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I. SUMMARY AND HIGHLIGHTS

This period of April — June 2012 represents the third quarter of the Central Asian Energy
Efficiency Support Project (CAEESP). The project team continued to build upon the
momentum of the stakeholder consultation efforts of Task | and the CAEESP Roundtable in
Astana entitled “Energy Efficiency in Public and Private Sectors: Practical Approaches and
Methods.” The March 2012 roundtable included a broad representation of energy efficiency
public and private sector stakeholders. Ongoing outreach and stakeholder meetings and site
visits seek to ensure buy-in and support for the CAEESP objectives and that CAEESP
activities are demand-driven, address current energy efficiency priority areas of the
Government of Kazakhstan (GoK), and meet USAID’s immediate and long-term project
objectives under CAEESP to achieve sustainable and tangible results.

Regarding program implementation, by moving forward with a series of training courses
and focused workshops and seminars this quarter, the CAEESP team continued to identify,
plan, and develop cooperative activities with the Ministry of Industries and New Technology
(MINT), Samruk-Kazyna (S-K), Kazenergoexpertise (KEE), Kazakhstan Technical Regulation
Committee (KTRM), the Asian Credit Fund (ACF), and several other stakeholders.
CAEESP also began to extend its reach into the other Central Asian countries during this
quarter.

Several training workshops were conducted this quarter to address some interests and
needs identified during the stakeholder consultations, as follows:

I. General Energy Efficiency Seminar, Astana, May 15, 2012. Requested by KEE, it was
aimed at sharing importance of energy efficiency and information about the law in
Kazakhstan. The target group was identified among various Ministries and
governmental agencies. CAEESP’s German Trofimov, the project expert, prepared a
4-hour presentation, which was delivered at the premises provided by KEE in
Astana.

2. Energy Audit Training, Astana, June 4-7, 2012. The topic was “Technical Aspects of
Energy Auditing,” as focused on residential and non-residential buildings.

3. ISO 50001, Energy Management Systems (EnMS) Training, Astana, June 18-21, 2012.
This was a combination of a workshop and practical site visit, with participation from
the Kazakhstan Technical Regulation Committee, KEE and others. Topics discussed
during this sessions included: Fundamentals of ISO 50001/EnMS; Implementation of
ISO 50001/EnMS; Auditing of ISO 50001/EnMS; and application of basic auditing
techniques on site visits.

4. Introduction to Energy Management Systems (EnMS), Almaty, June 22, 2012. This was a
I-day open seminar and there were 6 people participating from private companies. It
allowed Mr. Vitaliy Bekker to address specific issues of each company in EnMS
implementation.

On the regulatory support, the CAEESP recognizes the pressure placed on the Ministry of
Industry and New Technologies (MINT) to ‘make operational’ the national law “Concerning
Energy Saving and Energy Efficiency Improvement” (referred to as the ‘Law on Energy
Efficiency’). MINT in turn looks to its agents, such as KEE and KTRM, to help formalize
regulations in support of the new energy efficiency law. The CAEESP connections with KEE
and the KTRM are functioning well. CAEESP is in turn able to respond to this type of
demand by providing a transfer of technical expertise that enables the government side to
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improve their expertise related to these tasks. And as many aspects of the Law on Energy
Efficiency are new in Kazakhstan, this requires them to absorb new information and
techniques in support of policy implementation.

Within the private sector, CAEESP has developed a solid working relationship with the
corporate offices of Samruk-Kazyna Group; again, this relationship is based on co-participative
planning and activities. There is a mutual expectation that this work base will lead to further
and deeper actions, with the ultimate aim of planning for investment into energy efficiency
projects. CAEESP is expanding the approach within the private sector. The CAEESP team
is aware that some private companies have the capital to invest in energy efficiency without
the need to revert to external finance. On June 22, The CAEESP team held a meeting with
representatives from four companies, including Arcelor Mittal. The aim was to use the
ISO50001 as a means of developing connections within the private sector in order to test
the need for investment into energy efficiency projects. CAEESP is also making direct
contacts with Samruk Energo as well as the mining and metals sector. The purpose is to
stimulate interest in ISO50001 and discuss the analytical services into energy efficiency
technical and management processes that can be offered under CAEESP.

On the program operations and administration side, during this quarter, project legal
registration was completed, in compliance with all relevant Kazakhstan laws and regulations.
CAEESP was supported locally by the GRATA Law Firm. The CAEESP project office
became fully functional, with long-term visa issues, bank accounts, and related project needs
that were dependent on registration able to be addressed to further project administration
capacity. Additional recruiting of local staff, particularly for a technical program officer and a
part-time grants program manager, began and expect to be finalized early 4™ quarter.

To help sustain project training and capacity building activities, the CAEESP team
continues to seek ways to institutionalize the training programs’ knowledge base and
materials by exploring potential partnerships with local universities and organizations such
as the Central Asia Regional Environmental Center (CAREC) to serve as future training
centers or places that can house the variety of training materials, EE best practices, and EE
experts for future program activities. The CAEESP team has met, for example, with
research teams based in universities in Almaty and Astana discussing their energy efficiency
research themes and progress, identifying opportunities for them to connect CAEESP EE
experts from ICF. Fostering these types of partnership helps build local expertise and
provides opportunities to introduce international best practices. These local experts can in
turn be potential future trainers of GoK and private sector audiences and therefore sustain
some of the CAEESP activities.

2. PROGRAM IMPLEMENTATION

This section provides a summary of major activities conducted since the delivery of previous
Quarterly Report.

2.1 Summary of Activities Conducted

Task | — Assessment. Task | was substantively completed during the first quarter of the
project but as a program that aims to be demand driven, current, and have buy-in and
support of key stakeholders, the CAEESP continues to build its deeper understanding of the
country’s new energy efficiency law, priorities of key GOK institutions, and opportunities
for leveraging of additional resources and coordination with other ongoing activities. Task |
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will therefore be an ongoing aspect of CAEESP’s implementation and monitoring and
evaluation approach.

Task 2 - Stakeholder Awareness and Education in Energy Efficiency. With
respect to the GOK energy efficiency awareness campaign, the CAEESP team assessed the
state of current efforts, focusing especially on the plans to launch a national energy efficiency
labeling program for electric energy-consuming devices, and identified opportunities for
implementing ICF’s extensive expertise on this topic during Quarter 2 in March 2012.
During the assessment, the CAEESP team, including the subject matter expert, met with
representatives from MINT, KEE, and KTRM, who are involved in this work as dictated by
the Law on Energy Efficiency. Considering the other budget commitments within the
CAEESP project and focusing on maximizing the impact from the work, the CAEESP team
determined an appropriate level of support for the GOK energy efficiency awareness
efforts, both short and long term. A summary of the assessment and an outline of tasks,
which will lead to improved energy savings and GHG reduction, and for which CAEESP
team can provide support, was included in a deliverable report. This report was submitted
to MINT, KEE, and KTRM. The report has been accepted by GOK and the CAEESP team is
set to follow-up with implementation of select tasks.

Energy Efficiency Training during This Quarter. Following is a summary of the four
training sessions during Quarter 3 under CAEESP.

|. The Seminar on General Energy Efficiency was aimed at sharing importance of
energy efficiency and information about the law in Kazakhstan. The target group was
identified among various Ministries and governmental agencies. Mr. German Trofimoyv,
the project expert, prepared a 4-hour presentation, which was delivered on May |5 at
the premises provided by KEE in Astana. The main points that were discussed included
the present energy situation in Kazakhstan, articles of the law on energy saving and
energy efficiency, energy efficiency projects, roles and responsibilities of different
stakeholders, international cooperation on improving energy efficiency in Kazakhstan.
Participants identified further topics of their interest: (1) methods of energy efficiency
measurement in different fields; (2) energy efficiency in residential sector; (3)
International experience of stimulating energy efficiency; (4) legislative norms and
standards related to energy audits, certification of energy auditors; (5) implementation of
energy audits; and (6) measures on implementation of the energy efficiency legislative
norms.

2. The Workshop on Energy Audit was also a response to KEE need to better
understand standards of energy audit in order to create proper certification and
accreditation processes for energy auditors in Kazakhstan. Representatives from Central
Asia were also invited. There were 3| participants, 9 of whom were from Kyrgyzstan,
Tajikistan and Uzbekistan. The seminar was held on June 4-6, 2012, in Astana, and led by
three ICF experts from the Russian Federation: Mr. Aleksey Kholodov (principal
lecturer), Mr. Vitaliy Bekker (industrial sector aspects), and Mr. Andrey Dodonov
(residential sector aspects). Participants found useful the following topics in particular:
(1) modern technologies in industrial and residential sector; (2) energy passport; (3)
energy efficiency in heating systems; (4) energy audit tools; (5) practical examples and
experience in conducting audits; (6) energy saving potential in residential sector; and (7)
costs and economic aspects of energy savings.
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3. The Series on Energy Management Systems and ISO 50001 was targeted at three
groups - governmental sector (which is responsible for standard development), private
companies, and companies from Samruk-Kazyna group. All were conducted in Astana.

o June 18-21, 2012. It was a 3-day seminar and |-day site-visit for governmental
institutions from Kazakhstan and Central Asia. There were 20 participants, 3 of
whom were from Kyrgyzstan. Unfortunately, due to the lack of permission for the
trip to Kazakhstan, 2 participants from Tajikistan and | participant from Uzbekistan
could not take part in the seminar. The seminar’s lecturers, Mr. Yeen Chan and Mr.
Vitaliy Bekker, covered such issues as EnMS basics, its implementation plan, history
of ISO 50001 and ISO audit requirements. The participants had a chance to visit a
rubber recycling plant in order to apply theoretical knowledge on EnMS
implementation.

o June 22, 2012. It was a |-day open seminar focused on private companies. It allowed
Mr. Vitaliy Bekker to address specific issues of each company in EnMS
implementation.

Task 3 - Energy Efficiency Project Development and Financing. Within the actions
to stimulate investment into private sector energy efficiency projects, CAEESP has
developed a three phase structured approach to this task: (l) private sector/industry; (2)
housing sector; and (3) municipal services sector.

With respect to industry, the relatively new standard ISO50001 is being introduced into
Kazakhstan as a mandatory standard. Under CAEESP, the team is able to offer training for
ISO50001 that is planned to lead into deeper analytical work at the facility level on the
industrial energy efficiency of industrial production processes and management systems.
CAEESP experts are also able to propose investment grade energy efficiency solutions at
specific industrial facilities and help facilitate private financing in the sector. For example, our
recent information is that the Asian Development Bank (ADB) is to provide a financing
facility to a minimum of $300M, engineered specifically for this outcome.

In Kazakhstan, CAEESP now has a relationship with the Samruk Kazyna Corporate Group.
The aim is to find energy efficiency investment projects within two nominated pilot plants
within the group. S-K prefers to nominate pilots after ISO training in order to find our
which companies are more keenly interested to go to the next level of analysis. In June we
conducted a first ISO training to mid-level managers from a range of companies within the
Group, and at the time of writing we are waiting for a response from the Corporate Office.
Certainly the interest level amongst participants was very high, but the discretion of this
level of manager to take the level of decision required is doubtful. CAEESP also arranged a
second meeting on ISO50001 for the private sector, and met with representatives from four
larger companies operating in Kazakhstan, each of whom expressed an interest to take
cooperation to the next level.

On the housing sector, CAEESP’s connections with the State Agency for Construction
Housing and Utilities has not yet led to a joint collaboration, with efforts to arrange for
meetings to discuss working on three nominated towns not resulting in fruitful discussions
during this quarter. A new senior management has been place in this Authority, and in our
meeting with this new team it quickly became clear the new management had little interest
in cooperation. The CAEESP team will revisit its strategy in this sector and will consult with
USAID to discuss potential plans moving forward.
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At the municipal level, there is a legislative demand for municipal authorities to define and
operationalize energy management plans. CAEESP consulted with municipal authorities in
the town of Aksu, outside of Pavlodar in north-eastern Kazakhstan, and in Almaty. Aksu
‘Akimat’ (office of the mayor) is interested and we are about to propose to them how we
can assist form a municipal energy efficiency plan. Although Almaty was interested and
interesting, two factors intervene: first, Almaty is mid-way through its five year plan, though
it is reviewing this now, and is offering this work to tender; second, it would seem that the
magnitude of work required to contribute to a city of this size is outside of the scope of this
project, particularly given the range of other commitments already within the CAEESP. The
CAEESP team also met with the Director of a public hospital located in the outer suburbs of
Almaty. The aim is to provide an energy efficiency audit to his public facility in order that its
investment in the next round of budget funding can be partially directed towards energy
efficiency investments. CAEESP is exploring plans to support a full audit before the hospital
prepares its next budget proposal to the local authority; the Director is to make a proposal
to the program to effect this work.

Regarding cooperation with the Asian Credit Fund (ACF), the CAEESP team continued
to explore collaboration opportunities with the ACF, holding several meetings this quarter
to discuss the range of mechanisms available to assist the ACF in its energy efficiency loan
evaluation tasks. Among the areas of cooperation is that CAEESP will provide a quick and
simple scorecard mechanism for loan officers; quick and simple because the transaction cost
associated with a loan (typically less than $3000 USD) must be small. In a second event, the
program will now provide indirect funding to the ACF via the Habitat for Humanity program.
In essence, CAEESP will sub-contract Habitat to provide additional training to ACF loan
officers. And it is planned that each training action will occur in August.

Task 4 - Support for Private Sector Energy Efficiency Service Providers. One
element which forms a part of the CAEESP work in this quarter has been to support the
deepening of an understanding about of energy audits and the implications of implementing
the ISO 50001 standard on the private sector side. In this quarter, CAEESP conducted
workshops principally for KEE and KTRM, but also attended by other governmental agencies
in order to support their actions as government and / or quasi-governmental functionaries.
Although the Ministry seems confident about implementing the ISO standard, the CAEESP
team’s assessment is that much further work will be required in conjunction with these
organizations before any such policy can be said to be functioning well. CAEESP will propose
additional actions to support these policy directions. The team also organized a one-day
session designed to explain for non-technical representatives of the Administration the aims
of an energy efficiency policy and its consequences.

Two tasks identified under the previous second Quarterly Report - on Tariff policy
assessment and on support to the formation of an energy audit accreditation agency - are
on hold, at the request of KEE.

Task 5 - Regional Analysis and Recommendations. Because CAEESP is a regional
program, representatives from other central Asian countries were invited to each of the
energy audit and ISO events recently held in Astana this quarter, where Uzbekistan,
Tajikistan and Kyrgyzstan representatives were in attendance. And we have also held
meetings with other regional organizations to explore cooperative opportunities, such as
the Central Asia Regional Environmental Center (CAREC), that have offices and ongoing
programs in other Central Asian countries; they have provided contacts within the Central
Asia region and will introduce the CAEESP team to relevant members of their regional
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networks for pending activities such as the CAEESP small grants program and leveraging
experiences in Tajikistan to support a joint activity with the ACF in Kazakhstan on EE
finance.

2.2  Administration and Staffing

Company registration has been completed and the project office is fully functional.
Otherwise, there are no outstanding or untoward issues in this sphere. The team continues
to recruit for a local technical energy efficiency expert and has identified an early strong
candidate. In addition, with the development of a small grants program, the team is
conducting a search for a grants manager consultant to help implement and monitor the
program.

A number of short-term technical assistance (STTA) from ICF’s team in Moscow, London,
and the US. traveled to Kazakhstan this quarter, for training and related project
implementation. These included Vitaliy Bekker, Yeen Chan, Aleksey Kholodov and Andrey
Dodonov. Home Office Project Director Hoai Huynh and Program Manager Laura Bell also
traveled to Almaty in late June 2012 to work with the team on project management and
operational issues, including having a briefing with USAID staff.

2.3 Problems Encountered During Quarter

Challenges remain in gaining interest and cooperation from the National Housing Authority,
which impacts the ability to move forward on the EE activities for the housing sector.
Moreover, without the support of a national body or association — that often dictates policy
and decisions to the sub-national level - it is more difficult to create contacts with regional
organizations. The CAEESP team will continue to work with the new senior management
staff at the Authority over the next quarter to seek opportunities for collaboration.

3. PROGRAM COORDINATION

The CAEESP has good contacts with other programs in Kazakhstan and within key
government organizations and in the IFI community. Routine efforts to identify
opportunities for coordination are conducted and donors such as UNDP and ADB are
invited to events and key meetings as appropriate to encourage coordination. There is still
a need to strengthen contacts outside of Kazakhstan. And work continues to extend the
program within Kazakh regions.

4. MONITORING AND EVALUATION

The CAEESP’s monitoring and evaluation efforts are in line with the framework of the
Performance Monitoring Plan (PMP) submitted in Quarter I. As program implementation
proceeds, the team will track and monitor its training and capacity building activities to
measure against targets developed for the PMP. CAEESP has conducted five training and
workshop sessions for participants across GoK agencies, financial and industrial sectors on 2
main subjects; energy audits and ISO 50001 Energy Management Systems (EnMS). On energy
audits, one training session was customized towards a group of auditors, with various level
of auditing experience, intending to engage in further auditing activities in support of the
implementation of the Law. The training covered technical topics on energy audits of
residential and non-residential buildings. On ISO 50001 EnMS, CAEESP customized 4
separate training/workshop sessions for 3 different groups of delegates; (|) government
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agencies; (2) industrial sector; (3) financial sector. The training and workshop were
customized towards the subject of ISO 50001 EnMS including topics on fundamentals of ISO
50001, implementation of ISO 50001 and auditing of ISO 50001. A site visit was conducted
with delegates from the government agencies to apply basic auditing techniques over the
training and workshop.

The table below provides an overview of the participants in the various CAEESP
roundtables, workshops, and training activities to date.

CAEESP Seminar and Training Participants
Date | Training Session total female | male | GoK Private | NGO | Int’l CAR
3/14 Round Table on 53 I8 35 27 I8 I 7 0
Energy Efficiency
5/15 Basics of Energy 13 4 9 13 0 0 0 0
Efficiency Issues in KZ
6/4- Energy Audit 31 8 23 28 2 I 0 9
6/6
6/18- | EnMS. ISO 50001 20 9 I 19 0 I 0 3
6/21 (target - Gov.
Structures)
6/22 EnMS. I1SO 50001 6 2 4 I 5 0 0 0
(target - private
comp.)
712- EnMS. I1SO 50001 17 7 10 2 I5 0 0 0
7/3 (target - Samruk-
Kazyna)
5. FINANCIAL INFORMATION
For the third quarter of the project, the budget summary follows, prepared to align with

budget categories in the Cooperative Agreement:
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6. PLANS AND SCHEDULE FOR NEXT QUARTER

Task 2 - Awareness: A report on raising energy efficiency awareness through a
comprehensive national energy efficiency labeling program for electric energy-consuming
devices was presented to the GoK in Quarter 3. The report was followed up with an
invitation to proceed to the implementation phase of the CAEESP support.

e The CAEESP team, including the subject matter expert on labeling programs, will
start work in mid-July to implement the short-term tasks related to the existing
energy efficiency labels (Tasks A.l and A2 in the report), support general
development of energy efficiency awareness for electric energy-consuming devices
(Task B.5), and begin implementation of agreed long-term tasks (Tasks B.1-B.4). This
support will propel the government’s energy efficiency awareness campaign by
increasing general public awareness of energy efficiency via eco-labeling and ensure
that Kazakhstan’s upcoming national labeling scheme maximizes its potential for
energy savings and GHG emission reduction.

e CAEESP will also plan and conduct a seminar/workshop focused on an “energy
efficiency technologies” targeted at inviting national universities.

Task 3 - Energy efficiency project development and financing facility:

e Following the introductory sessions with ACF (June), a full training for loan officers
will be held in August. A further training course for ACF loan officers,
subcontracted to Habitat for humanity is to be executed in August; the subcontract
will be in put into place before the session.

e We conducted a preliminary analysis of a hospital outside of Almaty (May 2012) with
the aim of providing advice on improving energy efficient practices. The Director will
request assistance from USAID and it is expected that a full analysis will be
conducted this coming quarter.

e Finalize details for cooperation with two facilities under the Samruk Group to
conduct deeper analysis on energy efficiency opportunities.

e Target other private sector companies — aim of developing sessions on ISO standard
and potentially deeper energy efficiency management analysis

e Maintain close liaison with current and upcoming work programs of the IFI
community in Kazakhstan and the Central Asia region

e An event (planned for August) to introduce medium-sized municipal authorities to
aspects of energy planning, including demand management

e An event (planned for August) targeted at regional electricity power companies to
introduce them to consumer demand management techniques

e Following the municipal authorities event, CAEESP will work with up to three
municipalities in order to provide assistance in the formation of energy planning
strategies

e Following the e-suppliers event, CAEESP plans to offer deeper training to these
power providers in DSM planning.

Task 4 - Support for private sector energy efficiency service providers:

e We plan to follow-up earlier training to the government on ISO50001 with further
supports to the government. This is aimed at assisting the Administration to
optimally implement the new standard.
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e Prepare plans to assist the national power supervision authorities (MINT/KEE) to
shape the professional community (association) of energy auditors and to implement
the necessary professional work standards, including a certification scheme.

Task 5 - Regional analysis and Recommendations:

o CAEESP will invite regional representatives from other Central Asian Republics to public
events operated under CAEESP

e Arrange a meeting with the Habitat organization in Dushanbe, using the opportunity to
meet with other organizations having interesting and relevant projects in the country
(e.g. GIZ); meet with government counterparts; and as a means to publicize the
forthcoming Grants Program.

e Prepare plans to conduct a fact-finding mission to other Central Asian Republics and
develop an analysis based on results of fact-finding missions and prepare
recommendations for market and policy framework development to improve conditions
for energy efficiency investments in Uzbekistan and Kyrgyzstan.

The CAEESP Small Grants Program is under preparation, with a total of $95,000 USD
for the grants pool. The operational plan is to prepare three calls at intermittent periods
during the program cycle, targeting launching the program in September 2012, allowing
grant-based work to be completed by the completion of the CAEESP period. The themes of
work to be financed are to be prepared in conjunction with the interests of the CAEESP. A
Grants Review Committee will be formed to select the final grant recipients. We shall also
plan to hire a part-time local assistant to support this facility
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