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Synopsis

Electricity Restructuring and New Energy Businesses Over seas

Toshiyuki SUGIURA

Restructuring of the electric power industry proceeds in many countries around the world at various speeds and under diverse trading
arrangements. In Germany and other parts of northern Europe, the market is functioning well and the price of wholesale electricity is dropping.
In the United Kingdom and some parts of the United States including California, however, the original plan is not proceeding as expected, and
in some cases, trading arrangements have been revised or restructuring frozen. Success in electricity restructuring is not smply a matter of
selecting the best trading arrangement. It is also dependent on the market environment, i.e., the number of electric power companies, market
scale, type of power sources, balance between supply and demand, and electricity price levels.

In the United Kingdom, the electric power market had operated for about ten years under a forced pool-based trading arrangement, but
wholesale prices did not drop as much as expected. This situation led to the introduction of New Electricity Trading Arrangements (NETA) in
2000 resulting in the abolishment of the pool-based system and greater choice in trading. Wholesale prices in 2001 fell by 40% compared to
1998 levels.

Meanwhile, in the state of California, a weak power infrastructure led to an imbalance in supply and demand resulting in a jump in whole-
sale prices and a collapse in the power market. On the other hand, electricity restructuring in Pennsylvania, New Jersey and Maryland (PIM)
and Germany is proceeding in arelatively smooth manner.

New businesses such as multi-utility companies and metering services are appearing as a result of restructuring, but great success stories
have yet to be heard.

In summary:

(2) A universal, optimal market model for electricity restructuring does not exist.

(2) Electric power price drop immediately after restructuring.

(3) For pool-based electricity trading arrangements, the presence of a powerful market player means that prices can be easily manipulated.

(4) Restructuring is more successful under trading arrangements with fewer regulations.

(5) In actudlity, existing power companies and their affiliates are strong.

(6) While the appearance of many businesses was expected with the restructuring of the electric power industry, new enterprises involved

in the large-scale development of energy businesses have not been seen since the collapse of Enron Corporation.
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