding how councils may choose to approach the implementation of  Policy E3.2 which may reduce its effectiveness relative to the objective of the NPS.  In addition to this,  there is also uncertainty associated with the meaning of specific components and phrases within the policy.  This includes what criteria or assessment methodology should be used to determine whether the wind resource of a region or district is a significant resource management issue.  If the submission, or conversely the non-submission of resource consent applications is used as the determinant of whether a region’s or district’s  wind resource is significant, then the effectiveness of the policy to facilitate new wind development in appropriate locations will be limited.  This will at least be the case for  the initial application as the policy and/or plan changes undertaken in accordance with E3.2 will not be timed to help facilitate these applications. 
Further the requirement to ‘identify as far as practicable the most relevant areas of the region or district’  also creates some uncertainty and provides discretion to the council which may serve to undermine the effectiveness of the policy.  
D.2.2 Efficiency
When considering the efficiency of a policy our approach is to investigate, as far as possible, the costs and benefits associated with the issues set out in Table 22. Below we examine each of these areas to analyse the impact on efficiency.

The driver to include E3.2 was to provide a further and more explicit direction to councils that they need to complete landscape assessments to fulfil their obligations under the RMA. This reflects concerns that some councils have been too slow to identify and assess the landscapes within their district or region.

Given this it may be reasonable to anticipate some environmental benefit from the policy as it will result in a greater number of landscapes obtaining an appropriate level of ‘protection’. However given that the new direction will only apply to areas with a significant wind resource (and noting the uncertainty associated with how the significance of a wind resource will be determined) this benefit will not be universal. In other words that policy will not ensure that all councils undertake a landscape assessment and that nationally landscapes are appropriately protected.  
Substantial costs fall on local government who will need to complete wind and landscape assessments and undertake the associated changes to their policy statements and plans.  Large costs will also be incurred by generators who are likely to submit on and appeal  these policy statement and plan changes. For councils, currently a large proportion of regional and district councils have not identified and assessed their landscape values.
 Further, only one regional council has attempted to assess the suitability of the wind resource in its area for electricity development, and even this was done using relatively limited criteria (i.e. only average wind speed). 
Also, it is not known that any councils (regional or district) have attempted to combine the outcomes of wind and landscape assessments into policy statement or plan provisions which seek to manage the development of wind energy developments (as anticipated in clause iii of E3.2). Therefore, the policy will impose a cost on these councils that otherwise they would not have had to incur. The extent of this cost is mitigated by:
· Under the status quo some councils are likely to gradually undertake at least the landscape assessment (i.e. fulfil the requirement of clause ii)

· The New Zealand Coastal Policy Statement (Policy 15) requires councils to identify and assess outstanding natural landscapes within the coastal environment.  Therefore for a number of the councils who have not completed a landscape assessment the NZCPS, which is now part of the status quo already imposes some of the cost that would result from E3.2.

Both of these mitigating factors have been taken into account in our cost estimates.
	Table 22: Summary of effectiveness and efficiency of Policy E3.2

	Effectiveness
	

	Recognition of the national significance of renewable electricity generation 
	Uncertain

	Provision for renewable electricity generation activity
	Uncertain

	Attainment of the current national target
	Uncertain

	Impacts on council plans
	(

	Impacts on resource consents & designations
	N/A

	Policy strength & clarity
	½ (

	Efficiency
	

	Environment
	Neutral

	Landowners
	Neutral 

	Generators
	Large cost

	Local Government
	Large cost

	Local Communities
	Neutral – some lose and some gain

	Government
	Neutral

	Consumers
	Small cost

	Maori
	Neutral

	

	Source:
NZIER and Harrison Grierson


Generators who had wind assets were also likely to challenge landscape and wind assessments built into plans. Crucially, they were not likely to share information and make joint submission with other generators since understanding wind patterns is a core business competency which they will not share. Generators would not only have submitted on plans but also lodge appeals for certain locations.  

In addition, to these transaction costs, generators would have also been expected to face lost generation opportunities (efficiency losses) due to inaccurate (high level) or out-of-date assessment of the wind resources.  The wind assessments required by this policy and their translation into policy and plan provision will create a rigid resource management policy and rule framework.  This framework would have sat within  a context of relatively rapid change as new and cheaper technology comes on to the market (particularly associated with wind turbines), which make additional areas viable for wind farm development. There is a very real chance that the wind assessment built into plans and policies today could be out of date within 2 to 3 years and this expensive process of wind and landscape assessments will have to redone.
 

Not only is the technology changing but also the business/economic environment may also change rapidly. Councils are aware that there are costs associated with changes to the price of carbon and price of electricity which will make different areas viable that are not covered by the initial council plan change.
The plan change processes initiated by E3.2 would have  resulted in costs to local communities as they seek to be involved through submissions and appeals, although some would have benefit from the policy since:

· It may stop the development of wind assets near their properties; or

· It may mean they own prime locations for wind generation that force (because of the policy E2.2) generators to deal with them exclusively.

It is difficult to put a value on this because the groups and communities are so disparate and also because their costs and benefits will only be realised over time, therefore the policy is neutral.
For government the policy is neutral and for consumers there may be a small cost since wind generation sites would have been restricted, relative to the status quo and other generation will have to be built.

D.3 Construction of costs and benefits
Below we have set out the possible cost of policy E2.2 (essentially around landscape issues). A number of substantial costs are associated with the introduction of this and these are detailed in Table 23. 

To be consistent with other costs we have tried to be conservative and set out the costs in a way that reflects views of professionals working in the areas – in particular landscape architects, councils and our own experience. Of particular issue was whether or not councils would have completed landscape and wind assessments “without” an NPS. 
	

	Table 23: Potential quantifiable costs of policy E2.2

	
	Regional Councils
	District Councils
	Cost make-up
	Comment

	Wind assessment (councils)
	Assume 14 out of 171 councils will need to do a wind assessment
	No district council will need to do a wind assessment
	14 regional councils multiplied by $100,000 per assessment
	Assumed that one regional council has little wind resources, therefore no interest in a wind assessment. The $100k is based on a wind assessment done for the Greater Wellington area

	Landscape assessment (councils)
	Assume that 112 out 17 regional councils will need to do a landscape assessment
	46 district councils have a known wind resource3. Of these it has been assumed that 6 Councils already have a complete inventory of ONLs, 20 have a partial inventory, or are already required to do part of the work by Policy 15 of NZCPS and 20 have none and will need to complete a landscape assessment 
	11 regional councils multiplied by $160,0004  (+ 6 district councils multiplied by $0.00 already complete).

20 district councils multiplied by $70,000.005 (partially complete)

20 district council multiplied by $175,000.006)
	 

	Plan changes
	
	
	
	

	Local government
	147 regional councils
	46 (all district councils)
	(14 regional councils multiplied by $125,0008) 

(4 regional council decisions subject to appeals multiplied by $60,000) 

 (46 multiplied by $200,0009)

(15 district council decisions will be subject to appeals multiplied by $60,000)10
	Assumes all council with a wind resource will need to prepare regional policy statement or district plan changes which explicitly balance their wind resources and landscape values.  Assumed that no regional plan changes will be undertaken as demand for use of the resource does not exist and questionable whether such changes fall within Regional Council functions.

	Generators
	Assume two generators will submit on policy statements at a regional level
	Assume two generators will submit on plans at a district council level
	14 regional councils multiplied by $25,000 multiplied by two generators. Generators will appeal 4 regional council decisions multiplied by $60,000. 46 district councils multiplied by $25,000 per council multiplied by two generators. Generators will appeal 4 district council decisions multiplied by $60,000.
	Harrison Grierson/ NZIER estimate. We have assumed that two generators would challenge plans at both the regional and district level. Crucially, they would not cooperate on these challenges because they would not want to exposure their own data on wind to each other.

	District Councils
	Assume 2 Councils will submit on the landscape provisions in the relevant Regional Policy Statement
	N/A
	(28 district council submissions multiplied by $10,000)

On quarter (7) of these will appeal the regional council decision multiplied by $60,000.
	

	Local Communities
	Cost of being involved in preparing submissions on Regional Policy Statements and District Plans is difficult to quantify.  Assume across the country this would be reasonably large.  

	Notes: (1) 17 rather than 16 as it includes the Chathams. (2) Based on the ‘Stocktake of Outstanding Natural Landscape Provisions in Regional Policy Statements’, competed by Boffa Miskell for Local Government New Zealand in March 2010. (3) Based on Figures 1 and 2 attached to the Board Of Inquiry report on the NPS for Renewable Electricity Generation. (4) Based on costs incurred by Environment Waikato in commissioning a landscape assessment for the review of its Regional Policy Statement. (5) Cost derived from discussions with district councils, landscape experts and authors own experience. (6) Cost derived from discussions with district councils, landscape experts and authors own experience. (7) Number of regional councils which contain a wind resource. (8) Approximation of costs incurred, and still to be incurred by Environment Waikato up to the release of their decisions. (9) This cost is higher the RPS cost to allow for the added (and potentially more contentious) inclusion of rules in District Plans. (10) Appeal costs are an estimate generated by Harrison Grierson/NZIER.

	Source:
Harrison Grierson and NZIER

	


D.4 Impact on the cost benefit analysis
Table 24 sets out the likely impact of the landscape policy (E3.2) on the costs and benefits. As outlined in the previous section the impact is on the cost side of the equation. 

Costs would have included:

· Wind assessment (14 out of 17 regional councils only);

· Landscape assessments (11 out of 17 regional councils and 40 district councils);

· Plan changes and submissions (14 regional councils, 46 district councils and generators submissions and appeals).  
The additional cost impacts would have had a major impact on the CBA. The landscape policy shifts the costs and benefits from a $5.6 million dollar benefit to a $7.2 million loss. 

Furthermore, the details of wind and landscape assessment matter, since the technology (associated with wind) is changing rapidly. The costs are coming down (as Chinese manufacturers enter the market) and technology means that areas previously not considered suitable are now potential wind turbine sites. If the landscape policy was put in place and if the pace of technology change remains the same, if could mean councils may have to revisit their wind and land assessment much sooner than anticipated. This would potentially increase costs further.       
	

	Table 24: Summary of the costs and benefits with a  landscape policy

	Group/resource 
	Explanation 
	Costs/benefits

	Benefits 
	
	

	Environment 
	Potential small benefit of the reduction in greenhouse gases
	Potential large benefit can not be properly costed 

	Generators (large)
	Large benefits mainly from increasing generation capacity  
	Potential benefit of $13.2.m 

	Generators (small)
	Medium benefit from improve consenting and re-consenting processes
	Potential benefit of $1m

	Government
	Some benefits will accrue from being proactive internationally 
	Potentially a large benefit but not properly costed

	
	Reduction in advocacy costs on renewable energy after 2016
	Potentially a medium benefit of $1m

	Consumers
	A small benefit from reduced upward pressure on prices
	Potential small benefit not properly costed

	Land owners 
	A small benefit from renting of land for renewables use
	Potentially a small benefit uncosted

	Local government
	A small benefit from more certainty associated with the Appeals/Board of Inquiry process
	A small benefit of $360,000

	Costs 
	
	

	Environment 
	Potential small cost. Local environmental adverse affects likely 
	Potential costs can not be properly costed, but likely to be small

	Generators (large)
	Increased plan advocacy 
	Potential large cost of $2.1m

	
	Submissions on regional policy statements (wind and landscapes)
	Potential medium cost of $600,000

	
	Submissions on district policies and plans (wind and landscapes)
	Potential medium cost of $1 million

	
	Appeals – wind and landscapes (regions and districts) 
	Potential medium cost  of approximately $800,000 

	Local government
	Potential large cost associated with plan and policy changes
	Potential large cost of $7.8m

	
	Potential medium costs associated with wind assessments (regions only)
	Potential medium cost of $1.2 million

	
	Potential medium costs associated with landscape assessments (regions and districts) 
	Potential large cost of $3.7 million 

	
	Potential large cost associated with plan changes and appeals (regions and districts).
	Potential large cost of $6.2 million

	Government
	Potentially a small cost for guidance 
	Potential small cost of guidance $165,000

	Local communities
	Potentially a medium cost for local communities as the national significance of renewables is given more weight in the consenting process 
	Potentially a medium cost but uncosted

	Maori
	Potentially a small cost since selected sites and water-bodies of significance are affected by the national significance of renewables
	Potentially a small cost but not properly costed

	Net quantifiable loss
	
	Potential net loss of approximately $7.2 million

	


	Source:
NZIER and Harrison Grierson

	


� See IPENZ (2010), Electricity Generation: Achieving New Zealand’s Objectives, p10


� When water for generation has been in short supply.


� Although this has slowed somewhat with the Global Financial Crisis.


� SoO projections are to 2040. This is higher than projected in 2008 because of higher projected GDP.


� Although the SoO p61 suggests that 70% of committed generation projects over the 2010-2013 period will be from renewable sources. 


� See Long Bay-Okura Great Park Soc Inc v North Shore CC EnvC A078/08.


� Genesis Power Limited v Franklin District Council EnvC A148/05


� Ibid.


� This refers to geothermal fluid resources as utilised by conventional geothermal generation. There is more widespread potential for geothermal generation from injecting fluids into hot underground rocks, but this technology is not yet commercially viable.


� Pers. comm. EECA 10 September 2010


� These include reports by MWH (2003) Evaluation of Energy Efficiency and Renewable Issues in Plans under the Resource Management Act and Other Local Authority Initiatives, Draft Report of the Reference Group (2006) The Merits and Potential Scope of National Guidance on the Management of Electricity Generation under the RMA, and MfE (2006) Electricity Generation Case Study: Trend Analysis, The Environmental Challenge Ltd.


� This is further complicated since “local” and “national” interests are not well defined.


� Contract Energy, Meridian Energy, Genesis Energy, Mighty River Power, and Trust Power.


� The issues around the Patea HPS have now been solved (in December 2010) to the satisfaction of the stakeholders. 


� A number of windfarms have been consented but not yet built because the cost of imported turbine components is driven by high international demand, and the prospect of the NZ ETS and carbon pricing has yet to offset that disadvantage.





� Ministry for the Environment (2008) ‘Proposed National Policy Statement for Renewable Electricity Generation – Evaluation under Section 32 of the Resource Management Act 1991.


� Harrison Grierson/NZIER (2010) ‘Analysis of Eligibility & Decision Making Options for Requiring Authorities – Evaluation Report’.


� Note that in a recent report by Concept Consulting an estimate has been made of the potential significance of lost output if the NES freshwater default limits on the amount of water diverted into hydro-electric schemes where applied across all rivers.  It would cut average hydro generation by around 17% which is equivalent to 10% of national demand. The cost of replacement will roughly be $390 million per annum or a net present value of approximately $3.8 billion.  


� Note that it is the compression of the time table that is assessed here not the actual plans and policy changes.


� A very simple approach has been taken to setting out the potential size of the benefits foregone. This has been done to make the point that reducing generation on any particular project has costs for the country in terms of building replacement generation. While a simple proxy, these are lower bound estimates of the potential loss. A more involved approach would include calculating the costs of building more generation capacity costs associated with that generation. An illustration of how that might be done is set out by: Concept Consulting (2010) Power Generation and Water in New Zealand.    


� It is noted that this application and appeal pre-dated the 2010 NZ Standard on Wind Farm Noise


� Based on reference group comments and experience of the authors.


�  This is supported by comments from Blair Dickie of Environment Waikato and LGNZ made in emails to the authors and MfE. 
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