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st #le]l St ErbHete] dEAan s JuAQl Aol e k. ¢

F7E FAEAD w=ol| A o} (EEAFLIZE Ao AR
S oAl A% b(municipalization) SHAHE = 2] vhA] Eﬂ—rﬂ ATt
RIS R o I A R e
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AR Ee] Aoz Fre WdstE A&H o7 FH3ly

o FaARC] 22EA ABHEE stolof Ak AL
)

©

o
to o op

GSIIRE A4 98t A= 2002 108 Al E skt FHES JdAd

Aol Pr;%sav}.

3) A EYolF= 1996 AHAIF AFAAAAES =dstar 19980l = AHAA S EeHm
fbatsict. s E M %i(wholesale market)©] AHfrste o] #AA =& FHE F UA =HA
AA Ao AZhS AAEAY £ - uAd Aol A7) EFAT Wa AES Aakse A b
AHEo] AALE o2 WHALS HMAY wids MR MA EHEE 5 #2 TR
o 2000 ¥ 7tavbA ] A Rl Had g B5 5 FFo] EGAAAA =

Zl&wel S ol &
o] kA e o=tk

= or

Abol et Avl 2 F(retail rate)> TZ2AH ANE o] HAHAA A

A= A E Yol A g 1/39 Alde] 9
4“4 AR E skt otk JRE B, MEIG e 2 A 2, HEERETEL, 2001, 6~
7@;140} SHEAEE 2001 12 79 Hx AAAL o|F AE/A AHA e E<H
o2 s Syl A= e E Yol AL dd g e FRT
=2 )l W] olyEt HEE AN sA A A FQd2
At whE =Z2SFo e Ngsd ARG ATE AR S o] 43
H3Fe T o] Hdolgtn FASIATE AAR AEAIF AA=EE
“ 9 & Abdo] w7 = itk 2003 FERC ZAMR. A= A
AAA gl ARA, A8 ARk Azl ¢
Aoz Zgsle] TAY dojd F jle g9

&
£ 3F (perfect storm) o] Ak AlolQltt.  Wikipedia, "California Electricity — Crisis.”

_Il)l

<http://en.wikipedia. org/wiki/Califomia_energy_cns1s> a3 v e AgEYolgees &
g Adwyol midUE wAx| dEtdlo], 9HEDC T HEoETE Ao HAHikede]
TZNHe] Weglo] =ZFA o] F At

4) 20013 A Yol HMAEE AVIE TP =9t SaHEdn agvy d 9 $ARE
S e ofz, wiHAES FUESY MriaFe ARS Yste] AAAI FEFE

(eminent domain)sli= o] BlFAdel d= HoZ HEFJT Shelly Ross Saxer, "Eminent
Domain, Municipalization, and the Dorman Commercial Clause”, 38 U.C. Davis L. Rev. 1505,
1510 (2005).
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Zolttd) EAl= EmEML(ABS) 7IHS &835te Zoeo dagag5s 599 Y=
et wete] vk WA zLE|AMEe] A7 Al F(offtake agreement)oll 2]8te] =3 1A

—_ =

2 A€l (future cash flow)S F&3tstAY, <=2 Al H
& A H (stranded cost) S @& 4 rhar ot

HaoAs AEagds )REbstas o of Hxzn]go] WASH=A] dopr il o] FA
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HIpESES) 573

Zled BAoR Qsle w2 29 AAl(economy of
Zboetal AR AYgste] 371 FH
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ARG AeL REM(transmission grid)< F3t9 FF

5) HmEe Ag7bsd dUAEA ke E FHFEH(UE AORXK), AP E HEE aggiEor
A g, AR gl AdE B 5 e A8AR AR A BN s e

GS AFeta Aok bWl 08 "HRODH M b TE, ) HEERSEE R, 2001, 67~98W.
6) "= A9 AHFTH wE A A Ao w AW (municipality)7F Al A - A3

| Tttt oA o] M2 SFEHHA HYTFdA Y = % aad4gS Mat

5 ol TIAA Y Y3 (public utility commission: PUC)oIA #3FA A
e e qFAZE Ay AIEFEAE & 6kE 5 Ul EEA o R o] Fol A AL 1980
dd S8k PUCSY HAIE whe dEado] AfAId A deagrnt 4 v o=
wel el wel dgakgie] Wedst WA T2l BYE WA E vt Richard J. Pierce, Jr.,
"Completing the Process of Restructuring the Electricity Market,” 40 Wake Forest L. Rev.
451, 457-458 (2005).
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AEArde 1S40l 5o AASH el A o= g A A7) #EiE(generation) ¥}
R (transmission), Bl (distribution)S =% 33l 214 T (vertical integration)
o] dojupr] Hrhlo o2 Qlate] gigio] MiAlE AS-ole Al HEsEAdS s
A= 2H|A7E g vES FEehAl @ RhE d"A el AAAACE = Eehd
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FZ1] & (stranded cost)ol & Ak o] wdsly] = oA ko] Hojx] Aol
A gy 35T F gle 7S THEAY] FAEE veew el As 2E dY
Aol FAIE WAL 1S welle FAAEATE FEE ANt DA A A= o]
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dojd 4= 9t} 7|E DHAAAE] AAAA StolA F5o] HIsA HiE HEds
BHzo A g 35T F fle & (BAG] Bojx dHAE HAHete o weE vE
23, 9xe wbdAdn o] f-4 = H 4 (nuclear decommissioning) Bl-&, AlE7MAS %
Fsl= A #H vl (above-market power purchase)ol W& oJFA<Ql H|& 13 FAY A&
7) Ibid., p. 455.

8) Ibid., pp. 461-62.
9) o2l A2 WMAcrEY AAHer Fad onE zten FAlHoRE AYHAYLTE A
Aol et ol xd7sS FASA Hlen, MAoR= o] 4 &
AE W o= AWARE #EA o] dE e FAE FE g = ATk Ibid, p. 466.
E olds dAdsk= Ao] AglAAAer dHlolnE [k
0]

11) Saxter, 38 U.C. Davis L. Rev. 1505, 1509-10.
12) A Fee] A7AGAE daH, A7) 9ol ks, FEAYRE Fdshs 497t Bonw

oAt QuAel golel “FAYA R e Bt
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B 42§52 A0 AR 45T S AR PY £x 450 G o)g B4
sk 7 Aok #xu g WSt AdE GRE 358 £ ATk
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13) 97]ele w=re]l TFAIGFAI A A (Public Utility Regulatory Policies Act of 1978:
PURPA)C 2lste] FJrAd27E &5 " AR R (independent power producer: IPP)E Z5-H
A G7FA R A AFESoF ot dE e w s E3E] gt

14) Fitch IBCA, "Utility Stranded Costs: Rating the Securitization of Transition Tariffs,”
Corporate Finance Special Report, Sept. 24, 1998, p. 1, p. 3; "I=+2] F7|AHAE 483713
AbQl Fr)zAbe]l Al olabd 1994 1EFo® I MEatg el #Hxu|& FRE F8 1,320
oo o2 Ao® et Moody's Special Comment, "Credit Risks of U.S.
Investor—-Owned Electric Utilities,” September 1998, p. 5.

15) AfFAE ogd RMEMAZIAIGAE “FAA Aol A # 3] Ak(investor-owned  electric
utility)”"2bal A= Bt st ojnddoe] dvka & &

16) MlTel s dEiyd Wgst o)F #Axn Lo e #FAE &
AL~ S B 23S ofe] FolA MUEA7A 7t &
White, "Energy Regulation,” 58 SMU L. Rev. 825, 826 (2005).

17) @Ak FolA A7 H AL HFIAIF| LI PUC) 1748 25.263(1)(3)el ATt oldf] W=
Fza] o] digh o= Addate] HFAAol W dRE I SO FTAAPAAREY o
oF wrolERl A~ FoH Y-S o] PUCT Aol #FxM LS A AT & FYAY
7AW (Public  Utility Regulatory Act)®] HdHFAA | wkstn=z  fmsgeba A §oh
CenterPoint Energy, Inc. v. Public Utility Commission of Texas, 143 SW.3d 81, 99 (Tex.
2004). & 7€ FTAAIAELS Aol wsE A IRE Hxv|gol diste mAws
T A " A}, Ibid., p. 826.

18) "l =roll A= 19921 ol v A 4 B (National Energy Policy Act)2l Al&< A7
TFERMEe] FAHIATE 2y MY, 7 T F ALY
Mg F-oll Fgtol] &3tar M e WA AE o] A H Akl
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2 e
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Fxn &S 27l FEssto A FAARY Y] HAZ H(cost of capita)s =°lil FA

e

gus EFseE 2999 vES A 43 3t <http/www.eere.energy.gov/greenpower/>
19) Saxter, 38 U.C. Davis L. Rev. 1505, 1510.
20) o2 22 FHIW 7|E FAAAAe; A2 WZARIAL 7ol w S wrEr] 98] FAY
Aol FHzA LS5 AT E
cost to true-up balance)®l2} & 4= Ut}
21) Fitch IBCA, op.cit, p. 1.

I x=7]9] H]E(transitional carrying costs on a utility’s stranded

22) AR FRARL BT VF 4FNN WY = A5/ FPoR R g 7}
F 45% A4sT QAW ool FEF] TAFHo| S 3%

st die 53k Qo= #HaxLte] At (divestiture) 71EF TR O] Qv Ibid, p. 2.
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<Abstract>

Securitization of Stranded Costs for the Efficient

Restructuring of Electricity Industry
Park, Whon-11"

When the 1997 banking crisis was put under control, the Korea Electric Corp.
("KEPCQ") was the target of restructuring in the public sector. In December 2000,
the Act for the Facilitation of Restructuring the Electric Industry was established to
separate and privatize the generation businesses of KEPCO excluding the hydro and
nuclear generation. However, pervasive concern over possible rate hikes and the
nightmarish blackouts in California have brought the anticipated privatization process
to a standstill in spite of its apparent merits and advantages.

This article shows a legal analysis and point of view regarding how to apply the
securitization of stranded costs incurred during the deregulation of electric industry.

As part of industrial restructuring, many public utilities, which were once under
the protection of natural monopoly, requested compensation for prior investments that
were deemed uneconomical in a deregulated market. Otherwise, private electric
utilities had a competitive edge over the public utilities on the brink of bankruptcy.
These investments, commonly referred to as “stranded costs,” may include:
unrecovered investments in, or costs associated with the closure of, a power plant;
obligations with respect to above-market power purchase contracts; the cost of work
force retraining; and low-income assistance programs.

In many states of the United States, as a matter of public policy, the legislature
and regulatory authorities have provided for recovery of utilities’ stranded costs by
allowing the utility to pass these costs to the consumer base by imposing a defined
surcharge. Accordingly, the resulting right to collect future tariff revenues for utility
customers has become the intangible transition property, which can be transferred to
a special purpose vehicle (SPV) for securitization. The goal of securitization is to
reduce the utility’s cost of capital, thus improving its ability to operate in a
competitive market, and to allow utilities to realize compensation for stranded costs

sooner than expected.

* Assistant Professor of Law at Kyung Hee University.

_21_



In Korea, the landscape is quite different from that of the United States. So the
statutes, which mandated the full scale reorganization of power generation in
disregard of the stranded costs, need to incorporate the following guidelines. In other
words, the statutes should:

— define the stranded costs in a reasonable manner;

- require KEPCO to assess and disclose the prior investments or commitments
unrecoverable in a competitive market;

— prohibit KEPCO, which still operates transmission and distribution grid, from
differentiating other competitive power suppliers;

- supervise KEPCO'’s assessment and recovery of stranded costs;

- not impair KEPCO’s right to collect the transition tariffs for the purpose of
securitization; and

- grant KEPCO the privileges of the public corporations like KAMCO, provided for
in the ABS Act.

The deregulation and restructuring of the electricity industry seem to be an
irrevocable global trend. But the deregulation is by no means any cause for a rate
increase. So the stranded costs might be utilized to improve the financial position of
utilities through massive securitization programs.

In conclusion, because the tariff-based cash flow stream supporting the
securitization can be established by legislative or regulatory authority unlike other
asset classes, any future legislation, including the future amendments to the relevant
statutes, should adopt the legislative proposals contained in this article. The possible
legislation is expected to stimulate the currently dormant ABS bond market, and

make a good example for restructuring of public sector corporations.
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