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President’s M essage

hefirst qerter of 199

hes prosed to ke a fur-

ther turbdent period for

energy narkets. V& have ex-

perienced yet anather nild

wnter inthe Northern Hmn-

sphere whi ch has accent uat ed

thed dd erergy cgecity sur-

pduws, epecidly in al ad

neturd ges narkas. The re

sut hes been a cotinetion

o very | owerergy prices ad

severe financid pressres an

energy producing states ad

conpani es. However, we

have dso begn to see the

begi nnings of adj ust nent.

Economic fundanentd s and financid costrants have trig

gered large cus in the ol ad ges indstry's captd

expend tures, wth budgets being cut by an average of 2530

percat. Rg couts ad wels drilled have bath dropped

sharpy. Mantine, inface of these pressures, FEC nem

ber oil producers and a nunter of | arge non- GFEC produci ng

staesnet intheHgeinlaeMrchadlae inVeraad

ageadtocu ol production by sonetvo mllionb/dinorder

torebd acethe al narket ad erode the i nvertary over hang.

Cukdl piceshaerdlied bt nat reuned to previasly
pedling leds.

Manile, the |IAEageedon 1 Axil toavardits first
ever studet schdarships in ader to support studerts o
eegyrdaeddsddinesinthar studes. Afule descripgtian
o the schene ad the successfu cand dates is induded on
pege 10. The schene has been desi gned t o spend a proporti on
o the accrued reverues of the |AEin suport the study o
ener gy econonncs, especi d |y by students of energ ng nar ket
€conon es.

The comng few nonths wll see three njor |AEE
supported conferences. The 2™ anud Gnference of the
IAEWII take pacein Rne onthe 912 Jue wth the title
“New Euilibria in the Bhergy Mrkets: the Rde of New
Regions and Areas” (see http://wwweuronet.it/a ee/
iaee coference tmfar fuler details). Elgardo Grcio ad
hi s cd | eagues fromthe Itd i an Associ at i on-the A E=have
beenveorki ng extrendly hardto ensire thet thiswll be avery
successfu ad enjoyadd e evert. THiswll befdloredinthe

| ate sumer and early autunm by three reg ond corf er ences:
the USAEH | AEE 20" Annual North Anerican Qonference
in Olado, Haida on Agust 291 Stenber (see http//
wwyi aee. arg/ 20neci nv/ 0neci nv. htn; the British Institute
of Energy Econonics (REE) 1999 Gnference at S John's
Q@ lege ford on 20-1 Septentoer (see http://wwvi aee. orgf
97spt conf/ 9% ee. htm); and on 30 Septener-1 @tober the
Ferthdfiliaewll kehddmgitsarnd eat inRxis. | d
hyethat youwll beddetodtedadpaticdpaeina lesst
oe o these vrld class energy coferences.

Rter avies

Hita's e

Wdhyavan Prawraatnadja and Ferei dun Fesharaki
provide an updste onthe Asiaal industry and the i npect the
adgdsfirdd aissif maimgmit. Alok a thedl ssda
inexchd the aeas ngjar coutries is provided They e
that though weak Asi a denand had added dowward pressure
onal prices, therded lover Assiadenand gothis actud ly
very snal | conpared wth patentia g aod oversupdy. Rur-
ther, they mate thet innost of the Asian coutries currency
dredaing efects aenrethen dfset bythededireindl
prices in the ineraiod narkets. Ol denand gomh is
expected toresune this year and reach a newpeak next yeer.

Jecques Rrcehd s lodks a the effarts to deregl ate the
Eropean ges narket, describing first the preset situation
andthenautlinngthe Gs Drective adopted by the Eropean
@nmission and the inplenentation strateges by the al
conpani es. He concludes wth a sunmarization of the
gestiosrenainngregard g the tramsposition of the Drec-
tiveinothe las d the Bropeaen coutries.

Laszlo Lovel of the Viirl d Bank reparts on the progress
o dectricity energy narket refaminthe rane He nates
thet desptethefadt thet it ves rdaivdy essytopt infdace
the besic fadlities/systens far a fuctioing copetitive
dectricity narket, the Wkrai ni an govermant hes beenred uc-

(continued on page 10)
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' MARK YOUR CALENDARS —PLAN TO ATTEND !!!

The Sructre d the Bergy Indstries The il y Gonstant is Change

20th WBAEH | AEE Annual North Anerican Gonference — August 29 — Septenber 1, 1999
Qlando, Horida, WLBA— Hiton a Vet Osney Wrld M1lage

If you re concerned about the future of the energy industry and profession, thisis one neeting you surely don't vart to mss. The 20th USAH | AEE
Anud North Anerican Grference wll detail current devel opnents wthin the energy field so thet you cone anay wth a better sense of energy supdy,
denand and price. Sone of the najor conference thenes and topics are as fdl ovs:

Ol Indwstry Restructuring The Qinate Change Debate Ntura Gs Mrkets in the New Gntury
Hectricity Rstructuring Goba Gs & Pover Aternaive Fied \ehices
The Gobal Econony and its Efect on the Bhergy Industry

Econonnc upheaval , d obalization, privatization and regi atory reformare having signficat inpects on energy narkets throughout the verld. Al
o the najor energy industries are restructuring through nergers, acquisitions, ubunding ad rebunding of energy and ather services. This coference
wll provide a faumfar dscussion of the costatly changng structure o the energy indstries, wthimsigts into the cases ad likdy otcones o the
restructuring efforts thet are not undervay.

A this tine, cofirned spegkers indude the fdlowng

J. Qristopher Alen, Rdiant Eergy Wid esd e Goup Brad Bates, Ford Mtor Gonpany

Mrk Bernstein, RAND Qorporation Sephen P Bown, Federal Reserve Bark of il las
Fobert Ganpbel |, Gairnan & (BQ Sunoco, | nc. TomCxkette, Glifornia Ar Resources Board
Hernan Fransenn, Petrol eum Econonics Li mited Joe Foster, Newied Exporation

WIliamW Hogan, Harvard Uhiversity Karl Georg Jechoutek, V@rld Bank

John Jurewtz, Southern Gilifornia Ei son Gnpany JimkKatzer, Mbil Ol

RamKkhetti, \aero Prakash Loungani, |MF

Mchael C Lynch, MT Terrance MG 11, Glunbia GIf Transmssi on Gonpany
Knut Anton Mrk, Svenska Handel sbanken Adam S emnski, BT Aex Brown, Inc.

Mitt S mrmons, S mmons & Conpany Kyl e S npson, Mrgan Mguire, LLC

Fonal d Sutherland, Anerican Retrd eumlnstitute Mchael L Telson, GFQ US Departnent of Energy
Barbera Laflin Trest, Bechid Qrporation Scott Weronui k, TransGanada Ener gy

Aspecid added festure of this year’s conference i s designed to cotribute to oor uderstand ng of the technicd uderpnngs of energy narkets. Qn
Sinday, August 29, the conference wll offer two one-hour tutorids —one entitled “Retrd eumRefining for the Nonrtechnica Rerson” presented by Wi liam
Leffler (Sell O Gnpany) and a second on “The Besics of Hectricity’ by Sephen @nnors (MT).  The closing session i s entitled “Looki ng Aead by
Looki ng Back.” W& have brought together three energy industry wse nen, John Boatwight, Laney Little ohn and Onic Mrashian to eval uate current
energy narket devel opnents agai nst the backdrop of their conhi ned experience in the energy industries.

Inaddtion, 25 concurrent sessias ae pdamed to addess tingly taacs that affect dl of us specidizinginthe fidd of energy economcs. Sessias
under devel gonent o consi deration i ncl ude:

Mdel i ng Gnpetitive Hectricity Mrkets Bwironnental Anal ysi s and Regul ati on

Dning Eergy Bisiness in the Infornation Agee Renoving the Barriers US Ol Rlicy

Ehergy Reformin Transiti on Economes The Qutl ook for al and Nucl ear Pover

Ol Spdy Qtlook Irternetiod R gectios Ewironnental |ssues in the Devel oping Vil d

Boving US Ntwa Gs Mrkets Grvergence in the Wility Industries

Latin Anerican Deregul ation Gobal Gange Economic and Bnergy Ralicy Inplications
Gadizaiond the Hectridty Indstry Eergy Bficiency in a Guited Mrket

Eergy Mdeling Past, Reset ad Riue A New CPEC?

Mrket Pover in the Transnission Industries — (NG & Hectricity) Dstributed Greration

Thouch the abstract cut-off date hes pessed, if youstill desireto preset a peper inacocurent session, pesse cotact Dave W i ans (i aee@eee. arg)
tosee if thae ae ay adldd e spas still 1t inthe proyamthet nay fit yor area of energy eqeatise

The 20th WA IAE Anual North Anerican Giference provides a unique opportunity for leading experts from business, governnent,
i versities, ad research instituionss to dscuss ad debete the fuue o energy markets in this era o comad zation, decertrdizaion ad
inenaiodization Thenetingwll enphesizethe godicahlity of the nest recent, cutting-edge ad ysis for he ping private and pubd i ¢ organi zeti os frane
deci sias and choose apprgri ate strateg es.

Olado, Haidais avenderfu ad scenc/tarist dacetonmest. Sngengts a the Hiton Htd are $139.00 (cotact the Hlton Hitd a 407-827-
4000, to nake your reservations). @nference registration fees are $475.00 for USAH | AEE neners and $675.00 for non-neniers.  Specia airfares
have been arranged through Gtinental Ailines. Rease contact Qntinenta by calling 281-821-9549 and reference our di scount code “IMB3T.” These
pices nake it affaordede far you to atend a coference thet wil keep you areast of the issues that are nowbeing addressed on the energy frotier.

There are nany ways you and your organi zati on nay becone i nval ved wththisinportant confference. Younay wshtoattend for your omn prof essi ond
benefit, your conpany nay wsh to becone a sponsor or exhibitor at the neeting whereby it woul d recel ve broad recogni tion or you nay wsh to be consi dered
s apreseier a the meeting For further infornation on these opportunities, please fill ot the fombd owand return to WSAH | AE Headquarters.

The Sructre d the Bergy Indstries The il y Gonstant is Change

20th Annual North Anerican Gnference of the USAEH | AEE
Rease send ne further infornation on the subject checked bel owregarding the August 29 — Septenfber 1, 1999 UBAEH | ARE Gonf erence.

Regi stration Infornati on Sponsarshi p I nfornati on Btibit Infornation Speaker |nfornation
NAME: TI TLE
COMPANY::
ADDRESS:
G TY, STATE, MAl L CCDE:
COUNTRY: PHONE/ FAX:

UBAEH | AEE Qonf erence Headquarters
28790 Ghagrin Bvd., Site 350 « Geveland, CH 4412 UA

Fhone:  216-464-2785Fax  216-464- 2763




249 | A AnnH Ine mtiod @f e ence

NewHEulibriainthe Bergy Mrkds The Rie o New Regias ad A es
Fone, Itay 912 June 199

Gad Htd Rrco 8 Rindp
Ogani zed by the | AE Itdian Afiliae - AFE

The Gnference wll be conposed of 10 generd sessians and 40 concurrent sessi ons wth an expert
teamd 200 d stingushed speskers wo wll gve those a@tendng a dear piccure o the comercid,
regd aory ad conpetitive sectars curetly energ ng in these narkets.

Sone 200 abstracts have dready been suomtted, dedling wth newenergy narkets, the experiences
o liberdisaion regdaion ad dregdaion in the energy narkets, Rost-Kato fdlow up, energy
scerarics, energy denand and efficiency ad the rde of techndag es in a susta nad e deve gonert.

The Gnference will be a unique goportunity to debete about current deve opnents wth highl eve
reryesataives o key indstry ad inerretiod instituios wo have dready cafirned their pertid pa
tion, anong wiich EN, B°, SHL, BNH, HF S\NWM BGas well as IEA IRGC IR, Verld Bank
and the Bropean Gmnssion, al representing nare than 35 countri es.

The Oficdd Qeningwll behddbytheltdian Mnster o Indstry, M. P Brsan, fdloned by the
keynote address of M. Gugie no Mscato, Guirnan of BN. The general sessians wll then debete on
the issues rdated to the §ato Raocd Inplenentation, NwRgon ad Bg Rgects, the Hectricity
Mrkets inthe Mditerranean, Gas Denand and Supply in Brope, the BEvd ution of B g Energy Gonpany
inthe 21* century and Technd ogi es | nnovati on.

The Gosing Renarks wil be addressed by the Drectar of ECad by the Itdian Uder-Scretary of
Fora gn Afars.

Inaddtiontoahdgly prdessiod proyame, the Grference wil be the ggportunity for del egeies
and acconpanyi ng persons to enoy nany cutua visits ad socid everts throughout Rone.

Aprivae guded visit tothe \ican Mseus ad the Sstine Ggpd wll beaganisedonJue 9 the
fdlowvng day, particdpats adthar gests wil beinitedtoagdadme inaXMIl " Mllaad on Jue
11 an exd usive cocert inaRman Bssilicawl|l be offeredtothem A the ed o the caoference, on Jue
24dl lades wll beinitedtoaspedd fashon showa Gad Hitd Rrcodd Rindp.

Bfaethe Grfeaere cnJue 7 ad 8 avaidy o ineesting tecncd tors wll be agaised far
pertic pats to provice themwth on site presertaion to sone indstrid pats locaed in three [tdian
dtrattive regas ad to nake themenoy Itdy s vedth o at ad cdtue patidpats wil hae the
goportunity tovisit BNE. geathernal funerd es and pover stations in Lardare | o (Tuscany), BN offshore
ges pafans a Rvema (Ariaic Sed) and BENRA Fhatovdtac R& D Gter a Rortici (N es).

Qher cutud tors ad excusios thraugout Rne Haence ad aher cities wil be dfered a
specid raes to dd egates ad acconpanyi ng persans.

For futher ifamation a regstraion daals, fdesse cotadt:

Cistiana Atate

AEE - Associaziore Itdiana Econonnsti ddl |’ BEerg a
Via Gago \esai, 4 — 00196 Rone, Itay

Fhone +3906 322.7367 Fax +3906 323 4921
Enai | :  a eeconference@al i nk. it




pdate on the Ol Industry in Key Asian

Qurtries: Inplicaions of the East-Asian

Econonic Qisis ad Loner Ol Ricesinthe
Internati onal Mrket

B/ Wahyavan Praw raat nadj a and Ferei dun Feshar aki *

The Qrrent Char ecterigicsd the Asian O Mr ke

Wi | e the econonnc/ financia crisi s in sone Asi an counr
tries hes hed a seriauss inpect onthe reg o' s erergy narket,
the AssiaRacific dl narket needs to be assessed wthin the
coted o lover al picesinthe ineraiod narke ad
continued deregd aion pdicies in sone key courtries.

Whdieetha lorr dl picess aelikdytopeal fa
qute soe tine Rditicd evets can psh w the price
temporarily, bu the curent paetid oversydy wll bring
the price dom to the levd were the price o Bet wil
fluctuete wthin a band of U812 00-15. Q0 per barrd for a
lesst the net five years. Qr hese-case prgectionind caes
thet the yearly avrage o dl pricesinred terms util 2000
wll nat exceed the 199697 levd s.

Wile the weak Asian oil denand adds dowward
pressreonal prices, therded |lomer Asian denand grovth
is actudly very small conpered wth the patertid ¢ aod
oversupdy. Lover ol pricesdsoneen|over inport billsfor
nany Asi ancoutries; thishes particu arly hd ped the bd ance
o paynents of the countries hanpered by the economnc/
firadd aisis, wth the exogtion o the g dl eqorting
coutries: Indoesia ad Mlaysia The loer ol prices
dapen the inpect o the curecy dgreciadioninthecrisis
coutries onthar donestic retal prices. Hwvever, autting
thevdue o acurecyinhdf, fa exaqple does at dod e
the consuner price it nerdy doud es the “landed’” (or GFH
prices. Snce supdyingthe donestic narket dsoertals aher
costs adtaxes inlaocd terns, innast cases domastic prices
change by I ess than the QF change. These phenonena are
exenplifiedinTdde 1, wichshoms retal gesdinepricesin
key Asian coutries, especidly the aes thet are affected by
the aids

Table 1 shoss changes in average gasdine prices be
tween June 1997 and June 1998, provi ding a conpari son of
thesititios bahdringadpia tothecrisis. Tddeldso
provides @tober 1998 prices for further conperison Inter-
rnetiod narket prices inthe AsiaRxific regon ae regre
seted by the Sngapore spat (FB) prices, wich had
declined earlier by 2/mobetveen June 1997 and June 1998.
Despite lover pricesintheinternational narket—hence GF
prices (inBddlars) indl coutries over the sane peri od—
donastic prices (inlocd curredies) in coutries eqerienc-
ing curency dereciaion had incressed, wth the exception
o Jgen  This means that in nost coutries, curency
dpedaiondfects aenrethendfse bythededineinal
picess inthe inemdioad narke. Hvever, it isdea tha
hed theinternetiond narket prices nat dedined, donestical
prices in those coutries voud have been noch higher,
resuting in a nore negative inpact on their respective

* Ferei dun Fesharaki and Wghyavan Rrawraat nadj a are wth the
Eost-ViEst Genter inFondulu, Hvaii were Fesharaki is Drec-
tor o the Bergy Rogyam The atide is regrinted framthe
Eost-Vest Center’s Energy Advisory, Nunber 222, Decentoer,
1998

econon es.
Tdhe 1l
Qonparison of Gasoline Frices: Donestic Retail and
International Mrket

Change
Jun-98/

Jun-97  Jun-98 Jun-97 Qt-98

Bangkok, Bit/liter 959 1237 29% 1109
Thai | and Baht / US$ 24 0 68% B3I
BH gal I on 15 116 -23% 10

Bjing Yuar/ t on 3000 3000 0% 2883
Ghi na Yuan/ US$ 830 830 0% 828
BH gal I on 101 100 0% 098

Jdarta Rpavliter 700 1000 43% 1000
| ndonesi a Rupi ab/ US$ 2450 14500 492% 7600
B¥ gal I on 108 026 -76% 050

kKida Rrggt/liter 110 110 0% 110
Lanpur, Rnggit/Uss 252 412 63% 38
Ml aysi a WBHgdlon 16 10l -39% 110
Mini | g, Rdliter 104 11. 69 7% 1176
The Peso/ Us 2% 2 62% 40
Filipgnes (WBFgdlon 199 106 -34% 111
S, Va/liter 824 1088 32% 1215
Korea won/ US$ 885 1380 56% 1328
BH gal I on 3 298 -15% 346

Tokyo, Yavliter 100 & -14% R
Japan Yen/ US$ 115 138 20% 116
B¥ gal I on 329 2% -28% 300

9 ngapare, WBHbarrel 2370 1720 -27% 15.27
FOB WBHgdlon 05 04 -27% 036

The current changes in donestic product prices—-hence
changes i n each country’' s oil denand and suppl y—+ay stem
fromthe curency dgreciaion add loxer al prices. Bt in
sone key coutries, this phenoneon is inextricady en
tagedwthregd @iovderegd ationpdicies. Rgdaion (o
deregd aion) has a profound inpact on donestic product
prices, hence its inpect on the coutry's al denand ad
product bd aces, ad on petrdeumtrades. In Jgen for
exape redl prices far gasdine have been dgressed as
shom in Tade 1, becasse of the liberdizaion o product
inport pdicies, despitethe coutry s curency dgreci aion
apirst the lSddla. Othe aher had vhere prices are
regd aed, such as inlndonesia ad Ging price changes (by
oerment fia) aent necessaily rddedtoinerdiod
narket prices.

Inplicatiasfor Key Qountries

Qing to the severity o the ecooomd/finacid crisis,
ve dassify the dfected cautries ina
* Syios crisis coutries: Indoesig, Theilad, ad Suth

Kor ea
* Qossfire coutriess Masia the Filipires, adto a

lesser edert Srggore

Japen hes its om prd onged ecoonc crisis, ad its
recoveryiscrudd, inorder to support the econonne reboud
o aher cautriesincisis. Qber key coutries in Asia nay
nat bedrectlyinecoomc arisisbu have certany gattenthe




spillover intheformaf | over -t han-expect ed econoninc grow h

Tre later indude Qing, Inda ad Ta ven

Thefdlonng paragrgphs d scuss the current situation o
al the coutries nartioned dove, especidlyintens o the
ingicaias fa thar respective al indstries.

| NDONESI A

Aangd | these coutries, Indonesiahes beenhit hardest
by the economic crisis.  The cautry hes to overcone its
pditicd imstadlity first; economc recovery can be eqected
aly ater thepditicd pddes aeresdved For 1998 the
overd | GPinlndonesiais expectedto shrink si gnificantly—
by as nuch as 15% Newel ections are pl anned for My 1999,
bu it remins to be seen vither the coutry can dect a
leg tinate | eader and hence stabl e govermert.

Util recertly, Indonesid s curency hed I ost as noch as
8% its v ue since Juy 1997, wi ch ves shortly before
the crisis begn Athouh it hes streghered lady,
Indnesid s curecy still fluctuetes wady, mrraring the
deve gnent of domesticpditicd evats. Inflaioninthefirst
haf o 1998 reached 6% casing inerest raes to soar.
Fices o basic goods have a |east doud ed, conpared wth
the preaiss priad

In nany industries, production hes cone to a hdt,
casing nassive lay-dffs of verkers. Dssatisfied |ndone
sas have taken ther frustratios to the stregts ad caused
ridsinsed dties

Inpact on the Indonesia @1 Sector
* Lless-thanexpected petrd eum export revenues in this

perticuarly dfficdt tine hanper the goverment budget.
THs poss tobe avery sigificat fada, srceit limts
the govermarnt’ s aility to “fud’ pdides that can buffer
the economic woes.

* In My 1998 donestic petroeum product prices were
rased by an average o 3inthe locd curecy, bu in
5 dla tens the prices vere still noch lover then
ineraiod narket prices. This hes resuted in nassive
gover et subsi d es.

e Denand for ol wil decline by aout 6-8%in 1998 whi ch
wil cut prodet impots (lagdy mdded illaes) inhdf,
conpered Wth the 1997 levd .

* Fcoomcdly soud pdicies dctae that reforns nost
catine in ade to atract noch-needed farei gn i nvest -
net. Ths wil indudke cotined dregdaion o the
petrd eumi ndustry, especid |y the dowstreamadl sectar.
The goverment announced that it recently submitted a
draft of anewlawconcerning the gpening of downstream
Qqeraias to incresse coptition in the provision o
petrdeumprodcts, induwdng retaling fa rewrefines.

e Uder the newarrangenants, eech of Rertaning s refiner-
ies vaud be a sgqarate pdfit cete, ths naking it
pesdetofamajdn vatuefa echrefirgy. It isqite
deax tha Rertamma wil nat be dde to udatake ay
exqpansion prograns wthot infusion of fareign capitd
fronpatetid patnes.

* Qe dxstade to gpening the domestic narket is price
regdaion The goverment hes arouceditsinetionto
renove the susidy, but it wlil face fierce gogosition from
a nare ponerfu perlianent and ather pressure (specid -
ineest) goys. Indeed inthe lage term Indonesia
nests to nove to narket prices; hut it is hard to see how

this can be acconplished Wth the curency's vd ue so
Oepressed

Rertanina is striving to becone nare independent and
pradfessiad, bu thecranggrues adregd aios wll be
achdlege inths regard Gsh-strapped Rrtanma nay
nat be ad e to nai nta n enough nonentumto prove thet it
is detocopete inthe ystreeamsectar. (Rertamrd s
EP accouts for a nere 5 percet o Indonesid s tad
crude ol production) Neverthedess, Rertamna nay
becone nare aggressive in wshing to take over expired
catrads.

THAI LAND AND SOUTH KOREA

Thai land and South Korea shared the synptons of the

crisis: Wt begen as a specd aive atack on the locd
curency reveal ed the weak fundanenta s in the econony,
i.e, the fimdd sectar, wich resuted frominprudert
rgod expasion of delt financing Bith coutries are now
payi ng the price wth economc contraction in 1998

In overcomng the crisis, Theiland and Korea are onthe

rigt track, but the rde o the INF ad aher inerreiod
firadd irgtitios is cuwdd to thar recory. These
coutries need to sdve ther det prddems ad restare
cofidenceinthair firancid narkets. Econonnc recovery for
Korea and Thailand i s expected around 2000.

Inpact on the Thai and Ka ean Ol Stor:

Theiland s ol sectar vas conpl ety deregd ated i n 1994,
weress Kreaves inastate o trasitionwenthe crisis
ht. Dregdaioninkreais nowdficddly coplee ad
“new entry” has been dloved since 1 @tober 198,
MssominTddel, loer dl picesintheinerdaiod
narket hel ped danpen the effect of currency depreci ati on
inbathcoutries. Lover crudke al prices have d so hel ped
inprove the coutries’ ba ance o paynarts.

The refinng fadilities that cane on streemin Tha lad
during 19951997 slashed diesd inports and provided a
sizddesupdus o eqortadegpthaadgesdine Bythe
mdd e of 1997, the refinng systemvas ruming a high
throughput rates. Thetunling denand in late 1997, wth
slugg sh denand persisting wp to the presert, hes nade
Teilad a i desd eqoter ad a g eqoter o
products overdl.

Qrerd| Thai ail denand in 1997 vas 5. 8%bel owthe | evel
d the previas year. The curet estinate far 198 is
anather denand reduction of as noch as 8% Bven after
the econony rebounds, ve foresee that Tha ol denand
wll mt regginits 197 led util dter 2000

Suth Korea has a nassive anout of tvwo-vay trade of
petrd eumprodcts. This is partly becase nay of the
p amed secodery fedilitiesverenat bult inpece wththe
@ expansi on; noch product output fromthe refineries
does not neet current Korean specs. Ol denand in 1997
overd! ves still up by dnest 100 kb'd (ar 4 3% over the
year befare hut it is estinated that denand cod d tunll e
by dnost 206thi s year.

Mst Suth korean refiners have catinedtoruna farly
high throughput rates (Hanvha, wiich wil be acquired by
Hundai, being the exception), but ve have recently seen
lorer rus in Krean refireries. Hwvever, refinery rus

(continued on page 6)
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have not dropped as nuch as denand, and exparts for the
year gpear tobe wp sigificatly. Rdimrery data shoms
that equrts far the first 7 narths in 198 ae averag g
around 840 ki d, whi chi's 40%hi gher than the sane period
in 1997.

e TresitwininkKrenrdinngisvdaile nare cutbecks
in throughput nay be comng, especiadly since wesk
rfinngnargmrs intheinerdiod narke podcelittle
incative to eqat. Gventhis situaion ve nay exqect
refinery uilization to be driven by donestic denand
Aeretly, the rdaivdy high donestic product prices
have nade donestic gperations profitable.  Hovever, once
nargns inpove in the inernational narket, Korean
refinersmay rinfla-ou againadfloodthe eqort narket,
wichintunwll case axthe daeiaaioninnrgrs.

e Ifwion o faeo cxitd is proaved as ae o the
sduias to the ecoome aiss. Inthe dl seda, ths
neans increased foreign owership.  Both the Suth
Korean and the Thai goverments have been trying to
encorage ad fecilitaetrough futher deregdaion
neesuresforeign capita infusion, indudng rdaxing
owership requi renants.

* |nThaland, the goverment—throughbaththeretiond al
conpany (PTT) and the Mnistry of Hnance-has ex-
pessaditsinetiontosd| somed its refinery-omership
saes. PITissjedt tosocdled “fest-trak privaiza
timadisreqiredtosd] soe d its sdaesindl o its
susidaies, iduingsoe inthejan vetues. Hw
e, itisqitedea that the hd d ng conpery wil remain
fuly under goverment owership.

* |Indeed, the curent econonmic turnail hes brought about
ineestingpropesd s tha wil likdy change refinery om
eshipinThaland The govermant’s shares i n Bangchek
aefa sde Wptoacatanled; & lesst PIT s patianwil |
be dvested There are proposds to svgp SdI’s ad
Glteds sharesinTha Ol wth sone reductions of PIT s
shares (of egqual va ues) inthe Ryong Rfinery Qonpany
() ad Sa Rtrdeum (SR, respectivey. There
dta, the danis to hae Te Ol listed on the stack
exchange o Thei land (1), wth up to 159%d its shares
avdlade to the pdic. Ufatuetdy, heavily ingted
Tha Ol adthetvorefineries (RCad SR) arelosing
narey, naki ng shere va uetions dfficut.

* Futher, BExon has proposed to buy back the 12 Sost ake
hel d by the Nni stry of H nance to gai n conpl ete owership
o the BBso Ta refinery. Inthe meatine, jan gera
tios ad shering o fadilities have taen dace aag
ne ghboring refineries to reduce operatiod costs and
nounti ng | osses. RRCand SRChave decided tointegrate
thegraios o thetworefingies. BsoadTa Ol hae
engaged in simlar arrangenents.

* WWlethe curet size o Krean refireries vaud likdy
have prevented newentrant s frompenetrati ng t he donesti c
narke, thefinandd cisssmay povidetheinpetus fa the
easond fadogn patidpianinthedl indstry. $
far, honever, this has not heppened  Hanvha, whi ch vias
wfo sdefa qutesoetine adreportedy atractedthe
atertion o some fareign conpanies, wll likdy end wp
bei ng taken by Hunda —a though the ded ves still nat

fird ssd thewitigd thsregot. NMmthdess, fadm
inestas nay eter the Kreen retal narket. If they do
they could drasticaly reduce narketing narg rs.

e /fsfo refinery investnents, nany proposd s renainonthe
books for refinery comstruction o exparsion in Thai | and,
ad sone of the sponsars damthet thar das fa gass
rads fadlities ae sill firm despte the presat firaad
cisis. Adnttedy, inthe ned decade there will be room
fa futhe caedty, bu becase o the presat situation
ve aeskepicd o dl das fa newcaedty in Tha lad

* Inthe gea hesteto build @MJcaecity in Kreainthe
190s, sone of the dowstreemunits that woud have
acconpani ed themwvere deferred; it nowlooks as though
it nay besonetine befaethese addtiod uits aehult
(if ever). Athough Korean refining nowvhes ngj or crack-
ing ad tregtirg fadlities, desUfuizaion cgedties ill
lag behind AJ cgpecity by a sigificat nawrgn Ths
neans thet nat dl o korean refings auput can negt
Korean specs—at least, not wthout a very jud cioss ad
expensi ve sd ection and Hendng of crudes and conden
stes

MAL AYSS A AND THE PHI LI PPl NES

A though Ml aysi a and t he Phi | i ppi nes have experi enced
curexy dgrecidions, ther ecooomes are mt suffering as
bedy as Thailand s and Suth Koreal's. Hwvever, wile the

Fhilipoines has naintained nore of a busi ness-as-usua

atitude, Mlaysia hes pushed for a fixed-exchagerae

regne to couter specdaion The latter neas narket

inervetiontha night extensively drawdom the country' s

fodgnreserves. Aso it remains tobe seenwat the i npect

onpaetid faegncagptd investnent into Miaysia ngt
be Methdess, asthdr curaexdes stailize bah cortries
can start recovering ecoomcd ly. Thisis likdy to hgopen
befare the tun o the catury.

Inpact on the Ml aysian and Fhilippine Ol Setor:

* MSsamg dl eqatingoautry, loser al prices cotribued
negatively to Mlaysias trade balance ad to the
govermant’staxrecapts. Lo al prices d somentha
revenues fromLNGexport s decrease, since the LNGprice
istiedtodl. B/ootrast, lover al prices saddimroe
the Fhilipd ne trade bd ace

* InMilaysia the conbinetiond curency degrec ai on and
al-price decresse hes | eft domestic dl prices the sane as
before under the autonatic pricing nechanism wichis
nonitored by the Mnistry of Donestic Trade and G
suner Afairs (MDICH).

o Msfa the Filipgires, thefiradd aisscadd m hae
coe & avose tine fa its dl imdstry. Theloss in
purchesing porer of thepesoput Fhilipdrerefinersinthe
uenviadepositiondf havingtora se domestic fud prices
todfsa risrmgoauk csts (inlocd auraxy), inthe face
d pdic paet. Fotuddy, saggrmg dl picss inthe
internati onal narket sonewnat danpened the effect of the
curency dereciaion (see Tade 1).

* Aind pressure frompublic urest, in Novenber 1997 the
Pilipone Sprene Gurt ndlified the deregd aion | aw
uder wiich ful decotrd had just been inplenerted in
Felruary 1997, Ater noch pditica posturing and bick-
ering, anewderegu ati onlawnat fundanenta |y different
fromthe ori g nal ~was passed by the Fhili ppi ne congress




and signed by Fresident Ranos in February 1998,

* Miaysian al denand vas set to slovdom, evenin the
asece o aninerryxtion in economc gonh, since per
capitaadl denand ves dready rdaivdy high Bssed on
dovd grentsto dete al deandis likdy tobe “flattid
through 20000 befare it recosers, dthough a aloer rae
thenthat o the early 1990s.

e Fhlippreal denand growt h vas reasonabl y vi gorous but
ustade even befae the curency crisis. Wile the
economc slondown will undoubtedy have a negative
efect on al denad goh in the short run, a nassive
easion in redud gs wse in the pver secta wil
actudly cu al denarnd (nostly fud dl, ad to a noch
lessar eteat gesail) inthe ner fuue Athough 1997
denand vas up by a heal thy 8. 7% t he econonic sl ondown
wll evetud ly resut inaredctionindenad goth It
isestinatedthat al denand wll decresse by 6%in 1998

* Masais vy ative in podet tradng in fact, the
openess of the narket nakes the situation sonewnat
confusing, ad no two conpanies agree on the product
kdavefa agvenyear. Inthepest, thetdd prodct trace
hes wsudl |y been about bal anced, wth Mlaysia usud |y
long on ngohtha and LSRR but short ingesding desd,
and F5FO Recently, inports have overtaken exports, and
thsstwtionhes prsstedinthefirst Ff o 198 Wh
the startyp of Midall, daedtobe onstreamsom this
sitution wll catany chage

* Rfinryeqasiasinthe Filipanesinthe early to md
1990s heve been suffid et tokespsupdy gererdlyinline
wth denand  The Fhlipoines is in asuprisingy good
stade o bdare a pesat, dthoh thee is a strag
under | yi ng tendency, conmon t o narny nei ghbori ng cour+
tries, fao desd tomwe into dfidt.

¢ Athough bath coutries have had sone plans far new
cecity additiaons, gven the curet situation these nay
likdy be postpoed o even cacded Theseinparticd a
induke the grass-roas refineri es praposed by newp ayers
atsidetheedistingrefinrs in Mlaysia as ve | as sone
eqasias by the edsting refiners in bath coutries. A
excetiontothisisthe Rtraes 0 k' d codesate spitter
inkKerteh whichwll be gang aheed as g ared

e (npetition in the donestic dowstreamoil narkets of
bath coutriesis simlar: etrenched ngjars ad ae stae
ol conparyineach Nether stateo | conpany-Ml aysia s
Retrones and the Fillippines's NGOG through its subsid-
iary Retronrecessarily receives specid trestnent from
the govermert. In fact, Retrones hes becone a najor
daye ineraiodly, becase it hes gained eqerieace
fromfierce conpetition & hone.

S| NGAPORE AND TAI VAN

Econonic per f or nance has been noch better in 9 ngapore
ad Taventhanin nost ather coutries inthe reg on during
the crisis. Athough currency derec ati on and st ack narket
fluctueti as have acourred in bath cauntries, they aepdein
conparison wth the plunges in exchange rates and stock
narkets experienced by their BEast and Southeast Asian
ne ghbors.  Econonne efficiency ad financid dscipine are
good expl anetions for the better perfarnance in S ngapore
and Ta van.

Indeed, Wile nany novpant to the falues o “the

Asian vay,” S ngapore and Tai van exenpl i fy that prudence
isinerently requred in governance and busi ness ded i ngs,
espddly inandng paetid odluwsive practi ces.

Inpact on the 9 ngapor e ad Taiwen @l Setar:

e dngapore's ol narket, vhere ngjors have been en
trenched far decadkes, is nore cheracterized by itsrdein
caering tothe inport requirenents of ather Asian counr
tries. Wile Tavais al indstry isinthe begmmng o
gadd |y dimnating a nongpdy (hed by the state al
conpary, (RQ, S ngapore has always been an “open’
nar ket .

* Snggoreis rauwdly a ngjor exqorter, weress Ta van
hes been a et importer (dbat rdaivdy small) o prod
wts. Wilesigificat eqpasionin Sngpareis ulikdy
becase o the limted avaldility o sites, Tavais
donestic ol narket wll soon have a newpl ayer—+or nosa
Rastics Grporaion, wichwll bringasigificat caec
ity addtion /As aresdt Taven, wll soon becone an
inportat et exporter.  Mre importatly, owng to its
denard slate, Taiven will have a sigificat eqotade
sudws o mdde dstillaes fa nary years to cone

¢ The sl owng economc groth in bath countries wil bring
ot astagetion o al deand Snggpresislikdy to
be flatish util the yer 2000 weress Tavais wil
actudly decdine in 1998 (by about 1520 kb'd) befare
reboundi ng sonewhat in 2000.

e Athough Snggpares refiners respod rgady to take
advatae d vatever guortunities aise inrecet years
S nggpore hes becone an overd | costat factor in the
narket. Thealy newfeatureinthelast fewyears hes been
astrirkagei nret rgthaequorts, asaresut o Srggore' s
i ncreasi ng petrochenncal napht ha denand (and i ncr eased
bednyd gesding). Nrethdess, Snggpareis cged e
o comsistently exporting i nportant product s-hest note
Hy mdde dstillaes (inthe rage d 450-500 kb/'d).

e Snggoreeqpotedasnchas L1 nillionkb/d of products
in1997. CGrretly, product exorts are dow to about 850
kb/d becase of a reduction in refinery rus-as lowas
60% in August 1998-due to weak refining nargins.
Snggpare is cgble o maintanng epots o soe 1
mllion b/d util 2005, dthough vesk narg ns nay cause
less refirery rus, hece loer product equorts.

JAPAN

The varl d's second largest econony is strugging wth
severe prod ens. I ndeed, Japen does nat red |y bl og onthe
list o “crisis coutries’ exogt for the fact thet its prdd es
aetiedtothe ahers ad ae de tonotud berking d fficu -
ties. Jgpan hes experi enced nat an econonmic “pluge’ but a
log periad of rdaive ecoomc stagetion, wichis ma a
strange thing in a nature econony.

Aso the Jgpanese curecy hes nt odlgosed it hes
sagoed quite a hit-the curecy is varth less then the
uredistic levds seenin 1994/% hut still dnost twee as
nuch as in 1985, Athough Japan wil naot deepen the Asian
econoe crisis, it catany canat hdp mch a this no
nent

Inpact on the Japanese Ol Sctor:
e \lile loval prices dp lover Jgoan's ol (ad LNG
(continued on page 8)
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inport bills, it isthederegdaionprocess that hes d aged
the Jgparese d | i rolstry.

o Jyaislogpaeteddl refinngaddstributioninds
try hes been in sad finendd shgpe far nary years
dereg ai onand the comsequent dropingesdine pri ces put
nary rfingsinothered Thegerad finadd cisisis
likdy toresdt inanne o refiny berkrytcies ad
Ner ger's.

e Jgmis by fa the lagest rdine inthe regan wth a
cgedty o rerly 5mllionbd Jgenisdsoae d the
hgest-cost refiners inthe varld ad ae d the largest
product inporters.  Japa's inports are, hovever, domn-
reted by LRGand ngphtha rather then traditiond “spec”
products.

* /s anature econony, radical change in energy denand
shoudd nat be eqpected Huctuation of ol denand from
year toyesr is cased nare by the severity of the dinate
such as wnter heating needs and sunner hydro avail dal -
ity,. The nost likdy oklok as a resut o ecomomc
stagetion is sone mnor cotractios ingesal adadp
inngohthauwse DCeandin 1998 is expected to decline by
soe 125 kidd but wil sligtly rebound in 2000,

* RIl dregddiond the Jgoanese dl narket hes cased a
severe dgression in the refinng i ndustry (wi ch d reedy
faced high d&x ad low prfitadlity). Ths situaion
perticd arly hanpers the nany rd aivdy smaller refiner-
ies. W are execting refinery dosures tatd i ng sone 30
Kod ret.

e Dfar inl19B Jgaeserefinaies have ket thar through
pu supisindy higt bu nay edsting refiners are
begming to lok toverd ratiodizaion ad incressed
inparts o prodets.

e The ful deregdaion o the Japarese ol narket nay
atully gve incetives to rew(faegn) dayes to ete
theretal narket, since inports by nonrefiners nay have
a conpeti ti ve advant age (conpared wth havi ng a refinery
to verry au).

CHI NA AND | NDI A

Aracidly, Inda axd Ginma can be described as “per-
tidly oot coutries & best. Becase thdr curaxies ae
nt inergiodly covertide Inda ad Qima ae less
afected by the curecy crisis.  These tvo cautries have
their om pradens to varry about, and their econonic
gonh nay be lover then equected Bt nether islikdyto
experi ence an econonic cd | gpse over the next three to five
year's.

Treregod finacid crisis, hovever, cadd casse the
trade bal ances to deteriarate inthese tvo coutries@ind s
inparticdar. Despite sone economc pressure to devd Le,
Gimhes nminandthevdue d its curexy, adtheefae
wll be less conpetitive in exporting nanufact ured goods.

Athathidaismdt inafiredd aids it gill faesits
ogong cgatd castrans. Mviosly, the recet nud ear
i nci dents d nni shed the chances of atracting naore fore gn
cgutd. Wdlesaxctionsresutingfromthe nud ear tests nay
nake little dfference, the incidents have nade inestas

nore vary of putting their naney into the econony.

Inpact on the Ghinese and Indian @l Sector:

Wile bah coutries still eploy price regdaios, do
nestic dl pricssinindaae veay dffaet franthese in
Gina  Indan prices have dvays been cheracterized by
heavy susid es. By cotrast, Ginaves settingits dones-
tic dl pices nch higer then the inermaiad narket
led, util recatly, but hes ronvtragt itspicssintolire
wth the inerretiod narket.

Ginds al denand gewrapdy in bath 1996 and 1997,
wth respective incresses of 7.26ad 9.2 Hwvever,
ve estinate that denand grothin 1998 wll sl owdom to
about 4% partly onrngtothe spllover effects of the Asian
aiss

Indas ol denand renains strong  Denand in 1996 vas
up a nast 9%f romt he previ ous year, but 1997 gronth vas
w “‘oly’ Foover 196 Thsis, hovever, likdy to be
nrearesut o the price refarmprocess thet vas initiaed
in 1997 than a consequence of Asid s economic woes. | n
any case, todete 1998 gypears to be showng a sigii fi cat
reboud the yer as a wde is cureatly prgetted to
regster 7-8%gonh over 1997 levd s of denand

CGim ad Inda ae the tvwo mjo inporters that ae
conng to domnete the Asia-Pecific narket, though in
terns o sher vdue, Jgenis lager thenether. CGima
renairs heavily dficit indl products aher thengesdine
Benthsisdecgtive threisemyreesntobdieetha
nst of QGirds ngt gasdine eqats codd essily be
absorbed donestica ly, if the product vere nade avai | ad e
inthe ceters of denand Indeed, geogaphy pays angjor
rdeinthetracke ptters o the coutry, as does the desire
to cagpure faegn exchage Mreover, despte rgaid
denand goth rates in the recent pest, brougt about by
brisk economc perfornance, Gina's ol denand per
cgitais gill rdaivdy vay law

Athough Ginas denand Wil renain vigorous, and
inpots wil sill be sujett to varias inevetias, the
refarns to fdlowinternatiod narket prices shodd hep
Ginanveinsync wththeregon Nngthd ess, despite
ango refinery-buldng canpai gn, inports wil cotinue
torise gedly.

Idasimots aenresatedtorrd mdd ed still aes,
wich wudly accout for 80-8% d Indds product
inports, as opposed to 040 of Qinds. [espite
slowng denand goth in India inports wil cotinue to
naut, owng to the lagd g refinery capeci ty exparsi on
Rfinery costruction gdas in Inda have dwvays been
over-anhi ti ous and continueto | ag behind thei r amnounced
schedu es. Horever, recat devd opnerts indcate thet a
nassive addtion of refinng capecity wil actud ly nateri-
dizevithnafevyears. It iseptedthat, by 2000 Inda
wll add as noch as 720 Ko/d o refinng cgpecity to the
curet led. Rliave an Indan privae copey, wil
have the largest (380 ki d) newcapecity, weress the rest
are expasions ad rewp ats oved (Wd ly, partly, o
injan vetues) by the stade dl copanies.
Thaeaeahe prgetsstill onthe bods far Ind g nastly
indvingpatetid fadgipartrers. It remairs to be sen
wethe lor dl pices Wil hut Indds dawes far
refirery jant vetues indving patetid Ndd e Esstern
coutries suchas Kimait, Qan, and Swud Aabia These




cautriesaefedinglessvedthy & lowval prices ad nay
ke imdrectly ceterred by the US sartiams.

¢ Thenoves by the ngj ars and ather forei gni ndependent ol
copariestoCimadIndasofa aeprinarily drected
tovard “snaller” but nore feasible investnents such as
LRGtermmd s ad | ube bendng, rather then taki ng pert
inthe costrution o gassraas refingies. (Tad isan
ecgtion, wthitsindvenart inthe Ddian refinry in
Gim) Theseinestrerts wil, toacertanedent, secure
sone exposlre and presence in the narket.

Regiad Rcdue

e ThreAsianfinadd crisis hes degpered beyord theinitid
pred ctios o nost ecoomsts. It does have a negati ve
inpect on ol denand, especialy 1998 denand, whichis
predicted to be 300-380 Kod | ess then the previ os yeer.
Hwvever, the regond ol denand woul d have been even
lover, hed dl prices mt dedined

* |tisgyaet tha loer dl derad wll nateridizeinthe
coutries eqpariexing economc crisis (see Hgre D). In
198 the six crisis-affected coutriesHoesia, Tha -
land, South Korea, Milaysia, the Philippines, and
S ngapore-g us Jgpan wil | cd | ectivey cortribute as nach
s 60 K/dtothedpinregad dl denand /As FHgre
1 shovs, sone of the lost ol denand goth wil be
recapt red by 2000.

Figure 1. Oil Demand in Crisis-Affected Countries (kb/d)
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e Athogh soe o the crisis coutries wil see futher
redctios inal denand next year, theregonas awde
islikdy to resune positive goth in 1999 ad by 2000
there wll be anewpesk. Bsen wth the 1998-1999 sl unp,
govth shou d average nearl y 2%anmnud |y over the periaod
19620000 Wth the recoveries o the carisis countries,
derand gothshoddaganincresseinthefirst hdf o the
next decade, ad ar best-case prgection parnts to 3 5%
per avmum Hgure 2 shoms AsiaPcificregonal denand
by prodct, rgresating ar best-case faecast far the
fuue Asthefigre shog, thee wll be aninterrytion
inthe regois denand goth far 15 to 2 years befare
gonh resunes.

e Thedoinadl denad in the AsiaRxific regon wil
prdoudy afect the product narket, especidly since
capeci ty exparsi s inrecent years vere carried ot uncer
the assunption of steady denand growth.

e The gt product deficit in Asia wil be smller then

10,000

5,000

atidpaed thuslessen ngproduct inports fromthe Ndd e
BEsst. Eqortad e vd unes fromthe Mdd e BEsst are hi gher
then ever, but Asianinparts have suk toalowlevd mt
seen for nany years. Qrsequertly, penty of Md East
products wil be flowng to the Mdterranean ad the
Alatic Bsin
Fgure 2. Asia-Pacific Oil Demand by Product, 1985-2010
(kb/d)
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Inthe ed refinngnargns wil dctae prodct sydies
ad dlocatios. Ween narg s turn saur, refiners wil
dashcaukrus. Thsisegpaddlytruefa cortries wth
prodct surp uses.

Athough the Asia-Recific reg on hes severd inportat al
pradoes, theregais al denard drerfs its dl opu.
Today, denand is around 19 million bYd, but productionis
aly oot 7.5 mllionbd W bdieve there wil be o
drastic change inregod crude productiot it nay go Wp
fao awileadthen either rechapaeu o ddire

Table 2

AsiaPacific Ol Inport Dependence
(mllion berrd's pr day)

1996 1997 1998 2000 2002 2005

Qal Denand* 186 193 187 198 212 2836
Ol Roduction? 74 76 78 83 83 80
Nt Inports n2 17 10 115 129 156
Q1| Depencence 60% 61% 58% 58% 61% 66%

1 Qude rus pdus drect crude use pus et product i nportss.
2 Qude (includ ng condensate) output plus norefinery LRG

The conti ned effect of the sl unpin denand pl us conti nued
incresses inAsia-Pcific crude, condersate, and ges- besed
LFRGproduction is quite renarkabl e, Lower denand pl us
hge atpt dus spare refinng cgpecity wil push the
regons ol inport dependence dom (see Tadle 2).

fs shominTadde 2 theregons ol inport dependence
ves ashighas 61% n 1997, hu gventhe curet situation,
Oeperdence i s expected tofd | to58%inthe years betveen
1998 and 20000 Hwever, the prgected rebound in al
denand goth after 2000 wll, ufortuetdy, reversethis
tenporary trend
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This Grference wll focus on

* Hergy Mrket liberaizationand Biry of NewQ@untries
inothe BUJ

e (ereraioninthe newcentuy

* Technicd progess ad sustained e groh in the energy
ssta

e Gverment Rdicy: Experiences wth liberdization ad
Ceregdaion drectios o the BJ

Hdhigts of the Gnference wil incl ude

e (nird ad Esstern Erope energy narkets perspecti ves

e Dregdaionad privaisaionin Brope

* Rglaaypoessesinthedstria heat, gss addedric
ity sstas

e Therded technd og es ad advanced systens to sustan
energy devel opnent

* logtermsceariocs for devd gonent of liberdised en
ergy narkets in HErope

e The rde o eniromentd pdicy fao devd gnent o
energy narkets

e Therde o energy pdicy

e Therde o coporae straeges

e Therded taxaion

* Eergence of decentrdised systens

e [evel gpnent condi tions for cogeneration systens

e Qiteiafa ywgadng locd enrges

e [eve opnent narket condition for renevabl e energies

e \Wrld energy after Kato

e Therde d technd ogy on energy cost reduction

Griribuios wll beinlectuefonat and BEgishwll
be the dfidd laguee

To register and obtain i nfornati on:

For aline regg stration wse ftp//d ddeeran fd d ot 2/
pub/ cend999

Dowl cad reg stration foormfrom ftg/
dddaanfddont. cz/pud ced9®, fill it inadreunto
pi chal @d d cwut . cz

If yau e udde to we ftp sad a reqest fa a
regstration fomto pichad @ddovt.cz M dectronic
vesonwll besat toyou Gpleteit adsedit back ta
pichal @d d. cwut. cz

Sou d you need a peper reg stration form plesse wite
to (BM c/o Jan Hcha, FAL GUI, K302, Technicka 2,
16627 RFrague 6, Czech Rpudic. Your Rersord | dentifi ca
tion Nmber (AN wll be printed on the farm

The FArst Annual Avard of | AEE S udent
Schal arshi ps

The Quxil o the |AE anrded its first student
schdarships on 1 Axil. There vere five successfu g i-
caits each of womrecaves B8R 000 to support ther
studes of erergy econoncs. They d so rece ve five years
nenbership of the | AE and free attendance a an | AEE
sponsared internationd energy conference.

The five wmers ae

* Syah Ddpechita fromSi Laka wo is studying for a
FDat the Departnent of Econonics & Resour ce Minage-
net Uiversity of S Qeeslad, Astrdia

e Ainer Damla fromAgeriavhois studying for a FhD
a the Gtre for Eergy, Rtrd eumand Ninera Lawand
Rdicy a the Uiversity of Dundee, Satland, KK

* Rl AGnzal ez G nedo from\enezuel a wo i s studyi ng
Econonncs and Bergy Rlicy a the Lhiversity o M a
homa, WBA

* Rasad Ro fromindawo is studying for a ADa the
Cepartnent of Energy, Bwiromnental & Mnerad Eco
nomcs a Ren Sae Whiversity, A

* Tana Rkavim o Qoatiawo is studying for a Msters
gee a the Zageb Bergy Institue Cadia

The schdarships have been estadished in order to
revard and sypport the studes o austad ng studerts o
energy econonncs, especidly those nornally resident in
ener g ng econones. V& hope to avard further schd arshi ps
net year ad wll advertisethe scheeinfuure edtias o
the | AEE Nvgletter.

The Quncil o the |AE hes been axious to use a
partiond thefus o theassodaiontoactivey proate the
studying of energy economcs. W& fuly apreciate the
financid costrantsthat nany students are faci ng and wshed
to nake sone cortributi on to the devel opnent of thevarld s
| ead ng energy economists far the next certury.

The avards Gonmittee conprised Rrof. Reter Dwies
(BP Aaco, London) - Residet-elect of the |1AE D
Mchel | e Nichat Foss (Lhiversity of Huston) - |AHEMce
Residat fa Grferences ad Rdof. JeanFhlippe Gelle
(I Shod, PRaris) - |AE Appointed Guncil Mnier
1998,

Eitar’'s Nte (cotinued frompage 1)

tat togve Y day-to-cay cotrd o theindstry adth s hes
seriously undernined confidence in reform Restoring cor
fidence wll require ngjor changes in goverment pdicy.

Fereidoon “Rerry’ Soshansi reports on Glifornids
detridty restrutuing in tvwo bedetobeck atides that
expl a n howthe Gnpetition Transi tion Garge and the Trust
Transfer Anount work and how (and wen?) the state's
pdic uilities wll recovser thar stranded oosts thraugh the
Gnpetition Transition Garge

Mraosl av R cha and | van Benes repart the Czech vi ewof
aeqy likerdizaion

Reders arereminded thet the Nvsl efter iscastatly o
the look ot for nateria fromlAEE nenters.

DLW
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1999 EURCGPEAN CONFERENCE OF ENERGY ECONOM CS
- TECHNOLOG CAL PROGRESS AND THE ENERGY CHALLENGES -
RPris, 30 septener - 1 octaber 199
The energy sectar is the fidd o rapd techndogcd progess ude the effect of the copetitive straeges o copanes ad
tecndogcd pdicies. Techndogcd farces dlovchanges inimstituwios ad indstrid organisaion, ad stindd ae the deve oonent o
conpetition, Technd ogy can dso nake a dfference on long-termenergy chalenges: foreign ol dependence, resources exhaustion,
enviromarta pratection, risk of clinate change
The conferenceaing a provid ng an ogportuni ty to | ook back onthe econonie, industria and enviromentd effects of thetechnd ogicd
devd et of the last tverty-five years and assess the respective efficdency of the private imovation strateges adpidic pdicies. Ths
pest exqeriececangveimicaias onthe fuuwedrection d thetecnicd change, its demarts o dynemncs adthe possikilitiestoact on
it tofacethe criticd enrgy ad eviramertd issues thet wll afect s inthe ned catuy.

- Chai rnen of the Qonference
Geor ges BOUCHARD Deni s BABUS| AUX
(Gz de Fance) (Imstitu Faxas du R&rde),

Mnbers of the Sietific Gmittee

Ezi o ANDRETA - Stience, Research and devel opnent - Director Anuph GRBER- Internationa Institute for Applied Systens

Energi es - European Grmassion - Bel gium Adysis - Astria

John GHESH RE - Lhiversity of Sussex - WK Jean-Eides MONOOMBLE - Hectricité de Fance - Fance

Eigardo GQR3O- Itdian Association for Energy Econonics - Itay Grard S/RC5 - Eco e Rl ytechni que de Lausanne - Switzerl and

Wifried ZERNE - Rihrgas - Gernany Yves SMEERS - Lhiversité Githolique de Louvain - Bel gium

Gorges DLPONT-RXC - Shell - WK Atonio SRA - Imstitue for Frospective Techndogcd Sudes - Sein

Domnique ANN - Guairnan of the Sientific Gnmttee - Fance Fitz VAN GCSTMAORN - Netherl ands Energy Research Foundation -
The Netherl ands

THEMES OF THE CONFERENCE

Diving factars and constraints on technica progress in the energy sectar:

® Riationship between energy and grovth,

*Rled thecdtud adpditicd enviramart (enviromertd comstrarnts, gegditics, €c.),

* Rle o energy, R&Dad fiscd pdicies,

* Rle d coporae straeges ad imdstrid strutues,

®* Rle o cross-fertilization ad spllovers fromequi pnert i ndustri es.
Technica progress and changing structures of energy industries and narkets:

® Eergence of decertralised systens (economes and externdities),

® Inpact of newinfornation and production technd ogy,

® @npetition and inovation strateges in the producti on processes,

® Ganges inthe supdy i nduced by i nnovati on and conpetition : fromthe energy conmadi ties to the energy service
Technica progess a the service of sustainable goth

® Technd og ca innovation as an amsver to the clinate change i ssue

® |ncertives ad barriers to technicd progess in erhancenent of energy supdy resources,

® DCevel opnent conditions far renevald e energ es and efficient technd og es,

* e far technd ogy trasfer (eg, by jant ingemantaion tradd e permits, ec.)

® Liberdised narkets: wiet incetive for long teemR & Dfor susta nabl e devel gonert ?
Technol ogi cal progress, energy nedel |ing and prospects:

® Advaces inthe integaion of techndogcd progess indfferent types of naddling (sectarid, nacroecononic;

battomup versus top-dow; etc.),
® Inegaion o tecmicd proyess inlayg termsceerios ad farecasting,
* Mthods for the adysis o efficiency of narket-besed instrunents and R& D pdicies.

BEng i shad French wll be the | anguages of the conference vith sinol tanous transl ai ons for pl enary sessi ans, and Bg i shthe | anguege
fa ahr sessias.
Al iniries shodd be drected to :

Doninique ANN Programme Chai rnan of the Scientific Comittee
Institut d Economie et de Rolitique de |'Ehergie - BP. 47 338040 GENBLE (HEX 09 - FRANE
fi non@epe. upnfi-grenodl e. fr




krai ne: Qonposition of Prinary Energy Gonsunpti on versus QP (1990) !

Bhergy Sector Reformin the Wkrai ne
B/ Laszlo Lovei *

Sunmmar y

Mry coutriesintheverld are strugding toliberdize
their erergy narkats ad to redace rigd stae cotrds by
privaeintiaive ad overshp Thecase d Wrareillus
traes the edrene dfficdties o ths trasfamtion in a
coutry suffering from nacroecononic i nfoal ances, poor
enerprise governance, and ineffective pditicd |eadership—
acotiration of factors presat in severd coutries o the
Forner Swiet Uiion (F3) today. Athough the reformof
the erergy sectar inWkrareis still far framba ng copl ete
thisnate together wthanather tvo on ges ad cod, describe
the process Wkraing's energy sectar has gone through since
i ndependence, wth particdar enphesis on the interp ay
bet veen economnc and pditicad factors.

The Frs Three Yer s

Lkrai ne becane i ndependent inlate 1991 The newstate
cosuned 29 nillion tons o ol eqivdent o prinary
energy inthat year, nore then nost coutries in Brgoe on
a per cgpta besis. HIf of Wrangs energy denand vas
suypried fromResia a prices thet vere a small fraction of
veorld narket prices. Inearly 1992, the Rissi an gover ment
amouced thet the pice o fuds equorted to the “rear
abroad’ vou d be gradud |y increased to verl d narket levd s
(wthnayear fa dl, adwthntvw years fa gs), gvirg
littletirefar Wraretopreparefa thecommgterns of trade
shock.

Fo lowng anintense | doyi ng effort by donesti ¢ energy
producers, the Wkrainian govermant decided thet the best
Oeferse vias the substituion of inported ol ad ges wth a
conti netion of domestic fuds (nastly cod) and erergy
savi ng neasures. The govermnent & so deci ded that i ncreases
intheprice o inported fud s vaud d be refl ected in donasti c
ey ricesswthalaginade toproicetinefa indstrid
ad residetiad cosuners to ad ust. The budget ves | eft as
the oy sorce o fudng far the necessary investnents in
donestic cod production and energy conservation

Inthe nexdt three years, the budget deficit reached 10%
o GP the energy intensity of the econony increased by
10% coal production decreased by 3% and the va ue o
upa d energy inports surpessed $ hillion The energy
uilitiesdectricity, gs ad dstrict hegting netverks—
codd nat cover their goeraing costs, ad service qeity
rgady deteriaaed Teleadaship o the dedridty inds
try ves the first to respod to the vake-up cd .

The Hectridty Imdstry in 1991-4

Wkrareineitedahgly devd gped d ectricity i ndstry
fromthe Sviet Lhion. Wth a gererati on capecity of 52,000
MV (65%thernal, 25%nucl ear, and 10%hydro), 18, 000
kma high ad 50,000 kmof lowvdtage lines, the pover
i ndustry provided 296 TW of dectricity in 1991, incdudng
28 T for custoners outsi de the FSU The nonnucl ear part

*laszZlo Love is a lead Secidist in the Bergy Sctar Uit

Brope and Gntra Asia Region of the Viirl d Bank. The and yses
and recomnendeti ons in this peper reflect the persod vievs of
the author, and have nat been endorsed by the nanagenent of the
Vérl d Bank.

Se fodmtes & ed o ted.

o the poner industry vas arganized into seven verticdly
inegaed reg ondl nonopd i es under the Mnistry of Pover
ad Hectrification (Mnrenergo). The five nuclear pover
plants vere under a separate stat e conmitt ee (@skonat on).
Dspite a gowng surpus of (nanepl ate) generation
capecity due to decreasing domstic denand, a sizeabe
bedd og of investnarts startedtoaccunl @einthefirst years
of independence: (i) Wkraine€ s Vigstern partners denanded
sdety ugades fa nudear dats; (ii) agng thermal and
hydrgorer pats bady needed rerddilitation, and (iii)
atomatic cotrds ad flexib e pesking capecity hed to be
irstdled so the qAity o dectridty sudy (stddlity ad
security) codd i nprove
Lkrai ne: Qonposition of Prinary Energy Gonsunption
versus @GP (1990) !
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Origind the Rf a m Goncept

The leadership of Ninenergo actively studied d ectricity
rfans in aher pats o the varld They vere particd aly
inressed by the rfomtha took place in the Uited
Kngdomin 198990, Frst, they noed the smlarity of the
size ad the generation mix of the two poer systens.
Second, they |iked the conprehensi veness of the WKreform
the estadl i shnent of speci a i zed generati on conpani es whi ch
copete to sdl dectricity through a conpetitive poding
arrangenart; the introduction of a license-besed regl aary
system ad privatization Third they hed a strog desire to
restae Wrangs pace as a leadng farce in the pover
indstry in Bsstern Brope?, adfdt the theadqption o the
WK naded would place Wkraine in the forefront again.

Mnenergo a so becane i ncreasi ngy convi nced thet the
curet structure ad governance of the Wkrainian pover
industry vas an i nped nent to noderni zation. The price of
dedricity needed tobe depditicized bu thsves ulikdy
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to happen wthout an autononaus, transparent, ru e-based
regd aory systemand a high degree of conpetiti on anong
gereratars and supd i ers. The i ndust ry needed know howand
inestnent that the curent ower (the stae) codd m
provide, but the privatization of reg ond nongpd i es seened
pditicdly ueccggdde in a fragle new state wich vas
pdled invarios drettias by the reg as.

Electricity Generation
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The NewIndustry Sructur e

In My 194, the Rresidet of Wkrane issued a decree
“Or the Mrket Trasfornation of the Fower Sector o
krai ne’ wii chstipd aedthe ubund ing of the poner sector
and the devd opnent of a conpetitive nationd wd esa e
narke fa dedridty. The restructuring o the sectar tok
pace in 1995199, supported by extensive technicd assis-
tacefromalagenuner of nulti- adhbilaterd donars. This
international assistance program was coordinated by
M nenergo® adthe Wrld Bk Asaresudt o restructuring,
today Wkraneé' s pover sectar is arganized as fd |l ovs:

e The 14 largest thernal power plants are owed and
operated by four jant stock generation conpanies. Two
jont stock conpanies om ad operate the eigt hydro-
pover staions anthe Dni eper river andthe three hydr opover
staios onthe Diester river. Anudear generai on com
pany—Ener goat orrewns and operates kraine's five
nud er dats. Trestaeowvsthemgjarity o the sheres o
the thernal gereraars, ad 1006 d the sheres o the
hydropover and nucl ear conpani es.

* Tventy sevenjoint stock conpani es (od energos) own and
operate the lowvdtage networks and sone generation
capecity (nastly GPdats) inthe 5 ddastsadtvocity
admnistrations (Kevand Svestopd ). Thengjarity of the
shres o mast of the ddenerges is stae owved The

deags asregdaedtaiff sypdieshaean ddigaion
to serve dl custawrs wshirg to by dedricty a the
regdaed real pice

e Svead licased mnregdaed taiff sypies purchese

dedridty fromthevwd esd e narket adresdl it tolarge
cosuners. By lae 1997, the shere o dectricity sdd by
these privately owed supdi ers reached 20%

e Lkrernergo, a state conpary, oms and operates the high

vdtage netvark (220 kV and above) and the Natiomd
Dspatch Grter (NDD. NXCs nain functions incl ude
(i) trecatrd adfiredngd thehghwdtaegid (ii) the
pachese o dl dedridty fromgaeraas (excgt inds
trid df-gpgaas) ad resde o ths dedridty to
regd aed ad mregd aed taiff sydiers; (iii) theds
petch of porr gereratars; ad (iv) the purchese of
ad|lay systemservi ces.

Wkraine Hectricity Industry Sructure

Oblenergo N
hermal Genco 2 Oblenergo 2
Thermal Genco 1 Oblenergo 1
Energomarket
Generation
Division
Hydro Genco 2
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Low Voltage
// Network
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~—

Nuclear Genco High Voltage \
Network | | Electricity
F—— Supply Division
Independent
Suppliers
Legend
— EleCHriCity Large Industrial Retail
Payments Customers Customers
T —

Technicd and financia narket operations are governed
by a set of Mrket Ries described in the Energonarket
Mnters Agreenent (BMY) signed by the generators,
sudiers ad Wkrenergo. The price of dectricity purchesed
fromthernal poner pats ad their dspetchis deternned
onthebesisd horlybds. ANtiod Hectricity Rgdaay
Qnmissi on (NER) was established in 1995, NERCi ssues
adnaitas licases far dectricity generaion, highvdtage
tramsmssion, low vdtage dstribution wdesd e narket
gaain ad taiff ad mntaiff sugdy. The licases
stipdate the nethodd ogy to cd cuate high ad lowvvd tage
netverk fees, NICs nargn, ad retal taiffs goied by
deergs. Treamagereadl piced dectridty ves tripg ed
(in Bk terns) between 194 and 1996, evertua |y reaching
$BIYMM, alevd thet vas close to the economic cost.

B/ md-1997, the reformlad dom the foundation for
copgitionindedricdty ggeradicnas vdl asindedricty
supply. The whal esal e narket had a functi oni ng gover nance
structure and a denanst rat ed capeci ty to evd uate hourly hi ds,
i npl enert d spatch accord ngy, determne financid clains
ad ddigaios, ad inpenat the finacid trasactios
needed to settl e these cl ai n$ anong narket nenfbers. Access
to the high ad lowvdtage netvarks vas regd ated by an
entity (NBRD independent fromthe pover conpanies as
vel | as governnent nnistries. The regu ator nade a conmit -

(continued on page 14)




Energy Rformin the Wkraine (cotinued frompage 13)
net to dlowthe ful pessthraugh o justifidde costs
(ind udng the narket-determned wd esd e price) to retall
tariffs. The newindstry structure ad the besic gueraing
principes reca ved the gorovd o the Rrlianert in @taoer
1997, when a newlawon Hectricity vas passed Inspite of
these renarkad e achi evenants, the nain promises of the
rfomee-pditicization o dectricity price setting ad
attraction of investnent and knowhowto the poser indus-
try-have remai ned ufufilled so far. The ressos far this
dsapornting resut are described bd ow
Hil f - Hear ted Qalilization

Te triding d the dedridty pice in Wrare in the
1994- 96 period ca nci ded with nacroeconomc stabilization
ad theinroduction of anewcurexcy, the rywnia Moo
economc stablization included the gdication o rigd
cotrds over the cash dficit o the state budet, the dimn-
ntiond drected credt, adatigt nongtary pdicy lead ng
tovery highinerest raes on donestic loas. These fadtars,
copded wth the gererdly poor staus o nest indwstrid
eteapisss adanindeqete sodid safey g, ledtorgidy
growng paynent arrears adthe barteri zati on of the econony.
Bergy supdiesdectricity, ges ad dstrict heating com
pen esvere particu arly severdy affected Their best sdf-
Oeferse nechanism redwcing o cuting off ddiveries to
Odl i nquent custoners, was consi derably weakened by pres-
sure framecatrd ad locd goverment officids to pracect
inportat costituecies (eg, nonicpd services, bude-
ay aganzaios, ayicdtue cogperatives, cod mnes, ad
imstrid etepises o “straeyc’ imortave). B dder-
nning whi ch ind vidual s and enterprises shou d be d | oned
to consune energy wthout a correspond ng paynent, the
goverment vas e etocushionsd ective ytheinpect of tight
nongtary ad fiscd pdicies oneterprises, varkers, adthe
popuaimna lage Inessave the govermant deci cedto use
the gy secta as a sustitute far the sacod safay et as
vl as anirstrunet o imdstrid ad agicdtud pdicy.
This sloned structurd ad ustnent down, ddl ayi ng the supdy
response and utinately undermining the vind e stabilization
dfat.
Pditicd Inaf e ence in Mr ket Qper atias

Accord ngtothe Mrket Ri es, obl energos wo have nat
padfuly fa the dectricity purchesed framthe wd esd e
narket shoud be perdized by the cutalnent o fuue
dectricity ddiveries. NOIG the gpraar o the wdesde
narket, was presented wth a chaice betveen fdlowng the
Mrket Ries, or obeying instructions fromMnenergo. The
later gposedthecurta lnet of ddiveriestodd energos, ad
tried to addess the prod emthrough reaching agreenents
wth cetrd ad locd goverment doficdds on lists o
cust oner s wno cou d be d scomected wthout pditica reper-
cussions. Snce Mnenergo represented NOCs ower, the
state, the chaice for NOC's nanagenent between these two
ogrios ves clear—there vas no curtalnent drected a
odl i nquent dd energos. 4 The governi ng body of the vind esal e
narket dd not raise ogections to NICs non-conpl i ance
wth Mrket Ries because its nenbers were a so under
Mrerergo cotrd. In theary, the regdatar codd have
inervened as the last line of “deferse’, honever, NERCvas
still stragy uder the influece o the goverment (see

bel o).

In a pardle devel opnent, the governnent becane
concerned about the inpect of dectricity price increases an
the rest of the econoy. A the end of 1996, NERC vas
irstructed (inffanally) by the Giret to leave retal prices
uchanged util further notice.  Ninenergo was anhi val ent
about the indefinte postponenent of the plared price
incresse. O the one hand, Ninenergo recogni zed that the
edstingaveragereal picecaddma fuly cover gererdion,
tramsmssion and dstribution costs. On the ather had, the
higer retal prices voud have incressed the tax dd i gati ons
o thesectar iletheincresseinactud revenues vou d have
been negigb e as log as dd energos vere nt pernitted to
d scoect non-payers. NERC knewwel | that it codd nat
keep retail prices uchanged wthout cotrd over the vid e-
sde narket price Accordndy, it instructed NICto gy
(ex post) dowwvard corrections to the daily average system
nrgnd price in cotradction wth the godicad e Mrket
Ries. ®

The prdiferation o berters ad various ather non-cash
paynent nodes (notual cancel I ation of paynent od i gations,
promssary nates, tax wite-dfs, etc.) futher conpronnsed
the aication of the Mrke Ries. Snce noncash-pay-
nents had linted fughility, oy cash paynents cod d be
cdlected ad dstribued by the wdesde narket. This
ceged strag incatives fa eech indvidd gererda as
vel | as for ather narket nenfoers to naxi nnze barters. Soon,
the shere o norcash transactions in the pover industry
sur passed 80%(the econony-w de aver age was about 40%.
Inessece alythepoppdaionpadcashfa dectricity. The
prodem of perverse incatives that vas crested by the
exenption o bertersfromtherevenue dlocationrues® cadd
have been sd ved by reduci ng the cash entitl enents of narket
neniiers by the reported vd ue of berters they entered into
@rerators and od energos, hovever, vere reuctat to
dsdose fuly ther noncash trasactions, ad costatly
ldbed for excetias tothe Mrket Ries (eg, gaeraas
argued that they needed a nininumanount of cash to pay
vages and buy essertiad spare parts). These denands vere
acconmodat ed by t he Energonarket Board as wel | as NERG
ad the incatives in faxr o berters remained in dace

Nt surprisingy, the above “ad ustnents” to the Mrket
RU es-the td erance of non-paynent by od energos, regu &
toy cotrd over thewdesdenarke price, adtheingict
preference g ven to non-cash paynerts in the dlocation o
revenuesroved to be najor deterrents for lendng imstitu
tions and equity investars. The Hropean Bark for Recot
struction and Devel opnent (EBD caceled a loan of
USH62 nil 1ion, and the Virl d Bank suspended t he di shurse-
nent of aloanof UBR314 mlliontothernal pover conpan es
and NDIC BEBRD and the Veérl d Bank al so sl oned down the
preperation of new loas intended to finance additiod
nuclear and pesking hydro capecity. The wilingness o
strateg c investars to purchese stakes inthe thernal poner
conpani es that the goverment plamed to privatize vas
weakened consi derably.

Lack o a R ivatization Sr ategy

Unbund i ng and denonopal i zati on of the pover industry
vas expected to be closdy fdlomed by privatization B
privatizati on has provento be consi derad y nare conpl i cat ed
thenrestructuring Hrst, there vas d sagyeenart betveenthe
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Gverment ad the Parlianent about the distribuion o
respasiblitiesinthe privai zation process. Secad, the key
players-the Sae Roperty Fund, Mnrenergo, Ghingt of
Ninisters and various Parlianent Gnmissi ons—eoul d not
agee on the nethod of privatization ad on the anaut o
shares to be ket in stae owmership. These d sagyeenarts,
copded wth alack o a sese of urgay, resudted in very
little prayess in 19697 (gpart fromlimted sd es of sheres
to varkers and nanegers).

By md-1997, reforners inthe centra goverment and
inthe poser i ndustry recogn zed thet the cotinued najority
state omership of the dectricity conpan es undernmined the
autonony of the Bnergonarket Board, and naj or inprove-
nents in paynent cd | ectionvere unlikey to happen wthout
the privatization o ddemergos. Qly strog, experi enced,
and independent operatars coud d be exected to resist the
pditicd pessue daced on reglated tariff sypiers. The
privatization plan adopted by the Sate Rroperty Fud (SP
in1997, horever, assigedahichpriaitytosdlingmnority
blocks of ddenergo and generation conpary shares to
financid investars (after sati sfying the denands of naneger's,
vorkers ad aher hdders o privatization certificaes). The
intid atenpts toinpenant this danin early 198 vere
uswccessfu due to limted inesta interest in mnority
stakes.

Recent Devel opnent s

In order to reduce the shere of barters, NERC ardered
NIC to take into accout al barter transactions wen
a |l ocating cash revenues anong narket participants in My
198 Frthernre as pat o the ingematation o a
coprehersive finadd recovery dan faor the dectricity
indstry, NBCincressed the arerage retal price o dectric-
ity by 2%in My ad by 3 5%in Jue 1998 The tariff
i ncreases con ned wih decreasing a | and ges i nport prices
adredrcaed dectricity doand nade the liberdizaion o the
wid esd e narket price posside by the Rl of 1998 These
ach evenarts, hovever, remain very fragle Arecat law
pessed by the Parlianant, for exanple, has prohihbited
inresses inwility tariffs far residatid cosuars util the
Buget’ s vege and persion arears are imnated. *

Newahl energo privati zati on tenders i ssued i n nnd-1993
dofered the right to nanage renaining state owed shares for
apeiod o five years tothose investars o wn the tenders
fa mnority stakes ad fufill aher tender coditias suchas
the inetion o varking capitd to settle overdee payad es.
De to dficencies in the preparation process ad the
assurares dfered to biddrs, the tedars aggin faled to
atrat straegc inestas. Locd firadd investas, how
ever, acouired najority stakes in seven dd energos by pur-
chesing shares fromverkers, a the stock exchange, ad
through these tenders. There hes been no change in the
treatnent of del i nquent consuners and t he accept ance of non-
cash paynerts by these dd energos so far. It remains to be
seen wether Wkraine recognizes the need to adopt an
gyroechtoprivaizaion that varkedvel | inaher coutries
thet nanegedto sd | distributionand generati on conpenies to
straegc investas (eg, Higary).

Lessons

Athouhtherefaomd thedectricityindstryinkra ne
isjust eteingits seood stage (privatizaia), the evats o
the last for years have dready generated a nunber of

inportant | essors:

e The krainian govermnent and Parlianent have been
rdutat togwve up dy-today catrd osr thedectridty
indstry. The nunerass nanifestatias o this desire to
naintain contrd-de-facto ad de-jure lintaions on
NECs athority tosat dectridty prices, devating dedi -
sions about the d scomnecti on of nonpayi ng custoner's to
the pditicd levd, ad keguing in state omership the
njaity of thesheres of dedtricty eterprisesseiasly
uckermred inernd as vl as ederrd cofidace inthe
refom Wkl e sone of the recently nade steps have sert
psitivesigds, restaingthe cafidace of investas wil
requi re naj o and sust a ned changes i n govermert pd i cy.

e Qrtray to the epectaion o sone dservers, it ves
rdaivdy essy (Wth adeqete tedmicd assistace) to pu
in dace the besic fadlities/systens fa a furtiaing
copetitive dectricity narket. Dspach cater, gaera
tion and d stributi on conpany enpl oyees qui ckly | earned
to wvork wth the new procedures, and denonstrated
rearkad e adility to adgt imported sd uios to locd
cod ti as.

e Acetrdly naneged “goss’ pod is a key fetue o the
pover industry nocel sel ected by the Wkrainian govern
net in 1994 8 Inacoutry thet ves barg pdled in dl
drettias by adtudly ad pditicdly dfferet regas,
the govermant placed a high preniumon the cohesive
force that atechnicaly ad comercidly unified pover
systemves expected to pradce. It vies fet that a“gross”
pod voudincressethis conesion This feature, homever,
nade the treatnent of deli nquent consungrs nare suscep-
tidetopditicd inevetias by fadlitaingthe greed g
o the cost of nonpaynent everly across dl geeratars. ®
Athoghtheestad ishnert of afledide“nt” pod thet can
acconmadat e a wde range of direct cotracts wou d have
been technicd ly nore denand g, this extra effart nght
have cregted a nare resiliet narket structure

e Fonal rdesaenecessary but nat sufficiet codtias far
ensuri ng the i ndependence o the regd atory body. Qe to
the lack o atradtion of indegpedet regdaion ad the
high inportance atached to shat termpditicd berefits,
the temptation to inervee in pdessiod dedsias is
simply too lage toresist. Ben uder the best of droum
staves (eg, legd geratess, finadd atowoy, hich
gdity staff ad sustatid tedmcd assistave), the
adlity ad wllingess o the regdaas to kd ace shat
adlogtemineests adthe inerests d producers ad
cosunars Wil incresse oy gradd ly.

* Mre gpredly, hstaicdly inganed dtitudes ad re
flexes aenore dfficut to chage then the witten “ru es
o thegae’. Thereemrgence of ddbehaviard patterns
dring pditicad, nacroeconomc o sectiod crises can
threstenthe sistarehility of gaims nade erlier. The lag
tine needed to achieve deep ad irreversible changes
pl aces a high premumon stanma and peti ence for those
supparting sectar refarng inthe Wera ne (and € sewerein
the F3).

Fodtnates
lkraine vas the oy Svigd Rpudic tha had its om

(continued on page 16)




Energy Reformin the Wkrai ne (cotined frompage 15

Mristry of Pover. Thefirst large hydrgponer pat as vell as the
largest nudlear pover pat in the Svig Uion vere bult in
Wkrare The trasmssion lines exparting dectricity to Grtrd
Brope vere contra led fromK ev.

2Followngits nerger wth Gaskonat omi n 1997, Mnenergo' s
resposibilities vere edtended to the wd e pover industry. In
addtion to its pdicy naking fuction, Mnrenergo cotinues to
regresat the stae as the omer o key assats in the sedtar.

SThewrter curtalnert regnefdloednonfinacid criteria,
and equal ly affected paying and non-paying obl energos and
cust oner s.

4 Accard g to the Mrket Ries, the syssemnargnd price
shou d be deternined by the bid of the nast expensi ve gereration
unit needed to neet denand.

5 Nrtcash trasactions offered significat tax advantages,
since cash receved on the bark accout of an eterprise ves
frequently cofiscaed by the tax service. Furthernare, the reduced
tramsparency o non-cash transacti ons provided goportunities for
persod IS

6 The DBeputi es vere concerned about the plamned wiility price
ad ustnents i nresponse to a 40%depreci ati on of the hryvni a agai nst
the LB ddlar in Sptenber 1998 Resident Kuchna asked the
Grstituiod Qut toard the lawvin early Qtaber. The Qurt
hes nat reached a deci Sion yet.

7 The Wranan “goss’ pod deternines the dspetch of dl
dectridty geeraas accardng to thar bids (sujet to certan
costrans). A“ret” o residd pod acogs hilaerd cotrads es
abesis for generaar dspatch and the biddng process is god i ed
aly tothe gaerdion o dectricity needed to saisfy denand not
covered by these cotracts. Furthernare paynentsfor dl dectricity
ddivered to cosuners flowthrougha “goss” pod, vilea“net”
pod hard es pymerts aly far thepart of dedtricity ddiveries that
ae not covered by bilaterd cotracts betveen geeraars ad
dstribuas/large cosunars.

8 Uder a“ret” o residd pod wth an ddigaion to cover
planed energy purcheses through drect contracts wth generators,
those od energos wio cortinue to provide € ectricity to non-payi ng
consuners night have had nore difficuty obta ning pover since
indvidad generaors voud have been rductat to eter into
bilaerd cotracts wth them
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The Czech Mewon the Liberaisaion of
Ehergy Sector
B/ Mroslav Achal and |van Benes*

For the Gech econony in trasition it is very
inportat to libardise the eergy sectar in ader to
Oecresse the very intensive energy ad d ectricity usein
the Czech national econony.

The patetid cogereration uilisaion is the nost
inportat tod todecressetheinesivededtridty uisein
the next two decadks.

Tohgligt this prodem GtyHan provided bd -
acecdalaios fa dffaet gqtias o dectridty ad
heat supply. The ca cu ati on consi ders ni ne devel gpnant
griosfa Gecherergy pdicy. It issyyposedtored ace
about 6000 ME of instaled capecity in the next 30
years. This capecity wll rep ace the Dukovany nucl ear
pat adthe ddest cod dats.

The first scenario is referenced to the year
19%6. Three scerarics focus on the hich wilisation o
cd (U, dud gs (B, o ndexr eegy (J). The
fouth scerario is a mx o the three prinary energy
sorces. For addtiond scererios (kU kB KJ ad
kK9 aesmla inprinary energy uilisaion but they
dffer in the higher cogereration devd gpnent to the
anount of 2000 MeE and nore bi onass utilisation for
spece hegting It rereserts anincresse in cogererdion
o Idramthe presat. Thelast scerario (B represents
highe uilisgiond heet pupsimrsteed o drect dectric
hestingad anincresseinthe nunber of sdar cdlectars.
Ths scereriorgresatsasigtly higer investnart, bu
the best berefit far the econony.

Inthis case study, the sane denard far dectricity
ad heat is assuned That neans thet we cdcu aed the
dfferences fa saings paeatid on the sydy sice
Svingpaetid onthednand sideisdsoinportat. It
hel ps show econonic and environnental benefit from
dfferent scenarics nare tramsparetly, wthout depen
dency on the denand side.

The inernd ad edxerd costs ae cdcdaed
Inerrd costs arecdcu aed as Long Rn Mrg rd Qst
(LRVQ wth a dscout factor of 10,5%

The next grgph shovs theinvestnert cost for al nine

*Mroslav Achd is Tecmica Drectar ad |van Bres is Grerd

Minager of QTYRLAN Ltd., Rrague, Czech Republic.
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mid.K¢

qtias
Uilisaion of the cogeneration patertid can save about
40 TWWa of prinary energy.

Finary energy cosuntion for dectricity ad heat:

Senaria Ref. 1996 U P S J K-U
TWA/ r 372 342 336 356 368 338
Sewaio Rf.1996 K-P K-S KJ E
TWA/ r 372 332 353 360 321

The econoninc benefit of cogenerati on gpti ons represent s
approxinately 7 billion CK (200 mllion BER) and 12
billion &K (30 mllion BER) of externa cost each year.

Senario Interrd Externd Tatd
Qost Qost (ml. CX
1 Rf.19% 187900 135800 323800
2 U 207900 123900 331800
3P 204300 117000 321400
4 S 216200 119800 336000
5J 226900 117100 344000
6 KU 203300 116700 320000
7 KP 199500 110500 310000
8 KS 212000 112400 324400
9 KJ 222600 106200 328900
10E 193500 106800 300300

@ External cost

mid.CZK

B Internal cost

The next graph shovs the sane figures as a “Trade Gf.”
The arrovs showthe berefit fromcogenerati on opti ons.

Intemnal cost [mld.CZK]
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0 } } i |
5l
External cost 10T H
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The inpact on the ervironnent fa | ovs.
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The e?gternalitieﬁ are based on the Gernan GBMIS
dabese ((o-Institue Darnstadt):

enissions GO, 900 It
enissi ons SO, 90000 CK/t
emissi ons NOXX 72000 CK/'t
emssias o patides 18000 CZK/'t

rad oactive vaste 135000 thous. CK't

Tre resuts stae that far the ecoomc v fare o the
Cech Rpudicit isinportat to prepare codtios far the
uilizaion of copreraion patetid. It reresats nare then
2000 MVthernal capacity in heat only balers.
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The Gas Deregul ati on Rrocess in Erope:
Econonic and Rolitical Approach
By Jacques Rerceboi s*

Aostr at

Th s peper ard yzes the effarts to deregl ate the narket,
to renove the nonopd i es and i ntroduce conpetition, bath at
the Buropean Lhion level (Eiropean Grmissi on) and na-
tiod leds. Thefirst pat o the pgper descoribes the presat
sitiion wth an enphesis on the instituwiod dsparities
anong the Bropean coutries. It presatsthe aulines of the
Gs Drective, recently adopted by the Eropean Qnmis-
sion The secod part adyzes the perspectives o such
dreglaionfa Broe Rrticda atetionis gventothe
straeges inpl enented by the a |l conpani es on the narket.
Thethird part o the peper cosists o the perd g questi as;
the transposition of the Gs Drective ino the retiod | avg
d the Hrgpeen coutries gves rise to severd questias
wi ch have yet to be ansvered
Irtr oducti on

Hrope nay be liberd, but it isnarethenasinge free
trade aea Adishing cstas dties ad taiff baries
betveen sigetary coutries of the Tresty of Fone (in 1957)
vas the first stage in bhuildng Brope. Gstons union vias
thenfdloned by the freecdred a@ion o factars o producti on
wthin Brope (capitd and labour). Econonic unionis the
next stage, adwll a soinvd ve converg ng economc, soci d
and nonetary poicies. Brentually, econonic union cou d
dsoledtoafedraionwthnat just covergng, but shered
a eensgepdides.

Infact, the Bussds @nmssionis forced to adit thet
certan products ad services do mat circuae fredy wthin
Hrge mt fo tedricd ressos bu fa irstituiod res
sos: the edstece o legd noopdies. This is wy far
a nost adecade it has been vorki ng tovards abd i shi ng these
adstades ad introdecing red competition, emsuring thet
Bur gpean consuners Wil nolonger be victing of di scrinina
tion. Severd Drectives (o Hropean lans) have been
adopted the dectricity drective o 19 Decenber 1996 ad a
draft ges drective on 8 Decenber 1997. This drective wil
gaddly ooen wp the inernd rnaturd ges narket through
incressed conpetition betveen operatars. The first part o
this peper presents theimstituiond franeverk wthin vini ch
this liberdization process is inpleneted W& | ay enphasi s
on the nain atlines of the ges drective Hwvever, the
payes straegesadtherdaiveinfluence o sone d them
nost nat be uderestinated Thereisthus arisk o cdlusion
and conpetitionintonorrows Biropean gas narket will not
be geruine ad perfect, especidly since today's erergy
straeges aedgam. The secod part of this pgper nertias
thet imletrid straeges aetadimgpdaeinrddaio tothe
goeni g process. Apurdy copetitive structureisna lidde
to sustitue fa the presat digydistic ag ocatray to a
curet ginon Dregdaionis oly just begming goart
fromafewexcetios wereit isadready & anadvanced stage

* Jacques Rrcebdis is Rdfessor a the Uiiversity o Mrtpdlier
and head of the Gtre de Recherche en Econome et Dot de
I'Berge Mripdlier, Fave Thsis an edted ver'sson o his
renarks a the 21st Anual Internati onal Qrference, My 13-16,
1998 in Quebec Gty, Gnada

(such as Bitan ax cosequently, nunerous questions
remai n uansvered Inthethird part o this peper the presat
structure of the Bragpean ges industry is shom, coutry by
coutry. Thedegee o guenngdo thenarket variesala from
ae coutry to axther ad severd ucertanties have to be
nertioned concerning the fuwre arganization of this indus-
try.

|l The Changing Instituiond Qrtex: Towa ds G eate
Qonpeti ti on?

The nain dyjective o the Brgoean drective is, cot
canng gs & vl as dectricty, to bring dout nare
coptitionadsoahige levd o vl fare For uderstand
ingthisdjectiveit is necessary to renemer the cotedt o
the BEuropean Ui on.

The Treaty of Fone (1957), which provides the funda
nental legd franework of the Eropean Lhion, does nat
dsptethemtiond “plic senvicg smethsisedidtly
referred to in dase 0 Mr does it dspue the fadt that
certain conpani es shou d renain in pubic owership, since
clause 22 dl ons nenter states to choose betveen priveate
ad pdic overship of ther pudic services. Hwvever, the
Treaty does dispute the existence of nonopd i es, vihich fam
an dstacl e to exchanges wthin Brope. Qnpetition nost
reduce the cost of access to energy ad guaratee non
d scrinnnati on between consuners. Bit al ovance nust be
nace for “returd nonopdies,” i.e, indstries wose re
turs aeincressing becase o the ed stece o aninfrastruc
tue wth high fixed costs. The Bussels Qnmission's
psitinis qitedear anthis pant: the netvark i ndustri es,
wichaegrerd|ly pldic service provi ders (d edtricity, ges,
vaer, tdegdoe piic traspat), costitue returd no
mpdiesaoly fa thesedtar o ther activity carespod ngto
infrastructure nanegenart. Al their ather activities nost be
geen to conpetition Inaher verds, it voud be possideto
sdit the pysicd ativity cosisting o traspoting ad
dstribiing ggs (o dedtricity), wich remirs a aud
nonopd y, fromcomercia activity cosisting of sdling o
buying cubic netres of gas and which codd be opened to
conpetition Asfar asthe production inporting or exporting
o ges is covared ths codd mt gerate as a e jue
nanopd y, because there are o technicd limtaias a this
levd justifyingthe edistence o arsturd nonopdy (such as
the cost fuxtion stb-addtivity). Wle fa hstaicd rea
sos, such nenopdies do exist, they nust be abdished
because any nongpdy, by its very reture, tends to auseits
domrart position, practice cross subsid es betveenits vari-
os custonar sectars, and be suject to bureacraic operat-
ing procedures (overinvestnents and excessive costs |inked
to over-staffing ad excessive sd aies). Sypervision froma
higher authority (nenopd i es conmnssi on o ministry) is not
sufficient to overcone these drawbecks, especidly since the
“capture theary’ and inconsistencies in the infornation
(infornati onal asymnetries) hel d by the supervi si ng aut hor-
ityadtheuility suggest thet these nanopd i es cani nfl uence
theregdaor adesuetha thar ominerests are preserved
by pessing themdf as banginthe pldic inerest.

Three cocets need to be d stingui shed Deregd aionis
a process Wiereby certain segnerts of the industry (e ora
tionprodetion sde o ggs, €c.) is oeenad to capetition
ntegaion invdves the separation, froman accouting
(ad even legd) stadpont, of eqoaiorprodetion, im




porting tramsport, ad dstribution activities batveen estay
lishents, ad even dfferet copaies. Rivdisaion in
vad ves gpening the capitd o the conpeni es concerned to the
private sector. The three phenonena can go hand i n hand but
it isdso psside fao themmt to coedst. For exaple
deregd aion ad deintegration are nat a vays acconpan ed
by privaisaion @rversdy (adthisvesthecaseinBitan
in 1989, privatisaion does not necessarily inply deregd &
tion(inthscase, apdicnuiopdyissingy redaced by a
private nonopaly). The Brusses Gonmission has nade
Oderegd ation ad dentegration conpu sory but it camnat
i npose privatisation becasse this does nat cone wthinits
sphere of conpetence.  Hwever, this process of deregu ati on
carat be adysed independently of the strategy being
fdloned onthe internationd gas scene by the nain p ayers
invdved viz, ol compenies, ges transpart-distribution com
penes ad dectricity conpen es.

Therefore, conpetition nust be revived werever pos-
sibe (inporting, exporting, exd aration and production, and
gs sdes savioes), addfidet regdaianinrodued onthe
activities renaining under a natural nenopd y (nanagenent
o the tramsnission and d stribution netverk). The Bussd s
Qnmissi on set dbout this task, and succeeded i n passi g an
eectricity deregd aiondrective (on 19 Decenter 1996) ad
dtanedintid ggrovd o the ges drective of 8 Deceter
1997 (this directive hes yet to be adopted by the Bropeen
Parlianent before beconing | awin each nenbber state).

fsisthecase wth dectricity, the key componet o the
Gs Drectiveisthepossihility of dlowngcerta nconsuners
todtanthar gesfranthesydie o thar cdace Thswill
invitady lead to the dsgopearance o the gas inporting
noopd ies (Wich still prevall in Face fo exanple).
“Rguated” or “negatiated” TPA(Third Party Access) is set
tobeinrodued far the wd esd e narket. It shod d be nated
thet, ulikethededridty indstry, the ges imdstryisrady
fulyinegaed Gsis gererdly produced by al conpeni es
and gas conpanies are then responsible for inporting,
trasport, staage ad dstribkion Sre o themae in
wwvedinthe exrly stages o thegess dain(eg, wthastake
inproduction) but theseareinthe mnority. The ges netvarks
wll be guered gadd ly, inthree stages over tenyears. This
openi ng-up process Wil be based on two nai n paraneters :

1 Hfintiond “digde cosuars. theseared| dedriaty
producers wio use ges (i nd ud ng cogereration) as vell as
industria custoners exceed ng a consunption threshd d
per site ThHsthresddis sga & 2 mllias akic natres
(about 20000t.0e) wenthe Drective cones into effect
(inthearyinthe year 2000, thena 15 mllionin 2008 ad
5mllionin 2006

2 a mnnumpercetage of the narket opened up: 20%
vhenthe Drective comnes into effect (2000), 28%i n 2003
and 33%i n 2006.

The Drective dso nakes alowance for tw other
principes: access tothe netvark by third perties and ubun
ding HighHeastaers wll beddetoaraefa trasport
o the gas they have purchesed agai st peynert of atd| wth
tdl rates being queny dsgaed o regtiaed wth the
net wor k nanagi ng conpany (each nenber Sate wll choose
the systemthet it prefers). Afomd TRAisdsopdared far
theydiredfshoeddivery ppes. Likethedectricity Drec
tive the gas Drective nakes provision far the possibility o

costruttingdrect linssfa theexd usivesydy d endiglde
consungr. Hwever, each of the 15 Sates of the Bropean
Lhion has awde narg n for nancewvre to appy these ru es
by virtle o the so-cdled “susidaity’ princide It shodd
be rementered thet the intid situation dffers fromoe
coutrytoanther inthe BErgeeen Uion, asillwstraedinthe
fdlovngtade The Drectiveathorisesthe Satestoinpose
pidic serviceddigaions (especid ly security of sudy) ad
dlosagsdstribuionnonopdytobe naintaned for those
that so desire Mreover, vavers wth respect to TRPA ae
provided for vhen the security of supdy is endangered A
pratection system therefare, exdsts, the “take o pay”’
cotracts wich are long-termsuppy cotracts concl uded
wth ford gn eqarters.

The narromess of the gas narket explans how the
| eevay consuners have to find suppl i ers and producers have
to find customars is moch less theninthe case o dl. The
hlaed ratue o the rdaios betveen ges equorters ad
inporters leads to long-termsupdy cotracts ad exda ns
wy ges pricing generdly is based on negatiated conpro-
mses rather then spat prices. Gz de Face dfidds ore
sad: “eninport cotract is eqivdet toanarriage settled
10 years in advance far atermd 20 years’. Today, wth the
larger part of neturd ges inthe Brgoean erergy bd ace, ve
nay observe a rel aive harnon zation of cotract terns but
itism ye pssibetosmsk o aspa narket fa rurd ges
inBErge InBroedl the ges cotracts cota ncastransts
onbahsdleasadbwyes, inthefomd ddigaiastosupdy
ad to take ges respectivdy (the led o these TQP con
stransisgredly vey gt 75to 0%d the anart o the
ges sod). The liberaization inposed by the Eiropean
drectivenay jegoard zetherd ati ashi ps betveenthe sd l ers
ad the buyers, in particdar wen Third Rty Access is
edidtdy inrodwed In the fuwe the ggs catracts wil
probeld y be negatiated wth nare flexibl e cl auses betveen
the sdler ad the buyer.

Inthe evert that aninporter shaudrisk havingto pey a
perdty to hs faodon sydiea a a resut o taking an
irsUfidet qatity o gs dter lasingsoedighbecustan
eas(pevioslysydiedby im thisopraar coddrefuseto
transpart the ges to these custoners. Howvever, the Gonmis-
sminexs toesre strid cotrd a thsled.

The consequences of this Drectivewl! | dffer depend ng
onvether o nat the country nakes use o large quartities
o mud s fa dedricdty grerdion The Drective
corsti tutes amni nonrestrictive codtionfo the Sates ad
certain coutries have d ready gone vel | beyond these cond -
tios. Inshort, the Bropean coutries canbe dassified into
three gperd caeyries (seetdlel)

1 theseinvichthegesimstryis ill rddivdyinegaed
adnat hdghy deregdaed Its caitd omership nay be
predomratly pidic (Face Itdy, Geee Irdadd) o
precomreart|y private (B g um. Ntethat theprivati sation
pracess is @ an avaved stage in Itdy (EN), b o
progress in deregd aion hes been nade

2 those in which the deregd @ion process hes started ad
wereinegdaionis dtenless narked theninthe previas
caegory of coutries (Sain Netherlands, Grnany,
Astria). Agood proportion o the industry hes dready

(continued on page 20)
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been privatised (Sain, Grnary).

3 those in wiich the deregdation, deintegration and
privatisaion process is a an advaced stage (Uited
Ki ngdon).

The ges d rective prg ect vas pend ng urti |l the adogti on,
a the ed of 1996, of a commen point of viewanong the
various BHropean goverments about the dectricity drec
tive The consesus vias dfficdt to dian becase o large
intia dvergences bt a conromse sduion ves a last
psside It is necessary to beer in mind thet the Eragpean
coutries have very dfferert positions. sone of themare net
eqotes d nturd ges, ahersinport it; in sone coutries
the ges narket is dready mture inaher aesit is nescert.
Sre coutries wse returd ges far nost of ther dectricty
geeraion aher coutries do nat.

The liberdization expected by the Eropean drective
wll affect thetramsmission distribution and comercidi za
tiond returd ges. It does ot concern ges producti ony wihi ch
redins the job o a sl gowp o dl copaies. The
European gas ol igopay i s conposed of GAMPRM(a quasi
nonopol y in Russia) SONATRAH (a nonopoly in A ge-
ria), GU (an export nonopoly in Norway) and GSIN E
(an export quasi nanopdy in the Netherlands). (See Tl e

Im).

Trenainstake o thedectricdty drectiveis the goening
d the dectricity prodction The main stake o the ges
drectiveis the geening o the transmssion ad distributi an
ativitiesd retud gssinHrge Gs podctionis dready
theoreticdly genin BErgee Ratticdly, that is nat exactly
the case in dl Brgpeen coutries. Anther drective plb-
lishedin 194, rertios thet the returd ges reserves are mt

Bropean but netiond reserves. Upstreamthe inpect of the
recet drective wll be linmted Dowstreamit wll be
geda.
Tddell
1996
Natural Gas Production and Gonsunpti on i n Europe
(dllion cldc naters)

Qountry Rroducti on Qonsunpt i on
U K 8.6 &2
Nt her | ands .8 4.7
ltdy 2.2 521
Ger many 17.4 8.6
France 29 23
Sain 0 a3

Il. RPaye $sSrategies A Future Rsk of @l | usion?

Aomstic conpetition wll nat resut framthis deregu
|aion novenent because, hidden beresth this process are
imdstrid straeges dtend dadd sigificace The stakes
indvedindudethe costituiond industrid groups caped e
a ineraiod levd o prdfitingframthe coti ned acti on of
gsaddedridtywichwddesetdlyleedtoared al-
dectroges digopdy. The nain players in ongoing restruc-
tuing gperatios are 1) the ago-saxon al conpeni es like
9d | and Bxon, bt d so Gzprom Sretrach, Saal o Hf.
2 ges tramsport-di stributi on conpani es such as Rirges, Gz
e Fance, Transco, Gsuie, sone of which are hesitating
betveen either forming ana liance wththe al conpeni es by
inestimguydired theges den a eteimgthededricty
production narket even if this neans conpeting wth the
dectricity copanes wich are curetly ther custoners.
J As far as the dectricity copenies are cocarned, they

Tadel
Bropean Gas Industry Sructure in 1998

Quntry Inport or Export Explorationproduction Transni ssi on Dstribution
FRANCE Legal nonopoly of GF ren (HF) Quasi nonopol y of GF Quasi nonopoly of GF (+ a
(100%publ i ¢ owned) (H8f) fewlocd pdic uilities)
| TALY SNAM (EN) AQP (EN) SNAM Locd Uilities (79 +
(EN is being privati zed) (wth linmted TRY | TALGAS (SNAV) (25%
BELGI UM DI STRAGAZ DI STRI GAZ D STRAGAZ and | ocal
(TRACTABEL 42% SHELL uilities (lagdy catrdled by
17% STATE 17%and private BECTRABH, i.e.,
24% TRACT-ABEL is TRACTABEL)
cotrdled by SEZ
LYONNAI SE- EAUX)
ENAGAS (50% GAS
SPAI' N GAS NATURAL REPSOL ENAGAS ( GAS NATUR- NATURAL (40%
(RP) (private) A) (TPA since 199) athers (10%
NETHERLANDS GASUN E (SHELL, EXXON, NAM (Shell, Bxxon) GASUNI E Largely pdic
and STATE for 50% ELF, CFP-TOTAL Locd uilities (120
GERMANY RUHRGAS BEB (SHELL, BEXXQN RUHRGAS, BEB, 56 1ad uilities

(and W NTERSHALL) MOBI L, W NTERSHALL... THYSSENGAS (SHELL, (i.e., STADTWERKE)
BXAN (limted TPA
UNI TED Kl NGDOM Qpen to conpetition Qpen to conpetition BRI TI SH GAS (TRANSCO  -gpen to conpetition

Sverd ol compenies (BR

SHELL,

(CENTR CA)

EXXON, CONOCO, (BGis privae)
TOTAL) and BRI Tl SH GAS

Mnopoly wth regul ated TPA -severd dstribution firns
(anong t hem CENTR CA)
-severd traders ad brokers
-TPA largel y adopted




have no hesitation, incertancoutries (cf. Uited Kngdom
Itdy, Sein Rortud; even Grnany) in daming drect
straegc dliances wth al-ges copanies, imtaing catan
naj or chemical groups (cf. Besf, Mrted son) wvhi ch bypass
their usud suypdiers (ges transport conpeni es) by dta ning
their sypies drectly fromal-ges pradcers. The proyes-
sive satingup o TAAWII tedtorarfarce these dliaces
because each of the operatars knovs very vel | that he nost
dversify ad dso acquire a mitirgiod dnesion The
deregu ation process doserved in the Uiited Sates nakes
Hroe the prine target far restructuring goeraios. The
nergers abserved between ol and gas conpani es or bet ween
ops ad dectricity copaies inthe Uited Saes aejust a
prduktothe govng list of take-overs wthinthe Bropeen
oges ad dectricity industries. These Awrican conpani €s, in
fact, occasiod |y use cgatd resuting fromthe recovery of
their stranded costs (ontheir pratected hone bese) to finance
the purchase of Hiropean conpani es.

Snce the law of 1992 (EPXCI), Awerican eectricity
copanies are etitled to expad their gosh ouside the
Uited Saes. Thus, seven of the tvelve Bitish 3
(Rgod Hectricity Gmpanies) respasibe far dectricity
distributi on, have been purchased by Anerican conpani es.
For exanple, the Southern Gonpany (Anerican conpany)
tok cord o Sebinthesathvest o Bitanwilea the
sane tine acquiring a steke in the Grnan dectricity
dstribuion industry (Bawag in Berlin). The American ges
conpary, US Bron, wich vas a specidist in ges trans
port, progyessivey inoressed its goth in ggs sdes ad
susequartly in the independet production of dectricity
frommaturd gas and then took over a najor Anmerican
dectricity conpary, Rxtlad Grerd Hectric. Ths dectro
0es group nowhas Eropean anhi tions. A the sane tine, the
BEropean ol conpani es have entered the i ndependent € ec-
tricity producti on narket using ges, wenever thi s hes proved
tobeleg |y possib e (thanks to the narket bei ng goened up
to copetition viich in ay case wll becoe therde in
Hrope after 19 Feruary 1999). Thisis the case in Bitan
were i ndependent e ectricity producti on d ready represents
nare then 15%d the dectricity supdy avaldde on the
Ntiod Gid

Ol copenes ae therefare lodking for goportunities
dowstreaminthe ges i ndustry (ges distributi on and trad ng)
adto ete thededridty prodrtion bisiness. Hedridty
conpanies are thensd ves looking to farge links wth ges
copanes, espedidly a the dstribuion levd (bendfiting
fromthe ges-dectricity synargy). /s far as ges tramsport
copenies ae cooared, it isinthdr inaet to ete the
cheinfuther usstreamandtake astakeinthe ges exd orati o+
producti on busi ness. Hwever, dliances wth ol conpani es
ae acasiod ly dfficdt becase the bkdace of farces is
favorad e to the ol conpani es ad does nat favour the ges
conpani es (cf. Bitish Gs goposite Bitish Rtrd eumar Gz
de France opposite Hf Agitaine). The gane is conpli cated
by thefact thet naj o chemcd industries, dftencotrdled by
dl copenes, aea wll becgde d fagmngdrect lirks
wth gas producers (ail conpanies) by using the tramsport
infrastructure nanaged by the gas conpanies (via THY.
These ges compani es are, therefare, hesitat about  forning
dliances wthadl-ges conpani es ustreamar wthdectricity
conpani es dowstream(as wth Gz de France opposite Hf

adHF. It isstill tooearlytosay wat the BEropean energy
scere Wil look like tonarrony but ges dereg aion, fdlow
ingonfromdectricity deregd aion wil udoutedy be the
cadyst for straegc nergers ad dliances. Areenarts ae
possibe ad netiod regdatars such as the Bussd s Gm
nmssion wil have to nake sure that copetition rdes are
respected
111, Pendi ng Questions

The tramsposition of the Gs Drective into the retiod
lavg of the Eropean coutries gvesrisetoseverd questios
v ch have yet to be amsvered :

1 Gnvedtill dfine pidic service assigrents far ges ad
dettricty? Gn access to ges far the uder-privil eged be
consi dered on the sane fodting as the search for erergy
i ndependence through dversificaion o supdies from
aroad? pes the priarity dgven to cogereration ad
eniramad praetioncostitueamssioninthepdic
ineest? Tody, ges is better daced then cod framthe
environental standpaint and its Bropean narket shou d
el eseddly & dedridty gaeraion led.

2 Vo wll betheregdator tonarron? Shou d an i ndepen
dent @nnnssion of ministries ad goeratars be set wp (as
isthe caseinthe UWited Sdes a Bitan a saddthe
Sde be It to tae on ths mssion thragh a sinple
mnisterid departnent (systempreferred in France)? Hw
wll the fidds o copetence be dvided betveen the
B ussel s Gnmissi on and the vari ous nenber Sates and
viet wil betherded the Bropeen @ut of Justice? How
wll dspues comected wth the regd aa’s decisios be
satle? Sadd the regdaa’s fuction be trasferred to
Bussd s? Hw can ve nake sure thet the functions of
regdaa ad those of shered der Wil be ket separate
wenit istheSaeitsdf wichcotrds pddi ¢ conpeni es?

3 Howwll the tramsition be nade betveen the dd ad the
newirstituiod systen? Inperticd ar, hovwl| “stranced
oets’ be fireoed, i.e, omts imoured & a resdt o
Oecisions taken o inposed wthin a dfferent regdaay
cotext? Hwcan ve be sure thet these “stranded costs’
wll nt cor part o theoosts lirkedtoindfidexyinthe
betevi or of historicd gperators? Howa so canve be sure
thet these “straded costs’ ae mt simply a preed to
redce the berefidd effects thet ae exqected to be
achieved from geater conpetition? (certan Ergpean
cautries ted to orestinate these costs to pratect re
srutuing o thar retiad indstry).

4 Hwwll infrastructure tariffs be determned once TPA
hes becone wdespread in Brope? (for the tine being,
tariffs have been estad ished oy in the Uited K ngdom
ad on an eqeinetd besis, in Sen). Sodd access
cherges be estadished in rdaion to a “postage stap’
cocgt (lunp sumtdl), o vwadd a “cost-pus’ type
tariffing systembe better, besed onthe d stace atud |y
covered by the gas transported, or shou d a RAMEEY-
BOTEX price-cap, hybrid price-cap systembe chosen
(i.e, ataiffing systemwi ch takes into accout denard
price dasticities) o BEFR (Eficdent Gnponet Ricing
Rl e)? The RAMEY-BOTBX tariffs correspond to a
scodbest pricing The prindide is the fdlowvng the
dfference betveen the price pad by the s ad the
narg nal cost supported by the supdier nost be | ovvinen

(continued on page 22)
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the denandkel asticity is high ad high vien thi s denand

datidtyislowm

The EOPR system was proposed by BAUMAL and
SDX The tdl includes bath the nean increnentd cost
borre by the retverk gpratar as aresut o the arivd o a
newsupd i er, adthe gportunity cost thet heincurs simcethis
supplier takes a custoner fromhim The nean i ncrenental
ost is the cost suyported by the goraa to saisfy an
addtiond denand on the netwark. The opportinity cost
carespods toadginearnng for the ogperaa wenthis
denand i s sati sfied by aconpetitor. Schasystemcoddaly
be inag ned in the case were the goeratar o the transport
ifrestrutureisdsoages prodcer adsyydie. Inadition
nessres nost betakentoesurethat thesetd|ls are tramsper-
et, nontd scrininating and do not encourage by-passi ng o
the netvarks in pace, wich wodd be ingfficient froman
econonic st andpoi rt.

The Bropean ges i ndustry i s underga ng drasti ¢ change.
Awnd of conpetitionisbowngandthi s shou dpronatethe
cevdgrat of ges, espeddly far dectricity production
Fovever, this copatition is dso the prd ude to indstrid
restructuring and integation goerations and the nenter
Saes, just like the Bussds Conmission, nost remain
viglat especidly as, inthe log term Brope wil becone
incressingy dependert  on inported netwral ges (from
Rssia the Mdde BEsst o Aricad). In Brope buers ad
sd lers have naneged to emsre security of supdy da |y
wthanetwork of comnected pi pes and to i npose the net - back
log c wthinlongrun purchese cotracts. The Eropean gas
narket vas “regu ated’ through stabl e re ati onshi ps anang
afevnuhe o agtas. Qe o the besic inerests thet the
producer and the d stributor have in comman is wthout any
dout emsuwring a cotinuoss atlet far the quatity o ges for
wiich both have invested This supposes a favourab e
enviramet that wll encorage the ges indstry toinvest in
edadion, pradetion, trasmssion ad dstribuion This
i s the nain reason wiy sone nininumlevel of regd aionis
necessay in the gas indstry. @npetition is usefd to
introduce i ncatives to efficiency. Therde o the BErogpean
@nmission is to lint nonopdy rents and to inprove the
vel fare for each consunar. Nowit i's necessary to argani ze
the “rewregdaiat imnside Brge Frst o dl, thsregda
tionwll beset up by eech Gvermart. Inthefuuwe (inafew
years probadly) it wil be inplenented by the Bropean
Q@nmission itself. Bt a Bropean energy pdicy is nat easy
inacomed in wich the UK is al - aieted the
Ntherlands ges-ariented, Gxrnany cod -oriented, France
nud eer-ariented ad Itay dependet on its inports. For
Bropean countries naturd ges hes tended to be an d enent
of conpl enentarity and cooperation, rather than an d enent
o dssasm
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Qrporate Restructuring of the Gobal Energy
Industry: Driving Forces and Inplications
S\5 Bergy vy, Sockhol m Sreden
Qtober 18, 199

9\S Energy Doy 199 wll reviewthe dranati c changes
inthe coprae structure o the energy indstries that have
occurred since the nid-1980s: (&) an extended cross-bor der
reech bahintens o ativities, omership ad finend ng
(b a degpered verticd integaion (€) caprae sgardion
of production and tramsnission in gas and pover; (d) ener-
gence of independent nidd enen in transport and trade,
provid ng an add tiond source of suypdy; (€ neganergers
o mitirgiod dl adgesgats. Lbadizaiond trade ad
i nvestnents, dereg aiondf poser and ges, privetizationad
advances in infarnation techndogy are the nain triggers
behind this change. The coference wil d scuss were the
ongoi ng devel gonants are likdy totake us and wet they wil
inply for energy producers and consunars and for soci ety at
large. Thoughthevistais d oo, sone enphasiswil be g ven
to the industrialized narket economies, and BErope in
paticd a.

The groyp of promnert cortributors to the conference
conrises. KMnlllis, Sno Adyst, US Dyartnent of
Berqgy; Lars Bergnan, Rdessor, Sockhdm Shod of
Economcs; L[avid Hinphreys, Gief Eoomst a& Ro
Ting Kedl Rlad, Resident of EON a Norweg an
researchand cosutinggous, Kaith Rl ner, Mce Gairnan
Investnent Barking, Rothschild, and s Mgl ler, Ro
fessor of Econonics in Mema Qntributors from Sd |
Inergiod ad HF wll dso take part.

Theddibraiosshoddbed imedaeinerest tohigh
levd representatives fromenergy rd ated i ndustry and bark-
ing to acadenncs wth energy arieted specidization to
paicy nakers in governnent and to nedia. The corference
shaddbe especid |y atractivetothoseinterestedin broeden
ing ther cotacts wth the energy indstries in the Nrdc
coutries. For infarnation cotact Judt Vbl |, te ephore
46-8-5070-2574; fax:  46-8-5070-2515; enail:
judi t.webu | @rs. se
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Cleveland, OH 44122 USA

Phone: 216-464-5365 - Fax: 216-464-2737 - E-mail: iaee@iaee.org - Website: www.iaee.org
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CIC The Utinate Shock Absorber
B/ Fereidon P S csharsi *

Dring the | ong and acrinani ous restructuring debete in
Glifona thestaelegsauwe deci dedeorrect| et the
aly pratticd vay to dedl wth the sticky issie d uWility
straod costs ves to face p toit. Adtheydd @ifana
Assenly Bl 1890 (AB 1890), which fornally restructured
the dectric pover sectar inthe Glden Sae ad i ntroduced
ful retal copditioninaae gaatic step povided rahe
gener ous—sone critics woul d say, too gener ous—pr ovi si ons
for recovery of stranded costs. The three investor-owed
uilities (1Q$) in the stae vere gven an gpartuity to
recover these costs over a 4year tramsition periad thraugh a
non-bypassabl e conpetition transition charge, or CC Thi s
von the support of the Qs and thei r sharehd ders—a naj o
iditicd faceinthe sde

Fomthe start, everyone knew that large custonars
vou d do vel | under conpetition. Buit what about the snall
cosuners? There were genuine concerns that al the good
Oed s voul d be taken up by the large custoners, leaving the
little gws wth little a no berefits framrestruturing To
pacaethsinportat castituency, thepditidams decidedon
an attonatic and inmed ate 10%bi Il reducti on for residen
tid and snall conmercial consuners—o ifs and buts about
it. Bt, woveu dpay for this 10%d scont? The pditici ans,
never a aloss for inmovative financ ng schemes, foud the
perfect sd ution securitization Byissunglowinterest bods
torecover a pation o their straded costs, the |Q$ codd
firence the 10%hill reduction

The resul ting conpronise has been showng up on 1QJ
custongr billsinG@ifarnaevery nanth since January 1998
(see the acconpanyi ng sanple bill). Together, the CICad
the trust transfer anout, o TIA dlowthe |Qs to recover
bath ther straded costs ad fud the 10%legslaivey
nancited bl reductionfor residentiad and snal | comerci d
custoners. Fewtake notice, and fever uderstand wet it
neans or howit verks.

The TTA in particdar, hes been the sorce of nuch
catusion ad neggtive pldicity. Onthe suface, it aupears
thet the average consuner is paying nore for the TTAthan
the 10%6d scourt recei ved. My cosuners interpret this as
amgive bargn It is cafwsimg Bi, inpgindpde it is
straigntforvard Gnsuners are payi ng a premumover a 10-
year periodthe natwity of the securitized bonds+o re-
cave the imedae 10kl redction It is simlar to
refinancing one's hone nortgage to reduce nonthly pay-
nerts. Dspitedl the coplexities ad the cafusion there
actudlyisared, atomatic, adined ae 10%bi 11 reduc-
tion Swll consuners are paying 10%l ess than what they
vwoul d have pai d had t here been no AB 1890. And, consuners
do ot have to do aything to take advatage o this. By
sticking wth their curet uility dstribution copary, o
WG they atomaticaly get the 10%d scout. Rditicians
aent as dunb as they sound

The schene get s even nore conpl i cat ed because therei s

* Ferei doon “Rerry” Soshansi is aPartner wth Qrvector Qsul t-
inglnc. in Mo Pk QA H edts ad pudishes the Hergy
Inforner, anathy reveletter. Thisis an edted version o an
aticdewichgpearedinthe Axil 199 issleadis avalade o
the veb a http://nenbers. ad . comesi nf or ner

an odl rae freeze in dfet drirg the 4yer trasition
period in GAifona Snce the nonthy we gted average
price of energy-set by the Poner Exchange (PY —varies
fromnonth to nanth, the CChas to act as a shock absorber

to conpensate. Ginsequently, the CICtends to be high—
i.e, dlowngfo rgadrecovery o stranded costs—en the
average PXprice for the nanth is low The reverse happerns
duri ng nant hs vhen the PX pri ce soars—such as during the
hot sumer nonths in Glifonia As the Table bel ow
illustrates, wen the PX price gets too high the CC
becones negativetomaintainthe overd |l rae freeze Dring
these narths, the Qs do not recover ay stranded costs.

The TTAis mat affected by variaios inthe PXprice

The Benefits And Gonpl exities O Restructuring
Spe hll for residentid wility dstribution conpay (UBJ
custoner receiving the legslaively nandated 10%hi Il reduction

Totd Garges $78.19
Legi sl ated 10%Reducti on .8 -
Net harges $70. 37

The net charges shomn above incl ude the fol | owng conponent (s).
Resse see dfintios on Rge 2 o the bill.

Hectric Bergy Garge  $0. 04446/ Knh* $38.59
Transnissi on 290
Dstribution 213
Rublic Rurpose Rrograns 278
Nucl ear Deconma ssi oni ng 0.3
Qonpetition Transmissi on Gharge (CTQ 1040 -
Trust Transfer Anount (TTA 14.02

*This rate is besed on the veigied average costs far purcheses
through the Rover Exchange. This service is sugject to conpetition
You nay purchese d ectricity fromanother suppier. (Gl 1-800- 743
OO fa a sydie lis.)

RE Pxific Gs & Hectric @.

CIC The Utinate Shock Absorber*

The copetition tramsition chearge, o GG is residd |y
determned every nonth, vhich neans it fluctuates to conpent
saefa vaiaios inthe Xpice
*The percentages shown are rounded and apply to RRE

-9 211

cTo 7

46 46 55 43

44%
PX*

O -

Percent of net monthly charges

56%

ND

TTA

Jan
99

Dec
98

Nov
98

Oct
98

Sept
98

July
98

June

Aug
98

Chart Legend

CTC Competition transition charge, residually determined.

PX Weighted average cost of energy for the month purchased by the
utility distribution company (UDC) from the California Power
Exchange. Variable from month to month. See Table on Page 5.

T Transmission charges.

Distribution charges.

Public Purpose Programs {renewable energy, energy efficiency,

R&D, low-income assistance).

Nuclear decommissioning charges.

Trust Transfer Amount. Goes to finance bonds issued to pay for

the 10% mandated rate reduction.

D
PPP

ND
TTA
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It's Anybody’ s Guess
The ve ghted average cost of energy as determined by the
Glifornia Pover Exchange for sdl ected nonths of 1998-99

Mont h* ¢/ kWh
Jure B 1.258
dy 3. 746
August 4. 7321
Sept ebner 4. 4561
Qt ober 3.481
Novenber 43711
Decenber 4, 4448*
January 9 3.451

Suce REE residetiad hills, 19989

*The actud hilling cyd e does nt generd |y caind de exactly wth the
ca endar norths.

1 Hoh PXprice resuting in negative CTC See chart on previous pege.

Brase o thevaridility of the PXprice it's aybody' s
guess howlong it wou d take the three big | Qs to recover
their straded costs. The regdaas, ame o this, hae
requiredthe |Qub to keep detailed records ontheir recovered
stranded costs. (There vas one such day of reckoning in
Mrch see aticde bdow) A 180 stipdaed tha the
uilities vou d cease cdlecting any ClGexcet far a few
specific itenstbeyond the 4-year transition period, regard
less o ay shortfdl. Hvever, theyvod dstopedlectingthe
OCealier if they have recovered their ful stranded costs.

DFE Sranded ists? Wat Sranded Qosts?

Tre three large investar-owed wilities (1Q) in Gli-
fonahad a day o reckoning in Mrch wththe Glifana
Ridic Wilities Gnmission (GU). The QAL periodi-
ca |y checks their books to see howthe recovery of stranded
costs thraugh the competition tramsition charge (AQ is
progessing The |Q$, of corse wadd like to cdlect as
nuch and as fast as al |l oned under AB 1890. The RS on
the aher hand, vou d like to nake sure that the |Q stap
cdlecting the AT as soon as they have recovered their
dloved stradkd oosts. It is the isud regdaa verss the
nonopol y cat - and- nouse gane.

Sn Dego Bs & Hectric Gnpany, now a unit of
Snra Bergy, hadahit of good nevs. It tddthe (RCthat
it hes dready recovered nost of its straded costs. A if thet
weren't enough, the conpany has petitioned the ARLC to
mlaedlyredeeitsraes by anaddtiond 10%hbeyond the
10%al ready nandated by AB 1890. The GRUC couldn’'t be
hgpe. Hreis sdid prodf that restructuring is verking,
rates are dropping, custoners have chai ces, and everybody
ishgpyinthe Glden Sae

Isthiscasefor cd ération adwvhat’s behi nd IRE s
eaxly recovery o its straded costs? Yes, a cderaion—
dbet asnall aeray be gyrgriae bu let’smt get too
excited yet. SIXE has dways been a nargnad player in
Gifana It seves ardaivdy sall b o dedric
custoners inthe Ssn Dego netropd i tan area, accounting for
approxinately 7%cof the KM sod in the Glden Sate—
conpared to roughly 3% each for Southern Glifornia
Edi son (S and Pacific Gas & H ectric Gnpany (R&EE),
the ather two big 1Ak (see Gart). The renai N ng 25%df
thekWiks sddinthestate conefromdd nonicipa etitiesad
small irrigation dstricts that ae nat suject to RLC
regd aias.

Wo's Wo In The Gl den Sate
Approxinat e narket share (by KWf) before restructuring

25%

44 Municipals
including LADWP & SMUD
and a number of small
irrigation districts.

34%
PG&E

7%
SDG&E
34%
SCE

Aside frombeing a nargina player, PHE has been
fatusteinthe sase thet it hed very little in stranded oosts
tobegnwth Itsmgjor lidility vas a 204shere in the Sin
Oufre Nuclear Gererating Sation (SINFD, otherwse
owned by SIEE Mreover, SIRBE has been able to e in-
rete nch of its stranded coststhroughthe sd e of afewponer
plats a vell above narket value. Now the conpany can
boest thet it wil stgpedlectingthe OCtvo-andahd f years
ahead of schedd e-and ahead of the athers. It dansthe its
astoners Wil resp O mllioninberefits ssaresdt o the
proposed 10%reductioninraesths, inaddtiontothe 10%
aready nandated by AB 1890. It nust be swveet revenge for
the gy duckling that once hed the nast expersive d ectricity
picss in @ifana

The nevs fromthe ather tvo p ayers vas nat as good. A
the sane (AUC hearing, SCE and RXE clained that they
nay need the ful aloved duration of the transiti on peri od—
through Mrch 2002-+0 recover their stranded costs. N -
ther cod d say wth any degree of corfi dence j ust wen, g ven
the consi derad e ucertainties aoout the PXprices over the
next coyde o years. The best they codd do vas produce
nitipe scerarics. The loner the average PX prices, the
sooner they wou d be ade to stop cd lecting the CIC

PEE fo exaple inits officd sumission to the
(AL (18 February 1999), presented three scenari os based
on average PX prices of $15 $25, and $35 M4l |
dasidennes. It staestha “becase o the ucertanties
suroud ng ..[the] assumptions, as vell as the uncertainty
assod aedwththe PXprice it isnat possidetodevd gp ay
‘best’ estinate o theed o theratefreeze period’ (enphesi s
added). WMat other uncertai nties—ether than the PXprice—
is REBE referring to?
e Trenarke vdue o its vast adliterdly pricd ess hydro
datric failities
e Thecost o rdidility nust-run (RUR services;
* The cost of ancillary services v ch-along wth the PX
pricets hgly ucertan
e Threvdue adnake-up of sdestoretal cstoers (i.e,
the UICnarket share over the next two-and-ahal f years;
e The oucone of regdaoy proceed ngs wth bath the

AL and FERGt+here are nany other itens in dispute

theat wou d affect REE S stranded costs;

e Treqaifyingfadlities (@s) varidd e energy costs; a,
* The cost of purchased pover, since R®E nust now buy
al o theenergy its UDCcustoners consune fromthe PX

(continued on page 26)




Sranded @sts (cotined frompage 25

S what’ s the answer ? The best REEand the story' s
nuch the sane at STE-€an do i s shown on t he acconpanyi ng
Tdde you tdl ne the PX priceand a fewather criticd
vaiddesand I'll tdl youwen | will stop cdlecting the
CTC.

Ven Wil It Ever End?
The end of OCcdlection wll deperd, to alage edert, onthe
average PX price T

Assumed Aver age CIC @l l ection
PX Fri ce* WIl Gease ...
$15 per MM Decenber 2001
$25 per Mt Narch 2002
$35 per Mt Narch 2002

SORE PRE filing to (AUG February 1999

*The weighted average PX energy price for SEE for dl of 1998 wves
3.25¢/ kM or $32.50/ MM. The figures for FRE are in the sane
bd | perk.

fThere are anuner of ather significat variades, thenast inportant being
the narket value o hydro assets.

It’s the usud ansver: everything depends on everything
dse

B EE Announces Seminar Series

The Bitish Institue of BEhergy Economics (BER is
planngaseries o semners to encourage debet e anangst its
nenfiership on key energy pdicy issuesinthern y toits
Sptener 20021 Gnference a2 S Jon's @llege OGford
Mke Parker wil be di scussing “Devel opnents i n WK BEner gy
Riicy’ a the DIl London on 12 M.

The semrers then nave outside London, first of dl to
Saland were on&h My the first Sattish perlianent wil
bedectedfar dnost 30 years, wthawderaged pdides
deva ved to the newperlianent. These poversindude adility
tovary incone tax up or down by 3pinthe pound cotrd dof,
for exaqple hedth, education, paning ad buldng cot
trd, inverd investnent bt exdudng natters such as the
costituion faeon dfars, dfeve ad taxes. A semnar
isthus schedd ed for June 2nd, S5omat the Gatre for Erergy,
Fetro eumand Nineral Lawand Rdicy a Dundee Lhi versity
to dscuss the “Inpact of Scatti sh Bevd ution on the Eergy
Sector and North Sea Retro euni. Frof essor Thonas Vel de
wll address the border ddlineation i ssue ad Jomn Svirey,
the S\P spokesperson on finance and a speaker fromVigod
Mckerzie have been invited Rdessor Pal Seves is
hosting the evert. The semnars then nove to S Atthony's
@llege Gford wen on June 24, 2omthe BEE wil be
discussing “The Ganging Rlle of GEC in Verld Ol
Mrkets'. O Pad Hrsnd | of the Gford Imstitute of Bergy
Sudesisoganisingthe semnar. The nornal progranne of
BEE presetations is cotining wth Arna Vel ker of the
DN reviewng recent WK padicy devel opnents and Jonat han
Senloking & Rssian gas ad energy narket deve op
nents. Gl lumMGrthy, Drectar Gnerd of the Rgu a
tay Oficefa GsadHectricity (Ofer and Gges) wll be
addressi ng the B EE AGvion Noventer 1st.

Andrew Barton, Chairnan B EE

Internati onal Energy Foundation
ENERCEX 2000
&hinternationa Eergy Forum
Las \eges, Nevada, Juy 23-28, 200

Gll fa Papers

You aeinited to sumt a ae pee astract, pia to 15
Feruery, 2000 far a pgoer to be presated & ths cofereme

Tqai cs i nd uder

Fhotovd ta cs Econom cs
Sl ar Thernal Energy Eficiency
W nd Ineraiod Ryorts
Rd @&ls Nucl ear Energy
Qean a Technd ogi es Recycling & Vdste Minage-
Setardility nent
Deregul ation Gobal Vérnmng.
Energy Mdel i ng Bwironnental Gontrd's
Achitectue Envi ronnental  Managenent
Qxgenerati on Renewabl e Ener gy
Transportati on and Transnis- Geot her nal

dm Fuel s and Retrochenncal s
Dstrict Hating Gas
Gnputational Huid D/nam R sk Assessnent

i Achitecture and Eergy G+
Aicaios savetian
Hydr ogen Bhcd Issues
Sla Educat i on
Ol Recovery International Lay and Ehergy
al Bergy Riicy
B onass Inerngtiod Savards

The caference wll indude technicd sessias, peary
presetations, workshops, energy tours, energy exhibitiaors,
ineraiod youh foumad ineratiod energy reports.

Sponsors i ncl ude: National Renevabl e Bnergy Laborat ory,
LS Departnent of Energy, Los Aanes Nationa Laboratory,
Agonne Ntiond Laboratory, Sandia Ntional Laboratory,
Federa Energy Technd ogy Gantre, Rurdue Lhi versity GIl unent,
AQME (Ganada) ABB Pover Hant Technol ogi es, Amwrican
Quncil for an Bergy Bficient Econony, Departnent of
Finary Industries and Bergy (Asstrdia), ASE Awricas Inc.,
Janes and Janes Rblishers, Taylor and Facis Rbishers,
Rurrdue Uhi versity, Texas A8Muniversity, Sdlar Hectric Li gt
Fund, Geothernal Resources Quncil, Netional Hydrogen As-
sociation, Uiversity o Wescasin, Mivakee, Imstitue for
Sistai nabl e Rover Inc., Gernan Aerospace Research Establ i sh
nent (Gernany) and nore.

Honourary - Chai rpersons include, Admiral Rchard
Trdy, Garles Gy, Rta Bjura, Grl Bozzuto, Kin M Gung,
Cennis OBien, Tim Mkay, Lise Bousseau and Hward
Gle.

Sd astracts to ae o the fdlovng

DO. Genn Q Zhou
Rurdue Uhiversity G unent
Departnent of Engi neering
Hammond, |N 46323, USA
Fh:  219-989- 2665
Fex: 219-989- 2898
gzhou@al unent . pur due. edu

O. Bian M Qlchert

Energy Systens Dvision
Agonne National Laboratory
9700 South Gass Avenue
Argonne, |L 60439-4815, WBA
P 630-252- 6518

Fax 630- 252- 5210

brian gol chert @ngat e. anl . gov
D. Rter Gtana

Facu ty of BEng neering

L versity of Rgma

Regi na, Saskat chevan., Ganada $AS 0A2

Ph:  306-585- 4364

Fax 306- 585- 4855

peter. cat an a@r egi na. ca




ORDER FORM

R oceed ngs
fromthe
19t h USAEH | AEE
Annud Nor th Amer i can Gnf & ence

TehdogysCiticd RleinbEa gy &
Ewvr onnental M kds

Qtober 18-21, 1998

Hatt Regency Hitel
A buquer que, New Mexi co - WBA
$85.00 - nenters $105.00 - non-nenfoer s
Ths pdicaionis 434 pages ad ind udes atides on the fdlowvng taa cs:
Qnpetitive Hectric Mrkets Regu atory Gonsiderations in BEhergy Restructuring
COQ, Emssions Reductions:  Quntry I npacts Geenhouse Gs Reduction RJlicies
Nicl ear, Renevabl es & QO, Emssi ons Educati onal Qpportunities for Energy Economics
Semarios of Techndogca Gange  |nplications Hectricity Mdeling, Mrket Sructure
fa the Bergy Indstry ad Qg zain
Internationdl Hectricity |, Latin Awerica & Brope Renewabl e Energy:  Technol ogy Progress & Rrospects
The Ntura Gass Gain and Hectricity Qnvergence Gs-to-Liquids: Technd ogy and Mrkets
Transportation and Bwiromental Quality Bergy Rdicy, OEC and Ol Gises
Al & Gas st ream Devel opnent s Energy and the Econony
Energy Denand Trends and | ssues Ol Rice \daility
Innovations in Hectricity Technd ogy Hectricity Mdding, Techndogy, Gsts & Ricing

To order, pease sed yor check payade to IAEIin US ddlas, drawmm on a US bark to

Proceedings Oder Depart nent
| AEH USAEE Headquarters
2870 CGegin Bvd, Se 30
Gevel and, H 44122

Fhone:  216-464- 2785
Fax: 216-464-2768

Resse sed picaion to

Nane:

Rstitin

Conpany

N |ing Address

M i ng Address

Quntry

Phone

99-2 Nevs




BitishIretitue d BEe gy Economcs
THE 1999 Bl EE CONFERENCE

S Jon's Glege Oford
Septener 20th and 21st 1999

Soonsored by BRAwco, Dll, Nitional Gid and Gera
ANewE af ar Bergy? Rice Sgds |mdstry Sr uctur es and Ewr onnent

Aewar y Seake s
P d essr Peea avies BP Anoco Mchdle Nicha Fas Ui vesity o Huston
. Dee Hm OXERA Gor don MacKeray SPRU

Robert My o Of o dIgituef o BEer gy Sudes

The coference wil focus on the interpday of copetitive narket forces, socid ad eviromentd cocerns ad
techndog cd change, thet is driving the energy business tovards a newera. The newera seens likdy to be cheracteri sed
by | owprices yet pressures to costrain energy use far enviromaentd ressas. A thesaetinethereisrgadstructurd change
innast energy industries as narkets | i berd i se and becone nare conpetitive. Al thisra ses conpl ex prod ens and chal | enges
bath far indstry, pdicy-nakers ad regd aars.

The coference wil bring together, fromthe WK ad € sewere, university economsts and athers wth speciaisns in
energy i ssues, postgraduat e students and a so econoniist s and pd i cy-nakers vorki ng on energy i ssues inindustry, gover ment
ad rdaed orgeni saias.

s vl asthe peary sessias, the cafeece will sdit inopadld sessias. Eech prdld  sessson wil have pepers
presetedonaparticd ar tgocfdlomed by d scussion and questi ons. Acoference peck Wil be sert to parti d pants afewveeks
inadvace o thecoference, detalingthe agends, adaragenens. Erlyregstraiais alisedwthnunters strictly |imted
to A0

Sgested tqacs of the sessias i ke

* energy prices and energy denand * the economc inpects o the variass ‘flexdihlity neche
e energy regd aion ad taxation ris_ns’ (tradng, clean devel opnent nechanism etc.)
e structurd change in the energy business envisaged a Kyoto

e aher sessias rdaing to the thene wil be arraged

e CES e R LA L UL 2 e according to the pepers difered

e gowngintegration of WK and BJ energy narkets

/s wth previoss conferences ( The K Ehergy Experience: A Mael or Vdrning? ad The Intermatiod Hergy
Bqerience) papers preseted a the caoference wil be sdected for an edited vdune froma ngjor pldisher avalade a
addtiod oost dter the coference

The conference wil start a 12pmon Mnday 20" Septenber 1999 and will close at 4pmon Tuesday 21° Septenter.

Mal s and accommodation et § Jon's @llege, Ofad are included in the catference fee. There wll be a corference
di nner and recepti on on Mnday 20" Septentber inthe Qi | ege d ni ng roomfal | oved by an after di nner speech by Robert
Mabr 0.

The conference fee is £220 i ncl udi ng VAT ($UB 365 / Hro 315) for HEE and | AEE nenbers. For non-nentoer s,
the fee is £240 includ ng VAT ($UB 400 / Hro 345).

(Acocessioary rae is avalade to academcs, studerts ad persioners & arae o £140 [$.5230/ Hro 20)

Rgstration

Title(M/Ms/ M/ Mss/ Qher) Fami | y/ Sur nane

For ename Job Title

Lhi ver si t y/ Gonpany/ O gani sat i on

Addr ess

Rost (de Qountry Td N
Fax E M |

Referred nethod of paynent is by cheque payable to “BEE in sterling/dd lars/ewrcs to:
Ms Mry Scanl an (Adnini stration Secretary B B

37 Vodvi | | e Gardens Tel No: 0181 997 3707
LONDON V6 2LL, United Ki ngdom Fax No: 0181 566 7674




| AEE/ USAEE CONFERENCE PROCEEDI NGS - CORDER FORM

(Rguaion of Bergy: Intersecting Bsiness, Ecaonics ad Riicy
17th Anual North Anerican Gnference of the USAEH | AEE, Boston, Mssachusetts, Qutober 27-30, 1996
Snge \olue $65.00 - nenters $5.00 - non-nenfers

Ths pidicaionis 53 pages ad includes artides on the fd lowng top cs:

Regul ati on of Geenhouse Gases Latin Anerican Deregul ation

Mrket Pover inthe Uility Sector Uility Rstructuring and Ssta rebility

The Theory of Regul ation Econonics of QI QGonsunption

Uility Deregu ation Devel opnents Regul ation of Enissi ons

Eropesn Hectricity Inerretiod QI Issues

us Ol Rlicy UK Deregul ation

Inpact of Gs Industry Deregul ation Q1 and Gas Resource Devel opnent

Deregul ation and Qsts Economic I npact of Ewironnental Regul ation
Resi dentia Ehergy Gonsunption | ssues Fisca Issues in the Rtrd eumlndstry

Gad Hergy Trasitions: Wth Bwhasis an the Last Ave Years of the Griury
19th | AE International Gnference, Budapest, Hingary, My 27-30, 1996
Sng e \ol une $55.95 - nenters $75.95 - non-nener s

Ths pidicaionis 534 pages ad includes artid es on the fd lowng top cs:

Indcators of Energy e ad HEficiency Ehergy Srategy - 1s Gnpetition Really the S ution?
Energy Hficiency Energy Anal ysis and Mdel i ng
Envi ronnent and Ener gy Hectricity Ricing Rlicy
Hectricity Qnsuner Sde Interests Resources Anal ysi s
Gs and Qal M ket 0l and Gs Rlicy
Mdd e Esst Ol Asian Energy Mrket Devel opnent
East European Power Systens Devel opnent Investnents - Fnancing in Eastern Brope
Inegaion o Grird and Eastern Braope into the Bal tic Energy System Devel opnent
Into the Tnerty-Arst Griwry: Hrnnizing Bhergy Riicy, Bwviromert, and Ssta nabl e Econonic
QGowth

18th IAE International Giference, Veishington, OG Juy 58 1995
Sng e \ol une $5.95 - nenbers $75.95 - non-nentoer s

Ths pidicaionis 528 pages ad includes artides on the fd lowng top cs:

Hectric Power and Economic Devel opnent Ol ad Gs Eergy |ssues

Energy Prices and Aggregate Econonic Behavi or Bpiricd Sudes of Eergy Bficient Bhavior

Energy and the Bviromnent | &1 Adtonobi | e se of Gasdine and Aternative Fuel s

Ntural Gs Mrkets Geenhouse Gas Rolicy in Devel opi ng Economes

Energy, Gowh, Technol ogy and the Enironnent Bval uation of Wility Denand-S de Minagenent Frograns
Regiond Hficiency of Eergy Wse Rsks and Rents in Hectric Fover

Qnsequences of Hectricity Rdicy Rform Ol Reserves, Taxation and \Véa th

Estinating Energy Denand Behavi or Econ. Liberdization & Riitica Rform The Inpact on Ehergy

R R e T T T

To order, please sed your check paydde to IAEIn US ddlas, dam ona US bak to

Proceedi ngs O der Depart nent
International Association for Energy Econonncs
2870 Guagrin Bvd,, Se 350, Gevedand, (H44122 A

Foe 2164645366 Fax 216-464-2737 Enmail: iaee@aee. org

“(De)Regul ation of Energy: Intersecting Business, Economics and Rolicy” - $65.00 neners - $85.00 non-nenters

“Gobal Energy Tramsitions: Wth Enphasis on the Last Fve Years of the Gntury” - $55.95 nenters - $75.95 non-nenters
“Into the Tventy-Frst Gntury: Harnonizing Energy Rolicy, BEwiroment, and Sustai nabl e Economic Gowih' - $65. 95
nenfoers - $75.95 non- nener s
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The Jane Gxter Rize

The Bitish Institue of Eergy Economes, the Inerna
tional Associ aionfor Bergy Econonics and the Associ ati on
for the Qrservation o Hergy invite the suonssion of
essays far the 19989 avard of the Jare Garter Essay Rize
The prize for 1998399 wll be a cash avard of S $800
together wth a dage

Essays can be on ay aspect of erergy efficiency ad
coservaion or on aspects of generd energy and enviro
neta pdicy wich are rd evat to energy efficency. The
amis to encorage new thirking on these sugects. The
ephesis o the essay shoud therefare be on the pdicy,
raher thenthe sdetific o tedricd, aspects o the suject.

The conpetitionis guentoanyore uder theage of thirty-
five Essays shoud nat be nare than 8 000 vards | ong. They
can be besed on vark done far anather purpose, e g, an
acakmc thesis o pdicy report, but theresuts o thet verk
shoud be preseted in an aignd form The wning essay
wlil be cosidered far pldicaioninaraxge o energy ad
enviromenta journds.

Essays shod d be submitted in Bdish intrigicae ad
typed formby 30 June 1999 to

Mry Salan, Adnnistration Secretary

Bitish Institue of Eergy Econonncs

37 VWdodvi | | e Gardens

London V& 2LL

Lhi ted Ki ngdom

Each essay shou d include a 150 word sunmary. The
nane, address and age of the auhor shou d be on a separate
sheet which can be detached fromthe essay which will be
j udged anorynousl y. Minuscripts will not be returned.

CALL FOR PAPERS
Alied Scid St ence Associ ati ons Meting
Boston, MA — January 7-9, 2000

The |AE amua |y puts together a session at the ASSA
netings in early Jauary. This year's session wll be
structured by Grd B o the Glorado Shod of Mines.

The thene for the session Wil be Grrat Issues in
Energy Econonics and Mdel i ng.

If ywareineestedinpesatingp esse sed an dstract
of 200-400 vards to Grd Dehl at cadahl @nnes. edu by
Jue 0, 199, FHrd decisias wll be nade by Juy 15

For conplete ASSAnestinghigHligts pdessevisit hitp/
/v vander bi | t. edu/ AEA i ndex. ht m

Sxid Issie o The Energy Journal on Ad yses of
Koto Rrotocd Due Shortly

Dring 1998 the Energy Mdeling Forumat Sanford
Uiversity has been coordnating a set of standard zed
conpari sons of the energy-econonic consequences of vari -
ous i npl enentati ons of the Kyato pratocd on cli nat e change
pdicy. Thrteen nodding teas have participeted in ths
vark Aspedid issied The Bnergy Journal is pl anned whi ch
wll consist of apaper by each naddl i ng teamdescri bi ng key
irsigts dxaned fromits adysis o the staverd zed sce
nexios, as vl as fraomadyzing aher rd evat scererics.
Asoinduded wll beaninroductoy chepter laying au the
study design ad conparing noddl resuts for four core
scererios. The wde variety of nadd structures wil provide
arichsa o nodd comperisas ad pdicy insigts.

The specia issue will be edted by Jon Viéyart, BWF
Drector ad coord retor of the study. Hewll be assisted by
the ather nenbers of the study design — Hery Jacaby of
MT, Jae Eohonds of Batell e Northwest Nati onal Laboratory
and Rchard Rchds of HR.

Rbicaionis dared for My or early June. Mnhers
wo regl arly receive The Fnergy Journal wil recd ve cod es
o the specid issle as part o thar nanhership

Aex Kenp Appoi nted Oficia Hstorian of North
Sea Ol and Ges

Professor Aex Kenp of the University of Aberdeen has
been gopainted officid histaian fo Nrth Ssa Ol ad Gs
by Bitish Rine Ninster, Toy Bar. Aex is a log
standi ng | AEE nentber, one who has served as Eiropean
Eitor of The Ehergy Journad , and on vari ous avard conmit -
tes

The Rircipd o the Uhiversity of Aerdeen sad “The
sdection o Rdessor Kenp to udertake this OGficid
Hstayisauiqeadfittingrecogitiond hislogstad g
research vork on Nrth Sea al.”

Aex sees the undertaking as a unique ggortunity to
researchindgthnanyissuesrd aingtoNrthSaa | adges
wh ch have ot so far been fuly exp ored

The djective d theresearchis to produce a conrehent
sive, athaitaive histay of the deve opnent of LK North
Sa 0l ad Gs starting fromthe early 19680 s to nare recent
tines. Wileenphesis wll begventopdicy aspects, dl the
nai N issues invd ved in the devel gonert of the industry wil
be exanined. As an O@ficd Hstaian, Aexwll have access
todl dfidd pgos, idudngthose fdlimg wthnthe 3
yer rde Ths gwes the study its uiqe flaar.

Thevork shoud dreved insights oninportant topics such
astheggroechtolicesing thenongpdisticrde o the Gs
Qucil, the establishnent (and abdition) of BNOG the
inplenentation of procurenent pdicy, the inpact of the
spdid taxregnein 1o/ dedeionpdicy, theprivaizaion
o Bitish Gs, wether an ‘Ol Fund wves seriosly casi ¢
eed ad the ecoomcs o safety pdicy.

Thegppaintnent of Aexkenptothispositionisasigd
honor to one of our nenfoers.

CGrnpbel | Vit ki ns
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Rbicatios

Gs Liberdisation in Brope. Rice £ 30 Grtad:
Minagenent Reports, 1A, 8h Hoor, 29 Bessenden Hace,
London SAE 50R Lhited Kingdom Phone: 44-171-850-5103.
Fax:  44-171-850-510L

The Fture of the Eropean Hectricity Mrket . Rice £
39. Gxtact: Reports, 1A, 8hHoor, 29 B essenden
A ace, London SNE5CR Uhited Kingdom Phone:  44-171-850-
5103 Fax: 44-171-850-510L

A GQide to Rlicies for Eergy Qnservation. Riocs
$0.00. Qntact: Kay Wgt, Eoverd Hgar RBishing Inc., 6
Mrket Sreet, Northanpton, M\ 01060. Fhone: 413-584-5551
Feax: 413-584-9933 Enail: kwght @ € gar.comn

Turning Gf the Heat: Wiy Anerica Mist Doubl e BEnergy
Eficiency to Save Mney and Reduce Gobal Wirning. Rice
$6.9%5  Qntact: PRonetheus Books, 59 John Gemn Dive,
Aherst, NY 14228, Fhone: 716-691-0133. Fax: 716-691-0137.
Enail: pbooks6205@al . com

1A
EE

QG endar

10-14 My, 1999, Basic PRetrol eumEcononmics. Uiversity
of Dundee, Lhited Kngdom Qntact: Mira MKnay, Grtre
for Bergy, Retro. Add Nin. Law& Rdlicy, Wiversity of Dundee,
Dundee DL 4HN Scotland, WK Phone:  44-1382-344303.  Fax:
44- 1382- 345854.

11-13 My, 1999, Antitrust in Energy Mrkets: A QE
Accredited Qurse.  University of Wsconsi n-Md son.  Qrtact:
Wsconsin Rbic UWility Imstitue Foe 6082634180 Fax
608-265-2737. Enail: wou @us.wsc.edu

17-18 My, 1999, Energy '99 — 8" Annual Latin Anerican
Energy nference. HitonlaJddla Qrtat: Irgtitue o the
Aericas, 10111 North Torrey Anes Road, La Jdla, QA 92037
Fhone:  619-453-5560. Fax: 619 453-2165.

17-21 My, 1999, Wirld Fscad Awrysis for Retro eum
Lhi versity of Dundee, Lhited Kingdom Qitact: Nbira MK nl ay,
Critre for Bergy, Retro. Ad Nin. Law & Rdicy, Wiversity of
Dundee, Dundee DL 4HN Scotland, WK Phone:  44-1382-
A3, Fax:  44-1382- 345854,

1820 My 1999, Hectricity in Eropg 9. Brlin @-
nary. Qriact: Qrference Scretary, Hectricity in Brope ' 99,
I@, 8" Hoor, 29 Bressenden H ace, London SAAE SR  Phone:
44-171- 915-5103.

27-29 My, 1999, Pospects for Geaner Fossil Fels S/s-
tens in SQustainable Devel opnent .  Akara, Turkey. Griact:
US Brergy Associ ation, 1300 Rennsyl vania Avenue, NW Siite
500, Veshington, ODC 20004-302. Fhoner 202-312-1230. Fax:
202- 682- 1682.

7-9 June 1999, Hectricity in Erope Gngress '99. Balin
Grnany. Qntact: Qnference Admnistrator, |A, 8" Har, 29
Bressenden Hace, London SAME SR WK Pone: 4-171-915
5103.

8-9 June 1999, Hectricity in Hrope Gngress '99. Brlin
Grnany. Qntact: Q@nference Admnistraor, 1@, 8" Har,
29 Bressenden Hace, London SME 5CR WK Pone:  44-171-
915-5103.

89 June 1999, Gentral/East Eropean Gas Qonference.
WGQrxporate Hadquarters, Leipzig, Grnany. Qntact: Esther
Misoke, Quurse Administrator, The Aphatania Partnership,
Fodwel | House, 100 Mdd esex Sreet, London EL 7HQ Uhited
K ngdom Fax: 44-171-650-1401 Enai | : trai ni ng@ phat ani a. com

9-10 June 1999, BOAR Fover Mirkets: Hugging into the
Poverful Mdwest. Q@iunus, Qio, WBA Citact: FT Eergy
UBA 13111 NWReevay, Siite 520, Huston, TX 77040. Phone:
713-460-9200. Fax: 713-460-9150. Enail: conferences@ ener gy
usa. com

912 June 1999, 22nd | AEE International Conference.
Rone, Itay. Grtact: |AE Headquarters, 28790 Gagrin Bvd.,
Se 30 CGevdad H 412 Poe 216464-536. Fax 216
464-2737. EMil: ieec@aee.org W wwiaee org

14-15 June 1999, | npl enenting the Kyoto Protocad . Getham
Huse, London.  Qrtact: @orgna Wigt, Ryd Institue of
Internationd Afars, Getham Hbuse, 10 §. Jaes's Spare,
London SALY 4LE Uhited Kingdom Fhone:  44-171- 957- 5700.
Fax: 44-171-321-2045. Emeil: gwight@iia org

14-26 June, 1999, Ixth Internati onal Trai ni ng Programon
“Uility Rgdation ad Srategy.” Giresiille Haida Gn
tact: Rbic Uility Rsearch Grter, FOBx 117142, Mtherly
Hil 206, Uiversity of Hoida Ginesville AL 3611 Fhoe
3H2-302-3655. Fax: 3B2-392-77%. Enail: purcecon@l e. cha
ufl.edu WR:  wwwvcha ufl. edu/ ecd purc

17-18 June 1999, Rivate Pover inGntra Awrica. Seam
B scayre Bay, Nlanh, Harida, LBA Qtact: Regstration B,
CGrter for Bisiness Inteligence, 500 W Gnmings Park, Site
5100, Vdburn, M\ 01801 Fhone: 781-939-2438. Fax: 781-939
2490. Enail: regstrar@hinet.com

21-22 June, 1999 Third M1 I enni umPetrol eumQnf er ence.
London, WK QOntact: Fax  +27-11-782-3183 or +44-1372-
74747,

2-25, June, 1999, Internationa Fuel Bhano Wdrkshop.
Qdar Rpids, lova Qntact: Kathy Byan, Byan & Byan, Inc.
Fhone: 719 942-4353.

6-7Juy, Hropean Gs ' 99. Krasnapd sky Htel, Ansterdam

(continued on page 32)

Qonf @ ence R oceed Ngs
2st | AE Inter pationd Qxf e ence
Quebec, Canada My 1316 1998

The Proceedi ngs fromthe 2ist International Gxference of the IAE he d in Quebec, Grnada, are nowavai l ad e froml AEE
Hedqerters. Htitled Eperineting wih Freer Mrkets: Lessons framthe Last 20 Years axd Rrospects for the Fture, the

proceed ngs are avail abl e to neners for $89. 9% and to nomenters for $99. 95 (i ncl udes post age) .

Paynert nost be nade

inUS ddlars wth checks dramm on US barks. To order copies, please complete the fombed owand nail together wth
your check to. Qyder Departnent, |AEE Headquarters, 28790 Ghagrin Bvd., Siite 350 Geveland, CH 44122, BA

Name

Addr ess

Gty, Sae Mil Gde ad Quiry

Hease send ne __ copies @$39.95 each (nenber rate) $99.95 each (nonnenher rate).

Total encl osed $

Ceck nust bein US ddlars add dran on a US bank, payab e to | AE

3




Gl endar (cotinued frompage 31)

Crxtact: Goba Business Giferences, Sycanmre House, 5 Sy-
canore Sreet, London ECLY 0SG Uhited Kingdom FPhone:  44-
171-608-3491.  Fax:  44-171-490- 2296.

August 29 - Septenber 1, 1999, 20th USAEH | AEE Annual
North Anerican Gonference - “The Sructure of the Energy
Industry: The Qly Qnstant is Gange.” OQlaxb, Haidg
WA  (ontact: USAEH | AEE Headquarters, 28790 Chagrin
Bvd, Se 30, Gevdad OH 4412 Fore 216-464-5365.
Fax: 216-464-2737. EMil: iace@oec.org UR: wwiiaee org

15-17 Septenber 1999, PowerTrends. Hilipdres. Qrtact:
Aice @h Rgect Mrneger, Interfama Inernstiod Re Ltd, 1
Mritine Suare #09-36 Virld Trade Gentre S ngapore 099253,
Phone: 65- 2766933. Fax: 65- 2766811. Enail:
W2608@i ngnet . com sg

22-24 Septenber 1999, 2™ Internationa Energy Synpo-
sium Sift Gsiach Astria Grtact: D. A Ruer, \&budd an
GibH Kohl dorfer Srasse 98, A9020 Kagenfurt, Austria  Fhore:
43-1-536 05-32560. Fax: 43-463-23 97 29. Emal:
reut era@er bundpl an. at

26 Septenber — 1 Gtober, Natural Gas: The Conmerci al
adRliticd Gallenges (AphataniaTranngQuse). Ciddak
Witshire, Bgand. Gntact: Esther Misoke, Qurse Admnistra
tor, The Aphatania Partnership, Rodwel| House, 100 Midd esex
Sreet, London EL 7H) Lhited Kngdom Fax: 44-171-650- 1401
Enail: traning@ phatan a. com

28-29 Septenber 1999, 1999 Natural Gas onference.
Mrtred , Qebec, Grada. Qrtact: Industrid Gs Wers
Mescciation Phore 613-236-8021 Fax: 61323009531 Enail:
i gua@qgua. ca

18 Gctober 1999, S\S Ehergy Day 19990 Qorporate
Restructuring of the Gobal Ehergy Industry: Driving Forces
and Inplications. Sockhdm Seden. Qrtact Judt Whdl,

Pone  46-8507-025-74. Fax:  46-8507-025-45.

18-20 Qrtober 1999, Hydropower into the Next Gentury.
Guonden, Asstria  Gntact: Aga-Mda Internationd Ltd,
st nead House, 123 Véstnead Road, Sutton, Surrey, SV 4JH
Lhited Kngdom Fhone  44-181-643-4727. Fax:  44-181-643-
8200. Enail: conf@ydropover.cix. co.uk

26-28 (etober 1999, PoverMrt '99. /Astrofrena, Huston,
Texas. GQxtact:  FT Ehergy, 13111 Northvest Ry, Site 520,
Houston, TX 77040. Fhone:  713-460-9200. Fax:  713-460- 9150.
LRl waw power nart. com

2628 Interactive Bergy "99.  Adams Mrk Hitel, Huston,
Texas. Qtact: Zeus Devel ogpnent Gxrporation, 2424 Wi crest,
Site 250, Huston, TX 77042 PRone 713-952-9500. Fax 713
952-9526. LR:  wwwvinteractiveenergy.com

27-30 Qetober 1999, 2™ Internetional BEdibition on Hec-
tric Power Equi pnent and Technology. Sega, Gina Qn
tact: Qystd Qen Rgect Eecuive Akde Rpe Inc., 4F
Sanhope Huse, 734 Kings Road, North Raint, Hng Kong. P
408- 986- 8384. Fax: 408- 986- 1580. Enail:
adsal eusa@or | dnet . att . net

7-12 Novenber 1999, The Gas Chain: FomReservoir To
Burner Tip (Aphatania Training Qurse) . Ciddak Wtshre
Bgad Crtact: Esther Msoke, Gurse Admnistrator, The
Aphatania Partrership, Rodeell House, 100 Mdd esex Sreet,
London EL 7HQ lhited Kingdom Fax: 44-171-650-1401.. E
nail: trainng@ phatania com

7-10 June 2000, 23rd |AEE International Qonference.
Sydney, Asstraiia Gntact: | AE Hadquarters, 28790 Gagrin
Bvd, Se 30 Cevdad OH 412 PRone 216-464-5365.
Fax: 216-464-2737. EMil: iace@aece.org IR wwiaee org

23-28 July 2000, BENERCEX ‘ 2000 onf erence, Las \égess,
WA Ontact: D. Gen 2ou a fax 2199892898, e-nail:
ozhou@al unet . purdue. edu or . Bian Gl chert at fax: 630-252
5210, Enail: brian g ochert @nggate. anl . gov

| AEE Nevisl et ter
Vol une 8, Second Quarter 1999

The |AE Nsletter is pudlished quarterly in February, My, August and Noventer, by the Energy Economics Educati on Foundat i on

for the | AEE nentoershi p.

Itens for pudication ad edtaria inguiries shoud be addressed to the Eitor a 28790 CGegrin B evard,

Site 350, Geveland, QH44122 FA FAoe 216-464-5365, Fax: 216-464-2737. Deedine for copy is the 1st of the nonth preced g
pdication The Associ ation assunes o resporsibility for the cotet of artides cotaned herein Atides regresent theviens o athars

ad nt necessarily those of the Assodaion

Qntributing Editors: Paul MAd e (North Aerica), Economist, USDepertnent of Energy, Gfice of Riicy, Haming and A ysi s,

FES0, Veshington, DC 20585 WA Td: 202-586-4445 Fax 202-586-4447.
Mrshall Thonas (Indwstry) 3 Qtley Arenue, Lava lette, NJ 08735,

London VB 2LL, WK T 44-81 97 3707, Fax 44-8l 566 7674
USA 7@ 908793112, Fax: 908-793-3103.

Adverti senents:

Tory Sanlan (Esstern Erope), 37 Wodville Grdens,

The | AEE Nvsl etter, wichis rece ved quarterly by over 3300 energy practitioners, accepts advertisenents. For

infornation regard ng rates, design and dead ines, cotact the | AE Headquerters at the address be ow

Mnber shi p and subscriptions natters:

www. | AEE@ AEE. or g

Qrtact the Internati onal Associ ation for Bergy Econonnes, 28790 Ghagrin Boul evard,
Site 30, Gevdland, GH 4412, (BA Tdephoe 216-464-5365, Fax: 216-464-2737, erdil: | AEE@AEE or g;

Honepage: htpl//

Qopyright : Te /AAENVs efter isnot copyrigied adnay bergrodcedinwde o inpart wthful credt gventothe Interrati od

Pssoci ation for Energy Econonncs.
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BEnergy Econonics Educati on Foundation, |nc.
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