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While China surprised its own energy analysts by getting through the summer 
with less growth in power usage, and therefore less disruption to 
electricity supply, than projected, Japan and South Korea surprised in the 
opposite direction. Both experienced unforeseen surges in electricity 
demand, due mainly to hot weather in Japan and rapid economic expansion in 
South Korea.

Both Japan and South Korea also experienced severe nuclear outages, putting 
more of the onus for meeting this demand growth on gas (p6).

Japan's largest power producer, Tokyo Electric Power Co. (Tepco) reported a 
19% year-on-year jump in electricity output in July. In August and 
September, the increase in power production over planned levels should 
average about 15%, leading to a 20% rise in Tepco's LNG purchases.

Meanwhile, around seven of Tepco's 17 nuclear reactors remained down this 
summer, rather than the three to four normal that time of year. Its own 
problems in reestablishing public confidence after a scandal involving 
falsified inspection reports were exacerbated by a deadly steam accident in 
early August at one of Kansai Electric's 11 reactors. All Kansai's plants 
were subsequently closed for inspection, and the No. 2 Japanese electric 
utility had to buy power from Chubu and other utilities, creating 
competition within Japan for the limited pool of spot cargoes. Only four of 
Kansai's reactors have since reopened.

This coincided with record-high 39degrees Celsius temperatures that led to 
heavier use of air conditioners, as well as record-high crude oil prices 
that made it cheaper for power plants to use gas as fuel -- although 
switching to gas over oil on a fuel-cost basis is more common in Korea than 
in Japan (WGI Sep.8,p8).

Gas sales by Kogas to the power sector are, indeed, booming, but this is 
hardly surprising, given a 5.8% year-on-year rise in South Korean power 
production in first half-2004, to 155.5 billion kilowatt hours. The Korea 
Energy Economics Institute (KEEI) in response revised upwards its overall 
forecast for South Korean energy demand for full-year 2004. Primary energy 
consumption is now expected to rise by 3.3% year-on-year, as the projected 
rate of economic growth is 5.2%, up from last year's 3.1%.

LNG demand is projected to surge 12.3% year-on-year to 20.9 million tons 
(29 billion cubic meters of gas) due to forecast increases of 6.2% in gas 
use for power generation and 6.9% for distributed town gas. LNG consumption 
in 2003 at 18.6 million tons was up 4.3% from 2002 (WGI Feb.4,p3).

By contrast, China Radio International has quoted a government official as 
saying that the shortfall in generating capacity relative to demand in 
China since June has been only 20,000 megawatts, rather than the 30,000 MW 
forecast. Local governments had imposed heavy rationing of electricity on 
factories, manufacturers and retailers, and even turned off streetlights 
(WGI Jul.24,p7).

China is adding 40,000 MW to its generating capacity this year, and plans 
have been approved to build another 160,000 MW. The aim is to boost 
installed capacity of 384 gigawatts now to more than 570 GW by 2010 and to 
a massive 900 GW by 2020.

A senior official in charge of Electricity Planning at the National 
Development & Reform Commission in Beijing recently told WGI that, while 
details on the specifics of China's power sector are considered a "national 
secret," the target is to have gas-fired plants account for 7% of Chinese 
power production by 2020. The country has no operating gas-fired plants 
now, and coal accounts for about 70% of electricity generation. New 
coal-fired plants continue to be approved and built in the country, with 
new gas supplies -- gradually being introduced -- funneled more into direct 
consumption.

