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I T H A M  & WATKINS 

COMMENTS OF LEGAL WORKING GROUP ON ENERGY EFFICIENCY 
ON THE USE OF A RUSSIAN DRAFT ENERGY EFFICIENCY LAW 
AS A BASIS FOR DEVELOPING AN ENERGY EFFICIENCY LAW 

FOR THE GOVERNMENT OF KAZAKHSTAN 

At the request of the Kazakhstan Mlnlstry of Energy and Coal 
Industry (MOE&CI), the Legal Worklng Group on Energy 
Ef f lclency (LWG) has revlewed and 1s provldlng ~ t s  comments 
on a Russlan draft energy efflclency law, whlch was 
presented to the Russlan Councll of Mlnlsters In 1993 

The MOE&CI has expressed an Interest In uslng thls Russlan 
draft energy efflclency law as a basls for developing an 
energy efflclency law for Kazakhstan We have undertaken a 
detalled revlew of thls draft law and consulted wlth experts 
lnvolved In the development of energy efflclency measures In 
other countries Based upon these efforts, we have 
concluded that the Russlan draft law has substantlal 
deflclencles and should not be used as a model for an energy 
efflclency law for Kazakhstan 

The Russlan Draft Energy Efflclency Law 
Should Not Be Used As A Model For Kazakhstan 

The most crltlcal problem wlth the Russlan draft law 1s that 
~t relles upon regulatlon and enforcement Instead of market 
mechanisms to Increase energy savlngs We belleve thls 1s the 
wrong approach We recommend that the Government of 
Kazakhstan (I1GOK1l) rely upon the competltlve market whenever 
possible, Instead of government regulatlon, to promote energy 
efflclency To lncrease economlc efflclency, the focus should 
be on maklng the market more competltlve, not lncreaslng the 
role of the government to develop and enforce regulations to 
restrlct energy use Thls 1s consistent wlth the terms of the 
European Energy Charter Treaty (to whlch Kazakhstan 1s a 
signatory), whlch provldes that the slgnatorles shall work to 
I1allevlate market dlstortlons and barrlers to competltlon1I 
(Artlcle 6, para 1) 



The most important step necessaryto achleve energy efflclency 
1s through energy prlce reforms Permlttlng energy prlces to 
rlse to market-levels (or at least to marglnal cost-levels) 
would glve proper lncentlves to customers and producers to act 
efflclently The Russlan draft law 1s severely deflclent 
slnce lt lgnores prlce reforms 

We have substantlal concerns about many other aspects of the 
Russlan draft law, and recommend agalnst uslng the Russlan 
draft energy efflclency law as a model We recommend that the 
GOK avold the lmposltlon of penalties and avold the grantlng 
of subsldles ln the development of Kazakhstan's energy 
efflclency law Instead, the GOK should seek to ellmlnate 
exlstlng barrlers to competltlonthat would otherwise stagnate 
Kazakhstan's evolution to a market-based energy sector Our 
more speclflc concerns are set forth In the attached Appendlx 
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We hope that we can work together wlth the GOK from May 2 
through May 8, 1995 to develop a new concept paper for the 
development of an energy efflclency law for the GOK, based 
upon the following market prlnclples (a) energy prlces 
should reflect market value (or at least marglnal cost), (b) 
energy consumption needs to be metered, and (c) energy 
efflclency measures/technolog~es need to be supplled by 
multlple and dlverse sources 
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APPENDIX 
DETAILED COMMENTS ON RUSSIAN DRAFT ENERGY EFFICIENCY LAW 

The Draft Russian Enerav Efficlencv Law IS outdated. 

As a prellmlnary matter, we have recently determined that the 
draft energy efflclency law that the Kazakhstan MOE&CI 
presented to the LWG for ~ t s  renew 1s not the most recent law 
on energy savlngs that has been introduced In the Russlan 
Duma Thls draft law has slnce been replaced by a different 
energy savlngs law that 1s In Committee In the Russlan Duma, 
but has not yet been read to the Duma '/ 

2 The Russlan Draft Law adds substantlal regulatory burdens 
wlthout addressing the prlmary method of lncreaslng energy 
efflc~encv - -  comaetltlon. 

The prlmary problem wlth the Russlan draft law 1s that ~t 
relles upon lnstltutlonal and bureaucratic means to resolve 
competltlve problems In other words, the Russlan draft law 
approaches energy efflclency as something that can be 
Increased through Increases In governmental regulation and 
control (e g , by settlng energy efflclency standards and 
lmposlng penalties for noncompl~ance), whlle lgnorlngthe most 
effect~ve method of lncreaslng energy efflclency - -  
strengthening the competltlve markets for energy producers and 
consumers 

We do not belleve that the approach In the Russlan draft law 
1s the most effective way for the GOK to lncrease energy 
efflclency In Kazakhstan The creatlon and enforcement of 
government-lmposed standards for energy efflclency would 

" Notwlthstandlng the differences between the two draft 
Russlan laws, thls crltlque remalns a worthwhile exercise, 
as the GOK has expressed an lntentlon to rely as much as 
posslble on thls Russlan draft law and has asked us to 
prepare thls crltlque 



undoubtedly add slgnlflcant bureaucratic costs to the GOK and 

may not slgnlflcantly or effectively alter the behavlor of 
energy producers and consumers to act efflclently Rather, 
lmposlng standards and penaltles such as the ones Included In 
the Russlan draft law motivates energy producers and consumers 
to circumvent those standards and penalties whenever posslble 
If such a scheme were adopted ln Kazakhstan, thls could, ~n 
turn, lncrease the potentlal for abuse of authority, and could 
lmpalr (~nstead of enhance) the efforts of the GOK to Increase 
competltlon 

The most effective way to change the behavlor of energy 
producers and consumers 1s by lncreaslng competltlon through 
the ~ntroductlon of competltlon rn energy production and 
consumption Increasing competltlon requlres prlvatlzlng 
major energy producers and consumers and openlng markets, 
lncreaslng energy prlces to levels that represent the cost of 
energy plus a reasonable prof lt, and attracting forelgn 
capltal investment However, the Russlan draft law does not 
address these goals 2' 

a An energy efflcxency law should establish standards for 
measuring energy consumpt~on, but should not mandate 
other standards 

The Russlan draft energy efflclency law Includes numerous 
provlslons that develop and Implement standards for energy use 
and energy ef f lclent technology that we belleve should be 
modlfled and/or clarlfled 

Sectlon IV provldes that energy efflclency standards would be 
established for vlrtually all devlces that consume electrlclty 
and other forms of energy There are a number of aspects of 

21 The Russlan draft law states ln Sectlon I that ~t would 

comblne "regulation wlth market mechanlsmsu to effect 
improvements In energy efflclency However, the LWG news 
the draft law as virtually exclusively utlllzlng regulatory 
means to change the behavlor of energy producers and 
consumers 
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the standardlzatlon procedure In the draft law that we belleve 
are lnapproprlate and/or that need clarlflcatlon 

Flrst, the law does not clearly dlstlngulsh between dlfferent 
types of standards (a) standards for measurlng energy use 
(1 e , through metering) , (b )  standards for measurlng energy 
efflclency (1 e , through creatlon of lndlces that measure 
energy efflclency for dlfferent products), and (c) standards 
of behavlor (1 e , restrlctlons/prohlbltlons on the use of 
certaln technologles that are determlned to operate below 
designated levels) The Russlan draft law employs all three 
standards 

We agree that lt would be useful to have a government agency 
work wlth lndustry groups to determine standards for the 
measurement of energy consumption, prlmarlly through the 
lnstallatlon of meters Meterlng that accurately reflects 
energy use 1s consistent wlth the compet~t~ve prlnclples 
described above and sends the rlght prlce slgnals (1 e , 
~ncentlves) to energy consumers and producers 

However, we dlsagree wlth the Russlan draft law's 
establlshment of standards for measurlng energy efflclency and 
standards for behavlng efflclently As to measurlng energy 
efflclency levels, lt 1s dlfflcult to gauge the energy 
efflclency levels of dlfferent technolog~es/products Most 
energy efflclency measures have numerous variables and are not 
conducive to the establlshment of generally applicable 
standards of energy efflclency measurement 

As to changlng the behavlor of consumers and producers, we 
dlsagree wlth a leglslatlve approach that attempts to adopt 
and enforce standards for behavlng efflclently Such an 
approach would requlre value judgments to be made about 
dlfferent energy uses and technologles (e g , that the 
standards would apply for the llfe of the product and that 
certaln technologles would be determlned to be the "leadlngU 
technologles agalnst whlch all others would be measured) 
Contrary to the provlslons In the Russlan draft law, we 
belleve that the market (and not the government) should 
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provlde lncentlves for consumers and producers to act 
efflclently 

Second, the standards of measurement In the Russlan draft law 
are determined unllaterally by governmental authorltles, and 
do not provlde mentlon the need to obtaln lnput from lndustry 
and consumer groups We belleve that lndustry and consumer 
groups should be consulted before any standards are 
established 

Thlrd, the governmental agency should not be charged wlth the 
sole lmplementatlon and enforcement of these standards 
Instead, we belleve that the governmental agency should, 
whenever possible, leave the enforcement and lmplementatlon of 
standards of measurement to lndustry and consumer groups 
(whlch wlll themselves have lncentlves to prevent 
mlsrepresentatlon of energy efflclency ~nformatlon) 
Government involvement In lmplementatlon and enforcement would 
be llmlted to circumstances such as those lnvolvlng safety 
conslderatlons 

Fourth, there are certaln aspects of the standardlzatlon 
provlslons of Sectlon IV that are unclear and terms that are 
undefined Artlcles 16 and 17 provlde that certaln standards 
would be l'blndlng" and certaln other standards ~recommendedu, 
but do not explaln how such a determlnatlon would be made or 
the effect of such a dlstlnctlon It remalns unclear whether 
"blndlngl' standards would restrlct the manufacturer's ablllty 
to produce and sell products that are below certaln standards, 
but thls would have to be clarlfled Nor does the draft law 
speclfy whlch products are Intended to have "blndlngN 
standards and whlch products are lntended to have 
vrecommendedu standards 

b An energy efflclency law should not mpose penalties or 
sanctions based upon levels of eneray consum~tlon 

The Russlan draft law lncluded numerous provlslons for 
monltorlng lndustrles and other energy consumers for 
efflclency Artlcle 24 provldes that governmental 



I 
8 THAM & WATKINS 

I 
I 
I 
I 
I 
u 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 
I 

organlzatlons are empowered to monltor and enforce the 
"rational and efflclent use of fuel and energy resourcesn and 
compliance wlth federal and reglonal standards for energy use 
Artlcle 6 contemplates that reglonal energy efflclency 
agencles would have the a u t h o r l t y t o  lmpose economlc sanctlons 
"and admlnlstratlve llablllty for lrratlonal use of energy 
resources Artlcle 25 glves the government the rlght to 
Impose economlc sanctlons on entltles that fall to ablde by 
energy efflclency standards Artlcles 34 and 35 provlde for 
crlmlnal and clvll llablllty for vlolatlons of particular 
energy efflclency pollcles Thls approach 1s lnconslstent 
wlth a market-orlented approach to encouraging energy 
efflclency We recommend that the GOK exclude from an energy 
efflclency law provlslons that mentlon "lrratlonal usew or 
call for sanctlons or other penalties 

c Governmental functions In energy efflc~ency should be 
llrnlted to recommendlng pollcy and providing/collecting 
lnformatlon 

Sectlon I1 of the draft Russlan energy efflclency law 
establishes federal and reglonal energy efflclency bodles to 
develop energy efflclency pollcy, approve energy efflclency 
programs, Implement energy efflclency measures, and lmpose 
sanctlons for lrratlonal energy use Almost all of these 
functlons can and should be performed by nongovernmental 
entltles wlthout governmental lnterventlon 

Based on our experience wlth energy efflclency programs In 
other countries, ~t 1s our oplnlon that federal and reglonal 
energy efflclency agencles should be lrmlted to two major 
functlons (1) recommendlng pollcy modlflcatlons, and ( 2 )  
providing/collecting lnformatlon 

Flrst, agencles should recommend modlflcatlons to pollcy that 
would lncrease energy efflclency through competltlve means 
Based on lnput from lndustry and consumer groups, these 
agencles should make recommendatlons for changes to laws and 
regulations to facllltate the ablllty of ~ndustry/consumersto 
take advantage of energy efflclent technologies 
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Second, as stated In Sectlon 2 b above, government agencles 
could provlde a transltlonal role of accumulating and 
dlssemlnatlng lnformatlon about energy efflclency (1 e , 
lnformatlon about energy efflclency methods, standards and 
products) The agencles should asslst non-governmental 
entitles to establish lndustry and consumer groups that would 
ultimately take over thls role 

d. The marketplace (and not the Government) should determine 
enercrv efficiencv wriorities 

The Russlan draft energy efflclency law provldes that the 
federal and reglonal energy efflclency authorltles shall 
develop and Implement energy efflclency programs However, 
the draft law does not descrlbe what these programs would 
entall To the extent that such programs Involve the 
lmplementatlon and enforcement of energy efflclency policy, we 
belleve that such declslons should be glven to lndlvlduals and 
businesses (1 e , the marketplace) whenever posslble 

3 An energy efflclency law should not rely upon government- 
controlled dedlcated energy savlngs funds to support the 
aovernment's enerav efflc~encv ~ o l ~ c l e s  

Artlcle 7 of the Russlan draft energy efflclency law proposes 
the creatlon of one federal-level and many regional-level 
dedlcated energy savlngs funds to flnance governmental energy 
ef f lclency pollcles and programs The existence of a 
dedlcated energy ef f lclency fund lmplles that a value judgment 
has been made that energy efflclency 1s more important than 
other uses of capltal, and should somehow recelve speclallzed 
treatment If, In fact energy ef f lclency 1s a good investment 
(and there are many lndlcatlons that ~t IS), thls should be a 
functlon that the market assumes, through both flnanclal 
~nstltutlons, electrlc utllltles and suppliers of energy 
efflclency technology Energy users wlll be encouraged to 
Invest In energy prolects as energy prlces rlse to economlc 
(1 e , market or marglnal cost) levels 
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Based on the experience of energy efflclency funds In other 
countries, we have found that these funds tend to dram the 
government and the prlvate sector of valuable capltal 
resources (through taxatlon on energy consumers) and tend to 
be lnefflclent, compared wlth alternatlve forms of flnanclng 
that are available through the prlvate sector Furthermore, 
the creatlon of a number of new agencles wlth overlapping 
r]urlsdlctlons would promote the growth of bureaucracy and 
create the potentlal for abuse of governmental authorlty 

For these reasons, we do not recommend that the GOK develop 
dedicated funds to flnance energy eff~c~encypro~ects/programs 
on elther a federal or reglonal level Below are some of the 
speclflc deflclencles of the energy savlngs fund provlslons In 
Sectlon I11 and suggested alternatlve mechanisms 

a The Russlan draft law does not lnclude proper 
restrlctlons on the authorltv of the funds 

Nowhere In Artlcle 7 of the Russlan draft law 1s there any 
lndlcatlon of the functlon of the energy savlngs funds or what 
government entitles, lf any, the funds must report to on the 
federal or reglonal level Although the purpose of the funds 
IS nominally to implement federal and reglonal energy savlngs 
programs and pro~ects, thls stated purpose does not establish 
an obllgatlon on the part of the funds to follow the 
dlrectlons of any government authorlty As thls draft law 1s 
wrltten, each of these funds could formulate ~ t s  own strategy 
to promote federal and reglonal objectives wlthout virtually 
any governmental overslght Wlth a substantlal budget and no 
overslght, substantlal portlons of the funds would llkely be 
expended In bureaucratic costs, and the funds could lncrease 
the potentlal for abuse of governmental authorlty 

Leglslatlon that creates and empowers new agencles should also 
provlde for thelr supervlslon and control Thls 1s not a 
matter that 1s properly left to the future resolution of 
undetermined authorltles Wlthout proper supervlslon or 
restrlctlon, the admlnlstratlon of the funds have the 
potentlal of multlplylng In slze and consuming an ever-greater 
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proportion of thelr f lxed revenues to pay thelr own lncreaslng 
expenses 

b. The establishment of the funds in the Russlan draft law 
would be burdensome and the funds are not llnon-budgetlt 

The draft law refers to the funds as "non-budgetn agencles 
Thls term hlghllghts the fact that the funds would not rely on 
annual approprlatlons from the federal budget for fundlng 
The justlflcatlon for thls lntended non-budget status 1s 
unclear from the text of the draft law What 1s clear 1s that 
(a) the draft law does, In fact, rely on government 
approprlatlons and a serles of new taxes that would burden 
both the energy sector and consumers at large, and (b) the 
fund 1s not, In fact, l1non-budgetw 

The funds In the draft law would rely prlmarlly on three 
dlf f erent methods of taxatlon/penalty (1) a three percent 
tax on fuel and energy resources, (11) penaltles for "wasteful 
use of energy resourcesu and (111) low-lnterest loans funded 
by federal and reglonal budgets 

These fundlng mechanisms would have adverse effects on energy 
producers and consumers and taxpayers The lmposltlon of 
taxes and penaltles would have the effect of ralslng the 
marglnal cost of power consumption The creatlon of a fundlng 
mechanism that uses penaltles and loans would also lncrease 
the potentlal for abuse of the government's authority 

Furthermore, the funds are not really "non-budget" Artlcle 
10 of the draft law provldes for the flnanclng of energy 
savlng prolects through a system of state credlts Although 
~t 1s unclear what 1s entalled by these credlts, the language 
"up to 50 percent of the current dlscount rateu seems to 
lndlcate that they are actually government loans Artlcle 10 
states that the credlts would be granted by the funds The 
source of funds for the credlts would be the "Federal and 
republican budgets Ir The system of credlts created by Artlcle 
10 undermines the Idea that the funds would be non-budget 
entltles 
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The draft law provldes for three more sources of fundlng for 
the funds (1) payments for credlts granted by funds, (11) 
prof lts from operatlon and (1x1) voluntary contrlbutlons by 
enterprises Payments for credlts granted by the funds should 
not be considered a source of outslde fundlng These payments 
are merely the repayment of money borrowed from the 
government The flproflts" of the funds are speculative, and 
would not be actual "profltsM I£ the loans were granted at 
subsldlzed ~nterest rates Whlle voluntary contrlbutlons 
could be pursued to fund energy efflclency actlvltles, they 
can not be relled upon as a source of funds 

c The GOK should conslder alternatives to the development 
of dedlcated eneruv efflclencv funds 

As stated above, the functions of the energy savlngs funds can 
and should be performed by the prlvate sector The lendlng 
functlon of the funds - -  supplying loans to ent~tles to 
lncrease energy efflclency wlth short-term returns on 
Investment - -  can and should be provlded by dlverse sources 
that Include electrlc utllltles, domestlc and forelgn lendlng 
~nstltutlons, and suppliers of energy efflclent technology 

a Electrlc utllltles can provlde a vlable alternatrve 
to dedlcated enerav efflclency funds throuah the 
development of demand-slde management 

Measures to lmprove energy efflclency should be regarded as 
alternatives to tradltlonal energy supply Investment ln 
energy efflclency wlll reduce the need for lnvestment In power 
generation plants, In transmlsslon and dlstrlbutlon networks, 
and In fuel supply To the extent that energy efflclency 1s 
lmproved by a customer, the cost of operatlon of the utlllty 
company supplylng the energy wlll be reduced 

For example, I£ an lndustrlal plant replaces one of ~ t s  old 
100 kW electrlc motors (assume 80% efflclency and therefore 
125 kW of electrlc power needed) wlth a modern new hlgh 
ef f lclency 100 kW motor (wlth 90% ef f lclency and therefore 
only 111 kW electrlc ~nput) , the electrlc utlllty company wlll 
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electrlc and gas bllls and to be permitted to seek 
termlnatlon of servlce for nonpayment 

be called upon to provlde about 14 kW less power, and 11% less 
kwh of energy In thls example, the electrlc utlllty company 
galns a beneflt (called avolded costs), slnce lt wlll not be 
requlred to provlde equipment to meet 14 kW of load and wlll 
save 11% of fuel that would have otherwise been requlred 
Soclety wlll also beneflt because there wlll be 11% less 
pollution through power plant ernlsslons 

Some of these savlngs may be passed on to customers through 
utlllty demand-slde management (DSM) programs, whlch have been 
established In many countries to encourage energy efflclency 
improvements In a DSM program, the electrlc (or gas) utlllty 
company works In partnership wlth ~ t s  customers to facllltate 
energy efflclency investments A utlllty company engaglng In 
DSM programs may perform any or all of the followlng roles 

(1) provldlng lnformatlon to ~ t s  customers about energy 
efflclency technologles, and energy savlng 
practices, 

(2) transferring some of the utlllty company's avolded 
costs to the customer, In the form of dlrect 
payments to the customer followlng the lnstallatlon 
of energy efflclency technologles, and/or 

( 3 )  servlng as a bank, loanlng money to ~ t s  customer 
for the flnanclng of the purchase and lnstallatlon 
of energy efflclency technologles, wlth the 
customer repaylng the loan together as part of ~ t s  
perlodlc utlllty blll In order for thls process 
to become effective, a mechanism would have to be 
put lnto place for utllltles to enforce payment of 

We recommend that the GOK encourage energy efflclency through 
the development of voluntary demand-slde management measures 
that beneflt both the utlllty company and the end-user 
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b Enterprises that sell energy efflclent technoloales 
can market themselves to lndustrles by ldentlfvlng 
sulck returns on investment from the ~nstallatlon 
of enersv efflclent mechanlsms 

If a vlable lndustrlal user of energy can effect substantlal 
energy savlngs In the short-term but does not have sufflclent 
capltal resources to purchase and lnstall the energy efflclent 
technology, the seller of the technology can sell and lnstall 
the technology on credlt based upon projections of savlngs and 
other sufflclent flnanclal credlts 

4 Tax preferences for energy efflc~ency measures are 
lnconslstent w ~ t h  the market a ~ ~ r o a c h  to enerav efflczencv 

The draft law provldes for several different tax preferences, 
lncludlng 

o tax concessions for companies manufacturing energy efflclent 
equlpment (Artlcle 9 )  , 

e accelerated depreclatlon of energy efflclent equipment 

(Artlcle 11) , and 

preferential customs dutles (Artxcle 14) 

The prlmary flaw In the adoptlon of these preferences 1s that 
they are subsldles that lmpalr the development of a market 
economy and are lnconslstent wlth a pro-competltlve approach 
to encouraging energy efflclency If energy ef f lclency 
mechanlsms are cost-effectxve and beneflclal, they should not 
requlre subsldles to encourage them 

As a practical matter, we have found In other countries that 
lt 1s very dlfflcult to obtaln the agreement of the Mlnlstry 
of Flnance to walve certaln taxes/dutles for particular 
products 



Moreover, the way the relevant provlslons of the draft law are 
wrltten, these lncentlves amount to a mere agreement to pass 
further leglslatlon For example, Artlcle 11 states that "the 
RF Government shall establlsh accelerated depreclatlon terms 
for speclflc types of efflclent equipment " Artlcle 11 
does not empower any particular entlty to establlsh such 
depreclatlon terms Wlthout a speclflc grant of authority, 
tax preferences are nothlng more than a statement of the 
lntentlon of the current Congress to pass further leglslatlon 
Thls statement of lntentlon 1s worth llttle to power consumers 
Interested In energy efflclency prolects 

5 The Russ~an draft law does not effectively promote forelgn 

I capital Investment. 

Artlcle 13 of the draft law seeks to promote forelgn capltal 
investment In "energy ef f lclency promoting pro] ects I' Artlcle 
13 attempts to lure forelgn flrms lnto energy efflclent 
projects by promlslng "export quotas and llcenses for energy 
resources saved 

Forelgn flrms can offer srgnlflcant experience In lncreaslng 
energy efflclency Artlcle 13, however, suffers from the same 
problems as the tax lncentlves discussed above The procedure 
for partlclpatlng In such programs 1s to be established by the 
Councll of Mlnlsters (or the government) at some later date 
Furthermore, Artlcle 13 provldes no mechanism for the 
lmplementatlon of thls program As drafted, lt 1s extremely 
doubtful that Artlcle 13 would f lnd much favor wlth forelgn 
lnvestors 

Other Unclear Provisions 

Numerous other provlslons have ambiguous and unclear language 
that would need clarlflcatlon Below 1s a llst of some of 
these provlslons 

a The Russlan draft law 1s not clear on how the tax code 
would be modlfled to provlde tax credlts for energy savlngs 



prolects (Artlcle 10) - -  1 e , how such tax credlts could be 
obtalned and what changes In the tax code need to be made In 
order to provlde for such tax credlts 

b Artlcle 20 of the draft Russlan law provldes that certaln 
enterprlses and organlzatlons must recelve energy efflclency 
expertlsatlons Artlcle 24 provldes that the state fuel and 
energy surve~llance body would have the rlght to perform 
expertlsatlons However, nelther Artlcle clarlfles whether 
the expertlsatlon would necessarily have to be conducted by 
the state fuel and energy surveillance body or whether lt 
could be conducted by other publlc or prlvate organlzatlons 

c Artlcle 21 does not set forth the procedure of how an 
entlty can appeal an expertlsatlon determlnatlon 

d Artlcle 25 provldes that enterprises and organlzatlons 
that do not have devlces to monltor energy consumptlon are 
llable for the cost of the energy that they wlll consume under 
a contractual arrangement for the consumptlon of the energy 
plus a penalty of 25% However, thls Artlcle does not 
clarlfy (1) what type of contractual arrangement 1s 
contemplated, (2) what penalty would be Imposed I£ no 
contractual arrangement exlsts, and ( 3 )  how thls provlslon 
would work In con~unctlon wlth Artlcle 19 (1 e , whether thls 
provlslon would apply except for those circumstances 

contemplated In Artlcle 19) 


