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	Welcome to Pipes & Wires #40. This issue starts with a reminder that the disclosure date for electricity asset management plans is looming.

We then skip to Australia for a progress update on the establishment of the single energy regulator, an examination of the final wires price determination in Queensland and a look at the long-awaited expansion of the Dampier – Bunbury gas pipeline.
We also take a quick look at the rapid progress toward building more nuclear power stations in the UK since the recent election. So until next month … happy reading.


NZ – time for AMP’s again !!
Most electricity lines readers will be aware that the AMP submission date of 30 June is rapidly approaching. Over the last 18 months Utility Consultants has assisted 10 lines businesses with their AMP’s, so for serious assistance in getting your AMP compliant or even a quick chat call Phil on (07) 854-6541 or pick here.

Aus – progress on the national energy regulator

Background
Australia currently has 13 energy regulators covering the various state and commonwealth jurisdictions (refer to # 38Pipes & Wires #27

 and ). The Parer review recommended establishing a single Australian Energy Regulator to take over the functions of these 13 regulators. The ostensible objectives were to reduce barriers to new investment and create a visible independence from the ACCC. However the final shape of the AER will vary from the Parer recommendations as follows…

· The AER will exist under the ACCC’s umbrella rather than being totally independent from it. It will be governed by 3 commissioners – one from the ACCC, and 2 collectively appointed by the national energy minister’s forum.

· A separate body (the Australian Energy Markets Commission) will administer the National Electricity Code (NEC).

· The ACCC will still retain jurisdiction over restrictive trade practices under Part IV of the Trade Practices Act. This will include approving competition related changes to the NEC.

Progress to date

It appears that the AER is running about 12 months behind schedule, with the appointment of one of the three commissioners still to be made. It seems that the lack of agreement between each energy minister over the final appointment reflects the widely varying views on the energy sector held by each state. Appointments to date include Steve Edwell and Ed Willett as commissioners and Michelle Groves as chief executive.

Initial plans called for the AER to commence its jurisdiction over electricity transmission and wholesale prices in 2004 and increase its jurisdiction over the remainder of the electricity and gas value chain out to 2006. It would appear that this timetable will be delayed by about 12 months.

NZ – progress on the 400kV grid

Background

Possible routes for Transpower’s proposed 400kV grid from Whakamaru to Auckland have proved to be one of the most controversial issues to hit the south Waikato in recent years. Actually it’s probably one of the most controversial to hit the New Zealand energy scene in a long time. It’s probably up there with the Clyde Dam and raising the level of Lake Manapouri.
A possible route finally emerges

Transpower has recently released its interim route decision in which the 190km long line corridor would pass just west of Morrinsville and east of Arapuni and Mangakino. Part of the proposed design would overlap 124km of the 147km long Arapuni – Pakuranga 110kV line which will be totally removed.
The Electricity Commission’s role
Unlike previous decisions (like the Clyde Dam or the raising of Lake Manapouri) in which a decision to proceed was just made (probably by Cabinet in the two examples cited), any decision by Transpower will require the approval of the Electricity Commission. It is expected that the Commission will take about 12 months to fully examine Transpower’s proposal and make its decision. Meanwhile energy minister Trevor Mallard has requested Transpower to continue the detailed route planning and land owner negotiation as a matter of prudency.
Aus – final wires price determination for Queensland

Background

Pipes & Wires #39 discussed the draft wires price determinations in respect of Energex and Ergon Energy for the 5 year control period ending on 30 June 2010. Readers may recall that severe storms in South-East Queensland in 2004 that left many consumers in the dark for extended periods prompted an independent review of both Energex and Ergon’s asset condition.
Trends in price determinations

The Queensland Competition Authority’s draft determination follows an increasing trend of allowing tariff increases, primarily prompted by the need for renewals and expansion. The draft determinations were as follows (quoted from the draft determination report)…
· Energex – increases only slightly in year 1 of the next regulatory period but increases around 6.5% per year on average.

· Ergon – steps up by nearly 19% in year 1 then grows by around 6% per year for the remainder of the period.

The final price control
The final price control is rather complicated as it includes capping tariffs for small customers to the rate of inflation, whilst the allowable tariffs for contestable customers are considerably higher, but a broad summary is as follows…
	
	Draft determination
	Final determination

	
	
	Franchise
	Contestable

	Energex
	Increases only slightly in year 1 of the next regulatory period but increases around 6.5% per year on average

	CPI
	CPI+4.5%

	Ergon
	Steps up by nearly 19% in year 1 then grows by around 6% per year for the remainder of the period.
	CPI
	CPI+5% 


It’s also pleasing to note that the QCA adopted a WACC of 8.5% in developing these determinations.
UK – the nuclear debate gets hotter

Introduction

Pipes & Wires #37 outlined the Government’s plans to publish a white paper paving the way for a new generation of nuclear power stations. Because this was seen as so politically sensitive, plans to publish the white paper were shelved until after the (recent) election.
Recent happenings

Only days after Labor successfully won a third term, the official government view seems to be converging very rapidly on a nuclear future as plans to build 10 or possibly more nuclear power stations in the UK emerge. Climate change is undoubtedly the major driver of this future view.
The climate change debate

As the climate change debate intensifies and demand for electricity shows no signs of slowing arguments against nuclear power seem to be crumbling particularly in the UK where other energy sources are becoming increasingly uncertain. It seems that more and more prominent scientists including the Government’s own advisors are endorsing the need for nuclear power as a serious answer to the climate change problem which so far seems to be strongly focused on wind power.
No doubt the Government’s official policy will gain momentum in the coming months, and no doubt the rest of the world will be watching as it does.
Aus – expanding the DBNGP
Background

Long-time readers will recall that one of the West Australian Government’s objectives when it sold the Dampier – Bunbury Natural Gas Pipeline was to obtain a commitment from the purchaser to increase the capacity. However a bitter dispute over tariffs arose that eventually saw the DBNGP placed into receivership and subsequently purchased by a consortium of Alinta, ALCOA and DUET. The much talked-about expansion was nowhere in sight. This article examines the recently announced expansion plans and comments on this in the wider context of investment in a regulated environment.
The expansion plans

The consortium has recently announced that it will spend A$430m to boost the pipeline capacity from 650TJ / day to about 750TJ / day. This work will include adding 8 compressor stations and about 200km of pipeline. This additional capacity is fully already contracted to supply both Western Power’s generation plants and for the Pinjarra cogeneration plant.

The wider context of under investment

Several recent black-outs that have been attributed to under investment have prompted criticism of tariff determinations, but perhaps none more so than the recent black outs in Western Australia that were directly attributed to lack of gas transmission capacity into key generation plants.
As we discussed in Pipes & Wires #23 under the heading of “Getting the CapEx right” under and over-investment are highly asymmetrical with the losses arising from black-outs generally significantly out-weighing the cost of investing before its really necessary. As we move into an era of both renewals and high growth, setting tariffs that correctly incentivise investment will become even more critical.
Any old books in your library ??
I’m looking for old books and magazine articles on electricity industry and borough council history, especially books like jubilee celebrations of utilities or back copies of the old “Live Lines”. If you’ve got any old books like this that you don’t wish to keep please send them to me.

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#40@utilityconsultants.co.nz If you receive this second-hand by email, you can receive Pipes & Wires directly by picking here. 

Conferences & events
· Land pipeline engineering – Auckland (23 – 24 June), Wellington (29 – 30 June)
Conferenz announce their two-day, Land Pipeline Engineering seminar. To achieve the fundamental objectives of a land pipeline, it is vital to have knowledge of hydraulic design, process engineering, mechanical design, environmental impact, construction practices, risk analysis methods and financial evaluation and control. This seminar will equip you with best practice techniques in all aspects of pipeline construction and successful operation.

The seminar trainer is Graham Gilkison, Director Mechanical Engineering, Independent Technology Ltd. 

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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