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1. Executive Summary

GEF Project ID: 1281

GEF Agency Project ID: 00051578

Country: Kazakhstan

Project Title: Removing barriers to energy effieig in municipal heat and hot water
supply

GEF Agency: UNDP

Other Executing Partner: Agency for Constructiord a@dousing and Municipal Infrastructure —
executing agency (originally AREM — Agency for Ré&gion of Natural
Monopolies)

The Project development started by approval of RDOR-1998 and PDF-B in 1999. The full size Project
Document was developed in 2004. The Project documes signed by the Government and UNDP on
December 15, 2006.

The whole project preparation phase including dgueent and approval of the project document laSted
years (1998-2006). The originally four-year projeets planned to be closed in December 2010.

During the project implementation phase the profjext been extended twice (by 1 and 1.5 years)jsand
scheduled to be completed in June 2013. Originaliyined project implementation period of 4 years wa

extended to last 6.5 years in total.

Table 1: Project Timeframe

Expected date Actual date
CEO endorsement/approval 2005
Agency approval date 12/2006
Implementation start 2007
Midterm evaluation completion 9/2009
Project completion 12/2010, 12/2016/2013

6/2013
Terminal evaluation completion3/2013 5/2013
Project termination 6/2013 6/2013

GEF has provided a grant of 3.29 mil USD for prbjegplementation.

Planned co-financing of 7.18 mil USD consistedhwd government of the Republic of Kazakhstan in kind
support of 0.13 mil USD, and cash co-financing frAtmaty municipality in the amount of 1 mil USD,
Kokshetau municipality 3.19 mil USD, and privateksbetau Power utility 2.86 mil USD.

The total budget of the project was planned to®@d7L.mil USD.

The actual cash co-financing provided was 54.8U8D, of which 48 mil USD by the National Program on

Modernization of Housing and Municipal Infrastrueas of 3/2013).
7
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1.1Brief description of project

Theprojectobjectiveis to reduce greenhouse gasissions from the municipal heat and hot wateplsup
systems in Kazakhstan and to gwnthe foundation for the sustainable developmenhe$¢ services
taking into account local as well as global envinemtal considerations. The project was designéxdiitd
the capacity and create incentives for the impleatemm of new institutional and financing mechargsm
with the target to leverage new, local sourcesnairfcing for the energy efficiency investments meekd

Within this framework, the project was designed to:

(i) assist the Government of Kazakhstan in reviewing @amproving the legal and regulatory
framework dealing with the heat and hot water sygeictor, with a specific emphasis on the
tariff issues and consumption based billing to raig energy efficiency;

(i) build the capacity of the local heat supply comparto develop and manage their services on a
commercial basis and to attract financing for theestments needed;

(iii) build the capacity of the local tenants and homaewvassociations to manage the heat and hot water
supply services and to implement cost-efficientrgneaving measures at the building level;

(iv) introduce and gain experience on new instituticenadl financing arrangements such as Energy
Service Companies (ESCOs) and reduce the risks usm@rtainties of energy efficiency
investments in the heating sector otherwise bylifattng the implementation of selected pilot
activities, and

(v) monitor, evaluate and disseminate the project t®sahd lessons learnt thereby facilitating their
effective replication.

1.2Context and purpose of the evaluation

This Final Evaluation has been performed on a goieUNDP CO Kazakhstan as the GEF Implementing
Agency as a part of a standard project monitorimdyevaluation procedure of UNDP/GEF projects.

The Final Evaluation including on-site mission bagsn performed during the period April - May 2013.

1.3Main conclusions, recommendations and lessons leath

The project was developed with a goal to reduce @H@ssions from district heating in Kazakhstan and
objective to remove barriers to energy efficienay municipal heat and hot water supply systems in
Kazakhstan and to lay foundation for the sustamalelelopment of these services taking into acclocat

as well global environmental considerations.

The project was designed to work in three companent
1. Legal and regulatory changes
2. New institutional and financial models, and

3. Lessons learned analyzed and disseminated
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Key components of the project were planned to lelarge pilot projects — energy efficiency rehabtlon
of the DH utility in Kokshetau, and a creation aimcipal ESCo in Almaty — that were designed toegate
annual savings of 30 000 tGO

DH utility and municipality in Kokshetau have prded in 2004 when Project Document has been firghlize
written commitment to provide co-financing for tipeoject over the period of next two years, the co-
financing commitment of Almaty municipality was rtohe bound.

Because of a lengthy period between Project Doctursebmission in 2004 and a project approval and
signature in December 2006, the co-financing comeniit of Kokshetau DH utility and municipality have
expired even before the actual start of the projkctaddition to this, because of low tariffs andop
financial performance, the private DH utility in Kshetau has bankrupted in the meantime, and thgnaes
project that accounted for 95% of planned GHG sgs/could not have been implemented.

The actual project implementation started with & yxar delay in mid 2007, after the project manmaaysd
key project staff have been hired.

The first implementation period between the inaaptivorkshop in September 2007 and the Mid-Term
Evaluation in September 2009 withnessed some pregmaesork, some project activities have been rewef
the capital city Astana has been involved as aeptgpartner and two pilot projects in Astana hagerb
implemented. However, no alternative solution f@ abolished major GHG savings generating piloegto

in Kokshetau has been found, the ESCo pilot prajectimaty was delayed, the project faced significa
uncertainty how to reach projected GHG savings. Nagonal Project Director has been replaced in8200
and in 2009 also a new Project Manager has beeoirapd. MTE rated project implementation with the
second worst grade on a four grade scale.

After MTE and under a leadership of the new Projdahager and with an active support from the UNDP
CO the project received a new drive and adoptestediely active adaptive management.

In 2009 the Executing Agency has been replaced.néldy created Agency of the Republic of Kazakhstan
on Construction and Housing and Municipal Infrastmwe has been appointed to serve as an Executing
Agency instead of the former AREM, Agency for Regidn of Natural Monopolies. After even the pilot
ESCo project in Almaty failed, the project focusswehanged from originally planned large supply-side
projects to small scale building level DH energificeégncy projects in Astana, one pilot project ilnaty,

and ESCo pilot projects with a private company araganda.

During the second phase of project implementatfter MTE and with a total project extension of 2ears
till June 2013, the project has delivered pradtjcall projected results and it catalyzed the atitin of the
country’s DH transformation towards more energycedfit one.

Under the Legal and regulatory component, the ptajeveloped a draft of the Law on Energy Efficienc
that was approved in 1/2012, prepared severalyahd analytical papers, methodology on energyrpien
adopted by the Ministry of Industry and New Teclugiks, and thanks to the project long-term close
cooperation with the government the project managedeach one of its major achievements — to
incorporate energy efficiency component into thevigedeveloped 5.8 bil USD 2011-2020 National
Program on Modernization of Housing and Municiparastructure. Till 3/2013, the Program has spent
already about 48 mil USD, or 40% of the total exjprmes, on energy efficiency upgrades and hasidyre
generated about 30-40 000 t&€avings annually.

Within the second project component - New institnél and financial models, the project has dematesdr
in 17 building level projects in Almaty, Astana adraganda three different financial schemes basea

9
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revolving principle, when the financial savings asezumulated and spent for further EE investmedvritet
projects were based on a close cooperation withtraming of municipalities, district heating (DHdjilities,
Association of Apartment Owners (AAOs), building imanance companies and in Karaganda
establishment of ESCo type services with a localape company. Pilot investment projects were nathe
small scale, were implemented at individual mubigment or school buildings and included instatiatof
heat metering, heat substation with heat exchangeds heat flow regulation, and new building level
domestic hot water supply. Due to their smallee $iey did not reach the expected GHG savingsQfftb
tCO./year. However, these GHG savings were more thisetoly GHG savings generated by the National
Program that can be fully accredited to the projée project worked with Astana, Karaganda anddeav
and developed jointly regional/municipal energy isgvplans, concept of energy management and
methodology of energy auditing in public sectoreTitoject has developed a feasibility study of98emil
USD modernization of the Kustanai DH utility (repéament of old natural gas CHP and HOBs with new
combined-cycle CHP and efficient burners) with adraavings of 260 000 tGO

Under the third component numerous informationadigsation and training activities have been perfam
targeted to municipalities, AAOs, regional govermtse private service companies, energy consumets an
general expert audience. Monitoring protocol for figBjects in residential and municipal buildings l@en
developed and applied in pilot buildings.

The project trained and strengthened capacity véigonental agencies, municipalities, AAOs, and gigv
building service and energy service companiesdhated sufficient expertise and are dedicated taabdE
already work in energy efficiency within their olndgets.

During the project implementation the UNDP andAitd has gained an excellent reputation and is naysd
widely recognized in the country as a skilled andfgssional team with unique expertise in energy
efficiency. The Government of RK has provided 0i¥WsD and selected UNDP to implement a follow-up
complex energy efficiency project in a small Prigamyi settlement. The Government did not choose BND
because of a potential funding source, but becaluise excellent local expertise and skills.

Despite the success of the project, there is stibng way to go to fully utilize the energy eféocy
potential. Heat tariffs are still low and do notveo full costs. DH thus does not attract privatpited and
energy efficiency improvements rely heavily on sdies from public budgets. Building level heat rmigtg

is not mandatory in all existing buildings, the jpat did not demonstrate benefits of apartmentlleve
consumption based billing and installation of rémlidevel heat costs allocators and thermostatluega
because it evaluated the payback would be toovdgtigcurrent heat tariffs. However, the foundatidwase
been laid, funding from the National Program isikaxde, financing schemes and pilot projects hagenb
demonstrated and there are trained local expedsoaganizations in public and private sectors s#ill
enough to implement further projects in energycedficy.

The overall rating of the projectlisighly Satisfactory.

Highly Satisfactory Moderately Moderately Unsatisfactory Highly
Satisfactory Satisfactory | Unsatisfactory Unsatisfactory
HS

Rating of individual project evaluation benchmaiksummarized in Table 2.

10
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Table 2: Summary Rating of the Project Implementaton

Rating
Project Formulation
Project relevance (HS) and implementation apprda
ProDoc (due to expired co-financing commitment tfo
Kokshetau pilot project at the time of project sigme)
Logical Framework S
Lessons from other projects incorporated HS
Planned stakeholder participation HS
Replication approach and sustainability strategy HS
UNDP comparative advantage HS
Linkages between project and other interventions HS
Management arrangements HS
Project Implementation
Project implementation and adaptive management HS
Partnerships arrangements HS
Monitoring and evaluation HS
Feedback from M&E used for adaptive management | HS
Financial planning and management HS
Management by the UNDP office HS
Project Results
Overall results and attainment of objectives HS
Relevance R (relevant)
Effectiveness and efficiency HS
Country ownership HS
Sustainability L (Likely)
Project impact S (Significant)
Overall Project Rating HS

Rating scales:

HS — Highly Satisfactory, S = Satisfactory, MS —dérately Satisfactory, MU — Moderately Unsatisfagtd) — Unsatisfactory, HU
— Highly Unsatisfactory

Relevance: R — Relevant, NR — Not Relevant

Sustainability: L — Likely, ML - Moderately Likely\iU - Moderately Unlikely, U — Unlikely

Impact: S — Significant, M — Minimal, N - Negligibl

Summary of key recommendations:

* LogFrame is used for rating of overall project aviements, and needs to be backed up by a clear
project strategy and a work plan of individual pitjactivities

LogFrame indicators should reflect overall projebjectives, outcomes and outputs, but not detailed
specific project activities. In addition to the LlEEr@me a clear project strategy and a work plarudiob all
relevant key projected activities and time-boundestones, indicators and targets should be develépe
the whole project implementation period to refliectletail the project strategy. These detailedvdrs and
targets are subject to regular updates in annuak w@ns. LogFrame matrix on the other hand should
remain unchanged during the implementation perfodossible, with potential updates at the inception

11
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period and after MTE only. For operational managenwd project progress the LogFrame is not detailed
enough. Thus annual work plans, including time labtangets and activity specific budgets are usedhie
purpose.

* Financial health of partnering commercial entit{eslities) should be screened during project
development phase

When designing pilot projects to be implementedtjgiwith a commercial entity (municipal utility ripate
company), in addition to a feasibility analysisppbposed technical solutions and their cost-bemaefitysis
a long-term financial viability of a commercial gntshould be assessed as well to minimize a riskso
potential bankruptcy.

» Building level DH substations and metering shodlekilly be utility responsibility

Building level substations, regulation and metehguld ideally be owned and operated by the Dlityuti
This arrangement is typical in most countries beeatlnen the investment, operation and maintenance i
typically less costly. In its future activities, ¥ should support governments to include this resibdity

of DH utilities into national regulations or at &0 perspective policies in case DH utilities moe financial
capable to invest into installation of building édéheat substations and metering in a short-term.

e Building level heat metering and regulation is thecessary first energy efficiency step in
multiapartment buildings served by DH that shouddfbllowed by installation of apartment level
heat cost allocators and thermostatic valves

Installation of building level heat metering andukation, together with building heat substationgdeally
responsibility of heat utility and it typically gerates significant savings with relatively low istment.
However, this still does not provide sufficientdircial motivation for individual apartment ownetsuse
their energy efficiently, especially in large maftartment buildings. Installation of radiator lehekat costs
allocators (HCA) and thermostatic radiator valvd®RY) in existing systems, even when this requires
reconstruction of heat piping in apartments, giapartment owners full control of the indoor tempera
comfort and heating costs and motivates them tohes¢ regulation instead of window opening. In rewl
built apartments apartment level heat meteringtsngpreferred to installation of heat costs altocathat
need in addition to annual reading of HCAs alsouahrcalculation of individual heating bills. After
demonstrated benefits blilding level metering and regulation, UNDP should infitgire activities focus
on demonstration apartmentievel heat metering and regulation as well (itat@in of HCA and TRV).

* Major changes in project management and even mplaat of Executing Agency should be
implemented if it strengthens the project impleraéon

Frequent changes in project management cause fogaireed knowledge and expertise. However, if the
project focus or its underperformance requires gharn project management arrangements, such change
should be implemented immediately. This applies a@lscase of changes in governmental structuresew
specialized state agencies with a proper mandateraated (such as the case of establishment éfgiiecy

of the Republic of Kazakhstan on Construction amisthg and Municipal Infrastructure) it provides a
legitimate reason to change the Executing Agenagy.irAportant aspect of adaptive management is also
adaptation to new structures of Government whidtebeuits the purpose and mandate of the project

» Time period between ProDoc submission/approval RrmiDoc signature should be minimized and
co-financing commitments should cover relevantgobjmplementation period

12
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In order to avoid expiration of co-financing comménts, the commitments should cover relevant pafod
project implementation and should take into accdbet period until the project document is signed an
actual project implementation starts.

» Process of hiring project staff should be initiaitethediately after GEF CEO approval

Project implementation period officially starts kwia signature of a project document. Lengthy proads
competitive hiring project manager and project fstauses often delays in effective start of project
implementation by several months. These delayslghoe minimized in order to be able to effectively
utilize whole project implementation period. Iniiem of project staff hiring immediately after GEFEO
approval of ProDoc enables the project implememnato effectively start within few weeks after PiaD
signature.

Main lessons learned:
» The success depends on people — skilled, profedsaedicated leaders can make a difference

The project was originally designed to rely heawly two large pilot projects that unfortunately kcbnot
have been implemented because of external finafeiabrs that were out of project control. Afterot
years of weak project implementation performancih whe newly installed project manager and skilled
local experts with active and effective supportirdNDP CO refocused the project to work more oocall
level as well as with government and achieved éxatlproject results. Strong personalities of mbje
leaders (both in a project team and UNDP CO), algharelatively young but dedicated, flexible andling

to learn, in combination with skilled senior exgesith a good overview of international experience,
delivered results and brought up the project from to excellent rating.

» Good projects do not need long preparation

The lengthy project development phase of 9 yedwsvatl preparing a very good project document, asal a
during this period the project has already workéith Wocal stakeholders and delivered some usefllte
(feasibility studies of several potential DH rehdtion projects etc). However a significant paftthis
work turned useless when both planned pilot prsjéted because of financial problems of the DHtyt

and municipality. Good project document needs tobhsed on good understanding of local needs and
opportunities and relevant international experierné does not need to be a comprehensive andycostl
study. The project document should be developedagpdoved within significantly shorter period (itlga
within one year).

» Timing of the project is critical for its success

Kazakhstan as an oil and natural gas rich and éxyg@nted country experienced since 2000 high GDP
growth between 7 and 12% (except for 2008-9), agi mcome to the state budget. The project heavily
benefited from this good socio-economic developnieitazakhstan that is in a position to financerfribs
public budgets ambitious modernization programhalgh average income level and heat tariffs atle sti
rather low, and DH distribution companies generfitencial losses. Should the same project be
implemented earlier, the results would probablyrhesh more difficult to achieve. Should it be impkamed
later, the project value added might be lowerherlbsses from inefficient DH unnecessarily costly.

» Low heat prices do not attract private capitahweist to DH modernization

13
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Heating tariffs that are regulated bellow full costequire significant public sector subsidies and/o
guarantees for financing of DH rehabilitation aggi¢ally are not sufficiently high enough to finanall
needed DH rehabilitation. On the other hand DHslslould be affordable so that the bill collectoam be
sufficient also for a financial viability of DH ditly. Energy pricing and regulation in transitiooomomies is
highly politically sensitive issue, however withautclear policy towards increase of energy pricea full
costs recovery level most of the cost-effectivergpefficiency potential tends to remain untapped.

* Active and dedicated partners are critical for loeign project success

The project pro-actively sought opportunities ardentified right and committed partners beyond
government agencies only, and heavily benefittethfcooperation with dedicated and active partnara o
governmental level, private sector companies and#&AThe project provided training to their stafdan
helped to build their capacity in energy efficienmrpject development, financing and monitoring. ldoer,
without such active and dedicated partners theamuaiility of project achievements would be likely
jeopardized.

» Support of top level politicians attracted attentio energy efficiency

The project worked closely with national politiccarmembers of parliament, and it was able alsdttaca
attention of top politicians as well. Presidentkazakhstan, Mr. Nazarbayev, the Prime Ministerha t
country, Mr. Serik Akhmetov, and a Vice Prime Mimis Mr. Umirzak Shukeev visited on different
occasions different project sites, and the propeesented personally to them concrete project teestihe
support to energy efficiency projects declaredhmytop level politicians has received wide medizecage,
raised awareness and lead to implementation aneéspidad dissemination of specific project results
(creation of energy efficiency information centershe country for example).

» Initiation of project staff hiring process immedibt after GEF CEO approval of the ProDoc (already
before ProDoc signature) allows the project impletagon to start immediately after ProDoc
signature without unnecessary delays

The project effectively started its implementatioith appointment of the Project Manager within save
weeks after ProDoc signature. This was possiblekthto the fact that UNDP CO initiated the hiringgess
well in advance before ProDoc signature alreadyneaiately after the project document was approwed b
GEF CEO.

» Three energy efficiency retrofit financial modeler& demonstrated in multiapartment buildings and
can be replicated and scaled up in next projects

Three different financing models of energy effi@ggretrofits (two based on revolving energy effig
fund and one on an ESCo concept) that were denatedtrin pilot projects in Almaty, Astana, and
Karaganda, can be replicated and scaled up ingiuethergy efficiency projects funded by the StatmRm
on Modernization of Housing and Municipal Infrastiwre and/or other funding sources.
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2. Introduction

2.1Project background
The project idea emerged in late 1990s with a gpatidress key issues Kazakhstan was facing iithat

« Kazakhstan was a large emitter of GHGs (the tlarddst emitter of energy related £6er GDP in
2001 according to the IEA)

« District heating and residential buildings have $ligre on GHG emissions
< District heating schemes are obsolete and inefficie

« District heating partially privatized in 1990s didt attract investors to finance DH modernization
due to low heat tariffs and depends on public sli&si

* Weak Associations of Apartment Owners did not hexf@erience and capacity to execute their
ownership rights and properly maintain and recaigsttheir property, including heating systems.

* Weak legal framework that would support investmergnergy efficiency and DH rehabilitation

Over an extensive project development period 19982he DH problems remained unaddressed until the
start of project implementation in 2007.

The project was developed within the GEF Focal AZeamate Change and the GEF Operational Programme
OP5: Removal of barriers to energy efficiency anergy conservation.

The full-size 3.29 mil USD UNDP/GEF project withaphed co-financing of 7.18 mil USD was
implemented in 6.5 years (12/2006 — 6/2013).

2.2Purpose of the evaluation

This terminal evaluation has been performed orgaast of the UNDP Kazakhstan as a standard marndator
requirement of all UNDP projects. The terminal eatlon mission took place in Kazakhstan in April30

The objective of this evaluation is to assess tieaement of project’s objective, the affectingtéas, the
broader project impact and the contribution togkeaeeral goal/strategy, and the project partnersingiegy.
It also provides the basis for learning and acchility for managers and stakeholders and for mliog
important lessons learned which can be applietigalesign of future UNDP projects which aim to reeo
barriers to energy-efficiency.

According to the GEF and UNDP/GEF Monitoring & Evatlion Policies, the 2009 Handbook on Planning,
Monitoring and Evaluating for Development Resuhg terminal evaluation has four objectives:

i Monitor and evaluate results and impacts;
Analyze and evaluate effectiveness of the resultsimpacts that the project has been
able to achieve against the objectives, targets iaditators stated in the project
document;

ii.  Provide a basis for decision making on necessagndments and improvements;
Assess effectiveness of the work and processegtakda by the project as well as the
performance of all the partners involved in thegrbimplementation;
15
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iii.  Promote accountability for resource use;
Provide feedback and recommendations for subseglsmigion making and necessary
steps that need to be taken by the national stédeisoin order to ensure sustainability
of the project’s outcomes/results; and

iv.  Document, provide feedback on, and disseminatemtsdgarned.
Reflect on effectiveness of the available resowse; and document and provide
feedback on lessons learned and best practicesagetieby the project during its
implementation.

2.3Key issues addressed

The following key issues have been addressed ifirthkeevaluation:

Relevancef the project with national development priostiand its appropriateness,
Effectivenessf the development project and partnership streseg

Contributionand worth of the project to national developmerdrgies

Key drivers and success factoenabling successful, sustained and scaled-up a@awelnt
initiatives, alternative options and comparativeaadages of UNDP

Efficiency— cost-effectiveness of funds spent to reach prajejectives and results

Risk factorsand risk management strategies

Sustainability - level of national ownership and measures to eodanational capacity for
sustainability of results

Impactof the project implemented on human development

A specific attention has been paid, in additionttie project implementation itself, to the evaluatiof
recommendations of the mid-term evaluation, to rille of UNDP, and the use of Logical Framework
matrix, definition of project indicators and targiet

2.4 Scope and methodology of the evaluation

The methodology used for the project final evalais based on the UNDP/GEF Monitoring & Evaluation
Policies and includes following key parts:

I.  Project documents review prior to the evaluatiogasioin
Il. Evaluation mission and on-site visits, interviewthvproject management, UNDP CO, project
partners and stakeholders, as well as with indep@rekperts.
Il. Drafting the evaluation report and ad-hoc clariima of collected information/collection of
additional information
IV.  Circulation of the draft evaluation report for coeamts
V.  Finalizing the report, incorporation of comments
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2.5 Structure of the evaluation report

This final evaluation report follows the structigpeecified in the Terms of Reference (see AnneximalF
evaluation TOR) and according to the 2012 “GuidafareConducting Terminal Evaluations of UNDP-
supported, GEF-financed Projects”.

17



Final Evaluation — UNDP/GEF Kazakhstan: Removingibes to energy efficiency in municipal heat and
hot water supply

3. The Project Description and Development Context

3.1Project start and its duration

The project idea emerged in mid 1990s. In 1998ptiagect PDF-A facility has been approved; the PDF-B
phase was approved in 1999 and lasted from 20@00K. The Full-Size Project proposal was pregpamne
2004 and signed by the Agency for Regulation olukdtMonopolies and UNDP on December 15, 2006.

The whole project preparation period including depment and approval of the Project Document lasted
nine years (1998-2006).

Originally, the Project Document planned a fourrypepject to be finalized by the end of 2010. Basad
recommendations collected during the inceptiongaketiie Steering Committee in 2009 extended theeproj
implementation period till the end of December, RORfter Mid-Term Evaluation the "5 Steering
Committee on November 19, 2010 approved no-cogegrextension for another one and half year titl
of June, 2013.

The originally planned project implementation pdrad 4 years has been extended in total by 2.5sy&de
actual project implementation period lasted 6.5yea

The Project Document was signed in December 20@6ptoject implementation was formally launched in
April 2007, but it effectively started in mid 200idth a preparation of the Inception Workshop.

The Inception Workshop was held in Astana on Selpger, 2007 and the Inception Report was finalired
November 2007.

Mid-term evaluation was performed in September 2009

Final evaluation of the project was implementedjomil-May 2013.

3.2Problems that the project sought to address
« Kazakhstan is a large emitter of GHGs

According to the 2001 data of the International iggeAgency (IEA), Kazakhstan was the third largest
emitter of energy related G@er GDP (4.68 kg CO 2eq /U$0n the world and the Z9largest emitter per
capita (8.02 t CQ,/capita).

< District heating and residential buildings have $figre on GHG emissions

Kazakhstan has cold winters (heating degree-dagerbetween 3500 and 5000). In 2002, the heat ditman
constituted 60% of the total consumption of endlmpat and power). More than 60% of heat energy is
consumed in the cities, of which approximately 80fhin the residential sector. Over 50% of the urba
heating demand is covered by district heating.

< District heating schemes are obsolete and inefficie

! Based on 1995 USD exchange rate
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District heating plants typically burn local inexpséve but carbon intensive coal. Low heating tarifé not
allow full cost recovery especially in heat distriion. There has been practically no investmeulistrict
heating to increase efficiency of the system stheeSoviet time. High heat and water losses, praltfino
consumption based billing (only some 10% custorhadsinstalled building level metering), no heattcols
characterized district heating schemes at the faohthe project.

» District heating does not attract investors ancedep on public subsidies

Large district heating utilities have been privatian late 1990s, including heat distribution comips.
While large combined heat and power (CHP) plargsrageneral profitable, heat distribution has d¢ggly
generated financial losses until the distributiompany bankrupted and the ownership has been phaskd
to public hands, namely municipalities that haveubsidize operation of district heating distribati
companies.

* Weak Associations of Apartment Owners

97% of the housing stock has been privatized fa fo individual apartment owners. Legal framewfork
collective decision making of apartment ownerslteen established (Associations of Apartment Owners,
service companies etc). However these entitiesatiner weak primarily because of lack of experiesoe
capacity of apartment owners to execute their oghigirights and properly maintain and reconstroeirt

property.
*  Weak legal framework

In 1997 the Parliament of the RK approved a newtlom Energy Savings” and “National Program on
Energy Savings”. However, these regulations welteraleclaratory and provided little incentives eal
improvements in energy efficiency.

3.3Immediate and development objectives of the project

The development goal of the project has been dfiméhe Project Document:
“to improve energy efficiency and reduce the GHGssians originating from heating and hot water siypp

in Kazakhstan”.

Project Document defined project objective:
» to reduce greenhouse gas (GHG) emissions from npahiceat and hot water supply systems in

Kazakhstan,

» to lay the foundation for the sustainable develompnoéthese services taking into account local as
well as global environmental considerations, and

* to gain experience, build the capacity and createntives for the implementation of new
institutional and financing mechanisms for leveragfinancing for the improvement of energy
efficiency of the heat and hot water supply sysiarkazakhstan

Designed project components include:
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i) strengthening the legal, regulatory and institildramework to promote energy efficiency of the
heat and hot water supply services in Kazakhstan;

ii) enhancing the awareness and building the localcitgda implement and adopt new institutional
and financing mechanisms for organizing energyieffit heat and hot water supply services and
leveraging financing for them; and

iii) compiling, analyzing and disseminating the proggieriences and lessons learnt and initiating their
effective replication in Kazakhstan and in othenrdnies of the region.

3.4Main stakeholders

The project implementing agency is UNDP Kazakhstan.

AREM, the Agency of the Republic of Kazakhstan agBation of Natural Monopolies, has been assigned
to serve as an implementing partner/executing agsimce the beginning of the project implementation
period.

After the Mid-Term Evaluation of the project in H)0the newly created Agency of the Republic of
Kazakhstan on Construction and Housing and Murnlicifpdrastructure ArenrcrBo PK mo nenam
CTPOMTENILCTBA M XKIJIMIIHO-KOMMYHAIBHOTO Xo3siicTBa) has been appointed to serve as an Executing
Agency and replaced AREM.

The reason for the change of the implementing parecuting agency was twofold:

First, it was the changed focus of the projectrdfte Kokshetau pilot project failed from supplgeipilot to
more demand-side or building level DH energy eéficy measures, and AREM responsibility is utilities
tariff regulation only.

Second, it was creation of the new Agency of thpuRéc of Kazakhstan on Construction and Housing an
Municipal Infrastructure which has responsibilitiegactly in the project focus — municipal and hogsi
infrastructure, including municipal district heain

Main project stakeholders identified in the Projddbcument to be actively involved in project
implementation include:

» Ministry of Energy and Mineral Resources (MEMR)

» Agency of the Republic of Kazakhstan on RegulatidrNatural Monopolies (AREM), formerly
Republic Antimonopoly Agency

* municipal Antimonopoly Committees

» Ministry of Natural Resources and Environmentalt€ction

* Ministry of Economy

* Ministry of Finance

* Municipal administrations — Akimats (Akimat of Alryecity, Akimat of Kokshetau city)

* Local/municipal district heating companies (KokstuiePower)
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» Associations of Apartment Owners

» Expert institutions (Kazakhstan Institute of Envingent Monitoring, KazNIPlenergo j.s.c. design
institute, Santechproject j.s.c.)

* NGOs — Society of Consumers’ Rights Protection

» Commercial private sector companies, technologyleens

3.5 Results expected

The project document designed activities to:

(i) assistthe Government in reviewing and improvirglégal and regulatory framework dealing with
the heat and hot water supply sector, with a sigesiphasis on the tariff issues and
consumption based billing to motivate energy edfadly;

(i) build the capacity of the municipalities and hegidy companies to develop and manage their
services on a commercial basis and to attract ¢ingrfor the investments needed;

(iii) build the capacity of the local tenants and homaewvassociations to manage the heat and hot water
supply services and to implement cost -efficiergrgy saving measures at the building level in
general;

(iv) introduce new institutional and financing mecharssor energy efficiency project implementation
and financing, taking into account the experierarelessons learnt, for instance, from Energy
Service Companies (ESCOs) and financing of resialdmtilding EE measures in other
countries;

(v) build the capacity for and gain experience about imstitutional and financing arrangements and
reducing the related risks and uncertainties bijiti@ing the implementation of selected pilot
activities, and

(vi) monitor, evaluate and disseminate project resulislessons learnt thereby facilitating their effieet
replication.

Expected project results as described in the RrBjecument included:
* Implemented pilot projects in Almaty and Kokshetéth annual savings of 30 000 tons of LO

» Additional new projects with investment of 10 migD initiated for implementation with 10
partners (municipalities, heat utilities)

» Adoption and enforcement of new legislation anditatipns, including improved tariff and billing
policies (shift from flat fee to consumption bagsiting), related social support scheme, heata@ect
planning, revised technical standards, strengtlgeoiMAOs

* Model master plans for Almaty and Kokshetau devetbp
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* Municipal ESCo in Almaty established and staffrieal
» GHG monitoring and verification protocols developed

» Information dissemination, awareness raising apacity building and trainings activities delivered
to AAOs, municipalities and utility staff

Two key CQ saving components of the whole UNDP project ha@nlthe two large-scale pilot projects in
Kokshetau (with estimated annual savings of 28t&@) and in Almaty (planned 3 350 tG®aved
annually).

The Project Document assumed the pilot projectakdketau will focus primarily on modernization bét

DH supply side (including replacement of worn-ou Betworks with preinsulated pipes, hydraulic
balancing of the system, installation of new doigstt water units at the building level, and repig DH
pumps) and some building level measures (consumpased metering, heat exchangers and building leve
heat controls).

Pilot project in Almaty envisaged establishmenaohunicipal ESCo to implement building level metgri
(and some building level heat controls) on the-gitgle scale.

The proposed technical specifications of thesepilads have been described in the Project Docuniére.
LogFrame target of 30 000 tG®avings annually from pilot projects remained @mded even after
revision of the LogFrame after an Inception Repdrén it was already clear that the pilot project in
Kokshetau will not be implemented. From the revisegFrame, however, it is not clear how these g/in
should have been achieved.

Expected project results — project Outputs — asifipd in the project LogFrame have been revigecet
during project implementation period, after thedption Report and after the Mid-Term Evaluation.

During the inception period the expected projeetsiits have been reviewed and the wording of projec
Outputs has been slightly updated, project Outcaeresined unchanged. The changes introduced héer t
Inception Report are minor. Main change was th&aogment of the Kokshetau pilot site (and modelteras
plan) to Astana (however without any further dejaibecause of financial problems of the utility in
Kokshetau, and on the other hand interest andadtaifinancing in quickly developing Astana, thevne
country capital.

After Mid-Term Evaluation the LogFrame has beenngeal more thoroughly, however these changes
concern primarily the format of the LogFrame, ratti@n the focus of the project. The number of Otgp
has been reduced, and individual project activiiesreflected in rather detailed specificatiomomerous
indicators and targets practically on a projecivagtlevel. Overview of final revised project Oui{s as of
December 2009 (after MTE) is shown in Chap@ftyba! Nenalezen zdroj odkai. Chyba! Nenalezen
zdroj odkaza.. All individual Indicators and specific Targetsdaactual achievements are discussed in
Chapter 0 with a total UNDP/GEF direct investmsmpport of 0.369 mil USD. One pilot project hasrbee
implemented in a residential building in Almaty, Astana 9 projects in residential buildings andn2 i
schools, and 5 pilot ESCo projects in Karagandasidential buildings. Pilot projects generatetbital 738
tons of CQ savings per year, of which 655 tg@ear in residential buildings and 123 t&y@ar in public
facilities. Additional 3 636 tC@year have been generated by energy efficiencyept®jinitiated by the
project and implemented and financed directly bynitipalities with a technical and information suppo
from the project.
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The primary goal of pilot projects was twofold: disseminate basic energy efficiency DH technology
(building level heat substations with heat exchamgad heat flow regulation), building level heatering,
and building level domestic hot water heating, amainly to demonstrate three different new financing
schemes based on local (building/AAO level) revadviprinciple when heat cost cash savings are
accumulated and used for financing of subsequesrggrefficiency improvements (balancing of heatflo

in building level piping, insulation of piping anothers) and for replication of EE measures in other
buildings of respective AAOs.

Although the pilot projects financed directly byetproject are rather small and the generated GhiBgsa
are rather marginal and just a fraction of thegeditarget, the savings generated by the investineentthe
National Program on Modernization of Housing andniipal Infrastructure of 30-40 000 tG©an fully be
attributed to the project, because without itsrigation the Program would not have the energyiefficy
component that accounts for 40% of the Programdipgs.

The project has developed a feasibility study efrtiodernization of the Kustanai DH utility (replant of

old natural gas CHP and HOBs with new combinedec@HP and efficient burners in HOBS) that generates
sufficient income to repay 90 mil USD investmentheut a need to increase current heat tariffs avdss
260 000 tCQ@annually.

More than 700 AAOSs, 12 DH utilities, 25 local mupiglities, and 5 000 energy customers have bearetta
in energy efficiency in district heating, summeudst have and training for ESCos in regions havenbee
organized, and an establishment of network of gnefficiency experts in multiapartment buildingsvha
been supported.

3.5.1 Results expected as of ProDoc, Inception Report aradfinal revision after MTE

Overview of project Outputs as originally specifiadhe ProDac, revised by the Inception Reportl tre
final revision as of a revised LogFrame in Decenf#ti}9 after the Mid-Term Evaluation of the projest,
shown bellow.

Project Goal: Reduce GHG emissions from district hating sector in Kazakhstan

Project Objective: To remove barriersto energy efficiency in municipal heat and hot water supply systems
in Kazakhstan and to lay the foundation for the sustainable devel opment of these services taking into
account local aswell as global environmental considerations

Outcome 1: A supportive legal and regulatory frarodwin place to promote and provide incentivestfa
improvement of the energy efficiency of the hedthant water supply services in Kazakhstan, inclgdas
applicable, specific incentive and other mechanigencourage the effective implementation and
enforcement of the adopted laws and regulationthékey stakeholders.

Output ProDoc Inception Report MTE

11 A proposal for the revised tariff | A proposal for improved tariff and billing Proposals to improvement of
and billing policy, reflecting the | policy submitted for Government approval, | regulatory and legal framewor
full costs of the service and addressing: heat metering and consumption to provide incentives and
incorporating incentives for based billing; reduction of non-payments andconditions for investment
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energy efficiency improvements,| further development of the related social leverage into EE of municipal
submitted for Government support scheme to support the most heat supply have been
approval. vulnerable group of the population; and othpdeveloped based on experience
barriers hampering the introduction of new | of EE projects preparation and
institutional and financing models for implementation and approved
improving the energy efficiency of heating | by the Government.
and hot water supply.

1.2 A proposal for the legal and Reviewed master plans of Almaty and Astan&ocial relief scheme to support
regulatory provisions to promote| and their recommended amendments adoptdtie vulnerable population
sustainable development of the | by the respective municipal authorities to | group at implementation of EE
heat and hot water supply servicepromote energy efficiency and further projects with application of
based on integrated resource increase in the use of co-generated heat (othevolving financing mechanism
planning principles, including a | cities as they may emerge during the in the residential sector was
program for increasing the sharg implementation and depending on the developed and approved by the
cogeneration. available project resources). Government

1.3 Specific provisions and concrete incentives tislonitoring mechanism for

promote energy efficiency and increasing usexecution and impact of RLA

of cogenerated heat adopted into the plannednd other regulations to EE

new Heat Law and other related amendmentpolicy promotion (rules, etc.)

of the legal and regulatory framework. was developed and approved
by key stakeholders and
activated

14 A proposal for revising outdated| A proposal for the revision of outdated
technical standards submitted fof technical standards for the design and
Government approval. installation of heating systems submitted fo

Government approval

15 A proposal for the legal and A proposal for the legal and regulatory
regulatory changes to strengthen changes to strengthen the role of the
the role of the Associations of | Associations of Apartment Owners (AAOS)

Apartment Owners (AAOS) in in managing the building and the associated
managing the building and the | heat and hot water supply services submitted
associated heat and hot water | for Government approval

supply services submitted for

Government approval

1.6 A mechanism for monitoring the

implementation and impact of the adopted
laws and regulations developed and agreed
with the key stakeholders

1.7 Trained key stakeholders contributing to the

effective implementation and enforcement of
the adopted policy measures including, as
applicable, specific incentives contributing
towards the same goal.

Outcome 2: New institutional and financial modetre@venforced to leverage the financing into EE &nd
enhance the capacity of local stakeholders foiherimplementation and replication

Output

ProDoc

Inception Report

MTE

2.1 A public awareness raising/marketing and
capacity building strategy to promote the
project objectives and activities among the
residents of the multiapartment buildings

within the areas of the first pilot projects.)

Finalized public awareness
raising/marketing and capacity
building strategy for the areas of the
first investment projects.

Regional Energy Saving Plans
for Astana (1st stage (2009-
2010) and 2d stage (2011-

2014) have been developed
and are under implementation

2.2 Initial public awareness raising and Initial awareness raising of the key | ESCO in Almaty and\or other|
marketing activities completed public authorities and foreseen clientsegions have been established
of the first investment projects and successfully operated
completed
The buildings and Associations of Apartmegnt
Owners participating in the first pilot projects
selected and trained
2.3 Business plans finalized for the first pilot | Business plans for the planned new| Energy effective Associations

projects and their key staff, participating he
supply companies, relevant Government
agencies and other key stakeholders traing

aEE financing mechanisms in Almaty|
and Astana adopted and the require
dagreements for their establishment

of Apartment Owners

o
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including, as applicable, partnerships with
already operating ESCOs and heat supply

companies in other countries.

and effective operation signed

2.4

(as applicable) and/or the
management and operationa
personnel of the buildings ho

The staff of the new financing
entitities and other key stakeholders,
incl. relevant public authorities,

participating heat supply companies

first investment projects trained

|
sting th

D

2.5

The first pilot projects successfully under
implementation, including the establishmer

and operation of the municipal ES

Almaty and training of its management

tthrough the new financing
Coin

sustainability

The first investment projects finance

mechanisms successfully under
implementation, demonstrating

o

Outcome 3Collection, analysis and dissemination of projezdults and lessons learned of the project,
including the monitoring of GHG emissions, for #iective replication in Kazakhstan and other CIS
countries/municipalities with a comparable situatio

Removingibes to energy efficiency in municipal heat and

D

Output| ProDoc Inception Report MTE

3.1 A system for monitoring/recording A system for monitoring/ recording the Monitoring/recording system for
the GHG emission reductions of | GHG emission reductions of the first | reduction of GHG emissions in the
the first pilot projects and the investment projects and the project ag dirst pilot projects and in the project
project as a whole whole on the whole

3.2 Analyses of the experiences and | Analysis of the experiences and lessons
lessons learnt under the project apdearnt from the project and
recommendations for their recommendations for their effective
effective replication follow-up

3.3 Training and other capacity The required training and other capacjtyiraining and other capacity building
building activities completed for | building activities for facilitating activities on management provided f
the management and, as applicableffective replication of the project operating staff of municipalities and
operating personnel of other activities completed, including, as heat supply companies, including, as
municipalities and heat supply applicable, establishment of an applicable, the establishment of an
companies, including, as information exchange network information exchange network
applicable, establishment of an
information exchange network

3.4 Project overall results, experiencesProject overall results, experiences andConsultations provided on
and lessons learnt discussed and| lessons learnt discussed and dissemination of EE experience, incl|
disseminated at the national and | disseminated at the national and the enforcement of developed
regional levels regional level institutional and financial models in

other cities and regions with aim of
finance leverage
3.5 Consultations for replicating the | Consultations for replicating the proje¢tAnalyses of project experience,

project experiences in other cities
or city districts and leveraging
financing for that completed

experiences in other cities or city
districts and leveraging financing for
that completed

lessons learnt, results and
recommendations for their effective
replication and dissemination at
national and regional levels
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4. Findings

4.1Project design and formulation
4.1.1 Project relevance and implementation approach

The project design is consistent with the objectioé the GEF Operational Program # 5 “Removal of
Barriers to Energy Efficiency and Energy Consenrdtiand with the GEF strategic priority CC2 “Inased
Access to Local Sources of Financing for Renewkblergy and Energy Efficiency”.

During the nine-year long project development ph#sat included the PDF-A and PDF-B component, a
detailed analysis of country specific problems badiers in municipal district heating has beenetigyed,
including analysis of best international practiaaed feasibility analysis of four potential pilotojects.

This comprehensive analysis has been properly gosmesl into the project proposal that appropriately
addressed key problems and proposed adequate tprajtigities, including improvement of legal
framework, tariff and billing policies and practgestrengthening capacities of local AAOs, dema@iisin

of new technical, institutional and financing sa@us in pilot projects, and disseminating expergzhgained

— as described in the project LogFrame.

The proposed utility pilot project in Kokshetau fieed primarily on technical solutions and cost-fiene
calculations, but did not properly evaluated asged business risks and financial viability of Kekshetau
power utility iteself. The utility invested 1.6 milSD between 2001 and 2003 already and Kokshetau
Akimat another 1.49 mil USD on the rehabilitatioh @H networks and domestic hot water supply in
Kokshetau. However, the DH utility in Kokshetau wgenerating financial losses due to tariffs regadat
bellow the full cost recovery level. This, togethéth a lengthy process of GEF project developraad
approval phase, lead to a situation when alreadieatime of Project Document signature it was entd
that the second phase of the DH rehabilitationgmtojn Kokshetau will not be implemented as the key
UNDP/GEF pilot, because the utility in Kokshetaws limnkrupted in the meantime. And at this timedsw
not clear how the estimated €®avings from this pilot project, that counted 5% of planned C©
savings from the whole GEF project, should be actde

The Project Document properly evaluated as the mialn of the whole GEF project potential fail in
implementation of the pilot projects and as a ratfign measure it relied on the written commitmeithe
Akimat of Kokshetau and the DH utility “Kokshetaower” to provide co-financing of 2.96 mil USD fdre
second phase of their project between 2004 and @6@ér attached to the ProDoc dated April 15,400
However, the ProDoc was not signed until Deceml®®62 and thus for the actual project implementation
period starting in 2007 there was actually no effeaccommitment from Kokshetau to provide co-finisugc

At the launch of the project development phase Gbeernment and Parliament of Republic of Kazakhsta
have already adopted some of the critical documtrds supported energy efficiency improvements in
municipal housing district heating. Kazakhstan teied the UNFCCC on May 17, 1995, in 1997 a new
Law on Energy Savings has been approved, togetiter National Energy Saving Program. All these
documents, including UNFCCC Initial National Comriaation of Kazakhstan, called for higher energy
efficiency in district heating. However the legistm was rather declaratory with limited practicapact in
that time.

During the project development phase only a congoyl®uilding level district heat metering for new
multiapartment buildings, but only voluntary buildilevel metering in existing facilities have beequired
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by the legislation, and only some 10% of buildihgsl building level metering installed at the begigrof
project implementation.

The project perfectly fitted into the unique timpportunity window when governmental and municipal
policy makers started to recognize the need forggnefficiency improvements of local district hewgi
schemes, some investment projects have been aliegugmented (Kokshetau for example), and in the
same time Kazakhstan as a relatively rich oil and gxporting country has been generating relatively
sufficient funds to co-finance some of energy éfficy measures.

Project relevance artiming is ratedHighly Satisfactory.

Implementation approach in the project formulatiand specifically the proposal of the supply-sidetp
project in Kokshetau that did not take into accoasgociated business risks and financial viabditghe
local DH utility, together with thdengthy period of the GEF project approval procekat caused that
commitment for co-financing expired before actualjgct start, is ratednsatisfactory.

Overall rating of project relevance, implementatapproach in the project formulation is rated beeaof
this expired co-financing commitmeltoderately Satisfactory.

Highly Satisfactory Moderately Moderately Unsatisfactory Highly
Satisfactory Satisfactory Unsatisfactory Unsatisfactory
MS

4.1.2 Analysis of logical framework (project logic/stratagy, indicators)

The logical framework matrix specified in the Paj®ocument and revised after the Inception Reaod
Mid-Term Evaluation is well structured, specifie®jpct outcomes, outputs and output indicatorse lees
targets, source of verification and assumptions.

The final LogFrame updated after MTE includes atsdsed indicators and targets for the project cibje
which are practically summary of targets of indivadi project outcomes and outputs.

The LogFrame specifies in detail targets for th€&Pilot project in Almaty. The targets for the etlpilot
in Kokshetau that was designed to generate 95%opéq CQ savings are not described in similar detail in
the LogFrame.

In other words this means that the LogFrame deseribe overall project objective target in terms<C@h
reductions (30 000 tons G@ear) and financing leveraged (6.4 mil USD), the t.ogFrame is not backed
up with a clear strategy how these savings anddimg leverage should be achieved after the eneibag
pilot project in Kokshetau failed. The final LogFra specifies a target of G@avings from pilot projects
(mainly at building level) to be 5 000 (or 4 500n$ CQ/year, and the remaining GHG reduction target of
25 000 tons C@year are attributed to co-financing without anyaileand clear strategy how to achieve it.

It is fully appropriate that a LogFrame includedyokey general objective/output level targets. Hoere
these targets should be backed up by a cleargjrhtav to reach such targets.

The fail of Kokshetau pilot left the project in ZD@ith a significant uncertainty and risk if andwhthe
project objective target of 30 000 tons B@ar will be achieved.

The LogFrame revised in 2009 after MTE introducetuenber of detailed, activity specific indicatorsgda
targets, and outcome indicators were defined bisiaa a summary of these individual activity tasge
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Ideally, the GEF LogFrame matrix should specify I{8rkey general project objectives, outcomes and
outputs indicators and targets. However, the Logierahould be supplemented with a clear implememtati
strategy and a work plan for the whole projectgemvith specification of individual project actiigs, their
indicators and time-bound targets and milestoness@& detailed individual project activity targetagh as
“identification of target groups” etc) do not needbe included into the LogFrame matrix, but in wein
project work plans.

Rating of the Logical Framework &atisfactory.

Highly Satisfactory Moderately Moderately Unsatisfactory Highly
Satisfactory Satisfactory | Unsatisfactory Unsatisfactory
S MS

4.1.3 Assumptions and risks

The Project Document properly analyzed and fornedlgiroject implementation risks and key assumptions
for risk mitigation and successful project impleradion.

Key project risks identified include:

» Pilot projects will not be implemented by projeatrtmers in the projected scale

» Tariff setting policy will not allow to recover futosts of DH operation and modernization

* Weak financial performance of DH utilities

* Low financial solvency of population

e Lack of experience and tradition in collective mgaraent of multiapartment buildings by apartment
owners

« Inability to attract capital for financing of folla-up activities and replication

» Lack of governmental action to adopt legal, regulatand institutional framework supporting
investment to energy efficiency

Project risks mitigation measures and key successnaptions included close cooperation with andvacti
involvement of Antimonopoly Agency, financial stélodders, governmental agencies, targeted public
awareness, trainings and education of building mearsaand apartment owners, development of a social
support scheme for low-income households togethgh wariff reform, development of affordable
investment projects, parallel implementation of ttexhnical assistance component of the project,
agreements with key pilot project partners, utiligi relevant experience from other countries, prope
planning of project activities and most importargkflled and experienced project management.

The risk of potential bankruptcy of the Kokshetatd Mitility and the risk of expiration of written
commitment to provide co-financing for the Kokshepaoject due to lengthy period between submission
ProDoc and signature and actual start of the prbj@ee not been addressed in the ProDoc.

4.1.4 Lessons from other relevant projects incorporatednto project implementation

This project was among the first UNDP/GEF projdotaised on energy efficiency in district heating
(together with the project in Ukraine “Removing Bars to Greenhouse Gas Emissions Mitigation thihoug
Energy Efficiency in the District Heating Systenppaoved in 2000, and the project in Armenia “Impnay
the Energy Efficiency of Municipal Heating and Higater Supply” signed early in 2005). During the
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project design phase there was no relevant logaréence available in the Central Asia on DH
rehabilitation programs (except for few small-sdaté rehabilitation projects like in Kokshetau), hewer
the project development team collected informasind experience on DH modernization available from
other countries with former centrally planned ecuoies in Central and Eastern Europe, including Uieai
and especially in Poland and Baltic countries.

The project designed focused correctly on improvenoeé legislation and regulatory framework, inclugli
tariff setting policy, capacity building of AAOsnstallation of heat metering and buildings levehathe
regulation and properly reflected the internatibnbést practices.

The lessons learned incorporated into project implgtation are rateidighly Satisfactory.

Highly Satisfactory Moderately Moderately Unsatisfactory Highly
Satisfactory Satisfactory | Unsatisfactory Unsatisfactory
HS

4.1.5 Planned stakeholder participation

As described in Chapter 3.4, the Project Documdanred following local stakeholders will actively
participate in project implementation:

Project implementing partner/executing agency vessgihed to be

* AREM, the Agency of the Republic of Kazakhstan ag&ation of Natural Monopolies, formerly
Republic Antimonopoly Agency

Other planned project partners included:

e municipal Antimonopoly Committees

e Ministry of Energy and Mineral Resources (MEMR)

* Ministry of Natural Resources and Environmentalt&ton

e Ministry of Economy

e Ministry of Finance

¢ Municipal administrations — Akimats (Akimat of Alityacity, Akimat of Kokshetau city)

* Local/municipal district heating companies (KokstuwePower)

e Associations of Apartment Owners

e Expert institutions (Kazakhstan Institute of Enwvineent Monitoring, KazNIPlenergo j.s.c. design
institute, Santechproject j.s.c.)

* NGOs — Society of Consumers’ Rights Protection

« Commercial private sector companies, technologyléens

The project planned to work closely with key relevgovernmental ministries and agencies, municipal
administrations, Associations of Apartment Ownexgert institutions, and NGOs.

Stakeholder participation in the design phasetedidighly Satisfactory.

Highly Satisfactory Moderately Moderately Unsatisfactory Highly
Satisfactory Satisfactory | Unsatisfactory Unsatisfactory
HS
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4.1.6 Replication approach and sustainability strategy

The sustainability strategy was built on experieinom other GEF and non-GEF projects implemented in
countries with formerly planned economies that stebthat'stand-alone technical assistance, capacity
building and training nor demonstration projectsdnced mainly by grants are leveraging significant
additional financial resources for EE investmenfitgiathe project has endedés stated in the ProDoc.

In order to secure sustainability of the projeog tdlesigned project focused ‘dimking technical assistance
with pilot investments that do not seek to dematesthe achieved energy savings of any particular
technology per se, but the feasibility of the nestiiutional and financing mechanisms in termshef¢ost
recovery of the investments made and financiallyasnable continuation of their operation”

In addition to this, the project aimed to promogatmetering and consumption-based billing, refprizing
policies to recover full costs, and to work withv@nment and municipalities to redirect DH subsidie
support of energy efficiency investment.

Replication approach as described in the ProDocbaaed on:

» Technical assistance, awareness rising activitidsdrainings

» Potential establishment of network of municipaéitier information and experience dissemination

« Implementation of pilot projects to gain hands-gpegience in appropriate service delivery models
to reduce replication risks

* Monitoring and evaluation of project implementatamd results and disseminating lessons learned

» Public awareness rising and information dissenomati

The replication potential was derived from the thett more than 50% of population is supplied Istratit
heating in Kazakhstan, and the Governmental Ensegyor Development Program up to 2015 envisages
further grow of district heating in cities.

The project aimed not only to replicate the progagterience nationally in Kazakhstan, but inteorally
among other CIS countries as well, and to makeeptogsults available to interested parties froneot
countries as well.

Replication approach and sustainability strategy been prepared very thoroughly and is rdteghly
Satisfactory.

Highly Satisfactory Moderately Moderately Unsatisfactory Highly
Satisfactory Satisfactory | Unsatisfactory Unsatisfactory
HS

4.1.7 UNDP comparative advantage

UNDP had an experience, administrative capacity expertise to develop and implement GEF financed
energy efficiency project, it is a neutral implerieg agency and can benefit from the synergy offplo
of energy efficiency projects under implementaiiman environmental governance focus area.

Already during the PDF-A and PDF-B project develeptimphases UNDP CO Kazakhstan has involved
experienced local experts with a detailed undedstgnof problems and barriers of local district tireg
schemes, as well as with good understanding ofniat®nal best practices in municipal district fregand
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hot water supply modernization. Local experts wdrkea team with international expert experiencethb
in UNDP/GEF procedures as well as energy efficieamay district heating rehabilitation issues.

The lengthy nine-year process of project develogrhed one positive impact: already during the mtoje
development phase the UNDP team has worked cleg#tylocal governmental and municipal authorities,
analyzed and proposed feasible solutions and héied to understand importance of energy efficiency

UNDP had a long-term presence in a country anditiirahe project implementation it gained reputatibn
not only skilled project administrators but alsdllell experts with detailed knowledge of local netrland
problems.

UNDP comparative advantage is ratéidhly Satisfactory.

Highly Satisfactory Moderately Moderately Unsatisfactory Highly
Satisfactory Satisfactory | Unsatisfactory Unsatisfactory
HS

4.1.8 Linkages between the project and other interventioa within the sector

The project idea was locally generated and reactecdbnly on needs to rehabilitate local districatireg
schemes but also on first activities of the Govenithat slowly started to recognize the importaote
energy efficiency.

The Government has adopted in 1996 the Nationatgyn®aving Program, and in 1997 a new Law on
Energy Savings, and has required heat meter iatitedlin newly built buildings supplied by districeating,
including new residential multiapartment buildingtowever, neither the Program nor the Law generated
expected results, because they remained to bea gebkaratory only.

During the project development phase some moddimizaf district heating has been started alre&aoly,
example in Kokshetau between 2001 and 2003 the idautility has spent 1.6 mil USD on DH network
modernization and Akimat of Kokshetau another Tl9USD.

The project design draw upon conclusions from USAlDject in Atyray that promoted heat metering and
improved control of heat and hot water consumptenmd which showed that shift to consumption based
billing can significantly increase DH costs for lemcome population living in buildings with worskan
average energy performance.

EBRD has provided support to Antimonopoly Committeémprove tariff regulation and motivate utilgie
to invest into energy efficiency improvements. Negislation has been drafted, however not adopted.

Government of Norway financed since 2002 a prog@inain energy auditors and to prepare technicdl a
financial proposals for improving energy efficierinybuildings.

UNECE established a small revolving fund to finarexergy efficiency improvements in municipal
buildings.

The proposed project was designed to build on épez and activities of other projects implemerited
Kzakhstan.

Linkages between the project and other intervestieithin the sector are ratétighly Satisfactory.
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Highly Satisfactory Moderately Moderately Unsatisfactory Highly
Satisfactory Satisfactory | Unsatisfactory Unsatisfactory
HS

4.1.9 Management arrangements
Project Document envisaged that project managewiérnclude:

« National executing agency (AREM) that will appoidational Project Director and a head of a
Steering Committee

¢ Implementing agency - UNDP CO Kazakhstan

* Project Steering Committee representing key projetakeholders (ministries, AREM,
municipalities, AAOs, private sector and researngtiiutions)

* Project Implementation Unit — including a Projecamger, International Technical Advisor and
local support staff

* The Almaty pilot project was expected to be implated by a newly created municipal ESCo

* In Kokshetau the beneficiary was planned to beAkenat/municipality, the Kokshetau district
heating company was planned to be responsibleilfiirgroject implementation in cooperation with
the PIU.

Until 2009 members of the Steering Committee inetiid
» Head of Steering Committee (Mr. Osmanov M. M./Mm&ulov K. M., deputy director, AREM)

* AREM

« Agency of RK on Construction and Housing and Mywatinfrastructure
¢ Akimat Almaty

e Ministry of Energy and Mineral Resources (MEMR)
e Ministry of Environmental Protection

e Ministry of Economy and Budget Planning

* Association for Consumers’ Rights Protection

« KazNIIEk institute

e ‘“Energosberezhenie” company

« UNDPCO

« PIU

Since 2010 the Steering Committee consisted amsmbers representing Executing Agency, Implementing
Agency and four other governmental agencies:

* Mr. Maslov V. K., Agency of RK on Construction arkdbusing and Municipal Infrastructure/
Ministry of Regional Development

e Ms. Paniklova E., UNDP, Deputy Resident Represimtat

e Mr. Amreev G. M., Ministry of Industry and New Tauatlogies

e Ms. Sospanova A. S., Ministry of Environmental Bobion

* Ms. Saduova B. S., AREM — Agency on Regulation afudal Monopolies

* Mr. Kurtaev A. A., Ministry of Economic Developmeand Trade/Ministry of Economy and Budget
Planning
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The Steering Committee approved on itsreeting on January 18, 2010 creation of an Adyi®ward
consisting of experts representing:

* Kazakh Scientific Research Institute for Environtremd Climate

* Akimat of Astana city, Department of energy and roypal infrastructure
« Kazakhstan Center for Modernization and Developroéitousing and Municipal Infrastructure
* Almaty Consumers Right Protection Association

« Astana Consumers Right Protection Association

« Union of Housing Associations in Almaty

« “Ergonomika” company

¢«  “EnKom-ST” company

« “AstanaTeploTranzit” Astana heat distribution compa

« “Astanaenergosbyt” — heat supply utility

* “AstanaEnergoService”

* “Almatinskie Teplovye Seti” - Almaty heat distribab company

e Akimat of Almaty city

e Akimat of Karaganda city

The role of an Advisory Board was to support prbjeaplementation and provide expert advice and
guidance to project management team.

The management arrangements during project impletien followed the designed structure — including
Executing Agency, Implementing Agency, Steering @uottee and the Project Implementation Unit.

In early years of the implementation period thejgmbfaced significant changes in project managémen
Deputy Director of AREM was appointed to serve asaéional Project Director. After the personal opan

in a position of a Deputy Director of AREM, the n®eputy was appointed in 2008 to act as the Nationa
Project Director as well.

The year 2009 witnessed major changes also ingingjanagement arrangements.

The original Executing Agency AREM, the Agency bétRepublic of Kazakhstan on Regulation of Natural
Monopolies was replaced by the newly establisheedngyg of the Republic of Kazakhstan on Construction
and Housing and Municipal Infrastructure. The reaswere twofold: first with the refocus of the rcy
from large DH utility pilot project towards deceaized building level projects the project workedan area
where AREM had only limited responsibilities antenmest (heat tariff policy) and second, responsigsl of
the new Agency on Construction and Housing and ®lpal Infrastructure cover fully the focus of the
whole project.

With a change of the Executing Agency, a new Ptdpgector has been appointed representing the é&\gen
on Construction and Housing and Municipal Infrastuve.

Mr. Alexander Belyi, who worked so far as a PR ekpethe project team, was appointed as the najebtr
Manager in 2009.

Since 2009, there were no other changes in thegirojanagement, and Executing Agency and positibns
National Project Director and Project Manager rerediunchanged.

The proposed and actual project management arramgenmcluded all relevant local key stakeholders a
are consistent with UNDP/GEF policies.

33



Final Evaluation — UNDP/GEF Kazakhstan: Removingibes to energy efficiency in municipal heat and

hot water supply

Management arrangements are radeéghly Satisfactory.

Highly Satisfactory Moderately Moderately Unsatisfactory Highly
Satisfactory Satisfactory | Unsatisfactory Unsatisfactory
HS
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4.2Project Implementation

4.2.1 Project implementation and adaptive management

Although the Project Document has been thoroughdpg@red during 1998-2006, already at the projest st
and during the project implementation (2006-20K&veral project activities but also some key pafts
proposed project had to be canceled and replaceoth®r activities. This was primarily due to a long
combined period of project development and impleatéon (altogether 15 years) and changing situdtion
Kazakhstan.

However, the overall focus of the project (projgotl, objective, and outcomes) remained unchanged o
the whole project period and did not have to bésesl

The most important originally planned project comgoats that were not implemented include both
originally planned pilot projects in Kokshetau ahldhaty that were supposed to generate the progeget
GHG savings of 30 000 tGfyear (Kokshetau 28 600 tG®ear and Almaty 3 350 tCfyear).

The Kokshetau pilot project was canceled at thennégg of the project already, because the localape
heat utility bankrupted. In Almaty the project intked to create together with the city of Almaty anigipal
ESCo company. Despite some delays, the projecthtegeiith Akimat worked together to prepare bussnes
plan, staffing and trainings for the ESCo compadgwever, after 2008 financial crisis the Akimat of
Almaty decided early in 2009 that they cannot pdevbromised 1 mil USD to capitalize the companyl an
the pilot project has been stopped. Within few geahen the financial situation of Almaty improvehe
city approached the project and wanted to rest@etiginal ESCo pilot project. However, at thisntdahe
project has redirected its activities to Karagamtiare it worked with Akimat and local private comgao
establish energy services and implement pilot ptsje

The project has implemented two major changesdigaificantly helped to offset GHG emission savings
from the canceled pilot projects in Kokshetau afmaty.

First, it refocused its activities from working ymarily with DH utility to working more on a buildgnlevel
DH energy efficiency improvements, and in totalbliflding level pilot projects have been implemenited
Astana, Karaganda and Almaty.

Second, thanks to its intensive cooperation withgbvernment, the project was able to substantiefiilape
the originally planned 2011-2020 National Program Mlodernization of Municipal and Housing
Infrastructure to include also energy efficiencympmnent. Originally the Program envisaged only
modernization of buildings structures like a rooffacade renovation, and installation of new pipargl
electricity wiring, etc. Due to project intervemntiobuilding level energy efficiency improvementéme
eligible and later on also mandatory (heat sulmstatiwith metering) for financing from the Prografine
updated total 2011-2020 budget of the Program8sh8.USD. Till the end of March 2013, 120 mil USD
have been allocated for modernization of 1200 mpditment buildings, of which about 40% or 48 ni[J
are estimated to have been allocated for energgief€y improvements (installation of building Iéveat
metering, installation of building level heat exnbe stations with heat controls, reconstructionoof with
new insulation, installation of new windows in lalys, and some building facade insulation).

Due to initial delays in project implementation astthnges of key pilot projects the project impletagan
period has been extended twice, by 1 year till@2D11, and by another 1.5 year till end of JuDER
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Based on the review of project achievements, tlzduation found that the project worked towards @cbj
goal, objectives and outcomes, however the prajaplementation after changes in 2009 was flexible
enough to update and/or strengthen individual ptaetivities in order to reach overall project goeore
effectively.

The overall rating of implementation and adaptivenagement is ratddighly Satisfactory.

Highly Satisfactory Moderately Moderately Unsatisfactory Highly
Satisfactory Satisfactory | Unsatisfactory Unsatisfactory
HS

4.2.2 Partnerships arrangements

The project has developed a wide network of loc@keholders that were actively involved in
implementation of each of three project componenégislation, pilot projects, and information
dissemination.

A major change in actual partnership arrangemeotapared to the original project document was a
replacement of the Kokshetau Akimat as a projecthpawith Akimat of Astana and Karaganda.

The project worked closely also with all relevaolvgrnmental agencies and ministries, municipalities
other regions, associations of individual AAOsygate energy and service companies, technology uppl

The key partner of the project has been since 260@n it was established, a state-owned “Kazakhstan
Center for Modernization and Development of Housand Municipal Infrastructure”, j.s.c. that coogerh
with the project mainly but not only in informatialissemination and training activities.

The project teamed up with a private company Erguka that is dedicated to implementation of energy
efficient technologies for heating and domesticwater. With the project support the company expdrits
services to serve as an ESCo company that instadigy efficient heating technologies, organizeariting
and guarantees that investment repayment will bered from project savings.

Project stakeholders include Ministry of Environr@@rProtection of the Republic of Kazakhstan, Miryis

of Energy and Mineral Resources of the RepubliKafakhstan, Ministry of Economy and Budget Planning
of the Republic of Kazakhstan, Ministry of Econonfievelopment and Trade of the Republic of
Kazakhstan, Ministry of Industry and New Technoésgof the Republic of Kazakhstan, Akimat of Astana,
Almaty, Karaganda, AAOSs, private companies, an@icth

Partnerships arrangements established for impletientof the project with relevant stakeholdersaied
Highly Satisfactory.

Highly Satisfactory Moderately Moderately Unsatisfactory Highly
Satisfactory Satisfactory | Unsatisfactory Unsatisfactory
HS
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4.2.3 Monitoring and evaluation

The project was subject to standard UNDP/GEF requriaiect monitoring and evaluation. Updated annual
work plans, annual project progress reports andvew of project activities implemented have been

evaluated by LogFrame targets and Annual Work Pdandsapproved by the Steering Committee. Meetings
of the Steering Committee were held regularly amcevice each year.

Project reporting, including Quarterly Progress étep Project Annual Reviews and Project Implemioria
Reports have been developed regularly and submdateldNDP CO.

The project was subject to two external financiadlits in 2008 and 2009, and one internal auditdh(2
The financial audits stated the project funds Haa@n spent in principle according to the regulation

The Mid-Term Evaluation has been performed in 2009.
The final evaluation mission in Kazakhstan toolcplan April 2013, two months before the end of pobj

The project has been also subject to regular mpptiagress review meetings and practically dailgrsight
by the UNDP CO.

The Monitoring and Evaluation plan was properlyigiesd, sufficiently funded, effectively implemented
and reported in PIMS/PIRs, and after MTE with a lyeappointed Project Manager adequate adaptive
management has been implemented. APR/PIR self@ti@uratings have been consistent with MTE,
Marginally Satisfactory rating in 2009, Satisfagteating since 2010 on. The project has made clatwe
project implementation according to MTE recommeiutest, except for one recommendation to demonstrate
apartment/radiator level heat cost allocators Aedchiostatic radiator valves.

The project monitoring and evaluation is raktighly Satisfactory.

Highly Satisfactory Moderately Moderately Unsatisfactory Highly
Satisfactory Satisfactory | Unsatisfactory Unsatisfactory
HS

4.2.4 Feedback from M&E activities used for adaptive mangement

Feedbacks from regular monitoring and evaluatioproject as well as from frequent oversight frommQmN
CO have been incorporated into changes of planmejgqd activities and LogFrame mainly during the
second project implementation period after the Mifil changes in project management.

The fail of the Kokshetau pilot project was a mgosblem that jeopardized achievement of projetciets.
It took several years for the project to clearlfirdea new implementing strategy and refocus tlogept.

After the Inception Report it took another yearilumtrevised LogFrame has been prepared in Jung. 8@
still the revised LogFrame did not reflect a cletmategy how the CQOsavings originally planned to be
achieved by the Kokshetau project should be acHie&pected savings from the Almaty ESCo project
have been increased 6 times without changing @ifugect parameters.

The Mid-Term Evaluation report rated the overaltfpenance of the project at a second lowest grade
(marginally satisfactory in a four grade scale - BSMS and U).
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After the MTE the project incorporated all MTE remmendations but one into a project implementation
plan, and a management response and tracking temp&s been used to evaluate achievements of
recommendations implementation. The project didimpiement the MTE recommendation to install heat-
costs allocators and (thermostatic) radiator vaimess pilot project. The reason was that such llaian in
existing buildings would require also piping redoastion (and reconnecting radiators from seridb in
parallel), and in combination with existing lowitts the payback time in existing buildings would tbo

high at 25+ years.

Key MTE recommendations have been implemented:

« Project management has been strengthened and chéamge Executing Agency, new National
Project Director and new Project Manager have @pointed)
* Private ESCo has been involved

» Cooperation with MEMR and banks has been strengtheproject webpage updated, international
EE expert engaged

In a second phase of project implementation, thve Pject Manager supported actively by the UNDP CO
brought a new momentum and drive to project implaat#on; individual project activities have been
regularly flexibly adjusted in order to reflect pemt situation and opportunities and to strengthen
achievements of project objective.

The feedback from M&E activities used for adaptmanagement, especially in the second phase ofgproje
implementation after MTE, is ratédighly Satisfactory.

Highly Satisfactory Moderately Moderately Unsatisfactory Highly
Satisfactory Satisfactory | Unsatisfactory Unsatisfactory
HS

4.2.5 Financial planning and management

Total GEF funded project budget is 3 290 000 USibjdet Document planned for co-financing in a total
volume of 7.18 mil USD.

The original planned budget as of the project dasnins shown in Table 3.

Table 3: Project Budget as of Project Document [USD

Year 1 Year 2 Year 3 Year 4 Total
2007
2010
Outcome 1 135 000 135 000 45 000 45 000 360 000 11%
Outcome 2 190 000 1 050 000 530 000 210 000| 1 980 000 60%
Outcome 3 250 000 220 000 220 000 260 000 950 000 29%
Total 575 000 1 405 000 795 000 515 000f 3290 000 100%
17% 43% 24% 16% 100%
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Each year a new annual budget has been preparetiefanext year and submitted for approval to the
Steering Committee in the form of an Annual WorlarRIThese annual budgets as shown in AWPs are
summarized in the Table 4.

Table 4: Annual Project Budgets as of AWPs [USD]

2007 2008 2009 2010 2011 2012 2013

Outcome 1 54 400 92822| 135000 13 213 59024 221700] 170028

Outcome 2 60 000 147 843| 393600, 473633] 510148 366 152 62 136

Outcome 3| 100220 166 660 290 240 101 378 107 352] 195450 250 493

PIU 103 900 41 876 45 800 29 006
Total 214 620| 407 325| 818840 692 123| 718400 829 102| 511663
Revised 437 135 484 666/ 617 000

Note:  The total of annual budgets does not makeatia project budget because the annual projectgatsl have been updated
annually.

In 2008 and 2009 a new project Output 4 has bemsrporated that covered Energy Efficiency Framework
(EE Frm) co-financed by the British Global Opportyr-und (GOF). This activity included support thie
development of energy efficiency legal framewornk¢liding the Energy Efficiency Law, Strategy for
Development of Renewable Energy for Energy Savingdeating, analysis of international best pradtice
and organization of workshops and seminars.

Since 2010, project implementation unit costs Hae@n planned and reported as a separate budget line

Total project expenditures financed by GEF overvitele project implementation period since December
2006 till April 22, 2013 are 3 025 248SD, i.e. 92% of the total GEF budget. The remanimspent
resources as of April 22, 2013 are 264 752 USD.

The project plans to fully use these funds by thé ef June and to cover the costs of remainingeptoj
activities including the International Conferenaglchin Astana in April, last payments to subcortoes
(Ramboll, Bisam) and individual contractors (inchgifinal evaluation), development and print of fiaal
Report, remaining project staff salaries, etc.

The Table 5 shows annual project expenditures bjegr outcomes for each year of project implemeéat
period as reported in Combined Delivery Reports.

39



Final Evaluation — UNDP/GEF Kazakhstan: Removingibes to energy efficiency in municipal heat and
hot water supply

Table 5: Annual expenditures by project outcomes amyears (CDR) [USD]

2007 2008 2009 2010 2011 2012 Tilll Total | % of total
22.4.
2013
1 43613 88609 39574 15841 50141| 105521 114 654| 457 954 15%
2 55 493| 153 807| 224 712| 491 687| 264 035| 242 850 45181| 1477 764 49%
3 99 327| 149869 172 850| 139 675| 106 103| 172 022| 65442 905 288 30%
EE Frm 10 753 10753 0.4%
PIU 43 456| 47526 60872 21635 173489 5.7%
Total 198 432| 403 038| 437 136| 690 660 467 805| 581 265| 246 912| 3 025 248 100%
% 7% 13% 14% 23% 15% 19% 8% 100%
Financial planning is ratddighly Satisfactory.
Highly Satisfactory Moderately Moderately Unsatisfactory Highly
Satisfactory Satisfactory | Unsatisfactory Unsatisfactory
HS

4.2.6 Management by the UNDP Country Office

The UNDP Country Office has provided exceptionaltyive and regular support to the project managéemen
team.

Thanks to a political support and leadership ofder#t representative, Mr. Haoliang Xu, deputy resid
representative, Ms. Stelian Nedera, and a formexdH# Unit, Ms. Inkar Kadyrzhanova, the project was
able to implement changes in project managemeangements, including change of the Executing Agency

During the second phase of project implementafibs, Irina Goryunova, Portfolio Manager of the Energ
and Environment Unit of UNDP CO Kazakhstan, hasnbgectically in a daily contact with the project
management team and has actively supported prioppéémentation at meetings with key project paigner
and decision makers.

Ms. Goryunova and Mr. Stanislav Kim, Head of the@MEnergy and Environment Unit, have organized
regular monthly meetings with the Project Managefiotmally review actual project progress. Mr. Kiras
provided his strategic leadership and guidance/@reamming key project barriers.

Ms. Elena Paniklova, UNDP Deputy Resident Repregieat has represented UNDP at Steering Committee
meetings.

Management by the UNDP country office, its invoharhand support to project implementation, is rated
Highly Satisfactory.
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Highly Satisfactory Moderately Moderately Unsatisfactory Highly
Satisfactory Satisfactory | Unsatisfactory Unsatisfactory
HS

4.2.7 Co-financing and in-kind contributions

Planned co-financing of 7.18 mil USD consistedhad government of the Republic of Kazakhstan in kind
support of 0.13 mil USD, and cash co-financing fretmaty municipality in the amount of 1 mil USD,
Kokshetau municipality 3.19 mil USD, and privateksbetau Power utility 2.86 mil USD.

However, Letters of Intent from Akimat (municipglitand power utility Kokshetau dated April 2004
attached to the ProDoc confirmed financing for pleeiod of 2004 till 2006 only in the amount of 2.84
USD in total (1.7 mil USD Akimat, 0.85 power utyliand suppliers loan to utility 0.41 mil USD). ¢ 8.09
mil USD less than stated in the ProDoc, and thensibment to provide such co-financing is for pertid
2006, and thus there was no commitment from Kolksh& provide co-financing for the period of actual
project implementation period starting in 2007.

The commitment of the Akimat Almaty to provide 1l diSD co-financing was not limited in time.
However, it was signed on April 30, 2004, more tBanyears before the ProDoc has been signed.

The actual committed co-financing was not 7.18W8D as stated in ProDoc, but 4.09 mil USD only.

The actual co-financing was provided in the amaidrd4.9 mil USD. Cash co-financing provided coresist
of:

e 48 mil USD from the National Program on Moderniaatof Housing and Municipal Infrastructure

e 0.117 mil USD from the British Global Opportunityrid

* 4.19 mil USD from the Government (Astana, Karaga@dg Governments and Agency of
Construction and Municipal Services) for projecpublic and residential buildings in Astana and
Karaganda, energy audits in building and energgieffcy capacity building for targets groups

» 2.27 mil USD from the private sector (private comiga) of which 1.4 mil USD for energy
efficiency equipment purchases, installation anthteaance services of energy efficiency
equipment providers; and 0.871 mil USD for the toedcapitalization of Karaganda ESCO

* 0.136 mil USD from other sources (apartment owners)

Almaty and Astana City Governments invested add#i@3.753 mil USD from designated national budget
transfers and municipal funds for replacement atihg networks and pump house retrofitting to reduc
heat losses in heat distribution networks.
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Table 6: Financial Planning Co-financing

IA own Government Other Sources (2) Total Financing Total Disbursement
Co financing Fir_1ancing (mill US$) (mill US$) (mill US$) (mill US$)
(Type/Source) (mill USS)
Planned | Actual | Planned | Actual Planned | Actual Planned | Actual Planned | Actual
- Grants 1.7 (@) 52.19 (e 1559 (h) 1.7 53.749 3.740
- Credits 0.41 (b) 0.41
- Equity 1(c) 0.85 (d)| 1.00 (f) 1.85 1.00 1.00
- In-kind 0.13 0.13 0.13 0.13 0.13
- Non-Grant
Instruments (1)
- Other
Total 2.83 52.32 1.26 2.559 4.09 54.879 54.87

(1) Non-Grants Instruments guarantees, contingent gjratt.
(2) Other multilateral agencies, bilateral developnetperation agencies, NGOs, the private sectar, etc

(&) 1.7 mil USD Kokshetau municipality
(b) 0.41 mil USD supplier loan to Kokshetau Power Wtili
(c) 1 mil USD equity to Almaty ESCo by Almaty Akimat,

(d) 0.85 mil USD equity by Kokshetau Power Utility, Z0Detters of Intent attached to ProDoc
(e) 48 mil USD National Program on Modernization, 4M®USD Astana, Karaganda governments and the Agenc

(f) 0.871 mil USD ESCo capital by private company, 6.&8] USD apartment owners own contribution
(g) Kazakhstan Center for Modernization and Developroéhtousing and Municipal Infrastructure - estimate
(h) 0.1 mil USD British Global Opportunity Fund, 1.4IriSD private companies, 0.059 mil USD GEF SGHPpitots in Astana
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4.3Results

4.3.1 Overall results and attainment of objectives

During the first phase of project implementationcs! the effective start of the project in mid 2&d7
Mid-Term Evaluation in mid 2009 the project phasgghificant problems due to cancellation of the
planned pilot project in Kokshetau and later o\imaty as well. The project did not have to change
planned project Outcomes, however its strategy @H@ savings were built upon these two large
utility rehabilitation and municipal-wide ESCo gio During this 2-year period between the Inception
Workshop and MTE, no new comprehensive strategy tooseplace the two failed pilot projects has
been developed. The project faced delays in imphatien and especially it suffered from unclear
vision and strategy how to reach projected targetisly in terms of C@savings.

After the MTE that rated project achievements waitbecond worst grade on a four grade scale, a new
Project Manager and a new Executing Agency wereiappent in 2009, and the project strategy
concerning pilot projects has been redesigned.cbhe focus of the project shifted from DH utilities
to work more closely with and develop projects orbwlding level. Under the new project
management and with active support from the UNDR @@ project succeed during its second phase
of project implementation between 2010-2013 noy daldeliver expected project results, but also to
substantially influence country policies and preesi and shift originally rather declaratory energy
efficiency legislation to practical programs andgiices with significant public budgets.

One of the major project achievements was incotjforeof energy efficiency component into the
National Program on Modernization of Housing andniMipal Infrastructure thanks to a long-term
intervention of the project team. The 2011-2020gPam has a total budget of 5.8 bil USD, of which
2.6 bil USD for 2011-2015. Energy efficiency is ajor component of the Program, about 40% of the
budget spent till 3/2013, which is 48 mil USD, hahaen spent for energy efficiency upgrades and
have generated about 30-40 000 £G@vings annually. The existing Program with appcblbudget of
2.6 bil USD till 2015 thus can generate savingahafut 0.5 mil tC@annually.

Another major achievement that is not fully refeetin the LogFrame is a truly effective support and
capacity strengthening of local state agenciesjatwi companies and AAOs. Currently there are
already a number of dedicated and enthusiastid lemidties on the market that are implementing
energy efficiency projects and that achieved thedfessionalism thanks to the expertise and support
provided by the project team. One example of tledibility gained by the UNDP project team gained
thanks to its professionalism and expertise isrdraot that the government signed with UNDP as a
kind of follow-up to this GEF project to implemeatcomplex energy efficiency program in a small
Prigorodnyi municipality nearby Astana. The Goveemtnselected UNDP as an implementing partner
not as a source of financing, because it is thee@waent of RK which finances most of the project
budget, but because UNDP has positioned itself wesllarecognized local entity that developed and
proved unique expertise in energy efficiency prbjeoplementation. This is also a proof of
sustainability of project results. The UNDP/GEF jpob significantly helped the country to adopt
energy efficiency policies and programs and denmatesd viability of local energy efficiency finantia
schemes based on a revolving principle. And cuyehiere are number of building level energy
efficiency projects implemented and financed locall
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Objective/Outcomes/Outputs | Indicator Baseline Target Achievement: Rating
Goal: Reduce GHG emissions from district heating sectdédzakhsta
Objective: To remove barriers to Status and level of Non-supportive Adoption and enforcement of the See bellow HS
energy efficiency in municipal enforcement of the proposed legal and regulatory] proposed legal and regulatory
heat and hot water supply systemiegal and regulatory changes framework for EE | changes by the end of the proje¢t
in Kazakhstan and to lay the investments of
foundation for the sustainable municipal heat
development of these services supply systems
taking into account local as well
as global environmental The status of the supported | Absence of Successful completion and GHG savings from pilot HS
considerations institutional and financing | sustainable continuation of the financially | projects: 738 tCO2/year.
models for EE in heat supply INStitutional and sustainable measures in the pilot £rom co-financing (48 mil
and reduction of their impact flna_nC|aI models_for C|_t|es by the end Of the project USD spent by the EE
. EE investments in | with annual reduction of GHG
to global climate heat supply systems emissions for 5 000 tons of component of the Program
CO2\ year; owing to co-financing ©" Modernization of Housing
— for 25 000 tons of CO2\year | and Municipal
Infrastructure): 30-40 000
tCO2/year
Agreements on the Inadequate New projects/programs initiated| National Program on HS
implementation of EE investments in and financing leveraged for themy Modernization of Housing
investments in pilot cities and €Neray efficiency | 4t the amount of at least USD 6| and Municipal Infrastructure
other city districts 400 000 by the end of the projegt2011-2020 with total budget
5.8 bil USD, of which ca
40% allocated for EE.
Already spent on EE 48 mil
usD
Outcome 1 “Legal and Number and status of Lack of incentives | The proposed legal and See bellow HS

regulatory changes”: A
supportive legal and regulatory
framework in place to promote

regulatory changes and
incentives for improvement
of energy efficiency

and provide incentives for the

and/or prohibitive
regulations for
municipalities to
invest/re-invest in

regulatory changes formally
adopted and effectively enforced
by the end of the project creatin

sufficient incentives for various
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Objective/Outcomes/Outputs | Indicator Baseline Target Achievement: Rating
improvement of the energy EE; AAOs and stakeholders (Government,
efficiency of the heat and hot residents to municipalities, AAOs, residents)
water supply services in implement EE to implement EE measures
Kazakhstan, including, as measures in heat
applicable, specific incentive anc consumption of
other mechanisms to encourage residential
the effective implementation ang buildings;
enforcement of the adopted laws government to
and regulations by the key provide conditions
stakeholders requested for EE in
municipal heat
supply
Output 1.1 Status of proposals Consumers have ng — Draft Law on Energy Approved by the Parliament| HS
(development, consulting, | sufficient incentives| Saving finalized and submitted in 1/2012
Proposals to improvement of | adoption), which include: | for energy saving to Parliament by the 3d year of
regulatory and legal framework to and heat the project;
provide incentives and conditions - New version of consumption — Proposals to the draft of HS
for investment leverage into EE | Energy Saving Law; management: main RLA to Energy Saving Methodology of Energ
— Number and status Law (in the part of creation ant Aydits ~ developed  angd

of municipal heat supply have
been developed based on
experience of EE projects

preparation and implementation
and approved by the Governme

of regulatory changes to
remove the barriers for
incentives progress and
investment leverage into
EE, among them regulator
and legal acts to Energy
Saving Law after its
adoption by the
Government of the RoK;
— Status of regulatory
documents to support the
creating ESCOs in the
regions, set of documents
providing the reflexivity of
energy saving financing
mechanism in residential

nt

payment for heat is
made mainly upon
the heat
consumption norms
yin the absence of
heat meters; AAO
have no
opportunities and
incentives to
manage the energy
saving in the
buildings; in the
municipal buildings
the lack of

operation of ESCO and EE
Funds, of energy audit issues
and stimulating mechanism,
etc.) prepared and submitted t|
the developers by the 3,5-th
year of project;

— Set of regulatory and
legal changes, stipulating for
the creation of ESCO in the
regions and/or enforcement of
revolving investments
mechanisms into EE and
creation of PPP mechanism fg
EE, developed and approved

by key stakeholders by the end

of project;

r

submitted in 4/2013

Almaty ESCo Business Plz
developed in 2008
regulation developed jointl
with  EBRD, Karagands
ESCo Business Plal
developed in 2009, fiv
financing models analyze
and recommended
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Objective/Outcomes/Outputs

Indicator

Baseline

Target

Achievement:

Rating

and municipal buildings;

— Measuring the heat
consumption based on
changes in heat calculation
methodic in the buildings,
incl. opportunities of in-
apartment metering and
regulation of heat
consumption, opportunity
to choice tariff plans by the
consumers, etc.;

- Status of state and
private partnership
mechanism for EE
objectives in heat supply;

- Status of regulatory
and legal documents for

residential multi-apartmentsto get over the

with aim to strengthen the
role of AAO and tenants in
heat consumption
management

incentives for EE is
explained with
budget financing
processes,
excluding
capitalization and
further use of
achieved saving. In
these conditions, th
consumers are not
striving to invest
their funds into EE.
The Government
and municipalities
are interested in EE|

generating capacity
deficit (especially in
the big cities), as
well in
modernization of
DHS but the funds
for this are severely|
limited; thereis a
partial subsiding of
hat supply
companies to cover
their unreasonable
costs (loss of water
etc.) instead of
purposeful transfers
for EE

— Draft of heat metering
methodic in the building with
more than one owner with
opportunity of separate heat
consumption metering prepare
and submitted for approval to
interested parties by thé gear
of the project;

— Economic justification
for changes in tariff policy of
DHS with opportunity
differentiated payment for hea
and choice of various tariff
plans by the consumer

developed and approved by the

Government by the end of
project;

- Set of RLD for enforcement
of incentives and strengthenin
of AAO role and tenants in hed
consumption management at
the building level developed by
the end of project

Heat tariff methodology
developed and approved |n
2012 with preferential tariffg

OLn buildings with metered
eat consumption

documents
submitted,

Analytical
prepared
some

adopted (higher DH price for
non-metered consumption),

and

capacity (kW) and energy
(kwh) not adopted

Draft regulatory and lega
documents  developed

[\=]

At

requires professional
companies to  maintain
common property of

multiapartment buildings

recommendations

recommended payment per

HS

"Hs
2009, a 8/2011 amendment
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Objective/Outcomes/Outputs | Indicator Baseline Target Achievement: Rating
Output 1.2. Status of social support Lack of costs - ldentification of target | In 2010 government HS
scheme (development, compensation groups and theocial approved a Directive o
Social relief scheme to support | consultation, adoption) mechanism to study completedby the | sqcial Support that allows
the vulnerable population group vulnerable people end of 2d year; | providing financial
at implement.ation of EE projects for energy saving i Spéﬁgfnss Idc()er\s;:glt(:)lgéf;lef assistance to vulnerable
Wlth appllcanon Of revqlvmg measures in the the end of 28 year; groups not only to cover
financing mechanism in the residential multi- - Separate mechanisms qfutility costs, but for energy
residential sector was developed apartments social relief approved ir efficiency investment as wel|.
and approved by the Government pilot demo projects to
the 4,5 year;

- Social scheme discussed,

agreed and approvedy key

stakeholders and beneficiaries iy

the end of project
Output 1.3. Availability of precise and Lack of data and Adequate information about thel Monitoring of implemented S

current information on impagt monitoring impact of accepted laws and pilot projects established an
Monitoring mechanism for of accepted RLA and other | mechanism for regulations is available by the endrogress report developed;
execution and impact of RLA anfyegylations (rules, etc.) for | execution and of project data for the last heatin
other regulations to EE policy | hromotion of EE policy in the impact of accepted season  being  collected
promotion (rules, etc.) was country documents (heating season was npt
developed and approved by key closed until the evaluation
stakeholders and activated mission); final report unde
development.
Outcome 2. - Number, type and | Lack of sustainable| ESCO in Almaty and\or other ESCo in Karaganda HS
status of new and functioning cities and country regions operational, 5 projects
New institutional and financial institutional and financing and established, staff recruited and | jmpjlemented
models were enforced to leverag financing models for| institutional models| trained, capitalized and at least
the financing into EE and to EE . _ for EE investment | EPC signed by the end of projed
: - everaged financin

enhance the capacity of local for EE grojects fror’rglJ Astana Municipal Energy Saving Astana Municipal Energy | g

stakeholders for further

public, private and

Plan (£'stage — 2009-2010)

Saving Plan developed and
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Objective/Outcomes/Outputs | Indicator Baseline Target Achievement: Rating
implementation and replication individual sources developed by end of the 3d year 1% phase implemented
- GHG emission and implemented in the part of
reduction from joint measures and monitoring
implementation of Astana Municipal Energy Saving
demonstration Plan (2d stage — 2011-2014)
projects developed by the end of th& 4
year, discussed and joint
measures with project arranged
- Amount of 15 pilot projects with AAOs | HS
leveraged\associated At least 4 AAO piloted demo implemented
financing for implementation projects by the 3 5year with
. . . trained staff, prepared action- ' . .
of EE Projects on pilot sites plans and financing Co-financing leveraged in
(Astana and Almaty) total 54.879 mil USD, of
Leveraged/associated financing] Which: HS
- Government —$ 1 500 000 | Government 52.32 mil USD
- Private — $ 500 000 Private 2.4 mil USD,
- Other sources - $ 2 500 000| other 0.159 mil USD
Cumulative GHG mitigation GH_G sa.vmgs from pilot U
impact from demonstration SR 7_38 tC?OZ/ year..
projects — reduction for 5 000 From co-financing (48 mil
tCO2/year by the end of project; LISDispertbylineiEE HS
due to associated financing (fron compon.ent.of Program on.
different sources) — for 25 000 Holei e o SeUEne);
CO2lyear 30-40 000 tCO2 and 3 636
tCO2/year from other
supported projects
Output 2.1 - Status of measures for Lack of Energy - Estimation of the needs
development of Energy Saving Action Plan | completed by the end of'year;
Regional Energy Saving Plans forsqying Plans, incl. EE for Astana,
Astana (' stage (2009-2010) ant measures for buildings sectg MoU signed in June 2009 | S

2d stage (2011-2014) have been
developed and are under

- Criteria for EE projects

rinadequate attention - Memorandum with Astana

to the building
sector at execution
of Energy Saving

Akimat signed by the end of 15
year;

Astana Municipal Energy
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Objective/Outcomes/Outputs | Indicator Baseline Target Achievement: Rating
implementation selection into the Plans ; | Policy, lack of - Development of RESP {1 Saving Plan 2009-2010 HS
complex approach | stage) completed by the end of | developed and approved
- Status of demo to a Municipal the 3d year; 2d stage — by the nP009, completed in 2011 with
projects\measures on EE anflgpergy Saving of the 4" year; budget of 0.13 mil USD,
reduction of GHG emissions} pjanning revised in 2012 after
. . National ESP 2012-2015 wgs
- Status and implementation adopted
of finance leveraging - Development of Training
mechanisms for EE measures Program And Modules on Guide on Regional Planning
within regional Energy Municipal Energy Saving developed and approved by| HS
Saving Plans for Astana planning developed by the end 0fine Ministry of Industry in
the 3d year and training 2012
performed within the Ayear;
thDeeerTr]l?j E))]rccijhe:lt;;;rilevr\;ltehnted by Sthavings of 146 tCO2/year in \g
. 9" and 18" school, total 289
reduction 500 ton€02/year, at .
least: tCO_2/year incl. N
' multiapartment buildings
- Energy saving mechanisms in Energy savings mechanism
municipal buildings, incl. developed HS
revolving mechanism and
capitalization of received savings
developed and approved in pilot
projects in Astana by the mid of
the 8" year;
- Program execution monitoring onitoring of results S
made, results and lessons learnt gstablished, SW and training
analyzed and based on which thefor Akimats developed, final
reports prepared by the end of | report to be developed
project
Output 2.2 - Status of legal and Lack of ESCO, - Lessons leareSCO Analytical report and HS

ESCO in Almaty and\or other
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Objective/Outcomes/Outputs | Indicator Baseline Target Achievement: Rating
regions have been established dnarganizational structure of | inadequate creation in other CIS-countries | workshops developed in 2012
successfully operated ESCO, business-plan, information and compiled and analyzed by the endby international consultant
marketing strategy; opportunities for of 2d year; . . .
ESCO Lol with Almaty signed in
- number of the trained establishment - Letter-intension signed, legal | 2008, Business Plan MS
personnel; structure of ESCO in Almaty developed, in 2009 Almaty
. developed and approved with | Withdrew, activities
- number of signed EPC and stakeholders by the end of the 3drefocused to Karaganda
leveraged investments into year;
EE; ’ ESCo created in Karaganda HS
_ o - ESCO in Aimaty and\or other | With private company
- reduction of GHG emissions cities\regions created within 4 | Ergonomika, BP developed
on heat supply sources; years. There is the ESCO
. . . business-plan and clear model of
- financial regulations of the revolving mechanism of EE
established ESCOs 9 _ Marketing strategy,
measures, information campaign
- ESCO Marketing and developed HS
Awareness Strategy developed
and enforced by the end of thi 4 ) )
year; ESCo team trained, incl.
’ international training HS
- ESCO staff employed and
trained by the end of the 45
year; 8 EPC projects signed
- At least, 3 EPC signed by the HS
end of project; 5 EPC projects implemented
HS
- pilot projects within ESCO _ annual savings 457 tCO2
implemented by the"year with U
result in reduction 4 000 tons
CO2/year, at least; ESCo services of
Ergonomika operational HS

- Established ESCO financially
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Objective/Outcomes/Outputs | Indicator Baseline Target Achievement: Rating
vital by the end of project
Output 2.3 - Assessment of the needs | AAO undertake no | - Assessment of AAO’s needs | AAO needs analyzed in 200BHS
Energy effective AAO (current awareness level EE measure®?. | completed by the end of th& 1
among the tenants and AAOsThey are debarred | year
providing the maintenance of from the heat . -
these residential buildings); | consumption - Buildings and AAOs for Pilot buildings/AAOs HS
management participation in pilot projects selected, 700 AAOs trained
- Status of EE pilot projects processes in the selected, personnel trained by the
with AAOs, irllcl.' monitoring | pyildings served by| end of the 3d year
for GHG emissions them. Tenants have. L~ o Centers for | 2 NfOrmation centers
reduction; no incentives and 9 . stablished in Astana and | HS
. consumers/AAOs established amcﬁ I
do not practice araganda, and additional
- Status of enforcement of . operate by the end of th& gear .
different EE financin cooperation centers in Kostanay and
. . . g . mechanisms to Pavlodar
mechanisms in residential .
buildings, incl. revolvin achieve the energy i
ener gsz;lvin ' mechanigsm' saving in their - Training/Awareness Program Tralr.ung program deyeloped HS
ay 9 ' | apartments for AAOs and tenants developed @nd |m.plement_ed with 500
- Training\awareness program by the end of the 3,5 year and | AAOs In all regions of RK,
for tenants and AAOs about approved by the end of thé4 | training for energy managers
the opportunities of EE in year available on a CD as well
residential buildings - pilot projects with AAOs Pilot buildings selected and
selected (end of the 2d year) angin total 15 pilots with AAOs HS
launched by the 3d year implemented
- Monitoring by the end of projeqt Monitoring established, MS

made with the result in GHG
emissions reduction at pilot siteg
in AAOs for 1000 ton£0O2/year,
at least

annual savings from pilot
projects in residential
buildings 655 tCO2

51




Objective/Outcomes/Outputs | Indicator Baseline Target Achievement: Rating
Outcome 3. - Number of agreements Lack of experience| - At least, 2 new Regional National ESP requires all HS
signed for implementation of| information, Energy Saving Plans initiated arn regions/municipalities to
Collection, analysis and new EE investments in othel institutional and supported by project during the | develop their own ESP,
dissemination of project results | cities\regions based on financial development and execution — ti| methodology developed and
and lessons learned of the proje| jnstitutional and financial mechanisms for the end of project approved by the Ministry
including the monitoring of GHG| mechanisms which were implementation of
emissions, for the effective enforced in the project EE measures in heg - 4 regional AAOs, which are noj 700+ AAOs (2000+
replication in Kazakhstan and supply of country | Pilot sites, trained and pilot dem{ narticipants) across the HS
other CIS countries/municipalitie regions projects initiated by the 45year country trained, 17 pilot
HAL] GERIEE AL S LU - Financing leveraged for - at least, 2 new EPC within project implemented
expa_1n5|0|_1 and\or _ ESCQ activities signed by the et 2 additional EPC projests HS
continuation of project of project . .
activities by the end of |mpl.e.mented .(5 in total),
project - to implement EE Projects in | @dditional 3 signed
other cities or regions, the
investments leveraged/associaty 48 Mil USD leveraged (and | HS
financing provided at least for | invested into EE) from the
amount of $1 900 000 by the | National Program on
project end Modernization of Housing
and Municipal Infrastructure
Output 3.1 Status of No Monitoring and verification Monitoring methodology HS
monitoring/recording system monitoring\recordin| protocol of GHG emissions developed, Akimat staff
Monitoring/recording system foll tor reduction of GHG g system for developed. Operational staff of | trained
reduction of GHG emissions in | gmjssions reduction of GHG | the projects trained to compile the
the first pilot projects and in the emissions requested information by the eng
project on the whole of 3,5" year .
Pilot projects GHG emission
Assessment of GHG emissions | sayings monitored, final MS

reduction as a result of project
implementation completed by th
end of project

results under development
® (heating season was closed
in April)
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Objective/Outcomes/Outputs | Indicator Baseline Target Achievement: Rating
Output 3.2 Training and other | - Number of trained | Lack of potential - Target stakeholders identified | Target groups identified HS
capacity building activities on stakeholders (staff and the | and motivation of | by the end of the®lyear
managementﬁprcfwidec_i _forl_ _ Eumber ofI municipal_ities and key stakeholders
gﬁgrﬁgggsj‘gplg Cr:rl:]g';:ﬁzs't'es eat supsrgtjso?fpames) effectively to use | - Awareness Strategy for target | awareness strategy HS
' ) roups developed by the end of i
including, as applicable, the mechanisms, incentives, etc. a”‘?' enforce the EE| 9ot P y developed and implementeq
; X , : olicy. lack of the 2d year and successfully
establishment of an information | applied by the key policy, )
exchange network stakeholders in their work | training system implemented by the end of
after the training project
- At least, 6 municipalities and/of Country wide trainings HS
. implemented (500+ AAOQs,
heat supply companies in the S
. dozens municipalities, 100
contact and trained by the end of o
. energy specialists)
project
Output 3.3. Consultations - Number of agreements / | Lack of replication | At least, three expressions of Kapchagay, Uralsk, and HS

provided on dissemination of EE
experience, incl. the enforcemen
of developed institutional and
financial models in other cities
and regions with aim of finance
leverage

expressions of interest for
trepIicating the project
activities at the national and
regional level

- Amount of the leverage
financing\associated
financing in EE

and effective
completion of
project results

interests to replicate project
activities at the national and/or
regional level received by the en
of the project. Investments
leveraged/associated financing
provided at least for $1 900 000
to implement EE measures

Atbasar expressed their
interest in EE rehabilitation.
dGovernment of RK signed a
contract with UNDP to
replicate the project in
Prigorodnyi and providesO0.7
mil USD cofinancing.

5.8 bil USD National

Program finances EE rehabs.
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Objective/Outcomes/Outputs | Indicator Baseline Target Achievement: Rating
Output 3.4 - Status of the report No compilation of | - Draft final report on project Final report under UA
analyzing the experiences aneéxperience and results, experience, lessons leanntlevelopment, scheduled to be

Analyses of project experience,

lessons learnt, results and
recommendations for their
effective replication and
dissemination at national and
regional levels

lessons learnt finalized

- Dissemination level of
project results, experience

lessons learnt, no
practical
dissemination of
experience and

and lessons learnt at national |egsons learnt

and regional levels

among the
stakeholders

with recommendations for
effective replication at the
minimum prior of 3 months till
project end

- Draft report disseminated

among the key stakeholders at t
minimum prior 2,5 months till the

project end

- Regional workshop to present

and discuss the project results
arranged

- Other informative measures
initiated and held (publications,
TV-broadcasting) by the end of
project

finalized before the end of
project

Scheduled to be disseminat
he

International conference hel
in Astana in April 2013

project activities and results

Intensive media coverage of

14

"Ua

HS

Rating: HS — Highly Satisfactory, S — Satisfactdws — Moderately Satisfactory, MU — Moderately Wigfactory, U — Unsatisfactory, HU — Highly Unsé&distory, UA — Unable to Assess

The Unsatisfactory achievement of planned,Gévings from pilot projects have been more thdseblby 30-40 000 tCOsavings generated by the

energy efficiency investments of 48 mil USD finathd®y the National Program on Modernization of Hagshind Municipal Infrastructure.

The overall rating of project results and attainhadrobjectives iHighly Satisfactory.

Highly Satisfactory Moderately| Moderately | Unsatisfactory Highly
Satisfactory Satisfactory | Unsatisfactory Unsatisfactory
HS
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The high rating or project results does not mea tie project solved all problems and barriers to
energy efficiency in Kazakhstan. The successfullémgntation of the project has been a major, but
only a first step towards more energy efficient &drstan. There are many others to follow.

The project did not demonstrate energy and finarsaaings from implementing apartment level

consumption based billing (heat costs allocatorg] eadiator level heat regulation (thermostatic
valves), as recommended by the MTE report, becaiesaluated that these measures with existing
DH tariffs would not generate sufficient financgavings to repay investment costs.

District heating tariffs are still rather low, dotrcover full costs and thus do not attract privcpital.
Investments into DH utility rehabilitation includjrenergy efficiency improvements thus rely heavily
on funding from public budgets and/or municipasitieeed to provide full guarantees for potential
loans to municipal DH utilities. However, the ndedncrease DH tariffs has been finally recognized
at the top policy level. President Nazarbayev dtgigblically on April 10, 2013 at a meeting of the
Business Council under Kazakhstan President thd teéncrease tariffs so that “people should be
motivated to improve energy efficiency” (Sourceshfix Kazakhstan News Agency).

Building level heat metering and installation oflfimng level heat substations and heat exchangers i
a responsibility of building owners (AAOs). LoweHDariffs for metered heat consumption motivate
apartment owners to install building level heat engt Currently some 15% of residential buildings
have already installed building level heat meterspme cities (Karaganda for example) already some
90%. However, the preferential tariff for meteremshsumption demotivates DH utilities to install
building level heat meters and substations therasel&nd in most countries this is a responsibiity
utilities because it saves both investment andatjperal costs.

The project has implemented and co-financed 17 ggnefficiency pilot projects with a total
UNDP/GEF direct investment support of 0.369 mil USIhe pilot project has been implemented in a
residential building in Almaty, in Astana 9 projedh residential buildings and 2 in schools, and 5
pilot ESCo projects in Karaganda in residentialdngs. Pilot projects generated in total 738 tofis
CO, savings per year, of which 655 tgg@ear in residential buildings and 123 t@y&ar in public
facilities. Additional 3 636 tC@year have been generated by energy efficiencyept®jinitiated by
the project and implemented and financed diregilyrunicipalities with a technical and information
support from the project.

The primary goal of pilot projects was twofold:dsseminate basic energy efficiency DH technology
(building level heat substations with heat exchasigad heat flow regulation), building level heat
metering, and building level domestic hot watertimga and mainly to demonstrate three different
new financing schemes based on local (building/Ala@l) revolving principle when heat cost cash
savings are accumulated and used for financingublsequent energy efficiency improvements
(balancing of heat flow in building level pipingrsulation of piping and others) and for replicatadn
EE measures in other buildings of respective AAOs.

Although the pilot projects financed directly byetproject are rather small and the generated GHG
savings are rather marginal and just a fractionthef revised target, the savings generated by the
investment from the National Program on Modern@aif Housing and Municipal Infrastructure of
30-40 000 tCQ® can fully be attributed to the project, becaustheuit its intervention the Program
would not have the energy efficiency component dtabunts for 40% of the Program spendings.

The project has developed a feasibility study of thodernization of the Kustanai DH utility
(replacement of old natural gas CHP and HOBs walv tombined-cycle CHP and efficient burners
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in HOBs) that generates sufficient income to rep@ynil USD investment without a need to increase
current heat tariffs and saves 260 000 1@nually.

More than 700 AAOs, 12 DH utilities, 25 local mupilities, and 5 000 energy customers have been
trained in energy efficiency in district heatingnamer study have and training for ESCos in regions
have been organized, and an establishment of netwianergy efficiency experts in multiapartment
buildings have been supported.

4.3.2 Relevance

The project and its goal to reduce GHG emissionsfdistrict heating in Kazakhstan are highly
relevant with GEF and UNDP priorities as well aghwgountry priorities.

The project was financed within the GEF Focal Afglanate Change and the GEF Operational
Programme OP5: Removal of barriers to energy efficy and energy conservation.

UNDP 2005 - 2009 country program supported threiomal priorities including Environmental
Management and Human Security with an energy effigy component.

The 2010 — 2015 UNDP Country Program Document aogn@y Program Action Plan reflects the
long-term development strategy of Kazakhstan GB@ and focuses on three priority areas, including
Environmental sustainability, focused on the sustaie management of natural resources; mitigation
and adaptation to climate change; and preparedoesstural and man-made disasters. Within this
umbrella UNDP CO works to promoteriergy efficiency and protection of environment

During the 15 year project development and impldaatean period (1998-2013) energy efficiency in
district heating became even more important compibaegovernmental development strategies and
policies than it was during the project developmgmse. In 2011 the government allocated 5.8 bil
USD for the National Program on Modernization ofudimg and Municipal Infrastructure with a
strong energy efficiency component, a new Law orrgy Efficiency and Energy Savings was
adopted early in 2012. Also President Nazarbayegg pecreased attention to energy efficiency in his
public speeches and he also visited the projeat gile in Karaganda in 2011.

Project relevance is ratétighly Relevant.

Relevant Not Relevant

R

4.3.3 Effectiveness and efficiency

Effectiveness of project implementation

The objective of the projetb remove barriers to energy efficiency in munitipeat and hot water
supply systems in Kazakhstan and to lay the foioddor the sustainable development of these
services taking into account local as well as globavironmental considerationgas achieved,
although not all barriers have been fully elimimayet, such as low DH tariffs. However, the project
demonstrated that even with the existing low DHffethere is a cost-effective energy efficiency
potential which — when utilized - generates cashngs that can be used for replication of energy
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efficiency measures in other buildings heated wistrict heating. The project did lay foundatioos f
sustainable replication and implementation of epeffjciency services under commercial terms, and
also with financing from public sources to achiéigher energy and GHG savings.

Rating of the project objective effectivenestlighly Satisfactory.

Highly Satisfactory Moderately| Moderately | Unsatisfactory Highly
Satisfactory Satisfactory | Unsatisfactory Unsatisfactory
HS

Cost-effectiveness/efficiency of project implementation

The 6.5 year long project spent in total 3.29 n#iJof GEF funding, on average 0.5 mil USD/year.
The project provided direct funding for co-finangiof pilot projects in the amount of 0.4 mil USD
(0.5 mil USD including all direct project developmeosts — energy audits etc).

Life-time direct project GHG emission reductions astimated to be 461 000 t&£@B0 738 tCO2/year
over a 15 year lifetime) — with the 48 mil USD isted to energy efficiency by the National Program

on Modernization of Housing and Municipal Infrastiure.

The relative costs of direct project GHG emissieductions for GEF funding of 3.29 mil USD are 7.1
USD/CO,.

Rating of the project outcome cost-effectivenefisieficy isHighly Satisfactory.

Highly Satisfactory Moderately| Moderately | Unsatisfactory Highly
Satisfactory Satisfactory | Unsatisfactory Unsatisfactory
HS S

4.3.4 Country ownership

The project idea and the project itself were dgwedb locally by local experts supported with
international consultants familiar with UNDP/GEFopedures, and it reflected the specific problems
and priority areas of Kazakhstan — high share efgnintensive DH, high energy losses, lack of heat
regulation and heat metering. Especially duringsiseond phase of project implementation the project
has established very intensive cooperation with lwmgal stakeholders, including members of
Parliament, governmental decision makers, Akimatsnunicipal governments, Associations of
Apartment Owners, private housing service compaaigsenergy and energy service suppliers. The
project has supported these stakeholders and pkyitical role in strengthening their capacity in
implementing and financing energy efficiency in tegsystem on a building level.

Project recommendations, its outcomes and outpus heen adopted into national legislation (Law
on Energy Savings), and the government approved@h#&-2020 National Program on Modernization
of Housing and Municipal Infrastructure with a BiBUSD budget.

Representatives of government and local expertitutishs have been involved in project
development, five ministries and state agencies Haeen represented in the Steering Committee,
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expert institutions, utilities, municipalities, pate companies and NGOs have been represented in th
project Advisory Board.

Country ownership is ratadighly Satisfactory.

Highly Satisfactory Moderately| Moderately | Unsatisfactory Highly
Satisfactory Satisfactory | Unsatisfactory Unsatisfactory
HS

4.3.5 Mainstreaming

The project was implemented within the UNDP 2002009 country priority Environmental
Management and Human Security, and the 2010 — 2NBP Country Program Document and
Country Program Action Plan and long-term developstrategy of Kazakhstan till 2030 priority
area Environmental sustainability.

However, project implementation supported alsodtiher interlinked development priority areas — the
Poverty reduction and monitoring and Governance garticipatory development. Energy efficiency
in DH leads not only to GHG emission reductionst blso to energy savings and heating bills
reduction. The project worked with the governmesbdo adjust existing social support scheme to
provide financial assistance to low-income houséhdior energy efficiency retrofits. Capacity
building and cooperation with governmental agenaepported quality governance of these state
agencies. The project also supported capacity dpuent and improved financial situation of
inhabitants — apartment owners organized in AAOSs.

Gender issues were not explicitly addressed by phmect, however in practice the project
implementation relied heavily on equal gender rolesluding decision makers — women were
represented both on a local level (heads of AA@s)well in the implementing agency (UNDP CO
Portfolio Manager).

4.3.1 Sustainability

Sustainability of project results even after thenieation of the originally planned pilot projedtas
been paradoxically guaranteed by the fact thdt7apilot projects are rather small-scale and their
GHG emission reductions rather low. Core projestiits do not lie in implemented pilot projects
only, but in numerous activities developed, implatad — with the support of the project — and also
already replicated by local governmental agencesyicipalities, AAOs and private companies partly
already financed by their own budgets.

In this very project the project management teairsdicceed to lay foundations for and catalyze
implementation of energy efficiency measures oniklimg level district heating.

The government has established new state ageesigsnsible for housing and municipal
infrastructure (Kazakhstan Center for Modernizatod Development of Housing and Municipal
Infrastructure), adopted new policies promotingrgnefficiency and provided jointly with

58



municipalities financing for implementing energyi@ency measures in municipal district heating
(National Program on Modernization of Housing andnid¢ipal Infrastructure). The project has
worked with and supported capacity developmentiohfe service companies, energy technology
suppliers, building maintenance companies that keapanded their business into energy efficiency
DH rehabilitation projects on a building level.

Replication of project results will face for surethe future additional challenges, however thalloc
stakeholders are qualified, skilled and enthusiagsiough to work effectively even after project
termination with locally available funding.

Financial risks, socio-political risks, instituti@nframework and governance risks and environmental
risks are rated to be negligible, and prospectaisfainability are rateldikely.

Likely Moderately Moderately Unlikely
Likely Unlikely

4.3.2 Project impact

There is a significant change in attitude in Kaztlih towards energy efficiency on a governmental as
well as local level today compared to the situatiinthe beginning of the project. For sure this
positive change cannot be attributed only to thMDP/GEF project, but through this project UNDP
has gained a reputation in Kazakhstan for its digagrieadership and professionalism as a key local
player and catalyst promoting energy efficiency.

Project initiated and promoted institutional andliggpo changes on the governmental level,
establishment and capacity strengthening of pricatepanies, AAOs and municipalities on a local
level, energy efficiency planning on a regional/meipal level, together with a secured financing for
energy efficiency retrofits in housing and municipdrastructure through the 2011-2020 5.8 bil USD
governmental Program guarantee that the projedt have sustainable long-term impact on the
economy and society in Kazakhstan.

Rating of the project impact iighly Satisfactory.

Highly Satisfactory Moderately| Moderately | Unsatisfactory Highly
Satisfactory Satisfactory | Unsatisfactory Unsatisfactory
HS
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5. Conclusions, Recommendations and Lessons Learned

The project was developed with a goal to reduce @r@sions from district heating in Kazakhstan
and with an objective to remove barriers to enaffigiency in municipal heat and hot water supply
systems in Kazakhstan and to lay foundation forstitainable development of these services taking
into account local as well global environmental sidarations.

The project was designed to work in three compaent
1. Legal and regulatory changes
2. New institutional and financial models, and
3. Lessons learned analyzed and disseminated

Key components of the project were planned to be kavge pilot projects — energy efficiency
rehabilitation of the DH utility in Kokshetau, aadcreation of municipal ESCo in Almaty — that were
designed to generate annual savings of 30 00Q tCO

DH utility and municipality in Kokshetau have prded in 2004 when Project Document has been
finalized written commitment to provide co-finangifor the project over the period of next two years
the co-financing commitment of Almaty municipalitas not time bound.

Because of a lengthy period between Project Doctuswmission in 2004 and a project approval and
signature in December 2006, the co-financing comeriit of Kokshetau DH utility and municipality
have expired even before the actual start of thgept. In addition to this, because of low tariisd
poor financial performance, the private DH utilityKokshetau has bankrupted in the meantime, and
the designed project that accounted for 95% of r#dnGHG savings could not have been
implemented.

The actual project implementation started aftejgmtosignature with a half year delay in mid 2007,
after the project manager and key project stafeHaaen hired.

The first implementation period between the inaaptworkshop in September 2007 and the Mid-
Term Evaluation in September 2009 witnessed sorogr@ss in work, some project activities have
been redefined, the capital city Astana has beeslviad as a project partner and two pilot projeats
Astana have been implemented. However, no altemaolution for the abolished major GHG
savings generating pilot project in Kokshetau hesnbfound, the ESCo pilot project in Almaty was
delayed, the project faced significant uncertalmyv to reach projected GHG savings. The National
Project Director has been replaced in 2008, an@(09 also a new Project Manager has been
appointed. MTE rated project implementation wite §econd worst grade on a four grade scale.

After MTE and under a leadership of the new ProManhager and with an active support from the
UNDP CO the project received a new drive and adbetectively active adaptive management.

In 2009 the Executing Agency has been replaced. ridvely created Agency of the Republic of
Kazakhstan on Construction and Housing and Muniidigeastructure has been appointed to serve as
an Executing Agency instead of the former AREM, Agefor Regulation of Natural Monopolies.
After even the pilot ESCo project in Almaty failetthe project focus was changed from originally
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planned large supply-side projects to small scaidding level DH energy efficiency projects in
Astana, one pilot project in Almaty, and ESCo ppotjects with a private company in Karaganda.

During the second phase of project implementatfter MTE and with a total project extension of 2.5
years till June 2013, the project has deliveredttprally all projected results and it catalyzed the
initiation of the country’s DH transformation tovdgrmore energy efficient one.

Under the Legal and regulatory component, the ptojeveloped a draft of the Law on Energy

Efficiency that was approved in 1/2012, preparedeis# policy and analytical papers, methodology
on energy planning adopted by the Ministry, andkisato the project long-term close cooperation
with the government the project managed to reaeh ainits major achievements — to incorporate

energy efficiency component into the newly devetbpe8 bil USD 2011-2020 National Program on

Modernization of Housing and Municipal Infrastruetu Till 3/2013, the Program has spent already
about 48 mil USD, or 40% of the total expenditur@s,energy efficiency upgrades and has already
generated about 30-40 000 tC€avings annually.

Within the second project component - New instiiél and financial models, the project has
demonstrated in 17 building level projects in Aljnadstana and Karaganda three different financial
schemes based on a revolving principle, when th@nfiial savings are accumulated and spent for
further EE investments. Pilot projects were basadaoclose cooperation with and training of
municipalities, DH utilities, AAOs, building mairmeance companies and in Karaganda establishment
of ESCo type services with a local private compdilot investment projects were rather small scale,
were implemented at individual multiapartment onasal buildings and included installation of heat
metering, heat substation with heat exchangershmad flow regulation, and new building level
domestic hot water supply, and generated 738, t€2®ings annually. Due to their smaller size they
did not reach the expected GHG savings of 5 000/4@@r. However, with other supported projects
that generated 3 636 tG@nnually and with 30-40 000 tGGavings generated annually by the
National Program that can be fully accredited te fhoject, these total GHG savings target was
reached. The project worked with Astana, Karagamsa Paviodar and developed jointly
regional/municipal energy saving plans, concepérdrgy management and methodology of energy
auditing in public sector. The project has devetbpe feasibility study of the 90 mil USD
modernization of the Kustanai DH utility (replacemh®f old natural gas CHP and HOBs with new
combined-cycle CHP and efficient burners) with araavings of 260 000 tGO

Under the third component numerous information efiggation and training activities have been
performed targeted to municipalities, AAOs, regiag@avernments, private service companies, energy
consumers and general expert audience. Monitormgopol for EE projects in residential and
municipal buildings has been developed.

The project trained and strengthened capacity seigonental agencies, municipalities, AAOs, and
private building service and energy service comgmrthat gained sufficient expertise and are
dedicated to EE and already work in energy efficyanithin their own budgets.

During the project implementation the UNDP andRt&) has gained an excellent reputation and is
nowadays widely recognized in the country as deskiind professional team with unique expertise in
energy efficiency. The Government of RK selectedDBN provided 0.7 mil USD financing and
signed a contract for a follow-up complex energyicifcy project in a small Prigorodnyi
municipality. The Government did not choose UNDRause of a potential funding source, but
because of its excellent local expertise and skills
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Despite the success of the project, there isasliting way to go to fully utilize the energy eféocy
potential. Heat tariffs are still low and do noweo full costs. DH thus does not attract privatpiteé

and energy efficiency improvements rely heavilysabsidies from public budgets. Building level heat
metering is not mandatory in all existing buildindbe project did not demonstrate benefits of
apartment level consumption based billing and gpviinom installation of radiator level heat costs
allocators and thermostatic valves. However, thendations have been laid, funding from the
National Program is available, financing schemeasb@lot projects have been demonstrated and there
are trained local experts and organizations inipuid private sectors skilled enough to implement
further projects in energy efficiency.

The overall rating of the projectli$ighly Satisfactory.

Highly Satisfactory Moderately| Moderately | Unsatisfactory Highly
Satisfactory Satisfactory | Unsatisfactory Unsatisfactory
HS

5.1Recommendations

e LogFrame is used for rating of overall project asleiments, and needs to be backed up by a
clear project strategy and a work plan of individuaject activities

LogFrame indicators should reflect overall projebjectives, outcomes and outputs, but not detailed
and specific project activities. In addition to thegFrame a clear project strategy and a work plan
including all relevant key projected activities aimde-bound milestones, indicators and targets lshou
be developed for the whole project implementatieniqu to reflect in detail the project strategy.
These detailed activities and targets are subgecedular updates in annual work plans. LogFrame
matrix on the other hand should remain unchangeihglthe implementation period if possible, with
potential updates at the inception period and &ff€E only. For operational management of project
progress the LogFrame is not detailed enough. &hasial work plans, including time bound targets
and activity specific budgets are used for thigpse.

e Financial health of partnering commercial enti(iellities) should be screened during project
development phase

When designing pilot projects to be implementedtjgiwith a commercial entity (municipal utility,
private company), in addition to a feasibility aysa$ of proposed technical solutions and their-cost
benefit analysis a long-term financial viability afcommercial entity should be assessed as well to
minimize a risk of its potential bankruptcy.

< Building level DH substations and metering shodlekily be utility responsibility

Building level substations, regulation and meteshguld ideally be owned and operated by the DH
utility. This arrangement is typical in most couesr because then the investment, operation and
maintenance is typically less costly. In its futwetivities, UNDP should support governments to
include this responsibility of DH utilities into tienal regulations or at least to perspective pedidin
case DH utilities are not financial capable to stvato installation of building level heat subsias

and metering in a short-term.
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« Building level heat metering and regulation is tiecessary first energy efficiency step in
multiapartment buildings served by DH that shoutdftllowed by installation of apartment
level heat cost allocators and thermostatic valves

Installation of building level heat metering andjuikation, together with building heat substatioss i
ideally responsibility of heat utility and it ty@itly generates significant savings with relativiyw
investment. However, this still does not providefisient financial motivation for individual
apartment owners to use their energy efficientlgpeeially in large multiapartment buildings.
Installation of radiator level heat costs allocat@CA) and thermostatic radiator valves (TRV) in
existing systems, even when this requires recortgiruof heat piping in apartments, gives apartment
owners full control of the indoor temperature cornfnd heating costs and motivates them to use heat
regulation instead of window opening. In newly bupartments apartment level heat metering is
often preferred to installation of heat costs atocs that need in addition to annual reading oRAEIC
also annual calculation of individual heating bilkfter demonstrated benefits dfuilding level
metering and regulation, UNDP should in its futactivities focus on demonstration apartment
level heat metering and regulation as well (inatadh of HCA and TRV).

* Major changes in project management and even remiaat of Executing Agency should be
implemented if it strengthens the project impleraéoh

Frequent changes in project management cause flggsned knowledge and expertise. However, if
the project focus or its underperformance requifesges in project management arrangements, such
changes should be implemented immediately. Thidiegpplso in case of changes in governmental
structures. If new specialized state agencies wigroper mandate are created (such as the case of
establishment of the Agency of the Republic of Kdwdan on Construction and Housing and
Municipal Infrastructure) it provides a legitimateason to change the Executing Agency. An
important aspect of adaptive management is alsptatiian to new structures of Government which
better suits the purpose and mandate of the project

e Time period between ProDoc submission/approvalRnodoc signature should be minimized
and co-financing commitments should cover releyaoject implementation period

In order to avoid expiration of co-financing commiénts, the commitments should cover relevant
period of project implementation and should take sccount the period until the project document is
signed and actual project implementation starts.

« Process of hiring project staff should be initiaitethediately after GEF CEO approval

Project implementation period officially starts i signature of a project document. Lengthy poces
of competitive hiring project manager and projaaffscauses often delays in effective start of @coj
implementation by several months. These delaysldhmmuminimized in order to be able to effectively
utilize whole project implementation period. Init@n of project staff hiring immediately after GEF
CEO approval of ProDoc enables the project impldaien to effectively start within few weeks
after ProDoc signature.
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5.2Lessons Learned

* The success depends on people — skilled, profedsibedicated leaders can make a difference

The project was originally designed to rely heawiltytwo large pilot projects that unfortunately kcbu
not have been implemented because of externaldialafactors that were out of project control.
After two years of weak project implementation pemiance, with the newly installed project
manager and skilled local experts with active afidcgve support from UNDP CO refocused the
project to work more on a local level as well ashwjjovernment and achieved excellent project
results. Strong personalities of project leadeth(in a project team and UNDP CO), although
relatively young but dedicated, flexible and widjito learn, in combination with skilled senior exge
with a good overview of international experiencelivcered results and brought up the project from
low to excellent rating.

* Good projects do not need long preparation

The lengthy project development phase of 9 yedosvatl preparing a very good project document,
and also during this period the project has alremodsked with local stakeholders and delivered some
useful results (feasibility studies of several potd DH rehabilitation projects etc). However a
significant part of this work turned useless whethlplanned pilot projects failed because of firiainc
problems of the DH utility and municipality. Goodoject document needs to be based on good
understanding of local needs and opportunities retelvant international experience, but does not
need to be a comprehensive and costly study. Tbgqgtrdocument should be developed and
approved within significantly shorter period (idgakithin one year).

« Timing of the project is critical for its success

Kazakhstan as an oil and natural gas rich and exp@nted country experienced since 2000 high
GDP growth between 7 and 12% (except for 2008+8),ragh income to the state budget. The project
heavily benefited from this good socio-economicelepment in Kazakhstan that is in a position to
finance from its public budgets ambitious moderwaprogram, although average income level and
heat tariffs are still rather low, and DH distrilmut companies generate financial losses. Should the
same project be implemented earlier, the resultsldvprobably be much more difficult to achieve.
Should it be implemented later, the project valddesl might be lower, or the losses from inefficient
DH unnecessarily costly.

* Low heat prices do not attract private capitahteest to DH modernization

Heating tariffs that are regulated bellow full séquire significant public sector subsidies and/o
guarantees for financing of DH rehabilitation apgitally are not sufficiently high enough to financ
all needed DH rehabilitation. On the other hand Dills should be affordable so that the bill
collection can be sufficient also for a financiahility of DH utility. Energy pricing and regulatn in
transition economies is highly politically sensitivssue, however without a clear policy towards
increase of energy prices to a full costs recovewgl most of the cost-effective energy efficiency
potential tends to remain untapped.

« Active and dedicated partners are critical for kbeign project success

The project pro-actively sought opportunities addniified right and committed partners beyond
government agencies only, and heavily benefittechfcooperation with dedicated and active partners
on a governmental level, private sector companmes AOs. The project provided training to their
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staff and helped to build their capacity in eneggjiciency project development, financing and
monitoring. However, without such active and dewidapartners the sustainability of project
achievements would be likely jeopardized.

» Support of top level politicians attracted attentio energy efficiency

The project worked closely with national politicermembers of parliament, and it was able also to
attract attention of top politicians as well. Pdesit of Kazakhstan, Mr. Nazarbayev, the Prime
Minister of the country, Mr. Serik Akhmetov, andVace Prime Minister, Mr. Umirzak Shukeev
visited on different occasions different projediesj and the project presented personally to them
concrete project results. The support to energgieffcy projects declared by the top level poléitit

has received wide media coverage, raised awaramesdead to implementation and widespread
dissemination of specific project results (creatmfnenergy efficiency information centers in the
country for example).

< Initiation of project staff hiring process immedibt after GEF CEO approval of the ProDoc
(already before ProDoc signature) allows the ptdfaplementation to start immediately after
ProDoc signature without unnecessary delays

The project effectively started its implementatiwith appointment of the Project Manager within
several weeks after ProDoc signature. This wasiigleshianks to the fact that UNDP CO initiated the
hiring process well in advance before ProDoc sigmatalready, immediately after the project
document was approved by GEF CEO.

« Three energy efficiency retrofit financial modelser@ demonstrated in multiapartment
buildings and can be replicated and scaled upxhprejects

Three different financing models of energy effiggnretrofits (two based on revolving energy
efficiency fund and one on an ESCo concept) thatewikemonstrated in pilot projects in Almaty,
Astana, and Karaganda, can be replicated and sgpladfurther energy efficiency projects funded by
the State Program on Modernization of Housing andhi®lpal Infrastructure and/or other funding
sources.
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6. Annexes

Annex 1: Itinerary and list of persons interviewed

Berpeun B pamkax 3akimrountensHoit onenku IIpoekrta IIporpammsr pazsutus OOH/I'mobanbHOTO
Okonornueckoro  ®Ponga B Kaszaxcrane  «Ycrpanenue — OapbepoB Ui TOBBIIICHUS
9HEprodPGeKTUBHOCTH B KOMMYHAIBHOM TEIIOCHAOKEHUI»

11 anpeast 2013roaa, r. AsiMaThl

Bcempeua 6 AO «Aamamunckue Tennosvie cemu.

Ha BcTpeue mpucyrcTBoBanu I'eHepanbHbId TUpekTOp AnnMOekoB JlaypeH ACBHIIIOHKOBHY, TITABHBIH
umkeHep MznmoB Aiibex MapaToBHMY M Ha4YadbHHK YIPaBICHUS [0 peanu3alnuu XoxjioBa MapuHa
SIxoBneBHa.

I'enepanbHBI AUpekTOp Aai MOJOKUTENbHYI0 oleHKy npoekta [IPOOH, otmerus, 4Tto BHenpeHue
9HEeprocOepeXeHus BO BCEX JAOMax, II03BOJUT CHU3UTH 3aTpaThl Ha OTOIUIEHHE M CHAOKEHHE
HaceJlIeHus ropsueil Bogoi. OH Takke OTMETWII, YTO B HEKOTOPBIX JOMaxX TakKe Hayanach peaan3als
ABTOMAaTHYECKUX TEMJIOBBIX IYHKTOB M HAJEETCs, YTO CO BPEMEHEM BCE CTapble JOMa B paMKax
BEITIONIHEHUS TiporpamMm  «Momepam3anuu  JKKX» OyayT OCHAIIEHBI YHEProcOeperaronium
000pyIOBaHUEM.

Ob6opynosanue ATII nepenano B KCK u Bce onepaunu nposoasrcs yepe3 KCK, ans TennoBbix cereit
9TO OYEeHb YIOOHO W BHITOJHO, COOMpaeMocTh ormiathl coctaBmsieT 97 %.OgHO U3 HOBIIECTB — 3TO
BBeacHUe muddepeHiupoadHbix Tapudos: 4358 Tenre 3a oaHy [MKOKAUIOPHIO MPH HAJIHMYUH
npubopoB yueTa Tera u S711tenre 3a onHy I mKoKayutopuio mpu oTcyTcTBHM Nprudopa. C BBeJeHHEM
i hepeHInpPOBaHHOM OIIIATHl YBETHMUMIOCH KOJINYECTBO YCTAHOBIICHHBIX CUCTYMKOB y4eTa Teria. B
Ayn330BcKOM paiioHe ycTaHoBWIH 340 CYeTINKOB.

Bempeua ¢ Koonepamuse cobemesennuxos keapmup (KCK) Makcam.

[pencenarens KCK HMpuna AkxataeBHa BanmmieBa pacckasana, 4ro B koonepatuse 38 nomoB. Koraa
y3HAIA TPO KOHKYPC HAa MWJIOTHBIHA MPOEKT, OHM TOAATN HEOOXOAWMEBIE AOKYMEHTHI W BBIUTPAIIN
koHKypc. 2 mapta 2010roaa Ol moamnucan «MemopaHayMm O B3auMomoHMMaHuu» Mexay [TPOOH,
Anmaruackumu TeroioBeimu cetsimu, Accormanueit KCK r. Anmater u KCK «Makcat». beut BeIOpaH
onuH 56 KBapTUPHBIH 10M, ¢ HaceaeHHeM 147 4elloBeK.

brinma mposenena Gompmras pabora ¢ HacenmenmeMm. HOpumer KCK «Maxkcar» AnppicbaeB Epman
EcraeBnu pacckazai, 4To ¢ X035€BaMH Ka)XJIO0W KBAPTHPHI OBLI 3aKI0YeH «/0roBOp MOpyYEeHHE TIO
MPOBEICHUIO TEIUIOCOCPETaloIUX MEPONPHUITUH 1o aoMy 3a cueT cpencts [ OD/TTPOOH
MIPEIOCTABIISIEMBIX Ha BO3BPATHOM OCHOBEY.

B nome yctaHOBMIIM ABTOMAaTHUYECKUH TEIUIOBOW IYHKT CTOMMOCTBIO OKOJIO 3,7 MHJUTHOHOB TeHre. C
yaeTroM audepeHInPOBaHHBIX TAPUQPOB 32 JBa CE30HA OBLIO COKOHOMJICHO 1,3 MJIH. TCHET.
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12 anpeast 2013roaa
Bempeua ¢ AO «Kazaxcmanckuil L{enmp mooepruzayuu u pazeumus KKX» u HayuonaiwHou naiame
JKKX u cmpoumenvcmsa.

Hentp XKKX cozman B 2009 romy, 100% rocymapcTBeHHOE NpEANPHUATHE, MOJUYUHICTCS
MHUHHUCTEPCTBY PETHOHAIBHOTO PA3BUTHS.

Ha Bctpeue npucyTcTBOBaNHU:

1. PaxumbekoB Tomeyrait Cataesud — IIpencenarens [IpaBneHus;
AopapikamukoB Epxxe Kummaknaeswu — 3am [pencenarens [IpaBnenus;
YrenoB Apman TieycoBud — pykoBoautenb LieHTpa sHeproshHeKTUBHBIX TEXHOJOTH;
Mypcanuna MaauHa YpanOekoBHA — IUPEKTOP JIENapTaMEHTa KITUIITHOTO XO35HCTBA;
Ucnamos Ecenbaii McpanioBud — pyKOBOAUTENB LIEHTPa paclpeiesieH s 3HAHHH,

o gk wN

AbakanoB Enmoc Hyp6omoBud — ri1aBHBIN MEHEKEp AemapTaMeHTa KIJTAIITHOTO X03SHCTBA.

PaxumbekoB T.C. pacckasan o cozmanuu Llentpa JKKX. Ouens mone3Hoi Obiia moe3aka B Iomsrry,
opranuzoBanHas [Ipoekrom ITPOOH. B ocHOBY co3manus IeHTpa OB MOJOXKEH IOJIHCKAN OIIBIT.
Hasxe tepmun Tepmomoaepuuzanus JKKX Obi1 3anmcTBoBaH u3 [lonbmm.

Ceituac manupyetcs coznanue LIeHTpoB sHeprocoepexennii B ropoaax :Anmartsl, [laBnogap, Akrobe
u Kocranae, B 2014roay Takue LlenTpsl OyayT Bo Bcex 001acTHBIX IieHTpax KaszaxcraHa.

Ha Bctpeue Obmm 0OCykaeHBI OCHOBHbIE MOMEHTHI corpyanudectBa c¢ [IPOOH, Bwickazanmch
IPaKTUYECKH BCE YYAaCTHUKM COBCILAHMs, ObUla JlaHa IIOJIOXKUTENbHAs OLCHKAa IPOEKTY.
[Ipencenarens IlpaBnenuss mo6maromapun ITPOOH wu nmuHo Anekcanapa bemoro 3a momorns
okazaHHyl 1nipu craHoBieHuu lLlentpa XXKX, a taxke mnpu pa3paboTke 3akoHa «O6
JHEProcOepeKEHNN» U /4 HOPMATHBHBIX JOKYMCHTOB.

OH Tak Xe OTMETHJ, YTO OJHUM M3 BaXKHBIX MOMEHTOB SBJSIETCS BKIIOUeHHE B 3akoH «O0
9HeprocOepekeHUN» MOJI0KEHUH 00 00s3aTeIbHOM SHEpreTHUecKoM aynuTe 3xaHuil. Kpome Toro
[MPOOH mnomor mnpu paspaborke Ilnmanma wmopepumsamuu JKKX, rme Obuto 3ammcaHo, YTO
00s13aTeNbHBIM [IPU  TEPMOMOJAEPHU3ALMK 3[aHUN JOJDKHA OBbITh YCTaHOBKAa ABTOMAaTHYECKHX
TETIOBBIX ITYHKTOB.

Kpome Toro, y4acTHWKHM coBemaHHS OOCYIWIM BCE NHIOTHBIE MPOEKTHI B AcTaHe, AJMaThl U
Kaparannge. Bce BbIckazanu MHEHHE, YTO MWJIOTHBIE MPOEKTHI OKa3aJd OOJBIIOE BIMSHHE KaK Ha
npuHATHE 3aK0HA, Tak U TpH pa3padotke [lrana momeprm3anun )KKX. Ha 3TUX MAIOTHBIX TIPOEKTax
PYKOBOJUTENSIM BCEX YPOBHEW OBUIM IPOJCMOHCTPUPOBAHBI BBITOABI TEPMOMOICPHHU3AIIHH.
OtnenpHBIE TPOEKTH Tocemanu IIpembep-Munuctp Kazaxcrama MacumoB K., 3amecturenu
IIpembep-Munnctpa lllykee V. m AxmeroB C, akumbl AcTadbl, AnmaTtel u Kaparauasl, a Takke
MPEJICTABUTENN IICHTPAILHBIX W MECTHBIX HCIOJHHUTEIBHBIX OpraHoB. Tak e Obula OTMEueHa
TporarasaucTckas pabora, coBmectHo ¢ [IPOOH Ob1no pa3paboTaHo, M3HaHO W PACIPOCTPAHEHO
0OJIBIIIOE KOJTMYSCTBO HATJISAHBIX arUTAIMOHHBIX MaTEPHAIIOB.

Bempeua ¢ 3amecmumenem Ilpedcedoamens Komumema XKunuwyno Kommynanvnozo xossiicmed
Tuxontox Huxonaem Ilemposuyem.
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On pacckazan o mwraHax pa3Butus JKKX B Kazaxcrane u corpynuudectee c¢ IIPOOH. On
mo6JIaroIapuiI IPOEKTHI O IIOMOIIIH TIPH OOCYXACHUH W MPUHATHH 3akoHa «O0 3HEprocOepeKeHUI»,
a Takxke pa3paboTKe MOJ3aKOHHBIX aKTOB.

O pacckazan o manpHeimmx marax Kaszaxctana B peOpMHPOBAHUM SKHIHITHO-KOMMYHAJIBHOTO
X034HCTBa. JTO B MEPBYIO OYepelb IOBBILICHWE Tapu(oB Ha KOMMYyHajbHbIE ycinyrd. OO 3ToM
Boickazayicsi W Ilpesmment Hazapbaes H.A. Ha BcTpeue ¢ mnpenmpuHuMarensiMu Kazaxcrana.
[Inanupyerc yBeNIUYUTh CTPOUTENBCTBO KBAPTHUP, CEWdac B roj caaeTcsi / MIH. KBaJpaTHBIX METPOB
xunost, a k 2015rony mnanupyetcs 12 MitH. KB. MeTpoB. MBI OTCTaeM OT MHPOBBIX HOpM 1 KB.MeTp
Ha 1 sxutensd, HO yxXe HpuOMIKaeMcs K 3TOMY YpPOBHIO. [IpuyeM IUIaHMPYETCSl CTPOMTEIHCTBO
9HeprodpPpeKTUBHBIX JOMOB.

Bempeua ¢ unenom Komumema no ynpaenenuto npoexmom Anubexom Kabwvinbau — pykosooumenem
ynpaenenus sHepeocoepedncenus u dHepeodpexmusnocmu Munucmepemea unOycmpuu U HOBbIX
mexnonozutl Pecnyonuxu Kasaxcman.

OH Tak xe MOJIOKHUTENBbHO 0oTo3Bajicsa o mpoekte [IPOOH, ocobeHHO B YacTH 0OCYXACHHUS 3aKoHa
«006 sHeprocoepexxenun». Pacckasai, uro 3tot 3akoH cobupanuck npusate B 2009 roay, Ho, 1Mo
MHEHHIO SKCIEPTOB, B ToM uncie U u3 [IPOOH, 3akoH ObLT ACKJIAPaTUBHBIM U HE UMEJ KOHKPETHBIX
MEXaHU3MOB DJHEProcOCpPeKCHHsI, TOITOMY TIpOeKT 3akoHa ObLT oTo3BaH w3 IlapiamenTta Ha
nopaboTtky. bombmmucTBO mpemnmoxkenuit [IPOOH Obutn ydTeHBI, ONHAKO B 3aKOH HE BOIILUIH
MTOJIOKEHUS 00 DHEPrOCEPBUCHBIX KOMITAHHUSX.

Tak xe AmnOex pacckazan o pa3paboTke U pacnpoctpaHeHnn cosmectHo ¢ [IPOOH Opomtop u
JIPYTHX MaTepPHaJIOB 10 3HEProd3M(EeKTUBHOCTH U PHEProCOCPEIKEHHUIO.

15 ampens Oblla TpoBeACHA BCTpeda B TOCTHHHUIE ECWib ¢ JApYyrUMH  TPOCKTaMH IO
sHeprocoepexennto ¢ Kprokosoit Bamentnnoit I[laBmoBHOW — mupekTop lleHTpa Mo H3MEHEHUIO
KITUMaTa.

C mexayHapoaHbIM dkcniepToM u3 ['epmanun —Jlapuca Hlpexkenoax.

15 anpenst 2013roma Oblaa moe3aKa Ha nunomusiii npoekm wikonvt Ne 9. Jlupekrop «EnKom-St» Ltd
OntnH Anekcanap Buxroposuy moapoOHo pacckaszan o padote ¢ [IPOOH. Ilokazan aeicTByronyio

YCTaHOBKY ABTOMATHYECKOI'O TEIUIOBOTO ITYHKTa, paccka3al O Bce IUII0Ocax Iepexoja Ha

JHEprocOeperaronue TEXHOIOTHH. TeIoBoM y3el MIKoiIbsl 000pyI0BaH HOBEHIIMM O0OpYIOBaHHUEM,

UMEeTCsl HarisaHas arurtanus. JlaHHBIH MyHKT MOCEHIaTM TMpeacTaBuTeNid [IpaBUTEILCTBA,

HEHTPATBHBIX ¥ MECTHBIX HCIIOJHUTEIHHBIX OPTaHOB.

[Mocne mocemenuss mKonbsl OblIa BeTpeua B Munucmepcmee oxpamvl OKpyscaroujeli cpeovl ¢
nupekropoM Jlemapramenta CocriaHOBOM AWHYD.

Ona moapoOHO pacckaszanma o corpymaudectBe ¢ IIPOOH, a Takke o IuraHax MHUHHUCTEPCTBA. B
4aCTHOCTH O pa3pabotke Crtpartermu nepexona Kaszaxcrana k 3eneHolt skoHoMuke. Pacckazanma o
MIEPCIICKTUBAX PAa3BUTHS BO30OHOBISEMON SKOHOMUKU W BHEIPCHUU 3CJICHBIX Tapu(OB Ha DIHEPTUIO
OT BO30OHOBJISIEMBIX HCTOYHUKOB.
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18 ampeas Obu0 OCemeHNEe Mescdyrapoonoi kougepenyuu Ha Temy <« loBbierne 3¢ (HeKTUBHOCTH
JKKX KazaxcraHa Ha OCHOBE BHEAPCHHS WHHOBAIIWN, SHEPrOCcOSPETAIONMNX TEXHOJIOTHH W JTyUIICH
MPAKTUKU YIPABICHUS», OPraHU30BaHHOW «Ka3axXxCTaHCKUM IIEHTPOM MOJCPHH3AIMUA W Pa3BUTHI
JKUITUIIHO-KOMMYHAJIBHOTO XO03SHCTBa» NpH TOAJepKKe MHUHHUCTEPCTBA PErHOHAIBHOTO PAa3BHUTHS
PK, Axwmmara Acranel u maptun  «Hyp Otan». OgHOBpEeMEHHO JEHCTBOBajga BBICTaBKa
Mexaynapoasoro gopyma «KKX —3kemo 2013».

18 anmpenst 17 00,roctuanna Ecunp Bctpeua ¢ PernonansupiM TexHudeckuM CoBeTHHKOM LlenTpa
I[MPOOH mno crpanam Eeponsr u CHI' (BbpatucnaBa) Mapunoii Omnbmanckodd. beuia oGcyskieHa
Martpuua JIOrM4ecKUX pPaMOK IIPOEKTa, OCHOBHBIE ILIEJHM IPOEKTa, MHIUKATOPhl M JIOCTUTHYTHIE
pe3ynbTathl. bpita BeIcka3aHa MOMOXKHUTENbHAS OLEHKA ACATEIbHOCTH MIPOCKTA.

19 anpeas, B ropose Acrana, B oteine «llekun [Tanmac Soluxe Hotel Astanap pamkax peanuzanmu
npoekta [IpaButensctBa PK u ITPOOH/I'D® Obina mpoBeaeHa MeEKAyHapoIHas KOH(EpEHIUH
«[ToBeimrenue 3HEProdGpHEeKTHBHOCTH KOMMYHAJIBHOTO TEIJIOCHAOXKEHUSI KaK BKIIAJ B <GEIICHYIO»
9KOHOMHKY.

Ha xondepeHInu BEICTYINIIN:
VYckenbaes K.A. - Bune-munuctp pernonansoro pa3sutis PK;
Kusnckuii B.B. —Jlenyrat Maxunuca Ilapnamenta PK,;
ITanuxnosa E. —3amectutens nocrosunoro npeacrasurens [IPOOH B Kazaxcrawne;
PaxumbexoB T.C. - Ilpencenatens IlpaBnenns AO «Kazaxcranckuii lLlenTp MomepHU3ammm u
pazButus KKX»;
CocnanoBa A.C. —lupextop [lenapramenta MUHHCTEPCTBA OXPAaHbI OKPYXKaIOIIEH Cpesl;
Onpmanckas M. — Perunonansaenii Texandeckuii Cosetauk, Lleatp [TPOOH no crpanam EBportsr
u CHT;
bano6anos T. — ABcTpus;
Jlapcen I1. —Jlanus;
MenesuukoBa O. —Poccus;
Xwmnenbepr P. —I'epmanmus;
Cusaes C. —Poccus;
peken6ax JI. —'epmanus;
IleTkoBa, - bonrapus;
Bnaukos, - bonrapus;
Bbawkun b. —Poccus.

Kpome Toro BEICTYNIIIN MPEACTABUTENIN Ka3aXCTAHCKUX OpTaHHM3alMii U KOMIIAHWHA, paOOTaIONIHX 110
BOTIpOocaM BHeApeHus dHeprocoepeskennsd. [lo okonuanun Kondepenunn ObUTH MPOBEAEHBI TUCITYTHI
Y TIPUHSATHl PEKOMEH/IAINN.

B menom or3eiBel 0 Ilpoekte IIporpammel passutus OOH/TnobamsHoro Dkonoruueckoro MoHma B
Kazaxcrane «YcTpaneHue OapbepoB Ui IMOBBINICHHS SHEProd(O(EKTUBHOCTH B KOMMYHAJIHLHOM
TETTOCHAOXKEHUN», KaK OPUIIUABHBIX JIWII, TaK W JIOJICH, TaK WIK WHaYe paboTaBIIMX C MPOSKTOM
TIOJIOKUTEIEHBIE.
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Annex 2: List of key project short-term experts (S/IC)

« Mr. Vesa Rutanen, International Project Advisor 200ception Report 2007
* Mr. Erbulat Buksukbaev, 2007-2008 EE expert ofAhmaty city

* Mr. Aleksey Repin, 2007 EE measures analysis aad, gteasibility Study of DH Kostanai
2012-2013

« Ms. Irina Eserkepova, 2007-2008 GHG monitoring eystof pilot projects in Astana and
Almaty

e Ms. Kuralay Karakulova, 2010 legal expert on ESQmaty, 2011, analysis of targeted social
support in multiapartment buildings

e Ms. Elena Zadvornykh, 2011 technical expert on muaidation of building level heat
substations, evaluation of pilot projects 2011-2013

* Mr. Anuat Koshkarbaev, 2012-2013 legal and ingonal expert on introduction of energy
management system

e Ms. Natalya Druz, 2007-2013 social expert
e Mr. Valeriy Vlachkov, International expert, 2011adysis of heat tariff policy

* Ms. Lilit Melikyan, International expert, 2012 agsis of housing reforms and DH energy
efficiency incentives

e« Mr. Todor Balabanov, International expert, 2012-2(nalysis of DH energy efficiency
potential in housing sector

« Mr. Ralf Hillenberg, International expert, 2011 epe audits in typical multiapartment
buildings, analysis of DH energy efficiency measure

* Ms. Natalya Sandalova, 2012 business models asaysiousing service companies
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Annex 3: List of documents reviewed

General documentation

UNDP Programme and Operations Policies and Proesdur

UNDP Handbook for Monitoring and Evaluating for Rks

GEF Monitoring and Evaluation Policy

GEF focal area strategic program objectives

UNDP Development Assistance Framework

UNDP Country Program Document

UNDP Country Program Action Plan

Project-Level Evaluation: Guidance for Conductingrmiinal Evaluations of UNDP-Supported
GEF-Financed Projects, UNDP 2012

Project documentation

GEF approved Project Ddocument and Request for ERfidrsement
Inception Report

Annual Work Plans

Annual Project Reports

Project Implementation Review

CDR

Quarterly Reports

Project Outcome Board Meeting minutes
Project Steering Committee Meeting minutes
Updated risk log

Mid-Term Evaluation Report,

Financial Audit Reports

Project internal financial records (financial spielaeet)

Project web sites:

www.eep.kz www.undp.kz, www.beeca.net

Project deliverables — see Annex 4
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Annex 4. Summary of reviewed key project deliveralds, reports and
studies

» Kazakhstan housing infrastructure reform: enerdyciehcy promotion in municipal heat
supply

« Review of international experience, especially e tEU and transition countries, on
formulation of tariff policy and regulations, leglshmework and standards to encourage the
energy efficiency investment to heat supply andlezgial multi-apartment buildings

« Analysis of the tariff policy and regulations, légamework and standards in Kazakhstan to
encourage the energy efficiency investment to idistheating systems and residential
multiapartment buildings

e Analysis, recommendations and proposals to theé @@ihprehensive Energy Efficiency Plan
of the RoK for 2012-2015 and to the draft Law af RoK on Energy Saving

* Energy efficiency increase in municipal heat supglsoblems and ways f their solution.
Materials for Office of Prime Minister of the RK

e Study report on identification of the interest, gibfities and willingness of heat power
producers and consumers to strengthen the enefigyeefy for reduction of municipal
payments, upgrade of enterprises and impact decogagobal climate in Kazakhstan

« Report on removing barriers to energy efficiencyrinnicipal heat supply taking the social
aspect into consideration

* Analysis of approved regional rules on defining amtcand method of housing categorical aid

* Main recommendations to improvement of energy spphocess at regional level

* Information on pilot initiative in the school #9

* Analysis of international experience in the sphefemunicipal energy management and
energy planning

« Concept for establishment of energy managemengemsyat regional (oblast) and local levels
(large city — oblast centre and cities of natianglortance)

* Action Plan for enforcement of energy managemestesy

¢ Program module (methodic) on identification of emmical efficiency from enforcement of
energy saving equipment (AHP) in different regioh&azakhstan

« Energy saving in administrative (budgetary) sed&8CO concept and model. Presentation

* Review of international experience on the develapm®&f energy performance contracts
(EPCs)

« Analysis of conditions for ESCO development in naipel heat supply sector in Kazakhstan

e Ergonomika LLp as an ESCO in Karaganda. Busineass Pl

e Almaty ESCO. Business plan

« Analysis of energy audits: residential multiapamisen Karaganda and Almaty (in two parts)

« EE revolving mechanisms into RMA

* Information on energy saving demo area in Astana

* Reports on implemented pilot projects in Astanamatly, Karaganda

* Monitoring protocol for results rating of EE profean residential and municipal buildings

» Financial feasibility study for creation of Energfficiency and Energy Saving Centre in
Kustanai
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Feasibility study of DH modernization in Kustanai

Concept of Module «Competent Consumer»

Energy Efficiency and Energy Saving Law of the RK
Recommendations to Regional Energy Saving Plan bgiskly of Industry and new
technologies

Comprehensive Energy Saving Plan of the RK for 202P15

Housing Infrastructure Modernization and Developtriélan for 2010-2020
Astana Comprehensive Energy Saving Plan for 2009-20

Astana Comprehensive Energy Saving Plan for 2015-20
Comprehensive Energy Saving Plan for Karagandasbbla

Other project publications and website www.eep.kz
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Annex 5: Final evaluation TOR

TERMS OF REFERENCE

Position: International expert for final evaluation of the UNDP/GEF Project
"Removing barriers to energy efficiency in  municipal heat and hot
water supply"

Project title: UNDP/GEF Project “Removing barriers to energy efficiency in

municipal heat and hot water supply”, 00051578

Type of contract: IC (individual contract)
Duty station: home-based
Duration: 25 working days after signing an IC

Introduction:

The Government of Republic of Kazakhstan and UNDP/GEF implement a project titled “Removing
barriers to energy efficiency in  municipal heat and hot water supply”. The long-term objective of
the UNDP\GEF Project “Removing barriers to energy efficiency in municipal heat and hot water
supply” (51578) is to remove barriers to energy efficiency in the municipal heat and hot water supply
systems in Kazakhstan and to lay the foundation for the sustainable development of municipal
services taking into account local as well as global environmental considerations. The Project
components are:

(1) Assistance to the Government of the RoK in review and revision of current legislative and
regulatory framework in municipal heat supply in the part of creation and improvement of regulatory
frames to provide promotion and incentives to energy efficiency in heat supply;

(2) Development and enforcement of new institutional and financial models to leverage the
financing into the energy efficiency in heat supply and capacity building of stakeholders for further
replication and implementation;

(3) Compilation, analysis and dissemination of project results and lessons learnt with aim of effective
replication in Kazakhstan and other CIS countries\municipalities with comparable situation.

Background:
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.

74



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”(see
http://thegef.org/MonitoringandEvaluation/MEPoliciesProcedures/mepoliciesprocedures.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.

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

(iii) 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.

The mid-term evaluation for the project was conducted in 2009. The mid-term evaluation made the
following rating and conclusions in its report:

The achievements of the project to the date of the mid-term evaluation were summarized as
follows:

Outcome 1. The project management structure was established with the Project Implementation
Unit (PIU) and Project Steering Committee (Outcome 1)

Outcome 2. The draft of the new Law on Energy Saving has been finalized by the government
(MEMR). Adoption is expected at the end of 2009. Despite considerable time and resources spent
by the project to develope recommendations and to participate in discussions, the proposed new
Law on Energy Saving does not adequately incorporate these recommendations or address the
concerns outlined by the project.

Recommendations on tariff regulation in heat supply sector were submitted for consideration.

In 2008, draft rules on heat energy supply were developed, agreed with the Association of Heat
Companies and submitted to MEMR for approval.

In 2008, the new methodology on “Calculation of specific norms of heat flow for small heat boilers”
was developed and presented for approval by the Antimonopoly Committee.

Outcome 3. Draft Concept on social support of vulnerable people was developed and discussed with
stakeholders (AAOs, Ministry of Industry and Trade).Recommendations for the Rules of Housing Aid
with aim of compensation of costs of low-income families by installation and maintenance of energy
saving equipment in residential multi-apartments have been prepared and submitted
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Outcome 4. The “Concept for development of Housing and Municipal Utilities” was approved by the
Government in May 2009. In particular, specific provisions were incorporated which support:
effective maintenance of residential buildings; the role of condominiums in implementation of
energy saving projects in residential buildings; ESCOs as viable financial mechanisms to realize energy
efficiency projects in buildings. The Law on Housing Relations was revised and adopted in June 2009
incorporating provisions promoted by the project including obligatory registration of condominiums
and the right to open an accumulative bank account by the AAO, both of which are necessary for the
effective management of common property and the implementation of energy saving measures.

The project has developed a number of other recommendations and is cooperating with newly
established Agency for Construction and Housing Utilities (CHU) on their incorporation in legislation,
specifically:

-defining the responsibility of apartment owners with respect to common property including heat
points;

-to improve the self-management in condominiums for energy saving by the owners;
- to develop financial mechanisms for the implementation of energy saving measures.

The project is developing recommended revisions to the Rules for Provision of Municipal Services
and Heat Supply in order to incorporate incentives for more rational energy consumption by owners
and to assist in creating an enabling environment for implementation of energy efficiency projects in
residential buildings.

Outcome 5. Draft legal and regulatory documents for creation of Revolving Funds by the
municipalities are under approval by stakeholders/beneficiaries;

Major conclusions coming out the mid-term evaluation analysis were as follows:

While the project continues to be relevant to Kazakhstan and there has been considerable interest
demonstrated to develop both the policy and institutional mechanisms to increase Energy Efficiency
in the heating sector, a number of factors - both external and internal - have slowed the progress and
influence of the project.

Changing Development Context

The project PDF-A and PDF-B phases were approved in 1998 and 1999. The Full-sized Project
proposal was prepared in 2004 and approved in December 2006. Several project activities and co-
financing partnerships (most notably those dealing with the Kokshetau DH plants) had been
cancelled at the project start. The Inception Workshop held in September 2007 was used primarily
to analyse the country situation, to validate the relevance of project objective and activities and to
reassess project opportunities for cooperation and impact. While the project direction was clarified
during the Workshop, new structured agreements between the parties had still to be prepared and
endorsed. Lengthy and, in many cases, continuing negotiations with project partners (most notably
with the City of Almaty where municipal elections resulted in changes to key posts) have delayed or
threatened the implementation of key project activities and outcomes.

Policy Development and Enactment
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The Project seeks to support legal and regulatory framework changes to provide incentives for the
improvement of energy efficiency in the heat sector. The project team has sought cooperation in the
development of the new Law on Energy Saving and in the restructuring of heat tariffs. Despite
efforts by the project team (participation in policy development forums, preparation of drafts, and
lobbying) recommendations have generally not been incorporated into policy development and the
progress towards enactment of legislation has been slow. Artificially low heat tariffs and the resulting
long pay-back periods also for low-cost EE investments continue to pose a major barrier to energy
efficiency on both the supply and demand side.

AAOs (Association of Apartment Owners)
The interest and involvement of AAOs has been very positive in the project implementation.
Pilot Projects

Two pilot projects in Astana involving heat system installations in existing buildings (one school and
one apartment building) have successfully demonstrated reduced heat consumptions (some 20-
25%), moderate investment costs (20-25 thousand USD per building) and payback periods between 6
and 9 years. The technical solution has a broad application and involves;

e abuilding-level heat flow meter (currently required by law)
¢ abuilding-level heat flow reduction valve controlled by outdoor temperature sensors
¢ anew heat point (location where the building receives heat from the DH system) which more
effectively utilizes the heat delivered to the building
Substantial interest in pilot project results on the part of municipalities, private ESCOs and AAOs is

evident.
Almaty Municipal ESCO

The establishment of the Almaty Municipal ESCO has been delayed due to administrative changes
and budget shifts but also because of poor planning on the part of the project. In particular, the
ESCO Business Plan prepared under the project to provide practical guidance to Almaty Municipal
Government suggests the municipality establish and manage a revolving fund. However, under the
present law, a revolving fund cannot be established by a municipality. Such basic local conditions
should clearly have been addressed during the business plan preparation phase to ensure the
credibility and relevance of the final ESCO Business Plan. The qualification for alternative financial
arrangements has caused interruptions in negotiations with the municipality and additional delays in
project implementation. A financial institution to manage the revolving fund has not yet been
identified.

Project Management

The Project Manager was replaced in May 2009 and the National Project Director at AREM was
replaced in 2008. Although both the new Project Manager and the new National Project Director
have been actively involved in the project implementation (both were involved in the Inception
Workshop), there is a gap in the management of the project which must be addressed immediately.

Financial
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The gaps created when activities and co-financing related to Kokshetau municipality disappeared are
substantial and while prospects of attracting major co-financing sources still exist, these have not
been secured. In addition, the co-financing resources promised by Almaty municipality (1 million
USD) are delayed and no longer certain. The new activities and project-related investments in Astana
Municipality are modest in comparison.

The Evaluation Team had the following recommendations:

1)Involve private sector ESCOs in project activities. The project activities and outputs (including
building audits and feasibility studies) currently directed to Almaty Municipality ESCO (not yet
established) should be adapted for implementation by private sector ESCOs. This will facilitate
the realization of energy efficiency improvements in demonstration projects according to the
project schedule and the broader application of the successes already demonstrated in pilot
projects. Planned training activities should be open to private sector ESCOs to improve their
capacity to realize EE projects in the public and private sector. The ESCO Business Plan already
prepared under the project should be revisited and encompass the local experience of private
sector ESCOs.

2)ldentify and engage financial institutions to support project activities. The EBRD has recently
provided training and capacity support regarding EE investment to 2 local banks in Kazakhstan.
These banks should be informed and, where possible, involved in activity planning and
implementation. In particular, the financial management support for ESCO activities and EE
programme implementation should be attained.

3)Implement first 'pilot projects' with billing by consumption at the apartment level. The clear
relationship of utility costs to individual energy consumption is an important incentive for energy
conservation. Radiator valves and heat cost allocators are low-cost measures which enable
tenants to control and measure heat consumption in the different rooms of an apartment. The
pilot action should involve training and operational assistance to AAOs to ensure accurate and
transparent calculation of consumption and fair billing according to international experience.

4)Strengthen project management. Ensure the Project Manager has the following capacities;
e uses Result-based Management and Risk Assessment to achieve the project objective and

outcomes.
¢ has an excellent overview of budget and scheduling constraints
¢ has adequate technical, financial and management capacity to direct the institutional and
financial models being implemented

Since April 1, 2009, the project has engaged an International Technical Advisor responsible for

supervising project implementation and providing objective quality control and reporting The
project team needs further training to improve knowledge of UNDP/GEF project management,
monitoring procedures and requirements

5)Establish project cooperation with Ministry of Energy and Mineral Resources (MEMR) in the
implementation of the Integrated Plan of Energy Saving for 2009-2010 (1st stage). The
programme is designed to achieve a minimum reduction in energy consumption of 10% by 2015.
Capacity building and training activities of the UNDP-GEF project have the potential to increase
the effectiveness of actions and increase energy savings by up to 14%.

6)Bring an International Building EE Expert on board to calculate CO, emission reduction targets with
direct reference to Logframe activities and outcomes and to ensure indicators and mechanisms
which validate progress towards targets.

7)It is recommended to update the project website. The webpage offers a useful source of base
knowledge for municipalities and AAOs.

8)Because of a shift in the project focus from heat and hot water supply side issues towards demand
side issues, AREM is no longer considered the optimal national executing partner for this project.
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As a government agency, AREM's field of responsibility does not encompass the current key
objective pursuits of the project - namely reduced heat consumption in municipal and residential
buildings. It is recommended that a new national executing partner with definitive common
interest to cooperate on the project outcomes and objective be identified and brought on board.
The newly formed Agency for Construction and Housing Utilities (CHU Agency) is one potential
candidate. The Agency has been delegated responsible for state management of building and
construction activity, housing relations and communal services as well as the development of
state regulation policy in the areas of energy and heat supply.

9)Cooperation with government counterparts, particularly with the MEMR, needs to be intensified to
ensure the legal and regulatory recommendations are agreed upon, incorporated in laws and
amendments and submitted for adoption. Subsequently, a lobbying mechanism should be in
place to support adoption of laws and amendments

According to the Recommendations, the Project Management Responses and decisions of the PSC
the Project Logframe was revised with the followings outcomes:

(1) Review and revision of current legislative and regulatory framework in municipal heat supply in
the part of creation and improvement pf regulatory frames to provide promotion and incentives to
energy efficiency in heat supply;

(2) Development and enforcement of new institutional and financial models to leverage the
financing into the energy efficiency in heat supply and capacity building of stakeholders for further
replication and implementation;

(3) Compilation, analysis and dissemination of project results and lessons learnt with aim of effective
replication in Kazakhstan and other CIS countries\municipalities with comparable situation.

Expected main results :

1. The proposed legal and regulatory changes formally adopted and effectively enforced by the
end of the project creating sufficient incentives for various stakeholders (Government,
municipalities, AAOs, residents) to implement EE measures

2. ESCO in Almaty and/or other cities and country regions established, staff recruited and
trained, capitalized and at least 3 EPC signed by the end of project

3. Astana Municipal Energy Saving Plan (1*" stage — 2009-2010) developed by end of the 3d year
and implemented in the part of joint measures and monitoring

4. Astana Municipal Energy Saving Plan (2d stage — 2011-2014) developed by the end of the 4™
year, discussed and joint measures with project arranged

5. Atleast 2 new Regional Energy Saving Plans initiated and supported by project during the
development and execution —till the end of project. 4 regional AAOs, which are not pilot
sites, trained and pilot demo projects initiated by the 4,5th year. At least 2 new EPC within
ESCO activities signed by the end of project to implement EE Projects in other cities or
regions, the investments leveraged/associated financing provided at least for amount of
$1,9 min USD by the end project

The revised Project Logframe and Annual Works Plans for 2010-2011 were prepared and adopted by
the SC in 2009. This UNDP/GEF is scheduled to close in June 2013. Thus the final evaluation’s focus
should be a lessons-learned section for wide distribution to other countries planning similar activities
in area of renewable energy and climate change mitigations.
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The Final Evaluation of the UNDP/GEF Project “Removing barriers to energy efficiency in
municipal heat and hot water supply” is initiated by UNDP as the GEF Implementing Agency. It aims
to provide stakeholders (ADS ZhkH, PIU, UNDP-Kazakhstan Project Office and UNDP-GEF levels) with
strategy and policy options for more effective and efficiently manner to support the energy
efficiency improvement in municipal heat and hot water supply in Kazakhstan and for replicating the
results. It also provides the basis for learning and accountability for managers and stakeholders.

Objective:
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:

¢ The key elements of success of the project and further steps to be taken to secure
improvement of energy efficiency in municipal heat and hot water supply in Kazakhstan;

e Any gaps remaining after the project implementation to be addressed in further initiatives by
the Government;

¢ |dentifying risks to the sustainability of the project initiatives to be considering by the
Government in future improvement of energy efficiency in municipal heat and hot water

supply in Kazakhstan.

The Final Evaluation is to consider the currently evolving policy and economic climate in
consideration of the risks and the further development of the initiatives as the external pressures on
results and executing agency have changed during the project.

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 energy efficiency
improvement in municipal heat and hot water supply in Kazakhstan.

The Final Evaluation serves as an agent of change and plays a critical role in supporting
accountability. The emphasis of the evaluation should be the following:

Project indicators
The evaluators will assess the achievement of indicators of the project’s logical framework and

review the work plans, 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 and the Project team’s fulfillment of management
responses to evaluation recommendations made during the mid-term evaluation in September 2008.

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. 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
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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 Final Evaluation will also cover the following aspects:

1. Progress Towards Results

(a)

(b)

(c)

(d)

(e)

Changes in development conditions: Address the following questions with a focus on the

perception of change among stakeholders:

- Has the legislative and regulatory framework in municipal heat supply been changed to
provide promotion and incentives to energy efficiency in heat supply?

- Has the new institutional and financing models to leverage the financing into the energy
efficiency in heat supply and capacity building of stakeholders been developed for
further replication and implementation.

- Has ESCO in Almaty and\or other regions been established and successfully operated
and at least, 2 new EPC within ESCO activities signed by the end of project

- Has the Astana Municipal Energy Saving Plan been developed and implemented in the
part of joint measures and monitoring,

- Has the 2 new Regional Energy Saving Plans been initiated and supported by project
during the development and execution and 4 regional AAOs, which were not pilot sites,
been trained and pilot demo projects initiated by the 4,5th year

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;

Project strategy: how and why outcomes (listed as outputs in the project document) and
strategies contribute to the achievement of the expected results:

- Examine their relevance and whether they provide the most effective route towards

results.

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 legislative and regulatory
framework to support promotion and incentives to energy efficiency in heat supply, ,
establishment of institutional and financial models to leverage the financing into the energy
efficiency in heat supply, etc;

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.

2. 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?

- 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.
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(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 establishment of municipal ESCO in Kazakhstan with objective to
develop and implement energy efficiency projects in municipal heat and hot water
supply)?

e 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*?
Consider the financial management of the project, with specific reference to the cost-

effectiveness of interventions. Any irregularities must be noted.

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.

3. 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

2UNDP-GEF’s system is based on the Atlas Risk Module ti832&NDP-GEF Risk Management

Strategy resource kit, available as Annex Xl at Htipvw.undp.org/gef/05/monitoring/policies.html

®RBM Support documents are available at http://www.uordgeo/methodologies.htm
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4. UNDP Contribution
- Assess the role of UNDP against the requirements set out in the UNDP Handbook on
Monitoring and Evaluating for Results. Please consider
e field visits;
¢ Steering Committee meetings/TOR follow-up and analysis ;
e PIR preparation and follow-up;
e GEF guidance.

- Consider the 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).

5. 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.
- ldentify 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.

Scope of work:
The Final evaluation is to consider that a mid-term evaluation has been completed and that the

management of the project has prepared management response to this evaluation and to a certain
degree, tailored further activities in the project taking into consideration the recommendations from
the mid-term 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:

Ownership of the project by the ADS ZhkH 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 ADS ZhkH.

Expected results and payments:
The key product expected from the final evaluation is a comprehensive analytical report in English

and Russian that should, at least, include the following contents:

Please note that some of the categories in the findings and conclusions need to be rated in conformity
with the GEF guidelines for final evaluations.
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1. Executive summary

Brief description of the project
Context and purpose of the evaluation

Main conclusions, recommendations and lessons learned
Introduction

2.

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

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

4. Findings and Conclusions

In addition to a descriptive assessment, all criteria marked with (R) should be rated using the

following divisions: Highly Satisfactory, Satisfactory, Marginally Satisfactory, Unsatisfactory

4.1. Project Formulation
= Conceptualization/Design (R). This should assess the approach used in design and an

appreciation of the appropriateness of problem conceptualization and whether the selected
intervention strategy addressed the root causes and principal threats in the project area. It
should also include an assessment of the logical framework and whether the different project
components and activities proposed to achieve the objective were appropriate, viable and
responded to contextual institutional, legal and regulatory settings of the project. It should
also assess the indicators defined for guiding implementation and measurement of
achievement and whether lessons from other relevant projects (e.g., same focal area) were
incorporated into project design.

Country-ownership/Driveness. Assess the extent to which the project idea/conceptualization
had its origin within national, sectoral and development plans and focuses on national
environment and development interests.

Stakeholder participation (R) Assess information dissemination, consultation, and
“stakeholder” participation in design stages.

Replication approach. Determine the ways in which lessons and experiences coming out of
the project were/are to be replicated or scaled up in the design and implementation of other
projects (this also related to actual practices undertaken during implementation).

Other aspects to assess in the review of Project formulation approaches would be UNDP
comparative advantage as IA for this project; the consideration of linkages between projects
and other interventions within the sector and the definition of clear and appropriate
management arrangements at the design stage.
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4.2. Project Implementation

= Implementation Approach (R). This should include assessments of the following aspects:
(i) The use of the logical framework as a management tool during implementation and any
changes made to this as a response to changing conditions and/or feedback from M and E
activities if required.

(ii) Other elements that indicate adaptive management such as comprehensive and realistic
work plans routinely developed that reflect adaptive management and/or; changes in
management arrangements to enhance implementation.

(iii) The project's use/establishment of electronic information technologies to support
implementation, participation and monitoring, as well as other project activities.

(iv) The general operational relationships between the institutions involved and others and
how these relationships have contributed to effective implementation and achievement of
project objectives.

(v) Technical capacities associated with the project and their role in project development,
management and achievements.

= Monitoring and evaluation (R). Including an assessment as to whether there has been
adequate periodic oversight of activities during implementation to establish the extent to
which inputs, work schedules, other required actions and outputs are proceeding according to
plan; whether formal evaluations have been held and whether action has been taken on the
results of this monitoring oversight and evaluation reports.
= Stakeholder participation (R). This should include assessments of the mechanisms for
information dissemination in project implementation and the extent of stakeholder
participation in management, emphasizing the following:
(i) The production and dissemination of information generated by the project.
(ii) Local resource users and NGOs participation in project implementation and decision
making and an analysis of the strengths and weaknesses of the approach adopted by the
project in this arena.
(iii) The establishment of partnerships and collaborative relationships developed by the project
with local, national and international entities and the effects they have had on project
implementation.

(iv) Involvement of governmental institutions in project implementation, the extent of
governmental support of the project.

Financial Planning: Including an assessment of:
(i) The actual project cost by objectives, outputs, activities
(ii) The cost-effectiveness of achievements
(iii) Financial management (including disbursement issues)
(iv) Co-financing >

Sustainability. Extent to which the benefits of the project will continue, within or outside the project
domain, 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,
mainstreaming project objectives into the economy or community production activities.

Execution and implementation modalities. This should consider the effectiveness of the UNDP
counterpart and Project Co-ordination Unit participation in selection, recruitment, assignment of
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experts, consultants and national counterpart staff members and in the definition of tasks and
responsibilities; quantity, quality and timeliness of inputs for the project with respect to execution
responsibilities, enactment of necessary legislation and budgetary provisions and extent to which
these may have affected implementation and sustainability of the Project; quality and timeliness of
inputs by UNDP and GoC and other parties responsible for providing inputs to the project, and the
extent to which this may have affected the smooth implementation of the project.

Results

Attainment of Outcomes/ Achievement of objectives (R): Including a description and rating of
the extent to which the project's objectives (environmental and developmental ) were
achieved using Highly Satisfactory, Satisfactory, Marginally Satisfactory, and Unsatisfactory
ratings. If the project did not establish a baseline (initial conditions), the evaluators should
seek to determine it through the use of special methodologies so that achievements, results
and impacts can be properly established.

This section should also include reviews of the following:

Sustainability: Including an appreciation of the extent to which benefits continue, within or
outside the project domain after GEF assistance/external assistance in this phase has come to an
end.

Contribution to upgrading skills of the national staff

5. Recommendations

= Corrective actions for the design, implementation, monitoring and evaluation of the project
= Actions to follow up or reinforce initial benefits from the project
= Proposals for future directions underlining main objectives

6. Lessons learnt

This should highlight the best and worst practices in addressing issues relating to relevance,
performance and success.

7. Evaluation report Annexes

=  Evaluation TORs

= |tinerary

= List of persons interviewed

= Summary of field visits

= List of documents reviewed

= Questionnaire used and summary of results

= Comments by stakeholders (only in case of discrepancies with evaluation findings and
conclusions)
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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.

The Final 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, MINT, ADS ZhKH, 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.

Evaluation team

The Final Evaluation will be carried out by team of two external consultants:

¢ International consultant - expert on areas of international projects’ monitoring and
evaluation with the focus on climate change, sustainable development, energy efficiency,
particularly in municipal heat and hot water supply, and
¢ National consultant — expert on areas of environmental management, climate change,
energy and energy efficiency.
The evaluation team is responsible for the successful completion of the evaluation and finalizing the

Final Evaluation report.
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 sector and energyefficiency policies and regulation in Kazakhstan;

= Demonstrable analytical skills;

=  Work experience in relevant areas for at least 10 years;
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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 requested information during the evaluation mission. Specifically,

the national expert will perform tasks with a focus on:

Collect necessary information regarding energy sector, renewable energy in Kazakhstan
Review documents and materials available in Russian only;

Participate and provide support (including translation/interpretation when necessary) during
mission

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;

Proof reading of the Russian version.

The evaluation will be undertaken in-line with GEF principles ” :

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 delivery of the project.
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Any previous association with the project, executing agency, the Ministry of Environment, 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.

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.

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: 4 weeks upon a date of arrival to
Kazakhstan with mission.

The report should be submitted to UNDP Country Office in Kazakhstan (to the attention of Mr.

Stanislav Kim, e-mail address: stanislav.kim@undp.org mailing address: 26, Bukey Khan Str.,
010000, Astana Kazakhstan, tel. (+7-7172) 592550

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:

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 Amount

(per cent)

Desk review 5 days for international expert | 50%
(3 days for national expert)

Briefing of evaluation consultants 1 day by the project team and
UNDP
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Field visits, interviews, questionnaire, debriefing | 6 day for international expert (6
days for national expert)

Preparation of draft report, validation of 8 days for international expert | 50%
(6 days for national expert)
preliminary findings with stakeholders through
circulation of initial reports for comments,

meetings and other types of feedback

mechanisms

Preparation of final evaluation report (including | 5 days for international expert
comments) (3 days for national expert)

Working days:

Team Leader (international expert) — 25 working days

National expert — 19 working days
The dates for the in-country mission to Kazakhstan are suggested for 2d half of April 2013.

Responsibility:
The consultant shall present the results in the form of a written report in standard format (as a word

and pdf file and in electronic version) with an executive summary; a draft version of the report is to
be submitted for comments before its finalization.
Presentation should be done in Power Point.

e Reports to the Project Manager and relevant staff at UNDP country office in Kazakhstan.

¢ Ensures timely and quality execution of the Terms of Reference

¢ Ensures unconditional carrying out of requirements of the Contract

Knowledge and skills:
= University degree in the field of economics, energy management, environmental policy or in

related professions;

= 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 sector and renewable energy policies and regulation in Kazakhstan;

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

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

=  Excellent English, communication skills
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Annex 1. List of documents to be reviewed by the Evaluators

Following documents can be used as a basis for evaluation of the project (titles underlined are
available in Russian with an English annotation):

Document

Description

Project document

The Project Document and Revisions

Project reports

Project Inception Report
Annual Progress Reports

Mid-term Evaluation Report

Annual Project Report to
GEF

Project Implementation Reviews (PIRs)

Minutes

Steering group meetings

Meetings with experts, team staff etc.

Other relevant materials:

Financial Audit Reports

Information materials
produced by the project
activities

Management Plans, Project reports and project materials produced by the
project:

1. Kazakhstan housing infrastructure reform: energy efficiency promotion in
municipal heat supply, by L. Melikyan

2. Review of international experience, especially in the EU and transition
countries, on formulation of tariff policy and regulations, legal framework and
standards to encourage the energy efficiency investment to heat supply and
residential multi-apartment buildings, by V.Vlatchkov

3. Analysis of approved regional rules on defining amount and method of
housing categorical aid , by K.Karakulova,

4. Reports on implemented pilot projects in Astana, Almaty and Karaganda sites
which are available on www.eep.kz

Articles in local and international news papers and magazines:

1. The regulatory framework is being developed to attract private investments
to housing and communal services //Website of Prime-minister of Kazakhstan,
www.pm.kz, February 26, 2012 //http://www.pm.kz/news/show/24/-dlja-
privlechenija-chastnyh-investitsij-v-zhkh-razrabatyvaetsja-normativno-

pravovaja-baza/26-02-2012?lang=ru

2. Association of apartment owners: light at the end of the tunnel // “Info-tses”
Newspaper, 03.05.2012// http://www.info-
tses.kz/red/article.php?article=103020
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3. Energy-saving will support the vulnerable population //June 8, 2012
//http://kz.beeca.net/novosti/ee-v-teplosnabzhenii/329

5. Women’s leadership and energy-efficiency // April 20, 2012
//http://kz.beeca.net/novosti/ee-v-teplosnabzhenii/309

6. First results of pilot energy service models in Kazakhstan are announced //
Bnews.kz/ April 4, 2012
http://www.bnews.kz/ru/news/post/71893/?utm source=twitterfeed&utm m

edium=twitter

7. Any small thing can give a significant economic benefit // “Building reporter”
newspaper, 12.09.2011
http://www.svestnik.kz/index.php?option=com content&view=article&id=175:
2011-12-09-09-37-23&catid=2:2011-06-21-06-05-46&Itemid=20

8. Heat meters save up to 30 KZT per square meter // Bnews.kz //May 15, 2012,
http://www.bnews.kz/ru/news/post/77383/

9. An expert called Kazakhstan “an energy-wasteful” state //”Panorama”
newspaper» 11.18.2011 r.
http://panoramakz.com/index.php?option=com content&task=view&id=13273

10. Revolving funds will create efficiency // http://e-

audit.kz/index.php?option=com content&view=article&id=1:effect-sozd-
fondy&catid=47:2011-10-01-13-41-00&Itemid=66

*Most of the project information is available on www.eep.kz
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