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ENA REGULATION SEMINAR 
Wednesday, 6 August 2014 

IS REGULATION IMPORTANT TO INVESTORS? 
RICK FRANCIS, MANAGING DIRECTOR 
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SPARK INFRASTRUCTURE 
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► ASX listed investment vehicle since 2005 with a market capitalisation of around $2.8 
billion and a strong corporate governance track record 

► Share register – 80% institutional + 20% retail; 70% Australian + 30% offshore 

► 49% interests in three quality Australian electricity distribution networks with a combined 
Regulatory Asset Base of $8.6 billion plus 14.1% interest in DUET Group (an ASX listed 
vehicle with interests in electricity and gas distribution networks and a gas transmission 
pipeline) 

► Investment universe includes regulated electricity, gas and water infrastructure assets 

► Hands-on commercial, financial and operational oversight provided by experienced in-
house team with operational and regulatory knowledge 

► Long term investment philosophy  



“I truly believe today is the most important day in Spark’s history. Management has to show leadership like never 
before. Management should not underestimate the market’s ability to cripple this company given the regulator’s 
lead. I am not being dramatic when I talk about crisis time at Spark.”  
Steve Goldberg, Portfolio Manager - Pengana Australian Equities - 12 December 2008 
  
“What is going on with the company? My investment in Spark Infrastructure is a significant part of my retirement 
plan. Should we be selling as a result of this (AER) decision? 
Peter Forrester, small retail securityholder - 12 December 2008 
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REGULATORY CHANGES HAVE BIG IMPACTS 
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► Capital is global and moves quickly – investors have a wide universe of choices available to 
them 

► Keen interest from investors in the Better Regulation program - extensive input by financial 
investors in making submissions and participation in consultations  

► Global and domestic long only fund managers aligned in their views on regulation in the 
sector 

“I don’t have the confidence that I used to (in the Australian regulatory environment). Australia has become more 
politicised and the environment is more opaque. I have already seen capital flowing away… we take a global view 
of potential investments and undertake benchmarking of regulatory regimes around the world. To actually attract 
capital to these assets the Australian regulatory environment needs to be in the top quartile of regulatory regimes 
(in relation to returns).” – Jonathan Reyes and Tim Humphies, AMP Capital - 22 October 2013 

► Regulated utilities are big investments, and more investment is needed 

► Big investors actually represent small ones in the listed space – the majority of Spark 
Infrastructure’s ultimate beneficial holders are Australian retail and private investors, self-
funded retirees or superannuation account holders   
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INVESTORS HAVE ALREADY SHOWN THEY CARE 
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► Regulation needs to be predictable, transparent and accountable 

► It needs to provide confidence to enable long-term investment decisions to be made 

► Regulation needs to reward efficient operators and encourage inefficient operators to 
improve 

► Incentives are always effective in influencing behaviour, but not always effective in 
doing so in the manner intended 

► Well considered regulation can drive performance, while inappropriate regulation can 
lead to market failure 

► Changing demand patterns and evolving technology will have an impact on how 
networks are run, how customers are charged and on how the disadvantaged are 
compensated  

► Governments and regulators need to respond; regulation needs to be more adaptive, 
innovative and responsive 

WHAT REGULATION DOES AND NEEDS TO DO 
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CONSUMER ENGAGEMENT MUST BE EMBRACED BY INDUSTRY 

► Consumer engagement greater than ever before; representative bodies, public 

forums, challenge panels etc. 

► The role of consumers in the development of asset replacement and expansion 

programs needs to be embraced by industry - they can provide a guide to the  

planning of programs and support to NSP submissions to the Regulator  

► The AER’s engagement structures can be of use in developing solutions to the 

various challenges facing governments and regulators 
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REGULATION AND OWNERSHIP STRUCTURES 

“…the rationale for government ownership of electricity network businesses no longer holds… the 
evidence appears to suggest that state owned enterprises are less efficient than their private sector 
peers. The best remedy is privatisation.” 

‘Electricity Network Regulatory Frameworks Inquiry Report’    
Productivity Commission - 26 June 2013 

 

“…government owners have an incentive to over-invest because of their low cost of borrowing and tax 
allowance arrangements… political concerns about reliability of the network, and about the 
ramifications of any failures, reinforce these incentives.” 

‘The Garnaut climate change review’  2011  

“…State governments receive not only the regulated return on assets, but the debt arbitrage plus the 
tax equivalent payments. They effectively are able to “triple dip” from their ownership of the electricity 
poles and wires businesses.” 

‘The capital efficiency of Australian Electricity Distributors”    
AMP Capital submission to the Productivity Commission - November 2012 
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PRIVATELY OWNED NETWORK ASSETS SET THE STANDARD 

► Network costs have risen 
significantly more in the government 
owned States than in the privatised 
States 

► Privately owned NSPs are among 
the most reliable, efficient and safe 
businesses of their kind in Australia, 
and generally rank above their 
government owned peers 

1. As measured by System Average Interruption Duration Index (SAIDI) 

Source: “Electricity network services : Long 
term trends in prices and costs” EY, June 2014 
Commissioned by NSW Treasury 
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SUMMARY 

► Regulation is the prime concern of investors in the regulated utilities space 

► Regulation needs to provide both a bedrock of confidence to enable long-term investment and 
keep pace with expected changes in markets and technology 

► The role of consumers in guiding and supporting asset replacement and expansion programs 
needs to be embraced by industry 

► The interplay between regulation and ownership is important and has significant implications for 
investment, efficiency and cost to consumers  

► The privatisation of government owned electricity distribution and transmission assets would be a 
positive step towards a more efficient and responsive sector 
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Please contact 
Mario Falchoni 
General Manager, Investor Relations and Corporate Affairs 
Spark Infrastructure 
 
P:  + 61 2 9086 3607 
F:  + 61 2 9086 3666 
mario.falchoni@sparkinfrastructure.com 
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DISCLAIMER & SECURITIES WARNING 
No offer or invitation. This presentation is not an offer or invitation for subscription or purchase of or a recommendation to purchase securities  
or financial product.  
No financial product advice. This presentation contains general information only and does not take into account the investment objectives, financial 
situation and particular needs of individual investors. It is not financial product advice. Investors should obtain their own independent advice from a qualified 
financial advisor having regard to their objectives, financial situation and needs.  
Summary information. The information in this presentation does not purport to be complete. It should be read in conjunction with Spark Infrastructure’s 
other periodic and continuous disclosure announcements lodged with the Australian Securities Exchange (ASX), which are available at www.asx.com.au.  
U.S. ownership restrictions. This presentation does not constitute an offer to sell, or a solicitation of an offer to buy, securities in the United States or to any 
“U.S. person”. The Stapled Securities have not been registered under the U.S. Securities Act or the securities laws of any state of the United States. In 
addition, none of the Spark Infrastructure entities have been registered under the U.S. Investment Company Act of 1940, as amended, in reliance on the 
exemption provided by Section 3(c)(7) thereof. Accordingly, the Stapled Securities cannot be held at any time by, or for the account or benefit of, any U.S. 
person who is not both a QIB and a QP. Any U.S. person who is not both a QIB and a QP (or any investor who holds Stapled Securities for the account or 
benefit of any US person who is not both a QIB and a QP) is an "Excluded US Person" (A "U.S. person", a QIB or "Qualified Institutional Buyer" and a QP or 
"Qualified Purchaser" have the meanings given under US law). Spark Infrastructure may require an investor to complete a statutory declaration as to whether 
they (or any person on whose account or benefit it holds Stapled Securities) are an Excluded US Person. Spark Infrastructure may treat any investor who does 
not comply with such a request as an Excluded US Person. Spark Infrastructure has the right to: (i) refuse to register a transfer of Stapled Securities to any 
Excluded U.S. Person; or (ii) require any Excluded US Person to dispose of their Stapled Securities; or (iii) if the Excluded US Person does not do so within 30 
business days, require the Stapled Securities be sold by a nominee appointed by Spark. To monitor compliance with these foreign ownership restrictions, the 
ASX’s settlement facility operator (ASX Settlement Pty Limited) has classified the Stapled Securities as Foreign Ownership Restricted financial products and 
put in place certain additional monitoring procedures.  
Foreign jurisdictions. No action has been taken to register or qualify the Stapled Securities in any jurisdiction outside Australia. It is the responsibility  
of any investor to ensure compliance with the laws of any country (outside Australia) relevant to their securityholding in Spark Infrastructure.  
No liability. No representation or warranty, express or implied, is made in relation to the fairness, accuracy or completeness of the information, opinions and 
conclusions expressed in the course of this presentation. To the maximum extent permitted by law, each of Spark Infrastructure, all of its related bodies 
corporate and their representatives, officers, employees, agents and advisors do not accept any responsibility or liability (including without limitation any 
liability arising from negligence on the part of any person) for any direct, indirect or consequential loss or damage suffered by any person, as a result of or in 
connection with this presentation or any action taken by you on the basis of the information, opinions or conclusions expressed in the course of this 
presentation. You must make your own independent assessment of the information and in respect of any action taken on the basis of the information and 
seek your own independent professional advice where appropriate. 
Forward looking statements. No representation or warranty is given as to the accuracy, completeness, likelihood of achievement or reasonableness of any 
forecasts, projections, prospects, returns, forward-looking statements or statements in relation to future matters contained in the information provided in 
this presentation. Such forecasts, projections, prospects, returns and statements are by their nature subject to significant unknown risks, uncertainties and 
contingencies, many of which are outside the control of Spark Infrastructure, that may cause actual results to differ materially from those expressed or 
implied in such statements. There can be no assurance that actual outcomes will not differ materially from these statements.  
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