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Presenter
Presentation Notes
Good morning.

I am Ja-yoon Koo, the chairman of Korean Electricity Regulatory �Commission.



I am extremely happy for this opportunity to share my time with all the APP member country personnel who are attending the third forum on energy regulations and market development.



I will introduce our regulations and policies around electricity industry.
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Presenter
Presentation Notes
This slide shows power transmission network in Korean peninsula.

The transmission  network is mainly composed of 345kV lines.

 

Recently 765kV power transmission line was partially constructed.

We have a plan to extend 756kV network in the near future.
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Presentation Notes
Last year, Power demand of manufacturing sector was 207GkWh, which was more than half of total demand.
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Presentation Notes
Peak demand recorded about 70GW in last summer. 



It increased 4.6% compared to the peak demand of previous year.

Every year, Peak demand has written new record as much as electric power demand. 



In order to supply electricity stably, Korea ensures electric power preparation rate of annual 6.5% and more.
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Second, I will talk about the Korean power market and major policies.
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Korean power market has grown up rapidly.

According to the government's renewable energy policy, the number of renewable energy operators have increased by 4 times within 2 years. 

As you can see it in the graph, the amount of electric power transaction and transaction volume have been also steadily increasing.
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I will tell you about the renewable energy policy in Korea.

The Korean government established a basic national energy plan in 2008. It planned to increase the proportion of renewable energy continuously to 2.98% in 2010, 6.08% in 2020, and 11% in 2030.

However, the proportion of renewable energy in power industry is currently very low, which shows 1.7% in terms of equipment volume and 0.7% in terms of trade amount.
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Wholesale market price of electricity has been rising continuously. 



As you see in the graph on the right, market price rose steeply in 

2008 due to the rise of fuel price. 



Since fuel price has stayed high, the market price has increased 

around 11% in 2010.



The retail price has been rising hand in hand with the rise of wholesale price. 



But the level of increase is lower than the wholesale price. 

This is because the government is regulating retail price.



The regulating policy of the government is causing financial loss 

for KEPCO, the Korea Electric Power Corporation, which is the 

single supplier of electricity in the country.
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2000

2001

» The Gov’t established the master plan for restructuring of electricity industry
= The Nat’'l| Assembly legislated for restructuring plan

» Established KOREC(Korean Electricity Commission) and KPX
(Korean Power Exchange)

» Separated generation sector of KEPCO into 6 Gencos
- 46% of labor force and 55% of assets liabilities of KEPCO were transferred
to Gencos

= Completion of 15! stage restructuring plan

2002

2003

2004

= Set the detailed restructuring plan for the 2"9 stage

- Tried to privatize one of the 6 Gencos
- Tried to unbundle the distribution sector from KEPCO

= Stopped privatizing a Genco due to economic recession
- The market value of stock estimated less than the face value

* The Gov’t announced suspension of the 2" restructuring plan
= Suspension of 2"d stage restructuring plan

2008
2010

» Declared not to privatize power industry by Gov't

= Announced [ The Advanced Plan for Power Industry(by Gov’t)
- Present a direction to strengthen a competitive and open-door policy
- It will be implemented gradually considering political environment
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Now, let's take a look about the restructuring process.



The Korean government enacted a law related to restructuring of 

the power industry with the goal of strengthening competitiveness of the industry in 2000. 



In 2001, the Electricity Regulatory Commission and Korea Power Exchange were founded to put the government policies into action and first stage restructuring, which divided the power of KEPCO 

into six subsidiaries, was completed. 



Second stage restructuring started in 2002. A policy was pursued to privatize the six subsidiary gencos of KEPCO and divide supply 

fields, but it was postponed in 2004 due to multiple reasons

 including a bad economy. 



In the end, Korean government announced the advanced plan for power industry. This plan present a direction to strengthen a 

competitive and open-door-policy.
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Recent Policy/Chianee

Government announced
1The Advanced Plan for Power Industry(] (Aug.24,2010)

= Maintain the current competitive and open-door policy
In power industry

* Prepare the retail competition infrastructures

« 2011 : OperatinglThe Fuel Cost Adjusted Tariff
Mechanism(

« 2012 : OperatinglThe Voltage Based Tariff System(]

« Sorting the accounts of KEPCO to transmission,
distribution, and sales parts, etc.

= An introduction of the retail competition has not been
definitely decided yet
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I will introduce the recent change in regulations.



As I mentioned earlier, the government announced a advanced plan for electricity industry in August, this year.



The main point is to maintain recent competitive system and apply open-door policy.



It has not been decided yet whether a consumer-level competitive structure will be introduced or not



A linked system for electricity and fuel cost will be put into operation from 2011 and a voltage-based price system will start from 2012 in order to establish an infrastructure that prepares for consumer-level competition.


E .
Recent Policy Chanye

» Strengthen the competitions in the generation sectors

* Increase the autonomy and the responsibility of 6 Gencos

 Facilitate the competition among 6 Gencos

« The 6 Gencos will be supervised by the government directly,
not by KEPCO

» Consistently develop the electricity market along with the
current framework

Prospecis
= Current government doesn’t want abrupt change of the
Industry framework

= Restructuring will be gradually implemented in the long term
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In addition, there are plans to increase business management responsibility and autonomy in order to strengthen competitiveness.



Competition will be stimulated by the government.



Restructuring will take place gradually from a long-term perspective because the government does not want sudden changes in the industrial structure.
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Countermeasuresi (@

/ Efficiency Improvement, Renewable Energy

4 Adoption HiAI

/ Retrofit of Old | Efficiency
. PowerPlant, = Facilities,

. Fuel Switching ow Carbon Tec

@ Gas Turbine Up-rate,

Coal — LNG
@ IGCC, USC (Ultra Super Critical),
PFBC (Pressurized Fluidized Bed)
,: Combustion , etc
Reﬁésvzrﬁleognergy @ Expansion of Nuclear Power :
o 36%(’08) — 52%(’20)

@ Positive Participation of Government’s RPS Policy
— Government Guideline : 3%(’12) — 10%(’20)
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In the future, Korea will form optimal generation mix considering 

economic efficiency, technical development level, CO2 reduction cost, characteristics for each power generator, etc. 



By 2022, nuclear power and renewable energy will take more ratio. We prospect that nuclear power generation will exceed coal power generation.



Korean government expects that it costs about 3,700 billion won to achieve such energy mix policy.


Renewable Energy el

RPS (Renewable Portfolio Standard) will be operated in
2012

* Imposes compulsory renewable capacity to the generation
companies

= TOo be enacted in 2012

Major details

= This obligation will be applied to the companies above 500MW of total

capacity (i.e.,14 generation companies today)
Ao SrRENEWabIe Energy Supply Schedule> |, ... ...

Ratlo(% 2.0

* Solar has special target within total RPS schedule

Generation ;¢ 657 841 1,038 1,248 1,472 1,708 1,958 2,221

el CD)

Extra cost by RPS will be shifted to distributor through market
system e
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I will introduce RPS which is the key subject of renewable energy policy.

The government plans to introduce a RPS, Renewable Portfolio �Standard policy, that replenishes a portion of electricity generated by power companies with renewable energy, starting in 2012.

The duty to produce renewable energy will be assigned to 14 �power companies which have 500MW of equipment or more

The amount of renewable energy power will be traded as RECs, �Renewable Energy Certificates, in the electricity market.

The mandatory volume of renewable energy power will start at 2% in 2012 and gradually increase to reach 10% in 2022. 



In addition, a separate duty will be assigned as part of the total �mandatory RPS volume to develop the solar energy industry, and a system is being prepared to reflect the cost from conducting the RPS policy in electricity bills.
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@ Individual

/ Establishment of Infrastructure

/ Inventory :

System

Implementation by Gencos,
KOWEPO : ’08. 11 ;
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f Trade of

' Emission Right |
encos — KPX:

f ocHe \

Management
System

@ Estimation &
Registration Program (2006)

@ Management System of
Mitigation Potentiality (2009. 1)

@ 2008 : 15t Exhibition Project
— 2009 : 2"d Exhibition Project
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Countermeasures(ss)

,_( R&D for Low Carbon Energy ),_ -

e Goal : Securing Source Technology
¢ Investment : 467 million $ (2001-2014)

CCT Renewables Infra

~(___ Drive of CDM Project ) “

¢ UN-CDM : 13 Project, 146,000ton-CO,
¢ Domestic-CDM : 16 Project, 691,000ton-CO,

26



Outlook COz Emissioninikerea

N

@ Continuous Increase in CO2 Emission according to Increase of

Power Generation — Limitations on CO, Mitigation
¥ Generation Volume in 2020 : 518 TWh — 42% Increase versus 365 TWh in 2005

"(Amount of GHG Emission on the basis of BAU).
_ ‘ J

500,000

400,000

Jooo00

200,000

100,000

(GWh)
o000

el Total Bl Thermal —=C02 Emission

Thermal Power Generation

L 300,000

(1,000ton-CO,)

B U IVR ]

L 200,000

L 100,000







Smart Grid Vision o KerEas

Low Carbon, Green Growth Korea
Goals for 2030 ”

.ﬂ : :
Energy PHEV and EVs
Efficiency Deployment
oo 24% 1% 0 2.4mil
o-1% ¢ m /IJ
. 08 30 T '30
\Compared with 2006) | Percentshare ) ([ Numbers )



Presenter
Presentation Notes
In 2008, the Korean government launched a national vision known as “Low Carbon, Green Growth.”



To this end, the nation is aspiring to achieve a better energy efficiency, a wider use of renewable sources of energy, and an innovation in low-carbon, green technology. 



More specifically, it has plans to increase energy efficiency by 46.7% compared with 2006, and expand the use of renewable energy sources up to 11 % by 2030. 



In addition, we also have plans to increase the number of hybrid and electric cars by up to 2.4 million in total.



 What is crucial here is, all of the plans I’ve just mentioned can be possible only with a stable supply of power by constructing nationwide Smart Grid by 2030. 








Korea Is pursuing the Smart Grid initiative as a national
~ policy to achieve the vision of “Low carbon, Green growth.”
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LERELELREY
ARTREANALLA

President Lee Myung-Bak announced in August
éS, 2008, Korea’s new national vision,
“Low Carbon, Green Growth.”
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A smart grid is being pursued as part of the national policy to reach the national low carbon green development vision. 
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Why Smart Grid in Kerear

& Smart grids encourage consumers to save energy and provide physical infrastructure

for the deployment of electric vehicles and renewable energy

Renewable Energy
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The following reasons answer the question of why Korea needs to pursue a smart grid. A smart grid is an excellent method to �increase energy efficiency and counteract to climate changes. 



A smart grid encourages consumers to save energy and provides a physical infrastructure to supply renewable energy and electrical cars. 




=
Smart Grid Strategy. — -

4 ’ N
o Smart grid in Korea is not just limited to build intelligent grid, but also expands
into new value creation from the national business perspective.
© Smart grid in Korea is the green growth platform.
\. -
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Optimizingenergy,
efficiency by upgrading
power grid with ICT
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Before talking about the Korean roadmap, I’d like to mention the definition of smart grid in Korea, which I believe might be a little bit different from that of other countries.



As you can see on this slide, smart grid in Korea is not just limited to build an intelligent grid, but expands into new value creation platform that other industries could build upon. That’s why we call smart grid, the green growth platform in Korea.


Smart Place Smart Renewables Smart Transportation
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There are five domains in the Smart Grid Roadmap. 



Smart Grid Platform is based on Smart Power Grid and Smart Electricity Market.



Smart Power Grid here refers to an Intelligent Grid Infrastructure, while Smart electricity market is trading system of smart grid.



On top of these two domains, smart place, smart renewable, and smart transportation work together to create a low-carbon green technology and a new business model.


> k.
National' Smart gridiReadiald)

Expansion of smart city
abling consumer)

Construction of
a smart green city

Completion of
nationwide Smart Grid

Dbjectives

1st phase (2009220 ] 3rd phase' (20242031

— <@ < v o>
Jeju Test-bed Smart Green city 100%AMI Nationwide
Project declaration penetration Smart Grid
commencement : completed

Fi
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Future schedule is as followed:



For the key objectives, for example, a nationwide Advanced Metering Infrastructure will be established by 2020. 



A nationwide Smart Grid will be completed by 2030. 



For the latest project, let me briefly touch on the Je-ju Test-bed project from now on. 


=)
Jeju Testhed Preject ( orinitiz 6,000 nousas)

Smart
7 Green Homes

;%Ii Smart
P Transport

Smart
Renewables

The three targets of Proof
1 Business Models
1 S.G Technologies
1 Feasibility on S.G City

4 Schedule: December 2009 to May 2013 (first 18 months to build infrastructure;
next 24 months to test integrated operation of smart grid)

W Location: Gujwa-eup, Jeju Island (185 km 6,000 households)
4 Budget: $200 million ($50 million’ public funds; $150 million private investment)
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Jeju Island has much potential to be a carbon free island.



Renewable energy research complex is located in the island. (Korea Institute Energy Research)



It has abundant renewable energy resources, wind power, solar power.



Separate power system from mainland has been driven with excellent reliability. 



It has advantage for PR as tourist attraction.



It is easy to Improve legal/institutional framework as special autonomous province.
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- Integrated test bed
- Close collaboration between public and private sectors
- Verification of different power market models

- Participants: Korea Electric Power Corporation (KEPCO) plus automakers,
telecommunications companies and home appliance manufacturers

- Includes major companies such as LG, SKT, KT and Samsung
- Open to foreign companies

=


Presenter
Presentation Notes
What you see on the screen now is a bird's eye view of the Jeju Test bed Project.



The Jeju test bed project pursues cooperation of public and private sectors as a combined test bed.



This project would help the verification of various electricity market models.



Participants of the project include KEPCO, automobile makers, communication companies and household appliance manufacturers, and there will also be opportunities for foreign companies.




International CoepRENAGIS

KoneanfGovernment Completed the MEF Smart Grid/RoadgMap
Inj@ooperation with Italy (July 2009 to December2009)

f Korea’s proposal for closer international cooperation

W& Needforjoint R& D, test-bed projects, capacity buildingand information sharing

4 SmartGrid Working Group, proposedby Korea,needstobelaunchedatan early time

& Koreawill provide all necessary support,and will share the results of the Jeju
Test-bed project
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Korea is also making international cooperation endeavors to pursue the smart grid.



The Korean government announced the MEF smart grid road map jointly with Italy in July, 2009.



A more specific explanation of Korea's proposition for closer international cooperation would be to say Korea needs to structure a smart grid working group quickly because of the need for joint research and development and information sharing.



And Korea prepares not only to share the results of the Jeju Test bed Project, but also to share all necessary resources.
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/ Legal status

-Korean Electricity Regulatory Commission is formed within the |
Ministry of Knowledge Economy

(MKE) power procurement, smart-grid, energy consumption, R&D
(KOREC) restructuring, tariff, climate-change, power system

-The Electricity Commission has a secretariat to carry out the affairs
of the Commission

/ Mission

-create a fair and competitive environment for market participants
-monitor the electricity market

-pursue the restructuring of the electric power industry to better
serve consumers

-protect consumers from illegal activities of market participants

A\
S B

i - 2

- e i, "y

i Tl I T o
-~ & i Fia. e,
g ok E ol o 4 2 S b
- g = _ il 2 " ", "

& = OF uF L F-F-F-R- R F-R-R- R
» X L=

poadacadalalal,

S
N

e
4.

L
A ,r;

:,;

Yy
v

T ™

W 2 i 0 - G o, i, ™
o> L= - e e N T N
L=y -] e


Presenter
Presentation Notes
Please, let me introduce Korean Electricity Regulatory Commission.



KOREC is formed within the Ministry of Knowledge Economy, which covers industry, trade and energy.



And, we have missions of 

- Creating a fair and competitive environment for market participants

- monitoring the electricity market

- pursuing the restructuring of the electric power industry to better  serve consumers

- protecting consumers from illegal activities of market participants
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This completes my presentation on the overall Korean electricity industry.



Thank you for paying attention for such a long time.



Please feel free to ask any questions you may have.







If there are no more questions, I will end my presentation here.
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