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	Welcome to Pipes & Wires #38. This issue starts with a review of a recent client project, and follows on with a reminder of 2 consultations occurring in the New Zealand power sector. We then examine the on-sale of Singapore Power’s merchant energy business to CLP Power, take a quick look at the formation of a single energy regulator in Australia, and then move on to two price controls – the final water price control in the UK and the draft electricity lines price control in South Australia.

As part of the evolution of Pipes & Wires, I’ve decided to dispense with the color photo’s … actually I’ve run out of decent photos, but it does save on bandwidth.

So until next issue - happy reading….


Utility Consultants advises ScanPower 
	Utility Consultants has recently assisted ScanPower to prepare a suite of network management and risk related documents that “plug-in” to the asset management plan.
	


	These documents covered the following areas of ScanPower’s activities…
· Detailed network risk assessment based on NZS4360:1999.
· Detailed network maintenance plan.

· Network failure mode analysis & critical spares assessment.

· Disaster recovery plan.

· Business continuity plan.

· Customer communications plan.

· Documenting processes for ensuring that SAIDI targets are met.



	To discuss how Utility Consultants could assistance you to prepare such documents pick here or call Phil Caffyn on +64-7-8546541 or +64-21-606670.


NZ - Electricity Commission consultation
	The Electricity Commission expects to publish the draft Statement Of Opportunities for consultation very soon. The Statement Of Opportunities enables interested parties to examine potential opportunities for efficient management of the grid including investment in upgrades and transmission alternatives. As usual the consultation period will be 20 working days.
For advice on preparing your submission, pick here or call Phil on (07) 854-6541 or (021) 606-670.



NZ - Commerce Commission consultation

	The Commerce Commission is currently consulting on Resetting Transpower’s Thresholds from 1 July 2005 – Draft Decisions Paper. This paper outlines the Commission’s draft price and quality thresholds that will apply to Transpower for the control period beginning on 1 July 2005. The paper also examines a range of important issues related to the Electricity Commission’s work plans. Submissions are due by 5pm on Monday 4th April 2005.

For advice on preparing your submission, pick here or call Phil on (07) 854-6541 or (021) 606-670.


Aus – SingPower sells merchant assets

	Background

Pipes & Wires #32 outlined the regulatory issues that Singapore Power was likely to face following its acquisition of TXU’s Australian business. The key issues were

· The potential position of market power through owning PowerNet and having operational control of several significant generation assets.

· The holding of a “prohibited interest” under Section 68 of the Electricity Act 2000 (Victoria) due to the prohibition on owning transmission and distribution.

The most obvious solution would have been to divest PowerNet, but it is understood that SingPower sought an exemption from the prohibited interest by offering to distance itself from operational control of PowerNet. Issue #32 also indicated that retaining Powernet and on-selling TXU’s merchant assets would probably be a better fit with SingPower’s focus on regulated pipes & wires businesses.



	The bidders for the merchant assets
Bidders for SingPower’s merchant assets (which include an electricity and gas retail business, the lease of Torrens Island Power Station, a gas storage facility, and a master hedge agreement with AES) were rumored to include…

· Alinta in conjunction with DUET.

· Santos.
· CLP Power.

CLP Power’s agreement with SingPower to acquire the merchant assets for $2.2b has recently gone unconditional, so CLP will be taking all the regulatory risk.



	Regulatory issues

The unconditional sale to CLP raises the following further regulatory issues…

· Because CLP already owns Yallourn Energy, operational control of large chunks of generation in both Victoria (particularly peak generation) and SA may be unacceptable to the ACCC.

· The reintegration of generation and a large retail customer base which may also be unacceptable to the ACCC.

CLP is currently in negotiations with the ACCC, so look out for an analysis in a future issue of Pipes & Wires.


Aus – progress on the single energy regulator

	Background

Pipes & Wires #27 discussed the formation of a single energy regulator to replace the current 13 regulators along with a parallel Australian Energy Markets Commission to administer the National Electricity Code. A key rationale for establishing the Australian Energy Regulator was to reduce barriers to new investment, whilst a key issue has been to make it visibly independent of the ACCC.



	Current progress

The AER is expected to commence operations on 1 July 2005, after appointing Steve Edwell as its inaugural national energy regulator. It was intended that the AER would initially have jurisdiction over electricity transmission and wholesale electricity prices, with gas transmission and wholesale gas prices coming under its jurisdiction in 2005, and finally distribution and retail coming under its jurisdiction in 2006, however this timetable will obviously have to slip.

As the shape of the AER and the AEMC becomes clearer, Pipes & Wires will provide further analysis.


UK – water under pressure
	Introduction

Pipes & Wires #32 outlined the draft price controls proposed by OFWAT for the 5 year control period starting on 1 April 2005. Readers will recall that OFWAT expected to grant price increases of ₤33 over the control period (for an “average customer”) to enable utilities to address a wide range of growth, operational and financial issues.



	The final price controls

OFWAT released its final price controls in December 2004 which included the following features…

· An (industry-wide) average price cap of 4.2% per year.

· An (industry-wide) average price reset of 8.5% on 1 April 2005 (compared to an average of 12% sought by the industry).

These final controls will amount to an increase of ₤46 for the average customer over the control period.


	Comparison of prices sought, draft & final controls

The annual increases are summarised in the following table…

Sought by the applicants

Draft determination

Final determination
Water & sewage utilities

6.3%

3.2%

4.3%

Water only utilities

5.5%

2.2%

3.1%

Industry-wide

6.2%

3.1%

4.2%

The overall controls for the initial reset and for each of the 5 years over the 10 water & sewage companies and the 13 water only companies can be downloaded from here.




Aus – electricity lines price control in SA

	Background

Recent issues of Pipes & Wires have discussed the price controls imposed on electricity lines and water pipes in several jurisdictions including England & Wales, New Zealand, and the Australian states of New South Wales and Victoria. This article examines the draft Electricity Distribution Price Determination for ETSA Utilities in South Australia for the period 1 July 2005 to 30 June 2010.



	Legal basis for regulation

The responsibility for regulating electricity line services in South Australia lies with the Essential Services Commission of South Australia. The legal basis for such regulation is two-fold…

· The ESC is established pursuant to the Essential Services Commission Act 2002, of which Section 25(1) provides for the ESC to make determinations concerning prices and conditions related to prices in regulated industries. Section 25(2) of the Act permits the ESC to make such determinations only if authorised by a relevant industry Act.

· Various sections of the Electricity Act 1996 that provide for a regulator (currently the ESC) to make such determinations.



	The draft price controls

The ESC has proposed the following draft price controls…
· A P0 (initial reset) of 7% ie. a 7% reduction on 1 July 2005.

· An X of 1.3% ie. an annual adjustment of CPI – 1.3% for each of the 5 years.

The final price controls are expected to be published later this month.


Recent publications by Utility Consultants
· “Catching the pendulum’s swing – establishing a managed market in New Zealand” – published in Metering International issue 4, 2004. A joint publication with Christopher Hayes from Phillips Fox.
· ”Two thousand and five : a year of energy ??” – published in New Zealand Lawyer, 18 February 2005.
Tell me how good this issue was…

Please pick one of the links below to tell me what you think of this issue of Pipes & Wires…

· Excellent
· Very good
· Good
· Average
· Poor
If you get this is a hard-copy, your comments can be emailed to issue#38@utilityconsultants.co.nz If you receive this second-hand by email, you can receive Pipes & Wires directly by picking here. 

Conferences & events
· NZ Power Summit – Auckland (15 – 16 March 2005)
Conferenz is delighted to confirm the dates for our 7th Annual NZ Power Summit, New Zealand's largest power summit for 2005, and the first point of reference for all key decision-makers and executives working within the energy sectors. With an audience of the highest level delegates and speakers, the 2005 NZ Power Summit represents an unprecedented opportunity to network with other senior energy executives and new business contacts. 


The 2005 NZ Power Summit will be featuring key regulatory decision-makers, 2 international addresses, 16 chief executives and many other industry experts.

· Metering, Billing & CRM Australia & New Zealand  – Melbourne (15 – 17 March 2005)
The business of utility metering continues to evolve. The rapid convergence of metering, billing and CRM/CIS systems and strategies in a competitive marketplace provides unprecedented opportunities for those players positioned to provide future proof solutions.  Metering Australia/New Zealand 2005, together with a collocated event on utility Billing and CRM/CIS provides the opportunity to share your vision with a unique and carefully targeted audience. 
· Metering, Billing & CRM America – Las Vegas (10 – 15 April 2005)

This event provides a major networking platform for stakeholders involved in the North American water, gas and electricity utilities sector concerned with customer-end technologies (metering, billing and CRM/CIS systems).

· Metering, Billing & South African Prepayment Week – Cape Town (16 – 19 May 2005)
SPIntelligent will again be hosting the hugely successful 6th Annual Metering, Billing, CRM / CIS Africa 2004 which will be co-located with the 4th annual South African Prepayment Week (SAPW) conference and exhibition in Cape Town.
This event has been supported by utilities, government bodies and vendors throughout Africa for the last six years and is a calendar highlight for companies involved in metering, billing and CRM / CIS. The event provides a forum for electricity, water and gas stakeholders to discuss pertinent issues on the value of metering, billing systems and CRM / CIS in the revenue cycle chain in utilities.
Co-located is the South African Prepayment Week conference and exhibition, which provides an opportunity for electricity, water and telecommunications prepayment experts to discuss the latest developments affecting the industry in South Africa, while at the same time providing a forum to showcase the vast experience of the industry to an international audience.

Links to cool stuff
· Centre for Advanced Engineering – subscribe to Energy21 News (distributed generation & demand response).

· Centre for Advanced Engineering – download the report on “Energy supply in the post-Maui era” (file size is about 780k).

Disclaimer

These articles are of a general nature and are not intended as specific legal or consulting advice. They are correct at the time of writing. Utility Consultants Ltd accepts no liability for action or inaction based on the contents of Pipes & Wires including any loss, damage or exposure to offensive material from linking to any websites contained herein.
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