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PMR Project Implementation Status Report (ISR) 

The PMR Project Implementation Status Report should be prepared by the Implementing Country or 

Technical Partner, with the support of the Delivery Partner and/or the PMR Secretariat. For any 

questions related to the preparation of the PMR Project Implementation Status Report (PISR), please 

contact the PMR Secretariat at: pmrsecretariat@worldbank.org. 

1. SUMMARY INFORMATION 

Implementing Country/Technical 
Partner: 

Republic of Kazakhstan 

Reporting Period:  October 2015  – October 2016  

Report Date: 4 October 2016 

Implementing Agency:  Ministry of Energy 

Contact Person: Ms. Gulmira Sergazina  

Director 

Climate Change Department 

Ministry of Energy 

g.sergazina@energo.gov.kz; gsergazina@mail.ru 

Grant Executed By:  World Bank, Environment & Natural Resources Global 
Practice 

Grant Effectiveness and Closing Dates:  June 2017 

Grant Amount (USD):  US$1,000,000 

Funding Mobilized (USD): N/A 

Funding Committed (USD) US$837,000 
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2. OVERVIEW 

The Republic of Kazakhstan joined the PMR in March 2014 as a Technical Partner with the Ministry of 
Energy as implementing agency, and was allocated US$1 million to build capacities and address key 
challenges facing the National Emissions Trading System (hereafter KZ ETS) as well as the country’s 
climate change mitigation strategy. The funding allocated was divided into two Phases (1st tranche and 
2nd tranche of US$500,000 each) with respective activities identified based on the needs of the Ministry 
of Energy and consultation with stakeholders. The previous Project Implementation Status Report of the 
PMR Kazakhstan Project for the period March 2014 – September 2015 can be found on the PMR 
website. As of October 2016, the three project activities implemented under the 1st tranche are 
completed, and 2 project activities under the 2nd tranche have started – as detailed below.  
 
First tranche (November  2014 – June 2016):  
 

1. Study on Barriers to the Implementation of Kazakhstan’s ETS and Options to Overcome Them 
(Completed): The objective is to identify potential barriers to trade in Kazakhstan’s ETS and to 
make actionable recommendations for the Government to address them. The study was 
completed in the autumn of 2015. Its main findings, recommendations, and suggested action 
items were discussed with the Ministry of Energy and other governmental stakeholders and 
have fed into Kazakhstan’s “Action Plan of the Government of the Republic of Kazakhstan on 
GHG Emissions Reductions/Limitation by 2030”. The Government, line Ministries and key 
stakeholders considered the final report during the consultation process on further carbon 
financing operations in Kazakhstan in light of the economic slowdown and considering the 
current bottlenecks constraining the performance of the KZ ETS. Some of the key barriers and 
corrective actions identified in the final report will be addressed in 2016 and 2017 – while the KZ 
ETS is suspended – in view of successfully restarting it on January 1, 2018. 

 

2. Adaptation of Emissions Benchmarks for Emissions Allowances Allocation to Industry 
(Completed): The objective of this activity is to develop product emissions benchmarks to 
support the allocation of emissions allowances to industrial sectors when the KZ ETS introduces 
benchmark-based allocation in the future. A number of reports were produced in 2014-2015 
and discussed with local stakeholders – in particular the private sector – in dedicated 
workshops. The activity was finalized in September 2015. Following the recent amendments to 
the ecological regulation defining the benchmarking as an allocation method (2016), the 
Ministry of Energy is considering the introduction of the benchmarks developed in consultation 
with industry. The stakeholder consultation process, and refining of the developed benchmarks, 
are supported by PMR under the second tranche of funding. 

 

3. Development of Policy Options for Mid- and Long-term Emissions Pathways and Role of 
Carbon Pricing (Completed): The objective is 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.  A Working 
Group was officially established to ensure accurate data collection, robust discussions on the 
modeling’s assumptions, and review the project’s findings. The study was finalized and the 
results were presented to the key stakeholder at a dissemination workshop in June 2016. In 
addition, and importantly, the Minister for Energy presented the results of the study to the 
Prime Minister and his Cabinet in July 2016 during the Green Economy Council Meeting under 

https://www.thepmr.org/system/files/documents/PISR_KZ_Oct.%2014%202015_ENG_0.pdf
https://www.thepmr.org/system/files/documents/PISR_KZ_Oct.%2014%202015_ENG_0.pdf
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the President of Kazakhstan.  The Council meeting was dedicated to discussing the economic 
implications of INDC implementation before Kazakhstan signs the Paris Agreement. The PMR 
also supported the participation of an international expert (Dr. Felix Matthes, Öko-Institut), who 
presented the international perspective of the Paris Agreement – and how Kazakhstan may 
position itself in adhering to this commitment. As of today, this is the only analysis of 
Kazakhstan’s NDC implementation, which considers the role of the National ETS for Kazakhstan 
to achieve its mid- to long-term mitigation objectives. Following the signing of the Paris 
Agreement by Kazakhstan in August 2016, the final report was actually circulated to Parliament 
and line Ministries to support the ratification process of the Paris Agreement. In addition, the 
project substantially contributed to strengthening the capacity and modeling tools of the local 
modeling team at Nazarbayev University Research and Innovation System (NURIS) of which the 
Ministry of Energy increasingly relies for analysis related to the country’s climate change 
strategy and policy options. 
 

Second tranche (June 2016 – December 2017):  

 

1. “Stakeholder consultation process on the developed benchmarks” (June 2016–June 2017, 
active): The objective of this activity is to develop an appropriate set of benchmarks for the 
industrial sector (industry, oil and gas and power) based on the previous benchmarking work by 
the Ministry of Energy and operating arm branch  JSC “Zhasyl Damu”, the Norwegian Ministry of 
Foreign Affairs, USAID and PMR. Stakeholder engagement and consultations with industry and 
line Ministries is an integral part of this process to ensure the full understanding of the 
methodology and calculation of the benchmarks considered. Following the finalization of the 
procurement process in June 2016, the selected consultant (Carbon Limits and Climate Change 
Coordination Center) conducted two consultation workshops with line Ministries and other 
technical assistance programs (i.e., in June and August). A number of broad methodological 
issues related to the choice of benchmarks and their use for allowance allocation in the ETS (e.g. 
use of benchmarks at sub-installation level, use of cross-sectoral correction factor) are currently 
under consideration. Once a consensus is reached, cross-ministerial consultations and additional 
industry consultations will take place to further refine and adopt the final benchmarks. 
 

2. “Development of Electronic GHG Data Reporting” (October 2016–December 2017, active): The 
objective is to support Kazakhstan in building 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. Such assistance is timely given that recent amendments to the ecological regulation 
(2016) mandates for the development of such a platform. Currently, the GHG data reporting is 
processed manually. The procurement for the local and international consultants was finalized 
in October 2016. The development of the e-reporting system will take place over a period of 15 
months including testing and users training. The electronic reporting platform is expected to be 
operational by January 1, 2018 when the KZ ETS resumes operations. 
      

3. “Enhancement of Kazakhstan’s Carbon Unit Registry”: This activity relates to the infrastructure 
supporting the issuance, transfer, and cancellation/retirement of carbon units in Kazakhstan’s 
carbon market. Support may include enhancement of low/outdated security standards and 
connection with other carbon unit registries outside Kazakhstan (i.e. currently no market linking 
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is possible). However, the Ministry of Energy requested to hold off on this activity until there is 
more certainty on whether Kazakhstan will ratify the Doha Amendments. Further discussions 
between the World Bank and the Ministry of Energy in the coming months as to when this 
activity may start. 

Figure 1 – Implementation period for PMR’s activities for the period of 2014-2017  

First tranche  

 
Second tranche 

 
 

 

3. IMPLEMENTATION REPORT BY COMPONENT  

Differences between the Objectives/Activities in the Market Readiness Proposal and the Grant 

Agreement  

Are there any important and material differences 
between the objectives/activities proposed in the 
Market Readiness Proposal and endorsed by the 
Partnership Assembly of the PMR and those 
agreed to in the Grant Agreement with the 
Delivery Partner and described in the Project’s 
Results Framework? 

No 

 

 

Implementation Progress by Component 

Component 1: Study on Barriers to the Implementation of Kazakhstan’s ETS and Options to 
Overcome Them  

Status: Completed (September 2015) 

The objective was to identify potential barriers to trade in Kazakhstan’s ETS and to 
make actionable recommendations for the Government to address them. 
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Comments: The study was used by the Ministry of Energy to support the preparation of the 
“Action Plan of the Government of the Republic of Kazakhstan on GHG Emissions 
Reductions/Limitation by 2030” and to carry out an internal policy review process of 
the national ETS. 

For more information on the implementation progress, please, kindly refer to PISR as 
of October 2015.  

Component 2: Adaptation of Emissions Benchmarks for Emissions Allowances Allocation to Industry 

Status: Completed (September 2015) 

The objective was to develop the 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. 

Comments: The recently adopted amendments to the ecological regulation (2016) mandate 
allowance allocation to be done through benchmarking. Over the past few years, a 
number of benchmarks have been developed – including support from different 
technical assistance programs such as Norway, EBRD, USAID, and the PMR – and 
presented to representatives of the industrial, power, and oil and gas sectors. As a 
next step, the PMR will support the Ministry of Energy in the development of a single 
set of benchmarks emerging from further consultations with local industry and line 
Ministries.  
For more information on the implementation progress, please, kindly refer to PISR as 
of October 2015. 

Component 3: Development of Policy Options for Mid- and Long-term Emissions Pathways and Role 
of Carbon Pricing 

Status: Completed (June 2016) 

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. 
 
The main outcome of year-long work includes:  
 

- An assessment of the adopted policies (i.e. ETS, Renewable, energy 
efficiency) 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. 

Comments: The findings of the project related to INDC implementation in Kazakhstan had 
significant value-added in supporting discussions and decision-making by the 
Government and line Ministries during the high-level meeting on signing the Paris 
Agreement in August 2016. In addition, the Ministry of Energy used the results in a 

https://www.thepmr.org/system/files/documents/PISR_KZ_Oct.%2014%202015_ENG_0.pdf
https://www.thepmr.org/system/files/documents/PISR_KZ_Oct.%2014%202015_ENG_0.pdf
https://www.thepmr.org/system/files/documents/PISR_KZ_Oct.%2014%202015_ENG_0.pdf
https://www.thepmr.org/system/files/documents/PISR_KZ_Oct.%2014%202015_ENG_0.pdf
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number of consultation meetings with industry, in particular to underscore the role of 
KZ ETS in achieving Kazakhstan’s NDC. The findings are also useful in helping other 
line Ministries involved in the implementation of Kazakhstan’s sectoral policies 
supporting the shift to a green economy. 

Findings show that fulfillment of the INDC would only have a marginal impact on 
major economic indicators in the long-run (e.g. GDP +/- 1%).  Sector impacts would 
be more transformational - mainly through increased energy and carbon prices. The 
analysis demonstrates that policies and targets listed in current strategic documents 
as such will not be able to meet INDC targets by 2030, nor in the long run.  In 
particular, while these policies foresee ambitious targets for sectors like electricity 
generation (e.g. reduction of absolute CO2 emissions by 2050), they impose only lax 
targets on other sectors such as heavy industry (e.g. metallurgy) where the 
abatement potential is substantial.  As this analysis shows, achieving considerable 
reductions of GHG emissions (such as the INDC target) requires a more balanced 
allocation of the environmental burden. The KZ ETS covers utilities as well as 
industries and will have to play a key role.  Compared to its present design, however, 
the system needs to be improved.  In particular, emission caps need to be more strict 
and the coverage of the system more broad (e.g. to fully include heat generation).  
Finally, consumption of fossil energy (e.g. gas and coal) by non-ETS sectors (e.g. trade 
and services) should be taxed to avoid carbon leakage effects. As the analysis shows, 
these policies will induce a relatively high price of up to 100 USD per ton of CO2 
reduction by 2030.  However, the assessment also shows that given the huge 
potential to increase energy efficiency and with significant investment in energy 
efficient technologies, these challenges can be dealt with. Overall, achieving 
Kazakhstan‘s mitigation commitment is economically feasible, but would require 
further regulatory and policy efforts. 

Component 4: “Shareholder consultation process on the developed benchmarks” (June 2016–June 
2017)  

 The core objectives of this activity includes:  
  
 - Development of an appropriate set of benchmarks for the industrial sectors covered by the ETS (i.e. 

industry, oil and gas, power) to be elaborated based on the previous work done on benchmarking by 
the Ministry of Energy and its operating arm JSC “Zhasyl Damu”, USAID, EBRD, the Norwegian 
Ministry of Foreign Affairs, and PMR; 

  
 - Conduct in-depth stakeholder consultations including with line Ministries and the industry to ensure 

that the purpose of the benchmarks, their methodology/calculations, and how they are to be used is 
fully understood. These consultations also aim to ensure acceptance of the benchmarks by industries 
who may be affected by their implementation.  

  
 To achieve these objectives,  the main tasks of the project include:   
  
 Task 1: Inception Phase and Action Plan 

During this first phase, all benchmarking activities done to date were reviewed, and an action plan 
towards further refining and eventual adoption of benchmarks will be developed in collaboration with 
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the Ministry. This action plan will also lay out the process for stakeholder consultation by the Ministry 
of Energy, with specific timelines, responsibilities and milestones with expected results. 

 
 Task 2: Preparation and Delivery of Internal Workshop 
 A dedicated two-day workshop will provide capacity building and awareness raising to government 

agencies with a view to support the revision and adoption process of benchmarks. 
  

 Task 3: Cross-Ministry Meetings 
Following-on from the previous task, a workshop will be held with representatives from relevant 
ministries in order to present the benchmarking and allocation process, the proposed set of 
benchmarks and the results of the allocation based on the proposed benchmarks. Such cross-ministry 
meetings will be beneficial, as they will allow the different Ministries for which the ETS has some 
relevance to understand the issues. 
 

 Task 4: Multi-Stakeholder Workshops and Meetings 
 Stakeholder workshops will be held with each of the main industrial sectors (i.e. three workshops 

held with the three main sectors: industry, oil, gas, and power). The aim of these workshops will be to 
increase awareness on the benchmarking process, present the proposed benchmarks and invite 
feedback from industry representatives. 

  
 Task 5: Review of Benchmarks 
 Based on the feedback from the previous task, the proposed benchmarks will be reviewed and 

amended. 
 

 Task 6: Action plan 
The initial action plan will be updated to reflect any need for further development of the benchmarks 
and the allowance allocation plan based such benchmarks – with timelines and proposed responsible 
parties. 
 

Status: Ongoing  
Following the finalization of the procurement in June 2016, regular internal meetings 
have been arranged between the respective departments of the Ministry of Energy 
and stakeholders to agree on the final set of the benchmarks. A consensus was 
reached that benchmarks are needed; however, the power sector was identified as a 
somewhat problematic area with respect to accepting the benchmarks.  They 
proposed to treat large power stations of national importance and other plants 
separately, and to propose benchmarks for electricity separate from heat. The oil and 
gas sector and industry sector are not as problematic and show little opposition to the 
discussed benchmarks. 
 
The work towards having one single set of benchmarks is being carried out in close 
cooperation with the Ministry of Energy and operating arm Zhasyl Damu, USAID, and 
EBRD. One important issue currently under consideration lies with the Power Sector 
Department of the Ministry of Energy as it relates to the benchmarks for the power 
sector. Other pending issues mostly relate to the use of benchmarks in the context of 
allowance allocation (e.g. use of benchmarks at a sub-installation level, use of cross-
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sectoral correction factors, etc.). 
Additional stakeholder consultations with industry and line Ministries are expected in 
the coming months once a final set of figures is agreed upon. 

Comments: The robust explanation of the methodology and estimates for benchmark 
development and use is an integral part of the consultation process to ensure 
industry’s buy-in. 

Component 5: “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. 

  
To achieve these objectives, the local consultant (JSC “Zhyasl Damu”) is undertaking the tasks 
detailed below. An international consultant (CITEPA) will provide technical guidance and expert input 
to ensure that international best practice and experience is considered during the e-reporting system 
design and implementation process. 
 
Phase 1: Systems Needs Analysis is aimed to understand and clearly articulate what is being built, 
and to ensure that the system supports and is aligned with relevant policies and regulations. 
 
Phase 2: Functional Systems Specifications is aimed at the development of the systems’ functional 
requirements, which describe the goals and objectives of the system, and define the types of data, 
users, key functional components, and design requirements. 

Phase 3: Technical Systems Specifications is targeted at the development of the systems technical 
requirements document(s), which will provide system developers guidance on system performance, 
architecture, hardware, software, security, and hosting. Technical requirements will also clarify 
processes related to software development, integration, testing, and deployment. 

Phase 4: Systems Integration, Testing and Deployment is aimed to launch the system providing 
support to and building the capacity of GHG data management users who are key to ensuring smooth 
reporting cycles and accurate data input. 

 

Status:  Ongoing  
 The procurement for the local and international consultants was finalized and the 

project started in October 2016. 

Comments: N/A 
 

 

4. PROGRESS, CHALLENGES, AND LESSONS LEARNED 

Important policy or regulatory developments related to the Grant’s objectives and activities: 

Given the economic slowdown and the need to enhance the design and operations of the KZ ETS, in 
April 2016 Kazakhstan suspended the KZ ETS until January 1, 2018. Therefore, all ETS operations, 
except the MRV, have been frozen. The third National Allocation Plan adopted in early January 2016 – 
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which defines a cumulative cap of 746.5 Mt CO2 for the period of 2016-2020 – was also suspended. In 
the meantime, the ecological code was amended to improve the KZ ETS regulatory and technical 
environment. This process will lead to the preparation of amendments to revise over thirty national 
bylaws. It is expected that the Ministry of Energy will have to pass all legislation throughout 2017 to 
enable the KZ ETS to re-start in 2018. 

There is a still strong resistance from industry who advocate a complete closure of the emission 
trading scheme and they propose technology upgrades, energy efficiency and RE as an alternative to 
the KZ ETS.  Albeit, the recent PMR’s work on the upstream analysis has shown that these measures 
would be insufficient to meet Kazakhstan’s ambitious targets towards the transition to a green 
economy and achieving the country’s INDC (i.e. an economy-wide target of 15%-25% reduction in 
greenhouse gas emissions by 2030 compared to 1990). Such strong resistance and lobby threaten the 
efforts to further enhance and enforce ETS in Kazakhstan. 

Kazakhstan signed the Paris Agreement in August 2016 and expects to ratify it by the end of this year. 
The Government began negotiations with the Green Climate Fund (GCF) to leverage financing for the 
implementation of its NDC and is considering the appointment of the Ministry of Energy as the 
National Designated Authority. To this end, the Ministry of Energy has begun working on the 
estimated investments needed for the implementation of its NDC. 

Important changes in the technical design or approach related to the Grant’s activities: 

No significant change has occurred. 

Key capacity issues (implementation, technical, financial management, procurement) related to the 
Grant’s activities: 

Since the PMR supported activities are executed by the World Bank, the Ministry of Energy is not 
involved in the financial management and procurement aspects of the PMR grant. On the one hand, 
this lowers the work load for the Climate Change Department which would face a shortage in human 
resources to do so. On the other hand, Kazakhstan – unlike other PMR Participants – does not benefit 
from a Project Implementation Unit (PIU) which would provide additional staff for the Ministry of 
Energy to implement PMR activities on the ground and build internal capacity. 

Coordination with other carbon pricing initiatives, including those funded by other donors: 

In January 2014, the World Bank (Kazakhstan Country Office) hosted the first donor coordination 
meeting on technical assistance to ETS in Kazakhstan in collaboration with the Ministry of 
Environment and Water Resources (now Ministry of Energy). The different Technical Assistance 
programs supporting Kazakhstan’s ETS (i.e. ADB, EBRD, European Union, Germany, Norway, USAID, 
World Bank) were represented, shared past experience and plans going forward. The meeting helped 
the Ministry identify synergies, overlaps, and gaps between the different technical assistance 
programs and define PMR activities under the first tranche of PMR funding. Since then, donor 
coordination calls and meetings have been taking place on a regular basis. The latest donor 
coordination meeting took place at the World Bank (Kazakhstan Country Office) in Astana on 21 
September 2016 and brought together representatives from World Bank, GIZ, ADB, UNDP, EU, USAID, 
EBRD, and OECD. When needed, the Ministry of Energy shares documents and consults the donor 
group through emails and workshops. 

Stakeholder engagement related to the Grant’s activities: 
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All PMR-funded activities benefit from extensive stakeholder engagement – including with the private 
sector and industry – to collect data, validate assumptions, present and endorse findings. With 
regards to the activity on “Development of Policy Options for Mid- and Long-term Emissions Pathways 
and Role of Carbon Pricing”, a Working Group was set-up requesting the main relevant stakeholders 
to nominate representatives to support the project. In addition, the findings were shared with a wide 
number of stakeholders during a specific dissemination workshop (June 2016).  Comments and 
recommendations received at the workshop were considered in the final modeling simulations and 
reports. 

 

The activity on stakeholder consultation on benchmarking entails a strong engagement and constant 
interaction with all stakeholders to ensure the proper interpretation of the benchmarks developed. 
Overall, the Ministry of Energy is open to share the deliverables and policy-related information among 
stakeholders and donors to ensure the synchronization of the effort and avoid duplication. 

Other issues related to the Grant’s activities  

N/A 

 

5. ADDITIONAL INFORMATION 

Since the beginning of the support, the PMR has hosted Ministry staff to twelve international 
technical workshops in order to build capacity on ETS development and operations and exchange 
developments with experts from other countries. The workshops in which Kazakhstan representatives 
participated were related to relevant policy developments in Kazakhstan such as the development of 
post-2020 mitigation scenarios, issues related to the implications of the Paris Agreement, and scaled-
up crediting approaches. The upstream analytical work of Kazakhstan under PMR was also presented 
by NURIS to other international experts at the PMR workshop on “Post-2020 Mitigation Scenarios & 
Carbon Pricing Modelling” in Brasilia in February 2016. The comments received were useful and taken 
into account in the subsequent project tasks. 

In addition, the engagement of local consultants for the implementation of PMR’s activities have 
contributed to enhancing local capacities, in particular where knowledge transfer from international 
to local consultants is enabled through joint work. 
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