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This report presents a plan for implementing USAIDys recommended changes in the laws, 
regulations, process, and institutional structure of the oil and gas sector in the Central Asian 
Republics of Kazakhstan, Uzbekistan, and Turkmenistan. For each of the countries, these 
changes were outlined in USAID's respective reports on "Recommended Changes in Laws, 
Regulations, Process, and Institutional Structure in the Oil and Gas Sector", dated September 15, 
1997. 

The planned projects in the three countries serve to enhance USAID'S ~egional  Strategic 
Objective (SO) 1.5, "A more economically sound and environmentally sustainable energy system 
as the primary engine of growth for Central Asia" and can be grouped into seven common areas 
of work effort. These relate primarily to the development of a comprehensive oil and gas law 
along with implementing rules and regulations for offshore and onshore operations, preferably 
administrated by an independent Oil and Gas Regulatory Agency (OGRA). Other work is 
directed towards the development of a true cost-of-service based oil and gas pipeline tariff 
methodology; assistance, when requested, on issues such as restructuring, privatization, oil and 
gas agreements, and tender for oil and gas exploration and production acreage blocks; and 
training. 

Because of commonality of work effort, and to channel USAID's technical assistance more 
efficiently, it is planned to develop standard models that can be adapted to the unique conditions 
in individual countries. Also, a resource team approach is planned to allow for flexibility in the 
assignment of needed expertise and to assure quality, continuity, and regional consistency. 

Finally, the report includes brief descriptions of specific projects and training courses planned for 
the three countries. These projects will be carried out during the next 12 months under the 
supervision of Regional Manager (for DO # 17) in Almaty, Kazakhstan and Resident Advisors in 
Tashkent. Uzbekistan and Ashgabat. Turkmenistan. 
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This report presents a strategic plan for implementing USAID'S recommended changes in the 
laws, regulations, process, and institutional structure of the oil and gas sector in the Central Asian 
Republics of Kazakhstan, Uzbekistan, and Turkmenistan. 

To enhance Strategic Objective (SO) 1.5, "A more economically sound and environmentally 
sustainable energy system as the primary engine of growth for Central Asia" and to facilitate 
foreign investment in the upstream oil and gas skctors, USAID has changes in the legal 
and institutional framework in the Central Asian Republics of Kazakhstan, Uzbekistan, and 
Turkmenistan. For each of the countries, these changes were outlined in it's respective reports on 
"Recommended Changes in Laws, Regulations, Process, and Institutional Structure in the Oil and 
Gas Sector", dated September 15, 1997. The reports identified several potential projects through 
which USAID could provide technical assistance to the governments in the region. These 
projects can be summarized into the following categories of Major Action Items (MAI's): 

1. The development and adoption of comprehensive oil and gas laws. 

2. Adoption of independent Oil and Gas Regulatory Agencies (OGRA). 

3. Implementing offshore and onshore rules and regulations which conform to international 
standards. 

4. Development and implementation of oil and gas pipeline tariff methodologies that meet 
international standards. 

5.  Restructuring and privatization of national oil companies (NOC1s). 

6. Assistance in contracts, agreements, and tenders for oil and gas exploration and 
production. 

7. Training for high level officials in the governments, NOC's, and other local institutions to 
create an awareness of important issues in the oil and gas sector, develop needed skills, 
and generate support for recommended changes. 

To provide technical assistance with respect to the above MAI's, USAID has negotiated 
Memorandums Of Understanding (MOU) with the Governments of Uzbekistan and 
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Turkmenistan. The Turkmenistan MOU was signed on October 17, 1997 (Attachment 1) and the 
Uzbekistan MOU (Attachment 2) is undergoing an internal approval process. In Kazakhstan, 
assistance is progressing on three high visibility projects: offshore regulations; an oil pipeline 
tariff methodology; and a Prospectus for an Aral Sea Consortium. These projects were identified 
through USAID'S proactive research and negotiations with Government of Kazakhstan 
representatives. Individual steering committees have been formed for the Establishment of 
Offshore Regulations and to Recommend a Cost-of-Service Oil Pipeline Tariff Methodology. 
Both steering committees are made-up of representatives of the Government of Kazakhstan, oil 

' 

and gas investors from the Kazakhstan Petroleum Association, and USAID consultants. 

The oil and gas sectors in the three Central Asian countries have evolved at a different pace in 
the post-Soviet era; however, all three governments are striving to improve their legislative and 
institutional framework in order to attract foreign investment for the development of oil and gas 
resources. It should be recognized that these efforts continue to be hampered by the relative 
isolation of the Central Asian countries, the lack of efficient export transportation systems and 
easy access to international markets, and the continued need to resolve socio/economic/political 
issues with neighboring countries. In this respect, Central Asia should benefit when construction 
of the Caspian Pipeline Consortium (CPC) pipeline and alternative routes to markets are 
completed. Kazakhstan has demonstrated leadership in the privatization of its state-owned oil 
companies (NOC) and recognizes the need to adopt international standards and practices. 
Turkmenistan and Uzbekistan still lag behind however, and they must understand that even in the 
short-term absence of significant export markets, an internationally acceptable legal and 
regulatory framework for their respective countries must be developed to enhance long-term 
investment in their oil and gas sectors. All three countries need to cooperate in legal and 
regulatory reform of the oil and gas sector, so that the entire region will economically benefit in 
infrastructure development. 
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USAID's SO'S for the oil and gas sector in the Central Asian countries are described in "Central 

N Asia Region : Results Review And Resource Request (R4)" report by the USAID Regional 
Mission for Central Asia (Attachment 3). This April 1997 report describes the objectives as 
follows: 

8 SO 1.5: More economically sound and environmentally sustainable energy systems as the 
primary engine for growth for central Asia. 

8 SO 3.3: Reduction in regional economic and political tensions generated by trans- 
boundary environmental issues. 

The R4 Tree and Performance Data Tables included in the report define key Intermediate Results 
(IR's), indicators for measuring progress, status, and targets for 1997-2002. 

I Attachment 4 identifies MAI's that are planned for Kazakhstan, Uzbekistan, and Turkmenistan 

I 
under USAID Delivery Order No. 17. The MAI's are primarily directed toward achieving SO 
I S . ,  however they also address certain environmental issues as they apply to SO 3.3. 
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Attachment 4 also demonstrates that there are many common themes that need tp be addressed 
regionally. Given that the background and evolution of the oil and gas sectors in the three 
countries are similar, the needed legislative and institutional reforms are also similar. There is 
also the need for international standards, regional consistency, and common procedures and 
methodologies. USAID plans to achieve significant efficiencies by taking a regional and 
systematic approach in providing technical assistance. Therefore, it is proposed to focus the 
initial work effort on developing flexible, but to a certain extent, stand&d iodels  that can be 
adapted to the unique circumstances of each individual country. These standard models include: 

t Comprehensive oil and gas laws. To help with this effort, a comparative analysis of the 
oil and gas laws in the three CAR countries is planned. 

t Independent Oil and Gas Regulatory Agencies (OGRA), including organization, 
structure, and administrative issues. 

t Offshore and onshore rules and regulations. 

b Internationally acceptable oil and gas pipeline tariff methodologies. 

t Guidelines for restructuring and privatization of national oil companies (NOC). 

t Components of model international oil and gas contracts, agreements, and licenses. 

The standard models are planned to be coordinated. researched, and developed by USAID's 
consultants with input from the Resource Teams (see below) and the Regional Manager1 
Resident Advisors in the CAR countries. 
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A resource team approach has been designed to efficiently assign resources to individual tasks. 

I Advantages of the resource teams are conveyed by quality assurance, consistency, flexibility, 
education, and experience in certain areas. The resource teams include local project analysts and 
project coordinators from each individual country. - - 

I Attachment 5 identifies the current resources, areas of expertise and high interest, and primary 
assignments of individual members to the various resource teams. ~tta-chment 6 provides a 

I resume (both in English and Russian) of each individual associated with a Resource Team. The 
resource teams and their respective roles are identified as follows: 

b Legislation Drafting Team (LDT): The LDT focuses on legislative developments in the 
region, participates in comparative analysis, and undertakes drafting of proposed 

I 
legislation as needed. 

b Rules and Regulations Team (RRT): The RRT reviews, analyzes, and redrafts current and 
proposed rules and regulations and develops recommended rules and regulations to be 
considered for adoption. Also, the RRT participates in the creation of independent 
OGRA's. 

I b Pipeline Tariff Team (PTT): The PTT will capitalize on the oil pipeline tariff 
methodology that was recommended to Kazakhstan and recommend similar 

C methodologies for oil and gas pipelines in Uzbekistan and Turkmenistan. In Kazakhstan, 
the PTT will continue to assist KazTransOil (KTO) in the implementation of the 
recommended oil pipeline tariff methodology. 

I b Strategic Planning, Restructuring, and Privatization Team (SRP): The SRP will provide 
limited assistance in the development of restructuring and privatization recommendations 
to state-owned government entities, as requested. 

b Contracts. Agreements, and Tender Team (CAT): The primary focus of this team is to 
develop generic components of contracts, agreements, and licenses as they apply to 
international practices and standards. The team will also provide limited assistance with 

I 
the development of oil and gas tenders, on a case-by-case basis. 
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The assignment of Resources Teams and certain individuals to particular tasks will be conducted 
and coordinated by the Delivery Order #17 Regional Manager. Resident Advisors will make 
requests for team resources through the submittal of detailed Scope of Work (SOW) for each task 
and will oversee the daily activities of resource teams and individuals assigned to particular tasks 
for their country. Resident Advisors will coordinate Resource Team activities with their 
counterparts and will manage the progress of the task. , 
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This section briefly describes the legal and regulatory reform tasks that have been identified and 
the strategies for implementing them over the twelve month period. Various tasks have been 
identified for each country as follows: 

USAID has provided technical assistance to Kazakhstan in oil and gas legal and regulatory 
reform activities since December 1995. It was initiated by a request from the former Ministry of 
Oil and Gas Industry to provide comments to initial draft rules, regulations, and procedures 
which were required by Presidential Edict No. 2350 "Concerning Petroleum", adopted on June 
28, 1995. Assistance has been in-progress or is planned for the following tasks: 

5.1.1 Continued Oil Pipeline Tariff Methodology Assistance 

USAID assistance to-date has consisted of co-chairing meetings of the Oil Pipeline Tariff 
Methodology Steering Committee and focusing upon the following issues: guiding principles; 
independent regulation of the oil and gas sector; consideration of alternative tariff 
methodologies; conversion to the new accounting system; elimination of subsidies and cross- 
subsidies; determination of a competitive rate-of-return; valuation of rate base; current operating 
conditions; plans for rehabilitation and construction; immediate maintenance needs; development 
of a tariff rate computer simulation model; gathering cost data and operating information; 
recommended tariff methodology; and proposed tariff rates. This initial work was well received 
by all participating members of the Steering Committee. USAID and the Steering Committee 
anticipate further work on tariff issues, including the development of detailed "Instructions on 
Calculating the Tariff Methodology". creating tariff sheets and tariff riders, and further 
unbundling of oil transportation services and costs, consideration of alternative tariff 
methodologies. etc. In addition, USAID. at the request of KazTransOil, is analyzing a scenario 
for oil shipment volumes and tariffs in the proposed 3000+ kilometer Trans-Kazakhstan oil 
pipeline to China. USAID expects to provide further assistance on this project as negotiations 
with China proceed. 
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I PROJECT DESCRIPTION b 5-2 

5.1.2 Provide Assistance in the Development of KazTransOil's Strategic Plan 

KazTransOil has requested USAID assistance in preparing a strategic plan for the maintenance, 
rehabilitation, and construction of pipelines. USAID has identified the following strategic issues 

' that require study: 

1. Projected crude oil volumes that will be produced and transported through KazTransOil's 
pipeline system in the short-term and foreseeable long-term. 

2. Assess the current condition of existing pipelines and establish the projected investment 
requirement for rehabilitation and construction of new pipelines. Alternative means of 

I financing those investments need to be investigated. 

3. Analyze the impact of new export pipelines that are under consideration in the region to 

t KazTransOil's.infiastructure and Kazakhstan production capability. 

4. KazTransOil's current organization and operating regime which is undergoing change in 

I preparation for possible restructuring and privatization. 

I 5.1.3 Assist KazTransOil with New Management Practices 

Kazakhstan has adopted international accounting standards as a part of their ongoing reform 
efforts. The USAID Office of Market Transition plans to assist KazTransOil in the conversion to 
the new accounting system. USAID also plans to assist KazTransOil with the implementation of 
a capital budgeting process to allow for better evaluation of investment opportunities and better 
allocation of capital resources. 

I 5.1.4 Develop Recommendations for Supplemental Oil and Gas Legislation 

There is a need in Kazakhstan to bring all oil and gas licensing, contracting, and operations 
activities within the purview of a single comprehensive Oil and Gas Law. Kazakhstan also needs 
to assign the responsibility for implementing rules and regulations to a single independent 

I OGRA. USAID plans to support supplemental legislation which would make the existing legal 
framework more comprehensive and promotes the creation of an independent OGRA. This effort 
will rely heavily on a detailed analysis of the existing legal and regulatory structure, a 

I comparison with oil and gas laws in other CAR countries, and a standard model of an 
independent OGRA. 
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5.1.5 Continue Drafting Rules and Regulations 

USAID continues to focus on completing the five offshore rules and regulations currently being 
drafted. A follow-up effort for USAID and the Steering Committee includes an assessment of 
current and future offshore rules and regulations and a review of the 550+ FSU rules, regulations, 
procedures, and manuals that have been declared eligible to expire by the government with 
recommendations as to their disposition. 

5.1.6 Restructuring and Privatization of KazakhOil 

Kazakhstan is continuing in its efforts to restructure and privatize the oil and gas sector. USAID 
has proposed limited assistance to KazakhOil in this effort, as needed and requested within the 
following categories: current state of management, operations, and finsincial conditions; 
corporate strategic development; and public and business relationship issues. 

5.1.7 Assistance with the Development of "A Prospectus for an Aral Sea Consortium" 

USAID has submitted to the GOK working drafts of "A Prospectus for an Aral Sea Consortium" 
and an "Aral Sea Consortium Agreement". The Consortium Agreement is proposed to be a 
foundation for negotiations with Uzbekistan in the creation and development of an Aral Sea oil 
and gas consortium. Closed negotiations of cooperation between the two countries for the oil and 
gas development of the Aral sea are currently being held. 

In Uzbekistan, USAID has negotiated and submitted a draft MOU for the consideration of the 
government and formal adoption is expected soon. Initially, USAID's technical assistance will 
focus on the following tasks: 

5.2.1 Development of a Comprehensive Oil and Gas Law and Rules and Regulations 

For o\.er three years, Uzbekistan has been considering drafts of a comprehensive Petroleum Law 
initiated by the World Bank. Recently. USAID was requested to provide comments on the most 
recent draft of the Petroleum Law. The current draft (Draft IV) may be characterized to have 
many deficiencies particularly with respect to the roles and responsibility of the proposed 
Petroleum Authority (OGRA). It also does not differentiate between rules and legislation, which 
are randomly combined as one document. 
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USAID will "redline" (or redraft) the current Draft IV version into a more comprehensive Oil 
and Gas Law. This effort will rely heavily on a detailed analysis of the existing legal and 
regulatory structure in Uzbekistan, a comparison with the oil and gas laws in other Central Asian 
countries, and the standard model of OGRA. An Oil and Gas Steering Committee of interested 
Uzbekistan entities and international oil companies will be proposed to oversee the process of 
drafting the law. In addition, USAID will simultaneously draft oil and gas rules and regulations, 
which will serve to complement the drafting process of the law so that a complete legislative 
package can be considered by the government. In this process, USAID will utilize the standard 
models of offshore and onshore regulations and adapt them to unique conditions in Uzbekistan. 

5.2.2 Restructuring and Privatization of Uzbekneftegas 

The State Committee for State Property Management and Entrepreneurship (GKI) has proposed 
to restructure and privatize certain entities in the oil and gas sector with an open type joint stock 
company arrangement. USAID has proposed limited assistance in this effort, as-needed and 
requested within the following categories: current state of management, operations, and financial 
conditions; corporate strategic development; and public and business relationship issues. The 
scope of USAID's technical assistance in this area will depend on the need and the resources 
available. It is possible that USAID may assist in the restructuring and privatization of one or 
more oil and gas entities which will be considered candidates for private ownership. 

5.2.3 Oil and Gas Pipeline Tariff Methodologies 

This task involves the creation and development of oil and gas pipeline tariff methodologies that 
meet international standards. Initial work will focus on the current structure of oil and gas 
pipeline operations and tariffs. An Oil and Gas Pipeline Tariff Methodology Steering Committee 
consisting of interested Uzbekistan entities and the international oil and gas community will be 
proposed to oversee the development of the pipeline tariff methodologies. USAID will utilize its 
expertise and experience gained in the development of the oil pipeline tariff methodology in 
Kazakhstan. 

5.2.4 Develop an Oil and Gas Curriculum for Local Attorneys 

USAID plans to develop a curriculum in oil and gas specialization for local attorneys under the 
auspices of the Tashkent State Institute of Law and in cooperation with the Tashkent State 
Technical University and the University of World Economy and Diplomacy. This task is 
considered to be strategic in nature and is expected to have a far reaching effect on the 
development of oil and gas related expertise in legal professionals. The availability of such 
expertise in Uzbekistan, as in other Central Asian countries, is considered to be very limited. 
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I This project may provide support to USAID's legal reform projects, through access to high level 
government officials that are interested in the curriculum. 

I 
5.2.5 Serve as an Advisor to the Uzbekistan Long Range Energy Program 

USAID has been requested to serve on the Advisory Committee for the "Energy Program in the 
Republic of Uzbekistan to the Year 201 0". The Advisory Committee reviews and comments on 

I proposals for long term energy programs. USAID's service on the Advisory Committee offers an 
opportunity to promote legal and regulatory reform projects throughout government. 

I The USAID/Turkmenistan MOU was signed on October 17, 1997. The Competent Body on the 
Exploitation of Hydrocarbon Resources at the President of Turkmenistan (Competent Body) has 
been designated as the counterpart organization with USAID. Initially, USAID's technical 
assistance will focus on the following four tasks: 

5.3.1 Promote OGRA and Draft Oil and Gas Regulations 

An integral aspect of USAID's technical assistance plans for Turkmenistan is reviewing and 
"redlining" existing and proposed rules and regulations, drafting proposed rules and regulations, 
and recommending changes to conform with international standards and practices. Model 
offshore and onshore rules and regulations are proposed to be developed and adapted to specific 
conditions in Turkmenistan. A Working Committee of interested Turkmenistan entities and 
private sector oil and gas companies will be proposed to provide oversight in the process of 
drafting rules and regulations. 

USAID will propose to the Competent Body to immediately create an independent OGRA. It is 
desirable that the OGRA is involved in the initial rule-making process since it would be 
primarily responsible for oversight of industry activities and enforcement of rules and 
regulations. The creation of the OGRA will require a Presidential Decree. 

5.3.2 Assistance in Oil and Gas Contracts, Agreements, and Tender Issues 

USAID has agreed, through the MOU, to provide guidelines for negotiating Production Sharing 
Agreements and Joint Venture Contracts. USAID should ensure that Turkmenistan is provided 
with generic components that are standard in these type of international contracts and 
agreements. With tender offers for the Caspian Sea being actively promoted, it is expected that 
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technical assistance in understanding the economic parameters, fiscal terms, and guidelines for 
negotiations will be needed. 

5.3.3 Assistance in the Onshore Tender Process 

It is expected that Turkmenistan will embark on a tender for oil and gas exploration of onshore 
blocks in early 1998. Turkmenistan has identified eight high priority acreage blocks for this 
purpose. The Caspian Sea Tender is being fimded by the European Union Technical Assistance 
to the Commonwealth of Independent States (EU TACIS). USAID plans to provide limited 
support to the onshore tender process. It is expected that USAID will provide assistance as- 
needed in data collection, in-house evaluation of acreage blocks, preparation of negotiating 
guidelines, bidding procedures, bid evaluation, and selection of successful bidders, and undertake 

- .  
research as needed and requested. 

5.3.4 Oil and Gas Pipeline Tariff Methodologies 

This task involves the creation and development of internationally acceptable oil and gas pipeline 
tariff methodologies. The initial work effort will focus on reviewing studies already conducted by 
EU TACIS and to promote firther work, if needed. An Oil and Gas Pipeline Tariff Methodology 
Steering Committee consisting of interested Turkmenistan entities and the international oil and 
gas community will be proposed to oversee the development of the pipeline tariff methodologies. 
USAID will utilize its expertise and experience gained in the development of the oil pipeline 
tariff methodology in Kazakhstan. 

5.5.5 ' Restructuring and Privatization of NOC9s 

This task proposes to examine the existing structure of the NOC's in Turkmenistan and draft 
restructuring and privatization scenarios for discussions with Turkmenistan representatives. 
Assistance with restructuring and privatization of selected NOC's will be undertaken if sufficient 
interest and consensus is expressed by Turkmenistan. 
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USAID is developing six training courses to support legal, regulatory, and institutional reform 
projects in Kazakhstan, Uzbekistan, and Turkmenistan. The first course, "Basics of International 
Oil and Gas Contracts" was presented in Kazakhstan and Uzbekistan in August 1997. Important 
feedback was received to assist in the structure and presentation of the remaining courses. 
USAID will integrate the courses into the projects as much as possible and assure that they are 
presented to a wide audience of high level managers and decision makers,in the government, 
NOC's, and other organizations involved in the'oil and gas sector. A biief ciescription of the 
courses and tentative presentation schedule are as follows: 

Basics of International Oil & Gas Contracts 

This course introduced the principal agreement formats used around the world between host 
governments or their state enterprises and private companies which are interested in oil & gas 
exploration and production. The fundamental principles of foreign investment must be reflected 
in these agreements to attract international oil & gas companies. These agreements include 
production sharing, tax royalty, service contracts, confidentiality, study and bid, and joint 
operating agreements. Examples of agreements and provisions used in other countries, or 
developed by various trade associations, as well as materials developed specifically for this 
course, was provided in the course. 

Instructor: Thad Grundy 
Manual Completed: July 1 1, 1997 
Manual Translated & Printed: August 8, 1997 
Course Presented: Almaty: August 11 & 12 
Tashkent : August 14 & 15 
Ashgabat: To Be Announced (TBA) 

International Petroleum Economics 

Concepts of the time value of money, calculation of return on investment, and various criteria for 
prioritizing investment using some illustrative examples of capital investment projects in 
petroleum operations will be covered. Examples include evaluation of: exploration investments, 
production projects, enhanced petroleum recovery projects, refinery investment, recovery of 
natural gas liquids, pipeline investments, etc. In the case of exploration investment, emphasis 
will be placed on the impact of different parameters such as royalties, bonuses, production 
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sharing, and taxes. The concept of a "fair rate of return" from the differing viewpoints of host 
governments versus multinational oil & gas companies will be discussed to illustrate the 
concepts of risk and return relationships. 

Instructor: ' Bharny Shenoy 
Manual Completed: August 30,1997 
Manual Translated & Printed: September 30, 1997 
Course Presented: Almaty: October 27 & 28 
Tashkent: October 30 & 3 1 
Ashgabat: November 4 & 5 

Oil & Gas Project Financing 

The relationship between risk and rate of return-in the oil and gas sector wiil be the primary 
focus. Instruction will cover: principles and key concepts of project finance and investment 
decision making; typical balance sheet and income statements for international energy 
companies; equity capitalization; hedging or protection on currency exchange risks; and issues in 
evaluating energy project investment opportunities. 

Instructor: Michelle Michot Foss 
Manual Completed: August 15, 1997 
Manual Translated & Printed: October 30, 1997 
Course Presented: Almaty: November 17 & 18 
Tashkent: November 20 & 2 1 
Ashgabat: November 25 & 26 

Basic Oil & Gas Accounting 

Basic and advanced principles and concepts of oil & gas accounting will be covered in two 
separate programs. It will include the link between accounting practices, managerial finance, and 
project economics; standard accounting practices (Generally Accepted Accounting Practices or 
GAAP) as applied to oil & gas accounting systems; oil & gas accounting as applied to production 
agreements: and other contracts and arrangements. 

Instructor: To Be Named (TBN) 
Manual Completed: August 10, 1997 
Manual Translated & Printed: September 30, 1997 
Course Presented: Almaty: To Be Announced (TBA) 
Tashkent To Be Announced (TBA) 
Ashgabat: To Be Announced (TBA) 

Hagler Bailly I$ 



Concepts of Energy Regulatory Agency Law 

The procedure and process for the establishment of independent sector-specific regulatory 
agencies and their operations will be reviewed. Discussion will focus on legislation designed to 
establish such agencies, and to avoid violation of doctrine prohibiting delegation of legislative 
power. Accent is on power and oil and gas sector agencies in various countries, and subjects 
covered include: the need for independence; adjudication hearing process; rule-making 
procedures; agency remedies and review; scope of judicial review; information disclosure; and 
traditional exercise of authority. 

Instructor: John Sanders 
Manual Completed: January 15,1998 
Manual Translated & Printed: February 14,1998 
Course Presented: Almaty: To Be Announced (TBA)- 
Tashkent: To Be Announced (TBA) 
Ashgabat: To Be Announced (TBA) 

Workshop On Strategic Planning 

The objective of this tentative five-day workshop is to train and develop 10 to 15 middle level 
decision makers connected with the oil and gas sector either in the government or industry to 
think and plan strategically to solve problems facing the country in the energy sector in general 
and oil and gas sector in particularly for the next 25 years. Workshop will be conducted in an 
unique way in that the trainees will play a more active role in the workshop through greater 
involvement. A case study approach is planned. The trainees will be motivated to define 
problems the country will be facing in the oil and gas sector and also to develop solutions for 
them through active discussions among themselves. The subjects of strategic nature planned to 
be covered are: World Energy Supply and Demand Through 201 0; Long Term Crude Oil Price 
Forecast; World Refining SupplyIDemand; Gas SupplyIDemand and Pricing; LNG Trade and 
Economics: Transportation Requirements with particular reference to CAR pipeline projects; and 
Other Issues such as environmental protection. 

Instructor: Bhamy Shenoy 
Manual Completed: In Progress 
Manual Translated & Printed: TBA 
Course Presented: Ashgabat: TBA 
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For planning purposes only, the proposed projects are divided into individual tasks and sub-tasks 
as shown in Attachment 7 along with Resource Team assignments. The assumptions used in the 
preparation of these Planning Charts, include: 

1. At this stage, the Planning Charts are very preliminary in nature. They represent a first 
step in internal planning for USAID activities in the individual countries. The exact scope 

- .  
of the projects, the range of activities, priorities, and resource requirements are subject to 
change, due to various unpredictable circumstances. 

2. The tasks in the Planning Charts are listed in their current order of priorities, but are 
subject to change according to the needs of the counterparts. In Kazakhstan, the highest 
priority project is the follow-up work on the oil pipeline tariff methodology and providing 
assistance to KazTransOil with its strategic plan. In Uzbekistan, the highest priority is to 
"redline" and redraft the proposed draft IV version of the Oil and Gas Law, adding value 
by simultaneously drafting complementary recommended rules and regulations as an 
entire legislative package. In Turkmenistan, the highest priority is to focus on reviewing 
and redrafting of Uniform Rules and Regulations provided by the Competent Body. 

3. Standard Models should be researched, coordinated, and developed by the HBIHouston 
office, as soon as possible. The HB/Houston office should draft the Standard Models with 
input and participation from the Resource Teams and Resident Advisors. 

4. The Planning Charts cover tasks expected to be carried out over a twelve month period, 
from October 1997 to September 1998. It is intended that the envisioned tasks will be 
completed in this period in accordance with resource and fund availability. However, 
major sources of uncertainty include: the delay in the approval of the Uzbekistan MOU; 
the time required to achieve consensus within each government structure on task 
proposals and recommendations; the degree of cooperation of various agencies and 
organizations in terms of access to policy makers, data, and reports; and the extent of 
bureaucracy encountered. 
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I MEMORANDUM OF UNDERSTANDING 

between the 

GOVERNMENT OF THE UNITED STATES OF AMERICA 

and the 

I GOVERNMENT OF TURKMENISTAN 

for 

LEGAL AND REGULATORY DEVELOPMENT 
- .  

of the 

OIL AND GAS SECTOR 

USAID S.O. No. 1.5 

Hagler Bailly 
23 



TURKMENISTAN: MEMORANDUM OF UNDERSTANDING (MOU) 1-3 

ARTICLE 1. PURPOSE 

Section 1.1. The Government of the United States of America, acting through the United 
States Agency for International Development (1 1 USAIDI 1) , and the Government of 
Turkmenistan, acting through the Competent Body on the Exploitation of Hydrocarbon 
Resources at the President of Turkmenistan (the "Competent Body") , wish to cooperate in a 
mutual effort to accelerate the development and implementation of a legal and regulatory regime 
for the oil and gas industry which meets international standards. Hereinafter, one or both of the 
Government of the United States and USAID, together with one or both of the Government of 
Turkmenistan and the Competent Body shall jointly be referred to as the "Parties". 

Section 1.2. The Government of the United States wishes to furnish and the Government 
of Turkmenistan wishes to receive in-kind assistance for this purpose. The Government of 
Turkmenistan also wishes to provide support for this purpose. Accordingly; the Parties have 
concluded the present Memorandum of Understanding ("MOU") to set forth their understandings 
with respect to their undertakings in support of the stated purpose. 

ARTICLE 2. NATURE OF THE ASSISTANCE 

Section 2.1. Pursuant to Section 11.8 of the Aide Memoire to the Government of 
Turkmenistan from the United States Government on a Regional Energy Sector Initiative dated 
25-30 April 1996, USAID assistance is intended to provide: 

(a) technical assistance to improve the legal and regulatory framework for oil and gas 
exploration, production, and transportation; and implementation of this proposed activity on 
behalf of the Government of the United States of America. The Contractor will provide on-site 
technical assistance and training. 

1 .  Technical Assistance 

a)Two resident advisors will be provided to the Competent Body to supervise and 
coordinate all assistance provided under this MOU. The advisors will monitor legal and 
regulatory developments in the oil and gas sector and communicate concerns and comments to 
counterpart throughout the broad spectrum of interested parties in the oil and gas sector. The 
advisors will also draft and submit for consideration, debate and possible adoption various laws, 
decrees. rules and regulations relating to the oil and gas sector. Names and qualifications of the 
resident advisors will be provided to the Competent Body by Implementation Letter issued 
pursuant to Section 3.8 of the Memorandum of Understanding to which this Annex is attached. 
Should any change be made in resident advisors, the Competent Body shall similarly be notified 
by Implementation Letter. 
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b) With the approval of the Government of Turkmenistan, short-term specialists may be 
provided to conduct specific activities described in this MOU or as required for additional tasks 
or projects subsequently identified and approved in writing by the respective parties. 

c) It is understood by the parties that, in order to obtain the best and most effective 
advice, resident and short-term advisors may be given documentary information by the 
Competent Body which that Body has designated as 'Confidential.' USAID will ensure that all 
such advisors hold such information in the strictest confidence. 

d) The technical assistance will be provided in three broad areas: 1) the restructuring of 
business transactions in the oil and gas sector, including assistance in the area of negotiation and 
tender for exploration; 2) the development of operational procedures and methodologies, 
including pipeline tariffs, and conservation, health, safety, and environmental regulations; and 3) 
the implementation of various other functions connected with the oil and gas sector. Specific 
activities will include, but not necessarily be limited to, the following: 

(a) Provision of guidelines for negotiating Production Sharing Agreement and Joint 
Venture 

(b) training for personnel of the Government of Turkmenistan in matters relating to the 
international oil and gas industry. The nature of the assistance and coordination between the 
Parties is more fully described in Annex 1 to this MOU. The description of the assistance in 
Annex 1 may be changed by written agreement of the authorized representatives of the Parties 
named in Section 3.9 below without formal amendment of this MOU. 

Section 2.2. The assistance contemplated under this MOU will occur over the period 
from approximately August 1997 through July 1998, or such later date as the Parties may agree 
upon in writing. 

ARTICLE 3. STANDARD PROVISIONS 

Section 3.1. Relation to Framework Bilateral Agreement. 
In-kind assistance furnished by USAID under this MOU is United States assistance within the 

scope of the Agreement Between the Government of the United States of America and the 
Government of Turkmenistan Regarding Cooperation to Facilitate the Provision of Assistance, 
dated November 30. 1993, and is subject to the terms and conditions of that agreement, including 
provisions relating to exemptions from taxes and customs duties. 

Section 3.2. Third Party Instruments and Availability of Funds. In order to provide the 
in-kind assistance described above and in Annex 1, USAID may enter into such contracts and 
other instruments with public and private parties as USAID deems appropriate. All undertakings 
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of the Government of the United States under this MOU are subject to the availability of funds 
and to further agreement between USAID and such public and private parties, regarding the 
provision of in-kind assistance. This MOU does not effect an obligation of funds by USAID. 

Section 3.3. Compliance with United States Law and Regulations. USAID shall obligate, 
commit and expend funds and carry o ~ t  operations pursuant to this MOU only in accordance 
with the applicable laws and regulations of the United States. 

Section 3.4. Records, Audit and Inspection. The Government of Turkmenistan shall 
maintain or cause to be maintained, as appropriate, records relating to the assistance adequate to 
show use and receipt of assistance furnished pursuant to this MOU. Records shall be maintained 
for a period of three years after assistance has been furnished. 
The Government of Turkmenistan shall afford authorized representatives of USAID, or their 
designees, the opportunity at all reasonable times to inspect the site of the assistance and records 
relating to the assistance. 

Section 3.5. Exchange Rate. If funds are introduced into the Turkmenistan by USAID or 
any public or private agency for purposes of carrying out obligations of USAID hereunder, the 
Government of Turkmenistan will assist as may be necessary so that such funds shall be 
convertible into currency of Turkmenistan at the highest rate which, at the time the conversion is 
made, is not unlawfbl in the country. 

Section 3.6. Publicity. The Government of Turkmenistan will give appropriate publicity 
to the assistance as a program to which the Government of the United States has contributed. 

Section 3.7. Information and Implementation Letters. 
USAID and the Government of Turkmenistan shall provide each other with such information as 
may be needed to facilitate provision of the assistance and to evaluate the effectiveness of this 
assistance. In addition, USAID may issue implementation letters to provide additional 
information on matters discussed in this MOU. The Parties may also use jointly agreed letters to 
confirm their mutual understandings with respect to implementation of this MOU, including 
changes in elements of Annex 1. Implementation letters shall not be used to amend the text of the 
MOU. 

Section 3.8. Authorized Representatives. The Parties shall be represented by those 
holding or acting in the offices held by the signatories to this MOU. Each Party may. by written 
notice. to the other, identify additional representatives authorized to represent that Party for all 
purposes other than executing formal amendments to this MOU. 
Each Party shall notify the other, in writing, of changes in its authorized representatives. 

Section 3.9. Amendment and Modification. This MOU may be amended or modified by 
written agreement of the Parties. 
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Elements of Annex 1 may be changed by written agreement of the Parties without formal 
amendment of this MOU. 

Section 3.10. Suspension and Termination. 

a) Suspension by the Government of the United States. In the event: 

(I) the Government of Turkmenistan fails to comply with any provision of this MOU; 

(ii) the Government of the United States determines that an extraordinary situation has 
occurred which makes it improbable either that the purpose of the MOU will be attained or that 
the Government of Turkmenistan will be able to comply with provisions of the MOU; or 

(iii) the Govement  of the United States determines that continuation of assistance 
would result in a violation of U.S. law or regulations, the Government of the United States may, 
at its option, take steps to suspend, in whole or in part, provision of assistance under this MOU 
and provide written notice of its actions to the Government of Turkmenistan. In the event of 
partial suspension, such notice shall specify affected activities. 

If, after sixty (60) days from the date of such notice, the Government of the United States 
determines that the cause or causes for suspension have not been corrected, the Government of 
the United States may terminate assistance and provide written notice of its action to the 
Government of Turkmenistan. 

b) Suspension by the Government of Turkmenistan. In the event: 

(I) the Government of the United States fails comply with any provision of this 
Memorandum of Understanding (MOU); 

(ii) the Government of Turkmenistan determines that an extraordinary situation has 
occurred which makes it improbable either that the purpose of the MOU will be attained or that 
the Government of the United States will be able to comply with provisions of the MOU; or 

( i i i )  the Government of Turkmenistan determines that continuation of assistance would 
result in a violation of the law or regulations of Turkmenistan, the Government of Turkmenistan 
may, at its option. take steps to suspend, in whole or in part. provision of assistance under this 
MOU and provide written notice of its actions to the Government of the United States. In the 
event of partial suspension, such notice shall specify affected activities. 
If. after sixty (60) days from the date of such notice, the Government of Turkmenistan determines 
that the cause or causes for suspension have not been corrected, the Government of Turkmenistan 
may terminate assistance and provide written notice of its action to the Government of the United 
States. 

Hagler Bailly 



TURKMENISTAN: MEMORANDUM OF UNDERSTANDING (MOU) . 1-7 

c) Termination. Either Party may terminate this MOU, in whole or in part, by 
giving the other Party ninety (90) days written notice. In the event of partial termination, such 
notice shall specifl affected activities. 

Termination of this MOU will terminate any responsibilities of Parties to provide each other 
resources for this activity. 

Section 3.1 1. Assignment. The.Governrnent of Turkmenistan agrees, upon request from 
The Government of the United States of America, to execute an assignment to USAID of any 
cause of action which may accrue to the Government of Turkmenistan in connection with or 
arising out of the contractual performance or breach of performance by a party to a direct contract 
[in U.S. dollars] financed by USAID in connection with this MOU. 

Section 3.12. Non-waiver of Remedies. No delay in exercising -my hght or remedy 
accruing to a Party in connection with this MOU will be construed as a waiver of such right or 
remedy. 

Section 3.13. Language. This MOU is prepared in English and Russian. In the event of 
ambiguity or conflict between the versions, the English language version will control. 

Section 3.14. Effective Date. This Memorandum of Understanding shall be effective 
when signed by all signatories of both Parties. 
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GOVERNMENT OF THE UNITED GOVERNMENT OF URKMENISTAN 
STATES OF AMERICA 

BY: BY: 

NAME: Michael W. Cotter NAME: Yolly Gurbanmuradov 

TITLE: U.S. Ambassador to TITLE: Vice Prime Minister of the Cabinet of 
Turkmenistan Ministers and Vice Competent Body on the Exploitation 
President of the of Hydrocarbon Resources . . - - 

DATE: DATE: 

BY: BY: 

NAME: Patricia K. Buckles NAME: Toyli Kurbanov 

TITLE: Director, USAID Mission to TITLE: Executive Director of the Competent 
Central Asia Body on the Exploitation Resources 
of Hydrocarbon 

DATE: DATE: 
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USAID S.O. No. 1.5 

I. General Description 

ANNEX 1 

Prioritized activities to be performed under this Memorandum of Understanding ("MOU"). 

A. Technical Assistance 

USAID plans to provide technical and professional assistance in the area of legal and regulatory 
reform of the oil & gas sector. This assistance may take the form of drafting potential 
implementing rules and regulations, legislation or decrees, or evaluating and revising such 
legislation and regulations originally proposed by Turkmenistan or foreign specialists. In 
addition, USAID will provide experts in appropriate fields to complete specific studies or 
projects in the oil & gas sector, as jointly identified and evaluated by USAID and representatives 
of the Government of Turkmenistan. USAID financed advisors will work closely with the 
Government of Turkmenistan's Competent Body. 

B. Training 

It is anticipated that USAID will provide in-country training of a professional nature during the 
period covered by this MOU. USAID will also consider the possibility of training selected 
Turkrnen specialists abroad. This training will be provided by international experts, both from 
industry and institutions of higher learning. The training will concentrate on legal and economic 
issues in the oil & gas industry of Turkmenistan as it relates to the world market, and other areas 
of the local energy sector. The training will be provided to a broad range of Turkmenistan 
specialists, with participation solicited from Government Ministries, Agencies, Committees, 
Commissions, the national oil and gas corporations and companies, universities and other 
institutions of higher learning, NGOs and privatized entities as appropriate. 

11. Responsibilities of the Parties 

A. USAID 

The Regional USAID Mission for Central Asia, in conjunction with a private United States 
technical assistance firm (the "Contractor"), will be responsible for managing the Contracts. This 
will involve assistance with and training in evaluating both the economic and technical 
soundness of production sharing contracts. A computer model and training (See Section II.A.2. 
below) will be made available for this purpose. 
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ii) Reviewing and commenting on existing and proposed regulations and standards, and 
recommendation of changes and additions to attain compliance with international standards. 
Assembly of a library of model regulations fiom authorities such as the American Petroleum 
Institute, Indonesia, and the United Kingdom. Using these international standards, development 
for the consideration, deliberation, and debate of the Competent Body, additional regulations to 
provide a substantive fulfillment for the new Petroleum Law. These could include, among others: 

Procedures and obligations relating to exploration, production, and combination licenses. 
Rules for the protection of petroleum resources. 
Rules for the protection of the environment. 
Rules for public life and health protection. 
Rules for the identification and protection of Holy sites, and historical and cultural 
monuments. 
Rules for registration of contracts. 
Rules for revocation of licenses. 
Rules regarding bank guarantees or substitute. 
Rules concerning the timing and procedures for holding a tender. 
Rules concerning submission of bidding proposals. 
Rules regarding license validity periods, as well as the suspension, revocation, and 
termination thereof. Rules concerning submission of bidding proposals. 
Rules regarding license validity periods, as well as the suspension, revocation, and 
termination thereof. 
Rules regarding the substance and approval process of voluntary and forced unitization. 
Rules regarding the location, construction, operation, use and the ultimate dismantling of 
structures placed in navigable waters. 
Rules regarding the discharge and burial of wastes from petroleum operations, including 
the setting of permissible levels of impurity. 
Rules concerning the measurement and weighing of Petroleum, including the frequency 
and methods. 
Rules concerning the protection of natural resources, and the conduct of spill clean-up 
operations. 
Rules concerning the reclamation of land utilized for Petroleum Operations. 
Rules concerning the laying and operation of submarine pipelines and cables. 
Rules regarding the content, and submission requirements relating to an environmental 
protection plan. 

i i i )  reviewing and analyzing the existing pipeline cost accounting as well as the pipeline 
tariff methodology. Standardized computer models will be provided with the following 
objectives: evaluate the financial and economic feasibility of pipelines, develop pipeline tariff 
methodology, and estimate actual pipeline tariffs based on international standards. Training will 
be given to concerned personnel on the use of the above computer models. 
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iv) Assisting in the preliminary preparation of tenders for exploration and production 
areas. Recommendation of negotiation preparation procedures for those usual negotiation 
activities in which the Competent Body or other governmental officials would frequently become 
involved. The Contractor will assist in the preparation and collection of data relevant to effective 
consideration of the tender by prospective bidders, development of procedures for the 
disbursement of such information to prospective bidders, procedures for the consideration, and 
the award or rejection, of bids. 

2. Training 

Provision of qualified instructors, facilities, and materials for delivery of the following: 

I ) Petroleum Investment Agreements: This will introduce the principal agreement 
formats used around the world between host governments or their state-enterprises and private 
companies which are interested in oil & gas exploration and production. The fundamental 
principles of foreign investment which must be reflected in these agreements to attract 
inter-national oil & gas companies will be examined. These agreements include production 
sharing contracts, tax royalty agreements, service contracts, confidentiality agreements, study and 
bid group agreements, and joint operating agreements. Examples of agreements and provisions 
used in other countries, or developed by various trade associations, as well as materials 
developed specifically for this course, will be provided by the Contractor. 

ii) International Petroleum Economics: Concepts of the time value of money, calculation 
of return on investment, and various criteria for prioritizing investment using some illustrative 
examples of capital investment projects in petroleum operations will be covered. Examples 
include evaluation of: exploration investments, production projects, enhanced petroleum 
recovery projects, refinery investment, recovery of natural gas liquids, pipeline investments, etc. 
In the case of exploration investment, emphasis will be placed on the impact of different 
parameters such as royalties, different kind of bonuses, production sharing, and taxes on return. 
The concept of "fair rate of return" from the differing viewpoints of host governments versus 
multinational oil & gas companies will be discussed to illustrate the concepts in risk and return 
relationships. 

iii) Oil & Gas Project Financing: The relationship between risk and rate of return in the 
energy sector will be the primary focus. Instruction will cover some principles and key concepts 
of project finance and investment decision making; describe typical balance sheet and income 
statements for international energy companies; equity capitalization of private companies; 
hedging or protection on currency exchange risks; and issues for Western energy companies in 
evaluating energy project investment opportunities. 

iv) Oil & Gas Accounting: Basic and advanced principles and concepts of oil & gas 
accounting will be covered in two separate programs. It will include the link between accounting 
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practices, managerial finance and project economics; standard accounting practices (Generally 
Accepted Accounting Practices or GAAP) as applied to oil & gas accounting systems; oil & gas 
accounting as applied to production agreements and other contracts and arrangements. 

v) Energy Regulatory Administrative Agency Law: The procedure and process for 
establishment of central government regulatory agencies and their operations will be reviewed. 
Instruction includes legislation designed to establish such agencies, and avoid violation of 
doctrine prohibiting delegation of legislative power. Accent is on energy agencies in various 
countries, and subjects covered include procedures for formal adjudication, hearing process1 
rule-making procedures, legal effect of rules, agency remedies and review, scope of judicial 
review, information disclosure, and traditional exercise of both formal and informal authority. 
Materials include examples of differences between regulatory rule-making and politicaVpolicy 
enactments. 

vi) Strategic Planning: As energy plays a significant role in the economic scenario of any 
country it is essential to have a set of oil and gas sector managers who can think strategically 
about the future energy needs of the country and also offer strategic solutions. Towards this end, 
a five day workshop on strategic planning will be organized. 

B. The Government of Turkmenistan 

The Government of Turkmenistan will provide the following in-kind services to support 
the technical assistance and training activities of the Contractor. 

1. Suitable office space, selected office equipment, and telephones in a centrally 
situated location for the resident and short term advisors provided by the Contractor. 

2. Suitable, and appropriately located, facilities to conduct the training activities 
described in II.A.2 above. 

3. Timely and regular access by USAID and Contractor personnel to counterparts at 
the technical and policy making levels in the Government of Turkmenistan as required to carry 
out the responsibilities specified in this MOU. 

4. Timely and regular access to data and Government of required to other information 
in the possession of the Turkmenistan by Contractor personnel as effectively implement the 
provisions of this MOU. 

111. Monitoring 

An essential element of the activity is a program monitoring and evaluation. The Parties agree to 
establish an 
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(section ends here) 
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MEMORANDUM OF UNDERSTANDING 

between the 

GOVERNMENT OF THE UNITED STATES OF AMERICA 

and the 

GOVERNMENT OF UZBEKISTAN 

for 

LEGAL AND REGULATORY DEVELOPMENT 

of the 

OIL AND GAS SECTOR 

USAID S.O. No. 1.5 

u 
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ARTICLE 1. PURPOSE 

Section 1.1. The Government of the United States of America, acting through the United 
States Agency for International Development (1 1USAID1 I), and the Government of the 
Republic of Uzbekistan (hereinafter referred to as the "Parties") wish to cooperate in a mutual 
effort to accelerate the development and implementation of a legal and regulatory regime for the 
oil and gas industry which meets international standards. 

Section 1.2. USAID wishes to furnish and the Government of the Republic of Uzbekistan 
wishes to receive in-kind assistance for this purpose. The Government of the Republic of 
Uzbekistan also wishes to provide counterpart staff and support for this purpose. Accordingly, 
the Parties have concluded the present Memorandum of Understanding ( MOU ) to set forth their 
understandings with respect to their undertakings in support of the stated purpose. 

- .  

ARTICLE 2. NATURE OF THE ASSISTANCE 

Section 2.1. Pursuant to the Aide Memoire to the Government of the Republic of 
Uzbekistan from the United States Government on a Regional Energy Sector Initiative dated 
25-30 April 1996, USAID assistance is intended to: 

(a) provide technical assistance and equipment to improve the legal and regulatory 
framework for oil and gas exploration, production, and transportation; and 

(b) provide training to identified policy makers so as to ensure implementation of the 
legal and regulatory framework. The nature of the assistance and coordination between the 
Parties is more fully described in Annex 1 to this MOU. The description of the assistance in 
Annex 1 may be changed by written agreement of the authorized representatives of the Parties 
named in Section 3.9 below without formal amendment of this Memorandum of Understanding. 

Section 2.2. It is planned that the assistance contemplated under this MOU will occur 
over the period from the date of signing through July 1998, or such later date as the Parties may 
agree upon in writing. 

ARTICLE 3. STANDARD PROVISIONS 

Section 3.1. Relation to Framework Bilateral Agreement. In-kind assistance furnished by 
USAID under this MOU is United States assistance within the scope of the Agreement Between 
the Government of the United States of America and the Government of the Republic of 
Uzbekistan Regarding Cooperation to Facilitate the Provision of Assistance, dated March 1, 
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1994, and is subject to the terms and conditions of that agreement, including provisions relating 
to exemptions from taxes and customs duties. 

Section 3.2. Third Party Instruments and Availability of Funds. In order to provide the 
in-kind assistance described above and in Annex 1, USAID may enter into such contracts and 
other instruments with public and pri~ate parties as USAID deems appropriate. All undertakings 
of the Government of the United States under this MOU are subject to the availability of funds 
and to further agreement between USAID and such public and private parties, regarding the 
provision of in-kind assistance. This MOU does not effect an obligation of funds by USAID. 

Section 3.3. Compliance with United States and Republic of Uzbekistan Law and 
Regulations. USAID shall obligate, commit and expend funds and carry out operations pursuant 
to this MOU only in accordance with the applicable laws and regulations of the United States and 
Republic of Uzbekistan. 

Section 3.4. Title to and Use of Property. Unless otherwise directed by USAID, title to all 
property furnished by USAID shall be in the Government of the Republic of Uzbekistan. Any 
property furnished by USAID and titled to the Government of the Republic of Uzbekistan shall 
be used effectively for the assistance purpose described above and, upon completion of the 
assistance, shall be used so as to further the objectives of the assistance. 

If property furnished by USAID and titled to the Government of the Republic of Uzbekistan is 
used for purposes other than those agreed upon by the Parties, under circumstances which could 
reasonably have been prevented by appropriate action of the Government of the Republic of 
Uzbekistan, the Government of the Republic of Uzbekistan shall, upon USAID's request and 
election, return such property or refund the amount disbursed for such property in U.S. dollars. 

Section 3.5. Records, Audit and Inspection. The Government of the ~ e ~ u b l i c '  of 
Uzbekistan shall maintain or cause to be maintained, as appropriate, records relating to the 
assistance adequate to show use and receipt of assistance hrnished pursuant to this MOU. 
Records shall be maintained for a period of three years after assistance has been furnished. The 
Government of the Republic of Uzbekistan shall afford authorized representatives of USAID, or 
their designees. the opportunity at all reasonable times to inspect the site of the assistance and 
records relating to the assistance. 

Section 3.6. Exchange Rate. If funds are introduced into the Republic of Uzbekistan by 
USAID or any public or private agency for purposes of carrying out obligations of USAID 
hereunder, the Government of the Republic of Uzbekistan will make such arrangements as may 
be necessary so that such funds shall be convertible into currency of the Republic of Uzbekistan 
at the highest rate which is lawful at the time of conversion. 

Hagler Bailiy 

35? 



UZBEKISTAN: DRAFT MEMOUNIIUM OF UNDERSTANDING (MOU) 2-5 

Section 3.7. Publicity. The Grantee win give appropriate ~ublicity to the assistance as a 
program to which the Government of the United States has contributed. 

Section 3.8. Information and Implementation Letters. USZ7D and the Government of the 
Republic of Uzbekistan shall provide each other with such information as may be needed to 
facilitate provision of the assistance and to evaluate the effectiveness of this assistance. In 
addition, USAID may from time to time implementation letters to provide additional information 
on matters discussed in this MOU. The Parties may also use agreed letters to confirm their 
mutual understandings with respect to implementation of this MOU, including changes in 
elements of Annex 1. Implementation letters shall not be use-4amend the text of the MOU. 

Section 3.9. Authorized Representatives. The Parties shall be represented by those 
holding or acting in the offices held the signatories to this MOU. Each Party may, by written to 
the other, identify additional representatives authorized represent that Par* for all purposes other 
than executing formal amendments to this MOU. Each Party shall notify the other, in writing, of 
changes in its authorized representatives. 

Section 3.10. Amendment and Modification. This MOU may be amended or modified by 
written agreement of the Parties. Elements of Annex 1 may be changed by written agreement of 
Parties without formal amendment of this MOU. 

Section 3.1 1. Suspension and Termination. 

(a) Suspension. In the event: 

(I) the Government of Republic of Uzbekistan fails to comply with any provision of this 
MOU; 

(ii) USAID determines that an extraordinary situation has occurred which makes it 
improbable either that the purpose of the MOU will be attained or that the Government of the 
Republic of Uzbekistan will be able to comply with provisions of the MOU; or 

(iii) USAID determines that continuation of assistance would result in a violation of U.S. 
law or regulations, USAID may, at its option, take steps to suspend, in whole or in part, provision 
of assistance under this MOU and provide written notice of its actions to the Government of the 
Republic of Uzbekistan. In the event of partial suspension. such notice shall specify affected 
activities. If. afler sixty (60) days from the date of such notice, USAID determines that the cause 
or causes for suspension have not been corrected, USAID may terminate assistance and provide 
written notice of its action to the Government of the Republic of Uzbekistan. It is also 
understood that the Government of the Rezu-blic of Uzbekistan may, at its option, take steps to 
suspend, in whole or in part, acceptance of assistance under this MOU and provided written 
notice of its actions to USAID. 
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(b) Termination. Either Party may terminate MOU, in whole or in part, by giving the 
other Party ninety (92, days written notice. In the event of partial termination, such notice shall 
specify affected activities. Termination of MOU will terminate any responsibilities of Parties to 
provide financial or other resources for this activity, except for payments which they are 
committed to make pursuant to non-cancellable commitments entered into with third parties to 
the termination of this MOU. Obligations of the Government of the Republic of Uzbekistan set 
forth in Section 3.4 above relating to use ofpropefiy fiunished under this MOU shall remain in 
force after termination. In addition, upon such USAID may, at USAID's expense, direct that title 
to goods fiunished hereunder be transferred to USAID if the goods are a source outside of the 
Republic of Uzbekistan, are in a deliverable state and have not been off loaded in ports of the 
Government of the Republic of Uzbekistan. 

Section 3.12. Assignment. The Government of the Republic of Uzbekistan agrees, upon 
request, to execute an assignment to USAID of h y  cause of action whkh may accrue to the 
Government of the Republic of Uzbekistan in connection with or of the contractual performance 
or breach of performance by the contractor in connection with this MOU. 

Section 3.13. Non-waiver of Remedies. No delay in exercising any right or remedy 
accruing to a Party in connection with this MOU will be construed as a waiver of such right or 
remedy. 

Section 3.14. Language. This MOU is prepared in English and Russian. In the event of 
ambiguity or conflict between the versions, the English language version will control. 

Section 3.15. Effective Date. This Memorandum of Understanding (MOU) shall be 
effective when signed by both Parties. 
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GOVERNMENT OF THE UNITED GOVERNMENT OF THE 
STATES OF AMERICA REPUBLIC OF UZBEKISTAN 

NAME : Stanley T. Escudero BY: 

TITLE: U.S. Ambassador to Uzbekistan NAME: Kayim Khakkulov 

TITLE: Deputy Prime Minister 
Republic of Uzbekistan 

DATE: DATE: 

BY: 

NAME : Patricia K. Buckles 

TITLE: Director, 
USAID Mission to Central Asia 

DATE: 

Hagler Bailly 4 



I UZBEKISTAN: DRAFT MEMORANDUM OF UNDERSTANDING (MOU) b2-8 

USAID S.O. No. 1.5 

ANNEX 1 

1. General Description 

A. Problem Description 

The Government of the Republic of Uzbekistan recognizes fully the importance of 
foreign investment to the development of its rich oil and gas resource base and has been 
successful in attracting considerable investor interest to date. Other than issues relating to access 
to export markets, the Government of the Republic of Uzbekistan is aware that carefully drafted 
legislation and implementing rules and regulations which reflect international standards and 
norms are important to attracting investment to Uzbekistan. Such a legal &d regulatory must, of 
course, take into account Uzbekistan's unique circumstances to maximize the benefits of its 
hydrocarbon development as well as providing reasonable safeguards for the environment. 

B. Prioritized activities to be performed under the Memorandum of Understanding 
(AMOU@). 

1. Technical Assistance 

USAID plans to provide technical and professional assistance in the area of legislative 
and economic reform of the oil & gas sector. This assistance may take the form of drafting such 
potential legislation and regulations, or evaluating and revising such legislation and regulations 
originally proposed by Uzbekistan or foreign specialists. In addition, USAID will provide experts 
in appropriate fields to complete specific studies or projects in the oil & gas sector, as jointly 
identified and evaluated by USAID and representatives of the Government of the Republic of 
Uzbekistan. 

2. Training 

It is anticipated that USAID will provide in-country training of a professional nature 
during the period covered by this MOU. This training will be provided by international experts, 
both from industry and institutions of higher learning. The training will concentrate on legal and 
economic issues in the oil & gas industry of Uzbekistan as it relates to the world market, and 
other areas of the local energy sector. The training will be provided to a broad range of Uzbek 
specialists. with participation solicited from Government Ministries, Agencies, Committees 
(Parliamentary, for example), Commissions, the National Corporation of Oil and Gas Industry, 
Universities and other institutions of higher learning, NGOs and privatized entities as 
appropriate. 
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11. Responsibilities of the Parties 

A. USAID 

The Regional USAID Mission for Central Asia, in conjunction with a private United 
States technical assistance firm (the <<Contractor ), will be responsible for managing the 
implementation of this proposed activity on behalf of the Government of the United States of 
America. The Contractor will provide on-site technical assistance and training and related 
commodity procurement service for the work described below. 

1. Technical Assistance 

(a) A resident regional advisor to supervise and coordinate all assistance provided under 
this MOU. The advisor will monitor legislative developments in the oil and gas sector and 
communicate concerns and comments to counterparts throughout the broad spectrum of 
interested parties in the oil and gas sector. It is to be understood that the advisor will remain a 
neutral voice but will regularly seek the advice and consensus of representative American oil and 
gas investors. 

(b) Provide short-term specialists as required for specific tasks or projects identified and 
approved by the respective parties. 

0 The above technical assistance will be utilized to carry out the following projects: 

t In conjunction with other foreign specialists engaged as consultants, review and comment 
on Uzbekistan's draft national petroleum law. 

t Assistance in establishment of a Working Committee to draft implementing rules and 
regulations to the proposed Oil and Gas Law. Interested parties including the local oil and 
gas community will be encouraged to take an active role in this Committee. 

F Assist the Government of Uzbekistan in the further privatization and commercialization 
of the national oil and gas corporation structure. 

w Preparation of documentation for establishing a world class national oil and gas 
regulative authority. This authority should be independent of political decision-making 
and personal interests and responsible for rulemaking, enforcement procedures, 
conservation and management of national resources, record-keeping, permit and license 
issuance. fee collection and establishment of oil and gas pipeline tariffs. 

t Review and comment, along with other members of the Advisory Committee, on the 
drafts of the petroleum component of the Presidential Energy Resources for the Republic 
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of Uzbekistan to the Year 201 0 program being coordinated through the Intergovernmental 
Commission. 

Creation and development of a cost-of-service based pipeline tariff methodology for 
Uzbekistan which will ensure that all costs are fully recoverable and funds made available 
for infrastructure enhancement.. 

2. Training 

Provide qualified instructors, facilities, and materials for delivery of the following: 

(a) Advice and assistance in designing and drafting a training curriculum in oil and gas 
law for jurists within the Tashkent State Institute of Law with the cooperation of the Center for 
Law Studies at the University of World Economy and Diplomacy. 

(b) In conjunction with the recent Presidentia7 decree of June 25, 1997 related to 
raising the level of legal training nationally, specific lectures and seminars on contractual 
concepts and international model agreements will be given by selected lawyers from the U.S. 

0 Provision of regularly-scheduled workshop training sessions in five key areas of 
legislative and economic concern to the petroleum sector including: international oil and gas 
agreements, basic & advanced oil and gas accounting, administrative agency law, project 
financing, and international petroleum economics. 

(d) Assistance in development of a business for an Energy Institute under the auspices 
of the Oil and Gas Faculty of Tashkent State Technical University. Under a Working Group 
made up of officials from governmental oil and gas entities, and representatives from domestic 
and international oil & gas firms operating in Uzbekistan, the Institute is to serve a neutral arena 
for debate on oil and gas-related issues that over time will exert a positive influence on energy 
sector policy making. 

B. The Government of the Republic of Uzbekistan 

Under this MOU. it is planned that the Government of the Republic of Uzbekistan will 
provide the following in-kind services to support the technical assistance and training activities 
of the Contractor. 

1. Suitable office space, selected office equipment, and telephones in a centrally 
situated location for the resident and short term advisors provided by the Contractor. 

2. Suitable, and appropriately located, facilities to conduct the training activities 
described in I.A.2 above. 
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3.Timely and regular access by USAID and Contractor personnel to key counterparts 
at the technical and policy making levels in the Government of the Republic of Uzbekistan as 
required by the Contractor to carry out the responsibilities specified in Sections 1I.A. 1 and II.A.2 
above. 

4.Timely and regular access to that data and other information in the possession of the 
Government of the Republic of Uzbekistan by Contractor personnel which is necessary to 
effectively implement the provisions of this MOU. It is understood that this information provided 
will be held in confidence. 

111. Monitoring and Evaluation 

An essential element of the activity is a program of monitoring and evaluation. The Parties agree 
to establish an evaluation program to assess progress toward attainment of the objectives of the 
activity, identify and evaluate problem areas or constraints which may inhibit such attainment; 
and assess how such information may be used to help overcome such problems. 

USAID will provide the support indicated in this Annex 1 only if there is assurance that the 
Government of the Republic of Uzbekistan and local implementing entities will meet their 
obligations hereunder. If project implementation is hindered because the Government of the 
Republic of Uzbekistan fails to meet its duties, as specified under this MOU, it is understood that 
USAID may decline to provide future components of assistance under this MOU and to finance 
future activities and projects in Uzbekistan. 
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RESULTS REVIEW AND RESOURCE REQUEST (R4) 

I SO 1.5 A MORE ECONOMICALLY SOUND AND ENVIRONMENTALLY 
SUSTAINABLE ENERGY SYSTEM AS THE PRIMARY ENGINE OF GROWTH FOR 

1 
CENTRAL ASIA 

- A. OVERVIEW AND FACTORS AFFECTING STRATEGIC OBJECTIVE 

I PERFORMANCE 

The R4 tree and Performance Data Table for this Regional Energy Strategic Objective was 

I submitted in draft for review by AIDIW in May 1996. This was due to uncertainty about funding 
for the new oil and gas initiative which delayed the obligation of funds required to initiate 
development of the work plans. Hence, collection of baseline information on the latest 

I developments in the rapidly evolving CAR energy sector was not initiated until February 1997. 
Nonetheless, the R4 tree and Performance Data Table have already been modified since May 
1996 to incorporate AIDIW feedback and selected recommendations from AIDIW TDYers. 

B. PROGRESS TOWARDS OBJECTIVE 

I 1. Performance Analysis 

I SO 1.5 A more economically sound and environmentally sustainable energy system as the 
primary engine of growth for Central Asia - As indicated above, the baseline information and 

I 
data for the last two of the three performance indicators at the SO level are still being collected. 
These include: increased regional trade in same energy commodities (oil, gas, coal & power) 
between Central Asian Republics; and increased export of energy commodities outside of 
Central Asia. 

Information is available, however, on the first SO indicator which deals with international energy 

u companies and financial institutions (IFIs). Kazakhstan is used as a regional proxy to measure 
progress in attracting private investment in the energy sector. In this regard, it should be noted 
that USAID has been operating in: a) the power and coal subsectors for the past years; and b) the 

I petroleum subsector for only the past 12 months. For power and coal, no International firms or 
IFIs were involved in the subsector when the USAID program was initiated. For petroleum, only 
12 international firms were operating in Kazakhstan in late 1995. The 1996 performance targets 

I 
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I were defined as: 17 for oil and gas, two for power. and one for coal. As of late 1996, the number 
of international energy firms operating in Kazakhstan increased to 29 in petroleum, eight in 
power, and four in coal. 

Progress rating: Better than expected at this preliminary stage. 

I Four intermediate results (IRs) are considered to be of most significance in accomplishing this 

I Regional Energy Strategic Objective. Per the R4 tree the major IRs include: 1.5. 1.1 (legal and 
regulatory environment conducive to private investment in the energy sector), 1 S.2.1 (Central 

I Asian energy sectors restructured), 1.5.3 ).l (economically and fmancially sound energy pricing), 
and 1 S.4.1 (regional cooperation in energy trade and investment planning). The performance in 

- 
each area is described below. - ~ -  - - -  

I IR 1.5-1.1 Legal and Regulatory Environment Conducive to Private Investment in the 
Energy Sector - The performance indicator is the establishment of laws, decrees, and 

I implementing rules and regulations (MRs) that provide transparency, allow entry and exit of 
investment, and define environmental liability and standards. The unit of measure of the number 

I 
of decrees, laws, IRRs drafted. The regional target for 1996 was one law, decree, or ERR for the 
subsectors of oil and gas, coal, and electricity. 

I 
By the end of 1996, the President of Kazakhstan issued edicts (decrees) for petroleum and 
electricity. Both decrees support privatization of, and foreign investment in, the oil and gas and 
power subsectors. The latter decree also provided for the establishment of an independent 

I regulatory entity (IRE). In addition, USAID experts were used to draft a coal law which is now 
being considered by the Government of Kazakhstan. 

I USAID played a key role in the Government of Kyrgyzstan's drafting and issuance of a 
presidential decree creating a similar IRE. Parliament subsequently enacted two draft laws 
prepared by USAID experts. These laws: a) removed monopoly control of the energy sector by a 

I parastatal; and b) provides for the breakup and privatization of the same parastatal. In addition, 
initial drafts of IRRs have been prepared to implement the above-mentioned laws in Kyrgyzstan. 

I The major factors contributing towards the success in Kyrgyzstan include: a) USAID's ability to 
leverage policy reforms through a major World Bank energy loan; and b) a focused advocacy 
effort by USAID consultants to obtain the support of Kyrgyz-Parliamentarians, the Cabinet of u Ministers. and the President. In Kazakhstan the major factors for Mission success include: a) 
local authorities who were receptive to USAID recommendations; and b) the ability to muster the 

I 
support of foreign petroleum firms operating in Kazakhstan and the concerned Ambassadors. 

l 
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Progress rating: The overall-progress under this SO indicator has exceeded -expectations and-is 
accorded an excellent rating. 

1.5.2.1 Central Asian energy sectors restructured - The performance indicator for this IR is 
the privatization of major energy sector assets. The unit of measure is the number of state owned 
assets restructured and privatized. The target for 1996 was one each for the sectors of oil and gas, 
power, and coal. By the end of 1996, and under the umbrella of the laws and decrees mentioned 
in 1.5. 1. 1, the Government of Kazakhstan successfully privatized major components of the 
petroleum and power subsectors. Approximately one third of all oil pumped in Kazakhstan 
comes from joint venture operations, with another third to be privatized over the next year. 
Regarding the power subsector, 1 1 major power plants (equivalent to two-thirds of the national 
generating capacity) and four major coal mines have been privatized over this past year along. 
The Government of Kazakhstan has furthermore privatized several oblast level electricity 
distribution systems. The estimated value of these assets can be measured in no less than tens of 
billions. of dollars. 

Kazakhstan's power sector assets had rapidly deteriorated after the fall of the former Soviet 
Union due to a lack of maintenance expenditures. Since early 1996, the entire system was in 
danger of complete collapse. This, and the recognition of the immense outlays required to 
rehabilitate and maintain the system which was documented by earlier USAID) analyses, 
convinced the government of the urgent need to privatize to mobilize the needed investment 
capital from the international market. 

Progress rating: The overall progress for this indicator has far exceeded expectations and is 
accorded an excellent 

1.5.3.1 Economically and Financially Sound Energy Pricing - The performance indicator for 
this IR is the establishment of energy tariffs and prices that provide for cost recovery and a fair 
return on investment. The unit of measure is the number of cost and market-based tariffs and 
prices in place. No 1996 targets are established for this particular IR. 

Mission has reservations whether the 1997 target will be realized. This includes at least one 
cost-based or market-determined tariffs or prices being established for oil, gas, coal and 
electricity. Based on recent developments and new information, this target may have to be 
modified in the future. One reason for this is the uncertainty created by the scale and rapidity of 
privatization of Kazakhstan's and Kyrgyzstan's energy sectors which resulted in the unbundling 
of state energy concerns into smaller and more economically sustainable units. Unfortunately, 
these new units did not inherit separate and complete balance sheets. 

Despite the apparent chaos, this process is expected to speed up the adoption of western 
accounting practices which is a necessary condition for attaining, this IR. USAID has already 
launched tariff studies in both countries and has supported the successful passage of new laws 
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mandating the use of western accounting standards. At this juncture, the full impact of these 
massive legal and regulatory reforms is working its way thorough the energy sector. 

Progress rating: The overall progress to date for this indicator is guardedly considered to be on 
track. 

1.5-4.1 Regional Cooperation in Energy Trade and Investment Planning - The performance 
indicator for this IR is the establishment of regional energy trade agreements or infrastructure 
agreements. The unit of measure is defined as the number of agreements in place. The 1996 
targets are five, seven, and three agreements respectively for the energy subsectors of petroleum, 
power, and coal. 

The breakdown of regional energy trade and infrastructure agreements actually signed during 
1996 is as follows: petroleum - four; power - six; and coal - two. This minor shortfall is a result 
of. Mission underestimating the difficulties in getting the five Central Asian Republics overcome 
old rivalries and to reach consensus on key energy issues which are of mutual benefit. 

The above difficulties are expected to be overcome during the coming year. However, recent 
developments and new information indicate that the targets for this intermediate result may have 
to be lowered somewhat in the near future. Nonetheless, the desired result of fostering increased 
regional cooperation in energy trade and infrastructure planning is still valid and attainable. 

Progress rating: The progress to date for this indicator is less than expected. 

The IRs above are supported by ongoing and future PPF activities. Specifically, in early 1994 
USAID and a U.S.-based NGO called the U.S. Energy Association CUSEA) jointly developed 
the Central Asia Component of the Energy Industry Partnership Program (EIPP) with the 
ultimate goal of establishing long cooperative relationships between selected U.S. and Central 
Asian power (electricity) enterprises. These ongoing partnerships, which are described in the next 
two paragraphs, are scheduled to come to an end in the latter half of CY 1997. 

With USEA support, Washington Water & Power (WWP) and the Kyrgyz National Energy 
Holding Company (KNEHC) established a utility partnership in February 1995. Since then, a 
series of executive exchanges, conferences. and seminars have been held on electricity tariffs and 
collection. customer relations and metering. and investment project planning. These activities 
have directly supported the process of privatizing the Kyrgyzstan power sector. 

USAID-sponsored energy partnerships are supporting Kazakhstan's transition to a market 
economy- as -well. The first partnership was between Cincinnati Gas & Electric (CGE) and 
Alaugaz Joint-Stock Company. The second is between the New York State Electric & Gas 
Corporation with the same counterpart. The third was between CGE and Kazakhstanenergo; the 
latter being recently unbundled and privatized. Through for a similar to that used in Kyrgyzstan, 
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information and experience on utility management on a for-profit basis has been transferred fiom 
U.S. firms to Kazak counterparts on: natural gas tariffs, power sales, and energy savings. 

A major PPF initiative is proposed for the future. The goal would be to establish a support 
system for existing and emerging energy regulatory and negotiating bodies and personnel in 
Central Asia which could ultimately become self-sustainable. Towards this end, USAID would 

finance partnerships and link-ages to US NGOs such as: a) the Interstate Oil and Gas Compact 
Commission: b) the Association of International Petroleum Negotiators; c) the National 
Association of Utility Regulatory Commissioners; as well as d) the U.S. Energy Association. 

2. Expected Progress through FY 99 and Management Actions 

The overall assessment is that the intermediate results which are a necessary and sufficient 
condition for USAID's Strategic Objective in Energy will indeed be realized in Central Asia. 
Major Progress has already been realized. However, given the enormity of the task and the 
uncertainty of many exogenous factors, it can be expected that specific targets may not be met 
on schedule or may become irrelevant. In such situations, consideration will be given to 
modifying, eliminating or replacing specific targets. 

One very serious concern exists over the financing of the power (electricity) component of the 
regional energy portfolio. Mission requests to USAIDIW for additional funds have been 
successful. As a consequence, the Mission has taken $1.7 million ($0.7 million plus $1.0 million 
respectively of FY97 and FY98 funds) fiom its other portfolios and reallocated it to the regional 
electricity initiative. However, this is approximately $2.3 ) million less than what is needed to 
complete the energy sector privatization and competitive power pool efforts in Kazakhstan and 
Kyrgyzstan in FY98 and to maintain the regional electricity trade activity into early FY99. Unless 
other sources of funding are quickly made available, the Mission has no alternative but to de- 
obligate part of the $5.0 million for the ongoing petroleum sector activity and re-obligate to 
electricity. Otherwise. USAID's regional legal and regulatory reform activities in electricity will 
come to a premature end in the last quarter of CY98. The increase in the mortgage for the 
petroleum component of the energy portfolio will hopefully be temporary and can be eliminated 
between now and early FY99. 

I SO 3.3 REDUCTION IN REGIONAL ECONOMIC AND POLITICAL TENSIONS 
GENERATED BY TRANSBOUNDARY ENVIRONMENTAL ISSUES 

A. OVERVIEW AND FACTORS AFFECTING STRATEGIC OBJECTIVE 
PERFORMANCE 

I The primary focus of USAIDICAR's environment program is the Aral Sea Initiative which has 
two components. The first is to improve the reliability, quality, and quantity of potable water 

I 
available to populations hardest hit by the Aral Sea disaster. The majority of this work has been 
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successfUlly completed and is now drawing to a close. As a result, USAID is widely recognized 
as the first of the donors to provide visible, on-the-ground assistance to communities in the area. 

The second component of the program is the regional cooperation component which brings 
policyrmakers from all five republics together to discuss common concerns of managing water in 
the Aral Sea Basin. Despite significant progress to date, substantial work remains in the regional 

cooperalion component in order to ensure a solid, working foundation for policies that will both 
support sustainable water management ,in the Aral Sea Basin and promote regional political 
stability and economic growth. Besides the Aral Sea program, USAID is financing limited legal 
and regulatory activities in urban and industrial pollution abatement. 

The R4 Tree and Performance Data Table for the Mission's Environment Objective were 
submitted to USAIDfW for review in May 1996. After the review, the Mission received 
numerous recommendations for improving the documents. In August, further inputs were 
received during the TDY Almaty of a ENIEEUD staff member. The R4 Tree and Performance 
Data Table contained in this document have been: a) modified to incorporate USAIDIW 
recommendations; and b) further streamlined and simplified to facilitate monitoring and 
reporting. 

B. PROGRESS TOWARDS OBJECTIVE 

1. Performance Analysis 

SO 3.3 Reduction in regional economic and political tensions generated by trans-boundary 
environmental issues-The EN1 Bureau strategic objective is to reduced environmental risks in 
public health. Due to the unique circumstances of Central Asia and given the overarching 
geopolitical concerns being addressed by the Office of the Vice President's Aral Sea Initiative. 
the Mission strategic objective (MO) is as stated above. 

Water management in the Aral Sea Basin is identified as the greatest environmental issue with 
trans-boundary impact in Central Asia. Increased regional cooperation in water management and 
related industrial and urban pollution abatement is the performance indicator. To reduce tensions 
in this area, short and long-term regional agreements on water management and related pollution 
abatement are critical and have been identified as proxy variables for measuring progress. 

In this regard. six short -term agreements on water sharing and use were signed in 1995 and 
seven in 1996. The actual number exceeded the target in both years. All agreements were annual 
or seasonal in nature and represented the first such agreements signed by the Central Asian 
Republics since the fall of the former Soviet Union. No long-term agreements were expected in 
1995 or 1996. It is hoped that at least one long-term agreement will be place by 1998 for 
management of all, or a major part, of at least one of the two major rivers in the Aral Sea Basin. 
The list follows below. 
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Dates, Titles, and Places of Signing Short-term Water Use Agreements 

t June 95: Toctogul Cascade Water Sharing between Kazakhstan, Kyrgyzstan and 
Uzbekistan (Bishkek). 

t Feb. 95: Protocol of the Interstate Coordination Water Manage Kazakhstan, Kyrgyzstan, 
Uzbekistan and Tajikistan for Arnu Darya Rivers (Shyrnkent). 

t April 95: Water and Energy Sharing Protocol between Kazakhstan and Uzbekistan 
(Tashkent). 

t June 95: Protocol of the Interstate Water Management Commission of Kyrgyzstan, 
Uzbekistan, Tajikistan and Turkmenistan (Buhara) covering the Syr Darya and Arnu 
Darya Rivers. 

t July 95: Protocol of Negotiations between Government Delegations of Kazakhstan and 
Uzbekistan on Water and Energy Sharing (Tashkent). 

t Dec. 95: Toctogul Cascade Water Sharing between Kazakhstan, Kyrgyzstan and 
Uzbekistan (Bishkek); 

t Jan. 96: Protocol of the Interstate Coordination Water Management Commission of the 
Central Asian Republics on Water Sharing (Chardjev, Turkmenistan). 

t April 96: Water & Energy Protocol of the Council of Prime Ministers of Kazakhstan, 
Kyrgyzstan and Uzbekistan (Tashkent). 

t April 96: Agreement on Water and Energy Sharing, and Construction of Gas Pipelines in 
Central Asia between Kazakhstan, Uzbekistan and Kyrgyzstan (Tashkent). 

t May 96: Statement of Water and Energy Use by Heads of Government for Kazakhstan, 
Uzbekistan and Kyrgyzstan (Bishkek). 

t May 96: Protocol of the Meeting of the Governments of Kazakhstan and Kyrgyzstan on 
Water Sharing during Vegetation Period of 1996 (Bishkek). 

t Aug 96: Protocol of the Working Conference of the Reps. of the Water and Energy 
Sectors of the Republics of Kazakhstan, Kyrgyzstan, Tajikistan and Uzbekistan 
(Bishkek). 

t Aug 96: Protocol of the Interstate Coordination Water Management Commission of the 
Central Asian Republics (Bishkek). 
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Progress Rating: Satisfactory at this stage. 

Two sets of intermediate results (IRs) are of primary significance in accomplishing this strategic 
objective. Per the R4 tree these include: 3.3.1 and 3.3.2 (mitigation of negative environmental 
impacts of the Aral Sea disaster on local populations) and 3.3.3 and 3.3.4 (development of a legal 
and regulatory framework conducive to reducing environmental risks to public-health). 

IRs 3.3.1 & 3.3.2 Mitigation of negative environmental impacts of the Aral Sea disaster on 
local populations - These focus mainly on the potable water and public health and sanitation 
components of the USG's Aral Sea Program being implemented in Uzbekistan, Kazakhstan, and 
Turkmenistan. In Uzbekistan, USAID provided and installed chlorination and laboratory 
equipment, and conducted training and management improvements to two main water treatment 
plants, both located at the Tuyumayun reservoir on opposite sides of the . Arnu . Darya river, 
servicing Karakalpakstan and Khorezm Oblast. At least 200,000 people should benefit fiom 
potable water improvements and another 100,000 through the public health program. Toctogul 
Cascade Water Sharing between Kazakhstan, Uzbekistan (Bishkek). 

In Kazakhstan, USAID improved wells and pipelines, provided lab equipment, and conducted 
public health and sanitation seminars in the Kyzl-Orda Oblast. Wellfeld rehabilitation and 
chlorination equipment installation began in June of 1995 and, except for a few minor activities, 
have been completed. A total of 7 pump stations, 32 water wells, and 5 laboratories have been 
improved along the 200-kilometer Aralsk- Sorbulack Federal pipeline system resulting in a 
doubling of capacity and a 60% reduction in energy consumption. At least 200,000 people now 
benefit from improvements in potable water and an equal number fiom public health activities. 

In Turkmenistan, USAID activities were located in the Turkrnenbashi Etrap, close to the Aral Sea 
and near the Uzbek frontier. Activities include providing a reverse osmosis water treatment plant 
and water quality monitoring equipment as -well as a public health and sanitation program. At 
least 100.000 people benefit from improvements in potable water and 200,000 should benefit as a 
result of the public health program. The reverse osmosis unit is installed and operational and the 
Government of Turkmenistan took over full control in April 1997. 

Progress rating: Excellent, despite major logistical difficulties of operating in the remote Aral 
Sea disaster zone. This has been a successful activity that has achieved its objectives. The 
majority of the potable water activities will have been completed by September 1997. 

IRs 3.3.3 & 3.3.3 Development of a legal and regulatory framework conducive to reducing 
environmental risks to public health - The USAID Regional Cooperation Program has been 
active in Central Asia for the last two and a quarter years. The program has been providing 
technical assistance and training sustainable water management. The focus for the past year has 
been on the use of economic tools in water resources management. and more specifically, on 
water pricing. These two IRs pertain to the preparation of appropriate national laws, decrees, 
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and/or implementing rules and regulations (IRRs) supporting: a) sustainable water management 
in the Central Asian regions and b) in other topics of environmental concern such as urban and 
industrial pollution. The targets and actual results are presented in the Performance Tables and 
are broken down by count for these two categories. In the case of water management, the actual 
results exceeded the targeted levels of 1995 and 1996. The only Central Asian Republic which 
did not initiate legal and-regulatory reform in water management during this period was 
Turkmenistan. In other environmental areas, efforts to date have been limited to Kazakhstan and 
Uzbekistan and have exceeded the targets. In 1995 and 1996, legislation, decrees, and 1 1 -Rs 
were drafted for air pollution, environmental insurance, emissions trading, environmental audits, 
and water user associations. 

Necessary activities for reforming the policy regime for sustainable environmental management 
are analysis and advocacy. Under this IR, the Mission has used tours, workshops, seminars, and 
conferences to transfer information on free market approaches to environmental management. 
Regional conferences on selected policy topics were used to identify progressive decision makers 
and reform advocacy groups. These were followed by for a to provide more focused information, 
analysis, and training for selected groups and individuals. As a result, these individuals and 
groups are becoming more effective in conducting policy analysis and advocacy. 

The resolutions generated in these events provided a mandate for attendees to pursue key issues 
with their respective governments. In water management, the primary focus has been on water 
pricing, standards, and economic tradeoffs in using water for energy generation instead of 
irrigation. The success of these activities is key to the successful drafting and passage of new 
environmental legislation, decrees, and IRRs; in the five republics and the concluding of regional 
agreements for -water sharing and energy trade. Some of the more notable resolutions include: 

Protocols, Agreements, and Public Announcements 

Jan. 96: Protocol of the Interstate Coordination Water Mgt. Commission of the Central 
Asian Republics on Water Sharing. (Chardjev, Turkmenistan). 

April 96: Water & Energy Protocol of the Council of Prime Ministers of Kazakhstan, 
Kyrgyzstan and Uzbekistan (Tashkent). 

April 96: Agreement on Water and Energy Sharing in Central Asia I between Kazakhstan, 
Uzbekistan and Kyrgyzstan (Tashkent). 

May 96: Statement of Water and Energy Use by Heads of Government for Kazakhstan, 
Uzbekistan and Kyrgyzstan (Bishkek). 

One activity of the program is to assist to the CAR governments in reaching a long-term 
agreement on the Toctogul Reservoir. This agreement is necessary for ensuring adequate supplies 
of water for agriculture and energy and reducing the potential for conflict. The agreement will 
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also secure future World Bank assistance and attract investment into the region. Significant 
progress has been made working through the Interstate Council of Kazakhstan, Kyrgyzstan and 
Uzbekistan (ICKKU). In December 1996, for example, members of the adopted principles for a 
long-term energy and water user agreement which are currently under review and will be used to 
draft the agreement in 1997. 

In support of regional cooperation in water management in the Aral Sea Basin. the Mission has 
financed ten applied demonstration projects in sustainable water management. These projects are 
listed below. The results were presented at a December regional workshop of CAR policy makers 
and will contribute to the signing of the regional agreement for management of the Toctagul 
Reservoir. 

Demonstration Projects 
- .  

Short-term Runoff Forecasting of the Amu Darya River; 
Creating an Optimal Water Quality Observation Network for the Aral Sea; 
Water Quality Monitoring at the Epicenter of the Aral Sea Ecological Disaster Area; 
Assessments of the Impacts of Human Activity on the Upstream Syr Darya Basin; 
Evaluating Impacts of Falling Aral Sea Levels on the Moisture Content of Surrounding 
Areas; 
Forecasts of Aral Sea Levels Using Probability Analysis; 
Scientifically Based Methods of Water Pricing; 
Water Quality Standards for the Syr Darya River Basin; 
Pricing Water During the Transition to Paid Water Use in Central Asia Republics; and 
Economic Damage Evaluation in Water Use. 

Besides water management, the Mission program promoted legal and regulatory reform in 
pollution abatement through the provision of technical assistance for designing and drafting 
policies. laws. implementing rules and regulations; and economic incentive mechanisms. 
Accomplishments in Kazakhstan include: GOK approval of municipal legislation for an Almaty 
pilot emissions trading Program, launching a GOK initiative for developing a national 
environmental action plan with multiple donor funding. and drafting of major segments. of a new 
national environmental law for nature protection. In early FY96, the geographic focus was 
expanded from Kazakhstan to include Uzbekistan. Regarding the latter, USAID technical 
assistance was instrumental in the recent passage of a Clean Air Act in Parliament. Working with 
officials from the Uzbekistan Ministry of Nature Protection. USAID experts helped develop and 
review the 30 articles which make Lip the law. The legislation sets a framework- for future air 
Pollution laws by setting standards and a means for enforcement. An example is requirements for 
types of fuels and the naming of agencies responsible for developing regulations and for carrying 
out the mandates. 
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Progress rating: Satisfactory, however, a great deal remains to be done if the Mission Objective 
of regional economic and political tensions generated by trans-boundary environmental Issues in 
Central Asia is to be realized. 

The Rs above are supported by ongoing partnerships activities. USAID activities in regional 
cooperation in sustainable water management in the Aral Sea Basin have been ongoing for the 
past 24 months. In this regard, two major USlCAR partnerships have been established. The first 
is the Regional Water Allocation Models for the Amy Darya River Basin. The University of 
Texas and counterparts in each of the Central Asian Republics are cooperating in a joint 
modeling effort that compares various water allocation scenarios in the region, based on different 
economic and hydrological criteria and the development of various options. The second is the 
Integrated Data Management for the Syr Darya River Basin. A U.S. research organization, the 
Research Triangle Institute, and counterparts in Kazakhstan, Kyrgyzstan and Uzbekistan are 
cooperating, in the development of a water pollution emissions management and decision 
support system. This effort utilizes much of USAID's previous work on a similar model 
developed for the Danube River system in Eastern Europe. 

For all these activities, donor coordination is essential to achieve maximum impact. In this 
regard, USAID water supply improvement activities have leveraged significant support from 
other donors. In Kazakhstan, the World Bank has committed $7 million to a Pilot Water Project 
to extend the USA-ED improvements in Kyzl-Orda oblast, with $30 million planned by FY99. In 
Turkmenistan. 18 trucks have been supplied by the World Bank to deliver water from the 
USAID-built plant to area communities. Also, a $30 million Water Supply and Sanitation project 
is planned for FY97 for improved water supply, public health and water management in 
Turkmenistan in the same Dashkhovaz region as the USAID project. In a February 1997 meeting 
of the Interstate Council for Aral Sea, the World Bank- announced that the conditionality for 
releasing loans totaling, up to $380 million was the signing of major long-term regional 
agreements or treaties for the management of the Toctagul Reservoir. This has been a major 
objective of the USAID regional cooperation program. 

2. Expected Progress Through 1999 and Management Actions 

Following is a list of activities planned for the Regional Water Cooperation Component of the 
Aral Sea Program needed to achieve the goals of the Mission's Strategic Objective for the 
en~lironment: 

b Develop long term international contract or agreement, working with ICCKU and ICAS. 
on the ToctoguI Reservoir water releases for the Syr Darya. 

t Develop long term international contracts or agreements, working with ICCKU and 
ICAS, on other multiple-use reservoirs on the Syr Darya and Amu Darya rivers and their 
tributaries. -- , 
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I b 
Provide training to CAR groups on negotiating skills for regional cooperation in water 
use and related energy issues. 

b Provide assistance on specific water pricing methodologies through workshops dealing 
with the implementation of water pricing laws. 

I t Provide training on economic methods for water resources management. 

I b Train local water managers and economists, including members of the Sustainable 
Development Commission of ICAS. on water allocation models to be used as a basis for 
future cooperative water sharing agreements on pricing and water quality. 

I b Conduct donor coordinators meetings on water management and Aral Sea programs with 
the goal of turning programs into regional treaties and agreements. 

I b Develop Partnerships between regional Central Asian organizations like ICAS and 
ICKKU with entities such as the International Boundary and Water Commission for the 
Colorado River Basin and the International Joint Commission for the Columbia River 
Basin. 

111. STATUS OF THE MANAGEMENT CONTRACT 

The Management Contract agreed to by the Mission and Washington during last spring's R4 
reviews has been altered for the regional strategic objectives, as follows: 

A. Strategic Objective Changes or Refinements - The Mission has changed the focus of 
the Regional Energy Strategic Objective 1.5, to more fully reflect the role that energy will 
play in the economic development of central Asia, as described in this Regional R4. 
Concomitant with this change are major alterations in the R4 tree and tables. The Mission 
has also changed the wording and revised the R4 for the Regional Environmental 
Strategic Objective. In contrast to last year, it focuses on transboundary issues rather than 
just improved air, water, and waste management practices. 

B. Partnership For Freedom - As indicated in the discussion of individual strategic 
objectives. the Mission sponsors active partnerships in the energy sector and in the 
environment partnerships throughout Central Asia. These partnerships strongly 
complement our technical assistance efforts and will serve to continue our work even 
when USAID/CAR is no longer in Central Asia. In the future, we will seek opportunities 
to use partnerships when and where appropriate as an effective tool to amplify the impact 
of our ongoing programs in energy and the environment. 
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I C. Phase-Out Dates - USAIDICAR presented its framework for transition in the CAR 
countries in a cable sent to Washington in September 1996. In this document, the Mission 

I argued that the entire CAR region should continue to be funded under the FSA (or other 
funds set aside for the former Soviet Union) for as long as possible. The Mission also 
argued that the end of FSA funding should not herald the end of an official USG technical 

I cooperation presence. In addition, the Mission stated that phase-out should occur on a 
regional basis so as not to send the wrong political signal to the affected countries. 
Finally, the Mission noted that the current program in Central Asia fits in the DA menu of 

u activities and that a shift to DA funding at some later date would not entail any dramatic 
changes in ongoing activities. These issues will need to be further discussed in 
Washington during the formal R4 review process. - 

I D. Environmental Compliance - Environmental issues requiring IEEs and EAs rarely 
emerge in USAID/CARYs program in Central Asia. At this time; we-are not aware of the 

I need for any environmental impact assessments for FY98. 

I IV. RESOURCE REQUIREMENTS 

I 
Funding levels for FY 1998 and beyond are provided in the accompanying annexes. The country 
levels have been decided by Washington, but the Mission has determined how to best share 
limited resources among competing strategic objectives. In this connection, the tables reveal that 
the Energy Strategic Objective will continue to be funded at modest levels for the next five years, 
thus continuing Mission efforts to restructure the industry along competitive lines and create an 
attractive investment environment. Environment, also, will receive modest funding for policy- 
oriented activities. 
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Attachment 4 

CENTRAL ASIAN REPUBLICS OIL  AND GAS SECTOR REFORM PROGRAM 

IMPLEMENTATION PLAN : MAJOR ACTION ITEMS 

A Actions Planned N No Action Contemplated 
USAID 
Strategic 

Action ltenis Objectives UZBEKISTAN TURKMENISTAN ............................................................................................................................................................................. KAZAKHSTAN . . ............................................................................................................................................... " 

i SO I .5 i ; N  i i Drafted & Negotiated, f Metnorandurn Of 'i Drafted & Negotiated, ! :  . . . . . . . , . . . . i Understanding . . . . . . ...... . . ................................................................. .......................................................................... ............................................................... .................................................................. ............................. ....... ; i ; : ; 2 : ; . . 
i SO 3.3 . . . . . . . . i i Awaiting Govt. Approvals ................................................................ ...... .......................................................................... ............................................................... .................................................................. ............................. ....... i Awaiting Govt. Approvals i : i ; ; : A : : 

i i N i Comprehensive Oil & Gas Law IR 1.5.1.1 i * i N ...... .......................................................................... ............................................................... ................................................................................................ ....... . . ; ; : ; i .................................................................. . . . : .. . i i Work With World Bank ................................................................ . . .......................................................................... ...................................................................... ..................................... ; .................................................................. i i : : . . . . . . . . i i Funded Clifford Chance Draft IV i . . .......................................................................... ................................................................ ..................................................................................................... .......................... .......................................... : : ...... i ; ; 
i Independent OGRA iIR1.5.1.2 f *  jInProgress i ! A  i A ................................................................. .......................................................................... ..................................................................................................... .................................................................. ; i ;......A : ; 

iIR1.5.l .I  i *  ilnProgress i ...... ; A  i A j Offshore Regulations ................................................................ .......................................................................... ............................................................... L.................................................................. : ............................. ; ....... ; ; i ; ; . . . . . . . . . . . . . . i IR 3.3.3 . . . . i Reviewing Local Regs. ................................................................ .......................................................................... ................................................................... .............................................................................................................. ; ; 
i IR 1.5.1.1 j *  f A  i ...... ; A  i A f Onshore Regulations ................................................................. .......................................................................... ....... ............................................................... .................................................................. . . . . I :.............................a , : i : : . . . . . . . . . . i lR 3.3.3 . . . ...... . i Reviewing Local Regs. ................................................................ .......................................................................... ..................................................................................................... .................................................................. ; : ; 2 ; i 

i i A j Pipeline Tariff Methodology j l R  1.5.2.3 f * f In Progress ................................................................ ...... .......................................................................... ........................................................................................................................................................................ 8 : i : i . . . . . . . . i lR 1.5.3.2 i i . . ................................................................ ................................................................................................................................................. . . ............................. ....... i Review EU TACIS's Work i : .................................................................. : ; : : ; 
i *  i i A i Restructuring & Privatization i IR 1.5.1 ................................................................ .......................................................................... ............................................................... I .................................................................. : .............................. : ....... : : ...... i ; : 

j Assist In Contracts & ! l R l S . l  i . * i . Completed Draft Of Aral j j N j A . . . . . . . . . . . . . . Agreements . . . . ...... . . ................................................................. .......................................................................... ............................................................... ! .................................................................. i ............................. : ....... ; ; 2 ; : . . 
i MO 3.3 

. . 
i . i . Sea Consortium Agreement & i i ................................................................ .......................................................................... ...................................................................... ..................................... .................................................................. . . . . i : , i : : 
i i Prospectus . . . . . . . . .......................................................... .......................................................................... ..................................................................................................... .................................................................. ...... i : ; : i ......: i . . 

Assist In Tender (Onshore lR 1.5.1 i . i N  . i i~ jA . . . . . . . . . . . . i Blocks) . . . . . . . . . . . . .................................................................................................................................................................................................................. .................................................................. ............................. ....... : : ; : : 
i SO 1.5 

. . i Training . . 
i i In Progress i i In Progress i ................................................................. A ...... .......................................................................... ............................................................... : .................................................................. : ............................. : ....... ; ; i ; : * Need for regional consistency, international standards, and common methodology. 

Planned to develop standard models which can then be adapted to individual countries. 



3. Performance Data Tables 
OBJECTIVE: A MORE ECONOMICALLY SOUND AND ENVIRONMENTALLY SUSTAINABLE 
ENERGY SYSTEM AS I't1E PRIMARY ENGINE OF ECONOMIC GROWTH FOR CENTRAL ASIA 
APPROVED: 5/96 COUNTRYIORGANIZATION: USAIDICAR 
RESULT NAME: Strategic Obiective 1.5 
INDICATOR: a) Increased IF1 and private investment in oil, gas, coal, and power. 
UNIT OF MEASURE: Number of private companies or International Financial Institutions (IFls) with 
investments in the energy sector 

SOURCE: Kazakhstan Petroleum Association (private sector trade association) and the Ministries of Oil and 
Gas, Energy and Coal in the Government-of Kazakhstan (GOK). 

INDICATOR DESCRIP7'ION: International energy companies and 
lFls investing in oil, gas, coal. and power sectors. 

COMMENTS: Kazakhstan serves as a regional proxy to measure progress in attracting private sector 
investment in the energy sector. In this regard, USAlD has been operating in: a1 the power and coal sectors 
subsectors for the pasfihree years; and b)jhe petroleum subsectoiin ~azakhstan foithe 14 months. It is 
expected that this measure will be expanded in the near future to capture the impact of Mission work in the 
other CAR republics. 
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OBJECI'IVE: A MORE ECONOMICALLY SOUND AND ENVIRONMENTALLY SUSTAlNABLE 
ENERGY SYSTEM AS 1'IlIS PRIMARY ENGINE OF ECONOMIC GROWTH FOR CENTRAL ASlA 
APPROVED: 5/96 COON I'KYIORGANIZATION: USAIDICAR 
RESULT NAME: Strategic Objective 1.5 
INDICATOR: b) Increased regional energy trade between CAR countries 
UNIT OF MEASURE: Energy trade is estimated millions of dollars 

SOURCE: The Executive Council for the Interstate Council for Kazakhstan, Kyrgyzstan, Uzbekistan; and the 
Ministries of OilIGas, Energy/Coal, and Foreign Affairs. 

INDlCATOR DESCRIPTION: Expanded trade in oil, gas, coal and/or electricity. 

COMMENTS: The levels and patterns of energy trade among the five republics and with Russia is critical to 
measuring progress. However. dollar information is difficult to obtain and generally not reliable. Only 
volume statistics can be considered reliable as much of the trade will be concluded under barter 
arrangements. For purposes of monitoring, the recorded volumes of trade in terms of oil, gas, coal and 
electricity will be lnultiplied by the international price for the same commodities and adjusted for annual 
inflation. 
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OBJECTIVE: A MORE ECONOMICALLY SOUND AND ENVIRONMENTALLY SUSTAINABLE 
ENERGY SYSTEM AS Tt1E PRIMARY ENGINE OF ECONOMIC GROWTH FOR CENTRAL ASIA 
APPROVED: 5/94 COUNI'RY/ORGANIZATION: USAIDICAR 
RESULT NAME: Strategic Objective 1.5 
INDICATOR: c) Increased export of energy commodities outside the Central Asian Region 

UNIT OF MEASURE: Exports of barrels of oil, cubic meters of gas, and megawatts of electricity. 

SOURCE: The Executive Council for the Interstate Council for Kazakhstan, Kyrgyzstan, Uzbekistan; the 
Ministries of OilIGas, EnergyICoal, and Foreign Affairs; and U.S. Embassies 

INDICATOR DESCRIPTION: Expanded export of oil, gas, coal, andlor electricity outside of the CAR. 

COMMENTS: This is an addiLional indicator which was not captured in the earlier R4 exercise approved in 
96 State cable 5697. Dollar information is difficult to obtain and generally not reliable. For purposes of 
monitoring, the more reliable volume information on oil, gas, and electricity exports will be used. Baseline 
and performance information for this indicator is currently being collected/copied. 
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0.00 
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APPROVED: 5/96 COUN'l'RY/ORGANIZATION: USAIDICAR 
RESULT NAME: IR 1.5.1. I - Legal and Regulatory environment conducive to private investment in the 
energy sector 
INDICATOR: Laws and iniplementing rules and regulations that provide transparency, allow entry and exit 
of investment, and define environmental liability and standards. . 

YEAR 

UNIT OF MEASURE: Number of decrees, laws and implementing rules and regulations (IRRs) drafted. 1995 (B) 
oillgas 
power 
coal 
power 
coal 

SOURCE: Cabinet of -Ministers, Ministries of OiIlGas and Energy/ Coal, Kazakhstan Petroleum Association, 
and U.S. Embassies. 

1996 
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power 
coal 
I 

INDICATOR DESCRIPTION: Regulatory and legal regime reform through introduction of appropriate laws, 
decrees, and IRRs for oillgas, coal and electricity. 
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COMMENTS: Kazakhstan and Kyrgyzstan serve as temporary proxies for Central Asia. 1998 
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OBJECTIVE: A MORE ECONOMICALLY SOUND AND ENVIRONMENTALLY SUSTAINABLE ' 
ENERGY SYSTEM AS 7'11E PRIMARY ENGINE OF ECONOMIC GROWTH FOR CENTRAL ASIA 
APPROVED: 5/96 COUNTRY/ORGANIZATION: USAIDICAR 
RESULT NAME: IR 1.5.2.1 - Central Asian energy sectors restructured. 

INDICATOR: Major energy sector assets privatized. 

UNIT OF MEASURE: Nurnber of state owned energy assets privatized. 

SOURCE: Cabinet of Ministers. Ministries of OilIGas and EnergyICoal, State Privatization & Property 
Committees, and U.S. Embassies. 

INDICATOR DESCRIPTION: Privatization of power system; coal mines; and oillgas fields, pipelines, and 
refineries. 

COMMENTS: Kazakhstan and Kyrgyzstan serve as temporary proxies for Central Asia. 
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OBJECTIVE: A MORE ECONOMICALLY SOUND AND ENVIRONMENTALLY SUSTAINABLE 
ENERGY SYSI'EM AS l ' l  IIi PRIMARY ENGINE OF ECONOMIC GROWTH FOR CENTRAL ASIA 
APPROVED: 5/96 COUN I'IIYIORGANIZATION: USAIDICAR 
RESULT NAME: I f <  1.5.3.1 - Economically and financially sound energy pricing. 

INDICATOR: Energy tariffs and prices provide cost recovery and fair return on investment 

UNIT OF MEASURE: Number of cost and market based tariffs and prices in place. 

SOURCE: Cabinet ol' Ministers, Ministries of Oil/Gas and EnergyICoal; Kazakhstan Petroleum Association 
and other private sector sources; public record (publ\catlons, announcements, etc);and U.S. Embassies. 

INDICATOR DESCRIPI'ION: Energy tariffs and process determined on a cost of service and/or market 
basis. 

COMMENTS: Kazakhstan and Kyrgyzstan serve as temporary proxies for Central Asia. 
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oillgas 
power 
coal 
1999 
oil/gas 
power 
coal 
2000 
oillgas 
power 
coal 
200 1 
oillgas 
power 
coal 
2002 
oillgas 
power 
coal 

PLANNED 

0.00 

0.00 

I 
I 
1 

2 
2 
2 

3 
3 
3 

4 
4 
4 

5 
5 
5 

6 
6 
6 

ACTUAL 

0.00 

0.00 



p--* & 

OBJECTIVE: A MORE ECONOMICALLY SOUND AND ENVIRONMENTALLY SUSTAINABLE 
ENERGY SYSTEM AS 'fI1E PRIMARY ENGINE OF ECONOMIC GROWTH FOR CENTRAL ASIA 
APPROVED: 5/96 COIJNTRYIORGANIZATION: USAIDICAR 
RESULT NAME: IR 1.5.4.1 - Regional cooperation in energy trade and investment planning. 
INDICATOR: Regional energy trade or infrastructure agreements. 

UNIT OF MEASURE: Number of agreements. 

SOURCE: The Executive Sub-committee for the Interstate Committee of Kazakhstan, Kyrgyzstan, and 
Uzbekistan; and the Interstate Council for the Aral Sea. 

INDICATOR DESCRIP.I'ION: Bilateral. trilateral, or region wide agreements for regional energy trade and 
infrastructure development. 

COMMENTS: None. 

YEAR 

1995 (B) 
oillgas 
power 
coal 
power 
coal 

1996 
oillgas 
power 
coal 
oillgas 
17 

gower 
coal 
1 
1997 
oillgas 
power 
coal 

1998 
oillgas 
power 
coal 
1999 
oillgas 
power 
coal 
2000 
oillgas 
power 
coal . 
200 1 
oillgas 
power 
coal 
2002 
oillgas 
power 
coal 

PLANNED 

5 
7 
3 

6 
8 
4 

7 
9 
5 

8 
10 
6 

8 
10 
6 

8 
10 
6 

8 
10 
6 

ACTUAL 

4- 
agreements 

3 
2 

4 
6 
2 



OBJECTIVE: Reduction in regional economic and political tensions generated by trans-boundary 
environmental issues. 
APPROVED:5/96 COUNTRY/ORGANIZATION: USAID/Central Asia 
RESULT NAME: IRs 3.3.1 lC3.3.2 - Mitigation of negative impacts of the Aral Sea disaster on local 
populations. 

PLANNED 

water 0 
health 0 

water 
.44M 
health 
.40M 

water .5 
health .4 

INDICATOR: Improved: a) reliability of potable water-, and b) adoption of sound sanitation practices. ACTUAL 

0 
0 

.5M 

.5M 

YEAR 

UNIT OF MEASURE: Number of people benefited (cumulative) 1995 
power 
coal 

SOURCE: Tracking by USAID staff 1996 
oillgas 
17 

!Owe, 
coal 
1 

INDICATOR DESCRIPTION: Populations with improved access to a) potable water and b) public health 
education and information. 

1997 

COMMENTS: Activities to end no later than September 1997. 

I 



OBJECTIVE: Reduction in regional economic and political tensions generated by trans-boundary 
environmental issues. 
APPROVED:5/96 COUNTRYIORGANIZATION: USAID/Central Asia 
RESULT NAME: IRs 3.3.3 & 3.3.4 - Legal and regula,tory framework conducive for reducing environmental 
risks to the public liealtli 
INDICATOR: Legal and regulatory regime supports sustainable environmental management. 
UNIT OF MEASURE: Number of decrees, laws and IRRs. 

SOURCE: Contractors and USAlD staff 

INDICATOR DESCRIPTION: Laws or decrees which bring about regional water sharing or water 
pricing. 

COMMENTS: For 1997 the main goal in water is the signing of a long term agreement on the Toctogul 
Reservoir 

ACTUAL 

5 
0 
0 
0 
0 

5 
0 

2 
0 
1 
2 
0 

4 
2 

YEAR 
1995 
power 
coal 

1996 
oillgas 
17 Ywer 
coal 
1 

1997 

PLANNED 
- Water 
Kazak l 
Uzbek 0 

FGf ! 
Turk 0 
Other - 
Kazak I 
Uzbek 0 
- Water 
Kazak 2 
Uzbek 0 

!$f ; 
Turk 0 - Other 
Kazak 3 
Uzbek 1 
- Water 
Kazak 1 
Uzbek 1 

Ft$f ; 
Turk 0 
Other - 
Kazak 4 
Uzbek 2 





I K 
1 5 2 2 

Irs 
1 5 2 3 
and 
1 5 3 2 

IR 1 5 3 

I R 
1 5 3 1 

CommentsINotes 
IRES = Independent Regulatory tntltles. IKKs = nnplementlng rules Br regurations, %BS = 0%server status, N = No; NA =Rot applicable; TBD = To be determined; Y = Yes 

II icr~'as~d pr~ce 
competltlon 

Actual costs oS 
servlce 
identilied Ibr 
ener y 
prodguctton. 
transl~l~sslon 
and distribution 

Reg~onal 
cooperallon in 
energy trade and 
~nvest~ncnl 
planning 

Com~n~tmcnt to 
regional energy 
trade & 
cooperation 
generated b 
advocacy eKbrts 

$$ = dollars. 

~ a r h c t  
lnec11at11~1n!. 
;~llo\\cd ti1 
opcralc 

lntl Standards ol 
accounting used 
~n calcul;~l~ng 
costs 01 cncrg! 
ser\ I C ~  

Re lon,~l cnerg) 
tra% agrcelncnts 
or ~nlri~struclurr 
agreelncnts 

Regional group 
act~vcl) engaged 
In ncgotlating 
terms oStradc Ibr 
energy 
co~nmod~t~cs 

#=number. &=an?. 

l ) c l~n i l~on  
Compcttthe 
\ \ I~oIc~ale ~nnrkets 
lor p o w r  U n ~ t  # 
01 \\llolesalc 
marLcts 
I )c l in~ l~on I'uhlic 
and r lb i l l ~  wctor 
111 o f .  gas,'&,al. & 
po\\cr cntltlcs 
adopt ncstern 
DCCOIIII~IJ~ 
pr.:ictIces f ln i t  # 
o l  cnrllles 
L ) e l i ~ ~ ~ t ~ o n  
Uilnteral. trilateral. 
or rcglonal 
agreements Sor 
reglo~lal energy 
Ira+ and 
lnlraslruclure 
dcvelo men1 
(,nit $of 
agrconents 
Ilclinition 
Concerned NIS 
gov'rs regularly 

I Y Y 5  

po\rcr 

I995 
o~llgas 
power 
coal 

1995 
o~l/gos 
power 
coal 

1995 
Kazak 

0 

0 
0 
0 

4 
3 
2 

Yes 

lncctlllg In 

nrgotlale regional 
ilgreelncnls on 
luels, water & 
po\rer U n ~ t  
inclnb?rsl~ip o f  key 
coulltries In 
regional body 

N A 
NA 
NA 
N A 

NIS = New 

NA 
N A 
NA 
NA 

lnde endent 

0 

0 
0 
0 

NA 
N A 
NA 

NA 
NA 

CAR= Central Asian Re ublics. ov'ts= overnments, 

Uzbek 
Russ~a 

0 

0 
0 
0 

NA 
NA 
NA 

N A 
NA 

N 
N 
Y 
N 

States; IFts = 

Y 
N 

0 

0 
0 
0 

5 
7 
3 

Y 
Y 

intl = 

OBS. 
N 
Y 
OBS 

International 

2 

3 
3 
3 

7 
9 
5 

Y 
Y 
OBS 
N 
Y 
OBS 

Financial Institution; 

0 

0 
0 
0 

4 
6 
2 

Y 
Y 

2 

4 
4 
4 

8 
10 
6 

Y 
Y 
Y 
OBS 
Y 
OBS 

international; 

I 

2 
2 
2 

6 
8 
4 

Y 
Y 
Y 
Y 

Y 
Y 



.. NAI PFRI-ORMANC'I: OA 
I . IVIIL I<liSII1.1 

S I A 1 I : M I ~ N I  

'A: I3/2VJ,INI;. I AIZCJ, 1 A N D  ACI  . . . . 

1'1 l<l ORhIANCl 
INI)I( AIOI( 

IJAI, RI.S[JLTS 
13ASl<l.INl~: 

I)/\ I'A 

1994 

INI)ICAIOI< 
111 I IN1 I ION 
ANl) l l N I  I 0 1 '  
hII  AS1 IKI .M[NI '  

TARGFI'S AND ACI'UAI, RESULTS (CUMULATIVE) 

VAl.LJL~ 

1995 

TARGET 

2 

0 
0 

0 
0 
0 

0 
0 
0 

0 
0 
0 
0 

3 
0 
2 

0 
0 

AC'I'UAI. 

6 

0 
0 

0 
0 
0 

0 
0 
0 

0 
3 
0 
0 

5 
0 
2 

0 
0 

0 

0 
0 

0 
0 
0 

0 
0 
0 

0 
0 
0 
0 

0 
0 
0 

0 
0 

1996 

TARGET 

4 

0 44M 
0.40M 

0 
0 
0 

25 
25 
25 

7 
32 
2 
I 

5 
I 
3 

6 
20 

M 0 3 3  

Irs 3 3 1 and 
3 3.2 

I R 3 3  1 I 

l R 3 3  1 3  

I R 3 3  1.3 

1R 3.3 2 1 

IR 3.3 2 2 

ACTUAL 

7 

l.lOM 
0 40M 

0 
0 18M 
0 

25 
25 
25 

7 
32 
2 
1 

5 
I 
3 

6 
14 

1997 

TARGET 

4 

1.3M 
0.4M 

15 OM 
25 OM 
10 OM 

75 
75 
75 

7 
32 
2 
1 .  

5 
2 
3 

6 
20 

Rrduct~on 111 
reg~onal 
econolnlc and 
po l~ t~ca l  
~L'IISII)IIS 
gcncratcd hv 
trans-bounda 
e n v ~ r o n m c ~ ~ l ; ~  
ISSUCS 

M~trgat~on o f  
ncgatlve 
envi rontn~ta l  
impacts ol the 
Aral Sca 
Il~sastcr on 
local 
populatio~is 
lJSAlD \\nter 

:ipDYbLmcnt 
~ C ~ I V I ~ I ~ S  
leverage other 
donor support 

Water supply 
fac~litates 
mana~ed on a 
sustatnablc 
bass 

Water supply 
& trealmet~t 
fac~l~t ies 
~mproved 

Inl'ormation on 
local water 
qua111 
availaxle and 
widely 
d~sseminated 

Adequate info 
disseminated 
puhl~c health 
as 11 relates to 
potable water 
~n Aral Sea 

7 n n ~  

ACTUAL 

199 

TA 

4 
I 

1998 

TARGET 

4 
I 

AC 
AC 

25 OM 
25.OM 
40 OM 

AC 
AC 
AC 

AC 
AC 
AC 
AC 

AC 
AC 
AC 

AC 
AC 

In~rc.~\cd 
rcgto11;1I 
coopcr ;~t~o~~ ~n 
\r;ilcr resources 
mall;igctncl11 111 
the Ar:~l Sca 
13;1>111 ,111d 
~ndustr~al 6 
urban p i~ l l u t~on  
ab;~to~ncnt 
I~npro lcd a) 
r c l ~ a h ~ l ~ t \  6 
a\ ;~~l ;~ l>~l i t \  01' 
potnhle \rilcr. 
and h) ;~dopt~on 
01 sound 
sa111tat1o11 
pritcllccs 
Other donors 
~ n a h ~ n g  
SI~III,.II~ 
111\estme11ts ~ n t o  
notcr \uppl! and 
trc'atmcnt 
~~llraslruclurc 

Adequate 
rccurretlt budget 
pro\ ldcd b) host 
country o\ 't Ibr 
sustalnc!0&~ 
o l  watcr 
treatment 
lhc~l~t ics 

C)ual~t\ qualltlt) , 
and rellahll~t) o f  
potable \taler 
~ncrcascd due to 
rehah~litatcd 
f a c ~ l ~ t ~ s s  

Water qual~tv 
Inonltorlng n'nd 
rcponlng 
improved 

Ilealth cduccltlon 
pro r,lms and  pub?^; healtll 
demo projects 
~ncreased 

A C T U A L  

I ) c l i n~ t~on  Short 8: 
long term h~latcral. 
tr~latcr;ll. and 
rcg~o~la l  
agreements on 
trans-hounda 
en\ ~ ronmcntx  
~ssucs l ln l t  # o f  
agrecmcnts 

I)el in~t~on. 
I'opulat~on w ~ t h  
~mproved access a 
r t a b l e  water . and 
) publ~c health 

educat~on.and ~ n l o  . 
U n ~ t  # ol people 
bcnclitted 
I)cl imt~on Ability 
01 IJSAII) to 
Ickcrage other 
donor ~~l \est~nents 
to enhance overall 

f;;?y;;'"p;~i 
~~~vestcdlprogramm 
cd 
I )e l in~t~on 
USAIlI-ass~sted 
\taler trca!menl 
I h c ~ l ~ t ~ e s  lunct~on 
el l tct~vely on a 

early basis . Unit $ .  o o l  O B M  costs 
covered by local 
authorit~es 
1)elinltlon 
USAID-ass~sted 
rehabrl~tation o f  
selected water 
treatment Saclllt~es 
cqmpleted Unit # 
ol ~mproved pump 
stat~ons. water 
tkells, and 
treatment plants 
De l in~ t~on  Labs 
prov~ded w ~ t h  
adequate 
equipment. 
trammg. and 
reagents issuing 
t;er~odic reports 

nlt. # o f  
~ m p r o ~ e d  labs 
operating 

I)elin~tlon Areas 
recelvmg.publ~c 
health ~ n l o  & 
health demo 
pro ects Un~ts # 
of Rayons & health 
rlrmnnrnlcrt< 

Water1 
Energy 
s -.I. 
1.-'I' 
(N-C) 

Water 
Ilealth 
(cum) 

Kazak 
Turk~n 
Uzbek 
(N-C) 

Kazak 
Turkm 
Uzbek 

PS 
WW 
TP 
RO 
(Cum) 

Kazak 
Turkm 
Uzbek 
(cum) 

Rayons 
Projs 
(cum) 
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Regional 
Agency SO 3.3 Reduced Environmental Risks in public Health 

.- 

I 
Mission Objuective (MO) 3.3 Reduction in Regional economic and political tensions generated by transboundary environmental issues. 

Timeframe: 5 years 
Indicators: Increased regional cooperation in water resouces management in the Aral Sea Basin and industrial and urbank 
pollution abatement. 

IR 3.3.1 IR 3.3.2 
Mitigation of negative environmental impacts of the Aral Sea disaster on 
local populations. 
Timeframe: 5 years. 

Indicators: Improved: a) reliability and availability of potalbe water; and 
b) adoption of sound sanitation practices. 
Partners: Water Committee and Oblast Administration. 

R 3.3.3 IR 3.3.4 
Development of legal and regulatory framework 
conducive for reducing environmental risks to 
public health. 
Timeframe: 5 years. 

Indicators: Legal and regulatory regime supports 
sustainable environmental management. 
Partners: Water Management and Natural 
Resource entities. 

IR 3.3.1 USAID water supply 
improvement activities leverage 
other donor support. 
Timeframe: 4 years. 

Indicators: Other donors making 
significant investments into 
water supply and treatment infra- 
structure. 
Partners: World Bank. 

IR 3.3.2.1 Information on local 
water quality available and widely 
disseminated. 
Timeframe: 3 years. 

Indicators: Water quality 
monitoring and reporting improved. 
Partners: SES labs and Ministry of 
Health. 

IR 3.3.3.1 IR 3.3.4.1 
Environmental policy (water and non-water) 
recommendations of selectred progressive 
groups considered and adopted. 
Timeframe: 5 years. 

Indicators: Improved quantity/quality of 
analysis and advocacy supportin g high 
priority environmential policy and legislation. 
Partners: Water Management and Natural 
Resource entities. 

IR 3.3.1.2 Water supply facilities 
managed on a sustainable basis. 
Timeframe: 3 years. 

Indicators: Adequate recurrent 
budget provided by host country 
govt. for sustained O&M of water 
treatment facilities. 
Partners: Water Committee and 
Oblast Admin~stration. 

IR 3.3.2.2 Adequate Information 
disseminated on public health as it 
relates to potable water in Aral Sea 
Disaster Zone. 
Timeframe: 3 yrs. 

Indicators: Health education 
programs and public health demo 
projects. 
Partners: SES labs and Ministry of 
Health. 

IR 3.3.3.2 Regional 
strategies developed to 
reduce water pollution 
and consumption. 
Timeframe: 5 yrs. - 
Indicators: Results of 
applied demo projects 
used for formulating 

IR 3.3.4.2: Pilot Waste 
minimization 
demonstration projects 
influencing policy 
makers. 
Timeframe: 5 yrs. 

Indicators: Pilot 
projects for reducing 
pollution at selected 
plant and urban sites 
implemented. IR 3.3.1.3 Water supply 

strategies for efficient 
water usage. 
Partners: Water 

treatment facilities improved. 
Timeframe: 3 yrs. 

Indicators: Quality, quantity and 
reliability of potable water 
increased due to rehabilitated 
facilities. 
Partners: Water Committee and 
Oblast Administration 

Ministries of managers and 



Notes: AMC = Antimonopoly Committees; CAR = Central Asian Republics; IREs = Independent Regulatory Entities; 
IRRs = Implementing Rules and Regualtions; JSC= Joint Stock Companies; MECI = Ministires of Energy & Coal Industry; 
MOGI = Ministies of Oil & Gas Industry; MOF = Ministies of Finance; Reg. = Regional; MO = Mission Objective; 
MOFA = Ministries of Foreign Affairs; and SO = Strategic Objective. 

REGIONAL SO 1.5 A more economically sound and environmentally sustainable energy system 

MO 1.5 An effective policy framework in place to achieve private investment in an environmentally sound, regionally efficient, 
market oriented energy sector. timeframe: 5 yrs. 

Indicators: a) Increased IF1 & private investment in oil, gas, coal and power; and b) increased regional energy trade in same 
energy commodities between Central Asian Republics. 

IR 1.5.1 IR 1.5.2 
Restructuring and privatization of the energy sector in Central Asia 
Timeframe: 5 yrs. 

Indicators: Restructuring & privatization of state-owned energy sector assets. 
Partners: AMC, MOGI, MECI, MOF, IFIs and private firms. 

IR 1.5.3 Regional cooperation in 
energy trade and investment planning. 
Timeframe: 4 yrs. 

Indicators: Regional energy trade of 
infrastructure agreements. 
Partners: MOGI, MOF, MECI & MOF 

I 
IR 1.5.3.1 Commitment to regional 
energy trade & cooperation generated 
by advocacy efforts. 
Timeframe: 3 yrs. 

Indicators: Regulatory group actively 
engaged in negotiating terms of trade 
for energy commodities. 
Partners: CAR policy makers from 

IR 1.5.1.1 Legal and regulatory 
environment conducive to private 
investment in energy secotr. 
Timeframe: 4 yrs. 

Indicators: LawsIIRRs that 
provide transparency, allow 
entrylexit and define environmen- 
tal liability and standards. 

IR 1.5.3.1 Economically and 
financially sound energy pricing. 
Timeframe: 4 yrs. 

Indicators: Energy tariffslprices 
provide cost recovery and fair return 
on investment. 
Partners: AMC, MOGI, MOF, 
MECI, IRE, JSC & private firms. 

Partners: AMC, MOGI, MOF, 
MECI and MOE. 

MOGI, MECI, and MFA. 

I 
IR 1.5.1.2 Separation of energy 
sector policy formulation from 
implementation of regulatory 
practices and standards. 
Timeframe: 3 yrs. 

IR 1 S.2.2 Increased price 
competition. Timeframe: 3 yrs. 

Indicators: Market mechanisms 
allowed to operate. ' 

Partners: AMC, MECI, MOF, 
MOGI, & private firms. 

Indicators: Effective IREs 
established. Partners: AMC, MECI, 
MOF gL MOGI IR 1.5.2.3 IR 1.5.3.2 

Actual cost of service identified for energy production, transmission and 
distribution. 

Timeframe: 3 yrs. 

Indicator: International standsards of accounting adopted in calculating costs of 
energy service (including capitaVfinancia1 requirements). 
Partners: MOGI, MECI, MOF, JSC, and private firms. 



Hagler Bailly Consulting 
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Attachment 6.2 

Kazakhstan: Implementation Plan 

l'entativc l'ask, Sub-Tasks and hlilestones 
Estimatcd Estimatcd 

Task ID 'I.iisks & 'I'cntativc Suh-Tasks Resource Team(s) Milestones Completion Duration 

- - 

I 
- - -  

I 
- 

28 Prov~de Ass~sta~icu as Necdcd SRP 6 Montlis ( ( ~ s s i s t  In Reslmcting & Privalization As Needed 3Q98 

I I I I I 

26 

27 

22 

23 

24 

25 

30 Provide A s s ~ s t a ~ ~ c e  As Needed I CAT 1 10 Months I As Needed I 3Q98 

I I I I 

6 Montl~s 

6 Montlts 

6 Montlls 

Prepare Study iind I'roposal & Seek Approvals 

At~alvze NOT & PrennrcRcco~~~~~~c~~da~ion 

29 

I 
- - 

Sfarrrlard htudels as Sltuwtt in Bold Itulic I I I I I I I 

Drajl Sfattrlard O/jsl~urc Rrxslutir~nr* 

Drajl Slanrlard O~tslroru Re~rrlrttiuns' 

I:acil~tate Adoptloll of S1:tttd;lrd Rcgule~~ults 

IV. Res t l~c t i~r i~~g & I ' r i ~ ~ t ~ / ~ l t ~ o ~ t  ol'K~1ahI101l 

VII. Assist With Aral Sea Consort~u~n I'rospcctils & Agreement 

Kazak Im Plan 
m 

RRT 

RRT 

RRT 

Con~plete Draft of Offsllore Regulations 

Cotnplete Draft of Onshore Regulations 

Submit Comprehensive Regulations for Adoption 

SRP 

SRP 

Hagler Bailly, Inc. 

2Q98 

2Q98 

3Q98 

2 Months 

3 Montl~s 

Study Proposal Approved 

Submit Restructinl! Recomtnendation 

l Q98 

2098 
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Q*Q -*&. Kazkh Im Plan 

Attachment 6.4 

Kazakhstan: Implementation Plan 

, 'Tentative 'Task, Sub-Tasks and i%lilestones 

Estimated Estimated 

Hagler Bailly, Inc. 

Task I D  

18 

19 

23 

20 

21 

22 

24 

25 

26 

'I'asks & 'I er~tative Sub-'l'asks Resource Team(s) Duration Milestones 

Review Tacis Work on ' far i l l i  

Seek Approval for Furtlicr Work 

Study Export I'ipel~~ies Alteniat~b's 

Study of lnfa.. Costs. Tarill's. etc . Clr Report 

Fonn Pipeline TarilfCo~i~~rlittee 

Facilitate Adoption o f  TariIT Melliodology 

V. Restn~cturing & Privati7.atio11 ol' NOCs 

Prepare Study Proposal & Approvals 

Analyze NOC's & Prepare Reco~n~i ie~tdat~o~i 

*Standard hiodels are slrowrr in Bold I ~ a l i r  

PTT 

KCG.WRJ 

P7T 

FIT 

KCG,WRJ 

P?T,KCG,WRJ 

SRP 

SRP 

2 Mo~itl is 

l Molltll 

6 Montlis 

3 Months 

l Montli 

6 Montlls 

3 Months 

3 Montlis 

Reco~i~~nend Scope o f  Work for l~iternal and External Pipelines 

Recommend Oil and Gas Export Strategy 

Reco~nmend Tariff Metliodology 

Pipeline Tariff Committee Fonned 

Recotn~nerld Tariff Metliodology for Adoption 

Submit Stirdy Proposal 

Submit Recommendations for Restructuring & Privatization 

Completion 

I Q98 

2Q98 

2Q98(?) 

2Q98(?) 

3Q98(?) 

3998 



Hagler Bailly Consulting 

id 



Attachment 7.1 implementation Plan: Kazakhstan, Uzbekistan, & Turkmenistan 

I)rvc~lopt~~etl~ oJStandard hfodels is planned to be carried out in llagler Bailly, 1nc.k 

Ilo~rsrort (,/lice ~virh glrtdlince andparticipation of variozts resource teams 

h'ote 2 Sttrt~cllrrtl d fodels are planned lo be. 111i1i:ed in carrying olrt Implenientation Plan Tasks and Tentative Sub-Tasks 

Model 111 'I'ashs & 'I'cntative Sub-Tasks Resource Tearn(s) 
r------------T--------------""'--------------------------------------------------------- 

I '  Cornprchensive Oil & Gas Legislation 
r------------t-------""'-------'---'--------------------------------------------------------- 
I 
I 

I Compare Oil & Gas Legislation In CAR Countries 
r------------ +-T--------------------------------------------------------------------------------- 

1 * 1011 & Gas Regulatory Agency (OCRA) 
r-----------'T--------------""'--'-------------------------------------------------------------------- 
I I Develop Model Organization Structure and Administrative Procedure '------------+----------------------------------------------------------------------------------- 
:3 
I 

I Offshore & Onshore Rules & Regulations 
r------------T""--------------""----------------------------------------------------------------- 
I 
I 

I Assenlble Library Of Technical Standards For Oil & Gas Operations 
r------------+----------------------------------------------------------------------------------- 
I I Asscrnble Uniform Rules & Regulations From Selected Countries 
I 
r------------ +----------------------------------------------------------------------------------- 
I 1)cvelop Model Offshore Rules & Regulations ;------------+----------------------------------------------------------------------------------- 
I I 1)cvelop Model Onshore Rules & Regulations 
:------------+--------------------------------------------------------------F-------------------- 
! 4 I O i l  & Gas Pipeline Tariff  Methodology -. ;------------+----------:------------------------------------------------------------------------ 
! ! Compile Oil and Gas Pipeline Statistical Data Base ;------------;---------'-------------------------------------------------------------------------- 
I I Summarize Standard Components Of Tariff Methodology 
r------------ +----------------------------------------------------------------------------------- 
1 1 Guidelines For Restructuring & Privatization I n  FSU 
[6- - - - - - - - - - - - t-----------------------""""-'----------------------------------------------------------- 

I O i l  & Gas Contracts & Agreements 
r------------+----------------------------------------------------------------------------------- 
I 
I 

I Assemble Library Of Model Agreernents(PSA,JV, EOR, Etc.) 
r------------+----------------------------------------------------------------------------------- 
I I 1)cvelop Components Of Model Agreements For CAR 
L------------L----------------------------------------------------------------------------------- 

; ---------------- I 
LDT 1 

I ---------------- I 
1 ---------------- i 

RRT 1 
I ---------------- I 1 
I ---------------- I 

RRT 1 
I 

.---------------I 
RRT . 

7 
I ---------------- I 

RRT 1 
I ---------------- I 

RRT 1 
I ---------------- I 1 
I 

----------------I 
PTT 1 

I 
----------------I 
PTT ---------------- I I 
SRP 1 

I ---------------- I 1 
I .--------------- I 

CAT, LDT 1 
I ---------------- 1 

CAT 7 
I 

.---------------J 



Alt;~chmcnl 7.2 Kazakhstan: Implementation Plan 

Trsk ID Tasks & Tentative Sub-Tasks Resource Tea m(s) 

i-------------+-----------------------------------------------------+------------------n 

! 3 I 'I'aril'fs Procedures Manual I PTT 1 
I ~-------------+-----------------------------------------------------~------------------i 

[4 ! Prepare & Conduct Training Workshop 1 PTT 1 
i-------------r-----------------------------------------------------r------------------ 
I Ongoing Assistance With Rates (2 weekstquarter) ! PTT -i ! 
i-------------+-----------------------------------------------------+------------- 
! 0 ! 11. Provide Assistance With KazTransOil's Strategic Plan ! i 
;-------------+-----------------------------------------------------+------------------1 

! 7 ! Assist In Development Of Strategic Plan ! PTT,SRP 
1 
! 

'-------------+-----------------------------------------------------+------------------l 

[X 1 Develop Restructuring Plans ! PTT,SRP 1 ! 
'-------------+-----------------------------------------------------+------------- 
[Y Ill. Assist KazTransOil With New Mgmt. Practices ! I 

4 
-""--------r----------------------------------------------------- 

'1 0 
,--- ------ "" ------ 

Assist Carana ~/Accounting Project ! SRP i 
r----"""---r'----------'--""""-----------------------------------------r------------------ 
! I I  ! Capital Budgeting & Forecasting ! SRP i 
I I I r-------""--r-----------------------------------------------------r------------------ I 
1 I2 IV. Develop Recommendations For Supplemental Legislation I I 1 I 
r-----------"r"-----------------"""---------------------------- ,..--- ------- ------- I 
I 13 I Review Existing Petroleum Laws & Regulations LDT 1 I 
:-------------+-----------------------------------------------------r------------------l 
1 I4 ! Compare Petroleum Laws In  CAR Countries* ! LDT 1 

! 
'-------------+-----------------------------------------------------+------------------l [I 5 Develop Model Of OCRA * ! RRT 7 ! 
i-------------+-----------------------------------------------------+------------------1 

I 16 I Promote Adootion Of OGRA I JMB ? 
I I 1 ------------- -------------- I ...................................... ------------------ i 

117 I Develop Recom. For Supplemental Legislation ; LDT 1 
I 

I 
r-------------r"---------------------------------------------------r------------------l 
118 I V. Continue Drafting Of Rules & Regulations I 1 

I 
I ------------- -----------------------------------------------------r------------------l [I 9 r Complete Ongoing Regulations Work ! RRT 1 

i-------------+-----------------------------------------------------+------------------' 
1 20 I Review FSU Style Rules & Regulations ! RRT 1 ! '-------------+-----------------------------------------------------+------------------' 
[2 1 ! Develop Recommendations RRT 1 

I 
'-------------' r-----------"----------------------------------------r------------------ I 

[22 ! Drafr Standard Offshore Regulations* , !RRT ! ;-------------+-----------------------------------------------------+------------------ 
123 I Drafr Standard Onshore Regulations* 1 

I 
; RRT 

-------------r-----------------------------------------------------r------------------ I 
r24 I Facilitate Adoption Of Standard Regulations 1 RRT 1 

I 
I 

r-------------r"-----------------"""----------------------------r------------------ I 
I 25 I VI. Restructuring & Privatization Of KazakhOil 1 ! ! '-------------r-----------------------------------------------------+------------------ 
r26 ! Prepare Study Proposal & Seek Approvals I SRP 4 
l----_--------l r---------""-----------"------------------------------r------------------ I 

:27 
I 

I Analyze NOC & Prepare Recommendation 
I 

I SRP 1-------------r-----------------------------------------------------+------------------ 1 I 
128 I Provide Assistance As Needed 1 SRP 1 I 
-------------r"---------------------------------------------------r------------------ I 

[2 9 VII. Assist With Aral Sea Consortium Prospectus & Agreement ! 1 ! 
-""--------r-----------------------------------------------------T------------------ 

'3 0 Provide Assistance As Needed ! CAT 4 I ! i-------------+-----------------------------------------------------+------------------ 
! ! * Standard Models are shown in Bold Italic ! 

4 
I 



Attiichrncnt 7.3 Uzbekistan: Implementation Plan Tasks &Tentative Sub- 

Task ID Tasks & Tentative Sub-Tasks Resource Team(s) 
r-'-----------------T-------------------------------------------------T------------------------ 

I '  I. Draft Petroleum Law & Regulations I 
! ! i-------------------+-------------------------------------------------+------------------------ 

! 2  ! Comment On Clifford Chance Draft 1V I LDT 1 I ;-------------------+-------------------------------------------------+------------------------ I 
! 3 ! Review Existing Petroleum Laws & Regulations I LDT I I ;-------------------$---------------------------------------------------+------------------------ I 

! j  ! Compare Petroleum Laws In CAR Countries* ! LDT 
I 
! 

r-------------------T-------------------------------------------------T------------------------ 
! 8 ! Facilitate Adoption Of Petroleum Law I FAN 8 1 ;-------------------$---------------------------------------------------+------------------------ 
! y  ! Form Rules & Regulations Working Committee ! RRT 

I 
! 

'-------------------$---------------------------------------------------+------------------------ 
:I 0 I Promote Adoption Of Model Rules & Regulations RRT I 

I 
I 

I-------------------T------------------T-TTTTTTT------TT--------TTTT---r------------------------ I 

[I I I 11. Restructuring & Privatization Of Uzbekneftegas Entities I 
I 

I 
I 

r-------------------7"'-------------------------------------------------+------------------------ I 
112 I Prepare Study Proposal & Seek Approvals S W  I 

I ;-------------------+-------------------------------------------------T------------------------ I ' 

! 13 ! Analyze Uzbekneftegas Entities & Prepare ! SRP I 
! '-------------------+-------------------------------------------------+------------------------ [I 4  I Provide Assistance As Needed iSRP I 

I 
I 

r-------------------T-------------------------------------------------T------------------------ I 
I I5 1 Ill. Pipeline Tariff Methodology I I 

I 

;-------------------T-------------------------------------------------+------------------------ I 
I6 ! Prepare Study Proposal & Seek Approval ! PTT 

I 
! 

-------------------T-------------------------------------------------T------------------------ [I 7 I Study Of Infra., Costs, Tariffs, Etc.& Report ! PTT 
i 
I 

.-------------------+-------------------------------------------------+------------------------ 
r18 ! Form Pipeline Tariff Committee I FAN 

i 
! ;-------------------$---------------------------------------------------+------------------------ 

1 I9 I Facilitate Adoption Of Tariff methodology I FAN,PTT 
r-------------------T----------------------------------------------------T------------------------ 

i 
! 20 ! IV. Develop Oil & Gas Curriculum For Attorneys ! 

I 
! '-------------------;---------------------------------------------------+------------------------ 

r 2  I ! Design Ideal Curriculum ! LDT 
i 
! '-------------------+----------------------------------------------'---+------------------------ 

[22 1 Initial Instructional Support . !LDT 
i 
! 

-----""----------t-------------------------------------------------F--T------------------------ 
:2 3 1 V. Serve As Advisor To RUZ Long Range Energy Program I 

i 
I :-------------------T-------------------------------------------------+------------------------ 

! 24 ! Serve As Needed ! FAN 
I 
! ;-------------------$---------------------------------------------------+------------------------ 

I I * Standard Models are slrowtt i t ~  Bold Italic I I 
L-------------------I,,,-,,-------------------------------------------------L------------------------l 



Attachment 7.4 Turkmenistan: Implementation Plan 

Task ID Tasks & Tentative Sub-Tasks Resource Team(s) 
r------------"-r------'-------------------------------------------r------------------- 

I I. Promote OGRA & Draft Petroleum Regulations 1 
1 1  ! ! r---'--------"-r------------------------------------------------r------------------- 
! 2  ! Compare Petroleum Laws In CAR Countries ! LDT 

i 
! 

I I r---'--------"'r'-----------------------------------------------T------------------- I 

1 I Develop Model Of OGRA 1 RRT 1 
I 

I r---------------r'-'"""----------------------------------------------T------------------- I 

I “  ! Facilitate Adoption Of OGRA ! WRJ 
1 
! r-----"--------r------------------------------------------------T------------------- 

! ! Review FSU Style Rules & Regulations ! RRT -i ! 
r-------""----r------------------------------------------------r------------------- 
I 6 I Develop Recommendations ! RRT i 

! ---------'--'-'r'---------""'--------------------------------------T------------------- 
r 7  ! Drafr Standard Offshore Rrgulations ! RRT i 

! '---------------;------------------------------------------------+------------------- 
[8 I Drafr Stattdard Onsliore Regulations I RRT 7 

I 
I 

r-----"--------r----""----------"'-------------------------T------------------- 
I 9 I Facilitate Adoption Of Standard Regulations ; WRJ 4 

I 
r---------"'----r------------------------------------------------r------------------- I 
lo 111. Assist With Oil & Gas Contract Issues 1 

! ! ---------------r-------"""-'-----------------------------------------r------------------- 
r l  I ! Assist In Development Of Negotiating Guidelines I KCG i 

! r---------'-"--r----------""'--------------------------------------r------------------- 
! 12 ! Advise On Economics, Negotiations, PSA, & JVA Issues ! KCG i 

! '---------------;------------------------------------------------+------------------- 1 

7 3  1 Ill. Assist With Onshore Tender Process I I 
1 

---------------r--------------""'------------------------T------------------- I 
'1 4 I Data Collection, In-house Evaluation ;KCG 
r-----"--------r----""'--'-----------------------------------------T------------------- 

7 
I 

! I5 I Bidding Procedure, Prequal., & Negot.Guidelines ! KCG 1 
! r---------""--r----------""'--------------------------------------T------------------- 

1 I6 Bid Evaluation & Selection Of Successful Bidders ! KCG i 
I ! ---------------r"----------------------------------------------T------------------- 

r17 ! IV. Pipeline Tariff Methodology i 
! '---------------;------------------------------------------------+------------------- 

:I 8 I Review Tacis Work On Tariffs I PTT I 
I I 1 - - - - - - - - - - - - - - - r - - - - - - - - - - - - - - - - - - - - - - - T  1 

9 ! Seek Approval For Further Work ! KCG 1 
! 

1 ---------------r------------------------------------------------T------------------- 
r20 Study Of Infra., Costs, Tariffs, Etc.& Report ! PTT i 

! 
r---------------r------------------------------------------------T------------------- 
121 ! Form Pipeline Tariff Committee ! KCG i 

! r---------"----r------------------------------------------------r------------------- 
122 I Facilitate Adoption Of Tariff methodology , PTT,KCG i 

I 
I r-----------"--r------------------------------------------------r------------------- I 

! 23 ! V. Restructuring & Privatization Of NOCs ! ! 1 '---------------;------------------------------------------------+------------------- 
1 2  4 I Prepare Study Proposal & Approvals 1 SRP 4 

I 
---------------r--------------'-""-'---------------------------------T------------------- I 

r 2  5 I Analyze NOCs & Prepare Reconimendation ; SRP 7 
I 

r---------------r------------------------------------------------T------------------- I 
I I * Standard Models are slrowir in Bold Italic I I 

1 

L---------------L------------------------------------------------L-------------------J 


