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All values in Energy Trendz are ex GST 

The Energy Link Ltd (ELL) index chart shows the values over the 12 months up to and including 17th December 2009.  Solid 

red line—the index values from Mar-09 use the detailed contract data disclosed by the Electricity Commission since 2nd Feb-

09.  Dashed red line— for the months prior to Mar-09 we have used data disclosed by M-co on behalf of the industry (these 

data points are not strictly part of the ELL index series).  The equivalent to the index for EnergyHedge is shown as the dotted 

line.  All contracts are referenced to the Haywards reference node on the  grid (lower North Island), and the error bars 

show the highest and lowest contract value in the 36 month period covered by the index.  The index, and how to use it, are 

described in more detail at www.energylink.co.nz/energy-trendz. 

EnergyHedge contracts are traded between the five major retailers and are not available to consumers. 

Commentary 

The index rose slightly this month on a volume of 13 contracts traded in all regions except the 

lower South Island.  The Energy Link index excludes contracts from EnergyHedge and less than 6 

months in duration, and of the 13 contracts traded there was a relatively even mix of one, two and 

three year contracts. 

The average 3 year-ahead price of EnergyHedge contracts rose from last month and now sits at 

7.8 c/kWh, just under 12% lower than the index value of 8.8 c/kWh.  Stop Press:  from 14th De-

cember EnergyHedge added contracts at Benmore and Otahuhu, although trading volumes are lim-

ted at this point. 

The EC has issued guidelines for submitting hedge disclosure data, and it appears that more hedges 

are being disclosed.  However significant data integrity issues persist.  For example, contract 

IDs 12867—12871 were uploaded into the hedge disclosure web site on 16th December with a 

Trade Date of 1/6/2010.  The Trade Date is the date on which the contract becomes binding be-
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ELL Index 

8.8 c/kWh 

(at Haywards) 
Other Nodes 

The index referenced to: 

Otahuhu 8.9 c/kWh 

Benmore 8.2 c/kWh 

Change 

The index rose by 0.1 c/kWh or 

1.2% since mid November. 

Volume 

13 contracts (excluding Energy-

Hedge and short term contracts) 

traded during the month, totaling 97 

GWh over the period Dec-09 to 

Dec-12. 

Contract Types 

0 FPVV (fixed price variable volume) 

13 CFD (contract for differences) 

Spread 

Ranges from 1.4 c/kWh late 2009 to  

almost 2 c/kWh in 2010, falling to 

1.7 c/kWh in 2012. 

Location Factors 

No change this month. 

Energy Hedge (Haywards) 

Based on latest trades as of 17th 

Dec-09: 7.8 c/kWh 

(11.7% lower than the index) 

91 contracts traded in the month 

ending 17-Dec-09, totaling 39 GWh 

over the period Dec-09 to Dec-14. 

ASX Futures 

Based on 3 year average „previous 

settlement‟ dates for 2010 - 2012, as 

of 17th December: 

Otahuhu 8.2 c/kWh 

Benmore 8.0 c/kWh 
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Commentary 

tween the parties, and the rules require contract data to be disclosed no more than 5—10 busi-

ness days (depending on the type of contract) after the Trade Date.  So if the Trade Date really is 

1/6/2010 (and we very much doubt this) then technically the rules have been complied with.  It 

seems more likely that the Trade Date has simply been misunderstood. 

These five contracts are not yet verified and because they are FPVV contracts are unlikely to be 

verified by the other party, and the error will remain.  More education is obviously required, and 

in addition it would be desirable for the Electricity Commission‟s information systems to detect 

obvious anomalies such as Trade Dates in the future, and to reject such data at source.   

To avoid confusion, even if we assume that these contracts actually have been traded in the last 

month, they are not yet eligible to be included in the Energy Link index because their status is 

„Unverified‟.  So that is why the summary on the front page of Energy Trendz shows zero FPVV 

contracts and thirteen CFDs traded during the month. 

The Minister of Energy and Resources, Gerry Brownlee, this month announced a series of re-

forms to the electricity market.  Taken overall, the reforms are very much targeted at mak-

ing the “club” formed by the three  SOEs and Contact Energy more competitive but stop well 

short of a major change in structure of the market itself.  The government seems to prefer forcing 

the club to work harder to compete amongst themselves, rather than directly tackling major 

structural issues, such as the high degree of vertical integration in the market. 

For example, the government might have required the major generator-retailers to separate their 

retailing and generating businesses, forcing participants to manage risks via trading in a much lar-

ger and more liquid hedge and contracts market.  This option has for a number of years (despite 

being an obvious reform) been rejected as being too difficult and disruptive.  It might be a more 

complex option but it would provide new entrant retailers and generators the greatest chance of 

success, thus promoting both competition and diversity. 

Although stopping short of a major change to the structure of the market itself, however, the 

reforms can certainly not be accused of „tinkering‟.  These reforms will bring about significant 

Why pay more than you need to?  Energy Link is here to help you reduce and manage energy costs.  We act as adviser and broker for initi-

ating and renewing energy contracts including fixed price variable volume and hedging contracts.  Our Ellserve energy information system 

captures energy invoices electronically, checks invoices, and provides access to data from multiple suppliers on our secure web site.   With 

your energy data on Ellserve you can target energy wastage, improve efficiency, create reports, and easily monitor CO2 emissions.  We make 

it easy to take action on energy.  It‟s simply better business!   Take action today and visit our web site 

The chart at right shows the price of 91 octane (91 

RON = “research octane number”) from July 2005, 

broken down into its 4 major components:  government 

duties, GST, the cost of transporting and refining crude 

oil including the retailer‟s margin, and finally the spot 

price in NZD of crude oil on international markets.  

Duties and GST currently comprise 43% of the total at-

pump cost (major centres) of 91, with the cost of crude 

at 40%. 

The cost of crude and the exchange rate both fell over 

the month and acted to keep pump prices virtually con-

stant for the month.   The trend in crude prices since 

the start of 2009 has been strongly upward but is show-

ing signs of easing.  More data is at www.med.govt.nz. 

Petrol Prices 

changes in the structure of certain market participants, and are clearly designed to introduce greater competition across the country at the 

retail level.  Whether competition results in lower prices than would have occurred anyway we may never know, especially as competition 

has taken a big step upward this year prior to the reforms.  But there are aspects of the reforms that will place greater downward pressure 

on prices, for example real and virtual asset swaps between the three SOEs.  Other aspects will place greater upward pressure on prices, for 

example the mandatory requirement to reimburse customers during conservation campaigns in very dry years, and the floor on spot prices 

when conservation campaigns are instituted.  Read more at the Energy Link Blog. 
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