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1. Key Development Issues 
 
1.1 Strong economic growth, with average real GDP growth of 10% between 2000 and 2007, and 
rising incomes fuelled increasing demand for electricity in Kazakhstan. The electricity consumption 
growth averaged over 6% per year during this period. The major portion of the demand growth and 
more than half of total electricity consumption is in the booming southern regions. In the Almaty 
region in Southern Kazakhstan, growth in electricity consumption has exceeded 8% per year since 
2000. With the recent deepening of world economic crisis, the GDP growth and consequently 
consumption growth are likely to remain at a lower level. However, the impact on growth in 
electricity demand in Southern Kazakhstan would not be as significant, as it faced severe supply 
constraints in the past three years. Once the country recovers from the current economic slowdown, 
electricity demand in southern Kazakhstan is expected to continue to increase vigorously (nearly 6% 
per year till 2020). 
 
1.2 The present installed capacity in southern Kazakhstan is around 3,000 MW of which only 
2,300 MW is operational. Vigorous demand growth has brought to light weaknesses in the capacity 
of both power generation and transmission networks in the southern part of the country, which is 
suffering from an increasing power deficit. At present, the deficit in southern Kazakhstan, (estimated 
at around 6,000 GWH) is met largely by supplies from the north, supplemented by imported 
electricity primarily from Kyrgyzstan. During winter, a high cost oil/gas-fired power plant at 
Zhambyl is operated to meet peak demand.  However, the deficit cannot be fully met in the winter 
period of maximum electric loads, which necessitates load shedding with an adverse impact on 
regional economic development and social welfare. At the same time, because of the limited 
transmission capacity between the north and the south, surplus electricity from the northern power 
stations cannot be fully transferred to the South and hence much of the surplus is exported to Russia. 
The power deficit in southern Kazakhstan, which was 865 MW in 2007, is expected to increase to 
2,300 MW in 2020, unless major new investments are undertaken in the generation and transmission 
sectors. The deficit is predicted to be particularly severe in the Almaty region.  
1.3 In a way, the ongoing financial crisis and resulting slow down of economy has helped the 
electricity sector and somewhat eased the current and projected power deficits in the country.  
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However, this gain is being offset by the more restricted access to commercial financing of 
generation and distribution investments.  
 
1.4 In order to address the growing supply constraints in the southern region (and, to a lesser 
extent, in other parts of the country), in May 2007 the Government of Kazakhstan (GOK) approved 
an ambitious plan for the expansion and further modernization of the electricity industry, focusing 
on a substantial increase of generation capacity as well extension and modernization of the high 
voltage transmission network during the period 2007-2015.  Total value of the envisaged 
investments is US$23.5 billion, which include investment needs for additional power generating 
capacity amounting to US$ 12.9 billion. In spite of adverse factors, the overall financial position of 
Kazakhstan remains strong. Although, there may be a need for revision of the development plans, 
the country has the capacity and resources to implement majority of the expansions planned in the 
electricity sector.  
 
2. Proposed Objectives 
 
2.1 The project objective is to “provide the business enterprises and households in southern 
Kazakhstan with improved access to reliable, cost effective and high quality supply of electricity.”  
 
2.2 This objective will be achieved by increasing the capacity of the regional power transmission 
network to provide adequate supply of electricity to the rapidly growing southern part of the country, 
with particular focus on the Almaty region.  Existing and prospective supply deficits in the region 
are a barrier to both economic growth and human development.  By addressing these deficits, the 
project will help to ensure that broader societal objectives in terms of improved employment, 
incomes and standard of living can be achieved in Almaty region. Suitable indicators to measure the 
progress in achieving outcomes would be finalized with KEGOC during preparation. 
 

3. Rationale for Bank Involvement 
 
3.1 The Bank has a long and productive relationship with both the GOK and state enterprise 
KEGOC (Kazakhstan Electricity Grid Operating Company) in the development of the electricity 
sector in Kazakhstan. Through policy dialogue and under two ongoing Bank-financed transmission 
operations (system rehabilitation/modernization and new North-South 500 kV line), the Bank is 
helping the country in developing a  modern, efficient and financially sound power system , with an 
effective Independent System Operator (KEGOC) and a liquid, electronic spot market 
supplementing contractual arrangements between generators and customers. Since 2008, a real time 
balancing market has started to operate on a trial basis. Other achievements include (i) 
commercialization of transmission and dispatch services, (ii) transmission tariff restructuring; and 
(iii) adoption of modern electricity Grid Code. With these, the key transmission sector reforms have 
been largely completed. The Bank’s involvement in the proposed project would allow continued 
policy dialogue with the GOK and implementation monitoring of important sector reforms initiated 
under the Banks-supported transmission projects.  Being a natural continuation of the ongoing 
electricity transmission operations, the project will help to sustain their benefits by providing the 
infrastructure needed to ensure that national and regional electricity trade can take place without 
technical constraints and on a transparent basis.  



3.2 The proposed project is consistent with the objectives of the current Country Partnership 
Strategy, which are to support the development priorities of the GOK.  These include as one of the 
key pillars “investing in human capital and infrastructure” given that major segments of 
infrastructure (e.g., road and power transmission networks) do not meet the needs of a rapidly 
expanding economy.  The project would support this development priority by addressing growing 
constraints to reliable power supply. 
 
4. Preliminary Description 
 
4.1 The focal point of the proposed project is the construction of a new bulk supply point – the 
“Alma” substation (SS) – for the Almaty region.  Other related components include reconstruction 
and extension of related SSs and construction of overhead transmission lines (OHTLs).  Specifically, 
the main project sub-components are classified under two groups, as follows:   

a) Augmentation of Transmission Substation Capacity in Southern Kazakhstan 
 

• Construction of a new 220/500 kV “Alma” SS.    
 

• Reconstruction and extension of YuKGRES and Almaty SSs to increase their 
capacity.   

 
b) Augmentation of Transmission System Capacity in Southern Kazakhstan 

 
• Construction of 500 kV OHTLs to connect the “Alma” SS to the existing 

YuKGRES SS (about 325 km) and the Almaty SS (70 km) --YuKGRES SS is a 
major junction point on the North-South interconnector.   
 

• Construction of 220 kV OHTL Alma SS - Kensai SS (50 km) 
 

• Extension of 220 kV OHTL Almaty CHP-3 SS - Shelek SS to loop into Alma SS 
(50 km).   

 
• Extension of 220 kV OHTL Almaty CHP-3 SS - Robot SS to loop into Alma SS 

(10  km)  
 
4.2 Estimated cost of the project is US$220 million. The proposed IBRD funding is US$ 200 
million. Projected construction period is five years (with completion expected in 2013).  The GOK 
has agreed to provide state guarantee to cover the IBRD loan for the project. However, the GOK has 
indicated that this guarantee should be used before December, 2009.  
 
4.3 Concerning environmental aspects, the project has been classified as Category B because of 
limited impacts that can be readily managed through sound engineering design and construction.  
Anticipating this classification, KEGOC has already prepared a draft Environmental Management 
Plan which is being reviewed by the Bank.  
 
5. Safeguards Policies That Apply 
5.1 Whilst the Environmental Category is B (Limited Assessment), the proposed project will 
most likely trigger two of the Safeguards policies: 



5.2 Environmental Assessment (OP/BP 4.01): The site selected for the Alma SS is not near any 
buildings and is far from any residential areas. The Almaty SS and YuKGRES SS 
extension/reconstruction projects will be confined to the boundaries of existing plant fence lines. 
There are no significant environmental issues other than the normal issues of dust, noise and disposal 
of construction wastes, etc. During operation, the chief issues are noise, security and worker health 
and safety issues associated with high electromagnetic fields and the potential for contamination 
from leaking of transformer heat transfer fluids. No PCBs will be permitted for use in any 
transformer equipment to be purchased under the project for Alma, Almaty and YuKGRES SSs.  
 
5.3 Likewise, for the OHTLs, there are no significant environmental issues other than the normal 
issues of dust, noise and disposal of construction wastes, etc during construction. The selected routes 
and rights-of-way do not cross any environmental protection areas, structures or sites of cultural 
significance or areas of proven mineral reserves. For the most part, the land use along these routes is 
for grazing or agricultural production. In addition, to protect surface water quality, special attention 
must be paid where transmission lines routes cross rivers or streams and where worker construction 
camps are sited. The routes selected do not interfere with any migratory bird flight patterns and 
further adjustments will be made as necessary during the detailed design stage. During operation, the 
chief issue is noise (corona discharge) and public health and safety from the high electromagnetic 
fields.  
 
5.4 Involuntary Resettlement (OP/BP 4.12): Land will need to be expropriated for the new Alma 
substation (14.65 ha.) and the transmission towers (45.05 ha.). Furthermore, since the exact number 
of towers that will be built is unknown at this point in time and will follow from the detailed 
working designs for the power lines during the first year of implementation (after selection of the 
turn-key contractor), the exact scope and incidence of all land acquisition requirements cannot be 
precisely assessed now. Therefore, a Land Acquisition Policy Framework (LAPF) will be prepared 
as a condition of appraisal. Even though land acquisition will be necessary, it is clear that this will 
not result in the physical displacement of people.  Land will be acquired by KEGOC through a 
special government fund with compensation to be provided to the affected private owners.   This 
section will be reviewed by a social specialist. 
 
6. Tentative Financing 
 
Source: ($m.) 
Borrower 20 
International Bank for Reconstruction and Development 200 
 Total 220 
 
7. Contact Point 
Contact: Imtiaz Hizkil 
Title: Team Leader and Sr. Power Engineer 
Tel: (202) 473-0522 
Fax:  
Email: ihizkil@worldbank.org

 


