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EPower Regulatory Approach


Public Process
· Streamlining development and permitting processes and creating fair and transparent transmission access require a full regulatory review of the electricity industry and additional reform of various laws. 
· Plant development and safety regulation would be included in the upcoming review of electricity. Nevertheless, this review would take a couple of years and would be unlikely to ensure a coordinated policy across the various ministries with jurisdiction over the wider process.

Coordination of EPower Commercial and Regulatory Activities
· Even with a positive deregulation policy, the lengthy process involved will not help EPower’s short-term prospects. A separate approach needs to be developed that will promote EPower’s current business activities.
· Close cooperation is needed between EPower commercial and regulatory activities. Since both affect each other, all action should be approved by both groups and must be directed towards the same aims. 

Early Approach to Transmission Access. 
· Owing to utility control over transmission access, considerable regulatory risk exists. 
· A more detailed assessment of transmission access should be included in the initial site assessment process before decisions are made to pursue projects. 
· Informal discussion with the local utility is needed before the official application for wheeling. Efforts are needed at least to ascertain the utility’s basic position on access for a particular site for the pre-feasibility process.

Wider Risk Assessment in Pre-feasibility Studies. 
· E-Power needs to expand risk evaluation in its early analysis of site potential, with full involvement of regulatory staff. Scheduling of projects needs to include this early analysis, particularly:
· Transmission access
· Land ownership/acquisition issues
· Environmental assessment and other potential environmental characteristics
· Fishing rights

Proposed Approach. 
· Two regulatory approaches are outlined on following pages:
· Short-term activities to expedite ongoing E-Power projects
· Medium-term activities to streamline process for independent power plant development



Short-term Activities to Expedite Ongoing E-Power Projects



Transmission Issues	Initial Timescale: Three months

Stage 1 	Timescale: One month
1. Further understanding of rules and physical system
i) Review:
· Details of all EPower exchanges with utilities: Chugoku, Kyushu, Tohoku, (Tokyo)
· Utility Rules
· Compare utility rules and catalogue differences
· Electricity Fair Trade Guidelines
· Determine relevance to transmission access
· Confirm avenues of redress
ii) Develop:
· Japanese transmission model (David Mason, London; timescale: two months?)
· Specific understanding of transmission issues in each local network

2. Further understanding of METI’s views and interpretations
i) Ascertain:
· Interpretation of rules and criteria for utility decisions
· View/expectations of new entry in generation (distinction between utility/non-utility plant, understanding of importance of incentive for investment) 
· View of relationship with fair trade issues
· View of information disclosure
· View of dispute resolution

3. Determine approach for each utility
· Basic stance based on project characteristics
· Potential counter-arguments

Stage 2 	Timescale: Two months
1. Approach Utility
i) Initial high-level meetings
· Determine most effective method of arranging meetings with each relevant utility (e.g. political intermediary, direct contact)
· Arrange meetings for John Sherriff with utility CEO’s
· Show understanding of rules and system
· Explain role of new entry generation and METI’s view of it
· Emphasize need for cooperation
· What the system will allow?
· What room is available for cooperative approach?
· Who is responsible for system expansion?
· Request continued meetings
ii) Working-level meetings
· Aim to develop discussions to allow for connection of major plant to existing grid (including connection beyond local utility area), joint approach to grid expansion, possible downsizing of project
· Discuss potential fair trade issues


Stage 3 	Timescale: Six months
1. Review
i) View viability of projects in light of utility discussions
ii) View transmission issues in view of fair trade guidelines

2. Determine position and potential options 
i) Continued discussion with utility
· Cooperation for grid expansion
· Project downgrading
ii) Approach to METI 
· Request for advice 
· Request for information disclosure
· Request for direct support based on fair access to system
iii) Approach to Fair Trade Commission via METI (two to three months)
· Informal discussions (2 – 3 months)
· Formal complaint (6 months)
iv) Project restructuring



Plant Development Issues	Initial Timescale: Three months

AOMORI
· Ensure joint approach between regulatory and commercial staff.
· Involve regulatory staff in direct discussions with Aomori Prefecture.
· Ensure pro-active approach to pre-empt potential issues wherever possible

1. Land Exclusivity
· EPower has requested prefectural government to provide solution for acquisition of national land and has stated intention to cease development activities until issue is resolved. The local official responsible for discussions with EPower has committed to working on this issue 	(EPower Estimated Timescale: Six months)

i) Check for progress on a regular basis.

2. Fishing Rights
i) Confirm Prefecture’s willingness to support view that additional payments are not required.
ii) Establish contacts with fishermen’s union via Prefecture to begin process to gain agreement that additional fishing right curtailment will not occur.



UBE
· Ensure joint approach between regulatory and commercial staff.
· Involve regulatory staff in direct discussions with Yamaguchi Prefecture and Ube City.
· Ensure pro-active approach to pre-empt potential issues wherever possible.

1. Fishing Rights
i) Enlist support, as planned, of Ube Industries as soon as possible.
ii) Approach Prefecture (and City?) to gain view of issue and to confirm procedures and costs.
iii) Re-establish contacts with fishermen’s union via Ube Industries and Prefecture.
iv) Move negotiations to gain initial agreement that will ensure smooth implementation of environmental assessment field survey.
v) Start process to estimate costs.


OITA
· Ensure joint approach between regulatory and commercial staff.
· Involve regulatory staff in direct discussions with Oita Prefecture and Oita City.
· Ensure pro-active approach to pre-empt potential issues wherever possible

1. Blocking by Governor
i) Use initial meeting with Kyushu Electric CEO to discuss EPower’s plans and gain understanding.
ii) Transmission feasibility needs to be addressed as soon as possible.

2. Endangered Species of Dragonfly
i) Confirm pond-moving process with Showa Denko.
ii) Ensure an open process regarding EPower involvement, i.e. that involved bodies are aware that Showa Denko will sell the site to be used for power plant development by EPower.
iii) Request participation in discussions with Environment Ministry to confirm view its understanding that the pond may be moved without guaranteeing that the dragonfly has successfully migrated.
iv) Undertake initial discussions with METI, Environment Ministry and local government to explore effects on the environmental assessment process. 


TEIJIN
· Ensure joint approach between regulatory and commercial staff.
· Involve regulatory staff in direct discussions with Teijin, regional and local government.
· Ensure pro-active approach to pre-empt potential issues wherever possible

i) Determine division of responsibilities between Teijin and EPower in regulatory processes.
ii) Determine requirements of EPower in completing regulatory processes.
iii) Ensure regulatory requirements can be achieved within schedule.







Medium-term Activities to Streamline Process for
Independent Power Plant Development

Timescale: two years

Development Permitting Process and Transmission Access

Methods
1. Promote understanding of power plant investment issues within the Japanese government (political parties and METI)
2. Include issues in upcoming public review process of electricity industry and propose creation of a centrally coordinated body to expedite power plant development
i) Create under METI or in a new independent regulator (proposed by Enron and Brattle Group)
· Basis for jurisdiction is METI/regulator’s mandate to ensure system security and non-discriminatory access.
· Propose national and regional coordination to ensure inclusion of important local influences.
Regional Government 
Local Government
Related Ministries 
Central Coordination Body
METI
Designated representatives in regional METI Bureaus
Independent Regulator













Stage 1	
1. Advocate support in government (focus on LDP, also develop relationships with Democrats and Liberals), METI and Deregulation Council (under Cabinet)
· Need to ensure plant development in deregulated environment
· Use California argument to emphasize need to ensure investment can be carried out smoothly 
· Point to slow down of utility plans, difficulties in plant siting
· Equal treatment under Japanese law
· Discriminatory system in favor of incumbents
· Utilities do not distinguish between public interest plant and plant for competitive sector
· Use of transmission network is crucial for independent generators
· Access to all facilities must be given equally to all generators to prevent discrimination
· Expansion of network must be non-discriminatory

2. Use political relationships to advance bureaucratic (METI) process. 

Stage 2	
1. Commence advocacy with politicians and METI to include these issues in the imminent regulatory review of the electricity industry and for Enron representation on committees

2. Commence advocacy with Electric Utility Industry Committee (official policy making body for electricity industry) members.

3. Promote issues on Electric Utility Industry Council.

4. Keep US government informed and advocate inclusion of issues at US-Japan government levels
· Difficulties of investment by US company is potential USTR issue
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