BRAZILTAN| POWER
INDUSTRY REFORM
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" THE POLITICAL ECONOMY
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3. The Outcome (so far)
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- ;UJr nanagerial practices

= J\u; glslatlon for water

*= Companies are not government agencies
= Tariff must reflect cost
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= Funding: government problem
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= Prlvatlzatlon
= Regulators
— Fiscal austerity
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ESEveral power plants in the same river
SAVide interconnected system to explore
i}_\gé Fological diversity

- ..-__._-..

*Water flow risk management is crucial
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— Large reservoirs

— Role of thermal power plants
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SENEVWconstitution
BSources of public funding disappeared
= sees are offered in public auctions
= dariffs based on price

NDES command

— Privatization first

e Distribution — generation — transmission

— Regulation later
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- — Decentralization

¢ Dispatching (30% power loss?)
® Pricing (reservoirs in the same cascade)
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— wn- rollable costs (RPI-X)

= ntrollable costs (pass through)
=4 NC rmatlve price
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Transmission

: '— Auction price (indexed)
— ONS costs
— Zone tariff
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) condary energy
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— Price

e Spot: Set of computer models
e Contracts: bilateral negotiation
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Serivatization
B} Distribution (160TWh — R$ 19.3 billion)

- Generatlon (9:2 GW — R$ 3.9 billion
= s Transmission — new lines privatized

' ‘Quallw of service improved
~  — Rural electrification increased

— Investment and operational costs
diminished
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s Lack of thermal power plants
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~ * Normative price

e Designed for flexible thermal power
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P Hydrological risk

— Lack of water regulation
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ESituation after the Rationing

= ;_ﬁ1ption dropped 10% below previous

 f fe}:ast ((same level of 2000)
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~ — Consumers are unhappy (tariff increases)
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— Regulator lost public confidence
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= Eti’zation before regulation
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‘_'# ‘j‘ Lack of water regulation

— No attention for risk management



