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Executive Summary
At the CMP in Doha, which concluded in December 2012, changes were made to Annex B of the
Kyoto Protocol which stated that for Kazakhstan the quantified emission limitation or reduction
commitment over the 2013 – 2020 period should be 95% of the base year of 1990. In addition,
Kazakhstan has pledged to reduce greenhouse gas emissions by 7% by 2020, as a percentage of the
1990 reference year.. This commitment has been reflected at the national level, where activities
related to GHG reduction have intensified in recent years following publication of the “Strategic
Development Plan of the Republic of Kazakhstan to 2020”, and the launch of the country’s initiative
to establish a National Emissions Trading Scheme (Kazakh ETS). The development of the Kazakh ETS
was enacted into law on 3 December 2011 through an amendment to Kazakhstan’s “Ecological
Code”, thereby establishing a national market mechanism for reduction of GHG emissions which
should allow for both national and international trade in emissions allowances, in addition to
initiating the development of a domestic offset scheme. Since adoption of the amendment to the
Ecological Code, 17 Government decrees and 14 Ministerial orders have been drafted which regulate
the Kazakh ETS and the domestic offset scheme, and to date all but one of these have been adopted.
In accordance with the Ecological Code the pilot phase of the Kazakh ETS started on 1 January 2013,
and is currently intended to last one year. The pilot phase is to be followed by the “second trade
period”, the duration of which is still to be officially determined, but is expected to cover the years
2014 to 2020. A proposal is currently under consideration to divide the second trade period into an
ETS phase II (2014-2015) and ETS phase III (2016-2020) to allow further fine tuning of the scheme.
Only CO2 emissions are currently planned to be covered by the Kazakh ETS, at least for the duration
of the pilot phase, and although discussions are on-going as to whether methane emissions should
be covered by the scheme at a later date, this is not reflected in any current legislation or other
relevant documentation.
According to the Ecological Code, there are six main sectors which are covered by the Kazakh ETS: i)
agriculture, ii) transport, iii) oil and gas, iv) mining and metallurgy, v) the chemical industry and vi)
the power sector, although the inclusion of the first two sectors, agriculture and transport is
currently being debated. Companies with annual CO2 emissions exceeding 20,000 tonnes/year and
which belong to one of the aforementioned sectors will be covered by the Kazakh ETS (referred to as
"operators"). Currently 178 operators (as opposed to individual installations) have been identified
which are expected to be covered by the scheme, at least during the pilot phase, based on nonverified GHG emission data submitted by operators for 2010. The National Allocation Plan (NAP) for
the 2013 pilot phase has been developed and was approved by the Government decree No. 1588 on
13th December 2012. Allowances during the pilot phase are allocated based on historical data, at
100% of the 2010 level of emissions, and the total amount of allowances during the pilot phase is
equal to 147,190,092 tonnes of CO2, plus a reserve of allowances available for new installations
equal to 20.6 million so-called “allowance units” for 2013. The Kazakh ETS is expected to cover 77%
of Kazakhstan’s overall CO2 emissions during its pilot phase, or approximately 55% of total GHG
emissions.
From 2013 onwards, companies are obliged to report data on an installation-level basis, and this
data will need to be verified by an independent third party before approval by the relevant
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government authority. No reduction target has yet been set or approved for the second trade period
of the Kazakh ETS. The allocation approach for the second trade period is also currently under
development, and is to be based on a benchmarking approach derived from that adopted by the
European Union Emissions Trading System (EU ETS) for allocating emission allowances from 2013
onwards. It is unlikely to be a direct application of the EU ETS approach and benchmark figures,
however, as it aims to reflect the fact that the production/energy efficiency of most Kazakh
installations is not yet on par with their European counterparts.
In addition to setting the basis for development and implementation of the Kazakh ETS, the
Ecological Code also foresees implementation of a domestic offset scheme in Kazakhstan. The
current legislation specifies the sectors and project types which are to be prioritized under the
domestic offset scheme, and the procedure for approval of these projects. Currently there does not
appear to be any regulation pertaining to limits on the amount of carbon units from domestic offset
projects which can be used by an operator for compliance purposes. Projects which reduce
emissions of CO2 and other GHGs are permitted under the domestic offset scheme, and the
legislation clearly states that installations which are covered under the NAP are not eligible for the
domestic offset scheme.
The two main Kazakh institutions involved in the design and coordination of the Kazakh ETS are the
Ministry of Environment Protection (MEP) and the “Kazakh Research Scientific Institute on Ecology
and Climate” (KazSRIEC). The MEP is the main body responsible for coordinating the implementation
of the Kazakh ETS. KazSRIEC is a working body of the MEP responsible for drafting the secondary
legislation, modeling the allocation procedure and the collection and compilation of emissions data
from operators.
No analysis on the economic effects of linking has been carried out, but the experiences from the EU
ETS have been taken into account in the design of the Kazakh ETS. According to the secondary
legislation, the MEP should investigate international emissions trading schemes and consider the
options for linking prior to the end of the pilot phase. The importance of future linking with the EU
ETS is also reflected in the design of the Monitoring, Reporting and Verification (MRV) procedures
for the Kazakh ETS, which are currently under development, and which are based on the EU
procedures and templates.
An assessment of the “market readiness” of the Kazakh ETS with respect to policy/political readiness
suggests that the scheme is well advanced with respect to pre-requisites for its introduction and its
scope and coverage. The mechanism for setting the cap and the schedule for the schemes
implementation are also thought to be well advanced, although specific challenges are highlighted
with respect to the collection of accurate and verified data on installation-level emissions and with
ensuring that the planned duration of the pilot phase will be sufficient to resolve all issues related to
implementation of the second trade period. The fact that no studies have been undertaken to
determine either the anticipated carbon price in the scheme or the level of costs associated with the
running of the scheme are considered to be specific risks to the successful implementation of the
Kazakh ETS.
With respect to technical readiness, much valuable work has been undertaken on the approach to
allocation and on the establishment of the MRV system, although challenges may arise with respect
to having a system which is influenced by the relevant EU ETS procedures but also needs to reflect
the country’s specific issues and barriers. The technical decisions regarding the design of the Kazakh
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ETS are also well advanced, albeit important decisions remain to be made on some aspects of the
Kazakh ETS, in particular with respect to the second trade period. Significant challenges may be
faced in ensuring that installation-level data is properly collected in time for the launch of the
second trade period, and delays may also be faced in the setting-up of the allowance registry.
Although the basics of the oversight system are known, this is an area where significantly more work
is thought to be required.
With respect to institutional/legal readiness, although the legal basis for MRV is well grounded, the
current drafts of the legislative documents are in need of some amendments, which is a process that
is currently on-going. Administrative penalties and penalties for exceeding the cap have been
identified, although the procedure for enforcement of these penalties needs further development.
The institutional framework has been clearly defined, but a lack of human resources may hinder the
implementation of the scheme. Finally, the implications regarding defining carbon trading units as
goods may not have been fully appreciated by the relevant authorities.
Based on the assessment of “market readiness” of the Kazakh ETS, a comparison of the status of the
country’s scheme with that of other countries or regions has been included in the main comparison
table in the PETER project report entitled “Existing Emissions Trading Schemes – A Comparative
Analysis”.

1 Introduction
This section presents an overview of the current status of the proposed Kazakh ETS, starting with an
assessment of the historical background for the Kazakh ETS and the rationale for the scheme. The
assessment is further divided into three sections which present the development and status of the
Kazakh ETS with respect to i) policy and political issues, ii) its technical framework and iii) its
institutional framework. A detailed review of the primary and secondary legislation has been
undertaken as part of this assessment. The main section of the report provides an overview of the
relevant legislation, and the full list of relevant legislative documents with a short summary of the
content and aims of each is included in annex I. This section also presents the on-going and planned
donor assistance programmes, and provides a comprehensive list of these programmes, including a
description of each one, in annex II. A separate section describing the nature and aims of the pilot
phase is also presented. Finally, an assessment is made of the “market readiness” of the Kazakh ETS
based on the information collected and review undertaken.
It should be noted from the outset that despite the fact that the Kazakh ETS entered its pilot phase
of operation on 1 January 2013, the scheme is still a “work in progress”, and this is reflected in there
being a significant number of discrepancies between certain legislative documents and statements
made through official sources, in addition to uncertainties on a number of issues (for example on
which gases are to be covered during the second trade period and on the potential for auctioning of
allowances). Discrepancies within and inadequacies of the existing legislation have been identified
by the relevant Kazakh agencies themselves, and they are currently in the process of drafting
amendments to the existing legislation to deal with these issues. The description given below
therefore represents the situation at the date of publication of this report. This situation may change
rapidly. It should also be noted that, in order to provide a level of consistency, some of the terms
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used for describing certain aspects of the Kazakh ETS are those terms that are used by the Kazakh
authorities themselves (e.g. “second trade period”, “allowance units”).

2 Policy context for the introduction of the Kazakh ETS
After decade long discussions, Kazakhstan finally ratified the Kyoto Protocol on 19 June 2009.
Historically, Kazakhstan’s main focus has been on participation in the regulated carbon market.
Kazakhstan is a non-Annex I country with respect to the climate change convention, but an Annex I
country for the purposes of the Kyoto Protocol1. Kazakhstan, however, did not declare that it wished
to be bound by the commitments of Annex I Parties under the Convention when the Protocol was
adopted, and therefore does not have an emissions target listed for it in Annex B. Being considered
an Annex I Party without Annex B status meant that Kazakhstan cannot participate in any of the
flexible mechanisms: the Clean Development Mechanism (CDM), Joint Implementation (JI) or
International Emissions Trading (IET) 2. Kazakhstan has repeatedly requested an amendment to
Annex B to the Kyoto Protocol so that the country could participate in the flexible mechanisms. A
decision regarding this request at the COP/CMP meetings has continuously been postponed to the
next meeting. The opposition to Kazakhstan’s inclusion in Annex B has been focused on procedural
issues relating to the timing of Kazakhstan’s request given the limited duration of the first period of
the Kyoto protocol, and also to a certain extent to the country’s proposal for a quantified
greenhouse gas emission limitation or reduction commitment of 100 % of the 1992 level. As a result
of this on-going negotiation process on the ambition level, however, Kazakhstan has recently
reconsidered the proposed base year from the initial 1992 to 1990, and this position has been
confirmed through an official correspondence to the UNFCCC Secretariat submitted during the
second half of 2012.
At the CMP in Doha, which concluded in December 2012, changes were made to Annex B of the
Kyoto Protocol which stated that for Kazakhstan the quantified emission limitation or reduction
commitment over the 2013 – 2020 period is 95% of the base year (and the reference year of 1990).
In addition, Kazakhstan has pledged to reduce greenhouse gas emissions by 7% by 2020, as a
percentage of the 1990 reference year. The CMP in Doha concluded, however, that Annex B to the
Kyoto Protocol in respect to the first commitment period would not be amended to include
Kazakhstan. As a result of the country’s inclusion in Annex B Kazakhstan will be able to participate
more fully during the second commitment period.
At the national level, activities related to GHG reduction have intensified in recent years following
publication of the “Strategic Development Plan of the Republic of Kazakhstan to 2020”, approved by
Presidential Decree (No. 922) on 1 February 2010, and with an initiative to establish the Kazakh ETS.
One of the goals of the Ministry of Environment Protection (MEP) Strategic Plan for 2009-2011,
which was adopted in December 2008, was to "improve environmental and economic mechanisms
for environmental protection", and one of the components of this goal includes the development of
laws and regulations in support of the Kyoto Protocol and the implementation of projects to reduce
GHGs. In August 2009, the MEP was appointed the authorized body for coordinating the
implementation of the Kyoto Protocol. In addition, the MEP was placed in charge of implementing
1
2

by virtue of Article 1, paragraph 7 of the Protocol
Option Review for Kazakhstan to Participate in the International Carbon Market, EBRD (2010)
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an industry-wide programme, entitled “Zhasyl-Damu” (“Green Growth”), which is one of the
subcomponents of the Strategic Development Plan. This five year programme (2010 – 2014), aims to
achieve reductions in GHG emissions and the impact of climate change on the environment. The
programme includes the development of proposals for the Government of the Republic of
Kazakhstan to create a legal framework for the implementation of the Kyoto Protocol and postKyoto agreements, development of proposals for domestic policies and measures to reduce GHG
emissions, and, most relevant, proposals for the development of market mechanisms for the
reduction of GHG emissions.
The primary document that allows Kazakhstan to develop an ETS is the Ecological Code amended by
law No. 505-IV entitled “On Amendments and Additions to Certain Legislative Acts of the Republic of
Kazakhstan concerning Environmental Issues” (the Law “On Amendments”) adopted on 3 December
2011. According to the Article 94-7 of the Ecological Code, a market mechanism for reductions of
GHG emissions should include:
1) Trade in national GHG emissions allowances
2) Trade in certified emissions reductions (CERs), emissions removal units (ERUs) and units from
domestic offset projects
3) International trade in allowances between the countries that have quotas and/or GHG emissions
reductions and their legal entities
In addition, the Republic of Kazakhstan’s application for observer status to the International Carbon
Action Partnership (ICAP), made on July 20, 2012, has been accepted.

3 Choice of policy options and principles of the Kazakh ETS
3.1 Overall environmental goal of the scheme
As stated above, Kazakhstan has pledged to decrease GHG emissions by 7% through to 2020 as part
of its commitment made in Doha in December 2012. According to the latest version of draft NAP (as
of June 2012), total emissions of companies covered by the NAP during the pilot phase of the Kazakh
ETS (i.e. 2013) should not exceed the total volume of emissions in 2010. No reduction target has yet
been set or approved for the second trade period of the Kazakh ETS.

3.2 Scope and coverage of the scheme
3.2.1

Gases covered

Both CO2 and methane are subject to monitoring and regulation in Kazakhstan3. Only CO2 emissions,
however, are planned to be covered by the Kazakh ETS, whereas methane emissions are currently
excluded from the scheme, at least for the duration of the pilot phase. Although discussions are ongoing as to whether methane emissions should be covered by the scheme at a later date, this is not
reflected in any current legislation or relevant documentation. Reductions in methane emissions are,
however, permitted under the domestic offset scheme.

3

Government decree #840, “On approval of the Rules for monitoring/control of the GHG inventory”, 26 June
2012
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3.2.2

Sectors and operators covered

According to the Ecological Code, there are six main sectors which are covered by the Kazakh ETS in
Kazakhstan:


Agriculture



Transport



Oil and gas



Mining and metallurgy



Chemical industry



Power sector

For the GHG emissions reserves, seven eligible sectors4 are defined, as listed below:


Agriculture



Transport



Oil and gas



Mining and metallurgy



Chemical industry



Petrochemical industry



Power sector

The discrepancy in the above two lists reflects the fact that these are defined in two separate
legislative documents, and that unlike the Ecological Code approach, the Ministerial order refers to
the national statistical standards, where the petrochemical industry is defined as separate to the
chemical industry, due to the importance of the oil and gas sector in Kazakhstan.
Operators with annual CO2 emissions exceeding 20,000 t/yr (called “major emitters”) and which
belong to one of the sectors listed above will be covered by the Kazakh ETS. Currently 178 operators
have been identified which are expected to be covered by the scheme, at least during the pilot
phase, based on GHG emission data submitted by operators through the non-verified inventory
“passports” for 2010.
It should be noted that this figure of 178 represents the number of operators and not individual
sites, and each company is likely to operate a number of discrete sites which may be subject to a
cap. As it is assumed that there will be new entries into the system in the future, these new
operators will be allocated allowances from a reserve.
The Law “On Amendments” prohibits the economic activities of any major emitter in the covered
sectors unless they have obtained allowances for GHG emissions from the MEP on the basis of the
NAP. The allocation of allowances to individual operators will be indicated in a certificate issued by
MEP, which will serve as a permit to operate with respect to the aforementioned law.

4

Government decree № 685 dated 25.05. 2012 “On approval of the list of priority sectors of a GHG emission
reserve”
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From 2013 onwards, companies will be obliged to report data on an installation-level basis as
opposed to an entity-level basis as was the case for the 2010 data.

3.3 Carbon price and costs of the Kazakh ETS
No studies have so far been undertaken to determine either anticipated carbon price in the scheme
or the level of costs associated with the running of the scheme.

3.4 Schedule of implementation of the scheme
In accordance with Article 324 of the Ecological Code, the Kazakh ETS started operating on 1 January
2013. The duration of the pilot phase and allocation procedure is specified in the NAP, which has
been approved in mid December 2012, and which states that the pilot phase will have a duration of
one year (2013).
The duration of the second trade period is still to be officially determined, but according to MEP
officials will most likely cover the years 2014 to 2020. A proposal is currently under consideration to
divide the second trade period into an ETS phase II (2014-2015) and ETS phase III (2016-2020) to
allow further fine tuning of the scheme.

4 Technical framework for the ETS
4.1 Allocation approaches and actual allocation of allowances to
installations
The government decree on approval of the NAP is the primary document specifying the allocation
approach. During the pilot phase, the allocation will be equal to 100% of the non-verified emissions
reported by companies for the reference year, namely 2010. The concept for determining the
allocation for the second trade period is still under development, but the approach which will
eventually be adopted is to be largely based on the benchmarking approach adopted by the EU for
allocating emission allowances from 2013 onwards. The Kazakh approach, however, is unlikely to be
a direct application of the EU approach and benchmark figures, as it will aim to reflect the fact that
the production/energy efficiency of most Kazakh installations is not yet on par with their European
counterparts.

4.2 International and domestic offset schemes
In addition to setting the basis for development and implementation of the Kazakh ETS, the
Ecological Code also allows for implementation of offset projects in Kazakhstan under the existing
international offset mechanisms, namely JI and CDM, in addition to a domestic mechanism to reduce
emissions and a mechanism of environmental (green) investments.
The government decree No. 841 ("On approval of the Rules for consideration, approval and
implementation of offset projects") defines the legislation related to the review, approval and
implementation of domestic offset projects within Kazakhstan. The decree specifies which types of
projects are eligible to be approved as national offset projects. The decree specifies a priority list of
offset projects that can be implemented in Kazakhstan, which are in the following sectors of the
economy:
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1) Mining and metallurgy (utilization of mine methane)
2) Agriculture
3) Housing and communal services
4) Forestry
5) Prevention of land degradation
6) Renewables
7) Processing of municipal and industrial waste
8) Transport
9) Energy-efficient construction
This list of sectors does not exclude domestic offset projects being implemented in other sectors, but
indicates the preferred sectors for implementation of domestic offset projects. In the case of a
project which is included in the list of priority project types provided above, the project developer
simply needs to provide the relevant project documentation and monitoring plan. For projects which
are not undertaken in one of the above listed sectors, review and preliminary approval of the project
idea note by the MEP is required before the project owner can proceed with submission of the
project documentation and a monitoring plan. Unlike the ETS, which at present only considers CO2,
projects which reduce emissions of any GHG can be implemented as domestic offset projects. So, for
example, leak reduction projects in natural gas distribution systems could, in theory, be
implemented under the domestic offset scheme, even if this project type does not appear in any of
the sectors listed above and involves reduction of a GHG other than CO2. In order to prevent double
counting, the legislation also clearly states that “project mechanisms cannot be carried out on
installations or production objects that fall under greenhouse gas emission allocation requirements
established by the National Allocation Plan”. This implies that domestic offset projects cannot be
implemented at installations that are covered by the NAP.
The crediting period for all domestic offset projects approved by the MEP before 31 December 2015
lasts until 31 December 2020. For projects approved after 31 December 2015, the crediting period
will be determined according to the NAP for the corresponding period.
At this time, there is no regulation pertaining to any limits on the amount of carbon units from
domestic offset which can be used by an operator. In other words, as the regulation currently
stands, theoretically a company could use 100% of domestic offset units for compliance. With
respect to CERs and ERUs, their use for compliance is not envisaged, so only units generated from
domestic offset projects may be used for compliance.

4.3 Further technical decisions regarding the design of the ETS
At the current time the Kazakh ETS is designed for free allocation of allowances, and no provisions
have been made to introduce allowances through auctioning. Auctioning may, however, be
introduced in the future.

4.4 Set-up of the MRV system
The MRV system is currently under development based on the EU procedures and templates, and
the Kazakh MRV system is expected to be a close copy of its EU counterpart. All the monitoring
12

elements integral to the EU system, such as the use of tiers and uncertainty thresholds,
categorization of installations and source streams and the use of calculation based and
measurement based approaches to monitoring of emissions, are expected to be included in the
Kazakh ETS approach to MRV. The template for the Monitoring Plan and detailed guidelines for
monitoring and reporting are under development. According to the latest legislation drafts,
monitoring plans were to be submitted by 1 February 20135.
Although the 2010 emission data submitted by each operator and used as the basis for the pilot
phase has not been verified, monitoring reports to be submitted for 2013, which will serve as the
reference year for the second trade period, are to be verified by a third party. Three companies are
currently accredited to undertake the verification of emissions reports in Kazakhstan, including
Bureau Veritas and Lloyd’s Register. The general requirements for the accreditation of verifiers are
set by the Government decree No. 895 dated 30 June 2012.

4.5 Set-up of the allowance registry and trade in allowance units
The work on developing the software for the allowance registry is currently in the planning stage,
but as the pilot phase has begun, the registry is planned to operate in a “non- automated mode”
during 2013, which means that the first Monitoring Plans, emission reports and all transaction
documents will be accepted as hard (paper) copies.
According to Ministerial order No.151-Ө “On approval of the rules for trading in allowances and
other offset units”6 allowance units can be allocated for free or by auction, as indicated in the NAP
for the specified trade period. During the pilot phase (2013) allowances have been allocated for free,
whereas the form of allocation for the second trade period has not yet been specified given that the
NAP for that period is still to be determined. The auction of allowances is to be organized by the
subsidiary body (KazSRIEC) of the Competent Authority (MEP) within 2 months of the Competent
Authority receiving 10 or more applications from operators of new and expanding installations.
According to the Ministerial order No.151-Ө, the trade in allowance units and in domestic offsets can
be organized by an “electronic trade system”. A commodities exchange will be used for trading after
the exchange has signed an agreement with the state Registry which specifies the regulations
governing the trades. Auctions should be initiated by the Subsidiary body of the Competent
Authority submitting an application to the commodities exchange.
The potential participants in the auction of allowance units should meet the following criteria:
1. To be operator of a new or expanding installation covered by the Kazakh ETS
2. To have an account in the “State Registry of Carbon Units of Kazakhstan” or represent
interests by a client having such an account.
At the date of publication of this report, the relevant commodities exchange has not been identified.
The main requirement for choosing the platform will be its compatibility with the Registry. As all
allowances for the pilot phase are allocated for free and as these allowances will be cancelled at the
end of this phase, no trading is planned during the pilot phase.

5
6

As this may be a challenging task, the deadline and the requirements are subject to review.
No.151-Ө “On approval of the Rules for trading in allowances and other offset units” dated 11 May 2012
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5 The institutional and legal framework for the ETS
5.1 Definition of market participants and legal nature of carbon trading
units
According to Article 94-7 of the Ecological Code, market participants include juridical persons
involved in implementation of domestic offset projects as well as participants in the carbon trading
platform. The same Article of the Ecological Code defines carbon trading units as having the same
legal nature as commercial goods. As specified in the Ecological Code the trade in carbon units will
be carried out through the commodities market.

5.2 Institutional framework
5.2.1

Roles and responsibilities of the institutions and stakeholders

The two main Kazakh institutions involved in the design and coordination of the country’s ETS are
the MEP and KazSRIEC.
There are potentially other institutions, such as the Center for Energy research at Nazarbayev
University (the Center), the Kazakh Institute of Oil and Gas and the Economic Research Institute
under the Ministry of Economic Development and Trade that could provide technical and analytical
support during design and implementation of the “Green growth” strategy, although currently there
is no clear indication of any formal cooperation between these different institutions. A summary of
the nature, roles and responsibilities of each of these institutions is provided below.
The Ministry of Environment Protection (MEP)
The main body responsible for coordinating the implementation of the Kazakh ETS is the MEP.
According to the Strategic Plan of the MEP for 2011-2015, as approved by the Government, the MEP
will work on the following issues concerning the Kazakh ETS:
 Collection of passport data in order to allow participation in the trading of allowances
 Establishment of the State registry of carbon trading units
 Improvement of a methodology for GHG emissions inventory by sources
 Improvement of elements and mechanisms of the ETS
 Supporting projects on GHG emissions reduction and sequestration
In order to meet the emissions reduction targets which have been set, the MEP needs to improve
the national system for monitoring and reporting on GHG emissions and the national register of
carbon units, and review and amend the existing legislation related to the Kazakh ETS to ensure
compatibility with other emission trading schemes, in particular with the EU ETS. Also, the MEP will
be the authority responsible for issuing the allocation certificates/permits to operate under the Law
“On Amendments”.
Within the MEP, the newly formed “Low Carbon Development Department” (formerly the “Kyoto
Protocol Department”) is in charge of ensuring that the MEP can deliver on its responsibilities with
respect to the Kazakh ETS.
Kazakh Research Scientific Institute on Ecology and Climate (KazSRIEC)
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As of the beginning of 2013, KazSRIEC is a working body of the MEP responsible for drafting the
secondary legislation, modeling the allocation procedure and the collection and compilation of
emissions data from operators. Previously a state owned agency, KazSRIEC is in the process of
restructuring into a joint-stock company. In addition to its responsibilities vis-à-vis the Kazakh ETS,
KazSRIEC is also to be responsible for the countries waste management issues.
Center for Energy research at Nazarbayev University (the Center)
The Center is expected to play an important role in energy research in Kazakhstan, although as yet
there is no clear link between the Centre’s work and the activities of the MEP on the Kazakh ETS. The
research agenda of the Centre focuses on issues related to the energy sector and its impact on
environment and climate, namely:
 Modeling the country's energy balance
 Global environmental and economic modeling
 Greenhouse gas sequestration
 Kazakhstan’s model of energy system development, which will provide a quantitative
assessment of the impacts of various scenarios for energy and environmental policies
Economic Research Institute
The Economic Research Institute under the Ministry of Economic Development and Trade carries out
work on economic modeling, but no cooperation on Kazakh ETS development with any other
relevant agency is currently ongoing.

5.3 Legal basis for MRV
A number of secondary regulation drafts, including 17 Government decrees and 14 Ministerial
orders, regulate the Kazakh ETS and the domestic offset scheme. All except one of these have been
adopted and are described in more detail in annex I. The Ministerial order entitled “On approval of
the methodology for calculation of emissions, reduction of GHG emissions and its absorption” is yet
to be adopted into law (reference M9 in annex I). It should be noted that following a recent review
of the existing legislation by the Kazakh ETS working group which uncovered flaws in the new
secondary legislation, a special legal subgroup at the MEP was created in order to prepare a package
of proposals for relevant amendments to the secondary legislation. At the time of publication of this
report, these amendments have been drafted and are being reviewed by the relevant authorities,
but have not yet been adopted into law.
Three government decrees and six ministerial orders regulate the MRV system (Table 1). All the
MRV-related secondary legislation drafts have been approved, legalized and officially published on
the MEP webpage. Technical supporting documents such as monitoring plan templates and
applicable calculation-based or measurement-based methodologies are currently being developed.

Table 1: Summary of government decrees and ministerial orders related to MRV

№

Title of the document
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Status

Government Decrees
G2

On approval of the Rules for monitoring/control No. 840 dated 26 June 2012
of the GHG inventory

G 15

On approval of the Rules for maintaining the No. 943 dated 17 July 2012
state registry of GHG emissions sources

G 16

On approval of the Rules for accreditation of No. 895 dated 30 June 2012
independent organizations providing verification
and validation
Documents adopted by the Ministerial orders

M4

On approval of the Rules for trading in GHG No. 151-Ө dated 11 May 2012
emissions and carbon units

M5

On approval of the Rules for monitoring, No. 157-Ө dated 14 May 2012
accounting and reporting of carbon credits

M6

On approval of a passport form (for installations)

M8

On approval of Rules for standardizing a No. 144-Ө dated 10 May 2012
measuring and accounting of GHG emissions

M13

On approval of the methods for creating a No. 143-Ө dated 10 May 2012
monitoring plan for allocation of GHG emissions
allowances

M14

On approval of a method and criteria for No. 149-Ө dated 10 May 2012
reporting on a GHG inventory

No. 146-Ө dated 10 May 2012

5.4 Linking with the EU ETS
No analysis on the economic effects of linking has been carried out, but the experiences from the EU
ETS have been taken into account while designing the Kazakh ETS. According to the Ministerial order
“On approval of the Rules for joint recognition of carbon credits and other units under the
International agreements of the RK (№153)”, the MEP should investigate existing emissions trading
schemes and consider linking options one year prior to the end of the pilot phase, i.e. by 1 January
2013. Also, several workshops on Japan's Voluntary Emissions Trading Regime (JVER) were organized
by Japanese counterparts in 2011. There are no measures taken in order to avoid double counting of
the emissions reductions in case of linking to the EU ETS or the JVER. The unofficial intention of the
relevant executive bodies within Kazakhstan is to start consultation concerning linking with the EU
ETS during 2013.

5.5 Relevant technical assistance activities
A total of 17 completed, on-going and planned technical assistance programmes have been
identified which have recently been implemented in Kazakhstan, and which either focus specifically
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on building capacity related to the design and implementation of the Kazakh ETS or are in some way
connected to GHG emission reduction.

6 The pilot phase
The pilot phase of the Kazakh ETS is supposed to have a duration of one year, starting from 1 January
2013. The objectives of the pilot phase are stated as being:
1. Establishing trade infrastructure: national registry, methodological basis, monitoring system,
verification and reporting for operators, accreditation of verifiers, infrastructure of
secondary market etc.
2. Clarifying/amending legislation
3. Launching consultation in regard to linking with the EU ETS
The NAP for 2013 was approved in December 2012, according to which only CO2 is to be included in
the pilot phase of the Kazakh ETS. Only the three following sectors are to be covered:




Power
Production of coal, oil and gas
Industry7

When compared to the list of sectors to be covered during the second trade period, the sectors
which have been omitted during the pilot phase are agriculture and transport.
Allowances during the pilot phase are allocated based on historical data, at 100% of 2010 levels of
emissions (i.e. inventory of 2010*1.00), collected from non-verified inventory passports submitted
by operators. The reference year of 2010 was chosen because data on emissions was more
accessible for that period. The total budget of the scheme is equal to the amount of allowances plus
a reserve for new installations. The allocation of allowances per sector, as given in the draft NAP, is
presented in Table 2.

Table 2: Allocation of allowances and the amount of companies per sector for 2013

Sector

8

Number of
companies

Total emissions, tons
of CO2 in 2010

Allowances in 2013

Power

55

84,002,771.97

84,002,773

Production of coal, oil & gas

69

19,773,943.61

19,773,944

Industry

54

43,413,375.40

43,413,375

Total

178

147,190,090.98

147,190,092

7

There is some discrepancy as to the definition of Industry between relevant National Agencies and the MEP.
According to the Statistics Agency of the Republic of Kazakhstan, "Mining and quarrying", "Manufacturing",
"Power supply, gas, steam and air conditioning", "Water supply, sewerage and waste management" belong to
the "industry" sector. MEP also considers the "chemical industry" to be part of "industry" sector.
8
The NAP has not been approved and the amount of allowances may be amended at a later stage
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As is illustrated in Table 2, there are 178 operators that will participate in the Kazakh ETS during
2013, as these have GHG emissions exceeding the 20,000 tCO2/yr threshold. According to the draft
NAP, the total volume of allowances during the pilot phase is equal to 147,190,092 tonnes of CO2.
Additionally, the reserve of allowances equal to 20,633,6359 units is available for new installations.
While officially any operator which fails to surrender sufficient allowances to meet its cap will be
liable to a fine of 10 MCI (Monthly Calculation Index) for each tonne of CO2 in excess (currently
equivalent to approximately USD 11010), in reality it is unclear (but considered unlikely) that the
payment of such fines will be enforced during the pilot phase. Penalties for exceeding an operators’
cap may be frozen for 2013, although no official resolution on this issue has yet been made. It is
intended that administrative fines, for example for deficiencies or delays in reporting of emissions,
will be enforced in the second trade period commencing in 2014, although this requires
amendments to the “Code on Administrative Violations”.
Any operator which does not surrender sufficient allowances to meet its cap during the pilot phase
will be allocated an accordingly reduced volume of free allowances during the second trade period.
In order to avoid over-allocation, allowances for 2013 cannot be transferred to the following periods
(i.e. allowances for 2013 will be cancelled).

7

“Market readiness” assessment

The following summary provides an assessment of the “market readiness” of the Kazakh ETS based
on the status of the proposed scheme as presented above and following the steps outlined in the
logical framework. The carbon market readiness has been assessed under the following headings:


Policy/political readiness



Technical readiness



Institutional/legal readiness

A score of low, medium or high has been assigned to each element of the logical framework, with a
score of “low” indicating that the specific element has not been assessed or considered during the
design of the Kazakh ETS, and may therefore pose a significant risk to the successful implementation
of the scheme. A “high” score indicates that this element has been assessed satisfactorily and is
clearly established in the design of the scheme. A score of “medium” would indicate that although
this element has been assessed in the design of the scheme, challenges and barriers are foreseen
with respect to this element which may pose a risk to the successful implementation of the scheme,
or may delay implementation compared to the stated schedule.

7.1 Policy/political readiness
Overall environmental goal of the scheme (setting of the cap): According to the NAP for 2013 the
volume of allocations by sector and operator have been determined, at least for the pilot phase. A
process for collecting more accurate, and verified, data for the second trade period has been
9

The amount of allocation as well as the reserve is subject to amendment and some changes in the
aforementioned values might be made during the approval process of the draft NAP
10
The fines are equal to 10 multiplied by the monthly calculation index (MCI) that is subject to annual
approval. One MCI in 2013 is equal to 1731 KZT, according to the Law № 54-V dated 23 November 2012 “On
Republic budget for 2013-2015”
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outlined. Determination of the NAP for the second trade period is expected to be challenging with
respect to resources available in the relevant institutions.
Market readiness: Medium
Scope and coverage of the scheme: The sectors and gases to be covered have been clearly identified
for the pilot phase. There are still, however, discussions on whether methane should be covered by
the system at a later stage.
Market readiness: Medium/High
Anticipated carbon price in the scheme: No studies have been identified related to determination of
the carbon price in the scheme, as confirmed by the relevant government agencies.
Market readiness: Low
Level of costs associated with the running of the scheme: No studies have been undertaken to
determine the level of costs associated with the running of the scheme, as confirmed by the relevant
government agencies.
Market readiness: Low
Guiding market principles: Some guiding market principles have been defined, but these may not be
as developed as, for example, those of the EU ETS.
Market readiness: Medium
Pre-requisites for introduction of the carbon market: No specific pre-requisites have been identified
for introduction of the carbon market, and this issue is therefore not considered to be a barrier to
market implementation.
Market readiness: High
Schedule of implementation of the scheme: Clear schedules have been determined for both the
pilot phase and the second trade period, and the former started on 1 January 2013 as planned.
Given the known challenges in implementing an ETS and the resources available to the relevant
agencies there is, however, a risk that the duration of the pilot phase may not be sufficient to
resolve all issues related to implementation of the second trade period. This risk may be successfully
managed if the second trade period is divided into a phase II and a phase III of the scheme, as is
currently being discussed.
Market readiness: Medium

7.2 Technical readiness
Collection of the initial entity-level or installation-level data: Data for the pilot phase has been
collected, and a procedure is in place for collection of data for the second trade period. There may
be, however, significant risks in ensuring that installation-level data is properly collected in time for
the launch of the second trade period.
Market readiness: Low/Medium
Determination of allocation approaches and actual allocation of allowances to installations:
Allocation approaches for the pilot phase and the second trade period differ as there is
acknowledgement that verified monitoring reports are required in order to ensure reliability and
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transparency of emissions data. The allocation approach is still to be fully developed and adopted,
but the current proposal is country specific and may be an issue when contemplating linking with
other systems.
Market readiness: Low/Medium
Further technical decisions regarding design: A number of significant decisions are to be made on
some important aspects of the Kazakh ETS, in particular with respect to the second trade period.
Examples of these include whether auctioning of allowances is to be introduced and whether
greenhouse gases other than CO2 are to be covered by the scheme.
Market readiness: Medium
Set-up of the MRV system: The MRV system is to be based on the EU ETS procedures, and in that
respect should be expected to be transparent, reliable and accurate, and particularly appropriate for
the long term aim of linking the Kazakh ETS to the EU ETS. However, challenges may be faced in
adopting the EU ETS procedures directly to the Kazakh situation, and in doing so within the relatively
strict timelines with limited resources.
Market readiness: Medium
Set-up of the allowance registry: Work is ongoing with respect to setting up the registry, and this is
an area where risks of delay may be significant.
Market readiness: Low/Medium
Design of the market oversight system: Although the basics of the oversight system are known, this
is an area where significantly more work is thought to be required.
Market readiness: Low

7.3 Institutional/legal readiness
Definition of market participants: Market participants have been identified in the form of operators
which are covered by the Kazakh ETS.
Market readiness: High
Definition of the legal nature of carbon trading units: Although the legal nature of carbon trading
units has been defined, the implications of this definition (i.e. as goods) may not have been fully
appreciated by the relevant authorities.
Market readiness: Low/Medium
Institutional framework: The relevant stakeholder institutions have been identified and given clear
roles. Although the institutions are considered to have very competent and motivated staff, the
resources available in terms of manpower may not be sufficient to ensure all relevant issues are
properly resolved prior to implementation of the Kazakh ETS.
Market readiness: Medium
Procedures for enforcement and penalties: Administrative penalties and penalties for exceeding the
cap have been identified, although the procedure for enforcement of these penalties needs
development. There has also recently been strong resistance from industry on the issue of penalties,
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and the MEP is considering amendments on the penalty to be levied during the pilot phase,
effectively freezing them during 2013.
Market readiness: Medium
Legal basis for MRV: Sufficient government decrees and ministerial orders are in place to ensure
that MRV is well grounded from a legislative point of view. The legislation itself, however, needs
further development in order to avoid legal problems. Like all legislation related to the Kazakh ETS,
however, discrepancies and deficiencies in the current drafts of the legislative documents have been
acknowledged by the appropriate government agencies and are in the process of being amended.
Market readiness: Medium
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7.4 Annex I. Summary of legislative instruments
Explanatory legend
Competent Authority

Operator
Registry
Registry Administrator
Inventory
Inventory Administrator
NAP
MP

№

Competent authority responsible for environmental protection in
Kazakhstan. At the time of writing of this report, the Competent
Authority was MEP.
Operator of an installation, i.e. a legal entity that has obligations under
the Kazakh ETS.
Database for the registration of GHG emissions and allowances under the
ETS
Operator of the Registry
GHG inventory
Operator of the Inventory
National Allocation Plan
Monitoring Plan

Title of the document

Summary of the content of the document
Government Decrees

G1

G2

On approval of the
National GHG
emissions allocation
plan (NAP)
#1588
Dated 13 December
2012
On approval of the
Rules for monitoring /
control of the GHG
inventory
#840
dated 26 June 2012

The NAP describes the allocation process in Kazakhstan during the
pilot phase. The sectors, gases, companies by sectors and their
allowances are described.

The rules for monitoring and control of the GHG inventory
(Inventory) states that both methane and CO2 emissions should be
monitored. Under the rules, an operator should submit the
passport data per installation with the Monitoring Plan (MP) to the
Competent Authority. The MP is valid during the permits validity
period. The required minimum content of the MP is listed. The
Rules assume two cases when the amendments to the MP are
allowed. Both measurement and calculation based methodologies
are allowed to be used as well as their combination. For
calculation-based methodology, oxidation, conversion and
emissions factors should be used but not specified in the Rules.
Default factors or installation specific factors can be applied if
relevant laboratories are in place. Data on GHG inventory data
(listed in point 17) should be archived during 10 years. GHG
inventory report should be submitted to the Competent authority
annually according to the approved form. Annual GHG inventory
report should be verified by independent third parties from 1
January until 1 April of the year following the reporting year. The
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G3

On approval of the
Rules for
implementing offset
mechanisms
#897
dated 30 June2012

G4

On approval of the list
of GHG that should be
under government
regulation
#655
dated 22 May 2012
On approval of the
Rules for circulation
of allowances, ERUs,
CERs, GHG units and
other derivatives
implied by the
international
agreements signed by
Kazakhstan
#684
dated 25 May 2012
On approval of the
Rules for
consideration,
approval and
implementation of
offset projects
#841
dated 26 June 2012

G5

G6

G7

On approval of the
Rules for reserves of

verified annual report should be submitted by 1 April to the
Competent Authority, who has to approve the document within a
month after its submission based on its completeness and feedback
from the verifier.
The Rules define the procedure to implement offset mechanisms:
1) domestic offset projects;
2) Joint Implementation;
3) Clean Development Mechanism.
The offset mechanism is realised on the basis of Article 94-10 of the
Ecological Code. Joint implementation projects are realised after
passing of procedures by Kazakhstan on definition of the AAUs and
submission of the relevant data in the international registry of
operations. Projects according to the Clean Development
Mechanism (CDM) can be carried out by participants in the
territory of other states. Joint Implementation (JI) projects are
implemented under requirements of the Kyoto Protocol.
Methane and CO2 are those GHGs that are subject to the
Government regulations

The document comes into force from the date of Kazakhstan’s
acquisition of rights for issuing, handling and transfer of assigned
amount units (AAUs), emission reduction units (ERUs), certified
emission reduction units (CERs), absorption units and other
derivative units under the Kyoto Protocol.

Decree includes the procedures of review, approval and
implementation of domestic offset projects. The eligible types of
projects are specified. The Competent Authority determines the
priority list of projects in coordination with the Ministries of the
relevant branches of the economy. The crediting period for all
projects approved by the Competent Authority before December
31, 2015, lasts till December 31, 2020. For projects approved after
December 31, 2015, the crediting period is determined according
to the NAP for the corresponding period.
Designation of the allowances reserve is performed for covering
needs in allowances for the following categories of new and
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allowances and total
cap of GHG emissions
under a NAP
#716
dated 31 May 2012

G8

On approval of the
Rules of allocation of
GHG emission
allowances
#584
dated 7 May 2012

G9

On approval of the
Rules for the ecologic
(green) investments
#1032
dated 8 August 2012

G 10

On approval of the
Rules of changing the
GHG emission
allowances and reregistering the GHG
emissions certificate
#585

expanded installations:
1) Installations, in priority sectors of economy, that started
operation during a NAP commitment period, but are not
considered at the moment of its adoption;
2) Installations that show an increase in GHG emissions
volume due to expansion or increase in capacity during
NAP commitment period.
The Competent Authority is responsible for designation of the
allowances reserve 4 months prior to the validity of a NAP. The
reserve is determined based on the share of the new and expanded
installations in the total GHG quota and the average estimate of the
annual GDP growth for the corresponding period.
In order to get allowances, the companies have to submit an
application including the following documents:
1) report on GHG inventory for the fiscal year;
2) passport of the installation including the MP;
3) program on GHG emissions reduction;
4) action plan for the projects implementation to reduce GHG
emissions.
The application has to include the following data:
1) operator’s name and contact details;
2) sector operator belongs to;
3) amount of requested allowances;
4) requested period for allowances’ validity;
5) description of the source for GHG emissions allowance
(reserve or general allocation based on NAP).
Verification of a GHG emissions report is not required for 2010
data. The Competent Authority determines the annual delivery of
allowances to operators of installations that are included in NAP,
before March 15 of each reporting year.
Defines the rules for approvals of green investment projects.
Proposals on green investment projects should be based on
preliminary research done by the Competent Authority and an
indication of the allocation of AAUs that will be generated by a
potential project. Agreement on AAUs transfer for a project has to
be in accordance with existing legislation of Kazakhstan. A list of
required information for project approval is described.
Revision of the ETS cap resulting in an increase of GHG emissions is
to be considered in accordance with changes that are made 6
months prior to the approval of the NAP.
The increase of output that is not connected to changes in capacity
of an installation and/or introduction of new sources cannot be
considered a basis for revision of a cap for GHG emissions.
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G 11

G 12

G 13

G 14

dated 7 May 2012
On approval of the
Rules for GHG
emissions allowance
allocation
#586
dated 7 May 2012

On approval of the list
of priority sectors of a
GHG emission reserve
#685
dated 25May 2012
On approval of the
Rules for participating
in (international)
offset projects
#594
dated 8 May 2012
On approval of the
Rules to control
completeness,
transparency and
reliability of the state
GHG emissions
inventory
# 798
dated 18 June 2012

Allowances for GHG emissions are distributed according to the
NAP. Distribution of allowances among the installations included in
the NAP will cover the entire period of its validity. Allowances for
existing plants include the volume of GHG emissions for the
previous years. The volume of GHG emissions for the first reporting
period will be determined according to the baseline from the
previous year on which GHG emissions inventory reports are
provided. For subsequent periods the baseline is determined on
the average of available data over the last 2 years, confirmed by an
independent accredited organisation. Allowances for new
installations in priority sectors will come from the reserve as
designated in the NAP.
The NAP is to be approved no later than 1 December of the year
preceding the period of its validity.
Defines a list of seven sectors that enjoy preference for allocation
of allowances from the volume reserve.

Participation in flexible mechanisms (CDM, JI and international
offset projects) will be possible if Kazakhstan is eligible under the
relevant international agreements.

Sets a procedure and standards for completeness, transparency
and reliability of the state GHG emissions inventory.
Completeness is ensured based on the following criteria:
1) inventory includes data for all years from the base year to
the reporting year;
2) inventory covers all major sources;
3) absence of data should be documented.
Reliability is assessed on the basis of the following criteria:
1) comparability of GHG inventory data with the estimates
made by third parties;
2) comparability of inventory data with those obtained by
other methodologies;
3) comparability of inventory data with data from other
countries.
Transparency is measured based on the following criteria:
1) availability of methods used for the state inventory;
2) availability of inventory methodologies used;
3) open data of the state inventory.
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G 15

On approval of the
Rules for maintaining
the Registry on GHG
Emissions Sources
#943
dated 17 July 2012

G 16

On approval of the
Rules for
accreditation of
independent
organisations for
verification and
validation
#895
dated 30 June 2012

G 17

Amending
Government decree
#124, dated 8
February 2008 on

Operation (administration) of the Registry comprises of the
following activities:
1) collection of information on GHG emission sources;
2) analysis, processing, settlement of accounts;
3) quality control;
4) confirmation
of
compliance
with
international
requirements
The Competent Authority determines a list of state agencies that
shall provide the necessary data. The Registry will be managed by
the Competent Authority.
Quality control should be carried out by external experts of
government agencies and by independent experts.
For accreditation of organisations for verification and validation
(verifiers), the following documents are required:
1) the application form;
2) the charter, certificates on the state registration, etc.;
3) documentation on international recognition of the
organisation’s qualification, or, documentation on at least
two employees with relevant experience.
4) list of staff members responsible for the verification and
validation.
Accreditation of verifiers for offset projects is required within the
following sectors:
 mining and metallurgical (utilization of mine methane);
 agriculture;
 housing and communal services;
 forestry and landscaping;
 prevention of land degradation;
 renewables;
 processing of municipal and industrial wastes;
 transport;
 energy-efficient construction.
Accreditation of verifiers for GHG inventory reports is required
within the following sectors:
 oil and gas sector;
 energy;
 mining and metallurgy;
 chemical industry;
 agriculture;
 transport.
Provides a list of ozone-depleting substances and rules for
accounting for the emissions in Kazakhstan. The following ozonedepleting substances have to be reported:
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approval of the Rules
for State accounting
of GHG emissions
sources and
consumption of the
ozone depleting
substances
#714
dated 31 may 2012

1) production of ozone-depleting substances in accordance
with the list of ozone-depleting substances listed in Annex
1 to this Regulation;
2) import / export of ozone-depleting substances;
3) import / export of equipment and products containing
ozone-depleting substances.
Operators that emit ozone-depleting substances have to report the
volume of annual emissions to the Competent Authority not later
than 30 June of the year following the reporting. The template for
this report has to be in compliance with Appendix 2 to this
Regulation.
The Competent Authority stores data on annual consumption of
ozone-depleting substances in a state operated public registry for
ozone-depleting substances.

M1

M2

Documents approved by the Ministerial orders
On approval of the
Unit conversion of units from domestic offset projects is done by the
Rules for converting
Registry Administrator.
units from domestic The Registry Administrator will refuse to convert units in the
offset projects into
following cases:
allowances
 in absence of the required amount of units in the
№ 148-Ө
account of the applicant; or,
dated 10 May 12
 in absence of allowances in reserve of the NAP quota for
the corresponding period.
The unit-conversion-ratio is one allowance for one unit of domestic
offset projects.
Units of domestic offset projects, converted in allowances, cannot
be used for the next period defined by the NAP.
Converted units are not subject to the quantitative limitations set by
NAP for the corresponding period which restricts the use of
domestic offset project units for the purpose of repayment of
allowances by the operator.
On approval of the
Domestic offset projects require participants to develop/undertake
Rules for developing the following:
domestic offset
1) project planning and preparation of the project concept
projects and the list
(design idea);
of economic sectors
2) identification of emission sources or sinks and reservoirs of
where these projects
GHG emissions associated with the project;
can be implemented
3) determination of the project baseline scenario;
№ 156-Ө
4) development of quantitative assessment procedures;
dated 11 May 12
5) preparation of project documentation and MP.
List of industries that are allowed to carry out domestic offset
projects are:
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M3

On approval of the
Rules for joint
recognition of
allowances and
other units under
the international
agreements of
Kazakhstan
№ 153-Ө
dated 11 May 2012

M4

On approval of the
Rules for trading in
allowances and
other offset units
№ 151-Ө
dated 11 May 2012

1) Economic sector:
 transport;
 agriculture and forestry;
 housing and utilities;
 construction;
 production of building materials;
 mining;
 steel industry and production of finished metal
products;
 extraction of fuel and energy resources;
 pulp and paper industry;
 production and distribution of electricity, gas and water;
 waste management and treatment of industrial and
municipal waste.
2) Economic institutions/organisations:
 non-financial corporations;
 organs of the government;
 non-profit organisations serving households.
Procedures and standards of mutual recognition of allowances and
other offset units between states and/or groups of states will be
possible when the following conditions are met:
1) consolidation
of
long-term
national
quantitative
commitments to reduce GHG emissions;
2) creation of a national system for estimation of GHG
emissions;
3) realisation of a State Registry in Kazakhstan;
4) an annual inventory of GHG emissions;
5) introduction of ETS and establishment of procedures for the
implementation of domestic offset projects.
Recognition of allowances in Kazakhstan that are issued abroad
depends on the conclusion of bilateral or multilateral agreements
between Kazakhstan and foreign states. Requirements and
conditions concerning recognition of allowances in Kazakhstan that
are issued abroad will be set by NAP.
Trade in allowances and units from domestic offset projects, is
operated via an electronic trading system, the Commodity Exchange
(CE).
The auction of allowances for the first (phase) period will be
organized by a subsidiary agency or organisation to the Competent
Authority: The subsidiary agency or organisation will use the reserve
of allowances available for new and expanded installations which
have not been included in the current NAP.
Allocation of allowances among operators of the existing
installations will consist of free allowances unless otherwise
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M5

On approval of the
Rules for monitoring,
accounting and
reporting of
allowances
№ 157-Ө
dated14 May 2012

M6

On approval of a
passport form (for
installations)
№ 146-Ө
dated 10 May 2012
On approval of the
reporting form on
GHG emissions
inventory
№ 145-Ө
dated 10 May 2012
On approval of Rules
for standardizing of
measurement and
accounting of GHG
emissions
№ 144-Ө
dated 10 May 2012

M7

M8

M9

On approval of the
methodology for
calculating
emissions, GHG
emissions reduction
and absorption

specified in the NAP for the corresponding period.
The volume of allowances that are subject to the auction for the first
(phase) period cannot exceed 30% off the allowances that are in
reserve according to the NAP. The rest of allowances meant for
auctioning will be distributed equally over the number of scheduled
allowance auctions for the remainder of the NAP.
Internal and external monitoring is mandatory. Accounting is carried
out by the Registry Administrator. Separate accounting of input and
output of allowances that are in circulation is introduced for the
following types of accounts:
1) accounts within the Republic of Kazakhstan;
2) accounts of facility operators that have received allowances;
3) accounts of domestic offset project units;
4) accounts of participants of trade in allowances or domestic
offset project units.
The Registry Administrator reports on a monthly basis to the
Competent Authority. The reports will be made publically available.
Approval of the reporting form for an installation passport.

Approval of the reporting form for a GHG emissions inventory.

Standardization of measurement of GHG emissions is based on:
1) use of approved methodology for measuring GHG emissions
2) development and use of operators’ methodologies for
measuring GHG emissions
Methodology for measurement of GHG emissions has to comply
with the national and international standards.
In case of absence of any type of GHG emissions measurement
methodology, the operator has to justify the need of a new
methodology to the Competent Authority in Metrology or the
operator has to develop its own methodology.
This Ministerial decree is not publicly available
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M10

On approval of the
Rules for the State
Registry on GHG
emission sources
№ 147-Ө
dated 10 May 2012

M11

On approval of the
Rules and criteria for
acknowledgement of
international and
national standards
for implementation
of offset
mechanisms,
inventory,
verification and
validation
№238-ө
dated 7 August 2012

M12

On approval of the
Rules for
consideration and
approval,
accounting,
reporting and
monitoring of the
domestic offset
projects
№ 150-Ө

Rules for establishing and operation of the Registry. The Registry is
administered by a subsidiary agency or organisation of the
Competent Authority (Registry Administrator). The Registry
Administrator is responsible for issuance, storage, transfer,
cancellation of allowances and domestic offset project units.
The Registry Administrator will communicate with other national
registries for the exchange of international accepted credits/units
(AAUs, ERUs, CERs) through an internationally agreed upon system.
Only legal entities are allowed to open an account in the Registry
and can participate in trading of allowances.
Transfer of allowances, including units from domestic offset
projects, is performed by the Registry Administrator at the written
request of the buyer.
Rules and criteria for recognition and definition of national and
international standards used for realisation of offset mechanisms for
GHG emissions and absorption, for a GHG inventory, and for
verification and validation (determination) of offset projects.
The Competent Authority is responsible for verification on
compliance of national and international standards with the criteria
for recognition and admissibility.
Criteria for official recognition in Kazakhstan of national and
international standards used in implementation of projects are:
1) absence of relevant provisions in the legislation of
Kazakhstan;
2) availability of the international practice of application (in
case of international standards);
3) availability of references to the corresponding standards in
international agreements to which Kazakhstan is a party.
Criteria for the admissibility of national and international standards
in Kazakhstan:
1) absence of contradiction with the provisions of law and rules
of Kazakhstan;
2) availability of institutional and technical capacity to
implement them.
Consideration of domestic offset projects requires the following
documents:
1) project concept (project idea);
2) project documentation;
3) monitoring plan;
4) expert conclusion of an independent accredited
organisation.
Consideration and approval of domestic offset projects is carried out
by the Competent Authority. There are two stages for project
consideration.
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dated 11 May 2012

M13

M14

On approval of the
methods for creating
a monitoring plan for
allocation of GHG
emission allowances
№ 143-Ө
dated 10 May 2012
On approval of a
methodology and
criteria for reporting
on a GHG inventory
№ 149-Ө
dated 10 May 2012

The first stage does not require submission of a project concept
(project idea), and an expert assessment by an accredited
organisation.
In the second-stage the project concept (project idea) is required
and will be evaluated. After approval, the project documentation
and a MP will need to be developed.
Small-scale and priority domestic offset projects only require the
first stage.
List of domestic offset projects that are considered a priority:
1) wind energy;
2) solar energy;
3) restoration and construction of small hydroelectric power
stations;
4) biogas;
5) transfer of coal thermal power plants to gas;
6) utilisation of rubbishy methane;
7) transfer of public transport to gas and electricity;
8) utilisation of methane and coke gas of coal mines.
Approval of a project by the Competent Authority is based on:
1) data presented in project documentation and monitoring
plan;
2) the expert conclusion of an independent accredited
organisation.
Methodology to develop a monitoring plan (MP) for operators under
the ETS. The MP will be included in the passport of the installation,
and available to MEP for obtaining information on GHG emissions.

Methodology and criteria for preparation of reports on a GHG
inventory. Operators carry out an annual monitoring inventory of
their GHG emissions and report this to MEP. The format for this
report is approved by MEP and the data is subject to confirmation by
an independent accredited organisation.
In case an operator uses technical measuring devices for their
reporting on inventory data, information on the measuring device
and its reliability and error-levels has to be specified.
The report should specify data on the type of GHG emissions (carbon
dioxide, methane, nitrous oxide and perfluorocarbons), and on the
calculation of the total amount of GHG emissions. In case the data in
the current year is different from data in the baseline year, a
justification is required. The operator reports separately on the
volume of units that result from domestic offset projects. In the case
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of exclusion of allowances from the inventory, the reason of
exclusion should be provided.
The operator carries out a separate assessment for GHG emissions
resulting from burning of biomass or biofuels or from transport.
A report on a GHG inventory requires a quantitative assessment of
the level of uncertainty of data based on activity, coefficients and
calculations of GHG emissions and the absorption rate.
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