UNITED
NATIONS E

Distr.
GENERAL

ECE/ENERGY/WP.4/2009/2
1 April 2009

Original: ENGLISH

ECONOMIC COMMISSION FOR EUROPE
COMMITTEE ON SUSTAINABLE ENERGY
Steering Committee of the Energy Efficiency 21 Bebj
Twentieth session

Geneva, 3 - 5 June 2009
Item 7 of the provisional agenda

PROJECT PLAN 2009-2012
FOR THE ENERGY EFFICIENCY 21 PROJECT
DRAFT

Note by the secretariat*

At its nineteenth session on 28-29 May 2008, theeiBtg Committee of the EE21 Project
requested the secretariat to prepare a draft RiBjan 2009-2012 for the sixth three-year phase
of the Energy Efficiency 21 Project, including sedpional projects and the work methods and
modalities for cooperation with the Energy Charéerd International Energy Agency, fpr
consideration at the next session of the Steeromgr@ittee

(ECE/ENERGY/WP.4/2008/3, para. 24 (1)).

* The document was submitted after the due dateadoertsultations with Governments.

GE.09



ECE/ENERGY/WP.4/2009/2

page 2

CONTENTS
Par agraphs Page
Introduction . . ... ... 1-3 2-3
l. Objectives, Activities and Outputs ... ... vo.. 4-5 3-5
. Work Methods . . . ... ... 6-11 5-6
[ll.  Participation and Procedures . . . ................ 12 6-8
IV. Budgetand TrustFund........................ 13-16 8

Annexes

I. Financing Energy Efficiency and Renewable Endryestments for Climate Change
Mitigation

Il. The Regional Network for Efficient Use of Engrgnd Water Resources in Southeast
Europe (RENEUER)

Il Removing Barriers to Energy Efficiency Improvents in the State Sector in Belarus
IV. Increasing Energy Efficiency for Secure Ene&yypplies

V. Development of the Renewable Energy SectorénRhssian Federation and in CIS
Countries: Prospects for Interregional Cooperation

VI. Global Energy Efficiency 21 (GEE21)

VII. Interdivisional cooperation activities
A. Energy Efficiency in Housing
B. Wood Energy

INTRODUCTION

1. The seventeenth session of the Committee oraiSable Energy held in November 2008
welcomed the progress achieved in the implemematiothe Energy Efficiency 21 project
(EE21) and its sub-projects (ECE/ENERGY/78). Cliemahange mitigation efforts are made
through the EE21 Project, which has operated siff&d to enhance trade and cooperation in
energy efficient, environmentally-sound technigaesl management practices, and to promote
energy efficiency market formation and investmewjgrt development.

2. The Committee on Sustainable Energy noted apgreciation the results of the first year
of operations of the sub-project on Financing epe@fficiency investments for climate change
mitigation and, in particular, the results of tlEs@ssment missions to the participating countries;
welcomed the decision of the Steering Committeenjgement the three projects supported by
the Russian Federation (Increasing energy effigidocsecure energy supplies; Development of
the renewable energy sector in the Russian Federatind Commonwealth of Independent
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States; and Global Energy Efficiency 21) as sulmresi projects of EE21; took note of the
results and progress in the operation of the Ewopélean Energy Fund in relation to the
Energy Efficiency 21 Project; and expressed apptieei to the National Participating
Institutions and National Coordinators for theirppart in the implementation of project
activities.

3. The Steering Committee of the EE21 Projectsatineteenth session on 28-29 May 2008
expressed appreciation for the financial suppotthto project provided by the United Nations
Foundation and United Nations Fund for InternatioRartnerships; Ministry of Foreign and
European Affairs of France; French Global Environimacility; United Nations Environment
Programme/Global Environment Facility; European iBess Congress; and the Ministry of
Foreign Affairs of the Russian Federation (ECE/ENEERRVP.4/2008/3, para. 24 (p)).

l. OBJECTIVES, ACTIVITIESAND OUTPUTS

4. Following the previous phases and in line witle strategy of the EE21 Project to

promote regional initiatives on energy and sustaasmaevelopment, the General and Immediate
Objectives of the Project for 2009-2012 are descrilbelow. The structure of the Energy
Efficiency 21 Project provides for cross-cutting j@ttives and Activities that are largely

implemented through sub-projects in which the Uhiféations Economic Commission for

Europe (UNECE) serves as the Executing Agency, éated Agency or provides direct value-

added information dissemination services.

5. The project will assist economies in transitiordevelop and promote sustainable energy
policies, pursue energy efficiency strategies, cedgreenhouse gas emissions to meet
international treaty obligations and enhance theursly of energy supplies by producing the
specific outputs listed below from operational @tes in the industry, housing and services,
transport and energy sectors through national mstibilaterally and multilaterally especially
through the UNECE.

General Objective

Enhance regional cooperation on energy efficien@rket formation and investment project
development to reduce greenhouse gas emissiogsomies in transition.

Immediate Objectives

Immediate Objective 1:  Accelerate regional networking between national participating
institutions and international partners by enhanb#drnet communications for value added
information transfers on financing energy efficignprojects and training, contributing to
regional cooperation on sustainable energy devetoprand debate to mitigate global energy
security risks.

Output 1.1  Energy Efficiency 21 Website: www.EE-21.net
Activities: Strengthening and sustainable development of tBER1Ewebsite with the
following features:
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1.1.1 Multilingual English and Russian versions with ogjs posted in both
languages;

1.1.2 Expanded links to other websites;

1.1.3 On-line distance training on project finance ané tkyoto Protocol
mechanisms;

1.1.4 On-line portfolio of investment opportunities arttier related services.

Output 1.2 Networking should be strengthened to comprisdeipth information exchanges
and discussions during project meetings, seminatselated events.
Activities:

1.2.1 Organization of specific seminars to develop amdngthen networking
activities and information exchanges;

1.2.2 Training workshops organized to harmonize spetdals for networking
activities;

1.2.3 Specific advisory services provided for policy mefe and institutional
capacity building to facilitate exchange of infotioa and development of
awareness on the link between energy efficiency eimdate change
mitigation.

Immediate Objective2:  Promote _municipal level project® enable local and concrete
Energy Efficiency development, also strengthening reforms, skills aagacities needed for
investment projects that meet international envirental treaty obligations under the United
Nations Framework Convention on Climate Change (ONE) and the UNECE.

Output 2.1  Municipal Level Projects.

Activities:  Facilitate and promote capacity building at mypatiand local technical expert
level to identify, develop, finance and implememekyy Efficiency projects and
enhance public and private partnerships for investropportunities, through:

211 A Study to define terms, definitions, units of m@&snent and templates
suitable for project selection and standard predem of energy
efficiency and/or renewable energy investments ld@esl within the
framework of EE21 work;

212 Training seminars to enhance awareness from thé gfamational
government ministries and local authorities as vaslifrom the private
sector regarding energy efficiency and renewablesrgn issues,
particularly from the perspective of creating a 4uistorted energy
market;

2.1.3 Training on financing energy efficiency investmenbjects to create local
expertise in preparing bankable proposals, inclydimose procedures
related to the implementation of Flexible Mechargsin the Kyoto
Protocol;

2.1.4 Creation of an Investment Project Pipeline. Thisrie of the main efforts
to promote government and municipal authority itises to investors, as
well as public private partnership for the idewtition, development,
financing and implementation of energy efficiencpdarenewables
investment projects, including biomass energy ptsjeand coal mine



ECE/ENERGY/WP.4/2009/2
page 5

methane (CMM) projects in South-Eastern Europe (S&kd Eastern
Europe, Caucasus and Central Asia (EECCA) region;

2.15 Development of an enabling business environmentufie® new
financing mechanisms including emissions tradirggruments.

Output 2.2: Development of a new public private partnershigstment fund.

Activities: Promote opportunities for banks and commeraihganies to invest in energy
efficiency and renewable energy projects throughdévelopment of new public
private partnership investment fund, mainly througtovision of technical
assistance to structure and prepare the investimedtunder the leadership of a
Lead Private Investor.

Immediate Objective3:  Develop and harmonize regional policies and stedgto introduce
the economic, institutional and regulatory reformeeded to support energy efficiency
investments to reduce greenhouse gas emissions.

Output 3.1 Broad analysis of policy reforms neededsupport energy efficiency investments.

Activities: Complete a study on policy reforms needed to ptenemergy efficiency and
renewable energy investments and reduce fuel povarnt analytical report will
include identification of specific policy, regulayoand institutional ‘bottlenecks’
to energy efficiency and renewable energy markehédion and analysis of how
policy reforms could transform economically attreetinvestment projects into
bankable projects. Case studies will provide exasymf overcoming specific
barriers to improving energy efficiency and userefewable energy through
policy reforms.

I. WORK METHODS

6. The EE21 project will be implemented within tbd&lECE under the auspices of the
Committee on Sustainable Energy during three yleaginning on 1 June 2009. The Committee
on Sustainable Energy will review progress of thejgct and provide general guidance at its
regular sessions.

7. A Steering Committee will be appointed by Gowveemts of UNECE member States
under the auspices of the Committee on Sustainabérgy to review progress and provide
detailed guidance on the execution of the projEeé Steering Committee will normally hold an
annual session, but may meet more frequently iessary. The Steering Committee will be
composed of governmental delegates from Nationatidjeating Institutions, international
organizations, commercial companies, banks andnatenal financial institutions.

8. The execution of the project will be under therview of the UNECE Executive
Secretary. The Director of the UNECE Sustainalbiergy Division will be responsible for the
implementation of project activities while daily emations will be the responsibility of the
Project Manager. The project will be implementedtiy Project secretariat within the UNECE
Sustainable Energy Division of the UNECE secretariBhe Project secretariat, at the level of
activity foreseen for 2009-2012, will be staffed diye Senior UNECE staff member (P-5) half-
time, two UNECE staff members (P-4), one UNECE Asste Expert (L-2) for eight months,
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one Associate Programme Officer (L-2), one Regigkditiser on Energy (L-5) half-time, one
Programme Assistant (G-5/G-6) half-time. One UNEST&f member, Economic Affairs Officer
(P-4) will serve as Project Manager.

9. The work methods of the project implementationil wnclude activities for all
participating countries in its Steering Committe®d Hoc Group of Experts Meetings,
conferences, seminars, workshops and through gearignted and sub-regional projects and
interdivisional cooperation activities (see Annek&Al).

10.  Atits nineteenth session on 28-29 May 2008 Steering Committee of the EE21 Project
delegated the Ad Hoc Group of Experts on Energycigficy Investments for Climate Change
Mitigation to serve as the executive decision-mghkiody for the Financing Energy Efficiency
Investments for Climate Change Mitigation Projextsub-regional project of EE 21 Project
(ECE/ENERGY/WP.4/2008/3, para. 24 (h)).

11.  For selected activities, the project will beplemented through contractors, consultants,
and representatives of supporting institutions iaterested donor countries in cooperation with
experts from the countries with economies in ti@ms;j in particular, National Coordinators and
National Participating Institutions. National Peaipating Institutions may be involved in
implementing specific activities through grant agments with UNECE. These organizations
and individuals in cooperation with the secretawdt report progress to the annual session of
the Steering Committee of the project, to the mevAd Hoc Groups of Experts and may be
requested to report to the annual session of tmen@itiee on Sustainable Energy.

I1.  PARTICIPATION AND PROCEDURES
12. The EE21 project will be implemented by:

(@) The Committee on Sustainable Energy, which idens reports on the Project at
its annual sessions.

(b)  UNECE Governments, which:
(i) appoint national participating institutions anational coordinators;
(i) advise on policies, legislation, incentivegredards;
(iii) possibly host UNECE conferences, seminars/orkshops;
(iv) contribute to project financing, including kind contributions;
(v) nominate participants to meetings organizedthe framework of EE21
project and other UNECE meetings.

(c) The Steering Committee of EE21 project, whiekie@ws progress and provides
guidance on the execution of the project, meetirigast once each year for the duration
of the Project. The Steering Committee determihesattivities, results, work methods,
participation and procedures, budget, calendavents and timetable of the Project, and
secures cooperation with other UNECE Sectoral Cdtaes, in particular, the
Committee on Environmental Policy. The Chairmarthaf Steering Committee reports
on the progress and activities of the Project & @ommittee on Sustainable Energy.
The Steering Committee is composed of:
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Government representatives and/or represee&idf national participating
institutions;

interested intergovernmental organisations alhiwill be invited to

participate according to UNECE practice;

representatives of the European Union (EWrdpean Commission, United
Nations Development Programme (UNDP), United Nati&nvironment

Programme (UNEP), Global Environment Facility (GEBhited Nations

Industrial Development Organization (UNIDO), Intational Energy

Agency (IEA/OECD), World Bank, European Bank ford@astruction and
Development (EBRD), Energy Charter Secretariat, og@an Business
Congress (EBC) and other international organizati@moncerned with
cooperation in energy efficiency and environmentatters.

National Participating Institutions, which:

(i)
(ii)

(iii)
(iv)
V)

(vi)
(Vi)

suggest venues for training courses, negotiatand project meetings;

with the endorsement of National Coordinatassrve as Lead Institutions
for specific activities of the EE21 Project;

nominate experts for preparation of technigahpers, participants and
rapporteurs for UNECE conferences, seminars andskops and Project
events;

nominate experts to take part in Project asedy

provide information to the Project secretadatthe activities carried out to
produce reports and publications;

disseminate Project information nationally;

provide liaison between local organizers aegperts and the Project
secretariat.

The United Nations Economic Commission for fperovhich reviews progress of
the Project at its bi-annual sessions.

The Project secretariat, which:

(i)
(ii)

plans the detailed operations of the Project;

coordinates activities with national partictpey institutions, local
organizers, contractors, consultants, national kxpand other international
organizations, and in particular, the UNEP/GEF, t&ohi Nations
Foundation, United Nations Fund for InternationaktRerships, Regional
Cooperation Council, European Commission and thenf@onwealth of
Independent States;

(i) organizes UNECE conferences, seminars andkshwps and produces

(iv)

reports and publications;
services the meetings of the Steering Committethe EE21 project.

Contractors, consultants, and representativessupporting institutions and
interested donor countries in cooperation with etspigom the countries with economies
in transition. These organizations and individugiscooperation with the secretariat
report progress to the annual sessions of theiBge€ommittee of the project.
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IV. BUDGET AND TRUST FUND

13. The EE21 project will be financed by a UniteakiNins trust fund or by support to its sub-
projects (see Annexes | to VII). Participating UNEGovernments, as well as international
organizations and private companies can supporbvheall EE21 project directly in three ways
through:

(@) in-kind contributions for:
() supporting the project activities of the na@bparticipating institutions;
(i) providing experts to work as consultants te firoject secretariat on a non-
reimbursable basis;
(i) organizing and hosting meetings;
(iv) preparing technical and economic reports,istias, energy data and other
information related to project activities;

(b)  providing experts and consultants to the pitagecretariat to work in Geneva;
(c)  co-financing the project by direct cash conttibns to the trust fund.

14.  For planning purposes contributions should im@saged on an annual basis over the
three-year period of the project.

15.  Contributions to the Trust Fund are subjec t8 per cent charge for programme support
unless otherwise agreed through the United Nat@iffise for Project Services (UNOPS). They
are subject to audit by the United Nations BoardEgfernal Auditors and the Internal Audit
Division of the United Nations. Additional or spa&lcaudit arrangements cannot be made.
Engagement of personnel and procurement of supplieguipment financed from trust funds
are subject to the regulations, rules, policies@modedures of the Organization.

16. The sub-regional and country-oriented sub-ptsjeand interdivisional cooperation
activities implemented within the framework of tB&21 Project have their own budgets, cost
plans and funding.
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ANNEX |
SUB-REGIONAL PROJECT OF ENERGY EFFICIENCY 21

Project title: Financing Energy Efficiency and Renewable Energy
Investmentsfor Climate Change Mitigation
Countries: Albania, Belarus, Bosnia and Herzegovina, Bulga@imatia, the

former Yugoslav Republic of Macedonia, KazakhsRepublic of
Moldova, Romania, Russian Federation, Serbia, dadibe

Duration: 48 Months

National | mplementing

Agencies. Municipal authorities, Ministries of Energy, Mitiges of
Environment, energy conservation agencies, NatiBaaticipating
Institutions

Executing Agency: United Nations Economic Commission for Europe

UN Cooperating Agencies: United Nations Environment Programme (UNEP)

Starting Date: January 2008

Government Inputs: (in-kind) $ 25,000 annual contribution of eachtjggpating country

Supporting I nstitutions:  $2.5 million from the Fonds Francais pour Envirement Mondial
(FFEM), $3 million from United Nations EnvironmeRtogramme
(UNEP)/ Global Environment Facility (GEF), $0.25llion from
European Business Congress (EBC), and $2 milliorichmvag
funds from United Nations Foundation (UNF)/ Unitéthtions
Fund for International Partnerships (UNFIP)

UNECE Inputs: (in-kind) $2 million

Total Cost of theproject:  $10.95 million

Brief Description: The project is to assist South-Eastern Europe (Sdfid) Eastern Europe,
Caucasus and Central Asia (EECCA) countries to meehéheir energy efficiency, diminish fuel
poverty arising from economic transition and meétrinational environmental treaty obligations
under the United Nations Framework Convention oim@ie Change (UNFCCC) and the
UNECE. It is to accelerate and extend the impaetnoéarlier UNF supported project (ECE-CIS-
99-043) that successfully leveraged $15 milliorfimdncing for energy efficiency investments in
Eastern European hospitals, municipal lighting drisdrict heating systems. It will support the
creation of a dedicated investment fund and wiivide a pipeline of new and existing projects
to dedicated public private partnership investnfantls that can provide up to $250 million of
mezzanine and/or equity financing to project sposisdt will establish an expanded and
enhanced network of energy efficiency managersdare-added information transfers on policy
reforms, financing and energy management. Theeptoyill (a) develop the skills of the private
and public sectors at the local level to identgvelop and implement energy efficiency and
renewable energy investment projects; (b) providsistance to municipal authorities and
national governments to introduce economic, ingtinal and regulatory reforms needed to
support these investments; and (c) promote oppitigarfor banks and commercial companies
to invest in energy efficiency and renewable engymjects through the development of new
public private partnership investment fund.
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The establishment of a public private partnershyestment fund will be done in four steps:

(a) Structure and prepare the investment fund uniderleadership of a Lead Private
Investor including establishing the investment obyes, investment structures,
commercial success criteria, sub-projects elidibiriteria, conditions, exclusions and
restrictions, hurdle rate, expected returns, ekiaitegy, coverage by sector and
geographical coverage, potential fund size, mankethagement structure and costs,
etc.

(b) Analyse the financial, legal and fiscal issuesluding the capital structure and all
necessary legal arrangements with investors;

(c) Solicit public sector entities from both theatpzapating countries and other countries as
well as private sector investor participation, be basis of an investment memorandum
to be prepared as part of the activity and,;

(d) Select an experienced fund manager throughnatenally approved procurement
procedures.

To facilitate establishment of an investment futite following major activities have been
accomplished since the beginning of the project:
(a) Assessment missions to participating counthase been conducted, and Investor
Interest and Capacity Building Needs report prepaetheir outcome;
(b) Three contractors have been selected followimgnternational competitive bid tender

process:
(). Conning Asset Management Limited, United Kingdonttes Investment Fund
Designer;

(i). Poyry Energy Consulting AG, Switzerland to undesetdkegional Analysis of
Policy Reforms to Promote Energy Efficiency and &eable Energy
Investments; and

(ii). The Centre for Energy Efficiency EnEffect, Bulgatas been selected to
undertake the Development of a Website and Intef@etmmunications
Network of Energy Efficiency Managers in Eastermdpe;

(c) National Participating Institutions have beeraeded grants to develop national project
websites, provide national policy information fdret regional analysis of policy
reforms, and develop national case studies on ow@ng barriers to energy efficiency
investments.
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ANNEX Il
SUB-REGIONAL PROJECT OF ENERGY EFFICIENCY 21
Project title: The Regional Network for Efficient Use of Energy and Water
Resour cesin Southeast Europe (RENEUER)
Country: Albania, Bosnia and Herzegovina, Bulgaria, Croddantenegro,

Republic of Moldova, Romania, Serbia, and the fariiggoslav
Republic of Macedonia

Brief Description: The Regional Network for Efficient Use of EnergydaWater Resources in
Southeast Europe (RENEUER) was founded at the £h8199 at the initiative of representatives
of several countries from the region. It is a téml promotion of sustainable development of
municipalities and regions through rational useenérgy and water resources. Within a short
time all countries participating in Southeast Ewap Co-operative Initiative (SECI) and the
Stability Pact (now Regional Cooperation CounciC()) joined the Network of the project.
This is a typical “bottom up” initiative aimed atdilitating and promoting sustainable
development of the municipalities and regions irut8east Europe through initiatives for
efficient use of energy and water resources.

RENEUER focuses its activities as follows:

Objective 1:Accelerate regional networking by enhanced Inteocoenmunications to provide
value added information on project finance andkieto Protocol mechanisms.
Two major outputs are planned:
(@) Further development and maintenance of theuasted and updated RENEUER
Clearinghouse (www.reneuer.com).
(b) Introduction of advanced training tools for lome training on local (municipal) energy
planning and management to strengthening the dgpadi local managers and
specialists.

Objective 2:Promote Energy Efficiency Investments on the Idoalinicipal) level, developing
skills and capacities.
The following outcomes are envisaged:
(a) Collect and disseminate information about sssit#ly implemented financial schemes
and mechanisms that may serve as good exampl&&municipalities;
(b) Provide distance training of municipal managersd specialists via RENEUER
Clearinghouse on the implementation of innovativericial instruments for energy
efficiency and climate change projects.

Objective 3:Develop regional policies to support energy eéficy investments and the Kyoto
Protocol mechanisms.

Activities will aim at building a unique coalitioof people and institutions who support the
reforms in the energy sector. They will be focusadthe dissemination of lessons learned and
project outcomes via RENEUER Clearinghouse. ThuBlREER will turn into a reliable and
effective policy instrument for the countries oétregion, which could be well integrated into
the EU process “Better Integration through Spedifichange for Sustainable Energy” (BISE),
thus accelerating the European integration prosdsshe countries of the region.
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For implementation of these objectives with theical support of the UNECE EE21 project
various initiatives and projects are being prepaasd introduced to donors for potential

financing.
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ANNEX IlI
COUNTRY-ORIENTED PROJECT OF ENERGY EFFICIENCY 21

Project title: Removing Barriers to Energy Efficiency Improvements in the
State Sector in Belarus

Country: Belarus

Duration: 48 Months

Implementing

Agency: United Nations Development Programme

Executing Agency: Belarus Committee on Energy Efficiency

Cooper ating Agency: United Nations Economic Commission for Europe

Starting Date: June 2006

GEF Grant: $1.4 million

Government Inputs: $8.27 million (including $150,000 in-kind)

UNECE Inputs: (in-kind) $ 100,000

Total Cost of the project: $9.77 million

Brief Description: The goal of the project is to reduce greenhouseegaissions directly by
approximately 1.14 million tons of GOequivalent over 15 years by catalyzing current
investments in energy efficiency in the state seab Belarus. The project will target
municipalities and state and communal enterprisele district heating and combined heat and
power sectors. The main objective of the projedbisncrease internal investments in energy
efficiency projects in the state sector with theistance of the Energy Centre created in the
process of project implementation. Specific objedi include the following: (1) Strengthen
institutional capacity to support energy savinghiea state sector; (2) Establish a track record for
investments in sustainable energy efficiency pitsjem the state sector; (3) Develop
straightforward financial “starter” mechanisms irclallenging investment climate to promote
investments in the state sector; and (4) Overcoegative perceptions of incentives for energy
saving in the state sector and provide local aittkerand state enterprises with much-needed
market information and training. In order to strémey institutional capacity to support energy
saving in the state sector, the project will esshbn energy efficiency organization, the Energy
Centre, which will provide consulting services ineegy efficiency to state organizations.
Related project activities will include creationtbé centre as a legal entity, selection of itff,sta
and training for its staff provided by internatibnansultants.

The project’s strategy addresses capacity and asseissues amongst state enterprises and
local authorities by building capacity to providefarmation and consulting services, and
training to local authority and state enterpriselayees in energy efficiency. The Project team
will assess opportunities of local bank loans ioergy efficiency investment projects. Expected
outcomes of the project include the following: (bcreased incentives for state (budget)
organizations to invest in energy efficiency; (Z)dncial resources available to the state sector
for energy efficiency investments are used moreiefitly; (3) Project successes throughout
Belarus sustained and replicated.
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ANNEX IV
SUB-REGIONAL PROJECT OF ENERGY EFFICIENCY 21
Project title: Increasing Ener gy Efficiency for Secure Energy Supplies
Countries: UNECE member states, with a particular emphasisiband gas
producing, transporting and consuming countries
Duration: 36 Months
National | mplementing
Agencies: Ministries, companies, organizations and institusi from energy,
industry and financial sectors of the participatogintries
Executing Agency: United Nations Economic Commission for Europe
Budget available: $150,000
Starting Date: September 2008

Objective: The goal of the project is to promote the developmef energy efficiency
investments projects designed to reduce the domesmsumption of hydrocarbons in the
Russian Federation, Kazakhstan and other Centril &sergy exporters in order to release
additional energy resources which could be usedeftirer for domestic consumption or to
increase oil and natural gas exports, which wiliarcte security of supply.

Brief Description: By improving their energy efficiency, the Russia@dEration and Central
Asian countries could reduce domestic energy copsomthat would release energy resources
which could enhance security of supply. At the sdime, efficiency improvements could help
raise industrial productivity, diminish fuel depemte and reduce environment air pollution as
well as greenhouse gas emissions.

During the last fifteen years the UNECE Energy &dfincy 21 project has demonstrated that it is
possible to identify, develop and finance enerdiciehcy investment projects in the Russian
Federation, Eastern European and CIS countriehia$t shown that cost-effective energy
efficiency investments are the only self-financmgthod of reducing greenhouse gas emissions
in the region. These projects could be made doatihactive if energy efficiency investments
were financed through foreign currency earningsvedr from increased energy exports. In
addition, many Russian and Central Asian expertswkithe technical solutions needed to
improve energy efficiency in their municipalitigsower stations or factories but they do not
know how to formulate investment projects that mestk rules, standards and criteria. Some
governments in the region have not implementecetiergy policy, regulatory and institutional
reforms needed to improve energy efficiency.

Expected Accomplishments

(@) Increased skills for local experts to identify, dp and finance investment project
proposals for financing to the Eastern EuropearrdynEfficiency Investment Fund and
other sources of equity or project finance;

(b) Improved capacity to analyse and finance investméam the revenues of increased
hydrocarbon exports derived from efficiency impnments.
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Main Activities

(a) Establish a network of government and industriapegts from energy importing
countries and exporting countries for identifyingdadeveloping energy efficiency
improvements in the production, transportation asel of natural gas and petroleum

(b) Develop the technical criteria, information requients and standard format for the
identification and selection of energy efficienayéstment project proposals

(c) Review and evaluate the investment climate, enpaligy and local agreemenfproperty
ownership, off-take agreements) needed to finaneestment projects as loans and
through equity financing

(d) Develop new mechanisms (guarantees, contractu@eagmts) to finance efficiency
improvements from the greater availabilities ofunak gas and petroleum for use in
domestic and export markets

Budget: The project budget for the whole implementationley2008-2010 is $ 150,000. Co-
financing for the project will be explored with th&upporting institutions of government
departments, international organizations and pubhd private sector companies currently
financing UNECE projects on energy security andrgnefficiency. Support from ‘in-kind’

contributions is expected from related UNECE integrnmental bodies notably the Committee
on Sustainable Energy intergovernmental expertodis# on energy security, the Energy
Efficiency 21 Project and the Working Party on Gake UNECE will provide an ‘in-kind’

contribution of project counterparts in staff timépcuments preparation and distribution,
publications and conference services.
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ANNEX V
SUB-REGIONAL PROJECT OF ENERGY EFFICIENCY 21

Project title: Development of the Renewable Energy Sector in the Russian
Federation and in CIS Countries. Prospects for Interregional
Cooperation

Countries. UNECE member states, with a particular emphasishenRussian
Federation and other CIS countries

Duration: 36 Months

National | mplementing

Agencies: Ministries of Energy and Natural Resources, Mimest of
Environment, Ministries of Economy and other refadeganizations
and institutions

Executing Agency: United Nations Economic Commission for Europe

Budget available: $150,000

Starting Date: September 2008

Objective:  The goal of the project is to promote interregiot@peration to overcome energy

policy, regulatory, institutional and financial bars to the development of renewable energy
resources in the Russian Federation and countfisf'eacCommonwealth of Independent States
(CIS).

Brief Description: The Russian Federation and the CIS countries adeved with very
significant renewable energy resources. The ctircentribution of solar, tide, wind, hydro,
geothermal, hydro and bio-fuels is less than Scpet of total primary energy consumption. But
they have a large, diverse and unrealised potethtél could have important benefits for the
environment, energy security and the economy ifidewange of barriers to the deployment of
renewable energy technologies can be overcometirgsuh a more favourable investment
climate. Interregional cooperation can contribgteatly to overcoming these obstacles since
many of the opportunities and constraints for theure development of renewable energy
resources are common between the CIS member states.

The size and geographical diversity of the CIS toes provides natural advantages for
exploiting renewable energy resources. The corleaélectric power systems throughout the
CIS allows for the transfer of power across theiareglt would provide for the location of
renewable energy projects such as wind farms irotemesource rich areas and transmitting
electric power to population centres. For examiple,European Bank (EBRD) estimates that the
Russian Federation has an excellent potential fod wower generation. One quarter of its total
potential would provide some 175,000 MW of powemnirsites along seacoasts, the steppes and
mountains. Despite this potential, the CIS represséass than one per cent of global installed
wind power according to the UNDP World Energy Assesnt.

The prospects for other renewable are also vergnigsing. The hydro potential in the Russian
Federation alone represents 9 per cent of worldchyesources. This represents some 21 per
cent of total electric power generating capacitythe Russian Federation. The potential for
geothermal energy in Russia is also very high rateghore than 3000 MWe while geothermal
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accounts for some 200 MWe at present ranking Russiang the highest users of this energy
source.

A number of renewable energy technologies are denstl to be competitive now to provide

electric power to national grid systems accordmdhe International Energy Agency including

hydro, biomass, geothermal and large scale windhédsame time, more than 10 million people
in CIS countries are not connected to electric payviels and currently use small scale gasoline
or diesel generators which are expensive and aibteli Off-grid electricity could be reasonably

provided with wind-diesel systems, biomass-firexhst boilers and small hydro.

Despite this potential, the deployment of renewadiergy technologies is hindered by, inter
alia, lack of political, legislative and regulatosypport; energy prices that do not reflect the
costs of production; low electric power and hedtfg lack of information for decision makers;
and a preference for centralized energy suppliasah contribute to an inadequate investment
climate for renewable energy technologies.

Expected Accomplishments

(a) Increased capacity of national and regional expertglentify and adopt measures to
overcome barriers to the development of renewatnegy resources;

(b) An enhanced investment climate for deployment néveable energy technologies in the
Russian Federation and CIS countries.

Main Activities

(a) Establish a network of national and regional expersponsible for promoting renewable
energy technologies in the Russian Federationmtedested CIS countries;

(b) Analyse the energy policy, regulatory, institutibrend financial barriers to the
development of renewable energy resources in gaating countries;

(c) Identify, compare and contrast measures adopt@ariticipating countries to overcome
barriers to the deployment of renewable energyrtelciyies;

(d) Prepare a strategy to promote an enhanced investolierate for renewable energy
technologies for dissemination to national and aegi authorities in participating
countries.

Budget: The project budget for the whole implementationley2008-2010 is $ 150,000. Co-
financing for the project will be explored with th&upporting institutions of government
departments, international organizations and pubhd private sector companies currently
financing UNECE projects on energy security andgpefficiency. It is expected, that ‘in-kind’
contribution may come from related UNECE intergoveental bodies, notably the Committee
on Sustainable Energy and the Energy EfficiencyPiject. The UNECE will provide an ‘in-
kind’ contribution of project counterparts in staéfhe, documents preparation and distribution,
publications and conference services.
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ANNEX VI
INTER-REGIONAL PROJECT OF ENERGY EFFICIENCY 21
Project title: Global Energy Efficiency 21: Cooperation between the United

Nations Regional Commissions on Energy Efficiency for Climate
Change Mitigation (GEE21)

Countries: Member countries of the five UN Regional Commissiobnited
Nations Economic Commission for Europe (UNECE), UN
Economic and Social Commission for Asia and the ififeac
(ESCAP), UN Economic and Social Commission for \WestAsia
(ESCWA), UN Economic Commission for Africa (ECA) darthe
UN Economic Commission for Latin America and theriblzean

(ECLAC)

Duration: 36 Months

National | mplementing

Agencies: Ministries of Energy and Natural Resources, Mimest of
Environment, Ministries of Economy, financial irigtions and
banking sector representatives from the partigigatiountries

Executing Agency: United Nations Economic Commission for Europe

Starting Date: September 2008

Budget available: $150,000

Objective:  The goal of the project is to develop a more syateanexchange of experience on
capacity building, policy reforms and investmenpjpct finance among countries of the other
regions of the world through their UN Regional Coissions in order to promote self-financing
energy efficiency improvements that raise econoprmductivity, diminish fuel poverty and
reduce environment air pollution such as greenhgasesmissions.

Brief Description: A global consensus seems to be emerging that eeéiigiency is the most
effective method of mitigating climate change. Tiesbecause there is a vast potential for
efficiency improvements to reduce g€@missions which can be implemented very quickly,
cheaply and reliably. This consensus can be seea mumber of recent statements and
declarations of senior government officials.

The Joint Statement of the Heiligendamm G8 Sumneietng held in June 2007 was issued on
building the framework conditions for a globalizehd competitive economy following
discussions between the G8 leaders and the hed®stef of Brazil, China, India, Mexico and
South Africa. The leaders confirmed their commitiném promote energy efficiency as an
important step towards secure, stable and comyetitinergy supplies for achieving sustainable
development.

The G8 Statement reflects the vision of the EU RiaAction on Energy Efficiency adopted in

October 2006 with the approval of all EU memberrtdas. The European Commission Draft
Declaration on an International Partnership for igpeEfficiency Cooperation combines the
commitments Heads of State on energy efficiencypnftbe G8 Statement and EU Plan of Action
apparently also with the approval of the United&tand Japan.
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At the global level within the United Nations, Mitinium Development Goal 7 on ensuring
environmental sustainability under MDG Target 9dissigned to integrate the principles of
sustainable development into country policies amdg@amme and reverse the loss of
environmental resources. This is to be measured MIDG Indicator 28 aimed at reducing
carbon dioxide emissions per capita. This suppiiesglobal UN Framework Convention on
Climate Change (UNFCCC) process.

Within the UNECE Region, Environment Ministersila ‘Environment for Europe’ conference
in Belgrade in 2007, specifically welcomed the UNEEQroject on Financing Energy Efficiency
Investments for Climate Change Mitigation agrediogonsider participation as public-sector
investors in it's energy efficiency investment funtihe project has been developed with
significant extra-budgetary support of the Unitedtibins Foundation, the French Global
Environment Facility and the UNEP / Global Envircem Facility. It is designed to promote
the formation of a market for energy efficiencylid eastern European, south-eastern European
and Central Asian countries to reduce greenhouseegassions. It is designed to provide a)
capacity building for the development of energyiogéhcy investment projects, b) assist
participating governments with the introductionesfergy policy reforms and c) provide finance
for bankable projects that reduce £#€nissions through a public-private partnershiptgdund
managed by external professional fund managers.

In its Proposed UN System Wide Approach to Clin@ienge, the United Nations System Chief
Executives Board (CEB) found that the UN systemvigles an extensive range of capacity
building activities. It noted though that accesseovices is often limited by a lack of awareness
of what is on offer, which agencies provide reldvsarvices and what a country needs to do to
receive support. It concluded that the UN systepukhdevelop a central hub or regional hubs
of information and capacity building services offgrby UN bodies that would serve as a
capacity building gateway in particular aimed ataleping countries.

The present project is designed to explore howtiaable experience of the UNECE energy
efficiency projects can be applied with UNECE assise to the other Regional Commissions
especially to ESCAP which shares common membeesstaith UNECE. The energy and
climate change mitigation activities of the othexginal Commissions will need to be appraised
to determine how they could respond fully to trengfer, adoption and local adaptation of the
activities such as those under the UNECE energgi@ficy work programme.

Expected Accomplishments

(a) Increased capacity of the UN Regional Commissiomsptovide effective energy
efficiency services that promote the reduction @eghouse gas emissions to member
states;

(b) Improved capacity to develop, adjust and implenseiglobal strategy to promote self-
financing energy efficiency improvements.
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Main Activities

(a) Establish a network of elected officers of intergmmental bodies working on energy
efficiency and climate change and the respectieeesariats of the five United Nations
Regional Commissions;

(b) Appraise the energy efficiency and climate changekwprogrammes with respect to
activities capacity building, energy policy reforarsd investment project finance;

(c) Determine common priorities and synergies betwéenmember states and the work
programmes they pursue through their UN intergavemtal bodies among the five UN
Regional Commissions;

(d) Develop a global strategy for the adoption UN RegladCommission work programmes
to promote self-financing energy efficiency improwents to raise economic
productivity, diminish fuel poverty and reduce eowiment air pollution as well as
greenhouse gas emissions.

Budget: The project budget for the whole implementationley2008-2010 is $150,000.
Co-financing for the project will be explored withe supporting institutions of government
departments, international organizations and pubhd private sector companies currently
financing UNECE projects on energy security andgpefficiency. It is expected, that ‘in-kind’
contribution may come from related UNECE intergoveental bodies notably the Committee
on Sustainable Energy and the Energy EfficiencyP&dject. The UNECE will provide an ‘in-
kind’ contribution of project counterparts in stéfhe, documents preparation and distribution,
publications and conference services.



ECE/ENERGY/WP.4/2009/2
page 21

ANNEX VII
INTERDIVISIONAL COOPERATION ACTIVITIES OF ENERGY EFICIENCY 21

A. Energy Efficiency in Housing

Project title: UNECE Action Plan for Energy Efficiency in Housing
Countries: UNECE member States
Duration: 24 Months

Estimated budget: €75,000
Executing Agency: UNECE Committee on Housing and Land Managert@hRiLM)

General objective: To assist UNECE governments to improve energy iefiicy in the housing
sector and enhance energy performance of buildings.

Background: As part of its programme of work, the Committee blousing and Land
Management is addressing the issue of energy efifigi in housing. In particular the Committee
is identifying and addressing political, institutad, financial, technological and institutional
gaps in the UNECE region. The CHLM has undertakeinadepth-analysis of the situation of
energy efficiency in housing in the region and tifesd the main areas requiring intervention
and action as well as investigated identified @xistreplicable projects. In order to facilitate
exchange of information and discuss policy adviee €HLM is organizing two workshops on
energy efficiency in housing: in Sofia, Bulgana 21-22 April 2009 and in Vienna, Austria in
November 2009. The first workshop focuses on opmaties and constraints in the sector, with
a view to bridging the gaps between decision makimgj practice. The second one will focus on
recommendations to policy and decision-makers. @¢xamon thread, the meetings will develop
guidance that should lead governments to enharegeefficiency in the housing sector, also
through national plans.

Brief Description: As part of this effort to assist governmentsrpiove the performance of
buildings, the drafting of an action plan for energfficiency in the UNECE region would
represent an important capacity building tool. ®its, actions and solutions proposed by the
plan could be mainstreamed into national and Ist@tegies, and thus provide an important
blueprint for energy efficiency in housing in tregion. The Action Plan would: a) provide a list
of gaps and constraints preventing countries fraroreiasing the energy performance of
buildings; b) identify possible solutions to ovemm® those constraints, also based on existing
examples; c) identify the main actors that shoddrvolved in the corrective action d) identify
the main steps for the corrective action e) idgntélated challenges and risks; f) identify
potential partners that could assist in the impletaiton of the solution. The Action Plan is
expected to be a practical tool for decision makansl as such should be developed by policy-
makers of member States in cooperation with thereBatat, possibly through a number of
consultations and dedicated workshops.
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B. Wood Energy

Activity (project) title: Modern and sustainable heat and power from woody biomassin
South-Eastern Europe

Countries. Countries in the western Balkans
Duration: 24 Months

Estimated Budget: €450,000

Executing Agency: UNECE/FAO Timber Section, Geneva
Starting Date: September 2008

Objective:  The goal of the project is to demonstrate the [elityi of converting municipal
heat and power systems in the western Balkans tmlyvbiomass from local renewable sources
by raising awareness at the policy level and byanieg detailed project proposals for one or
two municipalities in each of the participating otnies.

Brief Description: The western Balkans have a valuable and expandimegtfresource, which
could provide significant volumes of renewable gyeiHowever, most citizens, even in rural
areas, are dependent on imported fossil fuels. <dhéion is to convert district heat and energy
systems of municipalities in forested areas to mo#eod burning.

When used in an energy and material efficient wayng a modern burning facility, drawing on
wood from sustainably managed forests, wood enisrggnsidered as almost climate neutral. In
addition to the energy efficiency, increased eneegurity and lower fuel costs, especially when
the municipality is also the forest owner, thesgjents could generate additional income from
credits for avoided CQemissions and create additional local employment.

Woody biomass is one of the most important renesvaiblergy sources in the UNECE region
and may see strong growth in coming years. Howewapd energy is often negatively
perceived as the fuel of the poor because of lWeua intensity, often old-fashioned burning
facilities and the connected indoor and outdoor mHution by small particles emissions.
Modern burning facilities can effectively converbedy biomass to energy whilst minimizing
particle emissions.

Many cities and municipalities already possessrakhtating networks requiring refurbishment,
which could be converted relatively cheaply to wpbibmass. Furthermore, the municipalities
often own (or have guaranteed access to) abunoealtwood resources.

Next Steps

(a) Set up a network of interested municipalities & tlountries of the region;

(b) Organize reconnaissance expert missions to thegéas to assess the market for woody
energy, to collect positive examples for wood epepgpjects implementation and to
prepare regional feasibility reports including Imesis case relevant data;

(c) Organize a sub-regional workshop for policy-makesgresenting energy and forestry
areas from target countries to raise awarenessacasidlowcase examples where heat and
power providers successfully switched to woody laem



ECE/ENERGY/WP.4/2009/2
page 23

(d) Prepare project proposals to convert municipaliee or two per participating country)
from heat and power systems based on fossil fuelsystems based on sustainable
woody biomass;

(e) Organize a final conference to present pilot prioproposals and lessons learned to the
policy-makers and potential investors.

Following the proposal of the UNECE/FAO Timber Sect the nineteenth session of the
Steering Committee of the EE21 Project held in M08 “requested the secretariat, in
cooperation with the UNECE/FAO Timber Section, evelop a subregional project of Energy
Efficiency 21 addressing wood energy and otherfb&s with a geographic focus on the
western Balkans” (ECE/ENERGY/WP.4/2008/3, para(ip4

The Timber Section sees strong synergies in bugpdhe common efforts in close cooperation

between the different sectors (energy, forestryestment) and levels (international, national,

communal/local). It would involve partners from b@nergy and forest agencies to develop and
implement this project. Cooperating partners of BHE21 Project networks are requested to
consider funding of this project.



