e Energy

Link

Limited

Energy Trendz

Issue 10
January 2010

A monthly review of trends in the energy markets compiled by Energy Link Ltd

January 2010
ELL Index

10.0 c/kWh

(at Haywards)

Other Nodes
The index referenced to:

Otahuhu 10.0 c/kWh
Benmore 9.6 c/kWh
Change

The index rose by 1.2 c/kWh or
13% since mid December.

Volume

5 contracts (excluding EnergyHedge
and short term contracts) traded
during the month, totaling 132
GWh over the period Jun-10 to Jun-
15.

Contract Types
5 FPVYV (fixed price variable volume)
0 CFD (contract for differences)

Spread
1.2 ¢/kWh mid 2010 to through to
end of 2012.

Location Factors
Updated location factors reduced
the index by 3%.

Energy Link Electricity Contract Index
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The Energy Link Ltd (ELL) index chart shows the values over the 12 months up to and including |8th January 2010. All con-
tracts 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, so are not in-
cluded in the index values.

ASX New Zealand electricity futures contracts have limited liquidity and are currently not included in the index.

Commentary

The index rose this month on a volume of 5 FPVV contracts traded in all five regions of the grid.
The Energy Link index excludes contracts from EnergyHedge and less than 6 months in duration,
and this month all 5 contracts traded were five year contracts.

The average 3 year-ahead price of EnergyHedge contracts rose again over the month and now sits
at 7.9 c/kWh, just under 21% lower than the index value of 10 c/kWh. Trading in the new Benmore
and Otahuhu contracts remained limited over the month, no doubt assisted by a lack of interest
during the “summer” holiday season.

The five contracts making up the index this month were noted in last month’s Energy Trendz as
having an erroneous Trade Date of 1/6/2010. This month these contracts reverted to a status of
‘Not disputed’ and so are still (just) eligible to be included in the index for Jan-10 (the index window
is two months). These contracts were entered into the hedge disclosure last month, which actually
indicates a low level of contracting over the holidays. Due to the low trading volumes, we expect

Energy Link Ltd makes every effort to ensure the information contained in this report is accurate but does not guarantee this accuracy. Energy Link Ltd accepts no liability for any
use of this information by readers. This report is copyright of Energy Link Ltd and is not to be copied or redistributed without the express written permission of Energy Link Ltd.
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Petrol Prices

The chart at right shows the price of 91 octane (91 250
RON = “research octane number”) from July 2005,
broken down into its 4 major components: government 200
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 41%.

The cost of crude rose 7.3% over the month and the
exchange rate rose 2.5%, the net effect on pump prices

being an increase of 0.4%.

More data is at www.med.govt.nz.

Commentary
the index next month to be lower again, i.e. this month appears to be a slight anomaly on the
upside.

Speaking of a low level of activity, we do hope that your break was relaxing and that the New
Year has started well.

The latest set of market reforms will require all major generators (with over 500 MW of capacity)
to put in place by June 2010 an electricity hedge market with:

standardised tradable contracts;

a clearing house to act as a counter-party for all trades;
low barriers to participation;

low transaction costs;

market makers (offering buy and sell prices with a maximum spread) to provide liquidity.

As things stand now, the ASX’s New Zealand electricity futures and options contracts meets most
of the criteria listed above. As the major generators move to put in place their own improved
hedge market based on EnergyHedge, competition will inevitably develop between ASX and Ener-
gyHedge. In our small electricity market, and in the interests of maximising liquidity, it is hard to
see that there is room for two market operators, so one of the two is likely to capture the action
at some point in the not too distant future.

EnergyHedge was set up on a more formal basis just prior to Christmas with the formation of
Energyhedge Ltd and an announcement that its market would be developed broadly in line with
the market reforms.

Who becomes the hedge market in the end will be determined by a number of factors, including:
the range of products offered in each market and how well these allow new participants to
match hedge contracts to their load profile;
the overall ease with which new participants can enter the market and trade;
the transaction costs;

the support and training services that new participants can access prior to and while trading.
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You can have confidence in your energy strategy when you work with Energy Link: we’re here to help you make the best energy-related
decisions. We act as adviser and broker for initiating and renewing energy contracts including fixed price variable volume and hedging con-
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