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I 
Introduction 

F To provide an overview of a power POOL 

1 t To demonstrate the advantages of a power POOL to the Republic of Kazakhstan 

I b To explain the particallties of the operation of a power POOL 
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Background-Reform and Privat~zation Program 

b Process of restructuring 

c Studles and recommendations from advisers 

c Establishment of new enterprises 

b Sale of new enterprises 

t Timetable for implementation of program 
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Role of the Government in Privatization 

F Goals and objectives 

Control 

b Ownership 

t Regulatory control 

Hagler Bailly 



PURPOSE, ECONOMICS, AND ORGANIZATION OF A POWER POOL, 4 

Role of the Government In Privat~zation-Goals and Objectives 

b Government sets goals for privatization 

b Privatization process is planned to achieve these goals 

b Goals that conflict must be prioritized 
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Role of the Government in Privatization-Control 

t Government is accustomed to compete control of state-owned enterprises 

)r Government may be reluctant to relinquish control 

b Some methods of controlling privatized industry do not require majority ownership 
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Role of the Government in Privatizat~on-Ownership 

b Privatization is unlikely if government retains majority ownership 

t Private investors will not control their property 

t Government could retain majority ownership whle granting investors special voting 
rights, including veto of government decisions 
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Role of the Government in Privatization-Regulatory Control 

b Regulation IS government's most powerful control over pnvatized utilities 

b Government determines rules under which the industry w~l l  operate 

b Government creates independent Regulatory body to enforce the rules 
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Role of the market in privatization 

b The market controls itself if it is operating properly 

b Competition causes more efficient decis~ons than regulation 

F Regulation should be imposed only where competition cannot occur 
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Why a power POOL? 

t Introduce competition where practical and regulation where not 

b Create commercial framework to encourage 

greater efficiency 
optimal investment 
free flow of market forces 
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The POOL as a market 

b POOL is market in whch generators sell and suppliers buy 

P Price is based on cost of meeting last unit of demand 

- generator's avoidable costs 
- actual system conditions 

POOL price determined for each settlement period 
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What does a power POOL do? 

b Introduce technical rules for system operation 

t Specify rights and obligations of all parties 

b Facilitate simple, practical implementation of the above 
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Objectives of POOL design 

b Prov~de rules for efficient and transparent operation of wholesale electricity market 

Encourage efficient production and consumption of electr~c~ty 

t Encourage optimal investment in new plant and retiral of existing plant 

b Balance interests of all market members in future developments of the new arrangements 
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Key commerc~al Interests created 

b For generators to 

- become more efficient 
- sell energy at times when most valuable to system 
- declare costs consistent with true values 
- invest in plant optimally 
- retire plant optimally 

b For suppliers to manage demand when economic 

b For network operators to run systems efficiently and securely 

Hagler Badly 



PURPOSE, ECONOMICS, AND ORGANIZATION OF A POWER POOLb 14 

Commercial arrangements in POOL design 

Market rules 

c Energomarket members' agreement 

Energomarket charter 

c Generator facilities agreement 

F High voltage service agreement 
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Constraints of POOL design 

b Adequacy or inadequacy of metering system for generators and suppliers 

w Accommodation of bartering arrangements 

b Initial need for simple pragmatic arrangements 

b Retention of state ownership 
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Part~cipants In the new arrangement 

b Generators 

- Thermal electric stations 
Combined heat and power stations (CHP) 

- Hydro stations 
- Authoproducers (industrial plants that sell surplus energy) 

b National Electric System 

t Large, high-voltage customers of the National Electric System 

b Regional Electric Network Companies 

t Ministry of Energy and Coal Industry (MECI) 

b NERC (to be created) 
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Ovew~ew of market rules 

Generator bids I Demand Forecast I 
L 

Indicative POOL Pric 

Metered Generation Determine generation 

Actual System Marginal 
Allocation of demand Price 
to regional energo r 

t 
Determine POOL Payments 
and Receipts - 

I 
.L 

1 
Reconciliation 

.I I 

Settlement L e I l  
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Key commerc~al Roles 
1 

Generator 
- Bids price and availability 
- Sells energy to power POOL 
- Sells energy directly to end-use 

customers 

Imports I d 

- Bids price and avalability Energomarkets 
- Sells energy to power POOL 

r . - Administers 

power POOL 
Regaonal Energo - Buys system 

Services 
- Buys directly form - Buys 

Generating company Transmission 
Services 

Buys delivered energy 
from power POOL 

, 

- Sells to local consumers 
i 

b 

NEC 

- Sells network services 
to Energomarket 

.' 
? 

Electraczty Marketer 

- Buys delivered energy 
from POOL 

- Sells competitively 
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Example of Power POOL 
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What a power POOL can and cannot do 

A power POOL can 

F Provide efficient commercial incentives 

t Remunerate generators fully in a balanced system 

A power POOL cannot 

b Resolve fuel shortages 

t Prevent anticompetitive behavior 

t Guarantee payment of all generators' fixed and variable costs 

A power POOL should not 

b Penalize generators with potential market power 

b Correct for perverse incentives 
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