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1. This report covers activities of the regional advisory services programe
in the field of energy for the period from August 1997 to August 1999.

Assi stance was provided on the econom ¢ and technical analysis of the energy
situation in economes in transition, on the el aboration of their energy

policies and strategies, and on the technical, institutional and economc
requi renents for restructuring, rehabilitating and noderni zing the energy
i ndustries of economies in transition. In addition, advisory services were

provi ded on the interconnection of electricity and natural gas networks and on
the utilization of new devices and technologies in the energy field, with
particul ar enphasis on environnental |l y-cl ean technol ogi es. For the nopst part,
these activities were supported by extra budgetary resources or by nenber

St ates thensel ves.

2. Information related to projects, programmes initiated and activities
carried out under the progranme are provi ded bel ow
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l. ENERGY EFFI Cl ENCY AND ENERGY SUPPLY

3. The joint UNDP/ILQO ECE Bel arus Government |nternational Project of
Conversion of Mlitary Bases into Zones of Enploynent, Entrepreneurship and
Ener gy Conservation in Belarus was conpleted in January 1998. Two studies:
“General approach to reconstruction of energy infrastructure of forner
mlitary bases in the Republic of Belarus” and "GCeneral approaches to
conversion of energy infrastructure of former mlitary bases in CI'S Countries
usi ng new organi zati onal and financial nechanisns”, were prepared in the
framework of this project. A progranme on the devel opment of Energy Efficiency
Demonstrati on Zones in the Republic of Belarus was worked out and approved by
the State Conmittee on Energy Efficiency and Control. The devel opment of such
zones was supported by the Belarus Governnent in its decision "Conmplex of
urgent neasures on energy efficiency for 1997-1998" where managers for the
Energy Efficiency Zones project were identified and sources of financing

det er m ned.

4, Proj ect proposals for a joint Belarus/Russian Project on obtaining
additional electricity for large industrial gas consum ng enterprises, gas-
processing enterprises, and thermal power plants for the production of
cryogeni ¢ products (nitrogen, oxygen, argon) was formul ated and approved by
the Bel arus authorities. A programre on energy saving neasures, which include:
installation of heat, gas and water neters, heating system i nprovenents, and
repl acenent of inefficient individual boilers, has been el aborated for the
Energy Efficiency Denonstration Zone “M nsk”

5. The project on “Sustainable forestry managenent and reducti on of adverse
envi ronnent inpacts by using wood and wood residue resources for production of
heat power in the Republic of Belarus” is currently being inplenented with
financi al resources provided by the United Nati ons Devel opnent Programre
(UNDP). Assistance was provided to inplenment the first phase of the project
“l mprovenent of energy efficiency in the public sector (schools and hospitals)
of the Republic of Belarus”. The project is being financed by the Wrld Bank

6. Phase 1 of the project “Devel opment of financing nmechani sns for Norwegi an
i nvol venment in energy efficiency projects in the Russian Federation” was

i mpl enented together with experts fromthe Norwegian Institute for Energy
Technol ogy. A report on this initiative and plans for Phase 2 were submtted
to the Royal Norwegian Mnistry of Foreign Affairs and approved by it. The

M ni stry provided the financial resources for inplenentation of Phase 1

7. Proposal s for project preparation funding through the Project Preparation
and Devel opnment Facility were worked out together w th Ukrainian experts for
t he project “Renmpving organizational, institutional and |egislative barriers

for the realization of energy efficiency projects within the framework of the
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Energy Efficiency Denpbnstration Zone “Uzhnaya” (Ukraine) for the reduction of
CO, em ssions”. A concept for the Energy Efficiency Denmonstrati on Zone in the
city of Pervomaysk was el aborated, approved by the Mayor of the city and
presented to the State Committee of Ukraine for Energy Conservation. The
first phase of the project “Energy Efficiency Denonstration Zone in the City
of Ni kol aev (Ukraine)” was conpleted. A report on this project was prepared
together with experts fromthe conpany “PLASMOTEXNI CA” and was submitted to
the Ukrainian authorities.

8. The second phase of the project “State of the Art of Cooling Househol d
Appl i ances Standards” (SACHA I1) has been started in Bel arus and Ukrai ne.

9. At its ninth session in May 1998, the Steering Committee of the Energy
Ef fici ency 2000 Project requested the ECE Executive Secretary to address a
proposal to the United Nations Fund for International Partnerships (UNFIP) for
capacity building, energy efficiency investnent project devel opment and
related policy reforms in east European ECE nenber States to support the
Project's participation in inplenentation of the United Nations Franework
Convention on Cimte Change (UNFCCC) and the Kyoto Protoco

( ENERGY/ WP. 4/ 1998/ 2) .

10. In fulfilling this request, the Regional Adviser assisted in the
preparatory phase for the “Energy Efficiency Investnment Project Devel opnent
for Cimate Change Mtigation” initiative approved by the UNFIP Advi sory Board
in Decenmber 1998 and awarded up to $2 mllion by the Board of Directors of the
United Nations Foundation Inc. in January 1999. During the preparatory phase,

t he Regi onal Adviser held consultations with national del egations on the

i dentification, docunentation and devel opnent of energy efficiency
denonstration zones in four of the five countries participating in the
project, Belarus, Russian Federation, Kazakhstan and Ukraine and provi ded

advi sory services on project inplementation nodalities to experts fromthese
econom es in transition

. COOPERATI ON W TH SUBREG ONAL ORGANI ZATI ONS

Central Europe lnitiative (CEl)

11. Two project proposals for CElI/ECE cooperation in sustainabl e energy
devel opnent have been prepared and sent to the CEl secretariat for its

consi deration: Energy efficiency and environmental security in Centra

Eur opean Countries; and Analysis of the energy situation in central European
countries and energy security of the region
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Commpnweal th of | ndependent States (CIS)

12. A project “Energy efficiency and security in CI'S countries” was

formul ated and prepared. Two meetings of the group of CI'S experts, appointed
by Governnents and responsi ble for inplenentation of this project, were

organi sed with the secretariat of the CIS Interstate Econom ¢ Conmttee of the
Econom ¢ Uni on (Mbdscow, September 1998 and April 1999). Two neetings of the
Ad Hoc Project G oup, responsible for the contents, drafting and editing of
the study, were held in Mdscow (March 1999 and June 1999). A first version of
the study will be presented to the ninth session of the Conmittee on
Sust ai nabl e Energy.

Bl ack Sea Econom c Cooperation (BSEC)

13. A review of the devel opment of Energy Efficiency Denonstration Zones in
BSEC countries and financial mechanisns to be el aborated for carrying them out
was prepared and proposed to the BSEC secretariat as basic information
material for a proposed workshop to be organized jointly by the ECE and BSEC
secretariats.

I, SUBREG ONAL PROGRAMVES

Sout heast FEuropean Cooperative Initiative (SECI)

14. This initiative is designed to encourage econom ¢ and environment a
cooperation and trade anmong the ECE nmenber States of Southeast Europe through
ni ne operational projects, including three in the energy sector. The Regi ona
Advi ser on Energy is coordinator for two of them *“Interconnection of natura
gas networks, diversification of gas supply and inprovement of security of
supply i n Southeast Europe” and “Energy efficiency denonstrati on zones network
i n sout heast Europe”.

15. The third Project Goup nmeeting for the project on Interconnection of
natural gas networks was held in Sarajevo (Bosnia and Herzegovina) in My
1998. Reconmendations for the inplenmentation of the second phase of the

proj ect, prepared and adopted by the Ad Hoc Project Group, were reported to
the SECI Agenda Committee held in June 1998. The third Project G oup neeting
on the energy efficiency project (Maribor (Slovenia), June 1998) reached
agreenent on setting up a task force to consider a nunber of different
barriers to financing energy efficiency projects in Southeast Europe.

16. The results of the work done in different Energy Efficiency Denpnstration
Zones of the SECI countries were discussed at the fourth Group neeting on
energy efficiency (Thessal oni ka (Greece), February 1999). The Project

Coordi nator provided a sumary of the ECE publication “Barriers to Financing
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Energy Efficiency Projects in Central and Eastern Europe” prepared by KPMG
Peat Marwi ck and the secretariat of the Energy Efficiency 2000 Project, with
the financial support of the United States Government. The Project G oup
decided to prepare a review of institutional barriers to inplenenting energy
efficiency projects in SECI countries and to discuss the matter at the next
Project Group neeting to be held in Budapest (Hungary) in autum 1999

Special Progranme for Econom es of Central Asia (SPECA)

17. The aim of the Programme is to contribute to national institution
strengt hening, to discuss Central Asian devel opment issues, to foster
cooperation between the countries of the subregion and, in particular, to
further integrate theminto the econonies of Europe and Asia. The Regi ona

Advi ser on Energy is the coordinator for the project “Rational and Efficient
Use of Energy and Water Resources of Central Asia” for which Kyrgyzstan is the
| ead country.

18. At its first neeting (Bishkek (Kyrgyzstan), Novenber 1998) the Project
Wor ki ng Group (PWG Energo) decided that it should initially limt its work to
three or four priority areas. Two nmjor areas were considered fundamental:
(1) the conpilation, assessment and optim zation of the current and forecast
bal ances of fuel and energy resources for the region; and (2) the evaluation
and equitabl e use of transboundary water resources. It was agreed that the
programe of work should include the following priority issues: basic
principles of interstate water sharing; draft concept of cooperation in the
area of the devel opment of fuel and energy resources; and a regi onal programre
for cooperation in the devel opnent and rational utilization of energy and

wat er resources.

19. At its second session (Bishkek, July 1999) the Group decided, inter alia
to work out and submit for consideration to the Heads of States of Centra
Asia a draft concept of cooperation for joint utilization of water and fue

and energy resources of the region on the basis of forecasts for water and
energy resources, including alternative scenarios, and to pronote further
cooperation anmong the national operating energy entities of the states of
Central Asia (for example the establishment of a conmon market for electric
power). The next session of PWG Energo is planned to take place in Bishkek in
November 1999.

V. ACTI VI TI ES | N GEOGRAPHI CAL AREAS

Baltic countries

20. A seminar “Energy Efficiency in the Baltic Sea Region”, organized
together with the Latvian Institute of Physical Energetics at the
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International Trade Fair “Energy - 99” (Riga (Latvia), May 1999) focussed on
the transfer of practical know edge and the exchange of information and
experience. A report on the devel opnent of energy efficiency projects within
the Energy Efficiency 2000 Project was presented to the sem nar
Recommendati ons to enhance cooperati on on energy efficient technol ogi es and
energy demand managenent services between countries in the region were

el abor at ed.

V. AD HOC REQUESTS BY A SI NGLE COUNTRY ON SPECI FI C TOPI CS

Wor kshops

21. A Workshop on "Energy saving in the urban econony” was held in M nsk
(Bel arus) in Septenber 1997 and a report on future activities within the
framewor k of the Energy Efficiency 2000 Project during its third phase of
operation was provided.

22. A Wor kshop on “Conservation of energy and resources” was held in M nsk
(Bel arus) in Novenber 1998. A report was presented on the inplenentation of
the joint UNDP/ ECE project “Sustainable forestry management and reduction of
adverse environment inmpacts by using wood and wood residue resources for
producti on of heat power in the Republic of Belarus”.

23. A Seminar on “Legal, regulatory and financing facilities for energy

savi ng” (Moscow, March 1999) was organi zed together with the Russian Mnistry
of Fuel and Energy at the International Exhibition “Energy Saving '99”. A
report on new financial mechanisnms, el aborated within the Energy Efficiency
2000 Project for financing energy efficient projects in CIS countries, was
delivered at the sem nar. A reconmendati on was approved to enhance efforts to
use these mechani snms during inplementation of the new ECE project “Energy
efficiency investnent project devel opnent for climte change mitigation and
sust ai nabl e energy systens”.

24. The programme, provisional time-schedule and resource requirenents of the
ECE/ OECD Wor kshop “Enhanci ng the environnent by reform ng energy pricing”, to
be held in Pruhonice (Czech Republic) in June 2000, were discussed at a
preparatory meeting in Prague (Czech Republic) in April 1999.

25. Wthin the framework of the project “Sustainable forestry management and
reducti on of adverse environnent inpacts by using wood and wood residue
resources for production of heat power in the Republic of Belarus” a Wrkshop
on “Rational utilization of wood residue resources for heat power production
in the Republic of Belarus” was held in Mnsk (Belarus) in June 1999.
Recommendati ons on wide utilization of wood residue resources and ot her
renewabl e energy sources were approved at the Workshop
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Advi sory m ssions

26. At the request of Governnments and to inplenent a nunber of projects, the
Regi onal Advi ser on Energy <carried out missions to the follow ng countries:
Bel arus, Bosnia and Herzegovi na, Bulgaria, Czech Republic, Georgia, G eece,
Hungary, ltaly, Kazakhstan, Kyrgyzstan, Latvia, Russian Federation, Slovenia
and Ukraine. Advice was provided in assisting national experts to prepare

pl ans, progranmmes and projects to facilitate inplementation of their energy
strategy, capacity and institution building, and training. Special attention
was given to energy efficiency and conservation probl ens of economies in
transition: creation of Energy Efficiency Denonstrati on Zones and devel opnent
of financial mechanisnms to attract foreign investors to carry out energy
efficiency projects in these States. Advisory services were also provided on
i nterconnection of electricity and natural gas networks and for technol ogy
cooperation in the field of energy, with particul ar enphasis on
environnental Iy cl ean technol ogi es.

Project fornulation

27. A preparatory assi stance docunent for the project *“Sustainable forestry
management and reducti on of adverse environnment inpacts by using wood and wood
resi due resources for production of heat power in the Republic of Belarus” was
prepared and adopted. A concept proposal for the Energy Efficiency
Demonstration Zone in the city of Pervomaysk was el aborated and adopted by

Bel arus authorities.

28. A business plan for the energy efficiency project “Rehabilitation and
noder ni zati on of Zel enograd District Heating Systeni was prepared together

wi th Russian experts. At the request of the Governnment of the Republic of
Chuvasheya (Russi an Federation), a project proposal for the creation of an
Energy Efficiency Denpnstration Zone in the Republic was prepared and
submitted to the Russian Mnistries of Fuel and Energy and Science and
Technol ogy which are responsible for the Energy Efficiency Denonstration Zones
Network in the Russian Federation.

29. Project proposals for the “Rational and efficient use of energy and water
resources in Central Asia” were elaborated and submitted to UN Headquarters
for financing fromthe United Nations Devel opnent Account. The project has
been included in the short list of projects conpeting for UN funding, to be

di scussed at the session of the General Assenmbly in autum 1999.

Trai ni ng programe

30. A training programe on financial engineering for Russian-speaking Energy
Ef fi ci ency Denonstration Zone Managers was organi zed in N zhny Novgorod in
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1998 together with the Norwegi an Energy Efficiency Group and with the
financi al support of the Norwegi an Government. The aim of the Programme, which
i nvol ved preparatory work, three training courses and homework, was to train
proj ect devel opers on business planning and presentation skills. It was a

m xture of |ectures, discussions and workshops for 28 participants (2-3
participants for every energy efficiency project). Al training materials were
adjusted for |ocal conditions and translated into Russian. During the honmework
phase, the participants used their new know edge fromthe training programe
to devel op business plans for specific energy efficiency projects within
Energy Efficiency Denpbnstration Zones for presentation to Internationa
Financial Institutions. Three training courses were inplemented during this
peri od and ni ne conpl ete busi ness plans were devel oped. The Traini ng Programe
was arranged as part of the ECE Energy Efficiency 2000 Project.

Conf erences and foruns

31. The Regi onal Adviser on Energy presented reports/papers at the follow ng
i nternational events: “Project Devel opnent and Fi nance Wbr kshop for Econom es
in Transition” (Budapest (Hungary), Septenber 1997); Energy Mnisteria

Busi ness Consul tative Meeting (Mdscow (Russian Federation), March 1998);

I nternational Conference “Russia s and other CI'S Countries’ Energy Potential -
Cruci al Link between Europe and Asia-Pacific” (Mdscow, April 1998);

I nternational Forum on “Energy Security in the Third MIIlennium Scientific
and Technol ogi cal Issues” (Conmo (ltaly), May 1998; International Experts

Wor kshop on “Opportunities for International Cooperation under the Kyoto
Protocol” (Moscow, October 1998); Third Bel arusi an Energy and Ecol ogy Congress
(M nsk (Belarus), Cctober 19989; ECE sem nar “Commerci al Bank Fi nancing of
Energy Efficiency Projects in Central and Eastern Europe” (Prague (Czech
Republic), January 1999); International Conference “Cooperation Anong the

Bl ack Sea Countries - a Major Factor of Ecologically Secure Energy Supply”
(Lazarevskaya (Russian Federation), April 1999).

A/ PROBLEMS AND FUTURE WORK ORI ENTATI ON
Probl ens
32. Energy is an area of prime inportance and priority for nmost of the

economies in transition. Unfortunately, it was not possible to satisfy al
requests of countries, since because of |linmted resources it was necessary to
concentrate activities on a limted nunber of countries in transition taking
into account priority areas for devel opnent, governnent support as well as the
avail ability of extrabudgetary sources of financing.
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Future work orientation

33. The Regi onal Adviser on Energy will continue to respond to the specific
needs and priorities of countries in transition in such strategic areas of
sust ai nabl e energy devel opnent as: rational use of energy, efficiency and
conservation; analysis of new devel opnents affecting energy demand and supply
in the short and nmediumterm pricing policy and security of supply;
restructuring of the energy sector; energy infrastructure, including

i nterconnection of electric power and natural gas networks; normative
activities in the energy field; and renewabl e sources of energy. 1In all these
areas, assistance will continue to be provided in identifying needs for the
devel opnent of the energy sector, and assisting national experts to prepare
pl ans, programmes and projects to facilitate inplementation of their energy
strategy, capacity and institution building. Special enphasis will be given
to energy efficiency denonstration zones, training on project financing and
management, small and nmedi um si zed conpany start-up including energy services
conmpani es, networking and informati on exchange, energy efficiency standards,
and devel opi ng busi ness contacts.

34. Primary attention will be given to cooperation with subregi ona

organi zations such as CI'S and BSEC and to the inplenentation of energy
projects in the franework of the subregi onal SECI and SPECA programmes. The
Regi onal Adviser will continue his cooperation with UN bodi es and

i nternational organizations, in particular with UNDP, the European Union
World Bank, EBRD, CIS Interstate Econom c Committee and other regional and
subr egi onal organi zations.



