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	Welcome to Pipes & Wires #43.
This issue starts with a discussion of the recently announced gas pipes price control declaration in New Zealand. We then discuss the very recent float of Vector and the announcement of some possible new gas-fired generation plant in Auckland.
We then skip the Tasman to examine the possible sale of two chunks of the generation market in Victoria.

Thanks to all those who have sent old (and not so old) books … they have been well read and appreciated. So until next month … happy reading.


NZ – gas under pressure
Background

Readers will recall from Pipes & Wires #36 that back in April 2003 the Commerce Commission was directed by the Minister to inquire into the gas pipes industry. The focus of the inquiry was whether “goods and services supplied by persons in markets related to a gas transmission system or a gas distribution system or both should be controlled”.
The Commission’s findings

The Commission’s final report in November 2004 concluded that a number of gas pipes businesses satisfied the criteria for control under s52 of the Commerce Act 1986, but that only Vector and Powerco should be subject to control pursuant to s53 of the Act.
Recent events

Late last month the Minister announced that he had accepted the Commission’s recommendations that Vector and Powerco should be subject to control pursuant to s53. This means that the Commission will develop a targeted price thresholds regime.
Pipes & Wires will be following the development of this thresholds regime and will comment as progress is made.
Aus – Contact looks to sell stake in Valley Power
Introduction

Recent sales of generation plant in the Australian state of Victoria have revealed a strong demand as ownership of various plant type reshuffles. In the first of two such articles in Pipes & Wires #43 we examine the sale of the Valley Power peaker by owners Contact Energy (40%), International Power plc (42%) and Mitsui Corporation (18%).  

Background

The Valley Power peaker is a 300MW gas turbine station in the Latrobe Valley that was constructed in 2002 using reconditioned plant from Whirinaki in New Zealand. Contact Energy’s original partner was its own cornerstone shareholder Edison Mission who held a 60% stake in Valley Power.

Issues driving the sale

There are two significant issues driving the sale of the peaker…

· Last years’ sale by Edison of its 100% stake in Loy Yang B and its 60% stake in Valley Power to a consortium owned 70% by International Power and 30% by Mitsui. Because International Power already owned the Hazelwood Power Station in Victoria (and the Synergen and Pelican Point plants in South Australia) it was recognised that the ACCC would almost certainly require some concessions to be made (these issues are discussed at length in Pipes & Wires #32). The ACCC has now demanded that the International Power – Mitsui consortium divest the peaker.

· Last years’ sale of Edison’s 51% stake in Contact Energy to Origin Energy which has seen Contact’s Australian growth strategy curtailed.

The proposed transaction

The requirement for International Power and Mitsui to sell their stakes into what appears to be a strong sellers market has prompted Contact Energy to sell its 40% stake. As this transaction proceeds Pipes & wires will provide further analysis of both the industry structure and the regulatory issues.
NZ – Vector debuts on the NZX

Background

Plans to float at least part of what is now Vector were included in the Mercury Energy establishment plan back in 1993. This article examines Vector’s successful debut on the NZX and the successful acquisition of a 92% stake in NGC which enables Vector to compulsorily acquire the outstanding shares and fully integrate NGC’s operations and also brings a long and exciting story to a satisfying conclusion.
The NZX debut

Vector successfully debuted on the NZX early last week surging to $3.12 from an issue price of $2.38 and closing the first day at $3.02. The float has raised $592.6m which Vector has used to repay the PIPES that funded the NGC acquisition.
The NGC acquisition

Vector also successfully passed the 90% threshold for compulsory acquisition earlier this week. Vector is currently in the process of issuing compulsory acquisition notices to the remaining 3,000 NGC shareholders who will be paid a consideration comprising Vector shares to the value of $2.62 and $0.78 cash in return for each NGC share.
Vector’s next challenge will be to successfully integrate NGC’s operations. 
Aus – Meridian may sell Australian assets

Introduction

This is the second of two articles discussing the apparently strong sellers market for generation plant in the Australian state of Victoria. This article examines the sale of Meridian Energy’s wholly owned subsidiary Southern Hydro which owns 592MW of hydro capacity in Victoria, 53MW of hydro in New South Wales and a 91MW wind farm in South Australia.
Background
Readers will be aware that ownership of generation plant in Victoria has significantly reshuffled over the last 15 months or so, and in some cases significant premiums have been paid. This trend continued as in June this year Meridian Energy engaged CS First Boston and First NZ Capital to test the market for a trade sale of Southern Hydro. This was in response to a number of approaches by interested buyers who recognised the value of renewable generation, and who will undoubtedly also have recognised the value inherent in the Peak MW market across Victoria and South Australia. The banking industry had indicatively valued Southern between A$1b and A$1.5b with a likely value toward the high end of the range.

A possible buyer emerges

It seems that China Light & Power subsidiary CLP Power expressed an early interest in buying Southern Hydro. Readers will be aware that in addition to its original ownership of Yallourn Energy, CLP Power acquired Singapore Power’s merchant assets last year (Pipes & Wires #38 and #39 describe the transactions and the regulatory issues in detail) which was subject to ACCC approval due to concerns that CLP might dominate the Peak MW market (however the ACCC concluded that new entrants to this market would almost certainly constrain CLP’s market power).
As the sale process unfolds and any regulatory issues become clearer Pipes & Wires will make further comment. 
NZ – Todd proposes Auckland generation
Background
The Electricity Commission has been tasked with either approving or rejecting Transpower’s plans to construct a 400kV line into Auckland, a line that Vector says is needed far more urgently than the 5 year time frame others have suggested appropriate. Part of the Commission’s role will be to consider alternatives to the line, one of which will undoubtedly be Todd Energy’s recently announced plans to construct a number of modular 200MW gas-fired power stations around Auckland. This article introduces some issues to set a backdrop for future discussion as this possibility develops further.
The Todd proposal

Essentially Todd proposes to construct a number of modular 2000MW gas-fired power stations around Auckland. Three sites have been identified, two of which would allow for multiple units. In addition to avoiding new transmission capacity, Todd emphasised that the proposed plants would also provide dry year security.
The key issues
The key issues would appear to be…
· Security of gas supply.
· Security of gas transmission capacity into Auckland.

· Avoiding the very controversial alternative of a 400kV line.

· Providing dry year security.

· A possible upward shift in gas prices if LNG is imported making it more profitable to sell gas as electricity.

As these issues unfold, Pipes & Wires will provide further comment.
Conferences & events
International Infrastructure Management Summit (Rotorua, 17 – 19 October)
This summit will bring together infrastructure leaders and decision makers from around the world. It offers a unique opportunity to network and learn more about managing, maintaining and future-proofing infrastructural assets, from energy and water to buildings and transport. The information being shared and offered makes this a must attend event for those working in all areas of infrastructure management, from both the public and private sectors including those involved in:

	· Asset management
	· Engineering

	· Strategy & planning
	· Finance & investment

	· Operations management
	· Policy

	· Consulting
	· Contracting

	· Information systems
	


The summit features an optional asset management workshop on Monday 17th October. This is followed by two days of innovative, challenging presentations and special interest groups, featuring national and international experts in a variety of areas of infrastructure asset management, and concludes with optional presentations from practitioners on Thursday 20th October, to hear about asset management practices in action.

Don’t miss this unique opportunity to hear from, and work with, this impressive team of presenters and facilitators, as together you learn the lessons of the past and benchmark the future of infrastructure management. For further information pick the bold link above, pick here to email Ross Vincent from Ingenium or call Ross on +64-7-8683960.
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#43@utilityconsultants.co.nz If you receive this second-hand by email, you can receive Pipes & Wires directly by picking here. 

Hot 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, consulting or investment 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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