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DUBLIN -- Last month, the European Commission It a bid to  Reprints tool at the bottom of any

open up energy markets across the EU, with the@improve medﬁre;'rf:tscom
competitiveness and energy security. Yet whenrneoto high prices, .
alleged abuses of monopoly power and dangerousigstretched » See a sample reprintin PO
electricity networks, perhaps no country faces éiggoblems than - order a reprint of this article now.

Ireland. Without reform, the "Celtic tiger," aslaad has been known

during its continuing economic boom, could becon@edic slug. Start a FREE e
trial of the
Businesses in Ireland are becoming increasinglgeored about rising ©n'ine Journal ~—

business costs. According to 2005 figures from Eiato Ireland's Subscribe to —
electricity prices for industrial users are theht@gt in the EU: 34.1%  1,c5rint Journal | -
above the EU-15 average and 57.2% above the UK. Etectricity is

6.9% more expensive in Ireland than in Italy, tbardry with the
second highest prices of the EU-15. "There areie@about whether
we can keep the lights on," says David Manningjrenment chief for
the Irish Business and Employers ConfederationatT$ha nonsensical
situation."
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For households, electricity prices jumped 41% 2600 to mid-2005, ¢ o By Tope

according to Sustainable Energy Ireland, a stat@@g That was the Ch\?\fk ?Ut Olér Mobile &
highest increase in the EU-15. Failures are inang8slikely: 57 reless services
warnings of power cuts were issued last year, rti@e double the DIGEST OF EARNINGS
2004 figure of 27. Details of the latest corporate

earnings reported for FREE.

Lack of competition is the obvious culprit. Thetetawned and

regulated Electricity Supply Board (ESB) contrdi®at 85% of Irish

power generation. Once known for a strong ethgmubfic service, today's ESB is a cash cow for the
unionized work force. The latest audited accoumtstfe ESB, from 2004, show the average pay
package for employees totaled €71,700 a year.08,20e average industrial wage in Ireland was
less than half that -- around €33,500. At one ES8Bey station in Dublin, workers took home a
whopping €140,000 per year on average! And theretisethe prospect of massive restructuring
payouts, pensions and other benefits the governmighit hand out as it attempts to reform the
industry.

According to a report released last month by Fotf#es state industrial-policy research group, the
ESB has also left Ireland overly dependent on-all-of which we must import. Renewable sources
such as wind have struggled to establish themsélvisat the wholesale and small-production
levels, even though Ireland has some of the bdshpal sites for wind farms in Europe.

At a wholesale level, while Europe has made a deted drive for alternative energy, Ireland has
had a moratorium on adding new wind generatoregaational grid since 2003. On April 4, the
European Commission sued Ireland for failing to nageOctober 2003 deadline to comply with EU
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legislation on renewable energy.

Airtricity, the Ireland-based wind-power giant, weaf unable to provide its green electricity tsir
households and pulled out of the residential mafke¢ company complained that it had been "failed
by the electricity market rules which have not pded a framework for any form of effective
competition.” Other large players followed suigluding E.On and RWE of Germany and Statoil of
Norway.

A report produced by the British consultancy Endrgk Partnership, and commissioned by
Airtricity, found that from August to November 2Q@SB decisions on how to run the spill markets
designed to cover excess demand for electricipeak times, were "unusual,” "arbitrary" and
"unilateral." Airtricity Northern Ireland Chief Exaitive Mark Ennis told Business & Finance
magazine last month that ESB "ran the most expermdant they could,” passing the costs on to
independent producers.

Commenting on the Energy Link report, Mr. Ennidiier alleged that, for at least three months in
2005, "when it actually came to the running of slgstem, 32% of the time the price was set by the
most expensive plant and that plant never ranh&drish consumer was being billed for something
that never occurred for 32% of the time."

According to the confidential report, which Airtiti¢ provided to the authors of this article, "a¢ th
time when capacity was already tight, [the] ESBhpfailed to perform when required and caused a
capacity crunch." The ESB, it said, also manipdatdiectricity prices by switching out of cheaper
fuels into more expensive sources of energy byucet) output level" and using more expensive
plants instead of the available cheaper faciliti@gerall, this provided ESB with a "massive scape t
set prices at any level" -- a market power usuatily available to unregulated monopolies.

According to Energy Link, "Due to the essentiayfslispatch nature of the market...if for its own
reasons, the ESB decides to nominate only its estpeito-run plant, then this would often happen
and spill prices would be very high even if thererevto be a significant generation reserve
available.” The report documents several instamc2605 when this practice resulted in Irish
wholesale prices reaching 181% of the EU-15 avepaige. The costs of all of these market power
abuses are simply passed onto the ESB's small ¢anpend customers. Fed up, Airtricity is now
considering taking the ESB to court, Mr. Ennis said

On paper, deregulation of the Irish market occume2D00, following numerous European
Commission directives. But the CER has proven vwaeakaccommodating, prompting Mark Fielding
of the Irish Small and Medium Enterprise Associatio accuse the CER of becoming "the ESB's
out-of-town office." Energy Link concluded that tberrent regulatory methodology "is clearly
flawed and unable to provide meaningful markettesigrices."

Amid the abuses of dominant market power by the B&8&h authorities remain largely silent -- at
least in public -- on the matter of Ireland's diet@ting energy security. An outside review of the
country's energy sector, ordered by the ministecdonmunications, marine and natural resources at
a reported cost of €1.2 million, is being kept séer out of the hands of Parliament, the pressthed
public. The minister, Noel Dempsey, says the rexientains confidential information from third
parties.

It's time to break up ownership and managemerntefransmission grid and sell off the power
stations to the private sector to introduce genaomapetition. It is also time to lower planning,
regulatory and pricing barriers to market acces#iependent producers and distributors. The moral
of the sad story of electricity in Ireland is tipaiwer corrupts, but monopoly power corrupts
absolutely.

Mr. Gurdgievisa lecturer in economics at University College Dublin and editor of Business &
Finance magazine. Mr. Nolan is director of environment and energy studies at the Stockholm
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