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I. Update on public policy over 
the past few years



Involvement in the International process on 
Climate Change

• May 4, 1995 - Decree on Ratifying the UNFCCC 
by the Republic of Kazakhstan

• 1999 - Signing the Kyoto Protocol to the UN 
Framework Convention on Climate Change

• 2009 - Ratification of the Kyoto Protocol to the 
UN Framework Convention on Climate Change

• August 2, 2016 – Signing the Paris Agreement

• November 4, 2016 - Ratification of the Paris 
Agreement



Nationally determined contribution of Kazakhstan 
by 2030

➢Unconditional target – reduce 
greenhouse gas emissions by 15% of the
1990 level

➢Conditional target – reduce greenhouse 
gas emissions by 25% of the 1990 level



GHG Regulation in Kazakhstan

REGULATION 

MECHANISMS:

:

✓ ch. 9-1 State regulation of GHG emissions

✓ ch. 20-1 State system of GHG emissions and absorption estimation

✓ ch. 45 State regulation of GHG and ODS emissions activities

✓ Rules for monitoring and control of inventory

✓ Rules for the allocation of quotas

✓ Rules for allowances trading

✓ Rules for the implementation of domestic projects

✓ Monitoring, reporting and verification system

✓ Emission trading system:

❖ phase1 of ETS functioning (2013);

❖ phase II of the operation of ETS (2014-2015);

❖ suspension of ETS for improvement (2016-2017)

❖ Phase 3 relaunch of ETS (2018-2020)

Use of 2 methods of allocation (baseline or benchmarking) since 2018

REGULATION TOOLS:

LEGISLATIVE

BASE:



National Emissions Trading System

• 2013 – launch of the national ETS, one-year pilot phase,
implementation of the first National Allocation Plan for
GHG emissions for 2013 (NAP-1)

• 2014 – implementation of the second National Allocation
Plan for GHG emissions for 2014-2015, first trades of
allowance units at the “Caspian” Commodity Exchange

• 2015 – development of the third National Allocation Plan
for GHG emissions

• 2016 – abeyance of the ETS until 1 January 2018



ETS Overview

Criteria ETS in Kazakhstan Comments

Sector coverage Oil and gas industry, electric power

industry, mining, metallurgical industry,

chemical industry, manufacturing related

to construction materials production,

such as cement, lime, and bricks

Effective 2016, agriculture and

transport are excluded.

Covered GHG CO2 only Methane coverage is being

considered.

Number of participants 166 companies 2014–2015 trading period.

Threshold value > 20,000 t CO2/year Companies within the threshold value

are obliged to comply with the MRV

requirements but they have no

emissions reduction obligations.

MRV (monitoring, reporting, and

verification) requirements

Estimate-based approach involving

verification by a third party

MRV is based on the EU procedures

involving submission of monitoring

plans and annual reports verified by a

third party.

Inception and validity of

commitments

Pilot phase: 2013

Second trading period: 2014-2015

2016-2020 NAP has been suspended.

New NAP for 2018-2020 is expected

to be approved.



ETS Overview

Quantitative limit • 155,353,757 t CO2 in 2014

• 153,023,450 t CO2 in 2015

1.5% in 2014-2015

Reserve • 18,041,046 t CO2 in 2014

• 20,509,802 t CO2 in 2015

Reserve purpose determined

clearly since 2016

Allocation process Historical approach in 2014-2015 Benchmarking approach based on

the EU ETS expected effective

2018

Domestic emissions

reduction projects

Domestic CO2 or methane reduction

projects are allowed. No quantitative

limits in place now.

Domestic emissions reduction

projects can only be

implemented in relation to an

installation not covered by the

ETS.

Non-compliance penalties Operators which fail to provide

necessary number of units are subject

to a fine of 5 MSUs (monthly standard

units) for each tonne of exceedance

(about USD 40 at present).

There are also administrative

fines, e.g. for not rendering or

delay in emissions reporting.



Policy updates

• April 8, 2016 – Law on introduction of changes 
and amendments to the environmental 
legislation of Kazakhstan

Abeyance of the ETS until January 1, 2018 for 
improvements 



Improvements

• The competence for accreditation of bodies for 
validation and verification has been transferred to 
the National Center for Accreditation

➢Accreditation will be conducted according to ISO 
standards 

• Corrections to the system of monitoring, reporting 
and verification of GHG emissions by

➢providing the possibility of electronic reporting



Further improvements

• April 5, 2017 – Law on Introducing of changes and 
amendments to the Environmental Code 

➢ Introduction of the term “benchmarks”

• June 15, 2017 – Approval of the new Rules for 
quota allocation

• June 28, 2017 – Approval of the list of benchmarks

➢The list of benchmarks consists of 52 benchmarks 
for different economy sectors



Quota allocation for 2018-2020

• According to the new Rules two methods of quota 
allocation were used (both grandfathering and 
benchmarking)

➢By August 1 emitters had to choose the allocation 
method

➢147 installations have chosen benchmarking and 75 
grandfathering method

• National Allocation Plan for GHG emissions for 2018-
2020 shall be approved by December 15, 2017



II. PMR’s work in previous years



Previous work

• The funding allocated was divided into two Phases 
(1st tranche and 2nd tranche of US$500,000 each) 
with six activities identified based on the needs of 
the ME and consultation with stakeholders. 

➢ First tranche – Fully completed during the period 
November 2014 – June 2016;

➢ Second tranche – June 2016 – December 2018



• First tranche

➢ Study on Barriers to the 
Implementation of 
Kazakhstan’s ETS and 
Options to Overcome 
Them

➢ Adaptation of Emissions 
Benchmarks for Emissions 
Allowances Allocation to 
Industry 

➢ Development of Policy 
Options for Mid- and 
Long-term Emissions 
Pathways and Role of 
Carbon Pricing 

• Second tranche

➢Stakeholder 
Consultation Process on 
the Developed 
Benchmarks

➢Development of 
Electronic GHG Data 
Reporting

➢Enhancement of 
Kazakhstan’s Carbon 
Unit Registry



Implementation of PMR’s activities for the period of 2014-
2017 

• Second tranche

• First tranche



Study on Barriers to the Implementation of Kazakhstan’s ETS 
and Options to Overcome Them 

• The objective was to identify potential barriers to trade in 
Kazakhstan’s ETS and to make actionable recommendations for 
the Government to address them

➢ The study was done timely and helped to reveal the gaps in the 
existing legislation and environment in which the KZ ETS has to 
function. The outcomes of the study and specific 
recommendations made has been considered during the 
preparation and development of the amendments to the 
Environmental Code.

 Completed in September, 2015



Adaptation of Emissions Benchmarks for Emissions 
Allowances Allocation to Industry

• The objective was to develop product emissions benchmarks to 
support the allocation of emissions allowances to industrial 
sectors in the future. EU ETS benchmarks were used as guidance 
and adapted to reflect the specific technical and economic 
conditions of Kazakhstan.

➢ Extensive stakeholder consultation was carried out to collect data 
and on product types in Kazakhstan, production volumes from 
companies, and validate assumptions and present/discuss results. 

 Completed in September, 2015



Development of Policy Options for Mid- and Long-term Emissions 
Pathways and Role of Carbon Pricing

• The objective was to combine top-down and bottom-up economic 
models to understand the economy-wide impacts of the ETS and other 
complementary policies in Kazakhstan’s development plans – and also 
assist with Kazakhstan’s iNDC process in the run-up to Paris COP21.

➢ An assessment of the adopted policies in view of fulfilling Kazakhstan’s 
mid- to long-term mitigation targets (i.e., 2020 and INDC targets); and

➢ An analysis of the impacts of ETS on the country’s economy: e.g., 
change in energy supply mix, impacts on GDP, welfare gains and losses 
incurred by emitters, etc.

 Completed in June, 2016



Stakeholder Consultation Process on the Developed 
Benchmarks

• The objective was to assist the ME with the development and/or 
revision of an appropriate set of benchmarks for the sectors 
covered by the ETS (i.e. industry, oil and gas, power) based on the 
previous work done on benchmarking and conduct in-depth 
stakeholder consultations including with line Ministries and 
industry to ensure that the proposed benchmarks, their 
methodology/calculations, and how they are to be used, is fully 
understood and adopted.

➢ Seven workshops, including three regional, were conducted with key stakeholders 
during implementation to help develop and finalize an allocation method, discuss 
the methodology adopted and the resulting benchmarks.

➢ This job was an essential part of benchmarks estimation and approval

 Completed in September, 2016



Development of Electronic GHG Data Reporting

• The objective is to build an electronic compliance 
system (i.e. online reporting platform and related 
data management systems) in order to increase 
the accuracy, completeness and consistency of 
the GHG data reported by emitters, and to allow 
more accurate data review and analysis by 
authorities.

➢ System Needs Analysis

➢ Functional Systems Specifications

➢ Technical Systems Specifications

➢ Systems Integration, Testing and Deployment

Ongoing, Completion date – December, 2017



Enhancement of Kazakhstan’s Carbon Unit Registry

• The objective is to have an analysis of the 
legislative, regulatory and institutional 
framework that would support the 
development of a registry in line with 
domestic (i.e. ETS) and international needs 
(i.e. Paris Agreement).

➢ The Terms of Reference with detailed scope of work is under 
development and will be finalized by the end of October



III. Proposed Activities: Scope of 
Work and Additionality 



Additional Funding Proposal: An Overview
Outline of the proposed activities

Low Carbon Development Study - will primarily address interaction between ETS and
non-ETS sectors in light of Kazakhstan’s commitments under the Paris agreement

Activity 1.1. Stocktaking of
existing policies, sectoral
development plans and target
indicators

The study will map out the current status of components of
relevant legislation, sectoral development programs,
relevant target indicators, and actions plans that require
further analysis and revision to facilitate Kazakhstan’s
transition to a deep de-carbonization path.

Activity 1.2. Populating the
model with an up-to-date
data set

Relevant economic and sectoral data will be collected, and
a set of broad economic and developmental scenarios will
be built.

Activity 1.3. Barrier analysis This activity will closely examine any potential factors that
are hindering the implementation of low carbon policies in
Kazakhstan.

Activity 1.4. Comprehensive
analysis of de-carbonization
options and low carbon
development opportunities

Building on the three previous activities, the model will be
applied to assess suitable de-carbonization policies and
actions in light of Kazakhstan’s Paris Agreement
commitments.



Activity 1.5. Co-benefits
analysis

Integrated assessment methods will be applied to quantify
the co-benefits of mitigation policies in terms of their
impact on local air pollution and reduced health damages
will be quantified.

Activity 1.6. Investment
requirements and availability
of funding

A cost analysis of the proposed measures will be provided,
including any specific investment requirements and a
review of the potential sources of funding.

Activity 1.7. Case studies
based on international
experience

The project will review experience, timelines, lessons
learned and any potential issues with implementation of
key de-carbonization policies from an international
perspective.

Activity 1.8. Comprehensive
master plan of low carbon
policies and their interaction
with the ETS

Recommendations will be elaborated towards a suite of
new policies as well as revision of existing legislation,
action plans, and local master plans, which collectively will
allow meeting the national NDC target.

Activity 1.9. Policy
recommendations towards
Kazakhstan’s update of the
NDC

The above-mentioned analysis will also be used to inform
the updating of the existing NDC commitments of
Kazakhstan.



Allowance Allocation and Market Regulation Study - will address the role of
the Allowance Reserve in the new phase of Kazakhstan’s ETS

Activity 2.1.
Modelling and
forecasting of the
allowance market

The National Allocation Plan for the 2018-2020 trading period of Kazakhstan’s
ETS is expected to be adopted in December, 2017. Underlying GHG projections
are based on 2013-2015 verified data and allocation to installations was
calculated using both grandfathering and benchmarking methodologies.
Companies which have increased capacity in the meantime can apply for
additional quotas. Once the NAP will be adopted, basic modelling and
forecasting of the possible supply and demand will be undertaken to establish
the market’s fundamentals, expected price level, and market’s sensitivity to
key economic indicators and price drivers

Activity 2.2.
Scenario
development

The analysis under this activity will examine the potential impact of releases of
allowances from the reserve in a number of optional ways, reflecting the basic
scenarios for the development of the market with the given allocation and the
impact of pre-defined uncertainty factors

Activity 2.3. Review
of the auctioning
methods

This component will examine how such mechanism could be potentially
engaged and will provide Kazakhstan’s stakeholders with analytical review of
various auctioning methods and modalities in relation to an ETS, as well as
their applicability in Kazakhstan

Activity 2.4 Analysis
and elaboration of
recommendations

Specific recommendations will be made on the volume of allowances to be put
into the reserve and the exact auctioning modality to be applied in each
situation

Additional Funding Proposal: An Overview
Outline of the proposed activities



Allowance Allocation and Market Regulation Study

The functions of the reserve are stipulated in Article 94-5 of
the Environmental Code as:
• Allocation of allowances for new entrants;
• Issuance of additional allowances to expanding

installations;
• Allocation of allowances to installations that were not part

of ETS before but have exceed the ETS’s inclusion threshold
during the trading period;

• Issuance of carbon units for domestic projects to reduce
greenhouse gas emissions and (or) increase the absorption
of greenhouse gases;

• Auctioning of allowances to the market.

Additional Funding Proposal: Additionality of Proposed 
Activities 



The goals are:

o to support the operation of the reserve 
analytically;

o to confirm the volume of allowances required for 
the above needs;

o to examine potential role of the reserve in 
market control and management.

Allowance Allocation and Market Regulation Study 

Additional Funding Proposal: Additionality of Proposed 
Activities 



Proposed activities will broaden:

• the existing research by addressing
uncertainties in the performance of the
economy and in implementation of the
sectoral development plans,

• the distributional issues of low carbon
measures in ETS and non-ETS sectors;

• the co-benefits of the low carbon policies.

Additional Funding Proposal: Additionality of Proposed 
Activities 



Additional Funding Proposal: Timeline and Budget 

Activity 1 –

Low Carbon 

Development Study

1.1. Stocktaking of existing policies, sectoral

development plans and target indicators

2 months February 2018 US$ 25,000

1.2. Populating the model with an up-to-date 

data set

3 months March 2018 US$ 20,000

1.3. Barriers analysis 3 months June 2018 US$ 25,000

1.4. Comprehensive analysis of de-

carbonization options and low carbon 

development opportunities 

4 months July 2018 US$ 50,000

1.5. Co-benefits analysis 4 months July 2018 US$ 50,000

1.6. Investment requirements and availability 

of funding

6 months September 2018 US$ 50,000

1.7. Case studies based on international 

experience 

4 months September 2018 US$ 25,000

1.8. Comprehensive master plan of low 

carbon policies and their interaction with the 

ETS

6 months December 2018 US$ 25,000

1.9. Policy recommendations towards 

Kazakhstan’s update of the NDC

3 months February 2019 US$ 30,000

Activity 2 – Allowance 

Allocation and Market 

Regulation Study 

2.1. Modelling and forecasting of the 

allowance market.

8 months July 2018 US$ 60,000

2.2. Scenario development. 10 months December 2018 US$ 40,000

2.3. Review of the auctioning methods. 4 months December 2018 US$ 70,000

2.4. Analysis and elaboration of 

recommendations

6 months February 2019 US$ 30,000

Total estimated

budget (in USD)

/ / / US$ 500,000



IV. Anticipated Risks, Expected 
Outcomes and Monitoring

and Evaluation (M&E)



Outstanding readiness gaps and risks/barriers to achieving the 
objectives

Activity Outstanding readiness gaps and 
risks/barriers 

Low Carbon Development 
Study

• The potential cost of the ETS to the economy in light of
Kazakhstan’s ambitious Paris Agreement commitments;

• The need to change national economic circumstances;
• High resistance to the implementation of climate policies

and measures.

Allowance Allocation and 
Market Regulation Study 

• A need to analyze the volume of allowances for the needs 
of new and expanding installations in accordance to the 
Environmental Code and the National Allocation Plan 
(NAP). 

• The analysis should contain forecasts of the carbon market 
trends for 2018-2020.

Additional Funding Proposal: Anticipated Risks



Additional Funding Proposal: Expected Outcomes

Objective: Outcome:

to support further development and 
strengthening of the ETS in 
Kazakhstan and its interaction with 
the sectors not covered by the ETS.

the technical framework and policy 
environment will be enhanced for 
the national ETS to be one of 
Kazakhstan’s main instruments 
driving its transition to a green 
economy.



Additional Funding Proposal: Monitoring and Evaluation 
(M&E)

The Climate Change Department within the
Ministry of Energy of the Republic of
Kazakhstan will work alongside the World Bank
to monitor and evaluate effective and timely
implementation of all activities, as well as the
impact(s) of project activities.
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FOR MORE INFORMATION, PLEASE CONTACT:

o.agabekov@energo.gov.kz

botagoz_akhmetova@mail.ru

Thank You for Your Attention

mailto:o.agabekov@energo.gov.kz
mailto:botagoz_akhmetova@mail.ru

