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Green Development Road Map for the Heating Sector in Republic of Kazakhstan

I. Introduction 

1. 	In 2004, the Ministry of Economy and Finance of Korea (“MoEF”) launched the Knowledge Sharing Program (“KSP”) which is knowledge-based development and economic cooperation program designed to share Korean development experience with partner countries. In addition, in 2011, the MoEF newly initiated the Joint Consulting Program with International Organizations (“IOs”) in order to provide tailored solutions for partner countries by leveraging regional expertise and networks established by the IOs. KSP offers comprehensive policy consultation tailored to the needs of the partner countries, encompassing in-depth analysis, policy recommendations, and training opportunities.

2.     According to the Memorandum of Understanding the KSP[footnoteRef:1], and the project proposal submitted by the Ministry of Energy of the Republic of Kazakhstan through the Asian Development Bank (“ADB”), the MoEF and the Kazakhstan government agreed to undertake the project through KSP-ADB Joint Consulting Program. Under the supervision of MoEF, the Export-Import Bank of Korea (“Korea Eximbank”), as the government agency for KSP will arrange Green Development Road Map for the Heating Sector in Republic of Kazakhstan (the “Project”). The Project aims to provide the Kazakhstan government ("GoK") and relevant institutions with consultations for low carbon development in Kazakhstan, especially in the heating sector. The main activities, implementation arrangements, and financing plans of the Project will be confirmed based on consultations with the relevant stakeholders. [1:  The Memorandum of Understanding was duly signed on May 5, 2011, between the ADB and the MoEF.] 



II. Background

3.	Kazakhstan is the 8th major producer of coal and the largest exporter of uranium ore. In the overall energy mix of Kazakhstan, coal takes the biggest share (70.4%), followed by natural gas (19.4%), while renewables represent only 10.2%. As a result, Kazakhstan is the largest greenhouse gas (GHG) emitter (14,363 metric tons per capita) among the Central Asia and Organization for Economic Co-operation and Development (OECD) countries.

4.	According to an OECD report, energy sector generates about 80% of total GHG emissions, 90% of which comes from heat generation. Kazakhstan’s heat supply sector is more than 50 years old which consists of 12,300 kilometers of pipes and 2,427 heat producers, among which 45% is combined heat and power (CHP) plants, 35% large boilers, and 20% small boilers. The district heating plants run mostly on coal, while some use natural gas or black oil (mazut). The outdated and poorly maintained assets cause disruptions in supply to end users. The heat system loss is considered to be 30% or more.

5.	The tariffs for the different heat supply services have been kept low for social reasons. As a result of low tariffs and unmeasured consumption, district heating companies cannot generate capital to upgrade their assets, thus, the heat supply systems are facing technical and financial deterioration issues. The main stakeholders for heat sector are Ministry of Energy, Ministry for Infrastructure and Industrial Development, Ministry of National Economy, local municipalities (Akimats), National Power Transmission company “KEGOC”, industrial consumers as well as retail consumers as end users.

6.	The Government adopted a Concept for Transition to the Green Development in 2013 and a revised Ecological Code in January 2021 which is focused on country’s obligations under the Paris Agreement. Nevertheless, Kazakhstan’s green growth performance has been mixed as the greenhouse gas emission continues to grow as economic development heavily relies on coal-fired energy and heat production. The country’s annual per capita CO2 emissions of approximately 16.804 tCO2 in 2018 which is much higher than global average (4.97 tCO2/cap/yr). The energy sector contributes 82.4% of the country’s total emissions which associated with fuel combustion.

7.	The Government is ready to introduce reforms in the sector creating balance and clear regulatory framework, increasing renewable share, and energy efficiency standards in the heat sector. To this end the new heat law along with the associated legal package inclusive of tariff methodologies is being drafted with the support of ADB.  As New law aims at fundamental reforms in heat sector at policy level as well as institutional level. As a good continuation of the effort, the suggested project can help to create a clear guidance in form of green development road map as well as the list of potential investment projects which can decrease carbon emissions and climate change impact significantly. 

8.	This project concept paper (PCP) reflects the intention of Kazakhstan and Korea to cooperate and collaborate on low carbon development and transition from coal to renewable energy sources in Kazakhstan. The Project will mainly (i) assess existing development strategies and recent sectoral reforms (ii) review Korea’s experience on heating sector transformation and low carbon development (iii) establish a roadmap for green development of heating sector and investment attraction in Kazakhstan. 

9.	For this project, the Korea Eximbank will be responsible for planning, management and monitoring of the project, in close coordination with the GoK and ADB. Korea Eximbank will employ a consultant of a Korean national(s) (“KSP consultant”) to conduct activities in accordance with key milestones. To ensure successful project implementation, the KSP consultant is expected to (i) liaise directly with the Korea Eximbank, GoK, Ministry of Energy and ADB (ii) report the progress of the project according to the project schedule and/or upon request in a timely manner, and (iii) actively and effectively communicate with the Korea Eximbank,the GoK and ADB. The details of the assignments are subject to change upon mutual consent of Korea Eximbank and the GoK.


III. Detailed Tasks

10.	 (Activity 1) Conduct diagnostic analysis on the existing development strategies and on-going sectoral reforms in the heating sector of Kazakhstan

This activity involves desktop study as well as site visits to make assessment of current needs of the heating sector considering the factor of the new Heat law and the associated legislation. This activity will include the following:

(i) [bookmark: OLE_LINK3]Reviews on Kazakhstan government’s policies (including Strategy 2050), legislative measures, and institutional frameworks in the heating sector leveraging on work currently undertaken under ADB’s technical assistance (Supporting Renewable Energy – Inclusive Heat Supply Legislation Project);
(ii) Analysis on Kazakhstan’s current and future strategies towards low-carbon development and heating sector transformation;
(iii) High-level view of country’s overall generation mix (i.e., operational, in construction, planned) on national level and each regions;
(i) Case study on projects (on-going and terminated ones) in heat sector development, involving private sector investments.

11.	 (Activity 2) Share Korea’s experience of establishing a successful heating system

This activity mainly involves a detailed comparative case study of heating sector development in Korea. Specifically, the case study is based on the following:

(i) Analysis on Korea’s law, legal and institutional framework, and policies related to management and operation of the heating sector;
(ii) Analysis on governance structure and main stakeholders for the heat sector, including the Korean District Heating Company; 
(iii) Review on the progress and failures experience in the energy transition process of Korea’s heat supply sector; and
(iv) Review on incentives (including tax or fiscal incentives) used for promoting private sector investment in the heat sector of Korea. 

12.	 (Activity 3) Establish a Green Development Roadmap for the heating sector in Kazakhstan

Based on the findings of the abovementioned diagnostic and case studies, a KSP consultant will provide recommendations and suggestions, especially for low carbon development and investment attractions in the heating sector of Kazakhstan. This activity will include the following: 

(i) Based on the results of the high-level screening exercise and the Ministry of Energy proposals a detailed analysis will be undertaken and Master Plans for the selected city will be developed;
(ii) Conduct and establish low-carbon development scenarios in the heating sector;
(iii) Establish a Green Roadmap that includes short-, medium; and long-term actions for reducing carbon emissions and increasing use of renewable energy in the heat sector,; and
(iv) Establish investment attraction plans for the heat supply sector.

13.	(Activity 4) The capacity-building and interim workshops in Korea

After the submission of the interim report, the KSP consultant and Korea Eximbank will cohost a capacity-building workshop in Korea; it will last for approximately 5 days. Key decision-makers, government officials, and senior technical staff members from Kazakhstan will be invited to this workshop, which will include field trips, lectures, and meetings with the Korean officials. 

The interim workshop will be held alongside the capacity-building workshop. During the workshop, the KSP consultant will share the study’s outputs so far and will explain the remaining work that is needed to produce the best-quality study results. 

14.	(Activity 5) The final dissemination seminar in Kazakhstan

The KSP consultant will present the final report at the project’s dissemination seminar, which will also include key project stakeholders from Ministry of Energy and other related institutions. The aim of this seminar is to disseminate the project’s outputs and conclusions to the Kazakhstan government, as well as to relevant experts and stakeholders.






























<Attachment >
Basic Project Information

	Project Title:
	Green Development Road Map for the Heating Sector in Republic of Kazakhstan

	Project Type:
	Joint Consulting (with the ADB)

	Project Duration:
	2022 - 2023 (8 months)

	Project Budget:
	240000 USD 

	Stakeholders:
	Korea Eximbank, Republic of Korea
Asian Development Bank (ADB)
Ministry of Energy, Republic of Kazakhstan

	Person in Charge:
	Korea Eximbank: Ms. Yun Hee Kim (KSP Director)
                Mr. Jae Ook Song (Senior Loan Officer) 
               Ms. Geunah Jeon(Project Officer)
 
ADB: Ms. Nana Gurgenidze (Energy Specialist)

MoE: Mr. Assylzhan Mussin (Deputy Director)                       

	Project Activities
	Activity 1: 
• Conduct diagnostic analysis on the existing development strategies and on-going sectoral reforms in the heating sector of Kazakhstan 

Activity 2:
• Share Korea’s experience of establishing a successful heating system 

Activity 3:
• Establish a Green Development Roadmap for the heating sector in Kazakhstan

Activity 4:
• The capacity-building and interim workshops in Korea 

Activity 5:
• The final dissemination seminar in Kazakhstan



1
