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EXECUTIVE SUMMARY

In 1999, the Government of Kazakhstan developed the Energy Sector Development Program
until 2030. The main goal is to achieve power independence of Kazakhstan based on the use
of the existing energy resources, by reconstructing and modernizing existing plants and by
constructing and commissioning new power plants serving exclusively to replace import. In
that context, the plan is also to increasingly introduce renewable energy resources into the
country’s energy balance.

Liberalization of the power sector has resulted in hard competition on power market.
Combined with the possibility of using cheap domestic coal with no major environmental
investment requirements for fuel gas cleaning and the fact that most currently operating
power plants have been inherited from Soviet times, for which no capital costs or future
rehabilitation costs are currently accounted, the tariffs have remained low. Currently, the
tariffs are based on a production cost of US$ 0.02/kWh, reflecting the operating, but not the
annualised investment cost. At such a tariff, it is difficult to justify investments in wind power
(or any new power source, such as gas), even in a promising site as Djungar Gate. The
average generation costs for wind power would be US$ 0.06-0.07 per kWh depending on the
location (wind speed) and on the turnkey investment costs of the wind farm.

Kazakhstan is rich in wind energy resources. Wind energy resource assessments show that
windy sites (with wind speeds over 6 metres per second, m/s) available near the Caspian sea,
around the Astana-Karaganda and some areas in the South. Apart from the barrier of
relatively low electricity tariffs, the following barriers were identified during the preparatory
(PDF B) phase of the project as main obstacles to the development of the wind energy sector
in Kazakhstan, such as (a) awareness, information and capacity barriers, (b) financial barriers,
and (c) institutional barriers.

To address these barriers, the United Nations Development Programme (UNDP) and the
Government of Kazakhstan decided to implement the ‘Kazakhstan - Wind Power Market
Development Initiative” project with a budget of US$ 7.274 million. Funds were applied for
to the Global Environment Facility (GEF), which contributes US$ 2.55 million. Large part of
the co-financing would be the investment in a 5 MW pilot wind farm at the Djungar Gate,
located near the Chinese border.

The UNDP Project Document mentions as its project goal (environmental objective) is “to
reduce Kazakhstan’s greenhouse gas emissions by facilitating the sustainable development of
the wind energy market in Kazakhstan. The project’s (development) objective is “to remove
the existing barriers to the grid-connected wind energy production in Kazakhstan”.

At the end of the project, it is expected that the following outcomes will have been achieved:
1. The project management structure will be established and operational.

2. The Government of Kazakhstan has developed and adopted a National Program on Wind
Energy Development, providing a supportive legal and regulatory framework for wind
energy development as well as new financial incentives and mechanisms to leverage
financing for the actual investments;

3. The local project developers and investors will have enhanced capacity to identify,
develop and implement commercially feasible wind energy investment projects,
including access to more accurate wind data from different locations in Kazakhstan. A
detailed wind resource assessment has been performed for the 6 most promising sites in
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Kazakhstan. Feasibility studies, business plans and investment proposals have been
prepared for at least 4 projects. The possibilities for cooperation with local machinery
plants to manufacture certain wind turbine components has been assessed and, as
applicable, initiated, thereby providing a basis for decreasing the costs of wind power.
Additional local and international financial resources have been leveraged to facilitate the
implementation of future investment projects;

4. The first 5 MW pilot wind farm in Djungar Gate has been successfully commissioned and
people are trained to ensure its reliable operation and regular maintenance;

5. The results and experiences obtained during project implementation have been carefully
documented, analysed and disseminated, thereby providing a basis for future promotion
of wind energy in Kazakhstan.

In accordance with regulations of the UN Development Programme (UNDP) and the Global
Environment Facility (GEF), a Mid-Term Evaluation has to be carried out under the
responsibility of the GEF-implementing agency (i.e. UNDP), of which the results are
presented in this report. A mission team was fielded to Kazakhstan from 3-13 September
2007 to undertake the mid-term evaluation. During the mission, extensive discussions were
held with representatives from UNDP Kazakhstan, Ministry of Energy and Mineral
Resources, Ministry of Environmental Protection, the Project Implementation Unit (PIU),
project developers and other stakeholders and relevant project documents were analysed.

The achievements of the project so far can be summarised as follows:

e The project management structure was established by the end of 2004, beginning of 2005
with the Project Implementation Unit (PIU) and Project Steering Committee (Outcome 1)

e Outcome 2 (national wind energy programme) has more-or-less been achieved according
to schedule and much work has been done on preparation of the wind atlas. Additional
funding from REEEP was mobilised resulting in reports on financing and regulatory
mechanisms and the addition to the project of the production of draft legislation and
presentation to the Ministry of Energy and Mineral Resources (with the REC system as
the financial mechanism to equitably share the cost of wind energy in the power sector as
a whole). Also, the draft National Wind Energy Programme is under discussion.

e OQOutcome 3 has met delay in the wind monitoring programme, because the component
only started by September 2006 instead of 2005. Measurements are being undertaken at 8
sites and, after the 1-year measurement period, masts will be shifted to other sites.

e Outcome 4 is delivered partially due to the delay in signing contracts and power purchase
agreements with the investors. The main reason for the delay in the planned Djungar Gate
wind farm pilot project is simply that the Government has not been able to deliver the
promised purchase power agreement (PPA).

One external factor has greatly influenced project implementation. In the same year the
project document was signed, in 2004, the Power Industry Law of 2004 introduced
deregulation and privatisation in the power sector of Kazakhstan. The challenge for the
project has been finding a buyer for the wind-generated power at Djungar Gate, after TATEK
dropped out due to this restructuring of the power sector. In Kazakhstan, wind power cannot
compete against the low tariffs based on the coal-based generation capacity. With the
privatization all wind energy companies have a profit objective and are not interested in
buying more expensive wind power. A group of investors in the Djungar Gate farm has been
identified to develop the Djungar gate, but no Purchase Power Agreement (PPA) has been
concluded because the cost per unit of energy produced would be higher than any prospective
power buyer would be willing to pay for.
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The opportunity for the project has been to propose a regulatory mechanism to overcome this
cost barrier to wind development in the framework of the restructuring power sector. The
project team has successfully seized this opportunity by adding the task of drafting a Law on
the promotion of renewable energy sources (RES), which will propose measures. In
discussion with government representatives various measures were considered, such as feed-
in tariffs, a quota system, a bidding mechanism, fiscal measures or capital subsidy.
Eventually the quota system was opted for. The basic idea is to introduce annual quota
obligations to energy producers to have renewable energy produced proportional with the
yearly produced volume of power. To meet their renewable energy (RE) obligation (set by
the RE Authorised Body), power producers can generate RE obligations themselves, by
Renewable Energy Certificates (RECs) from RE Production Organizations (that are
registered with the Body) or directly from the Body itself. Each REC will be based on
measurements of units of renewable energy being produced and transmitted to the grid and
will have a registration number. The Government will give the authority to control and
manage the REC programme to an RE Authorised Body (Renewable Power Committee). The
RECs will provide an additional income stream for RE producers. RECs will have a price
fixed by the Government at a level sufficient to encourage the development of wind projects.

Major conclusions coming out the evaluation analysis are as follows:

e By drafting this draft Law on RES and together with the resource assessment and
capacity building activities and bringing together a critical mass of representatives in
government and business community interested in renewable energy, the project is laying
the groundwork for future commercial renewable energy development in Kazakhstan. In
this sense, the Evaluation Team concludes that the Project Implementation Unit has
been performing quite satisfactorily.

e However, the project’s sustainability and replicability will critically depend on the
Government and Parliament accepting the Law on RES and, based on the Law, to have
adequate regulations for the proposed quota obligations and renewable energy certificate
(REC) system to make renewable energy investments commercially attractive for project
developers.

The Evaluation Team has the following recommendations:

e Law for RES. The most important outcome of the project may be the successful adoption
of such a Law. The project should put all possible resources into ensuring that the Law is
passed with no significant changes from the draft, including organising political
coordination between governmental entities as well as diplomatic missions to ensure
political pressure in favour of RES at the highest level.

o Djungar Gate pilot wind farm. The consortium of investors proposes to have the Djungar
project is planned to be up-scaled from 5 MW to 50 MW to make the project more
economically attractive, although the Government (MEMR) has not officially adopted
this proposal. Even if the (RES) would be passed in 2008, it would still take some time to
have the proper regulations on the renewable energy certificates (REC) in place. Only an
operating REC will provide the additional revenue stream to make investments in
projects, such as Djungar Gate, viable. An interim support option for Djungar Gate (to
cover the period up to when RECs can support its commercial performance) should be
negotiated urgently:

0 Implementation of the Djungar Gate project could be advanced if somehow the
Government (MEMR) would provide some additional financial support, for example,
in the investment itself or in guaranteeing a certain level of wind power sales at a
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tariff that would make Djungar Gate financially feasible; The case could be made,
since showing results is important by having the first demonstration of a wind farm in
Kazakhstan.

0 Even if agreement would be reached on the Djungar pilot, it will take some years or
so anyway to get the project started after PPA conclusion, including the time needed
to get financial closure, technical design and specifications. So, one option is to delay
the expenditure of the US $1 million (destined in the project budget as support for
Djungar Gate) until after the end of the project’s operations (end of 2008) until the
moment that the pilot will be commissioned.

e Budget and prioritization of activities. If the above-mentioned interim support options for
Djungar Gate (to cover the period up to when certificates can support its commercial
performance) cannot be negotiated, the question becomes urgent what to do with the US$
1 million originally destined in the UNDP/GEF budget for supporting the Djungar Gate
pilot'. An alternative option for the money could be to support feasibility studies on wind
power farms in other areas of the country, so these can be presented to project developers
and investors (once a functioning REC system is in place). Also, if the Law on RES
would approved soon, some funds could be spent on defining the regulations for the
certificate system and to elaborate generic PPAs.

e The Project Steering Committee (and especially MEP and MEMR) should play a stronger
role in providing political support (e.g., an urgent agreement of the additional GOF
funding for support of the legislation is needed) as well as providing stronger guidance to
the PIU on the Djungar Gate project. An urgent Project Steering Committee (PSC)
meeting will have to be called for to agree on what to do in the remaining period of 2007-
2008, based on the above-mentioned options. Maybe higher level staff of the Ministries
should participate in the PSC to enable such important decisions on budget and priorities.

e Based on the PSC’s decision regarding budget and activity priorities, the PIU needs to
draft a sound work plan for the remaining period of 2007-2008. The should include a
good exit strategy is defined regarding the transfer and dissemination of the project
information, wind data and reports and the ownership of the wind measuring equipment.
Some projects funds should be dedicated top set up a good website at an existing institute
in Kazakhstan were the project information can be downloaded.

Some lessons learnt are:

e The delays in actually constructing the first big wind farm in Kazakhstan in Djungar Gate
of by private developers confirms that the existing power market regulations in
Kazakhstan prevent the introduction of the RES into the current power market due to
their higher cost in comparison with the, mostly, coal-based plants. This is true for many
other countries as well. This means that some support mechanism has to be in place to
pay for the incremental cost of RETs, such as capital subsidy, fiscal measures, a quota
system or other measures. In this regard, elaboration and adoption of such mechanisms is
a first priority for programmes that aim to develop markets for grid-connected RE.

e Informal networking through meetings, roundtables, etc (and donor coordination) used by
the Project Implementation Unit (PIU) of the Kazakhstan wind project are useful for

As the investment of such a package is about US$ 58 million, the UNDP financial contribution will not be a
critical factor anymore. In fact, in the new power market reality of Kazakhstan, the pilot project should
demonstrate that the money flow from RECs certificates makes the project viable and not capital subsidy
(whether by UNDP or any other donor).
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bringing together potential investors and lenders that are willing to contribute to RES
development as well as for bringing together representatives from government, business
and academia as ‘friends of renewables’ in informal way.

e Construction of wind parks takes a long time, especially when project having to go
through long tender processes for selection of equipment and service suppliers. One
should be careful therefore in linking a capacity building programme’s indicator of
success too much with the realization of one particular pilot project. Similarly, political
decision-making is a long process. A project period of 3-5 years may simply not be
enough time to cover the cycle of policy formulation, enacting laws and defining
regulations. In the case of the Kazakhstan wind this has become clear. To really have a
policy formulation impact, a series of smaller interventions over a longer period might be
considered or the formulation of projects in phases in future UNDP/GEF projects.
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EXECUTIVE SUMMARY (IN RUSSIAN)

PE3IOME

B 1999 romy IlpaButensctBo Kazaxcrana paspabortamo Ilporpammy PasButus
OnekrposHepreTkd 10 2030 roma. OcCHOBHas TIielb — JOCTHYh DJHEPTETHYCCKYIO
HE3aBHCUMOCTh Ha OCHOBE WCIOJB30BAHMS CYIIECTBYIOIIUX SHEPrOMCTOYHHKOB C
PEKOHCTPYKIMENH M MOJEpHU3aLMeH NEeHCTBYIONMX MOILIHOCTEH, CTPOUTENIbCTBA U BBOJA B
JEHCTBUE HOBBIX AJIEKTPOCTAHIMH C LENbI0 MMIOPTO3aMelIeHUs. B IaHHOM KOHTEKCTe
IUIAHOM IPEAyCMaTPUBACTCA TAKKE YBEIWYCHHUE MCIOJIb30BAHMS  BO300HOBIISIEMBIX
HCTOYHUKOB SHEPTUH B SHEPTETHUECKOM OanaHce CTpaHbl.

Jlnbepanuzaiusi 3HEPTETUIECKOTO CEKTOpa IpHBeNla K JKECTKOH KOHKYPEHIMH Ha PBIHKE
anexktposHepru. CoyeTaHrne BO3MOKHOCTEH HCIONBb30BaHUS JEIIEBOT0 COOCTBEHHOTO YIS
0e3 ycTaHOBJICHHsI TPEOOBAHUI MO IKOJOTUYECKHMM HHBECTUIIUSM B OYUCTKY BBIOPOCOB U
TOTO, 4YTO OONBIIMHCTBO (YHKIIMOHUPYIONIMX B HACTOSIIEE BPEMsS DIIEKTPOCTAHIIMNA
YHACJIEZIOBAHO ¢ COBETCKOTO BPEMEHH M JUISl HMX HE BEACTCSA y4YeT 3aTparT Ha KalUTalbHbIC
BIIOXKCHUSI ¥ OyIylIue peaOMIIUTAllMOHHBIE MEpPONIPUATUS BEICT K HU3KUM Tapudam. B
HacTosIee BpeMs Tapu(bl OCHOBAaHBI Ha IIEHE MPOW3BOJACTBA 3JIEKTPOIHEPTUU IMPUMEPHO
0.02 mon. CHIA 3a KuioOBarT-4ac, KOTOpas OTpPa)kacT OICpPaIlMOHHBIE H3IEPKKU, HO HE
YYUTHIBAET HHBECTHIIMOHHBIE 3aTpaThl. C TakKUM Tapu(oM TPYJHO ONpaBIaTh WHBECTHIIUHU B
BETPOIHEPTeTUKY (Wi B JIFOO0I HOBBIM MCTOYHHK SHEPIHH KakK, HAIpUMeEp, Ta3) Jaxe Ha
TaKOM TEepCIeKTUBHOM ydacTke, Kak J[yHrapckme Bopota. CpenHss IleHa MPOW3BOJICTBA
AIEKTPOdHEPrun mo BerpoycraHoBkam coctaBut 0.06-0.07 mon. CIIA 3a kuimoBaTT-dac B
3aBHCHMOCTU OT MECTa pa3MeEIICHUs (CKOPOCTH BETpa) M MHBECTUIIMOHHBIX 3aTpaT Ha BBOJ| B
AKCIUTYaTaIMI0 BETPOBOH 3JIEKTPOCTAHIINH.

Kazaxcran oorat BETPOBBIMH SHEpropecypcamu. IIpoBenennsie OILIEHKH
BETPOIHEPreTUUECKOr0 MOTEHLMANA MOKa3bIBAIOT HAIWYME MEPCIEKTUBHBIX YYacTKOB (CO
CKOPOCTBIO BETpa CBBIMIE 6 METPOB B CEKYHIy. M/c) BONM3M Kacmuiickoro Mopsi, BOKpYT
Actansl 1 Kaparanne! 1 Ha 1ore cTpaHbl- 1mMoBTop. Hapsiay ¢ 6apsepoM B BUe OTHOCUTEIHHO
HU3KUX Tapu(OB Ha IEKTPOIHEPTHIO BO BpeMs noarotoButenbHoil (PDF B) ¢da3el npoekra B
KaueCTBE OCHOBHBIX MPENATCTBHH I Pa3BUTHA BETPOIHEPIETHYECKOTO CEKTOpa B
Kazaxcran Obiin ompeneneHsl Takue Oapbephl, Kak (a) HU3KHI YPOBEHb OCBEIOMIICHHOCTH,
WHPOPMUPOBAHHOCTH M MOTeHIHMana, (0) ¢puHaHCOBbIE Oapbephl U (B) MHCTHTYLHOHAIBHBIC
Oapbephl.

B wmemsx ycrpanenus otux OapsepoB Ilporpamma Passutuss OOH (ITPOOH) wu
MunnctepcTBo DHepreTukn W MUHEpanbHBIX PecypcoB pemmiau peamu3oBaTh MPOEKT
“Kazaxcran — WHHUITMATHBA pPAa3BUTHSA pPHIHKA BETPOIHEPTETHKH~ C Oromkerom 7.274
vuumona USD. ['mobanbHeril Dxonornueckuii @OH BHEC BKJIAA B pasMepe 2.55 MIITHOHA
USD. bBonburyto 4YacTh CO(QUHAHCHPOBAHUS COCTaBAT HWHBECTUIMA B  BETPOBYIO
ANIEKTPOCTAHIIMIO MOIIHOCTRI0O 5 MB B J[KyHrapckux BOpOTaxX, HaxXOISAIIUXCS BOIU3N
KUTaNHCKOM rpaHuLIbI.

[IpoexrtHeiii gokyment [IPOOH ykaspiBaeT B KadecTBe WLedHM MPOEKTa (PKOIOTUYECKON
3amaun) “‘COKpaTHTh BBIOPOCH TAPHUKOBHIX Ta30B B KazaxcraHe myTeM COICHCTBHS
YCTOWYMBOMY pa3BUTHIO PBIHKAa BETpPOdHEpreTHku B crpane”. IlpoexTHas 3apava (3amadu
pasBUTHsA) - “yCTpaHUTb cyluecTBylomue Oaprepel B KaszaxcraHe mansi BeTpOBBIX
AJIEKTPOCTAHITUH, TIOJKITIOUYAEMBIX K CETIM .
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B nepron peanuzanuyd M MO OKOHYaHMM TNPOEKTa OXKUAAIOCh, YTO OYAyT JOCTUTHYTHI
CIIEyIOIIUE Pe3yJIbTAThI:

6. CrpyKTypa ynpaBieHHs IIPOCKTOM CO3AaHa U ACHCTBYET.

7. TlpasurensctBo Kazaxcrana pazpaborano u npunsiio Hannonanenyro [IporpamMmy
o Pa3sutuio BetposnepreTuku, KoTopasi IpeAoCTaBseT MOAAEPKUBAIOLIIE
MPaBOBBIC U PETYIUPYIOIINE PAMKH IJIS1 pa3BUTHS BETPOSHEPI€THKH, A TAKXKE HOBBIC
MEpbl U MEXAHU3MBbI 3KOHOMHUYECKOTO CTUMYJIUPOBAHUS, YCUIUBAIOLINE
BO3MOXKHOCTH IJIA (1)I/IHaHCI/IpOBaHI/I$I pacxoa0B Ha MHBECTULIUH,

8. MecTHbIe 3aKa34MKH U MHBECTOPHI OyIyT UMETh YIy4IlICHHbIE BO3MOXHOCTH 10
OTIpeeTICHHIO, PA3BUTHIO M BHEPEHUIO KOMMEPUECKH KU3HECTIOCOOHBIX IPOTpaMM
10 MTHBECTUPOBAHUIO BETPOIHEPTETHUKHU, BKITIOUAS TOCTYII K 00JIee TOUHBIM TaHHBIM
10 BETPOBOMY MOTEHIIMATY C Pa3IMYHBIX yuyacTKoB B Kazaxctane. Bo3moxxHOCTH
COTPYJHHYECTBA C MECTHBIMH MAITHHOCTPOUTEIHHBIMU MPEATIPUATHIMH 10
BOIIPOCaM MTPOM3BOCTBA BETPOBBIX TYpOWH OILIEHEHBI M HACKOJIBKO ATO IPUMEHHIMO,
PaCIIMPEHBI U TEM CaMbIM 3aJI05K€Ha OCHOBA JUIsI CHIKEHUS 3aTpaT Ha
BETPOIHEPTeTUKY. J{OOTHUTENEHBIE MECTHBIE 1 MEXTyHApOIHbIE (DMHAHCOBEIC
PECYPCHI YCHIIHIIN U COJIEHCTBOBAIH pean3alui Oy yIInX HHBECTUITHOHHBIX
MIPOEKTOB;

9. IlepBas muioTHast BETPOINEKTPOCTAHIUA MOIIHOCTBIO 5 MBT B J[XKyHrapckux
BOPOTax YCICIIHO BBEAEHA B HKCIUIyaTallIO ¥ IEPCOHAN 00yUeH AJIsl TOr0, YTOOBI
obecrieunBaTh HaJEKHYIO PaOOTy U €€ IIOCTOSHHOE 00CITyKUBaHNUE,

10. Pe3ynbTaThl ¥ OIBIT, IOJYYECHHBIE B XOJ€ pealn3alliy IPOeKTa THIATEIIbEHO
3aJIOKyMEHTHUPOBaHbI, IPOAHATN3UPOBAHBI U PACTIPOCTPAHEHEI, TEM CaMbIM,
3aKJIapIBasi OCHOBY UIA OYIyIero MpoIBMKEHUS BeTpodHepreTuky B Kazaxcrane.

B cootBerctBHE ¢ pykoBoaaummu gokymeHTamu IIporpammer Passutuss OOH (ITPOOH) u
I'mobanpHOTO DKomormueckoro ®Ponma (I'DD) B pamkax obs3aHHOCTEW McmomHsromero
arearctBa [ D@ (t.e. [TIPOOH) mpoBeneHa cpemHecpodHas OICHKA, PE3YIbTATHl KOTOPOM
npencTaBieHbl B 3ToM  oTdeTe. ChopMHUpoBaHHass C 3TOH IeNbI0 TIpylna MpoBela
CpeHECPOUYHYIO OLICHKY Ha Mecte, B Kazaxcrane, 3-13 cents0ps 2007 roga. B xone muccun
COCTOSUTUCH ~ OOcTosITeNbHBIE 00cyxneHuss ¢ mnpencraButensmu [[POOH Kazaxcraw,
MunncrepctBa OHepreTuku u  MuHepanbHbix PecypcoB, MunucrepctBa OxpaHbl
Oxpyxatomeit Cpeapl, PYKOBOJICTBOM IPOEKTa, 3aKa3yMKaMU TMPOEKTa U APYyTUMHU
3aMHTEPECOBAHHBIMU JIML[AMU, IPOBEJCH aHAIU3 TOKYMEHTOB IPOEKTA.

Ha Tekymiuii MOMEHT JOCTH;KEHHMS IPOEKTa MOTYT OBITh DPE3IOMHPOBAHBI CIEAYIONIIMM
obpazomM:

e CTpyKTypa 10 YIpaBIeHUIO MMPOESKTOM co3naHa K kKoHIty 2004 roma u k Hagany 2005
rojia oHa coctouT u3 I'pynmsl no peanuszanuu npoekrta (I'PIT) n Komurera no
Yupasnenuto [Ipoekrom (KVYII) (Pesynbrar 1)

e Pesynprar 2 (HauMoHANBHAs MPOrpaMMa 10 BETPOIHEPTeTHUKE) NOCTUTHYT Ooee-
MeHee B COOTBETCTBHHU C TpadMKoOM H OoJbIias paboTa MpoBeIeHa MO MOITOTOBKE
BETPOBOTO ariaca. [[puBnedenue NOMOTHATETHHOTO (GMHAHCHPOBAHUS CO CTOPOHBI
[TpoekTa o BO30OHOBIISIEMON HCTOYHUKAM SHEPTHH U SHEProdPPeKTHBHOCTH
(REEEP) nano pe3yibTarsl B BUI€ OTYETOB 110 (HHAHCOBBIM U PETYIATHBHBIM
MeXaHU3MaM U BaKHOTO IPEJIOKEHUS I TpoekTa 3akoHa 1mo BUD (¢ cuctemoii
cepTudUKay BO30OHOBIIEMOW SJHEPTHH B KauecTBe (PMHAHCOBOTO MEXaHU3Ma I10
paBHOMY pacHpeesIeHHIO 3aTpaT M0 BETPOIHEPTETUKE IO BCEMY CEKTOPY
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SHEPreTUKH B 11eJIoM). Takke B HacTosiee Bpems: Harmonansnas [Iporpamma 1o
BetposHepreTuke npoxoauT o0CyKIeHHUE.

e Pesynbrar 3. UMeeT MecTo 3aepxKa ¢ IpOrpaMMOi MOHUTOPUHTA BETPOBOTO
MOTEHIMAIIa, TIOCKOJIEKY KOMIIOHEHT 3aIyIieH B okTssope 2006 roga BMecTo OKTSOps
2005 roma. 3mepeHus mpoBeICHBI Ha 8 ydacTKax U MOCIIE OJHOTO TOAa MPOBEACHIS
3aMepOB MayThl OyIyT MEPEMEIICHBI Ha PYTHe YYACTKH.

e Pesynbrar 4 TOCTUTHYT YaCTUYHO MO MPUIUHE 3aACPHKKU C MOANUCAHUEM
KOHTPAKTOB ¥ COTJIAIIEHH 110 TIOKYIIKE 3JIEKTPOIHEPTHU C WHBecTOpaMu. [IpuanHa
3aIep>KKHU C TUJIOTHOM BeTpocTaHIuel B JPKyHrapckux BOpoTax B TOM, YTO
[IpaBuTENHCTBO HE B COCTOSTHUM 00OECIIEUNThH COTJIAIIEHHE O MOKYTIKE
anekrposneprun (CIID).

OnvH u3 BHEeIHUX (AKTOPOB, KOTOPHIN CUIBLHO MOBIMSI Ha pealu3aluio npoekra. B Tom
XKe rofy, Korga OblI NOAMKCaH MPOEKTHBIA AOKYMEHT, 3akoH 00 anekrposnepretuke 2004
rofa BBEJN IOIXOABI M0 MNCHEHTPAIM3ALMM W NPUBATHU3ALUH B SHEPIETHUECKOM CEKTOpe
Kazaxcrana. Bosnukna mnpoOsiema, cBsi3aHHAas C IIOKyIaTeJeM 3JEKTPOIHEPIUU II0
BETPOYCTaHOBKE B J[KYHrapCKuUX BOpOTax, Mocie Toro, kak ot uaen ¢ TATOKom npuninocs
OTKa3aThCsl MO NPHYMHE PECTPYKTYpU3aLMK 3HepreTuueckoro cekropa. B Kaszaxcrana
JIEKTPO3HEPIys, NMPOU3BOAMMAs 3a CYET BETPa, HE MOXKET KOHKYPHPOBAaTh C HU3KHMU
TapudaMu OCHOBAaHHBIMU Ha WCIIOJNB30BAHWU YTOJBHBIX MolIHOcTel. [locne mpuBarn3anu
BCE JHEpropacipeiesiole KOMIAHHH OPHUEHTHPOBAHBI Ha TONy4YeHHE NPHOBUIM U HE
3aMHTEPECOBAHBl B ITOKYIIKE OoJiee JOPOrol BETPOBOW SHEPTrHU. I 'pyrmima WHBECTOPOB IO
BEeTpOCTaHIMKU B JKYHrapckux BOpoTax ObuIa OIpeneneHa A pa3BUTUS TPOEKTa, HO
Cornamenue mo Ilokynke OHeprum He OBUIO 3aKIIOUYEHO, TaK KaK LeHA 3a EAWHHILY
3JIEKTPOHEPIHH 110 JAHHOMY MPOEKTYy OyAeT BhIIE, HEXeNu 000 MOTEHIHMANbHBIN
MOKyIaTeNb T'OTOB 3aIUIaTUTh 3a Hee.

Bo3MOXHOCTBIO TIpO€KTa OBIIO TPEANIOKUTh PETYIATUBHBIA MEXaHU3M [UIsl TPEOIOJICHUS
IIEHOBOTO Oaphepa sl pa3BUTHUS BETPOIHEPTETHKH B YCIIOBHUS PECTPYKTYPHU3UPOBAHHOTO
pBIHKA ay1eKTpodHeprun. IIpoekTHas KOoMaHIa yCHENIHO HCMOJbh30Bajia 3Ty BO3MOXKHOCTD
MOCPEICTBOM JONOJHUTENBHBIX 33/a4 IO IOATOTOBKE INPOEKTa 3akoHa O MOJACPKKe
BO300HOBIISIEMBIX HCTOUYHUKOB dHeprun (BUD), B koTopoMm OyAyT mpeuiokeHbl 3Ti Mephl. B
Xole OOCYXIEHHH C TPEeNCTaBUTEISIMH T'OCYJApCTBEHHBIX OPTaHOB OBUTH PacCMOTPEHBI
pas3n4HbIe MEPHI, TAKHE KaK TOAACPKUBAIOLINE TApUPHI, CUCTEMa KBOT, LIEHOBOH MEXaHH3M,
(ucKanpHBIE Mepbl WK CyOCHINY B KaUTaJOBIOKEHHUS. B KOHIlE KOHIIOB, OblIa BHIOpaHa
cucreMa kBOT. OcHOBHas wWaes - BBECTH ©XKEroAHble O00s3aTenbcTBA IS
SHEPTONPOU3BOIAIINX KOMIIAaHHH TI0 KBOTaM O3JIEKTPOIHEPIHH, TEHEpUpyeMoil 3a cyer
BO300HOBIIIEMBIX HCTOYHHKOB, B €XKErOAHOM OO0BEMe IPOU3BOAMMON »Heprud. s
BBITIOJTHCHUS WX 0053aTeIhCTB (YCTAaHOBJICHHBIX YTMOTHOMOYeHHBIM Opranom mo BUD)
MPOM3BOJUTENNA  DHEPIMH  MOTYT  CaMmoCTOsTelIbHO  mpuoOperats  Ceprudukarsl
Bo3oOHoBsieMoid  DHepruu  OT NPOM3BOMSIIMX KOMIAHUHM, wucnoip3ylommx BHUO
(3aperucTpupoBaHHBIX YTOMHOMO4YeHHBIM OpraHom), nubo y YmomHomoueHHoro Oprasa.
Kaxnmerii  BeImaBaeMblii  cepThduKaT BO30OHOBIAEMOW JSHeprumw OyJeT OCHOBaH Ha
MOKa3aHUSIX EAWHHI MPOU3BOAMMON BO30OHOBISIEMON SHEPTHH U IepeJaBaeMoil MO CEeTH, U
OyIeT WMeTh PETHUCTPAIMOHHBIH HOMep. lIpaBUTENbCTBO MPEAOCTABUT IOJHOMOYHS TIO
KOHTPOJIIO ¥ VIOPAaBICHHUIO MPOTpaMMON  CEpTH(HUKATOB BO30OHOBISEMOW JHEPTHUU
CHenMajgbHO yHOoJHOMO4YeHHOMY oprany (KomuTtery 1o BO300OHOBISIeMON 3SHEpPrHH).
Ceprudukauuss  OpeJOCTaBUT  JOMOJHHUTENBHBIE  JOXOABI AN IPOHM3BOAMTENCH
Bo3oOHOBIsieMord  sHeprum. CepTudukarel OyayT WMeTh (UKCHPOBAHHYIO IICHY,
yCTaHOBNICHHYIO [IpaBUTENLCTBOM Ha YpOBHE JOCTATOYHOM ISl TIOAJEPKAHUS Pa3BUTHS
BETPOBBIX IPOEKTOB.
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OCHOBHEIE BbIBO/IbI, IIOJYYCHHBIC B PE3YyJIbTAaTC HpOBeIIeHHOﬁ OIICHKH, BKJIIOYAIOT
CJIeayromieec:

e [loarorosus mpoekt 3akoHa 1o B3 BKyIie ¢ OIIEHKOW pecypCcoB, AEITEILHOCTHIO IO
HapalnBaHWIO ITOTCHIIMAaIa U CO3JaHNEM KpHTPI‘IGCKOfI MaccChbl HpeI[CTaBHTeHefI
TOCYIapCTBEHHBIX OPTaHOB M OM3HEC COOOIIECTBA, 3aMHTEPECOBAHHBIX B PA3BUTHU
BO300HOBIISIEMO SHEPTETHKH, TPOSKT 3aJI0XKHII OCHOBBI IJIs1 OYAyIIETO
KOMMEPYECKOTO pa3BUTHS BO30OHOBIIsIEMO 2HepreTHKY B Kazaxcrane. B aTtom
cmeiciie ['pynma mo OrieHke MpuInia K 3aKII0YeHHI0, 4To ['pymnma mo Peanuzarm
[Ipoekra ocymiecTBiIseT padOTy BIIOJHE yIOBICTBOPUTEIHHO.

e (OIHaKO yCTOWYMBOCTH MPOEKTA U €r0 BOCIPOU3BOJUMOCTD YPE3BBIYAMHO CUIBHO
3aBUCAT OT puHATHS [IpaBuTtenscTBoM u [lapmamentom 3akona o BUD u
OCHOBAHHBIX Ha 3TOM 3aKOHE PETYIHPYIONINX MOJOKEHHUH 10 PEI0KEHHBIM
00s3aTeIbHBIM KBOTaM U CHCTEME CePTU(UKAIINH BO30OHOBIISIEMOI SHEPTUH, YTO
cieTlaeT MHBECTHUIIMH B BO30OHOBIIIEMbIE HICTOYHUKH SHEPTUH KOMMEPYECKH
MPUBJIEKATEIbHBIMU IS 3aKa34HKOB IIPOEKTOB.

I'pynna mo Onenke BeipaboTalia CIenyOLUe peKomMenoayuu:

®  3axkon o 60300HO6NAeMbIX UCMOUHUKAX dHepauu. IIPOEKT NODKEH BIOXHUTH BCE
BO3MOXKHBIE pecypchl B oOecredyeHne TOro, 4ToObl 3akoH ObUT NpHHAT 0e3
CYLIECTBEHHBIX HM3MEHEHHH B MPOEKTE, BKIIOYAs OPraHU3alfio TMOJIUTHYECKOMH
KOOpIMHALUY MEXIY I'OCYAapCTBEHHbIMHM OpPraHaMH, a TAKXKe JUIJIOMaTHYECKUMHU
MUCCHSIMH JJIs1 TOTO, YTOOBI 00ECIICUUTh MOJUTHUECKOE AaBlIcHUE B mMoyib3y BUD Ha
CaMoOM BBICOKOM ypOBHE.

o [lunomuas 6emposnekmpocmanyus @ [ocyH2apckux 60pomax.

e KoHcOpuMyM HMHBECTOPOB MpEIJIOKHI, YTOOBl  3alVlaHUPOBAaHHAs  MOIIHOCTh
JxyHrapckoro npoekTa Oputa yBenmmueHa ¢ 5 MBT g0 50 MBT ¢ Tem, uToObI crenatb
MIPOEKT 0Oojiee HPKOHOMHYECKH NPHBIIEKATeNbHBIM, XOoTsa IIpaBurensctBo (MOMP)
ounmanbHO HE YTBEPAWIO 3TO MpemiokeHue. Jaxke ecan 3akoH O BO30OHOBISIEMBIX
WCTOYHHUKaX 3Hepruu Oyzner mpuusaT B 2008 romy, moTpedyercs eme HEKOTOPOE BpeMs
UL TPUHSTHSA PErVIaMEHTHPYIOIMX IOJIOKEHHH IO cepTU(HKALUU BO300OHOBIAEMOI
sHeprud. TonbKO  (QYHKIMOHHMpYIOIIas CUCTeMa CepTUQHUKANUU  MPEIOCTABHUT
JOTIOJTHUTENBHBIA MOTOK JOXOAOB Ul TOTO, YTOOBI CAENaTh MPOeKT Mo JKyHrapckum
BOpOTaM JKHM3HECHOCOOHbIM. [lo TpOMeXyTOUHOMY BapuaHTy MOANCPKKH UL
JKYHrapcKux BOpOT (MOKPBITH TEpUOJ A0 TOro MomeHTa, korma CBD cmoryt
NOJ/ICPKUBATh pealu3aldio Ha KOMMEPUYECKMX Hayanax) HeoOXOAWMO BECTH
MIEPEroBOPHI Ha CPOYHOM OCHOBE:

O Peammzanus npoexkra no JKyHrapcKMM BOPOTaM CMOXKET IPOJBUHYTHCS, €CIIU
[MpaButensctBo (MOMP) mpemocTaBUT KakuM-1HOO 00pa3oM  HEKOTOPYIO
JNONOJHUTENbHYI0  (MHAHCOBYIO  HOIJEPXKKY,  HampuMmep,  COOCTBEHHBIM
MHBECTUPOBAHUEM HJIM TIOCPEACTBOM IIPEOCTABICHUS FAPAHTUH HA MOKYIIKY KaKOM-
TO YacTH BETPOBOW JHEPTHH IO IEHE, KOTOpas IMO3BOJHT clenaTh J[KyHrapckue
BOpOTa (PMHAHCOBO NMPHEMJIEMBIMH. DTOT MPHMEpP Ba)KEH IJSI TOTO, YTOOBI MMETh
NEPBBIA JAEMOHCTPALMOHHBIH NPOEKT BeTpocTaHUMH B KaszaxcraHe m MOXeET TeM
CaMbIM MOKa3aTh Pe3yJIbTaThI

0 Jaxe ecimu cormameHue OyaeT AOCTUTHYTO 1o JKyHrapckomy MHIIOTY,
MOHAA00UTCS HECKOJIBKO JIET MM YTO OKOJIO TOTO, YTOOBI MPOEKT CTAPTOBAJ MOCIE
saxmodeHus CIID, Bkirodas BpeMs, HEOOXOIUMOE I TOMydeHUs (HUHAHCOBOTO
MOKPBITHS, TEXHHYECKOTO IMPOEKTHPOBaHUs W crernudukanuii. Tak, 4To OJWH M3
BapUaHTOB — mepeHecTH Bblmiary 1 muH. gomnapoB CIIA (mpemHa3sHaYeHHBIX
IIPOEKTHBIM OroJKeTOM Al J)KyHrapckux BOpOT) CO BPEMEHH KOHIIa OIepanuil 1o
npoekty (koHer 2008 roga) 10 MOMEHTa, KOTla MUJIOT Oy/eT 3aIyIleH.
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e  bwdocem u  npuopumuszayus — Oeamenvhocmu. Ecaum 1o BbIICyKa3aHHBIM
MPOMEKYTOYHBIM BapuaHTaM JUIS TOANEPKKH JIKyHTrapCcKUX BOPOT (4TOOBI MOKPHITH Ha
MepuoJ 10 TOr0O MOMEHTA, KOTAa CEPTU(PHUKATEI CMOTYT MOANEPKUBATH OCYIIECTBICHHE
Ha KOMMEPYECKHMX Hadanax) He YIacTCs JAOTOBOPUTHCS, TO BCTaHET CPOYHBII BOIPOC,
gyTo nmenath ¢ 1 muH. goiutapoB CHIA, wW3Ha4anbHO MpeIHA3HAYCHHBIM B OIOKETE
MMPOOH/T2® ans moanepxku J»KyHTrapckoro nunora’. B kauecTse aJbTEPHATUBHOIO
BapuaHTa [JEHbFM MOTYT OBITh HCIOJB30BaHBl Ha (uHaHcupoBanue TO0 1o
BETPOJIEKTPOCTAHIMSM B JPYTUX PErHOHAX CTPAHBI VIS TOTO, YTOOBI OHM MOIJIM OBITH
MpeACTaBIeHbl  pa3pabOTYMKaM H  WHBECTOpaM  NPOEKTOB (B TO  BpeMms
¢yskmronupytomas cucrema CBD 3apaboraer) Taxxke ecnmu 3akon mo BUD Oyxmer
HIPUHAT [JOBOJIBHO OBICTPO, TO HEKOTOphle (OHABI MOTYT OBITH IOTPAadyeHbl Ha
(dopMyNHpOBaHHE PETYIHUPYIOMIMX TOJIOKEHUH TIO CepTU(PHUKAMUOHHONH CHCTEME U
paspaboTke TunoBeix CIID.

o Komumemy no ynpagrenuro npoekmom (ocoberHo MOOC u MBOMP) nHeobOxoammo
CBITPaTh CHJIBHYIO POJIb B TPEIOCTABICHHM ITOJUTHYECKON MOJIJIEP)KKH, HarpHuMmep,
MOCPEACTBOM  CPOYHOTO  COTJIAICHWS  HA  TOCYNApCTBEHHYIO  HOIJEPKKY
3aKOHOJIATENILCTBA, €CIM MOTpeldyeTcs, a Takke B obOecrieueHnu pykoBojactBa ['PIT mo
mpoekTy B JkyHrapckux BopoTax. HeoOxommmo cpodHO co3Barh 3acemanue Kommrera
MO YIPABJICHHUIO TIPOSKTOM JJIsl COTJIAIIEHHS IO TOMY, YTO JeJIaTh B OCTABIIMKCS TIEPHO
2007-2008 romoB, OCHOBBIBasCh Ha IMPHUBEICHHBIX BHIIIE BapHaHTax. Bo3MOXHO, YTO
TpeOyeTcst y9acTre BBICIINX JOJDKHOCTHBIX Jni MuHUcTepcTB B KYIle mist Toro, 4To0s!
JIaTh BO3MOKHOCTh IIPHHSATH BaXKHBIC PELICHUS 110 OIOKETY M IPUOPUTETAM.

e Taxke Ba)KHO OTPEEINUTH XOPOUIYIO CTPATETHIO T10 Mepeadue U paclpoCTPaHEHUIO
MPOEKTHOM MHPOPMAINH, JaHHBIX TI0 BETPOBOMY IOTEHIIHATY U OTYETOB,
OIPEICIICHHIO BIIA/ICNbIa 000PYyIOBaHHS I10 H3MEPEHUIO BETPOBOTO TOTEHIIAAIIA.
OrmpeneneHHas 9acTh CPEICTB MPOEKTA TOJDKHA OBITH BBIJIC/ICHA HA CO3/IaHHE
Xopoiuero Be6 caiita Ha 6a3e oxHOU U3 NeicTByomuUX B Kazaxcrane HHCTHTYTOB,
OTKY[Ia IPOEKTHAs! HH(POPMAIIUS MOYKET BIIOCIECICTBUH CKaYMBATHCA.

HeKOTOpI)Ie HU3BJICYCHHBLIC YPOKHU:

e 3aepiKKU CO CTPOUTENBCTBOM IIEpBOH OOIBIION BeTpoanekTpocTanuu B Kazaxcran
B /[XKyHrapckux BOpOTax 4YaCTHBIMU MHBECTOPAMU MOATBEPKAAIOT, UTO TEKYILEE
perynupoBaHue phIHKa 3JIeKTpo3Hepruu B Kazaxcrane npensTcTByeT BHEIPEHUIO
BUD B cymecTByIomuii peIHOK 1O pU4HHE OoJiee BEICOKUX 3aTpaT B CPABHEHUU B
MIEPBYIO OYEPE/b C YTONBHBIMHE AJIeKTpocTaHusIMu. C Takoi mpoOieMoit
CTAJIKWBAIOTCS MHOTHE CTPAHBI. DTO O3HAYAET, UTO JIOJKEH MPUCYTCTBOBAThH KaKOii-
TO MEXaHW3M JIs1 TIOKPBITHS J00aBOYHON CTOMMOCTH Tapu(oB HAa BO3OOHOBIISIEMbIC
WCTOYHVKH SHEPTUH, TaKHe KaKk CyOCHINN Ha KalUTaJIOBIOXKEeHMs, (PrCKambHbIE
MepBbI, CHUCTeMa KBOT WX APyTHe Mephl. B 3TOM oTHOIEHNH pa3padoTKa U IPUHATHE
TaKUX MEXaHU3MOB SBJISI€TCSI OCHOBHBIM NMPHOPHUTETOM IIPOTPaMM, HalleeHHBIX Ha
Pa3BUTHE PHIHKOB MOIKIIOUYEHHBIX K CETSM BO30OHOBIISIEMBIX HCTOYHHKOB HEPTHH.

e HedopmanbHoe 06cykIeHIE TOCPEACTBOM OPTaHU3AIUH BCTPEU, KPYTIIBIX CTOJIOB U
T.1. (1 KOOpIUHAIUS JOHOPOB), UCTIONB3yeMoe [ 'pymimoit o peanu3aruu mpoeKTa
(I'PIT) mo BetpoanepreTrke B KazaxcraHe sIBISIETCS MONE3HBIM JIJIS COMMIKEHUS
MOTEHIIUAIEHBIX UHBECTOPOB U 3aeMIIMKOB, JKEIAMUX pa3BuBaTh BUD, a Takke
TUTS cO3/1aHus HeOPMAITFHBIX KOHTAKTOB CPEIH MPECTaBUTEIEH rOCy 1apCTBEHHBIX

Tak obwwme uHBecTMUUK cocTassAT okono 58 mnH. gonnapos CLUA dwuHaHcoBbin Bknag NMPOOH He siBnsioTcs
6bonee cToMnb 3HAaYMMbIM (PAKTOPOM. Ha camom gene B peanusix HOBOTO pbiHKa 3NeKTpoaHeprun B KasaxctaHe
NUIOTHBIN NPOEKT AOIMKEH MPOL4EMOHCTPUPOBaTh, YTO (DUHAHCOBLIA MOTOK OT cepTudukatoB CB3 cpenaet
NPOEKT XN3HecnocobHbIM, a He cybcmaun B kanuTanosnoxeHus (6yab To NMPOOH wnu gpyroi 4oHOP).
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OpraHoB, OM3HEC CEKTOpa U aKaJeMHYCCKUX KPYTOB B Ka4uecTBe “py3eil
BO300HOBJIIEMBIX UCTOYHHUKOB”,

e  CTpOUTENBCTBO BETPOBOM AICKTPOCTAHITNN 3aHUMAET JUTUTEILHBIN IIEPHOT BpEMEHH,
B 0COOCHHOCTH, KOTJ[a MPOSKT JOJDKEH HMPOUTH Yepe3 A0JITHe TeHACPHBIC POIICTyPhI
BBIOOpA MOCTABIIMKOB 000pyA0BaHus u yciryT. ClenoBareiabHO, HEOOX0UMO OBITh
OCTOPOKHBIMH B TOM, YTOOBI CBSI3bIBATH WHAUKATOP yCIIEUTHOCTH IIPOTPAMMBI IO
Pa3BUTHIO IOTEHIIHAJIA C peaan3anell KOHKPETHOTO MIIOTHOTO IMPOEKTA.
Heo6xoauMo OTMETHTB, YTO MPUHATHE PEIICHUH Ha MOTUTHIECKOM YPOBHE TaKKe
SIBISIETCSI TONTUM IpoueccoM. [IpoekTHbIi nepuoa B 3-5 J€T HE MOXKET
MIPEIOCTABIIATE JOCTATOYHOE BPEMS JIJISl TTOKPHITHS ITHKIIA (hOPMYITHUPOBAHUS
TIOJINTHUKH, TIPUHSATHS 3aKOHOB U PETJIAMEHTUPYIOIINX akToB. B cirydae ¢
BeTpodHepreTukoit Kazaxcrana 3To sSBiseTCs JOBOJIBHO OYEBUAHBIM. J{Iist
JOCTH)KEHUST HEOOXOAUMOTO BIMSHUS Ha (POPMHUPOBaHNE TIOTUTUKA BO3ZMOKHOCTH
peanu3aIuy CEpUH COOTBETCTBYIOIMHUX HEOOIBIINX MEPOIIPUATHI Ha MPOTHKCHUH
JUTUTEIBHOTO TIEPUOJIa BPEMEHU MOTYT ObITh MPUHSATHI BO BHUMAHHUE TEKYIIIUM
MPOEKTOM JTHOO0 TPU (POPMYIHPOBAHUH MTPOEKTOB Oy IymuX (a3 MpoeKToB
ITPOOH/TD®.
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1. INTRODUCTION

1.1 Background

Energy sector is one of the most developed economic sectors in Kazakhstan. Kazakhstan is
rich in fossil fuel resources, which are sufficient to meet the domestic needs as well as for
exporting to other countries. In 2003, the total output of the natural energy sources in
Kazakhstan amounted to 105 million tonnes of oil equivalent (TOE). Of this amount, the
share of the coal was about 67%, o0il 21% and natural gas 12%. The domestic consumption of
primary energy resources constituted 41.16 million TOE, of which 67% was covered by coal,
21% by oil and 12% by natural gas.

In 1990, the total power production in Kazakhstan was 87 billion kWh and the power
consumption 105 billion kWh. As a result of the economic crisis in the 1990s, the power
consumption has decreased significantly from the 1990 level at being 48 billion kWh in 2001.
During the last few years, however, a tendency for growing power consumption and
production is observed due to the economic improvement. Power production was at 68 billion
kWh in 2005. It is predicted that the 1990 level will be reached in 2010, which would require
the construction of new power generation capacity as many of the existing plants are outdated
and worn-out. Many of the existing generation stations in Kazakhstan are aging and in need
of renewal. Of the 18,400 MW of installed generation capacity only 14,000 is available. It
will be necessary to replace 3,265 MW of ageing capacity and introduce 2,230-2,550 MW of
new capacity.

Other issues regarding power supply are:

e The power supply differs between regions. In the Northern region, where the main
generation capacity is located, electric energy is abundant and even exported to Russia.
The Western and Southern zones are characterized by a power supply deficit. In order to
meet the southern deficit a second 500 kW North-South transmission line has been
planned and new hydropower stations (300 MW) are planned, but this will not be enough
to cover the deficit after the year 2010;

e The large scale of the Kazakhstan area and low population density implies that significant
transmission lines are needed in the rural areas which are costly to extend and to
maintain. Real cost of power supply to rural consumers may be as high as US$
0.05/kWh;

e Eighty-seven (87) per cent of the power generation capacity of Kazakhstan consists of
coal-fired power plants. Most of them are located near to large industrial cities. Without
sufficient flue gas treatment, the plants are causing major pollution in the surrounding
cities and other area

Kazakhstan possesses significant renewable energy resources, such as hydro, solar and wind
energy. Hydro potential is estimated as 27 billion kWh per year and the wind potential as
1,820 billion kWh per year (UNDP, 2006) However, apart from a small amount of
hydropower, these resources have not really been utilized until now. The availability of cheap
coal, the tradition of centralized, fossil fuel based power generation and the current low tariff
levels have so far, however, prevented the utilisation of the available wind resources.

In 1999, the Government of Kazakhstan developed the Energy Sector Development Program
until 2030. The main goal is to achieve power independence of Kazakhstan based on the use
of the existing energy resources, by reconstructing and modernizing existing plants and by
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constructing and commissioning new power plants serving exclusively to replace import. In
that context, the plan is also to increasingly introduce renewable energy resources into the
country’s energy balance.

The key strategic directions of the Programme are listed below:

e Establishing a common energy system of Kazakhstan;

e Restoring the parallel operation with the common energy system of Russia and those of
the other Central Asian Republics;

e Developing an open, competitive power market;

e Maximizing the employment of existing energy resources, their reconstruction and
modernization;

¢ Commissioning new capacities, serving exclusively to replace import;

e Improving the structure of power production by means of non-traditional (renewable)
energy resources;

e Rehabilitating and modernizing the existing systems with combined generation of heat
and power.

The Power Industry Law of 2004 introduced deregulation and privatisation in the power
sector. The power sector now consists of private energy production, energy transmission
companies and regional network companies and regulated by the grid operator KEGOC and
the market operator KOGEM.

Liberalization of the power sector has resulted in hard competition on power market.
Combined with the possibility of using cheap domestic coal with no major environmental
investment requirements for fuel gas cleaning and the fact that most currently operating
power plants have been inherited from Soviet times, for which no capital costs or future
rehabilitation costs are currently accounted, the tariffs have remained low. Currently, the
tariffs are based on a production cost of US$ 0.02/kWh, reflecting the operating, but not the
annualised investment cost.

Kazakhstan is rich in wind energy resources. Wind energy resource assessments show that
windy sites (with wind speeds over 6 metres per second, m/s) available near the Caspian sea,
around Astana-Karaganda and some areas in the South. However, at the current low power
production tariffs, it is difficult to justify investments in wind power (or any new power
source, such as gas), even in a promising site as Djungar Gate. The average generation costs
for wind power would be US$ 0.06-0.07 per kWh depending on the location (wind speed)
and on the turnkey investment costs of the wind farm.

There is potential for cost reduction of wind turbines in Kazakhstan by involving local
manufacturing and assembling. Kazakhstan has well developed machinery building industry,
used to the large extent in the Former Soviet Union for military purposes. The Government of
Kazakhstan tries to convert this industry to civil goods production. It has been estimated that
in co-operation with western producers at least some of the former machinery plants could be
converted to produce some components of wind turbines.

Apart from the barrier of relatively low electricity tariffs, the following barriers were
identified during the preparatory (PDF B) phase of the project as main obstacles to the
development of the wind energy sector in Kazakhstan:
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a) Awareness, information and capacity barriers:

e Lack of awareness and experience of the local utilities on the performance of wind
power generation and its interference with the grid;

e Lack of information and experience to determine accurately the specific construction
and operational costs of wind power generation in Kazakhstan;

e Absence of “success stories” of wind power generation in Kazakhstan;

e Lack of reliable wind resource assessments and wind maps for the perspective sites
and regions;

e Lack of local capacity to prepare “bankable” feasibility studies and business plans,
and to finalise all the other documentation needed to present projects for financing;

e Lack of trained professionals to install and to ensure a reliable operation of the wind
turbines.

b) Financial barriers:

e Lack of information about potential international partners and other sources of
financing to facilitate the wind power development in Kazakhstan;

e Lack of long term agreements on energy purchase and uncertainties with the long
term power purchasing tariffs;

e High perceived investment risk in Kazakhstan, leading to very high interest rates and
short expected pay-back periods of local financing, making the available commercial
credits in Kazakhstan practically unusable for any long term energy sector
investment;

o Difficulties in obtaining sovereign guarantees to facilitate the access to “soft” loans;
High project preparation costs without the assurance for obtaining partners and
financing for the actual implementation of them.

¢) Institutional Barriers:

e Absence of a cross-sectoral strategy and policy framework to promote wind energy
activities in Kazakhstan, and to support the start up of the development of this

sector;

e Absence of a strong national focal point to support and promote wind energy
development;

e Barriers connected to monopoly status of electricity distribution companies on retail
market;

e Lack of information, technical standards and testing facilities to ensure the quality
control of the wind turbines to be sold and installed - a problem emerging especially
with the increasing amount of “second-hand” turbines coming into the market.

1.2 Project objectives and strategy

As will be discussed in paragraph 2.1.4, it is expected that the power tariffs in Kazakhstan
will continue to increase to reflect the full cost of power production and transportation,
including the expenses for rehabilitation and construction of new power generation capacities
and electricity grid. This will provide a sounder basis also for the development of country’s
abundant renewable energy resources, including wind.

To address the other barriers, the United Nations Development Programme (UNDP) and the
Ministry of Energy and Mineral Resources decided to implement a wind power development
programme. Funds were applied for to the Global Environment Facility (GEF). A project
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preparatory phase “Removing Barriers to Wind Power Production in Kazakhstan” (with GEF
funding from its PDF B window)” was started in 1997 and completed in 1999. As a part of
the PDF B phase of the project, a detailed wind resource assessment was made for two
specific sites in the south-eastern part of the country, namely Djungar Gate and Chilik
Corridor. The results indicate that wind power generation, especially for remote places with
the wind conditions similar to the Djungar gate, could be a cost-effective source of electricity,
with small “incremental” costs’.

The PDF B phase resulted in the formulation of a full-size project, called “Kazakhstan - Wind
Market Development Initiative”. The UNDP Project Document mentions as its project goal
(environmental objective) is “to reduce Kazakhstan’s greenhouse gas emissions by
facilitating the sustainable development of the wind energy market in Kazakhstan. The
project’s (development) objective is “to remove the existing barriers to the grid-connected
wind energy production in Kazakhstan”.

At the end of the project, it is expected that the following outcomes will have been achieved:

11. The Government of Kazakhstan has developed and adopted a National Program on Wind
Energy Development, providing a supportive legal and regulatory framework for wind
energy development as well as new financial incentives and mechanisms to leverage
financing for the actual investments;

12. The local project developers and investors will have enhanced capacity to identify,
develop and implement commercially feasible wind energy investment projects,
including access to more accurate wind data from different locations in Kazakhstan. A
detailed wind resource assessment has been performed for 6 most promised sites in
Kazakshtan. Feasibility studies, business plans and investment proposals have been
prepared for at least 4 projects. The possibilities for cooperation with local machinery
plants to manufacture certain wind turbine components has been assessed and, as
applicable, initiated, thereby providing a basis for decreasing the costs of wind power.
Additional local and international financial resources have been leveraged to facilitate the
implementation of future investment projects;

13. The first 5 MW pilot wind farm in Djungar Gate has been successfully commissioned and
people are trained to ensure its reliable operation and regular maintenance;

14. The results and experiences obtained during project implementation have been carefully
documented, analysed and disseminated, thereby providing a basis for future promotion
of wind energy in Kazakhstan.

The document of the full-size project was formally signed in July 2004 with a total budget of
USS$ 7.274 million with GEF financing of US$ 2.55 million, government co-financing of US$
164,000 and leveraged private sector investment of US$ 4.56 million. Implementation of the
project started in December 2004.

1.3 Evaluation methodology and structure of the report

In accordance with regulations of the UN Development Programme (UNDP) and the Global
Environment Facility (GEF), a Mid-Term Evaluation (MTE) has to be carried out under the
responsibility of the GEF-implementing agency (i.e. UNDP), of which the results are

8 On the basis of the measured wind regime, the average generation costs for wind power were estimated at 3.5

cents per kWh in Djungar Gate (with 8% discount rate and “turnkey” investment costs of US$ 1100/kW) and at
around 5 cents per kWh in the Chilik corridor. The Djungar Gate figure was too low for realistic bids to be
submitted and contributed to difficulties with the PPA. The process was assessed in 1999, while the tender was
carried out in 2005. In the meantime, prices had changed.
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presented in this report. The purpose of the evaluation is to analyse and assess the
achievements and progress made, identify factors that have facilitated or impeded the
achievement of outcomes and the effectiveness, efficiency, relevance, impact and
sustainability of the project. The evaluation is expected to result in recommendations for the
remaining period of the project as well as lessons learned and recommendations in general.

During the mission, the external evaluation mission drew up a table of contents that covers
the issues to be addressed as mentioned in its Terms of Reference (see Annex A) and follows
the structure of this report:
e Introduction (project description and evaluation method)
¢ Findings on project progress
0 Project’s performance in terms of results (achieving objectives and outputs by means
of realised activities and inputs used) and impacts, quantitatively and qualitatively
measured by indicators (as set in the project document and the annual project review
documents)
0 Description of project impacts
0 Evaluation Team’s assessment of the project design and execution
e Conclusions and recommendations
0 Conclusions taken into account sustainability and replicability issues
0 Lessons learned and recommendations

The mission team, consisting of two independent evaluators, Mr. Jan van den Akker
(Netherlands) and Mr. Vadim Nee (Kazakhstan), was fielded to Kazakhstan from 3-13
September 2007 to undertake the mid-term evaluation. During the mission, extensive
discussions were held with representatives from UNDP Kazakhstan, Ministry of Energy and
Mineral Resources, the project management team, project developers and other stakeholders.

The Evaluation Team adopted the following methodology of evaluation:

i)  Review of project reports (project documents, project operation manual, project
monitoring and evaluation manual, technical feasibility reports, bankable feasibility
reports, APR-PIRs (annual project implementation reviews), minutes of meeting of
the project steering committee as well as other background information;

i)  Meetings with the main project partners and stakeholders in Kazakhstan.

The report is divided into four sections. This first section provides general background of the
project, purpose of evaluation, project implementation setup, partners/stakeholders and
evaluation methodology. The next section dwells on findings from the reports and from
interactions with stakeholders.

These findings are described within the logical framework design of the project, as given in
the Project Document. In the third section, conclusions from the observations and findings are
discussed in the context of project objectives. These also pertain to sustainability and
replicability of project. The section ends with recommendations for the further direction of
the Project and some lessons learnt.

1.4 Project set-up and stakeholders

The project is executed by the Ministry of Energy and Mineral Resources (MEMR), on behalf
of the Government of the Republic of Kazakhstan, and in co-operation with the private sector
partners interested in wind energy development in Kazakhstan.
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For general coordination, monitoring and strategy support for the project implementation, a
Project Steering Committee has been established, consisting of representatives of the
following organizations:

Ministry of Energy and Mineral Resources (MEMR),

Ministry of Environment Protection (MEP),

Almaty Oblast Akimat,

KEGOC,

Almaty Institute of Energy and Communications

Kazakh Scientific Research and Development Works Institute of Fuel Energy Systems
KazSelenergoproject Institute

TATEK

UNDP

A Project Implementation Unit (PIU) was set up, led by a full time Project Manager (PM)*
who is supported by an International Technical Adviser (ITA)’, a Technical Specialist® and a
Project Assistant’. The PM is responsible for the day-to-day management of the project. He
ensures’® that the expected outputs are completed on time and that they comply with the
specific UNDP/GEF criteria and requirements. The project manager will also regularly report
on the progress of the project to the executing agency and UNDP.

The Head of External Affairs and Nuclear Energy Department of MEMR acts as National
Project Director’, representing the Government as the person responsible for the project from
the Government side. Additional short-term international consultants can be recruited to
provide specific services and to support the implementation of the project through the critical
stages.

For the investment component (facilitating the construction of the first pilot wind farm), the
choice of investor was carried out through a public call for tender, which was conducted by
the MEMR in cooperation with other government agencies and UNDP. The MEMR and the
Almaty Oblast Akimat should provide necessary support for the construction and
commissioning of the first pilot project in Djungar Gate.

Mr. Gennady Doroshin
Mr. Peter Dickson

Mr. Mikhail Rakov

Ms. Maya Duysebayeva
Mr. Gennady Doroshin
Mr. Erlan Tulekbayev

© ® N o o
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2. FINDINGS

2.1 Implementation: assessment of achievement of outcomes and
outputs

For each of the three outcomes, as mentioned in paragraph 1.2, this section assesses the
progress in the implementation of the project’s outcomes and outputs, following the format as
given in the ‘strategic results framework’ of the UNDP Project Document.

2.1.1 Outcome 1l Finalising the organizational structure and other necessary
arrangements for project implementation

Indicator: Project is effectively under implementation

Table 1 Outputs, indicators and budget of outcome 1

Outputs Indicators
1.1 PSC and PIU established, work | e PIU and PSC established
plan prepared as well as ToRs e Work plan adopted
for consultants and subcontracts | e Consultants and other experts recruited

Outputs 1.1

The project document was signed on July 2004. The PSC was established on 2 November
2004 and first met in December 2004 when the project was officially launched. Thereafter,
the PSC has met 8 times (December 2004, April 2005, June 2005, October 2005, February
2006, June 2006, December 2006, June 2007). The Project Implementation Unit (PIU) was
set up at the office of KEGOC (the nation al grid operator) in Almaty in the beginning of
2005.

2.1.2 Outcome 2  Adoption of a cross-sectoral national wind energy programme
to achieve the goals set forward in the Energy Sector
Development Programme

Indicator: National wind energy programme is adopted

Table 2 Outputs, indicators and budget of outcome 2

Outputs Indicators
2.1 Site mapping and evaluation of | ¢ Wind map and report describing the economically
economically feasible potential feasible sites
for wind energy development e Report analyzing the existing legal and regulatory
2.2 Recommendations for the legal framework and making recommendations for the
and regulatory framework to changes needed to support investments
support investments in wind e Report analyzing and describing possible new and
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energy innovative financing mechanisms

2.3 Proposal for the introduction of | e National Wind Energy Programme adopted by the
financing mechanisms Government

2.4 Adoption of the ‘national wind
energy programme’

Output 2.1

A computer simulation of wind potential for perspective sites was carried out. The map and
the report describing the economically feasible sites for wind energy development have been
elaborated.

Output 2.2

The Action Plan of the Conception on Sustainable Development until 2024 approved by the
Government on 14 February 2007 requires the Ministry of Environment to initiate in 2007 the
process of development of legislative framework for sustainable development, including the
issues of usage of renewable and alternative sources of energy.'’

A draft version of the ‘Law about support of usage of renewable energy sources’ has been
prepared, hereafter referred to as the Law on Renewable Energy Resources (RES).
Awareness was raised amongst governmental and parliamentary representatives as well as
business community through a series of 2 meetings and 2 roundtables. The Law regulates
public relations in the area of renewable energy and defines support measures with the aim of
increasing the share of renewable energy in the total power production in Kazakhstan. The
draft Law is currently under inter-ministerial discussion in the Government and then a final
version has to be presented to Parliament (according to the Ministry of Environment, possibly
in 2008). In order to support this important task, additional funds from the Renewable Energy
and Energy Efficiency Partnership (REEEP) were attracted (US$ 100,000). A Roundtable
discussion with various stakeholders was organised in Parliament in March 2007 to discuss
the RE legislation was organised with assistance from MEMR.

Current legislation regarding support for investment projects was analysed and discussed in
the ‘legislation report’ (Shalabayeva, 2005). With REEEP funds, two reports have been
prepared, one on the commercial potential for the development of RE in Kazakhstan

(Cherednichenko, 2007) and another on how the proposed mechanisms for legislation may be

affected by the Kyoto Protocol should this be ratified by Kazakhstan in the near future

(Inyutina, 2007). Main conclusions of the reports are:

e Some 1000 MW of small-scale hydropower and 2000 MW of wind power by 2024,
although requiring some subsidy in the order of 2-4% of total investment.

e Kyoto ratification would not really affect the support mechanisms proposed in the Law
on renewable energy sources as the Kyoto Flexible Mechanisms could work alongside
the proposed legislation

e At current prices of carbon (the report uses US$ 4/tCO,) this would not be enough to
make up for the gap between current power tariffs and tariffs required for projects to
become financially viable. The Evaluation Team notes however that international carbon

The Action Plan of the Conception on Sustainable Development until 2024 defines as an activity on strategic
planning of development mechanisms to prepare proposals to the Government on energy efficiency and
renewable sources. It shall be done in the first quarter of 2008. The draft strategy on ‘Energy efficiency and
renewable resources with a view of sustainable development until 2024’ is developed by MEP and currently the
draft document at the stage of commenting by the public.
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price is likely to go up to over US$ 10 tCO,. So, in the near future, the international
carbon market should be followed closely.

The Law on RES, under discussion and consideration by the Government, will define
supportive measures aimed at increasing the share of renewables in the power production.
The basic idea is to introduce annual quota obligations to energy producers to have renewable
energy produced proportional with the yearly produced volume of power. To meet their
renewable energy (RE) obligation (set by the RE Authorised Body), power producers can
generate RE obligations themselves, by Renewable Energy Certificates (RECs) from RE
Production Organizations (that are registered with the Body) or directly from the Body itself.
Each REC will be based on measurements of units of renewable energy being produced and
transmitted to the grid and will have a registration number. The Government will give the
authority to control and manage the REC programme to an RE Authorised Body (Renewable
Power Committee)''. The RECs will provide an additional income stream for RE producers.
RECs will have a price fixed by the Government at a level sufficient to encourage the
development of wind projects'®.

Output 2.3

A report on innovative financing for RE projects in Kazakhstan was prepared (UNDP, 2006).
It provides information on support mechanisms employed elsewhere, including investment
subsidies/capital grants, fiscal measures, feed-in tariffs, quota obligations/tradable
certificates, bidding systems. The financing mechanism based on quota obligations and
certificate sales was assessed, as detailed under ‘output 2.2’ as the most appropriate for
Kazakhstan and this REC mechanism is now proposed as the financial mechanism of the
draft ‘Law on RES’.

Output 2.4
In 2007, various consultations were held with stakeholders, including government partners,
industry and academia, to discuss the draft ‘National Wind Programme’, building on the

outputs 2.1-2.3. The Programme will be finalised during 2007-2008 and submitted to the
Government for approval.

2.1.3 Outcome 3  Building the local capacity to develop commercially feasible
investment projects

Indicator: Financing decisions are concluded for at least 2 wind energy projects

Table 3 Outputs, indicators and budget of outcome 3

Outputs Indicators

3.1 Detailed wind resource e Detailed wind resource assessment finalised for 6 sites
assessment for selected sites e Feasibility studies and investment proposals prepared for

3.2 Enhanced capacity of local at least 4 projects; financing under negotiation
stakeholders to prepare e Meetings held bringing together investors and

The quota obligation could be 2.3% and the necessary certificate price has been estimated at in the order of
US$ 0.035/kWh. Future developments may include floating the certificate price to allow the market to define
the price of renewables.

It should be noted that the idea behind the REC system is that the additional cost of developing renewable
energy in an equitable away across the entire power sector. The cost will not be carried by the Government,
but will be passed on to the consumer .The price certificate will be set by the Government to reduce risk in
the emerging renewable energy market, but also taking into account poverty issues.
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feasibility studies, business developers
plans and investment proposals

3.3 Improved contracts between
local wind power developers
and potential investors

Output 3.1

A report describing perspective wind sites in Kazakhstan has been prepared (EnergieTeam,
2006). Out of 33 inspected sites, 8 were selected. The assemblage of 8 meteo masts (provided
by RISOE and Wilmers Ltd.) in Zhambil, Karaganda, Akmola, Kostanai, Atyrau and South
Kazakhstan regions was initiated in September/October 2006 and is under implementation.
Data collection will continue in 2007; thereafter measurement data will be compiled and
analysed. By the end of 2007 the equipment will be dismantled and, as applicable, re-installed
for measurements at other sites. The measurements will provide the data necessary to have a
more detailed wind atlas of Kazakhstan prepared.

Output 3.2

The following trainings and outreach activities have been conducted:

¢ Introduction seminar to the wind power project

e Training on wind power technology, wind farm economics and effect of wind power on
the environment

e Seminars on RE regulation, financing mechanisms and presentation of first national wind
programme (see outcome 1)

e Training on financing and business management of RE projects for representatives of
organizations and akimats

e Training of local specialists on wind mast installation and data collection

More seminars, meetings and outreach activities are planned for in 2007-2008.

Output 3.3

A draft model feasibility study was prepared for a 50 MW windfarm at Chilik Corridor and
the 5 MW wind farm at Djungar Gate. The progress regarding investment in the pilot wind
farm at Djungar Gate will be discussed under output 4.1. In addition, the project developer,
ALD Consulting, has ambitious plans to develop (with Dzhetisu Energy) up to 500 MW and
300 MW of wind power at Djungar Gate and Cilik Corridor respectively and of 3000 MW of
hydropower. Other activities considered by ALD Consulting are wind measurements in the
Karatau Mountains (with Nar Company) and to set up a wind power facility in the special
economic zone in the city of Aktau. Seminars, roundtables and meetings have been carried
out that have created links and contacts between national and international investors and local
developers.
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2.1.4 Outcome 4 Facilitating the construction of the first pilot projects

Indicator: First pilot project successfully in operation

Table 4 OQOutputs, indicators and budget of outcome 4

Outputs Indicators
4.1 Successfully launched public o Contract with the selected investor signed
call for tender for the e Wind turbines installed and in operation

construction of the first project
4.2 Enhanced capacity of local

stakeholders to install, operate

and maintain the wind turbines

Output 4.1

The project has provided assistance to MEMR in negotiations between the project developer
and MEMR. Earlier a consortium of ALD Consulting (Kazakhstan) and REnergy Partner
GmbH (Germany) was selected to develop the project. The KazSelenergo Institute will
provide technical assistance in the design of the wind farm. Originally a 5 MW pilot wind
farm (with wind turbines provided by Mitsubishi) was envisaged to be established at the
Djungar Gate near the Chinese border (see the reports WindSolutions, 2005 and Johannes
2005 as well as the available tender information). A detailed investment proposal for SMW
was also compiled, in accordance with the original project objectives.

To achieve better economics of scale, it was decided to expand to 50 MW (equipment
provider to be decided, possibly the Chinese company Gold Wind). By July 2007, a complete
investment proposal was compiled for the pilot project including equity from National
Innovation Fund and ALD Consulting, debt from EBRD and Japanese export credit, as
detailed below:

e € 35 million, Bank for Development of Kazakhstan

e €17 million, EBRD

e €1 million, ALD

e € 4 million, National Innovation Fund

In addition, UNDP supports the Djungar pilot wind farm with a US$ 1 million contribution.

Originally it was envisaged that the local distribution company TATEK would purchase the
power generated, but TATEK was privatised and then split up. As a consequence, no Power
Purchase agreement (PPA) has been agreed upon yet. After the restructuring of the power
sector, the electricity supply organisations have a profit objective now. The tariff needed to
make the 50 MW Djungar wind scheme profitable would be around US$ 0.07/kWh, while the
end-user tariff based on coal-based generation currently is around US$ 0.055/kWh.

The contract between selected group of investors and MEMR was signed, with MEMR being
responsible for identifying the PPA partner. Land for pilot wind farm allocated by the Almaty
Oblast Akimat. A potential PPA partner identified, Kazakhstan Temir Zholy, and
negotiations between investor, buyer and MEMR were initiated (supported by UNDP) but are
unlikely to be finalized until the Law on RES is approved and the REC system is in place
and/or power tariffs increase sufficiently.
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In other words, the question is how the difference between coal-based and wind-based would

be paid for.

e In the longer run, tariff in the power grid will increase as the marginal cost of adding and
refurbishing existing coal-based power generators will be included in the tariff. This
would increase the cost of power production from US$ 0.02/kWh to US$ 0.035/kWh by
the year 2010.

e The proposed ‘Law on RES’ will introduce obligations for the energy supply companies
(see output 2.2) to have a share of renewable energy or pay a substitute fee, i.e. the price
of corresponding renewable energy certificates (RECs). The Law is be discussed within
the Government and, if agreed upon, to be presented to Parliament. At earliest
somewhere in 2008 the Law could be passed. Future PPAs will then not only take into
account the cost of power generation, transmission and distribution in the grid, but the
additional cost of renewable energy as determined by the REC price.

Even when the Law passes, a regulatory framework for the envisaged REC system has to be
put in place. So, the new Law would not aid the proposed Djungar Gate wind farm until
2009-2010. Implementation of the Djungar Gate project could be advanced if somehow the
Government would provide some additional financial support, for example, in the investment
itself or in guaranteeing a certain level of wind power sales tariff, at least until the Law has
been effected. The case could be made, since showing results is important by having the first
demonstration of a wind farm in Kazakhstan. On the other hand, such subsidy would go
against the policy of having market forces rule the power market and the draft Law envisages
market-based mechanisms to introduce RES in the longer run in Kazakhstan. Indirectly the
Government is providing some support by having the state-owned National Innovation Fund
participate as one of the equity providers of the Djungar Gate project. Meanwhile, since the
timing of the final approval of the legislation is unsure, the option of power sales to China is
being considered by the group of investors and needs to be investigated further.

Output 4.2

This activity is planned for 2008.

2.1.5 Outcome5  Using the results and lessons learnt for further development of
the wind energy market in Kazakhstan

Indicator: Project results and lessons learnt incorporated into the strategies to develop the
wind market in Kazakhstan

Table 5 Outputs, indicators and budget of outcome 5

Outputs Indicators
5.1 Project monitoring and ¢ Finalised monitoring and evaluation reports

evaluation reports e Results disseminated through seminars, publications and
5.2 Dissemination of results and other outreach activities

lessons learnt

Outputs 5.1 and 5.2

The project produces:
e Annual project progress reports
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e Minutes of meeting of the Steering Committee

Various seminars have been organised by the Project or project staff has participated in third-
party seminars to explain the project’s work and progress. Outcome 4 is partly delivered as
and on-going progress of project through project reports, seminars, trainings and articles as
well as establishing cooperation with local and international organizations (EBRD, REEEP,
national financial institutions), but much dissemination of results to the wider public is still
pending.

2.2 Implementation: assessment of the project’s impacts

Table 6 on the next page provides an overview of the envisaged or potential impacts of the
project.

Table 6 Indicators of project impacts

Impact of the Project Indicators

(based on the APR-PIR) (based the APR-PIR and adapted by the Evaluation Team)

1. Installed RE capacity and | e Direct: 50 MW to be installed (instead of the original 5 MW) at
annual energy production Djungar Gate

2. Annual and cumulative e Indirect: 2,000 MW of wind power installed by 2024,
CO; reduction producing about 4 billion kWh in 2024 and corresponding CO,

reduction of 30 million tonnes (Cherednichenko, 2007)

3. Development of sectoral e Law on Renewable Energy Sources (Law on RES) drafted
policies, laws and approved by Government and passed by Parliament
regulations e National Wind Energy Programme adopted

4. Improvement of awareness | e Site mapping and wind measurements at more than 8 sites,

and understanding of resulting in wind atlas of Kazakhstan
technologies among e Capacity strengthened of government officials and business
producers and users community; (Informal) network of people in Government

entities, private sector and academia
5. Expansion of business and | e Power supply companies purchase RECs, provided the

supporting services for regulations regarding the quota obligation and renewable
renewable energy energy certificate (REC) system are in place)

6. Increase of financing ¢ Investment of € 57 million mobilised for Djungar Gate 50 MW
availability and financing wind park
mechanisms e Project developers and investors develop plans for

commercially viable investments in other wind parks
¢ Financing mechanism (REC system as proposed in Law on
RES) is in place and operating

The proposed ‘Law on Renewable Energy Sources (RES)’ mentions the indicator of having
1,000 MW of small hydropower and 2,000 MW of wind projects by the year 2024'*. This
would imply that by 2024, RES have a 5% share in power generation, compared to the
current 0.02%. Of course, still being draft, the Team does not know how serious such a target
can be taken at the present stage.

® Based on the calculation done as part of the study Cherednichenko (2007)
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2.3 Project relevance, design and country drivenness

2.3.1 Project conceptualisation

The objectives and expected outcomes and outputs are indicated in the logical framework laid
down in Annex III of the UNDP Project Document with success indicators and risk
assumptions, based on the analysis of barriers, given in the same document. Tables 1-5 in
section 2.1 provide a summary of outputs and indicators.

The project document describes the informational, financial and institutional barriers that
hinder wind energy development in Kazakhstan (summarised in section 1.1 of this evaluation
report). The project is centred on the establishment of wind demonstration plant in Djungar
Gate, the first such large a wind farm in Kazakhstan. Also, the project design correctly
recognises at the outset that, in order to remove these barriers, it was not sufficient to
implement just a technical solution (the Djungar pilot) but also look at ‘soft’ options like
capacity building, national RE strategy formulation, institutional strengthening and financial
options to ensure long-term sustainability.

Although having the advantage of hindsight, the Evaluation Team notes that the discussion
on privatisation and deregulation of the power sector (implemented in 2004, the same year as
the project document was signed) must have come up during the project design stage. The
unsure status in the power sector framework should at least been identified as a major risk
factor. In a competitive market, why would a privatised energy supply company purchase
more expensive wind power?

In fact, the project document dodges the question of who will pay in the end for the additional
of wind power in comparison and through which mechanism. Is that the Government (with
subsidy or fiscal measures) or the consumer?

The Evaluation Team concludes therefore the problems and barriers that the project
addresses were all identified, except for the barrier posed by the rapidly changing
institutional setup of the power sector and the barrier of higher cost per unit of energy
produced of wind power

2.3.2 Relevance

Some 75-80% of fuel used in power stations comes from coal that sell their electricity at
about US$ 0.02/kWh. New capacity will be needed to meet the rapidly rising demand and
new tariffs proposed will reflect this marginal cost of production. Another issue is the supply
of power in a country with a vast surface area and low population density and transmission
losses can be up to 15-25%. An alternative for power supply is generation aimed at local
demand, thus avoiding the large transmission losses.

Another concern is environmental pollution. The concentration of harmful substances in
smoke gases from the coal-fired power stations exceeds international standards by several
times. Thermal power stations are one of the primary sources of greenhouse gas emissions.
Kazakhstan participates in the UNFCCC and ratification of the Kyoto Protocol as an Annex
B country is currently under consideration. Ratification is likely to imply the necessity to
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reduce greenhouse gas emissions in the power sector in the longer run, which can be achieved
by increasing energy efficiency and expand the utilization of renewable energy.

Already, the Electric Power Development Programme (1999) recognises the potential of
renewables. Regarding wind power it mentions the target of 520 MW which would generate
1.8-2 billion kWh in the year 2030. The Programme also recognises the need for legislative
support to introduce renewable energy, such as exemption from customs duties on imported
equipment,

The Action Plan of the Conception on Sustainable Development until 2024 approved by the
Government on 14 February 2007 requires the Ministry of Environment Protection (MEP) to
initiate in 2007 the process of development of legislative framework for sustainable
development, including the issues of usage of renewable and alternative sources of energy.
In conclusion, in the recent years, political support has emerged for the implementation of a
more environmentally sustainable pathway for the development of the energy sector.

2.3.3 Stakeholder involvement:

The following main players have been involved in the project design:
KEGOC - National Electricity Grid Operator

Ministry of Energy and Mineral Resources (MEMR)

Ministry of Environment Protection (MEP)

Kazselenergo Project Institute — a research institute

Almaty Institute of Energy and Communications

Alamaty Oblast Akimat

UNDP

TATEK

The envisaged buyer of the power generated by the Djungar Gate wind farm, TATEK, was
privatised and split up, leading to the current problem in concluding the power purchase
agreement (PPA) for the Djungar Gate wind farm. The Project Implementation Unit (PIU)
has helped in identifying and engaging investors in the Djungar wind farm:

National Innovation Fund (promoter of new technology in Kazakhstan)

Bank for Development of Kazakhstan

European Bank for Reconstruction and Development (EBRD)

ALD Consulting

On the Government level, the PIU has relations with representatives from both government
ministries (MEMR and MEP) as well as from both Chambers of Parliament.

2.4  Financial planning and delivery of counterpart inputs

Table 7 provides an overview of the original budget and actual annual expenditures up to
mid-2007. We note that after 2.5 years (60%) of project implementation (with still 1.5 years
to go until the end of 2008), only 39% of the budget resources has been spent. This reflects
the fact that large part of the budget has been allocated to supporting the Djungar wind farm
(US$ 1 million). If we subtract this amount from the total GEF budget of US$ 2.55 million,

UNDP/GEF Kazakhstan Mid-term evaluation report

Wind Power Market Development



budget expenditures are more or less in line with the implementation rate of project activities,
namely two-thirds.

Budget as in Project Document Total (US$) 2004 2005 2006 2007 2008

UNDP/GEF| 2,550,000 529,000 443,000, 1,410,000 168,000
MEMR (1) 164,000
Investor| 4,560,000

Revised budget Total 2004 2005 2006 2007 2008

UNDP/GEF| 2,550,000 26,000 228,000 556,196 488,000 | 1,251,804
MEMR (2) 192,000
ALD - investor 6,800,000

REEEP 72,915
KGOC (in-kind) 30,000
Actual expenditures (up to June 2007) Total 2004 2005 2006 2007 2008
UNDP/GEF 977,825 25,999 228,657 556,169 167,000
MEMR
ALD - investor
REEEP 59,250 6,130 53,120
KGOC (in-kind) 20,000

Table 7 Planned project budget and actual expenditures

GEF makes the availability of co-financing an important condition for accepting projects.
From the GEF viewpoint, the fact that with the delay in the Djungar Gate wind farm most of
the co-financing has not materialised yet, is worrying therefore. Also, the MEMR funds have
never been allocated. On the positive side, the investor selected to develop Djungar Gate,
ALD Consulting, would actually invest over $ 2 million more as mentioned in the Project
Document (once the issue of the PPA is solved).

Also, the project has attracted additional funding from REEEP (US$ 72,915) to assess the
commercial potential of RES in Kazakhstan and define the financial mechanism referred to in
the proposed draft Law on RES. An evaluation of the REEEP component has been attached
to this report as Annex C.

2.5 Assessment of the implementation approach in achieving
outcomes and outputs

2.5.1 Progress towards results

The way in which the project has achieved its objective against the indicators differs per
outcome.

Outcome 2 (national wind energy programme) has more-or-less been achieved according to
schedule and much work has been done on preparation of the wind atlas. Additional funding
from REEEP was mobilised resulting in reports on financing and regulatory mechanisms and
the important proposal for the Law on RES draft legislation (with the REC system as the
financial mechanism to equitably share the cost of wind energy in the power sector as a
whole). Also, the draft National Wind Energy Programme is under discussion.
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Outcome 3 has met delay in the wind monitoring programme, because the component only
started by September 2006 instead of 2005, among others due to delays in the procurement of
equipment. Measurements are being undertaken at 8 sites and, after the 1-year measurement
period, masts will be shifted to other sites.

Outcome 4 is delivered partially due to the delay in signing contracts and power purchase
agreements with the investors. One reason for delay was that the existing regulation for
power purchase requires a competitive tender process on a least-cost basis. Due to low
electricity tariffs at the existing power market, the wind power cannot currently compete with
coal-based power generation. The existing lack of information and capacity prevented local
companies and financial institutes to invest into wind power. In addition, other barriers such
as lack of interested distribution companies, high project preparation cost and high
investment risk as well as the lack of a policy framework for RES in Kazakhstan have
contributed to the situation. These barriers have discouraged possible interest of investors to
wind farms construction. Despite that the competitive tender with a row of incentives from
Government and UNDP/GEF sides was successfully conducted and a group of investors was
identified for the pilot wind farm construction.

The current power production tariffs, based on the old coal-based generation capacity, do not
offer an appropriate return on investment for RE investors. The new policy regulation for
RES should remedy this, together with a new Government’s Act on proposed power tariff
increases to reflect the marginal cost of adding new generation capacity. However, putting the
Act and later the Law on RES in place will take some time, not until 2008-2009.
Unfortunately, this will imply that finalisation of the power purchase agreement for the
Djungar Gate pilot wind farm will be on hold during that time period.

2.5.2 Risks, adaptive management and partnership strategy

Thus, a number of risks and external factors have influenced the implementation of the

Kazakhstan wind project:

e One main delaying factor in the Djungar farm pilot is related to the financial barriers and
to the ability of the project to attract local and foreign investors to invest in wind energy
development in Kazakhstan on a profitable basis. The project has succeeded in getting a
group of investors together for the 50 MW Djungar Gate wind farm, but the final decision
is on putting an acceptable power purchase agreement (PPA) between investors and
power buyer(s);

0 Current tariffs are quite low with generation tariffs of around US$ 0.02/kWh (only
reflects the cost of operation of the coal-based plants, not the investment cost). At
such a tariff, it is difficult to justify investments in wind power (or any new power
source, such as gas), even in a promising site as Djungar Gate. The average
generation costs for wind power would be US$ 0.06-0.07 per kWh depending on the
location and with the turnkey investment costs of a wind farm at about US$ 1,100-
1,500/kW;

0 However, it is expected that the power production tariff will increase up to US$
0.035 by 2010 per kWh reflecting the shortage of supply and the marginal costs of
the new power generation capacity'® and transmission losses'” (an Act to achieve this
is currently under discussion)'®

Taking into account the future rehabilitation needs, the average power generation costs of rehabilitated coal
power plants (using cheap local coal as fuel) have been estimated at about US$ 0.022-0.035 per kWh.
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0 The Government apparently prefers market-based mechanisms over outright
subsidies for RE projects. A scheme of tradable renewable energy certificates (REC
system) is under discussion as part of the Law on RES. Adding the possible price of
RECs of US$ 0.035/kWh to the expected tariff increases up to 2010will give a
production tariff of about US$ 0.07. This would already present wind power as a
commercially competitive alternative.

e The eventual cost of quota will be passed by the power companies to their consumers.
This might create some political problems, if the general public has not been informed or
is not convinced on the need for RES development'’. However, if not approved by the
Government (currently the Law is under inter-ministerial discussion) and or rejected
thereafter by Parliament, this would show the lack of commitment of the Government of
Kazakhstan by not having the mechanisms in place to promote renewables.

e It has been decided to extend the UNDP/GEF until the end of 2008, but the risk is real
that this may not be enough time to have the Law on RES approved, let alone to have
new policy and regulatory instruments designed and implemented. This would mean also
that it is not likely that the PPA for the Djungar Gate will be signed before the end of
2008.

With the Government stressing the above-mentioned market-based mechanisms to promote
RES, the PIU has correctly and timely given support to preparing and formulating of a draft
Law that would provide a necessary framework for such mechanisms. A number of
background studies were done. The Project Implementation Unit (PIU) has tried to foster a
close co-operation with the different Government bodies (notably the energy and
environment ministries) and other key stakeholders in Kazakhstan through the Project
Steering Committee and by maintaining regular contacts between the PIU and the institutions
concerned. For example, a roundtable was organized in parliament to discuss the draft version
of the Law on RES. Special working group meetings with the participation of the key
stakeholders groups have been organized to discuss the draft Wind Energy Programme. At
this point in time, the process of having RE legislation and regulation will be determined by
political decision-making in Government and Parliament which goes beyond the PIU’s
powers of influence.

Implementation of the Djungar Gate project could be advanced if somehow the Government
would provide some additional financial support, for example, in the investment itself or in
guaranteeing a certain level of wind power sales tariff, at least until the Law has been
effected. The case could be made, since showing results is important by having the first
demonstration of a wind farm in Kazakhstan. On the other hand, such subsidy would go
against the policy of having market forces rule the power market and the draft Law envisages
market-based mechanisms to introduce RES in the longer run in Kazakhstan. Indirectly the
Government is providing some support by having the state-owned National Innovation Fund
participate as one of the equity providers of the Djungar Gate project. Meanwhile, since the
timing of the final approval of the legislation is unsure, the option of alterative markets is

In addition, the transmission and distribution costs can add significantly to the final costs of the power. In the
Dutch funded study “Wind Energy in Kazakhstan” (ECN, ....) the real costs of transmission and distribution
(including the losses) were estimated to range from US$ 0.015 -0.05 per kWh.

The generation cost of the new fossil fuel and hydro power plants have been estimated at US$ 0.04 - 0.05 per
kWh.

Current end-user tariffs are around US$ 0.055 (by approximation: production: 2 cents, transmission: 2 cents,
distribution: 1.5 cents). Increasing the production cost to US$ 0.07, would imply doubling of the end-user tariff
by 2010. The question is how politically acceptable this will be?
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being considered the group of investors, such as power sales to China, as well as to the future
industrial park in Dostyk area.

While MEMR and UNDP seem to have provided sufficient backstopping in the day-to-day
operations of the project (finance, managerial), the Evaluation Team has some doubts about
the effectiveness of the Project Steering Committee (in which the Ministries MEP and as well
as UNDP participate) in terms providing adequate guidance to the project management, e,g,
on burning issues, such as the delay in the Djungar Gate pilot, or on how to go about on
getting RES legislation approved and implemented. Maybe some higher-level government
officials should participate in the PSC so that important decisions can be made.

2.5.3 Logical framework and monitoring

Progress reports are drafted on an annual basis with annual work plans (with budget). The
progress described in the APR-PIRs follows the original logical framework as formulated in
the ‘project planning matrix’ of the Project Document. This Evaluation Report describes the
assessment of progress and attainment of objectives and outcomes. Together with the delay in
project activities, the mid-term evaluation was postponed from 2006 to mid-2007.
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3. CONCLUSIONS AND RECOMMENDATIONS

3.1 Conclusions

The following summarises the findings of the evaluation. Each of the points discussed below
has been dealt with in more detail in the previous chapter 2.

3.1.1 Project design and project implementation

Sustainable economic development can support the RE development, as it was confirmed in
the Concept of Sustainable Development of Kazakhstan for transition period up to 2024
adopted in November 2006. As a result of this, the Government developed a plan to increase
economic competitiveness, reduce dependence on energy export, save natural resources and
protect the environment. Adoption of the Concept meant that RES are put on the political
agenda as a key sustainable development mechanism.

The “Kazakhstan - Wind Market Development Initiative” started in 2004 aiming at removing
existing barriers to the grid-connected wind energy production in Kazakhstan. The project
seeks to achieve this by means of wind energy resource assessment, local capacity building,
and formulation of a national wind programme and by supporting the installation of a 5§ MW
wind farm at Djungar Gate, near the Chinese border. To set up the wind farm a project
developer cum investor would be selected by a tender procedure and the state-owned
distribution company TATEK would purchase the wind-generated power.

In the same year, 2004, the Power Industry Law of 2004 introduced deregulation and
privatisation in the power sector of Kazakhstan. This liberalization of the power sector has
offered both an opportunity and a challenge to the UNDP/GEF project.

The challenge has been finding a buyer for the wind-generated power at Djungar Gate, after
TATEK dropped out due to restructuring of the power sector. In Kazakhstan, wind power
cannot compete against the low tariffs based on the coal-based generation capacity. With the
privatization all wind energy companies have a profit objective and are not interested in
buying more expensive wind power. A group of investors in the Djungar Gate farm has been
identified to develop the Djungar gate, but no purchase power agreement has been concluded
because the cost per unit of energy produced would be higher than any prospective power
buyer would be willing to pay for. This delay is troublesome, because (a) 40% of the project
budget is destined for support to the Djungar wind farm, because (b) the aim of the pilot
component is to showcase the first large wind power application in Kazakhstan and (c) this
represents the larger part of the project’s co-financing.

The opportunity for the project has been to propose a regulatory mechanism to overcome this
cost barrier to wind development in the framework of the restructuring power sector. The
project team has successfully seized this opportunity by adding the task of drafting a Law on
the promotion of renewable energy sources (RES), which will propose measures. In
discussion with government representatives various measures were considered, such as feed-
in tariffs, a quota system, a bidding mechanism, fiscal measures or capital subsidy.
Eventually the quota system was opted for, under which energy companies must have a share
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of renewable energy in their energy mix either by producing themselves or by buying
renewable energy certificates (RECs) from renewable energy producers. The price of these
RECs will be set such to attract commercially viable investments in wind farms and other
renewable energy technologies, such as hydropower.

By drafting this draft Law on RES and together with the resource assessment and capacity
building activities and bringing together a critical mass of representatives in government and
business community interested in renewable energy, the project is laying the groundwork for
future commercial renewable energy development in Kazakhstan. In this semse, the
Evaluation Team concludes that the PIU has been performing quite satisfactorily.

3.1.2 Sustainability and replicability

The Law on RES and its quota system should make investments in wind parks in sites with
high speeds attractive, also given the fact that the cost of generating power will increase over
the coming years to reflect expansion and refurbishing of the coal-fired plants. This will pave
the way for developers and investors to invest in the pilot 50 MW wind farm in Djungar Gate
and in more wind farms in the future. Adoption of the National Wind Programme in the
framework of the above-mentioned RES legislation and as part of Kazakhstan’s sustainable
development strategy in general will further help in sustaining the nascent wind power
development efforts supported by the project

To conclude, sustainability and replicability will critically depend on the Government and
Parliament accepting the Law on RES and, based on the Law, to have adequate regulations
for the proposed quota obligations and renewable energy certificate (REC) system to make
renewable energy investments commercially attractive for project developers.

If the Law would not be passed eventually or watered down in such a way that no real
mechanism is put in place, this would send a strong message to any potential investor that the
Government is not really committed. If this would happen before the operational closure of

the project by the end of 2008, the PSC should discuss closing or re-modifying the project’s
expected deliverables.

3.2 Recommendations

3.2.1 Recommendations for the project

Adoption of the Law on RES

The most important outcome of the project may be the successful adoption of such a Law.
The project should put all possible resources into ensuring that the law is passed with no
significant changes from the draft, including organising political coordination between
governmental entities as well as diplomatic missions to ensure political pressure in favour of
RES at the highest level.

Djungar Gate pilot wind farm

The consortium of investors proposes to have the Djungar project is planned to be up-scaled
from 5 MW to 50 MW to make the project more economically attractive, although the
Government (MEMR) has not officially adopted this proposal. Even if the (RES) would be
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passed in 2008, it would still take some time to have the proper regulations on the renewable
energy certificates (REC) in place. Only an operating REC will provide the additional
revenue stream to make investments in projects, such as Djungar Gate, viable.

An interim support option for Djungar Gate (to cover the period up to when RECs can

support its commercial performance) should be negotiated urgently:

e Implementation of the Djungar Gate project could be advanced if somehow the
Government would provide some additional financial support, for example, in the
investment itself or in guaranteeing a certain level of wind power sales at a tariff that
would make Djungar Gate financially feasible; The case could be made, since showing
results is important by having the first demonstration of a wind farm in Kazakhstan.

e Even if agreement would be reached on the Djungar pilot, it will take some years or so
anyway to get the project started after PPA conclusion, including the time needed to get
financial closure, technical design and specifications. So, one option is to delay the
expenditure of the US $1 million (destined in the project budget as support for Djungar
Gate) until after the end of the project’s operations (end of 2008) until the moment that
the pilot will be commissioned.

Budget underspending

If the above-mentioned interim support options for Djungar Gate (to cover the period up to
when certificates can support its commercial performance) cannot be negotiated, the question
becomes urgent what to do with the US$ 1 million originally destined in the UNDP/GEF
budget for supporting the Djungar Gate pilot'®. An alternative option could be to support
feasibility studies on wind power farms in other areas of the country, so these can be
presented to project developers and investors (once a functioning REC system is in place).
Also, if the Law on RES would approved soon, some funds could be spent on defining the
regulations for the certificate system and to elaborate generic PPAs.

Exit strategy

It is also important that a good exit strategy is defined regarding the transfer and
dissemination of the project information, wind data and reports and the ownership of the wind
measuring equipment. Some projects funds should be dedicated top set up a good website at
an existing institute in Kazakhstan were the project information can be downloaded.

Project Steering Committee

The Project Steering Committee (and especially MEP and MEMR) should play a stronger
role in providing political support (e.g., an urgent agreement of the additional GOF funding
for support of the legislation is needed) as well as providing stronger guidance to the PIU on
the Djungar Gate project. An urgent Project Steering Committee (PSC) meeting will have to
be called for to agree on what to do in the remaining period of 2007-2008, by redefining
budget and activity priorities along the line with the above-mentioned recommendations. This
includes defining milestones and assigning responsibilities to the main project stakeholders
for their achievement (Ministries, PIU, UNDP). Maybe higher level staff of the Ministries
should participate in the PSC to enable such important decisions on budget and priorities.

As the investment of such a package is about US$ 58 million, the UNDP financial contribution will not be a
critical factor anymore. In fact, in the new power market reality of Kazakhstan, the pilot project should
demonstrate that the money flow from RECs certificates makes the project viable and not capital subsidy
(whether by UNDP or any other donor).
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3.3 Lessons learnt

The delays in actually constructing the first big wind farm in Kazakhstan in Djungar Gate of
by private developers confirms that the existing power market regulations in Kazakhstan
prevent the introduction of the RES into the current power market due to their higher cost in
comparison with the, mostly, coal-based plants. This is true for many other countries as well.
This means that some mechanism has to be in place to pay for the incremental cost of RECs,
such as capital subsidy, fiscal measures, a quota system or other measures. In this regard,
elaboration and adoption such mechanisms is a first priority for programmes that aim to
develop markets for grid-connected RE.

The informal networking through meetings, roundtables, etc (and donor coordination) used
by the Project Implementation Unit (PIU) of the Kazakhstan wind project are useful for
bringing together potential investors and lenders that are willing to contribute to RES
development as well as for bringing together representatives from government, business and
academia as ‘friends of renewables’ in informal way.

Construction of wind parks takes a long time, especially when project having to go through
long tender processes for selection of equipment and service suppliers. One should be careful
therefore in linking a capacity building programme’s indicator of success too much with the
realization of one particular pilot project. Similarly, political decision-making is a long
process. A project period of 3-5 years may not be enough time to cover the cycle of policy
formulation, enacting laws and defining regulations. In the case of the Kazakhstan wind this
has become clear. A series of smaller interventions over a longer period might be considered
or the formulation of projects in phases in future projects with an important policy
formulation component.
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ANNEX A. TERMS OF REFERENCE OF THE EVALUATION

Mid-term Evaluation of the UNDP/GEF Project
“Kazakhstan- Wind Power Market Development Initiative”
1. Introduction

Standard UNDP/GEF Monitoring and Evaluation requirements

The Monitoring and Evaluation (M&E) policy at the project level in UNDP/GEF has four objectives: i) to monitor and evaluate
results and impacts; ii) to provide a basis for decision making on necessary amendments and improvements; iii) to promote
accountability for resource use; and iv) to document, provide feedback on, and disseminate lessons learned. A mix of tools is
used to ensure effective project M&E. These might be applied continuously throughout the lifetime of the project e.g. periodic
monitoring of indicators, PIRs — or as specific time-bound exercise such as mid-term reviews, audit reports and final evaluations.

The evaluation is to be undertaken in accordance with the “GEF Monitoring and Evaluation
Policy”(thegef.org/MonitoringandEvaluation/MEPoliciesProcedures/mepoliciesprocedures.ht
ml) and the UNDP/GEF Monitoring and Evaluation Policy:
(http://www.undp.org/gef/05/monitoring/policies.html).

Evaluations in the GEF explore five major criteria:

(i) Relevance — the extent to which the activity is suited to local and national
development priorities and organizational policies, including changes over time.

(i1) Effectiveness — the extent to which an objective has been achieved or how likely it is
to be achieved.

(ii1) Efficiency — the extent to which results have been delivered with the least costly
resources possible.

(iv) Results — the positive and negative, and foreseen and unforeseen, changes to and
effects produced by a development intervention. In GEF terms, results include direct
project outputs, short-to medium term outcomes, and longer-term impact including
global environmental benefits, replication effects and other, local effects.

(v) Sustainability — the likely ability of an intervention to continue to deliver benefits for
an extended period of time after completion. Projects need to be environmentally as
well as financially and socially sustainable.

Project objectives:

The objective of the project titled “Kazakhstan- Wind Power Market Development Initiative”
is to promote the development of the wind energy market in Kazakhstan by: (a) assisting the
Government to formulate a National Program on Wind Energy Development; (b) providing
information for and building the local capacity to develop wind energy projects in
Kazakhstan and to organize financing for them (including site “mapping” and expansion of
the wind speed measurement program); (c) facilitating the construction of the first SMW
wind farm to prepare ground for and reduce the risks of further investments; and (d)
monitoring, analysing and disseminating the experiences and lessons learned during the
implementation of the project.

According to the project objectives there are five primary outcomes: a) development and
adoption of National Wind Energy Development Program and elaboration of
recommendations for the legal and regulatory changes to support investments in wind energy
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; b) strengthening of local capacity to develop wind energy projects by providing information
on wind resource assessment for selected sites and assistance for preparation of four
“bankable” proposals and structuring financing for the wind projects; c) construction and
commission of the first 5 MW wind farm in Kazakhstan;

The project document was signed in July 2004. Implementation of the project started in
December 2004. The total project budget is US$ 7,274,000 with GEF financing of US$
2,550,000. The executing agency for the project is the Ministry of Energy and Mineral
Resources PK.

2. Objective of the Mid-Term Evaluation

Evaluation Audience

The mid-term evaluation of the UNDP/GEF Project “Kazakhstan- Wind Power Market
Development Initiative” is initiated by UNDP as the GEF Implementing Agency. It aims to
provide stakeholders (Ministry of Energy and Mineral Resources PK, PIU, UNDP-
Kazakhstan Project Office and UNDP-GEF levels) with strategy and policy options for
achieving the project’s expected results in a more effective and efficient manner and for
replicating the results. It also provides the basis for learning and accountability for managers
and stakeholders.

Purpose

The overall purpose of the evaluation is to measure the effectiveness and efficiency of project
activities in relation to the stated objective so far, and to produce possible recommendations
on how to improve the management of the project until its completion in December 2008.

Project performance will be measured based on the indicators of the project’s logical
framework. Many of these indicators relate to the elimination of the key barriers to wind
energy development in Kazakhstan.

The Mid-term Evaluation serves as an agent of change and plays a critical role in supporting
accountability. Its main objectives are:

(1) To strengthen the adaptive management and monitoring functions of the project;
(i1) To ensure accountability for the achievement of the GEF objective;

(ii1) To enhance organizational and development learning;

(iv) To enable informed decision-making

Particular emphasis should be put on the current project results and the possibility of
achieving all the objectives in the given timeframe, taking into consideration the speed, at

which the project is proceeding. More specifically, the evaluation should assess:

Project concept and design

The evaluators will assess the project concept and design. He/she should review the problem
addressed by the project and the project strategy, encompassing an assessment of the
appropriateness of the objectives, planned outputs, activities and inputs as compared to cost-
effective alternatives. Examine relevance of the project’s outcomes/outputs and whether they
provide the most effective route towards results. The executing modality and managerial
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arrangements should also be judged. The evaluator will assess the achievement of indicators
and review the work plan, planned duration and budget of the project.

Implementation

The evaluation will assess the implementation of the project in terms of quality and
timeliness of inputs and efficiency and effectiveness of activities carried out. Also, the
effectiveness of management as well as the quality and timeliness of monitoring and
backstopping by all parties to the project should be evaluated. In particular the evaluation is
to assess the Project team’s use of adaptive management in project implementation.

Project outputs, outcomes and impact

The evaluation will assess the outputs, outcomes and impact achieved by the project. This
should encompass an assessment of the achievement of the immediate objectives and the
contribution to attaining the overall objective of the project against the Project’s logical
framework. The evaluation should also assess the extent to which the implementation of the
project has been inclusive of relevant stakeholders and to which it has been able to create
collaboration between different partners. The evaluation will also examine if the project has
had significant unexpected effects, whether of beneficial or detrimental character.

The Mid-term Evaluation will also cover the following aspects:

Progress Towards Results

(a) Changes in development conditions: Address the following questions with a focus on
the perception of change among stakeholders:

- Have recommendations for the legal and regulatory changes to support wind
energy been developed and supported by local developers, financing institutes
and government decision makers?

- Has the Government commitment been contributed to the National Wind Energy
Program?

- Is there a pilot wind farm under construction?

- Has awareness of decision makers about wind energy increased as a result of the
project?

(b) Measurement of change: Progress towards results should be based on a comparison
of indicators before and after (so far) the project intervention. Progress can also be
assessed by comparing conditions in the project site to conditions in similar
unmanaged sites;

(c) Sustainability: Extent to which the benefits of the project will continue after it has
come to an end. Relevant factors include for example: development of a
sustainability strategy, establishment of financial and economic instruments and
mechanisms for mainstreaming wind projects into energy market, etc;

(d) Gender perspective: Extent to which the project accounts for gender differences when
developing and applying project interventions. How are gender considerations
mainstreamed into project interventions? Suggest measures to strengthen the
project’s gender approach.
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Project’s Adaptive Management Framework

(a) Monitoring Systems: Assess the monitoring tools currently being used:

- Do they provide the necessary information?

- Do they involve key partners?

- Are they efficient?
Are additional tools required?
Reconstruct baseline data if necessary. Reconstruction should follow participatory
processes and could be achieved in conjunction with a learning exercise. Ensure the
monitoring system, including performance indicators, at least meets GEF minimum
requirements. Apply SMART indicators as necessary. Apply the GEF Tracking
Tool and provide a description of comparison with initial application of the tool.

(b) Risk Management: Validate whether the risks identified in the project document and
PIRs are the most important and whether the risk ratings applied are appropriate. If
not, explain why. Describe any additional risks identified and suggest risk ratings
and possible risk management strategies to be adopted. Assess the project’s risk
identification and management systems:

- Is the UNDP-GEF Risk Management System appropriately applied (with
particular emphasis on the pilot wind farm arrangement risks related to signing
appropriate power purchase agreement between the wind farm and Government)?

-  How can the UNDP-GEF Risk Management System be used to strengthen
project management?

(¢) Work Planning: Assess the use of the logical framework as a management tool
during implementation and any changes made to it. Ensure the logical framework
meets UNDP-GEF requirements in terms of format and content. What impact did the
retro-fitting of impact indicators have on project management? Assess the use of
routinely updated workplans. Assess the use of electronic information technologies
to support implementation, participation and monitoring, as well as other project
activities. Are work planning processes result-based? If not, suggest ways to re-
orientate work planning. Consider the financial management of the project, with
specific reference to the cost-effectiveness of interventions. Any irregularities must
be noted.

(d) Reporting: Assess how adaptive management changes have been reported by the
project management. Assess how lessons derived from the adaptive management
process have been documented, shared with key partners and internalized by
partners.

Underlying Factors

Assess the underlying factors beyond the project’s immediate control that influence outcomes
and results. Consider the appropriateness and effectiveness of the project’s management
strategies for these factors. Re-test the assumptions made by the project management and
identify new assumptions that should be made. Assess the effect of any incorrect
assumptions made by the project

UNDP Contribution

Assess the role of UNDP against the requirements set out in the UNDP Handbook on
Monitoring and Evaluating for Results. Please consider (1) field visits; (2) Steering
Committee meetings; (3) PIR preparation and follow-up; (4) GEF guidance. Consider the
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new UNDP requirements outlined in the UNDP User Guide, especially the Project Assurance
role, and ensure they are incorporated into the project’s adaptive management framework.
Assess the contribution to the project from UNDP “soft” assistance (i.e. policy advice &
dialogue, advocacy, and coordination). Suggest measures to strengthen UNDP’s soft
assistance to the project management.

Partnership Strategy

Assess how partners are involved in the project’s adaptive management framework:

- Involving partners and stakeholders in the selection of indicators and other measures of
performance

- Using already existing data and statistics

- Analysing progress towards results and determining project strategies.

Identify opportunities for stronger substantive partnerships. Assess how local stakeholders
participate in project management and decision-making. Include an analysis of the strengths
and weaknesses of the approach adopted by the project and suggestions for improvement if
necessary. Consider the dissemination of project information to partners and stakeholders
and if necessary suggest more appropriate mechanisms.

3. Scope of the Evaluation

Considering the length of the project, certain activities have begun at an earlier stage than
others and in conducting the evaluation it is in the interests of the Project team and UNDP
Kazakhstan that the evaluators dedicate more effort to evaluate progress in the areas which
have been launched, or which have achieved significant progress or which have been
identified by the Project team or UNDP Kazakhstan as problematic. In this regard, the
project evaluators are asked to pay particular attention to:
= Implementation of the Wind Monitoring Program for selected sites;
= Development of the National Wind Energy Program;
=  The development of recommendations for legal and regulatory changes to support
investments in wind energy;
= The implementation of the pilot wind farm (tender for selection of investor
completed in 2005 and 2007 is critical for the start up of the wind farm
construction);
= Development of draft legislation for RES under the terms of REEEP sub-project,
“Compiling RES Legislation for Kazakhstan”

Ownership of the project by the Ministry of Energy and Mineral Resources (MEMR) is one
of the key factors in the project’s success to achieve success in the project implementation
and thus, the evaluators are asked to make an objective assessment of the ownership of the
project outcomes/results by the MEMR, as well as to provide recommendations to ensure this
ownership by the end of the project in December 2008.

4. Products expected from the evaluation

The key product expected from this mid-term evaluation is a comprehensive analytical report
in English and Russian that should, at least, include the following contents:

m  Executive summary
o Brief description of the project
o Context and purpose of the evaluation
e Main conclusions, recommendations and lessons learned
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m  Introduction

Project background

Purpose of the evaluation

Key issues addressed

The outputs of the evaluation and how they will be used
Methodology of the evaluation

Structure of the evaluation

m  The Project and its development context

Project start and its duration

Implementation status

Problems that the project seeks to address

Immediate and development objectives of the project
Main stakeholders

Results expected

m  An analysis of the situation with regard to the outcomes, the outputs and the partnership
strategy;

m  Key findings (including best practice and lessons learned, assessment of performance)
e Project formulation
- Implementation approach
- Country ownership
- Stakeholder participation
- Replication approach
- Cost-effectiveness
- UNDP comparative advantage
- Linkages between project and other interventions within the sector
- Management arrangements
¢ Implementation
- Financial planning
- Monitoring and evaluation
- Execution and implementation modalities
- Management by the UNDP country office
- Coordination and operation issues
- Identification and management of risks (adaptive management)
e Results
- Attainment of objective
- Prospects of sustainability

m  REEEP Sub-project
= Completion of the REEEP subproject M&E report on the REEEP standard format
(3-page) report.

m  Conclusions and recommendations
e Corrective actions for the design, implementation, monitoring and evaluation of the
project
e Actions to strengthen or reinforce benefits from the project
e Proposals for future directions underlining main objectives
e Suggestions for strengthening ownership, management of potential risks
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m  Lessons learned
e Good practices and lessons learned in addressing issues relating to effectiveness,
efficiency and relevance.
m  Annexes: TOR, itinerary, field visits, people interviewed, documents reviewed, etc.

The length of the mid-term evaluation report shall not exceed 30 pages in total (not including
annexes).

5. Evaluation approach

An outline of an evaluation approach is provided below; however it should be made clear that
the evaluation team is responsible for revising the approach as necessary. Any changes
should be in-line with international criteria and professional norms and standards (as adopted
by the UN Evaluation Group). They must be also cleared by UNDP before being applied by
the evaluation team.

The evaluation must provide evidence-based information that is credible, reliable and useful.
It must be easily understood by project partners and applicable to the remaining period of
project duration.

The evaluation should provide as much gender disaggregated data as possible.

Evaluators should seek guidance for their work in the following materials, which could be
found at (www.undp.org/gef):

e UNDP Handbook on Monitoring and Evaluation for Results

e UNDP/GEF M&E Resource Kit

e Measuring Results of the GEF Biodiversity Programme

The Mid-Term Evaluation will be done through a combination of processes including a desk
study, site visits (Astana, Almaty) and interviews with all stakeholders. The methodology to
be used by the evaluation team should be presented in the report in detail. It shall include
information on:

* Documentation review (desk study) - the list of documentation to be reviewed is
included in the Annex 1 to the Terms of Reference;

» Interviews will be held with the following organizations and individuals at minimum:
UNDP Kazakhstan, UNDP/GEF RTA, MEMR, Steering Committee, project team,
municipalities project developers and interesting organizations and NGOs;

=  Field visits;

=  Questionnaires;

= Participatory techniques and other approaches for the gathering and analysis of data.

6. Evaluation team

The Mid-term Evaluation will be carried out by team of two external consultants:

o International consultant - expert on areas of international projects’ monitoring and
evaluation with the focus on climate change, sustainable development, energy sector,
particularly on wind energy, and

e National consultant — expert on areas of environmental management, climate change,
energy and renewable energy.

The evaluation team is responsible for the successful completion of the evaluation and
finalizing the Mid-term Evaluation report. The team is expected to have basic knowledge in
climate change and energy sector aspects for sustainable of project area (such as region’s
biodiversity, socio-economic and legislative context, threats to biodiversity)
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Team Qualities:

= Recent experience with result-based management evaluation methodologies;

= Experience applying participatory monitoring approaches;

= Experience applying SMART indicators and reconstructing or validating baseline
scenarios;

= Recent knowledge of the GEF Monitoring and Evaluation Policy;

= Recent knowledge of UNDP’s results-based evaluation policies and procedures

= Competence in Adaptive Management, as applied to climate change and energy
resource management projects;

= Recognized expertise in the management of energy for sustainable use;

»  Familiarity with energy structures and policies in Kazakhstan;

= Demonstrable analytical skills;

*  Work experience in relevant areas for at least 10 years;

* Project evaluation experiences within United Nations system will be considered an
asset;

= Excellent English/Russian communication skills.

Specifically, the international expert (team leader) will perform the following tasks:

» Lead and manage the evaluation mission;

= Design the detailed evaluation scope and methodology (including the methods for
data collection and analysis);

= Assist in drafting terms of reference of the national consultant(s)

= Decide the division of labor within the evaluation team;

= Conduct an analysis of the outcome, outputs and partnership strategy (as per the
scope of the evaluation described above);

» Draft related parts of the evaluation report; and

» Finalize the whole evaluation report.

The National Consultant will provide input in reviewing all project documentation and will
provide the International Consultant with a compilation of information prior to the evaluation
mission. Specifically, the national expert will perform tasks with a focus on:

» Review documents and materials available in Russian only;

= Prepare a list of the outputs achieved under project;

* Organize the mission programme and provide translation/interpretation when
necessary;

= Participate in the design of the evaluation methodology;

= Conduct an analysis of the outcome, outputs and partnership strategy (as per the
scope of the evaluation described above);

= Draft related parts of the evaluation report;

= Assist Team leader in finalizing document through incorporating suggestions
received on draft related to his/her assigned sections;

*  Proofreading of the Russian version.

Individual consultants are invited to submit applications together with their CV for a position.
Applications are welcome from anyone who feels they can contribute to the team because
they possess three or more of the listed qualities. Obviously, the more qualities that can be
demonstrated, the better the chance of selection.
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Joint proposals from two independent evaluators are welcome. Or alternatively, proposals
will be accepted from recognized consulting firms to field a complete team with the required
expertise within the evaluation budget.

The evaluation will be undertaken in-line with GEF principles19:

= Independence

* Impartiality

= Transparency

* Disclosure

= Ethical

»  Partnership

= Competencies and Capacities
*  Credibility

= Utility

The evaluators must be independent from both the policy-making process and the delivery
and management of assistance. Therefore applications will not be considered from evaluators
who have had any direct involvement with the design or implementation of the project. This
may apply equally to evaluators who are associated with organizations, universities or entities
that are, or have been, involved in the Wind project policy-making process and/or its
implementation. Any previous association with the project, the Ministry of Energy and
Mineral Resources, the Ministry of Environmental Protection, UNDP-Kazakhstan or other
partners/stakeholders must be disclosed in the application. This applies equally to firms
submitting proposals as it does to individual evaluators.

If selected, failure to make the above disclosures will be considered just grounds for
immediate contract termination, without recompense. In such circumstances, all notes,
reports and other documentation produced by the evaluator will be retained by UNDP.

If individual evaluators are selected, UNDP will appoint one Team Leader. The Team
Leader will have overall responsibility for the delivery and quality of the evaluation products.
Team roles and responsibilities will be reflected in the individual contracts. If a proposal is
accepted from a consulting firm, the firm will be held responsible for the delivery and quality
of the evaluation products and therefore has responsibility for team management
arrangements.

7. Implementation Arrangements

The principal responsibility for managing this evaluation lies with UNDP Kazakhstan. It is
the main operational point for the evaluation responsible for liaising with the project team to
set up the stakeholder interviews, arrange field visits and co-ordinate with the Executing
Agency and other counterparts. UNDP Kazakhstan will contract the evaluators and ensure
the timely provision of per diems and travel arrangements within the country for the
evaluation team.

The timeframe for submission of the first draft of the report: 7 weeks upon signing the
Contract. The report will be submitted both electronically and in printed version, in Russian
and English.

"% See p.16 of the GEF’s Monitoring and Evaluation Policy
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The report should be submitted to UNDP Country Office in Kazakhstan (to the attention of
Ms. Inkar Kadyrzhanova, e-mail address: inkar.kadyrzhanova@undp.org mailing address: 67,
Tole Bi Str., 050000 Almaty, Kazakhstan, tel. (+7-3272) 58-26-43

Prior to approval of the final report, a draft version shall be circulated for comments to
government counterparts, project management, UNDP CO and UNDP/GEF Regional
Technical Advisor for Climate Change for Europe and CIS): The Project Director and
members of the project steering group members representing the following institutions:

= Ministry of Energy and Mineral Resources PK
*  Ministry of Environmental Protection
*  Ministry of Industry and Trade

=  Akimat
=  Kegoc
= Tatek

= Relevant research institutes
= The United Nations Development Programme

If any discrepancies have emerged between impressions and findings of the evaluation team
and the aforementioned parties, these should be explained in an annex attached to the final

report.

The activities and timeframe are broken down as follows:

Activity Timeframes and responsibilities
Desk review 3 days — international expert, 2 days — national
expert
Briefing of evaluation consultants 1 day by the project team and UNDP

Field visits, interviews, questionnaire, debriefing | 6 day — international expert, 6 days — national

expert

Validation of preliminary findings with | 5 days — evaluation team
stakeholders through circulation of initial reports
for comments, meetings, and other types of
feedback mechanisms

Preparation of final evaluation report (including | 5 days - international expert, 3 days - national

comments) expert

Working days:
Team Leader (international expert) — 20 working days

National expert — 19 working days

The proposed dates for the in-country mission to Kazakhstan are suggested for 3-9 Sept,
2007. The process should commence no later than September 2007.
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ANNEX B. ITINERARY OF THE EVALUATION TEAM AND LIST
OF DOCUMENTS

B.1  Mission schedule and list of people met

Mon 03-09-2007 | e

Arrival International Consultant (IC), Mr. J. van den Akker, in
Almaty
Meeting of IC and National Consultant, Mr. V. Nee, with PIU

Tue 04-09 .

Meeting with Mr. Bolotov (Professor, Almaty Institute of Power
Engineering and Telecommunications)

Meeting with Mr. Vladimir Afonin (Director, ALD Consulting)
Meeting with Mr. Oleg Bulatovitsj (Kazselenergoproject Institute)

Wed 05-09

Meeting with Mr. Erlan Tulekbayev (Head, Dept. of Scientific and
Technological Expertise, National Innovation Fund)

Thu 06-09

Departure for Astana

Meeting with at Ministry of Environmental Protection

Meeting with Mr. Yuri Kubaichuk (Senator, Parliament)

Meeting with Mr. Erlan Tulebayev (Head, Dept. of Scientific and
Technological Expertise, Ministry of Energy and Mineral Resources)

Fri 07-09 .

Meeting with Mr. Katyshev (Advisor to the President, Head of
Project Management Dept., KEGOC)
Return to Almaty

Sat 08-09 — .
Tue 11-09

Report writing

Wed 12-09 .

Meeting with Ms. Steliana Nedera (Deputy Resident Representative,
UNDP)
Discussion preliminary findings with PIU

Thu 13-09 .

Finalisation of draft report

Fri 14-09 .

Departure IC from Almaty

B.2 List of reviewed documents

Technical reports

Cherednichenko (2007)

Potential of Renewable Energy Sources Usage in the Republic of Kazakhstan based on
MARKAL model, V.S. Cherednichencko and A.V. Cherednichenko

Djungar Gate, Kazkhstan, Estimate of Wind Speed Enrgy Yield Prediction, by Wind
Solutions, Germany (September 2005)

ECN (1999)
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Wind Energy in Kazakhstan: Pt. 1:Market Development Study, F. van Hulle, A. de Boer, J.
Jansen, K. Baigarin, J. de Jongh; Energy research Centre of the Netherlands (ECN)

Energie Team (2006)
Wind Monitoring Programme for Kazakhstan, Part I, Identification of potential interesting
sites for futher in-situ measurements, by Energie Team (January 2006)

Inyutina (2007)

Compiling RES Legislation for Kazakhstan, Report on the Benefits of RES to the Energy
Sector, Task 2, Kyoto Protocol, by Lyubov Inyutina

Johannes (2005)

Mission Report about Assistance with a 5 MW Pilot WPP at Djungar Gat, South-East
Kazakhstan, by Christian Johannes, RE Consult Ltd.

Petersen

Wind Power Potential of the Djungar Gate and Chilik Corridor, by Erik L. Petersen, RISOE

National Laboratory, Denmark

Shalabayeva (2005)
Legislation Report, Electricity Sector in Kazakhstan and Renewables

UNDP (20062)

Innovative Financing for RE Projects in Kazakhstan, UNDP/GEF Kazakhstan Wind Power
Development Initiative

UNDP (2006b)

Prospective of Wind Power Development in Kazakhstan, UNDP/GEF Kazakhstan Wind
Power Development Initiative

Project and other documentation

Tender documentation for investment and construction of the pilot wind farm in Djungar
Gate

Draft Law about Support of Usage of Renewable Energy Sources

Project Document

Project Inception Report

Annual Progress Reports

Project Implementation Reviews (APR-PIRs)

Documents in Russian language only

|Draft National Wind Programme (2006)

Study of Selection of Perspective Sites for Wind Farm Construction (2005)

Legislation Report Electricity Sector in Kazakhstan and Renewables (2005)
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REEEP EVALUATION FORM

Section C - Project Evaluation (At Project Completion)

(The evaluation report should be prepared by the implementing agency, after the project
completion and after allowing for a reasonable period of time for the impacts. The
implementing agencies are encouraged to use independent experts for project evaluation.
This will normally be completed within the first two months of project completion)

Project Completion

Project Title: Compiling RES Legislation for Kazakhstan
REEEP Ref Code. 10409005

REEEP Theme (F/P&R) | Policy & regulation

Regional Secretariat Russia and former Soviet Union

Countries Covered Kazakhstan

Date of Report 15/09/2007

Completed by: J.H.A. van den Akker (independent consultant)

11.1 REEEP Regional Secretariat Comments (to be completed by REEEP)

Name, position and unit

Date Completed

Assessment whether
project has achieved
stated “Purpose” (31)

Lessons learnt from this
project (32)

11.2 REEEP International Secretariat Comments (to be completed by REEEP)

Name and position

Date

Comment/Action

12 Achievement of Project Purpose (33)

Project Purpose To prepare for renewable energy to be included in the legislation of
Kazakhstan

12.1 Project Indicators

Indicator Status before Status at time of assessment Change observed
project attributable to
project.
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Endorsement

Projects are

Endorsement of Draft Regulation

of Regulation | unbankable with no | by IFIs and other banks, as shown

Draft by IFIs means of achieving | by engagement in seminars,

and other commercial responding to questionnaires and

banks viability direct correspondence.

Acceptance of | No policy or A draft Law on Renewable The argument for

draft

proposed policy in

Energy Sources has been

inclusion of

regulation by | existence for the formulated and is now under renewable energy has
beneficiary support of RES consideration by the Government. | been presented
(MEMR) The project as such did not aim to | throughout the
have legislation accepted by project (meetings,
Government or passed by roundtable in
Parliament, just accepted by the Parliament and
MEMR. In this sense, the through recurring
indicator has been fully achieved. | communications) to
MEMR and other
Ministries
12.2 Project Outputs
Output Indicator of Success Result

Detailed draft legislation in a
form that can be submitted to
the Kazakhstan Legislature for
debate and possible adoption

Draft legislation exists and
acceptance by MEMR (in this
instance, ‘accepted’ does not
mean presented to parliament;
this project cannot guarantee
parliamentary time)

The output has been achieved.
A draft text on Law on
Renewable Energy Sources is
being discussed at Government
(inter-ministerial) level. The
energy (MEMR) and
environment ministries (MEP)
were instructed to form a joint
work group to carry the
legislative draft through
consultation within the
Government and for final
presentation to Parliament.

Delivery of a proposed
schedule for a national
programme for wind energy

Schedule for implementation
drafted and accepted by
MEMR

A draft text has been
formulated to be accepted by
MEMR

A clear argument and
assessment compiled to justify
the change in the energy mix
to support any attempt in the
legislature to present the bill

Documents giving clear
arguments for justification of
the adoption of RES
legislation drafted and
accepted by MEMR

These arguments are provided
in two reports, one on the
commercial potential of RES in
Kazakhstan and another on the
implications of ratification of
the Kyoto Protocol

Assessment whether project
has achieved stated “Purpose”

The project is now completed and has achieved the above-

mentioned purposes
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13. Project Implementation Process

13.1 Project Expenditure (34)

Planned total REEEP | € 72,915 Actual total REEEP | € 43,889
cost: cost:
Planned co-funded cost: | € 18,591 Actual co-funded cost: | € 18,591

Has the project expenditure been | Yes
adequately accounted for?

Are you satisfied that the project has | Yes
met REEEP auditing requirements?

13.2 Timing

Planned Start Date 04/06 Actual Start Date 08/06 Difference | 4 months
Planned Finish Date 03/07 Actual Finish Date | 09/07 Difference | 6 mo nth
Reason for difference | Slight delay in starting up the activities

13.3 Project Changes

Were any changes made to the project design/approach during implementation? If so, please
provide details and explain why were these made? (35)

The appointed legal expert was removed from the project in March 2007 (hence actual
expenditures were less than planned). Drafts of the legislation were subsequently completed with
cooperation between UNDP, MEMR and ME

14. Effects and Impact of Project (36)

Are the project outputs/outcomes being put into practice? How? |

Yes, as the draft text of the Law on Renewable Energy is currently under consideration by the
Government

Are the project outputs/outcomes being replicated? Explain. |

N/a

What impact the project has had on development of markets for REES? Substantiate. |

Currently, no grid-connected wind power (or other RES) can compete with the coal-based power
tariff. Under the new Law on RES a quota obligation will be established upon the power producers
to support the production of a % of their capacity with RES. The volumes of RE power produced
will be certified (renewable energy certificates) and power generators must purchase a share of the
total volume of RECs produced in the accounting period. The price of RECs will be set in such a
way to encourage the commercial development of wind (and other RES) projects, similar to feed-
in tariffs.

What are the plans for scaling up the project outcomes? Explain. |

An indicator in the draft Law mentions to have 1,000 MW of small-scale hydro and 2,000 MW of
wind power established by 2024 (10% of national power generation capacity)

Did the project result in creation of any networks for REES? Detail. |

Yes, the project has succeeded in building a ‘critical mass’ of professionals from Government,
business community and academia that are interested to promote RES

What impact did the project have on achievement of the MDGs? Provide
details.
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The project will environmental benefits by reducing greenhouse gas emissions and pollutants that
are released in coal-based power production

Did the project implementation result in tangible capacity additions for REES? Please detail. |

Not as such, but several project developers have shown interest in investing in wind farms once
the Law on RES will be passed by Parliament and an appropriate regulatory framework for the
tradeable RECs will be set up

15. Lessons learned (37)

No. Key Lessons Learned (Please add more boxes if required)

The time required to implement legislative changes is long. Two years at least is
necessary to follow though to completion. Legislation for Renewable Energy is not of
significance by itself and attention should be paid to the political context in which it is
being promoted.

Informal networking through meetings, roundtables, etc (and donor coordination) used
by the Project Implementation Unit (PIU) of the Kazakhstan wind project are useful for
bringing together potential investors and lenders that are willing to contribute to RES
development as well as for bringing together representatives from government, business
and academia as ‘friends of renewables’ in informal way.

Project evaluation should be carried out after project completion

Section C, should not exceed THREE pages
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ANNEX C. DRAFT LAW ON RENEWABLE ENERGY SOURCES

LAW OF THE REPUBLIC OF KAZAKHSTAN

ABOUT SUPPORT OF USAGE OF RENEWABLE ENERGY SOURCES

The present Law regulates public relations in the area of the usage of Renewable Energy
Sources, and defines supportive measures aimed to increase the share of Renewable Energy
Sources in total power production in the Republic of Kazakhstan in order to reduce energy
intensity of saving and power industry environmental impact, including reduction of green-
house gases emissions.

Chapter 1. General Principles.

Article 1. Main definitions:

The present Law uses the following definitions:

1))

2)
3)

4)

5)

6)

7)

8)

9)

Renewable Energy Sources are primary energy resources: solar radiation energy,
biomass, landfill gas, gas in mines (with the exception of gas produced by gasification
of carbon and fuel), wind energy, hydrodynamic water energy for production capacity
not greater than 20 MW, underground thermal energy, that are used for power
production at the territory of the Republic of Kazakhstan;

Renewable Energy Certificate Purchase Contracts are contracts entered into by the
renewable power authorized body for the purchase of Renewable Energy Certificates.
Qualified Renewable Energy Production Organization is the organization that has a
Certificate Purchase Contract with the renewable power authorized body;

Renewable Energy Certificates obligations are the annual obligations of energy
production organisations to have renewable energy certificates in proportion to yearly
produced volume of power;

The Renewable Energy Certificate Programme is the process of purchasing renewable
energy certificates from Qualified Renewable Energy Production Organisations and
redistribution of renewable energy certificates to energy production organizations;
Renewable Energy Certificate is the certificate justifying that a unit of renewable
power is produced and transmitted into grid according to a record from a commercial
measurement device. Each certificate has a registration number;

Average Annual Price for the Renewable Energy Certificate is the average price for a
certificate, calculated from total price of all certificates purchased by renewable power
authorized body during the calendar year;

Authorized Body is the authorized governmental body responsible for application of
requirements of this law within the framework of its competence;

Renewable Power Authorized Body is the governmental body given authority to
control and manage the Renewable Energy Certificate programme.
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Article 2. The legislation of Republic Kazakhstan “About Support of Usage of
Renewable Energy Sources”

1. The legislation of Republic Kazakhstan About “About Support of Use of Renewable
Energy Sources” is based on the Constitution of Republic Kazakhstan and includes the
present Law and other normative legal acts of the Republic of Kazakhstan.

2. If an international treaty ratified by the Republic of Kazakhstan, establishes rules
different from this Law the rules of the international treaty prevail.

Article 3. Purpose and principles of support of usage of renewable energy sources

1. The purpose of support of usage of renewable energy sources is to establish favourable
conditions for development of renewable energy sources.

2. The main principles of support of usage of renewable energy sources are:

1) respect to national interests in the process of usage of renewable energy sources;

2) priority of usage of renewable energy sources for power generation in order to
improve competitiveness of national economics and to provide national security;

3) economic effectiveness and efficiency of support of usage of renewable energy
source for power generation;

4) complexity and system approach to provide permanent interaction between
scientific and technical groups and entrepreneurs in order to provide support of
usage of renewable energy sources for power generation.

Chapter 2. State Regulatory Control in the field of Usage of Renewable Sources of
Energy

Article 4. Main courses in support of usage of renewable sources.

The support of usage of renewable energy sources is carried out in accordance with the
legislation of the Republic of Kazakhstan in the following main directions.

1)  Incentive of power generation from renewable energy sources, in the first place, for the
purposes to meet public demand by sale of renewable electricity at the electricity
markets at the territory of the Republic of Kazakhstan;

2)  Adherence of authorized bodies to policy of priority of renewable stations construction
and commissioning for power generation, when managing state property within the
given authority;

3)  Establishing favourable conditions for efficient integration of renewable power stations
into unified energy system and electricity market of the Republic of Kazakhstan;

4)  Contribution to fulfillment of the internationally based obligations on green-house
gases emissions reduction through incentives of usage of renewable energy sources for
power generation.

Article 5. Goals and objectives in the field of usage of renewable sources of energy for
power generation.

1. State regulation in the field of usage of renewable sources for power generation is
being established for the purpose of increasing the share of renewable energy sources in
power production in the Republic of Kazakhstan aimed to reduce energy intensity of
saving and power industry environmental impact, including decrease of green-house
gases emissions.
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2. The objectives of state regulation in the field of use of renewable energy sources for
power generation are:

1)  to create conditions for increase of renewable share in power production;

2) to regulate use of renewable energy sources for power generation in the
electricity market in accordance with this Law;

3)  to create conditions for investment to development and use of renewable energy
sources for power generation;

4)  to establish state standards in the field of use of renewable energy sources for
power generation;

5)  State regulation in the field of use of renewable energy sources for power
generation includes the following:

- State regulation of renewable share in total electricity production;
- State regulation of REC obligations of Energy Production Organisations;

- State control after Energy Production Organisations regarding REC
obligations fulfillment;

- State regulation of renewable electricity trade;

- State regulation of use of prospective sites at the territory of Kazakhstan for
development of renewable energy sources;

- Compiling and adoption of normative legal acts of the Republic of
Kazakhstan, normative technical documentation and requirements in the field
of use of renewable energy sources for power generation.

Article 6. Authority of the Government of the Republic of Kazakhstan

The Government of the Republic of Kazakhstan:

1)  Develops the main directions of state policy in the field of development of Renewable
Energy Sources for power generation;

2)  Approves main courses of development and usage of renewable energy sources for
medium-term period and long-term period, providing the following:

Prognostic set indicators for power generation from renewable energy sources;

Work plan for achievement of set indicators, usage of certain types of renewable energy
sources for power generation;

Recommendations to local executive authorities regarding development of locally-financed
regional target programmes aimed to use of the renewable energy sources;

3)  Defines the process of mandatory control after state policy accomplishment in the field
of usage of renewable energy sources, including control after submitting of required
statistics reports by predetermined criteria;

4)  Defines status and approves regulation on Renewable Power Authorised Body;

5)  Carries out other functions under present Law to stimulate usage of renewable energy
sources.

Article 7. Authority of the Authorised Body.

The Authorised Body in the field of renewable energy sources:

1)  Executes state policy in the field of usage of renewable energy sources;
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2)

3)

4)

)

6)
7)

Develops draft of Main directions and objective programs of use of Renewable Energy
Sources for power generation and controls fulfillment of such programs;

Within the given authority limits, develops new regulations and makes corrections to
normative acts in force to provide accomplishment of present law requirements

Organizes control after observance of ecological, sanitary, construction requirements
during development, construction and commissioning of renewable stations for power
generation;

Develops and updates cadastre of Renewable Energy Sources situated at the territory of
the Republic of Kazakhstan

Provides international cooperation in the field of Renewable Energy Sources

Performs other functions in the field of Renewable Energy Sources in accordance with
the laws of the Republic of Kazakhstan.

Article 8. Authority of Renewable Power Authorised Body.

Renewable Power Authorised Body:

)
2)

3)
4)

S)
6)

7)
8)

9)

Executes development programs of Renewable Energy Sources on the base of the REC
Program,;

Conducts periodic tenders for REC Purchase with intent to achieve set indicators of the
Renewable Energy Certificate Programme;

Specifies conditions and requirements to tender proposals for REC purchase;

Specifies contract conditions and enters into REC Purchase Contracts with Energy
Production Organisations on the base of tender results;

Performs control and audit of REC Purchase contracts;

Settles obligations for the Energy Production Organisations in regard to Renewable
Energy Certificates;

Specifies average price of the RECs for the calendar year;

Sells RECs to Energy Supply Organisations in order to fulfill their obligations under
this Law;

Performs control after Energy Power Organisations in regard to fulfillment of their
REC obligations.

Chapter 3. Utilization of renewable energy resources.

Article 9. Rights and Obligations of Energy Production Organisations under REC
Program

1.

All Energy Production Organisations must fulfil their REC obligations set by the
Renewable Power Authorised Body.

2. Energy Production Organisation has the right to fulfil its REC obligations by:

- Purchase of RECs from Renewable Power Authorised Body;

- RECs produced by Energy Production Organisation in case of use of Renewable
Energy Sources for power generation under REC Purchase contracts with the
Renewable Power Authorised body.

3. Energy Production Organisations selected by tender process on RECs purchase may
enter into the REC Purchase Contract with the Renewable Power Authorised Body for
the agreed period.
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The REC Purchase Contract specifies the Renewable Energy Certificates purchase
capacity, REC price and the period of the contract. The Purchase Contract also sets the
conditions for price indexation for the Renewable Energy Certificates during the
validity period of the contract. The minimal validity term of REC Purchase Contracts
for newly constructed renewable stations is 10 years.

Article 10. Rights and Obligations of the Qualified Renewable Energy Production
Organisations under the REC Program

1.

Qualified Renewable Energy Production Organizations have the right to generate RECs
in accordance with the conditions of REC Purchase contracts.

Qualified Renewable Energy Production Organizations may sell RECs to the
Renewable Power Authorised Body. RECs may not be transferred or sold to third
parties.

Qualified Renewable Energy Production Organizations must keep accountancy and
registry of the RECs in accordance with the conditions of the REC Purchase contracts.

Article 11. Rights and Obligations of the Energy Supply Organisations under the REC
Program

1.

Energy Supply Organisations must enter into power purchase agreements for electricity
with the Qualified Renewable Energy Production Organizations for the electricity
capacity produced from Renewable Energy Sources.

In case the Qualified Renewable Energy Production Organization, with no fault, did not
enter a direct agreement with electricity consumers or Energy Supply Organization, the
guaranteeing energy supply organization is obliged to conclude a purchase agreement
with the Qualified Renewable Energy Production Organisation for the electricity
capacity produced from renewable energy sources.

The price for the Electricity from Renewable Energy Sources under the power purchase
agreements between Energy Supply Organisation and Qualified Renewable Energy
Production Organisations shall not be less than the average annual wholesale electricity
price for the Energy Supply Organisation in the previous year.

Article 12. Support in allotment of land for renewable stations construction.

1.

When allotting land for construction of renewable stations the local executive
authorities shall consider the factor of achieving maximum environmental and
economic efficiency through use of renewable energy sources.

The authorized body within the territory of special protection leases land sites for
construction of renewable stations for limited exploitation in accordance with the
requirements of the Law “About Natural Territories of Special Protection”.

Article 13. Public Reporting.

1. The Authorised Body periodically publishes its official program in the field of use of
renewable energy sources for power generation.

2. The Renewable Power Authorised Body annually publishes information about REC
Program execution, perspective plans and obligations of Energy Production
Organisations for the upcoming calendar year.
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Article 14. Control after use of renewable energy sources

Control after use of renewable energy sources is provided by:

1)  Registry of energy potential of renewable energy sources, level of development and
renewable electricity share in power generation of the energy resources balance of the
Republic of Kazakhstan;

2)  Defining if the set indicators are met by renewable electricity production within the
main directions of development, and defining the achievement level of the set
indicators of corresponding goal programs;

3)  Ensuring proper exercise of the REC purchase system and electricity sale produced
from renewable sources of energy.
Chapter 4. Final and Transitional Provisions.

Article 15. Liability of Infringement of the Legislation of the Republic of Kazakhstan
About Use of Renewable Energy Sources.

1.  Any person guilty in abuse of the legislation of the Republic of Kazakhstan about
Usage of Renewable Energy Sources shall bear liability in accordance to the
procedures set by the laws of the Republic of Kazakhstan.

Article 16. Entry into Force.

1. This law becomes effective on the day of its official publication.

President
of the Republic of Kazakhstan

Appendix 1

Set indicators of usage of renewable energy sources for power generation under Renewable
Energy Certificate Programme

Year Installed capacity

2012

2015

2020

2024 1000 MW small hydro
2000 MW wind projects
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