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Followrng the dissolution of the Soviet Umon m 1991, Kazakhstan began its independence 
endowed wrth tremendous natural resource development potential, but hampered by a 
crumblmg, centrally planned infrastructure and economic system The electnc power industry 
was a reflection of many of the larger problems wthm Kazakhstan Electricity pnces did not 
nse to meet the cost of generation whle customer collechons fell to less than 20% percent of 
delivered supply The resulting consumer and enterprise debts soon led to a reduction m 
regional electncity trade as neighbomg countries rehsed to supply electncity wrthout 
payment Once an Integrated part of the Central Asian power gnd under the Soviet Unlon, 
Kazakhstan found itself mcreasingly cut off from the electncity trade m the region 
Electrrcity shortages and rolling blackouts soon became a part of everyday life m many parts 
of the country 

Iromcally, Kazakhstan has vast reserves of oil, natural gas, and coal that could fuel the 
development of the electnc power industry However, the lack of payment for electncity left 
the power sector wthout the mvestment capital needed for rehabilitation or the construction 
of new power plants 

In 1994 the government of Kazakhstan adopted a bold policy to reform and pnvatize the 
electnc power sector in order to introduce the Western management techtuques and 
investment capltal necessary to resolve the problems plaguing the industry USAID quickly 
developed an assistance program to provide the Mimstry of Energy and the Government of 
Kazakhstan wth the techtucal expertise to carry out th~s  reform program Ths  delivery order 
was created to assist the government and Mimstry of Energy in the process of transforrmng 
the electrrclty sector from a detenorating, state-owned monopoly into a healthy collection of 
pnvately-owned enterpnses 

The delivery order was cornpnsed of two major groups of tasks (1) legal, regulatory, and 
tmff reform, and (2) restructuring and prrvatization A descnpbon of each of these tasks is 
provided below, along wth  the results seen, list of deliverables, and a descnphon of other 
work products produced as part of the delivery order An exhbit is provided at the end of th s  
report surmnmzlng the key events, deliverables, tirmng and accomplishments associated 
wrth each task 



CHAPTER 2 
LEGAL, REGULATORY AND TARIFF REFORM 

The major tasks under tlus delivery order were grouped into two functional areas Legal, 
Regulatory, and Tmff Reform, and Restructmng and Pnvatlzation The objective of the 
Legal, Regulatory and Tmff Reform tasks was to assist m the creahon of the legislative, 
institutional, and electncity pncmg framework necessary to support the restructung and 
pnvatization efforts m the sector to create a market onented power system The goal of h s  
effort is to establish the environment needed in Kazakhstan to attract and sustain pnvate 
investment m the power industry These tasks were carned out s~rnultaneously m order to 
support the aggressive timeline mtially set by the government of Kazakhstan for the reform 
of the electnc power industry 

One of the first accomplishments of th s  task was to convince the government of the need for 
a Western-style legal framework to replace the socialist legal code d e n t e d  from the Soviet 
era Through numerous meetmgs and briefings, governmental officials came to accept the 
concepts needed to both protect the interests of pnvate investors as well as consumers in an 
unbundled electncity market One of the pmary  pmciples agreed upon through these 
meetmgs was the need to create an impartial, independent regulatory commission wth  
responsibility over electncity Mff s  and licenses The endowment in an independent 
commission of regulatory and pncing authonty was an alien concept m the former Soviet 
Umon However, thanks in large part to a successful study tour to observe the operatrons of 
several regulatory commissions in the Umted States, the need for such a reform became clear 
to many decision-makers m the Kazakh electncity industry 

Hagler Bailly was asked to participate m a Mmstry worlung group to advise the government 
on the drafbng of a new Presidential Decree The result of t h s  collaboration with the 
government and Mimstry of Energy, Industry, and Trade was the 1995 Presidential Decree 
on Electricity This decree established several Western legal and structural principles for the 
first time into Kazakh law The Law mcluded provisions that called for the creation of an 
independent regulatory agency, introduced the concept of electncity as a commodity, and 
established the nght of pnvate investors to own and operate electnc power enterprrses Thls 
decree created the necessary legal basis for the further unbundling of the electnc power 
industry and the acceleration of the pnvatization process 
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Hagler Bailly worked with the Anti-Monopoly Comrmttee (AMC), The Mmstry of Energy, 
and Kazakstanenergo to design and mplement market-based electrrcity tanffs to replace the 
command and control pncing formulas of the past In 1996 Hagler Badly experts conducted a 
semnar on electncity pncmg Th~s  was followed by the completion of a comprehensive tanff 
study in Kazakhstan by Hagler Badly m whlch the current electrrcity tarrff methodology was 
analyzed and changes recommended to adopt more market-onented methodologies to 
mplement in the restructured power sector Hagler Bailly presented this tar~ff report to the 
Mimstry of Energy, AMC, Kazakstanenergo, and representatwes of the government of 
Kazakhstan through two separate seminars and numerous meetings Hagler Bailly was 
requested to develop an ~mplementation schedule for phasmg in these tariff methodologies 
Workmg wth the AMC, the first phase of the tanff methodologies were implemented m 
1997 wth  full implementation m 1998 The tanff methodologies provide an attractive 
environment for privatization of the power industry smce they allow for full cost recovery, 
plus an addition profit margm to cover capital costs and country nsk factors 

Hagler Badly also drafted licenses and a licensing regme for an independent regulatory 
commission to use as a tool to regulate the newly restructured electrrcity mdustry Individual 
model licenses were created for vmous electrrcity enterpses including generation, 
distribution, transmission, independent supplier, and d~spatch A licensmg process was 
discussed wth  the AMC and the Mimstry of Energy as a method of ensunng the techcal  
and financ~al intepty of the enterpnses engaged in the competitwe wholesale market whde 
also providing a tool to remove enterpnses for transgressions of the Market Rules and other 
wholesale market gudelines 

In 1997 Hagler Bailly was asked by the Mmstry to participate in a workmg group led by the 
Nat~onal Transmssion Company of Kazakhstan (KEGOC) to draft a law to replace the 1995 
Presidential Decree "wth the force of law" on electncity Hagler Bailly participated m this 
process and worked wth  both the Mimstry and KEGOC to provide comments and advice on 
draft versions of the law Hagler Bailly also produced its own Western-style draft law for the 
Mlmstry and KEGOC modeled on recent laws adopted in Georgia and Kyrgyzstan The 
Hagler Badly draft law clmfied the nghts and responsibil~ties of the vmous participants in 
the electncity industry whle estabhshmg a regulatory and licensing process The Hagler 
Bailly draft law is currently under considerahon by the Mimstry and the Government 

2 2 DELIVERABLES REQUIRED BY THE DELIVERY ORDER 

1 Report detailmg the tasks, schedules, and costs for completmg task 2 

This deliverable was accomplished as part of the overall work plan for the delivery order 
that was developed .mth USAID m October 1994 Subsequent modifications to the 
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delivery order in 1997 and 1998 resulted in the development of new work plans reflecting 
the changes in project tasks, schedules and costs 

2 A report on restructmng status, activit~es completed under task #2, and identification of 
tasks remamng 

Hagler Badly produced status reports on the activities under task #2 in December 1994 
and March 1998 These reports analyzed the work done to date on task #2 acbvities, the 
Issues involved, and the steps remamng to be done to meet the task objectives In 
addit~on, Hagler Badly provided USAID wth  contmuous updates on project status, 
issues, and remamng work through weekly meetmgs ulth the USAID Mission m 
Almaty These meetings served to keep the Mmion staff abreast of the issues and 
progress whle providing a forum for discussing future activities and strategies In 
addition, the final report provides a comprehensive overview of the projects and activities 
completed under task #2 and highlights areas for future activities 

3 Identify and assess exisbng and proposed policies and legal reforms, including any draft 
legislation, and assess its impact on the creation of a market onented power system that 
includes pnvate sector participation 

Hagler Bailly accomplished a number of milestones m legal reform d m g  dus project In 
1995, working intensively wth  the Mmstry of Energy and Coal Industry, Hagler Badly 
assisted in the creation of the Presidential Draft Decree governmg electncity After 
assessing exlsbng energy law, Hagler Badly worked wth  the Mmstry of Energy to 
include terminology and amendments m the Presidenbal Decree that would support the 
creabon of a power market in electrrcity and the participation of the pnvate sector The 
Presidential Decree introduced important new concepts such as the creation of an 
independent regulatory agency, the recogmtion of electrrcity as a commodity, and the 
nght of pnvate investors to own and operate electnc power enterpmes 

In 1997 the Mmstry of Energy again asked Hagler Bally to assist m the creation of an 
updated electrrcity law in light of the rapid changes wluch have occurred in the electtlc 
power industry since the 1995 Decree As a member of the governmental Electricity Law 
Workmg Group, Hagler Badly assisted the national gnd company and the Mmstry of 
Energy, Industry and Trade, wluch were instructed to create the new law As a potential 
model, Hagler Bailly drafted a Western-style electrrcity law for the Muustry and KEGOC 
modeled on recent laws adopted m Georgia and Kyrgyzstan This draft law was 
completed and delivered to the Mmstry of Energy at the end of 1997 

In addibon to work on electmity laws, Hagler Badly, through its subcontractor Pepper, 
Hamilton and Scheetz, produced a draft Coal Law m Apnl1995 The electnc power and 
coal sectors have strong economic ties and reform of the coal industry was a cntical 
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component to the reform of the power sector This coal law created the legal basis for 
such reforms 

Develop framework energy policies and laws, as appropnate, drawmg on existing or 
proposed energy laws in other countaes and preparing drafts as necessary 

As noted above, Hagler Bailly worked urlth the government of Kazakhstan to draft 
several electrrcity and coal sector laws over the course of the project In addibon, Hagler 
Badly was appomted by the Mirvstry of Energy to the Legal Worlung Group on Energy 
Efficiency in Apnl 1995 As part of thls worlung group, Hagler Badly provided 
comments on the proposed use of a Russian draft law on energy eficiency as the basis for 
energy efficiency policy in Kazakhstan 

Draft and recommend a comprehensive new Electrrcity Law that mcorporates all of the 
changes that have taken place m the mdustry structure 

In response to th s  project deliverable, Hagler Bailly produced the 1997 Draft Electrrcity 
Law Th~s  law, as noted previously, codified the current reforms in the electacity sector 
whle also providing for the future development of a wholesale electrrcity market and the 
regulation of the industry by an Independent regulatory agency 

Provide lirmted techcal  assistance (including focused semnars) to the Kazakhstan 
authonties in applying purposed policies and model legislation 

Hagler Bailly established very productive worlung relationsbps wth  the Mimstry of 
Energy, KEGOC, and other governmental electncity groups through Hagler Bailly's 
positlon on governmental worlung groups and as a recogmzed promoter of electrrcity 
reform inltiatlves wtlun the power industry Dmng worlung group proceedings Hagler 
Badly provided comments on energy policies and legislation and shared Western 
expenences and policies wth  Kazakh officials Through these and other forums, Hagler 
Bailly provided guidance and assistance on national energy policy, electrrcity 
restructuring, wholesale markets, and energy law and regulation Hagler Bailly also 
participated in weekly KEGOC meetings on electrrcity reform and conducted a semmar at 
KEGOC on the operation of different types of power pools The presentation from tlus 
seminar was lncluded in a reference book published by KEGOC on electacity reform 

Assess orgmzational options under consideration for admmstration of regulatory 
function and identify pros and cons of options 

This deliverable was addressed in the August 1995 Hagler Bailly report on general 
guidelines for regulating natural monopolies 
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Identify regulatory orgmzatronal arrangements consrstent wrth market-onented power 
sector, including economc tarrffs and the role for pnvate Investment Define broadly the 
orgmzational requrrements and timetable for rns~tutronal development of a regulatory 
body and ldentlfy the regulations and procedures requlred to implement fiarnework 
energy legrslatron and a regulatory body 

The comprehensive Energy Law drafted by Hagler Bailly m December 1997 provrdes the 
framework for satrsfying the above deliverable requrrements concernmg the 
establishment of a regulatory rnstitution mthm a market-onented power sector The 
Energy Law broadly defines the orgatllzatronal relatronshlps between the regulatory 
agency and industry partrcrpants whlle rdentrfylng basrc regulatrons and procedures 

In addrtron, the 1996 tmff study prepared by Hagler Badly elaborates on the role of the 
regulatory body in establrslung economc tariffs and the relahonshp between the 
regulatory agency and pnvate investors The tmff study recommends market-based tmff 
methodologres to assist the regulatory body rn therr tariff development work 

In 1998 Hagler Badly assrsted the Natural Monopolies Comrmttee (formerly Antr- 
Monopoly Comrmttee) mth addrtion assrstance on specific procedural Issues Hagler 
Badly provlded the Committee mth further docurnentatron on the role and functron of a 
regulatory c o m t t e e  mthm a market-onented power sector Thls assistance rncludes the 
September 1998 report "The Role of the Regulator m the Process of Pnvatrzahon of the 
Regronal Electnc Compames rn Kazakhstan" 

Identrfy power sector plantllng requlrements needed to carry out regulatory 
responsibilrtres, rdentify rnvestment requlrements and encourage pnvate mvestment and 
rdentrfy a plan and schedule for developrng energy p l m n g  capabrlrty m the context of 
restructurrng and pnvatizatron 

The 1997 draft of the Law on electricity allocates policy p l m n g  to the Mimstry of 
Energy, regulatory p l m n g  to the independent regulatory commrssron and investment 
p l m n g  to the separate industry sectors 

10 Draft and recommend laws (decrees), rules, and regulatrons, resolutrons and procedures, 
as appropnate, needed for the development of Wholesale Market Operatrons including 
such elements as blddmg procedures, financral settlements, rnter-energo agreements and 
pncmg methodologres 

In response to the request of the Mmstry of Energy, Hagler Ba~lly developed a complete 
set of Market Rules for the desrgn, operatron, and unplementatron of Wholesale Market 
Operatrons rn Kazakhstan Hagler Bailly developed licenses to be used by the regulatory 
agency that specrfy the nghts and responsibrlrties of all market members Hagler Bailly 
prepared rules govemng financral settlements, drafted model contracts and agreements, 
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rncludmg an overarchmg market members' agreement, and created a drspatch 
methodology In addrtron, Hagler Badly prepared a set of rn tem market rules to smooth 
the transrtron between the current wholesale market operatrons m the sector and the 
proposed comrnerclal wholesale market 

11 One regulatory study tour to other countnes to promote exposure to progress and 
problems rn electncity regulatron 

In 1997 Hagler Barlly assisted rn the orgamzatron of a study tour to Budapest for Kazakh 
officrals to meet wth  other NIS and Eastern European regulatory officials rn order to 
drscuss the status of regulatory reform rn the region 'Ths study tour mcluded 
presentations on regulatory successes, problems, and solutions expenenced throughout E 
Europe and the NIS as well as featured speeches from Western experts on regulatory 
reform and practrces worldwrde 

12 Draft and recommend a comprehensive new Electncrty Law that mcorporates all of the 
changes that have taken place in the structure of the electncrty mdustry in Kazakhstan 

Hagler Badly's comprehensrve draft Electricity Law of December 1997 codrfies all the 
restructmng actrvrtres to date whle also provrdmg for the future development of a 
competrtrve wholesale market, establrshng a favorable envuonment for rnvestrnent, and 
greatly Improving regulatory oversrght of the market-onented sector 

13 Identrfy appropnate exrstmg or proposed Mff methodologies requlred to establrsh 
economrc energy systems Also rdenhfy future analysis and moQfications necessary to 
promote the contmuing reform of electncity tmffs, cnth consideratron of the reform 
schedule 

In response to the urgent need to reform the tanff malung procedure and methodologies 
used m Kazakhstan, Hagler Barlly prepared an analysrs of electncrty contracting and 
pncmg in Central Asra m 1995 Thls was followed by the completron of a comprehensrve 
tanff report in 1996 Th~s  report analyzed the current methodologies bemg employed and 
provided options and recornmendatlons to rmplemented more market-onented tar~ff 
formulas that would Improve the financral health of the electncrty mdustry and promote 
increased pnvate mvestrnent rn the power sector Th~s  report was presented to the 
Mrmstry of Energy and to the AMC and Hagler Badly conducted a Mff  semmar m early 
1997 Ongomg assrstance was provided to the AMC dumg 1997 and 1998 to help to 
implement these new methodologres 

In addrtion, Hagler Badly completed a transmssron & ~ f f  report for the AMC and 
KEGOC m May 1998 Thls report recommended specific changes to the transmrsslon 
methodology currently employed m Kazakhstan m order to support the creahon of a 
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wholesale market mth the participation of pnvately owned power plants and distribution 
compmes 

14 Assist in creating transition tanffs for the wholesale market untd the competition in the 
market eliminates the need for m f f s  

Hagler Badly developed debled wholesale market tariffs for the market transition phase 
of the reform process m the comprehensive 1996 Tanff Report 
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CHAPTER 3 
RESTRUCTURING AND PRIVATIZATION 

Budding upon the momentum generated by the pnvatization program of the Government of 
Kazakhstan, the tasks in the restructuring and pnvatizat~on ass~stance were designed to 
provide the structural, orgmzat~onal, and market-based tools for the electncity Industry to 
modemze and attract mcreased capital to the sector The restructurrng and pnvatization tasks 
worked in tandem wth  the legal, regulatory, and m f f  reform ~mtiatives to create a 
framework unbundled structure for the new electnc~ty mdustry, provide a power pool design 
plan, and further the efforts to privatize the industry 

In 1996 the Government of Kazakhstan adopted the Program of Restructmng and 
Pnvat~zation of the Electnc Power Sector This restructunng program clearly reflected many 
of the Western market principles and concepts promoted by Hagler Badly in ~ t s  meetings 
wth the M~mstry of Energy and Government of Kazakhstan Based on the Programs of 
Restructuring and Pnvat~zation, the electnc~ty mdustry of Kazakhstan was funct~onally 
unbundled ~nto  separate generat~on, transmlsslon and d~stnbution compames As part of the 
restructunng process, a state-owned national gnd company was formed out of the former 
vert~cally mtegrated state ut111ty (Kazakstanenergo) In addition, generation compmes were 
formed fiom the largest power plants and 18 mdividual distr~bution compames were created 
The Government of Kazakhstan quickly moved to pnvatlze the generation compames, selling 
some of the largest thermal plants to AES, Japan Chrome, Ispat-Karmet, and Samsung in 
return for substantial lnvestrnent guarantees By the end of 1997, roughly 90% of the 
generating capacity had been pnvatized 

Also the electnc~ty d~strrbuhon company in the capital, Almatyenergo, was sold to the 
Belgian electncity company Tractebel The sale of Almatyenergo resulted in the stab~l~zation 
of electncity and heat dstrrbut~on in Almaty and the unplementation of wntermpted service 
for all paying consumers Cash collect~ons at Alrnaty Power Consolidated, the new name of 
the pnvatized company, rose fiom less than 20% before pnvatization to nearly 95% in the 18 
months since it was pnvatized and service to Almaty has become almost continuous The 
pnvatization of the thermal power plants created a competitive envuonment for wholesale 
power and resulted m s~gmficant improvements m plant efic~ency and operating costs 
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In order to prov~de a structure for the fledglmg compet~t~ve wholesale electrrc~ty market 
growng out of the pnvatizatlon of the generation compames, the Government of Kazakhstan 
mt~ated an effort to des~gn market rules and regulat~ons In 1996 the Mmster of Energy, Mr 
Khrapunov, appomted Hagler Bsully to the Orgaruzat~on Comrmttee and Executive Group 
tasked to create a compeht~ve wholesale electrrcity market Mr Khrapunov requested Hagler 
Badly to draft a number of important documents for the cornnuttees as part of thls process 
Hagler Badly drafted a Market Members Agreement, Market Rules, and Settlements 
procedures for the implementat~on and operat~on of a competlt~ve wholesale electnc~ty pool 
Hagler Badly also created l~censes specifymg the nghts and respons~bil~ties of the vanous 
wholesale market enterpnses and members as well as transit~on rules for the market Hagler 
Badly also adv~sed these governmental cornm~ttees on issues ~ncluding financ~al and 
mvestment forecasting, data systems evaluat~on, and computer hardware assessments 

In 1997 a rneet~ng was orgamzed of the foundmg members of the wholesale power pool of 
Kazakhstan This meetmg mcluded the owners of the pnvat~zed power enterpnses as well as 
representatives of the state owned power enterpnses and the Mmstry of Energy At the 
meetmg the members d~scussed and unammously adopted the Power Pool Charter Agreement 
drafted by Hagler Bailly A change m personnel at the Mmstry of Energy m 1997 
precipitated by the res~gnation of Mmster Khrapunov resulted m a slow-down m the reform 
efforts ~n the electrrcity sector, whlch had the effect of delayrng the start of the wholesale 
electnc~ty pool However, Hagler Bailly cont~nued to work wth  members of the mndustry, the 
M~nlstry of Energy and the nat~onal grid company, renamed Kazakhstan Electnc Gnd 
Operatmg Company (KEGOC), on the design and implementahon of the wholesale power 
pool 

The slow-down In the reform of the electnc~ty sector was mamfested m the postponement of 
further pnvat~zat~on among the reg~onal dlstnbution compames Th~s  had very s~gnlficant 
knock-on effects on the other aspects of reform ~n the electnc~ty sector because the 
economics of the sector depend on solving the non-payments problem, and non-payments can 
only be solved by pnvat~zatlon of the distnbuhon compames to strateg~c investors The plans 
to mtroduce a wholesale market and a power pool were based on pnvatmng the d~stnbut~on 
compames in parallel to prov~de for money to be able to operate a cash-based wholesale 
market For this reason, the mtroduction of the wholesale market and the power pool had to 
be delayed unhl the d~stnbution company pnvatnahon proceeded 

Hagler Badly also ass~sted the World Bank ~n evaluating restructuzvlg and pnvatizat~on 
issues m Kazakhstan Followng an I-country techca l  assessment m m~d-1998, the World 
Bank concurred wth  the Hagler Badly Market Rules documents, Energy Law and electrrc~ty 
tmff methodolog~es, and so mdicated to the Government of Kazakhstan and the Mmstry of 
Energy 
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By the summer of 1998 the Mlnlstry of Energy and KEGOC concluded that all other efforts 
to solve the non-payments problem had faled, and the Government agreed to begin to 
pnvatize the remamder of the regional distrrbution compames Two additional compames 
were sold m early surnmer - Kusteniu and Karaganda - and plans are underway to sell as 
many as possible before the end of the year 

Hagler Bailly had discussions wth  the General Director of Pavlodarenergo m 1998 
concemng the establishment of a pilot project to develop a pnvatlzation strategy and plan for 
the distnbution company Pavlodarenergo expressed great interest m h s  program due to the 
financial and investment problems at the company and agreed to work wth  Hagler Bailly to 
produce and Implement a pnvabzation plan Hagler Badly representabves worked closely 
wth  the semor management of Pavlodarenergo over the summer of 1998 to develop a 
strategic plan for attracting investment to the distnbution company and improving such vital 
busmess processes as billings and collections 

In late summer of 1998 the members of the Energy Industry Association and KEGOC agreed 
to establish a slmple power pool to trade reserves and to contract for the provision of 
ancillary services Ths  landmark decision was announced after a year of stalled plans by the 
government to establish a power pool The decision resulted fiom the coordmated efforts of 
the pnvate investors m the power industry to provide greater system reliability and improve 
the quality of service for their industrral sector clients Hagler Badly was actively involved in 
helping to draft the Charter for the Reserve Pool and m developing an imtial set of Market 
Operating Procedures The full membershp of the wholesale market must now review these 
documents and vote to establish the Reserve Pool joint stock company To msure generators 
agamst default by wholesale market customers, a Reserve Pool Fund wl l  be established as 
part of the process Th~s  milestone marks the first step m the eventual development of a fully 
functional power pool in Kazakhstan 

1 Develop 2-3 restructurrng options and the advantages and disadvantages of each to 
accomplish the objectives defined in collaboration wth  the GOK, assist in review of the 
options wth  a short semlnar and advice to facilitate GOK decisions 

Hagler Badly produced a restructuring report and conducted numerous meetings w t h  
representatives of the Government of Kazakhstan and the Mmstry of Energy concemng 
the restructuring and pnvatlzation of the electnc power mdustry These efforts resulted in 
the adoption of the Program of Privatization and Restructurrng of the Electrrc Power 
Sector 
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2 Submt an assessment of the restructurvlg plans under consideration or discussion and an 
ophons paper (wth pros and cons) on overall power sector restructumg 

Hagler Bailly produced a report on wholesale market approaches m December 1997 at the 
request of the Mimstry of Energy Thls report, titled "Wholesale Market Reform and 
Creat~on of a Power Pool", identified the most realistic wholesale market design approach 
for Kazakhstan's electncity sector and outlmed the necessary procedures for establishng 
and operatmg such a market 

Budding on this work, Hagler Badly was asked by the Government of Kazakhstan and 
the Mrnlstry of Energy to prepare the actual documents estabhshmg the pool operatmg 
agreements and gu~delmes Hagler Bailly prepared a complete set of Market Rules, 
purchase and sales contracts, transmission contracts, licenses, tanff methodologies, 
dispatch and settlement procedures 

3 Prov~de advlce on power sector pnvat~zation 

Hagler Badly conducted numerous d~scuss~ons over the course of the contract wth the 
Government of Kazakhstan and Mimstry of Energy concemng the pnvatmtbon of the 
electnc power industry In addition, Hagler Ba~lly produced a Pnvatization Plan for the 
Electnc Energy Sector m March 1996 The combmabon of h s  plan and vmous meetmgs 
between Hagler Badly, the Government of Kazakhstan and M~nlstry of Energy led to the 
development and adopt~on of the Program of Pnvatizat~on and Restructumg of the 
Electnc Sector in 1996 The ground brealung pnvatmtion sales of large thermal power 
plants and the Almaty distribution company to strategic investors followng the adopt~on 
of t h ~ s  plan was a landmark in large scale pnvatization m the former Soviet Umon 

Hagler Badly contmued to adv~se the Government of Kazakhstan and Mmstry of Energy 
on expandmg the pnvatrzat~on program to include all the lstnbut~on enterpnses m 
Kazakhstan By mid-1 998 five of the country's 18 distnbut~on compmes had been 
pnvat~zed 

4 Prepare and participate in power sector investment promotions through mformation 
d~ssernrnat~on such as conferences, semnars, and related activities 

Hagler Badly spread the success stones of Kazakh power pnvatization throughout the 
rnternational electncity industry through presentations at rnternational electncity 
conferences m the Umted States and Europe and through presentations to investment 
compmes and pnvate utilihes 

5 Report on wholesale market approach and procedures 

Hagler Badly 



RESTRUCTURING AND PRIVATIZATION 3-5 

Building upon the progress acheved dunng discussions wrth mdustry members and 
KEGOC dunng the summer and fall of 1998, Hagler Bally produced the report 
"Wholesale Electtrcity Market Approach, Procedures, and Implementation Plan" a s  
report synthesized the discussions between vanous mdustry participants concemg 
electricity spot market development mto an actionable plan The plan is designed to result 
m a basic spot market m the short term wth  the later development of a fully functional 
power pool as outlmed in Hagler Badly's December 1997 report "Wholesale Market 
Reform and Creabon of a Power Pool" 

6 At least one in-country semmar on pooling and wholesale market operation 

In 1996 Hagler Bailly held two semlnars on the operation of a power pool and a 
wholesale market These were followed by numerous meetmgs wth  wholesale market 
worhng groups from the Mmstry of Energy and Government of Kazakhstan dmng 1997 
and 1998 Hagler Badly also conducted a public presentation at KEGOK on vanous 
international pooling arrangements and case studies In August and September 1998 
Hagler Bailly conducted several seminars on power pooling wrth pnvate sector electrrcity 
industry members and KEGOC These sermnars led to the agreement among pnvate 
investors and the government to mstitute a spot market trading system for reserve power 
and ancillary services as idenbfied in Hagler Badly's report "Wholesale Electricity 
Market Approach, Procedures, and Implementation Plan" 

7 Design a collections pilot program and pnvatization plan for a distnbubon company 

Hagler Badly prepared a pnvatization strategy and implementation plan with 
Pavlodarenergo and provided recommendations on ways to improve collections and other 
busmess processes a s  task created a joint strategy mth the senor management of the 
distribution company to attract qualified strategic mvestors to partlapate in a future 
pnvatization tender for the company The task also developed a dehled plan for 
Improving key business processes before the pnvatization of the firm These 
recommendations mclude increasing collections, enhancing mformabon management, 
and improvag other aspects of the company to make it more attractwe for investors 

Overall, t h~s  delivery order conttrbuted significantly to the progress acheved m the 
electrrcity mdustry m Kazakhstan m a relatively short penod of time The work under thls 
contract helped to lay the legal and institutional foundation that allowed the Government 
of Kazakhstan to acheve major steps forward in the restructurrng and pnvatization of one 
of its largest industrial sectors The work under thls contract also played a major role in 
shaping the new structure of the power mdustry and reorgamung the sector according to 
free market principles The attached exhlbit summarrzes the progress made d u n g  h s  
delivery order by detailmg the major quarterly outputs and events associated with both of 
the project tasks 

Hagler Badly 



1 ask 

Task 2 0 

Legal, Restructuring 
and Tarlff Reform 

1Q/95 -Teams of attorneys were formed to work on all 
three laws, w~th Latham & Watklns leadmg on the 

34/95 Met deadlme of August 3 1, 
1995 for electrlc~ty law assistance 

electr~c~ty and energy savlngs law, and Perrer Ham~lton 
and Scheetz lead~ng on the coal law 

Met deadl~ne of September 30, 1995 
for electr~c~ty tarrff ass~stance 

24/95 A draft electr~c~ty law developed by Latham & 
Watkms, translated mto Russ~an and prov~ded to the 
Kazakh counterparts 

The draft energy savings law was 
released by the MEC 

34/95 All comments were subm~tted and the Electrmty 
Decree was finahzed and approved by the Cabmet of 
Mmsters In August The Mmstry of Energy and Coal 
Industr~es (MEC) formed a comm~ttee to revlew all 
comments on electr~c law and to cons~der thew adoptron 

44/95 The Electr~clty Decree was 
Submitted to the Mlnlstry of Energy 
and Coal (MEC) and decree was 
signed on December 23, 1995 by 
Pres~dent Nursultan Nazarbayev 

before submlttmg a final draft to the Cabmet of ~ h i t e r  
for adopt~on 

Kazakhstanenergo for the USAIDIIIE Regulatory Study 
Tour In the U S , Ukrame and the Un~ted Kmgdom 

14/96 Prepared background 
documents on Issues relat~ng to the 

14/96 Prepare representatwes of the Mmstry of Energy 
and Coal Industry (MECI), State Commrttee on 
Ant~monopoly and Prmng Pol~cy (AMC), and 

24/96 The GOK adopted the Program o Energy Savmgs, 
which may or may not d~splace the need for the Decree 
on Energy Savmgs 

role of the MECI and an mdependent 
regulatory declslon-maklng, for 
attendees of the Repubhc Study Tour 

. . - 

USAIDJHagler Badly cont~nues to analyze financ~al, 
englneermg and techn~cal data and contracts recewed 
from counterparts In conduct~on the Electr~c~ty Tar~ff 
Study Alternat~ve model spreadsheets are bemg 
developed to propose a prlc~ng pol~cy and tarlff structure 
that wdl recover all costs and more ~mportantly be hkely 
for adopt~on and acceptabhty by the GOK and 
customers 

A semmar was held for 
representat~ves of the power sector on 
Electrwty Prmng Tar~ffs 

34/96 The GOK adopted the 
Resolut~on on the State Regulatory 
Commlss~on In Electr~c power 
Eng~neer~ng on July 25 In a quick 
response to an overn~ght request by 
MECI Manager Gallnova, subm~tted 
comments on our concerns with the 
Resolut~on The comments focused on 
two broad concerns, the lack of 
pol~t~cal mdependence and the need 
for spec~fic pr~nc~ples w~th regards to 

Other H~ghhghts 

44/96 Prepare for the GOK adopt~on of an Independent 
State Regulatory Comm~ss~on (SRC) and ass~st In the 

1Q/95 A draft concept paper for the 
electr~ctty law was developed, translated 
mto Russ~an, and prov~ded to the Kazakh 
counterparts D~scuss~ons were held w~th 
Kazakh counterparts, thew comments on 
electrwty law concept paper were 
rece~ved, and the concept paper was 
finahzed Based on the concept paper, 
draftmg of the electr~c~ty law was also 
started 

mdependent regulations Both of 
these concerns were adequately 
addressed In the final draft subm~tted 

24/95 The electr~c~ty law developed by 
Latham & Watkms was not accepted by 
the Mmster of Energy and Coal (MEC), 
even though MEC had been actwely 
lnvolved In the development of the 
concept paper and the draft Accordmg to 
the M~n~ster ,  the law needed to be 
converted Into a verslon more closely 
su~ted t o  the new Government's 
restructurmg pol~cy, and Kazakh law 
Thus the draft electr~c~ty law was not 
accepted by MEC, and MEC began an 
mdependent effort to develop a decree of 
law accordmg to its pol~cy 

14/96 Presentat~on at the meetlng of the 
GOK Comm~ttee on Natural Monopoly 
Issues on the need to s~multaneously set In 
place an independent regulatory 
commlsslon, develop an ~mplementat~on 
schedule for a cost-based tar~ff structure, 
and to properly valuate assets rn l~ght of 
the announcement that the GOK plans to 
p r~va t~ze  80% oft the state owned power 
generation facl l~t~es t h ~ s  year 



organlzatlon and day-to-day start-up operat~ons 

1Ql97 Several meetmgs have been held w~th the AMC, 
the MEC and w~th  KEGOC, the transmtsslon company 
(successor to Kazakhstanenergo), to d~scuss the 
methodology wh~ch has been recommended In the draft 
Tar~ff Report 

24/97 The Anti-Monopoly Commlttee, wh~ch 1s now 
respons~ble for settmg tar~ffs, has begun to use the 
methodology recommended In the Draft Tar~ff Report 
wh~ch was submitted last quarter In settmg the tar~ffs for 
the transmlss~on system 

The newly formed Strateg~c Plannmg Group under the 
Pres~dent has become ~nterested In creat~ng an 
mdependent regulatory commlssron A proposal has been 
presented to the Strateg~c Plannmg Group and Hagler 
Badly 1s work~ng to support them In t h ~ s  effort 

34/97 Several meetmgs have been held w~th the AMC, 
the MEC and w~th  KEGOC, the transm~ss~on company 
(successor to Kazakhstanenergo), to d~scuss the 
methodology wh~ch has been recommended In the Draft 
Tar~ff Report 

1Q198 Worked w~th  KEGOC and the Industry Workmg 
Group to develop a draft of the new Electr~c~ty Law 
whlch mcorporates the Items wh~ch are rncluded In our 
draft 

T h ~ s  prevlous draft of the Law from KEGOC was 
w~thdrawn because ~t was not accepted by e~ther the 
Industry Workmg Group or the Mmstry 

Continued to work w~th  the Industry Workmg Group to 
have our draft of the new Electr~c~ty Law accepted by the 
M~n~st ry  and the Industry 

Meetmgs w~th  the World Bank have ldentlfied that the 
World Bank has a Structural Adjustment Loan In 
Kazakhstan wh~ch may prov~de leverage In passage of 
our draft of the New Law on Electr~c~ty wh~ch ~ncludes 

jo~ntly by the AMC and the MECI to 
the GOK, however ~t appears that a 
comm~ttee of h~gh-level government 
offic~als were ultrmately selected to 
be members of the SRC, thus 
dampenmg the a b ~ l ~ t y  for ~ndependent 
decls~on-makmg 

4Q/96 USAlDlHagler Badly prepared 
a work~ng draft Resolut~on for an 
mdependent SRC at the request of 
MECI Mln~ster Kraponov and AMC 
Cha~rman Radastovetz The 
Resolut~on conforms wlth the 
recommendat~ons of the 
USAIDIHagler Badly Tar~ff Study 
and the plans to set rn place a 
comprehensive power pool 

USAIDIHagler Badly del~vered the 
draft report of the Electr~c~ty Tar~ff 
Study to the MECI, AMC, and 
Kazakhstanenergo Presentat~ons on 
the findmgs and recommendat~ons 
were made to several GOK 
representat~ves through two separate 
semmars and many d~fferent 
meetmgs The GOK representatlves 
requested ass~stance to develop an 
~mplementat~on schedule and to 
customize tarlffs and prwng 
structures, mergmg recomrnendat~ons 
w~th  thew soc~o/econom~c/pol~t~cal 
~mphcat~ons 

1Q197 Hagler Ba~lly subm~tted a draft 
of the Tar~ff Report to USAID, AMC 
and MEC 

2Q197 The Anti-Monopoly 
Commlttee, wh~ch 1s now respons~ble 

Met w ~ t h  representatlves of the World 
Bank and the As~an Development to 
d~scuss and encourage cond~t~onal~t~es on 
GOK power sector loans that are bemg 
cons~dered 

Met w ~ t h  key counterparts of 
Kazakhstanenergo and recewed projected 
annual expend~tures and fuel costs and 
other financ~al data needed to conduct the 
Tar~ff  Study 

2Ql96 J M~chael B~dd~son was the guest 
of MECI Mmster Krapunov and the 
keynote speaker at the annual "Meetmg of 
Power Engmeers" rn Akmola, the new 
capital of Kazakhstan He addressed over 
100 of the republc's mdustry leaders on 
USAID Ass~stance to the Power Sector In 
the ROK, and covered the current status 
and future cooperation In legal and 
regulatory reform, wholesale prlclng and 
tarrff structure, restructurmg and 
pnvat~zat~on, and the CAR electrmty 
contractmg and prlcmg reform project 

1Ql97 The GOK recognizes that the SRC 
has not yet been properly created, 
therefore the AMCIMECI st111 unoffic~ally 
dec~des quarterly tar~ffs Due to the rap~d 
changes that are occurring In the power 
sector, the GOK has not focused on 
revlslng the SRC In accordance w~th the 
decree on December 23, 1 995 

2Q198 The World Bank has determmed 
that the drafts of the new Electrmty Law 
wh~ch have been produced to-date by 
KEGOC and the M~n~st ry  are very I 

madequate, and don't prov~de for an 
mdependent regulatory commlsslon, I 



-- 

an independent regulatory commissron 

The Min~stry has rejected the patch-work draft of the 
new Law on Electrwty wh~ch has been proposed by the 
M~nistry Staff and the KEGOC, and has declared that an 
entirely new Law must be written Our draft 1s the only 
new draft 

Contmued meetings w~th KEGOC management and 
senior people to ass~st In the understand~ng and 
development of the power pool, new prlclng 
methodology, changed In the Electric~ty Law and the 
new State Regulatory Agency 

In meetmgs with the tar~ff people at KEGOC, got the~r 
support for a two-part transm~ss~on tar~ff 

24/98 Developed a draft MOU for USAID to subm~t to 
the Government to further promote our program of 
reform In the electr~c mdustry 

Met w~th  the V ~ c e  President of KEGOC, who has the 
new task of wr~ting a draft of the Electric~ty Law to offer 
to work for hrm, and to give h ~ m  Hagler Badly's draft of 
the Law 

Briefed the Ambassador on the status of the electr~c~ty 
sector pr~or to her meeting w~th Deputy Pr~me Mmster 
Zhandosov who has expressed ~nterest In cont~nu~ng the 
reform of the sector 

The Deputy Pr~me Mmster Dzandosov requested that 
the World Bank perform a revlew of the electr~c sector of 
Kazakhstan and adv~se the Government on cont~nu~ng 
the reform of the sector In 1998 

USAIDIHagler Bailly arranged meet~ngs w~th the 
s~gn~ficant members of the M~n~stry of Energy, Industry 
and trade and with executwes of the mdustry to assist the 
Bank In the~r assessment 

The World Bank sent a team of experts to Kazakhstan in 
June to perform a revlew of the electr~c~ty sector, and to 

for settmg tar~ffs, has begun to se the 
methodology recommended in the 
Draft Tar~ff Report which was 
subm~tted last quarter In setting the 
tar~ffs for the transmission systems 

44/97 Subm~tted the new draft of the 
Electr~c~ty Law to the M~nistry of 
Energy, Industry and Trade, after 
d~scuss~ons w~th prwate companies In 
the sector 

T h ~ s  new draft of the Law on 
Electr~c~ty 1s to update the 1995 Law, 
and ~t calls for an mdependent 
regulatory commission, wh~ch has not 
resulted from the prevlous law 

1QI98 Planned for the introduction 
of the new transmission tariffs 
with AMC 

34/98 Completed a new two-part 
transmisslon tar~ff report for the Anti- 
Monopoly Comm~ttee T h ~ s  new tarlff 
methodology is des~gned to address a 
number of the fundamental 
transmiss~on prrcmg problems 
currently affecting prwate mvestors in 
the power ~ndustry and to prov~de for 
a more equ~table allocation of costs 

Prov~ded the Natural Monopohes 
Comm ~ttee w~th add~t~onal ass~stance 
In response to regulatory questions 
ra~sed durmg meetmgs In Astana 

l~cens~ng  or adequate consumer 
representation 

34/98  Consensus has developed among 
the members of the wholesale electric~ty 
market of the need for an independent 
regulatory agency D~scuss~ons at recent 
mdustry meetings w~th  private and state 
wholesale electrlc~ty enterprises, ~nclud~ng 
KEGOC, have focused on the need for an 
~ndependent regulator as part of the 
format~on of a wholesale power pool 



Task 3 0 

Restructuring and 
Prwat~zatlon 

make recommendations to the Deputy ~ r k e  Mmster on 
the contmued reform of the sector World Bank team met 
wlth Hagler Ba~lly to dlscuss USAIDIHagler Badly 
approach to reform and restructurmg, ~ncludmg Hagler 
Badly's draft Electrwty Law and Pool Market Rules 

The World Bank report recommended the adopt~on of a 
new Electr~c~ty Law that would create an mdependent 
regulatory commlsslon They rev~ewed the draft verslons 
of the Electr~c~ty Law produced by KEGOC and the 
Mmstry of Energy, Industry and Trade, and commented 
that both are defic~ent The draft law produced by 
USAIDIHagler Ba~lly was sa~d to be much close to what 
IS requtred 

3Ql98 Traveled to Astana to present and d~scuss the 
recommended transm~ss~on tar~ff methodology w~th 
members of the Natural Monopol~es Comm~ttee 
(formerly AMC) Dur~ng these meetmgs Ms 
Popandopulo requested add~tlonal assistance on several 
spec~fic quest~ons related to the funct~ons of the 
regulator durmg the prwatrzat~on process 

4Ql96 MECI Mlntster Khrapunov appomted 
representat~ves of USAIDIHagler Ballly to h ~ s  
Organ~zat~on Comm~ttee and Execut~ve Group to 
concentrate on the organ~zat~on and development of a 
compet~twe market power pool for the Republ~c of 
Kazakhstan Mr Khrapunov developed a rather 
aggresswe work schedule and appointed USAIDIHagler 
Badly to draft a Charter Agreement, Market Rules and 
Settlement Procedures, wh~ch were submttted to the 
MECI for d~scuss~on purposes Meetlngs and semlnars 
have been ongomg w~th  GOK representat~ves to d~scuss 

2Ql96 Two large coal-fired power 
generat~on f a c ~ l ~ t ~ e s  were pr~vatlzed 
Ermakovskaya Electr~c Plant was sold 
to Japan Chrome and Karagand~skaya 
Thermal #2 Plant was purchased by 
Ispat-Karmer Both Purchases have 
large manufacturmg f a c ~ l ~ t ~ e s  that are 
served by the~r respectwe power 
plants 

44/96 USAIDIHagler Badly 
conducted an all-day semmar for 

2Ql96 The GOK adopted the Program of 
Prlvatrzatlon and Restructurmg of the 
Electr~c Sector wh~ch spec~fies the 
procedure and sequence of the 
restructurmg process as well as the 
pr~nc~pal  approaches to pr~vat~zatlon The 
program adopts many components 
recommended by USAID, ~ncludmg 
corporat~zat~on before case-by-case 
pr~vatlzatlon 

4Q/96 USAIDIHagler Badly has been 



- 
spec~tic Issues and concerns ~n~relat~on tothe draft 
documents 

1Q/97 Through a publ~c tender, the transm~sslon 
company has been offered for concesslon, two b~ds  were 
recewed, the b~ds  have been evaluated by the State 
Property Commrttee (GKI), and negotlatrons have 
started w~th  the Nat~onal Grrd Company of England 

As a member of the Mlnrster Khrapunov's Organ~zat~on 
Comm~ttee and Executwe Group, adv~sed on the type of 
power pool wh~ch would be adopted In Kazakhstan, and 
worked w~th the Mlnlstry to draft a Charter Agreement, 
Market Rules and Settlement Procedures for the pool 

2Ql97 ABB was announced to have agreed to terms w~th 
the Government to become the concesslonalre wh~ch w~ll 
operate g r~d  for 25 years Thls occurred after the 
Nat~onal Gr~d Company of England was announced as 
the first cho~ce, but were unable to agree to the 
Government's terms 

On May 13, 1997, the Mlnrstry requested that the 
Nat~onal Gr~d  of England come back because 
negot~atlons w~th  ABBNEAG had broken down 

44/97 Began dally meet~ngs w~th KEGOC management 
and senlor people to assrst In the understandrng and 
development of the power pool, new prlclng 
methodology, changes In the Electrrc~ty Law and the 
new State Regulatory Agency 

Contrnued weekly semlnar of power Industry people 
from KEGOC, the gencos, d~scos, and mst~tute people to 
dlscuss changes In the Industry, the law, regulat~on and 
tar~ffs Made a presentatron to the semrnar on the 
operat~on of d~fferent type of power pools 

Meetlngs w~th  the prlvate owners of the Industry 
produced posrt~ve support for the adopt~on of the 
wholesale market and the power pool 

Contrnued to work w~th KEGOC dally to formulate the 

-- 

several representat~ves of the AMC 
focus~ng on the need to create an 
rndependent SRC In order to set and 
enforce cost-of-servrce based tanffs, 
better organlze and conduct further 
prwat~zat~on and restructur~ng of the 
power sector, and prepare for a 
competrtwe market power pool 

1Q/97 Prov~ded documentat~on on the 
funds management for the pool 

Provrded draft l~censes for generators, 
the pool and supphers 

A meetrng of the foundmg members 
of the Kazakhstan power pool was 
held At the meetmg, the draft power 
pool charter created by 
USAID/Hagler Badly was d~scussed 
and unan~mously adopted by the 
members 

34/98 Completed and presented an 
analysrs of the market approaches 
avarlable to form an operat~ng power 
pool In Kazakhstan 

Provrded Pavlodarnergo Serv~ce 
Company w~th a comprehenswe 
strategic plan for prwat~zatlon, the 
Increase of collect~ons, and 
rmprovement other v~tal busmess 
processes 

Reserve pool estabhshed by 
wholesale market part~ctpants w~th 
assrstance from Hagler Badly Pool 
Charter and Market Operatmg 
Provrs~ons drafted for revlew by the 
wholesale market members 

requested to prov~de ass~stance In every 
aspect w ~ t h  regard to the format~on of the 
power pool lncludrng financ~al/~nvestment 
forecastmg, data systems evaluatron, and 
computer hardware assessments 
USAID/Hagler Ba~lly IS the only foregn 
adv~sor appomted to t h ~ s  project by the 
GOK 

1Ql98 Obtained comm~tment from the 
World Bank that they will support the 
reform of the power sector In 
Kazakhstan with a technical 
assessment in May 

2Q/98 The Government has agreed to 
contmue the reform of the electr~crty 
sector by contlnumg the pr~vatlzat~on of 
the drstribut~on companles Two 
add~t~onal  drstr~but~on companles have 
recently been pr~vat~zed, Kostena~ and 
Karaganda 

3Ql98 KEGOC and the members of the 
EIA agreed to establrsh a s~mple pool to 
trade reserves and to contract for the 
provrsron of anc~llary servlces The 
successful operat~on of t h ~ s  pool w~ll 
prov~de the electr~crty system wrth greater 
s t ab~ l~ ty  and rehabll~ty It IS a first step 
towards the development of a fully 
funct~onal power pool In Kazakhstan 

The government announced plans to 
p r~va t~ze  the remamng state-owned 
d ~ s t r ~ b u t ~ o n  and generat~on companles, but 
d ~ d  not release detarls of the prlvat~zat~on 
program or tender documents 



wholesale market w~th  the new rules wli~ch have been 
mtroduced by the~r new management to begm operat~on 
of the power pool 

34/97 As part of a small work~ng Group appomted by 
the Mmster, have been work~ng on the deta~led 
~mplementat~on of the power pool 

Worked w~th the new management of the newly formed 
KEGOC, the successor company to Kazakhstanenergo, 
to mtroduce the pool 

14/98 D~scussed w~th the World Bank the poss~b~l~ty of 
galntng the World Bank's support to cont~nue the 
prwat~zat~on of the REC's and the reform of KEGOC 

Obta~ned comm~tment from the World Bank that they 
wdl support the reform of the power sector In 
Kazakhstan w~th  a techn~cal assessment In May 

24/98 Part~c~pated In the CIS Power Engmeermg 
Congress In Almaty wh~ch d~scussed the reform In the 
electr~c~ty sector In the CIS countr~es 

The World Bank has remforced our ongotng 
recommendattons to prwat~ze the d~str~but~on companles 
as the only sure way to solve the problem of non- 
payments 

The Government has changed the att~tude of the past 
year In wh~ch ~t had tr~ed other methods of solvmg the 
non-payments problem, because these methods have not 
worked Now the Government has agreed to proceed 
with the prwat~zat~on plan ~t had begun In 1996, and to 
pr~vattze the rema~nder of the d~str~but~on companles 
durmg 1998 

The request for ass~stance from a local REC to move 
towards prwattzat~on 1s an ~ndtcat~on that the 
prlvat~zat~on of the dtstr~but~on companies may proceed 
t h ~ s  summer 

Met w~th the Pres~dent and V~ce  Pres~dent of 



Pavlodarenergo and the two Deput~es of the Ak~m of the 
Oblast to dlscuss them request for ass~stance In 
restructurmg, reorgan~zat~on and findmg a strateg~c 
Investor for the dtstr~but~on company 

3Ql98 In~t~ated task to ass~st the management of 
Pavlodarenergo In developmg a pr~vat~zat~on and 
collect~ons Improvement program Consultants from 
Pr~ce Waterhouse made several trlps to Pavlodar and 
completed a comprehens~ve plan to attract prlvate 
Investment to the company whde also lmprovlng current 
operat~ons through the modlficat~on of collect~ons and 
other procedures 

Attended the conference sponsored by KEGOC and the 
M~n~stry of Energy, Industry, and Trade to announce the 
pr~vat~zat~on of the remamng state-owned d~str~but~on 
and generat~on companies No detads were presented by 
the government concerning the actual pr~vat~zat~on 
process 

Worked closely w~th  the members of the Energy 
industry Assoc~at~on (EIA) and KEGOC In the 
agreement to lnltrate a s~mple power pool to handle 
reserve and anctllary servlce transact~ons 


