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BASIC DATA 
Akmola Electricity Distribution Network Modernization and Expansion Project  

(Loan numbers 3018 and 3019 – Kazakhstan) 
 

Key Project Data 

As per ADB Loan 
Documents 
($ million) 

Actual 
($ million) 

Total Project Cost 
ADB Loan: 

Committeda 
Disbursed 
Outstanding 
  

69.50 
 

40.00 
 
 

     66.50 
 

      40.00 
      40.00 
      0.00 

 

ADB = Asian Development Bank. 
a The committed amount of $40.0 million includes a $25.0 million loan to Akmola Electricity Distribution Company 
and a $15.0 million loan to Central-Asian Electric Power Corporation (CAEPCO). 

 
Key Dates Expected Actual 

Concept Clearance Approval 
Fact-Finding Missions 
Board Approval 
Signing Date of Loan Agreement 
 AEDC 
 CAEPCO 
First Disbursement 
 AEDC 
 CAEPCO 

13 August 2012 
17–21 Sept 2012 

2 September 2013 
 

25 July 2014 
29 August 2014 

 
3 September 2014 
17 October 2014 

13 August 2012 
17–21 Sept 2012 

2 September 2013 
 

25 July 2014 
29 August 2014 

 
3 September 2014 
17 October 2014 

 

Project Administration and Monitoring Number of Missions 
Number of Person-

Days 

Due Diligence and Appraisal 
XARR Missiona 

1 
Not applicable 

 

20 
 

XARR = extended annual review report. 
a No XARR mission was scheduled because of travel restrictions arising from the coronavirus disease (COVID-19). 

 



 

 

EXECUTIVE SUMMARY 
 
On 2 September 2013, the Asian Development Bank (ADB) approved (i) a $25.0 million 10-year 
term loan to Akmola Electricity Distribution Company (AEDC) and (ii) a $15.0 million 7-year term 
loan to Central-Asian Electric Power Corporation (CAEPCO). The AEDC loan proceeds funded 
the company’s $69.5 million 2013–2015 network modernization and expansion project (capital 
investment project or project) while the CAEPCO loan proceeds funded CAEPCO’s acquisition of 
48.41% of AEDC equity interest from Global Energy System LLP, thereby making AEDC a wholly 
owned subsidiary of CAEPCO. 
 

AEDC’s capital investment project was designed to improve the reliability of its electricity 
distribution network while CAEPCO’s 100% ownership of AEDC would ensure the implementation 
of AEDC’s capital investment project and enhance AEDC’s financial and operational stability. 
ADB’s participation in the debt financing also helped boost private sector confidence in 
participating in infrastructure investments in Kazakhstan, particularly in electricity distribution and 
in the energy sector in general. The project promoted energy efficiency in electricity transmission 
and distribution by modernizing infrastructure, consistent with ADB’s Strategy 2020, Energy 
Policy, and country partnership strategy for Kazakhstan, 2012–2016. 
 

The $25.0 million ADB loan partially funded AEDC’s $69.5 million capital investment project, with 
the balance covered by AEDC’s cash flows. The total project cost only reached $66.5 million, 
compared with the original estimate of $69.5 million. Depreciation of the tenge against the United 
States (US) dollar accounted for the savings. 
 

The project increased the capacity of AEDC’s distribution network and substations, enabling it to 
service more consumers, increase electricity transmission volume, and reduce system losses. As 
of 31 December 2019, the number of end-users connected to AEDC’s power networks in Akmola 
Province was 124,000—an increase of 8,000 end-users from 2014. This contributed to improved 
economic and socioeconomic conditions across the province. AEDC’s electricity transmission 
volume increased to 2,396.2 gigawatt-hours and system losses declined to 4.84% in 2019. 
 

Although AEDC’s operating performance and revenue generation improved, its overall profitability 
suffered because of higher interest expenses and foreign exchange losses on US dollar-
denominated loans. In 2015, the tenge declined from T182 to the US dollar to T339 to the US 
dollar. AEDC and CAEPCO incurred more debt to fund additional capital expenditures, working 
capital, and debt service. The companies’ liquidity position was also adversely affected by the 
liquidation of its primary depository bank, Eximbank Kazakhstan JSC (Eximbank). CAEPCO 
agreed to obtain legal claims to certain loans extended by Eximbank in exchange for its deposits. 
 

In fiscal year 2018, CAEPCO, AEDC, and other subsidiaries breached certain terms of their 
respective loan agreements without securing waivers for these breaches. Given these breaches 
and the inability of both CAEPCO and AEDC to remedy them satisfactorily, the best option was 
for CAEPCO and AEDC to prepay the outstanding ADB loan balances, which totaled $4.6 million 
for CAEPCO and $17.8 million for AEDC. AEDC and CAEPCO prepaid the ADB loans on 15 July 
2019 with proceeds from a term loan from VTB Bank.  
 

The project’s overall development results are deemed satisfactory. Its contribution to private 
sector development and ADB’s strategic objectives is satisfactory. Most outcome and output 
indicators stipulated in the project’s design and monitoring framework have been met; end-users 
have increased, electricity transmission volume has grown, system losses have declined, and 
taxes paid to the government and purchases of local goods and services by AEDC have increased. 
AEDC and CAEPCO contributed to economic growth and development in Akmola Province.  
 



 

 

iii 

The project’s environment, social, health, and safety performance is satisfactory. This is based 
on (i) compliance with applicable national and international environmental, health, and safety 
standards and regulations; (ii) compliance with ADB requirements—i.e. establishment of an 
environmental and social management system, submission of environmental and social impact 
assessment (ESIA) reports, and implementation of an environmental and social management 
plan; (iii) project did not entail land acquisition since the transmission line alignment is within an 
industrial zone and developed within land owned by government authorities; and (iv) no impact 
on indigenous peoples (IP). 
 

ADB additionality is deemed satisfactory. The long-term financing provided by ADB for 
infrastructure development at the time of project inception was not easily available from local or 
international financial markets. ADB’s intervention supported the modernization and expansion of 
Kazakhstan’s aging energy infrastructure, reduced the risk of network failure, and improved the 
reliability of the electricity supply in Akmola Province. The loan supporting CAEPCO’s 100% 
ownership of AEDC ensured project completion. ADB’s environmental and social safeguards 
team also helped strengthen the environment, social, health, and safety policies of CAEPCO and 
AEDC. 
 

ADB investment profitability is also satisfactory. The loan pricing was supported by ADB’s Office 
of Risk Management, approved by the Investment Committee, and deemed appropriate for the 
risks involved. CAEPCO and AEDC made scheduled principal and interest payments until full 
prepayment of the loans in 2019. 
 

ADB work quality is satisfactory. Screening, appraisal, and structuring was satisfactory. The deal 
team conducted comprehensive due diligence, meeting with AEDC and CAEPCO management 
and relevant government agencies to understand the needs of AEDC and the energy sector in 
general. ADB structured the AEDC loan to include a comprehensive and irrevocable guaranty 
from CAEPCO. Monitoring and supervision was also satisfactory. The deal team closely 
monitored the operating and financial performance of AEDC and CAEPCO through regular 
communication and follow-up on timely submission of financial statements and semiannual 
development effectiveness monitoring reports.  
 

Recommendation: Kazakhstan’s power sector requires further infrastructure development and 
modernization. ADB’s private sector operations should explore additional opportunities in the 
power sector to support Kazakhstan’s private sector and benefit the country as a whole.  





 

 

I. THE PROJECT 

A. Project Background 

1. The Asian Development Bank (ADB) approved on 2 September 2013 (i) a $25.0 million 
10-year term loan to Akmola Electricity Distribution Company (AEDC) and (ii) a $15.0 million 7-
year term loan to Central-Asian Electric Power Corporation (CAEPCO). The AEDC loan proceeds 
helped fund the company’s $69.5 million network modernization and expansion project (capital 
investment project or project), while the CAEPCO loan proceeds funded CAEPCO’s acquisition 
of 48.41% of AEDC equity interest from Global Energy System LLP, thereby making AEDC a 
wholly owned subsidiary of CAEPCO. The financing arrangement was ADB’s first in the energy 
sector in Kazakhstan. 
 
2. Most of Kazakhstan’s energy sector network assets, including those of AEDC, were built 
in the 1960s and 1970s. The distribution network was outdated and dilapidated and required 
significant investment to maintain and upgrade. The sector suffered from high system losses, 
reaching 15% nationally in 2013; 1  the outdated assets caused problems in managing the 
inventory of spare parts. In late 2011, ADB’s Private Sector Operations Department began to 
explore investment opportunities in areas with high potential for positive development impact, 
such as electricity transmission and distribution, and identified CAEPCO as a potential partner 
since it was the largest privately owned, vertically integrated power utility in Kazakhstan, with a 
good financial and technical track record. The deal team believed that ADB’s participation in the 
financing of AEDC’s network modernization and expansion project would yield significant 
developmental benefits. Supporting AEDC’s capital investment project would improve the 
reliability of its distribution network, while increasing CAEPCO’s ownership in AEDC would ensure 
implementation of AEDC’s project and enhance its financial and operational stability. 
 
3. The project is consistent with ADB’s Strategy 2020, which promotes private sector 
investment in infrastructure, particularly in the energy sector.2 The project is also in line with ADB’s 
Energy Policy and the country partnership strategy for Kazakhstan, 2012–2016. ADB’s Energy 
Policy highlights energy efficiency improvements in transmission and distribution systems.3 ADB’s 
country partnership strategy for Kazakhstan, 2012–2016 aimed to increase ADB’s involvement in 
the energy sector by investing in projects that would help modernize the country’s aging 
energy infrastructure.4 
 
B. Key Project Features 

4. The project supported AEDC’s $69.5 million capital investment program for 2013–2015, 
which covered expansion and modernization of the company’s distribution network. The project’s 
objectives were (i) to improve the reliability of electric supply to existing residential and 
commercial clients, and to expand connections to 35,000 additional households by 2020 in rural 
areas of Akmola Province and Astana; (ii) to enable increased equipment load to reduce system 
losses; (iii) to reduce direct expenses related to equipment maintenance; (iv) to add capacity in 
areas with intensive infrastructure development; and (v) to create modern automated 

 
1 ADB. 2013. Report and Recommendation of the President to the Board of Directors: Proposed Loans to Akmola 

Electricity Distribution Company and Central-Asian Electric Power Corporation for the Akmola Electricity Distribution 

Network Modernization and Expansion Project in Kazakhstan. Manila. 
2 ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank, 2008–2020. 

Manila.  
3 ADB. 2009. Energy Policy. Manila. 
4 ADB. 2012. Country Partnership Strategy: Kazakhstan, 2012–2016. Manila. 
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measurement and technological monitoring systems to improve operational and administrative 
efficiency.5 These were achieved through three subprojects: (i) reconstruction of the Astana 
substation and the installation of automated accounting systems for commercial and domestic 
power consumption; (ii) construction of a 3.998 kilometers (km) 110-kilovolt (kV) overhead 
transmission line between the CHP2 and Promzona substations; and (iii) construction of a 4.990 
km 110 kV transmission line between the Promzona and Gorodskaya substations, including 
rerouting of 4.319 km of the transmission line. 
 
5. CAEPCO secured full control of AEDC to ensure implementation of AEDC’s project. 
CAEPCO’s move also enhanced AEDC’s financial and operational stability.  
 
6. AEDC, established in 1961, is a local electricity distribution company that principally 
services Akmola Province and a small area of Astana bordering Akmola to the south. At the time 
of ADB Board approval of the project, the company, through its electricity sales subsidiary, served 
116,000 end-users in 14 districts of Akmola Province. 
 
7. CAEPCO is engaged in generation, transmission, and distribution of heat and electricity 
in Pavlodar, North Kazakhstan Province, and in Astana. At the time of Board approval, the 
company generated about 7% of the total electricity in Kazakhstan and served about 692,000 
end-users and 401,000 heat consumers. CAEPCO’s controlling shareholder (62.12% interest) 
was Central-Asian Power Energy Company (CAPEC), a private holding company incorporated 
and registered in Kazakhstan. CAPEC is owned by several well-known local businesspeople. 
 
8. AEDC’s $69.5 million capital investment project was funded by the $25.0 million ADB loan 
and $44.5 million covered by the company’s internal cash accrual. About 84.0% of the total project 
cost was earmarked for repair and construction of distribution lines, transformers, and substations. 
The AEDC facility agreement was signed on 25 July 2014 and the CAEPCO agreement was 
signed on 29 August 2014. The loan to AEDC was covered by a comprehensive and irrevocable 
corporate guarantee from CAEPCO while the loan to CAEPCO was secured by a pledge of the 
48,410 AEDC equity shares acquired by CAEPCO from Global Energy System LLP. The loan to 
CAEPCO was disbursed on 17 October 2014 while the AEDC loan was disbursed in two 
tranches—$15 million on 28 August 2014 and $10 million on 15 April 2015. 
 
C. Progress Highlights 

9. Project completion. All work items included in the project were accomplished by 
December 2015, with the exception of 12 kilometers (km) of 110-kilovolt (kV) electricity lines that 
were completed in December 2017 because of delays in obtaining local government approval for 
the project design and rights-of-way for the grid lines. This delayed project completion until 
December 2017. Despite the delay, the total project cost only reached $66.5 million, compared 
with the original estimate of $69.5 million. Depreciation of the tenge against the United States 
(US) dollar accounted for the lower project cost. 
 
10. Project benefits. The project’s completion increased the capacity of AEDC’s distribution 
network and substations, enabling it to service more consumers. As of 31 December 2019, about 
124,000 end-users were connected to AEDC’s power networks in Akmola Province, an increase 
of 8,000 end-users from 2014. The growth in end-users contributed to improved economic and 

 
5 ADB. 2013. Report and Recommendation of the President to the Board of Directors: Proposed Loans to Akmola 

Electricity Distribution Company and Central-Asian Electric Power Corporation for the Akmola Electricity Distribution 

Network Modernization and Expansion Project in Kazakhstan. Manila. 
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socioeconomic conditions across the province. AEDC had 20,741 km of active transmission lines 
as of the end of 2019—slightly lower than the 20,914 km it had in 2014. The decrease was due 
to the deactivation of 200 km of old and outdated transmission lines and the sale of its 
Stepnogorsk power plant. Nonetheless, AEDC’s electricity transmission volume increased to 
2,396 gigawatt-hours (GWh) in 2019 from 2,313 GWh in 2013, while system losses declined to 
4.84% in 2019 from 5.94% in 2013.  
 
11. Operating and financial performance. AEDC’s capital investment program helped 
improve its operating performance. Its electricity transmission volume increased 16.2% from 
2,061.5 GWh in 2015 to 2,396.2 GWh in 2019 while electricity sales grew 15.6% from 665.1 
megawatt-hours (MWh) in 2015 to 769.0 MWh in 2019. As an offshoot of the currency devaluation 
from T182.35:$1 in 2014 to T339.47:$1 in 2015, the government approved a new tariff structure, 
effective 1 January 2016, that enabled the power transmission tariffs to cover debt service for 
both principal and interest after consideration of the impact of the tenge devaluation. The new 
tariff structure benefited all lines of business of AEDC and CAEPCO. AEDC’s electricity tariff for 
commercial consumers increased 19.1% from 2014 to 2016, from T15.77 per kilowatt-hour (kWh) 
to T18.79 per kWh, while the tariff for individual consumers increased 15.7% from T12.55 per 
kWh in 2014 to T14.52 per kWh in 2016. The tenge devaluation also resulted in foreign exchange 
losses for AEDC in 2015. Actual ADB loan proceeds received by AEDC totaled T4.56 billion; the 
2015 balance sheet reflected T8.45 billion in long-term borrowings because of the devaluation. 
The ADB loan was AEDC’s lone foreign currency debt and long-term borrowing as of end-2015. 
 
12. Growth in electricity transmission and sales volume combined with tariff increases 
accounted for AEDC’s revenue growth from 2015 to 2019. AEDC’s actual revenues through 2019 
approximated the revenues projected in the report and recommendation of the President (RRP) 
(footnote 5). However, profitability suffered because of higher interest expenses and foreign 
exchange losses on loans in 2018 and 2019. AEDC incurred more debt to fund additional capital 
expenditures, working capital, and debt service. US dollar-denominated loans accounted for 94.9% 
of total loans as of end-2018 while tenge-denominated loans accounted for the remaining 5.1%. 
In 2019, AEDC availed of a Russian ruble-denominated term loan from VTB Bank to refinance 
the ADB loans and working capital loans from Islamic Bank Al Hilal JSC. The Russian ruble-
denominated loan accounted for 97.1% of total debt in 2019, with the balance US dollar-
denominated. 
 
13. CAEPCO posted revenue growth in 2018, driven by higher sales of power and heat. 
However, profitability declined because of higher costs of purchased power and heat for resale, 
higher interest expenses, and foreign exchange losses on loans. CAEPCO refinanced some of 
its US dollar-denominated debt and as of end-2019, CAEPCO’s total debt consisted of 16.2% in 
US dollars, 39.5% in Russian rubles, and 44.3% in local currency. 
 

II. EVALUATION  

A. Project Rationale and Objectives 

14. ADB’s loans to AEDC and CAEPCO contributed significant developmental benefits. 
AEDC’s capital investment project improved the reliability of its electricity distribution network, 
while CAEPCO assuming 100% ownership of AEDC ensured the implementation of AEDC’s 
network modernization project and enhanced its operational stability. The ADB loans contributed 
to upgrading the country’s outdated and dilapidated electricity transmission and distribution 
systems, consistent with ADB’s Strategy 2020, Energy Policy, and country partnership strategy 
for Kazakhstan, 2012–2016 (footnotes 2–4). The project promoted private sector investment in 
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infrastructure, particularly the power sector, and ADB’s participation in the debt financing helped 
boost confidence for private sector participation in electricity distribution in Kazakhstan.  
 
B. Development Results 

1. Contributions to Private Sector Development and ADB’s Strategic 
Development Objectives 

 
15. The project’s overall contribution to private sector development and ADB’s strategic 
development objectives is deemed satisfactory. Despite the delay in the project’s completion to 
December 2017, most of the outcome and output indicators in the design and monitoring 
framework (DMF) of the RRP have been met. With the project’s completion in 2017, power 
supplied through AEDC’s distribution network increased from 2,313 GWh in 2013 to 2,395 GWh 
in 2018, falling short of the target of additional 200 GWh because of the sale of the Stepnogorsk 
plant. The number of end-users increased from 118,097 as of end-2012 to 122,001 as of end-
2018 and 124,037 as of end-2019, excluding customers from Astana (because this information 
was unavailable).6 The network’s modernization also reduced system losses from 5.94% in 2012 
to 4.93% in 2018 and 4.84% in 2019. The 5.5% target by 2016 was not met because of project 
completion being delayed until 2017 but the network’s performance with respect to reducing 
system losses exceeded expectations starting in 2018. In 2016 alone, AEDC exceeded RRP 
targets by having repaired a total of 38 substations, constructed or reconstructed 16 substations, 
and repaired 298 km of 110 kV distribution lines. Two new transformers were also installed at the 
Astana substation. Annual purchases of local goods and services averaged T7.0 billion from 2016 
to 2018. Taxes paid to the government increased from T1.3 billion in 2012 to T2.4 billion in 2018 
and T1.9 billion in 2019. These are well above the targeted levels in DMF.  

 
2. Environment, Social, Health, and Safety Performance 

 
16. AEDC established an environmental and social management system (ESMS) in April 2014 
in compliance with ADB’s Safeguard Policy Statement (2009) for general corporate finance 
transactions.  The ESMS was updated in September 2016 to cover a change in the type of 
construction for the 110 kV transmission line of the Combined Heat and Power Plant (CHP2)–
Promzona–Gorodskaya (from underground cable to overhead transmission line). An 
environmental and social impact assessment (ESIA) report, which included an environmental and 
social management plan, was prepared by AEDC for subprojects 2 and 3 categorized category 
B, to comply with the requirements of the ESMS and applicable national laws and regulations.7 
AEDC secured the environmental permit for the subproject issued by the Natural Resources and 
Environmental Management Department of Astana City (series Z-16, No. 0002834 issued on 16 
January 2015 with validity until 25 December 2024). AEDC also obtained other necessary 
approvals and permits from authorized government agencies prior to construction of the 110kV 

 
6 The DMF targeted 50,000 additional end-users of AEDC in 2016 compared with 2012. The number of end-users 

indicated in para. 18 only covers Akmola. AEDC cannot provide the number of end-users in Astana since this is not 
part of its network. The sale of the Stepnogorsk facility also affected the number of end-users. It should be noted 
also that whereas the DMF had a target level of 50,000 additional end-users by 2016, para. 5 of the XARR indicated 
that the network modernization and expansion will increase the client base by 20,000 additional households and 
enterprises by 2020 in rural areas of Akmola Province and suburbs of Astana. 

7 AEDC implemented the following subprojects: (1) reconstruction of the Astana substation and the installation of 
automated accounting systems for commercial and domestic power consumption; (2) construction of a 3.998 
kilometers (km) of 110-kilovolt (kV) overhead transmission line between the CHP2 and Promzona substations; and 
(3) construction of a 4.99 km of 110 kV overhead transmission line between the Promzona and Gorodskaya 
substations, including rerouting of 4.319 km of the transmission line. No ESIA has been prepared for subproject 1 
since it involved improvement works only but an ESMP has been prepared and implemented. 
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overhead transmission line and re-construction of Astana substation. 8  The potential 
environmental impacts of subprojects were identified and effective measures to avoid, minimize, 
and mitigate adverse impacts and compensate affected persons for any adverse impacts were 
incorporated in the environmental and social management plan. AEDC confirmed that the 
operation of the 110/10 kV Astana substation and the 110 kV overhead transmission line CHP2–
Promzona–Gorodskaya complied with all legal requirements of the Republic of Kazakhstan. 
There were no reported fines or violations charged by the state regulatory bodies. Also, no 
accidents or injuries were recorded. Routine checks were carried out on the state of 
environmental protection measures at the facilities covered by the project. AEDC submitted semi-
annual environmental and social (E&S) performance reports from 2014 to 2017 to ADB for review. 
These reports are also considered CAEPCO’s submission to meet the ESMS and legal 
requirements. See Appendix 3 for a more detailed discussion of the project’s environmental 
impact. 
 
17. The project was classified category B for involuntary resettlement due to the lack of 
definition for the alignment of sections of the transmission line and lack of data regarding any 
potential alignment, land users and/or occupants, and appropriate procedures incorporated into 
the ESMS. All subproject activities were undertaken in an industrial zone in northeast of Astana. 
Reconstruction of the Astana substation took place at the existing site of the substation, which 
was under a 49-year lease to AEDC. The site area of 13,523 square meters did not require 
expansion or additional land acquisition or access to facilitate the substation reconstruction. 
AEDC has provided formal land use rights documentation verifying their use of the substation 
land according to the same dimensions as reported. The construction of the transmission lines—
3.998 km from the CHP2 substation to the Promzona substation (subproject 2) and 4.99 km from 
the Promzona substation to the Gorodskaya substation (subproject 3)—were also screened and 
classified C for involuntary resettlement because the transmission line alignment was within an 
industrial zone and the lines were constructed on government-owned land. AEDC established the 
alignment in concert with municipal authorities, and the Astana municipality granted the right to 
land use for the transmission line on an initial temporary basis (until June 2020) to be extended 
for 49 years. Government documentation affirming land use rights for the transmission lines was 
also provided to ADB. During due diligence for this extended annual review report (XARR),9 
AEDC confirmed that no land acquisition was required, that right-of-way access was granted by 
the municipal authorities, and that no residential or privately owned properties were affected by 
the transmission line development. Environmental assessments followed by third party social 
reports and AEDC E&S reporting to ADB during implementation and commissioning confirmed 
the categorization as C and status of land access, including assertions that there were no 
complaints or grievances associated with subproject land use and access. 
 
18. AEDC screened all subprojects for indigenous peoples’ presence and impacts (utilizing 
the definition of indigenous peoples from ADB’s Safeguard Policy Statement [2009]) and 
categorized all subprojects as C for indigenous peoples. This was consistent with the due 
diligence findings during project processing. In Astana, Kazakhs make up the largest part of the 
resident population followed by Russians and Ukrainians and minority of other nationalities. All 
ethnicities are fully integrated into Kazakh society and are therefore not considered indigenous 
peoples as per ADB’s Safeguard Policy Statement. Additionally, the risk of ethnic minorities being 

 
8 The Department of Architecture and Urban Planning of Astana City issued on 14 March 2016 a permit for execution 

of investigation, engineer survey works, and design of objects at land sites from CHP-2 to the Gorodskaya and 
Promzona substations. On 13 April 2016, the department issued architectural and planning assignment No. 7848 for 
designing of double-circuit 110 kV overhead line CHP-2–Promzona–Gorodskaya as the basis for designing and 
constructing the 110 kV transmission line. 

9  XARR due diligence was conducted through questionnaires sent to AEDC. 
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affected by subprojects was minimized by the subprojects having been located in nonresidential 
areas. 
 
19. AEDC confirmed that all subprojects adhered to national labor laws. Contractors were 
required to confirm their adherence to national labor laws prior to contract signing. AEDC reported 
that AEDC’s Environmental Protection Department and the Occupational Safety and Health 
Service undertook regular visits to subproject sites during subproject implementation to monitor 
contractor adherence to national labor standards. Appendix 4 contains a detailed discussion of 
project’s social impact. 
 
20. The project’s environment, social, health, and safety performance is satisfactory.  
 
 3. Overall Development Results Rating   

 
21. The overall development results rating is satisfactory based largely on the project’s overall 
contribution to private sector development and ADB’s strategic development objectives and 
adherence to ADB’s E&S safeguard policies. Given the project’s robust economic fundamentals, 
AEDC’s profitability and cash-generating capacity should improve.  
 
C. ADB Additionality 

22. The long-term loans provided by ADB supported AEDC’s modernization and the 
expansion of its aging distribution network, thereby enhancing Kazakhstan’s energy security. The 
loan supporting CAEPCO’s 100% ownership of AEDC helped ensure completion of the project 
and increased the likelihood of the success of the equity investment by the Islamic Infrastructure 
Fund in CAEPCO. Completion of AEDC’s capital investment program improved the reliability of 
the electricity supply to people in Akmola Province and reduced system losses. The long-term 
financing provided by ADB for infrastructure development was not easily available from local and 
international financial markets at the time of project conception. ADB’s E&S safeguards team also 
helped strengthen the policies of CAEPCO and AEDC on environment, social, health, and safety 
through the establishment and implementation of the ESMS (para. 19). ADB additionality 
is satisfactory. 
  
D. ADB Investment Profitability 

23. ADB investment profitability is satisfactory. Under the loan agreements, the interest 
margins received by ADB were supported by ADB’s Office of Risk Management and approved by 
the Investment Committee and deemed appropriate for the risks involved. CAEPCO and AEDC 
made scheduled principal and interest payments until full prepayment of the loans in 2019. 
 
E. ADB Work Quality 

24. Screening, appraisal, and structuring. ADB’s work quality during appraisal and 
structuring was satisfactory. The deal team conducted comprehensive due diligence, meeting 
with both AEDC and CAEPCO management and appropriate government agencies to fully 
understand the needs of the companies and the energy sector in general. ADB structured the 
AEDC financing facility to include a comprehensive and irrevocable guaranty from CAEPCO as 
the parent company. The CAEPCO loan also included a step-up pricing to incentivize 
management to refinance in the event CAEPCO’s risk profile improved and domestic financing 
became available with more favorable terms. 
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25. Monitoring and supervision. ADB’s performance in relation to monitoring and 
supervision was also satisfactory. The deal team received timely advisories on the status of 
project implementation, especially with respect to delays in project completion. The deal team 
closely monitored the operating and financial performance of both AEDC and CAEPCO through 
regular communication and follow-up on timely submission of financial statements and 
semiannual E&S and development effectiveness monitoring reports. The deal team was able to 
successfully negotiate the prepayment of ADB loans with accrued interest in full. 
 
26. ADB’s overall work quality is satisfactory. 
 

III. ISSUES, LESSONS, AND RECOMMENDED FOLLOW-UP ACTIONS 

A. Issues and Lessons 

27. The size and ownership of the primary depository bank should have been identified as a 
potential risk. Liquidation of the bank contributed to the liquidity problems of AEDC and CAEPCO. 
 
28. ADB’s loans to AEDC and CAEPCO would have been more beneficial if denominated in 
local currency or structured with an underlying cross-currency swap. Significant depreciation of 
the tenge against the US dollar led to substantial foreign exchange losses and a decline in 
profitability. ADB’s Treasury Department needs to be more creative in its funding strategy for the 
private sector and develop closer relationships with the central banks of member countries to be 
able to avail of cross-currency swaps, as the International Finance Corporation does. This will 
allow ADB to be more competitive in offering financing to private sector projects. 
 
B. Recommended Follow-Up Actions 

29. Kazakhstan’s power sector requires further infrastructure development and 
modernization. ADB’s private sector operations should explore additional opportunities in the 
power sector to support Kazakhstan’s private sector and benefit the country as a whole. 
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SECTOR REVIEW 
 
A.  Country Economic Outlook—Impact of Coronavirus Disease 
 
1. Kazakhstan has a commodity-based economy with growth primarily influenced by the rise 
and fall in prices of crude oil, natural gas, and other minerals. The country’s gross domestic 
product (GDP) expanded by 4.1% in 2018 and 4.5% in 2019. Higher oil prices and export volumes 
drove this growth. Crude oil averaged $69 per barrel in 2018 and $64 per barrel in 2019, compared 
with $51 per barrel in 2017 and $41 per barrel in 2016. 
 
2. Economic activity was relatively robust in the first quarter of 2020, with real GDP growth 
of 2.7% year on year. However, for the whole of 2020, real GDP is expected to contract by 3.2% 
because of low crude oil prices combined with a slowdown in global economic activity because of 
the coronavirus disease (COVID-19) pandemic. The International Energy Agency forecast 
average crude oil price of $33 per barrel for 2020. 
 
3. The slowdown in economic activity is also expected to weigh on the energy sector, with a 
fall in power demand. Kazakhstan has periodically locked down its two largest cities to contain 
the spread of COVID-19. 
 
4. The country’s currency is also expected to face pressure from downside oil price risks and 
global risk aversion because of the pandemic. Over the longer term, the tenge is expected to 
remain on a depreciatory trajectory as weaker macroeconomic fundamentals will weigh on 
demand for tenge-denominated assets. This could bring about financing challenges for power 
and renewable energy projects in particular as the country remains dependent on financing from 
multilateral banks. 
 

B. Electricity 
 

5.  Electricity in Kazakhstan is generated by 155 power plants of various forms of ownership. 
As of 31 December 2019, the total installed capacity of power plants in Kazakhstan was 22,936.6 
megawatts (MW) and available capacity was 19,329.7 MW. About 90% of Kazakhstan’s electricity 
is generated from fossil fuels (coal and natural gas), while hydropower accounts for 9% percent 
and solar and wind account for less than 1% percent. Total production of electricity averaged 
107,500 gigawatt-hours annually in 2018 and 2019, with 6% losses. Total generating capacity is 
forecast to reach 24,271.0 MW by 2029 and electricity consumption is projected to grow 1.0% 
annually from 2020 to 2029.1  
 

Table A1: Sources of Electricity Generation 
(gigawatt-hours) 

 2019 2018 2017 2016 2015 

Coal 75,164 74,833 68,944 61,225 63,316 
Natural gas 21,562 21,467 21,759 19,513 17,644 
Oil  63 782 1,920 1,239 
Biofuels 1 1 2 4 3 
Hydro 9,942 10,395 11,210 11,621 9,269 
Solar 236 384 160 136 118 
Wind 549 461 340 275 132 
Total 107,454 107,605 103,197 94,694 91,721 
System losses  6,569 6,411 5.342 5,174 
Source: International Energy Agency—Data and Statistics. 

 
1 International Energy Agency. 2020. Kazakhstan Energy Profile. Paris. 
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6.  Kazakhstan's power generation industry has undergone a challenging post-Soviet 
transformation. The production and consumption of electricity in Kazakhstan fell significantly 
following independence in 1991. An aggressive privatization program followed this, with state 
involvement in a few generation companies. Robust economic growth during the early 2000s 
helped boost generation, but the global financial and economic crisis of 2008 caused electricity 
generation and consumption to decline because of production stagnation in metallurgical plants 
and the construction industry. Kazakhstan used to be a net exporter of electricity but became a 
net importer in 2010. Growth of electricity production allowed the country to become a net exporter 
once again in 2013. 
 
7. The electric power industry remains a key factor in Kazakhstan’s industrial development 
and economic growth, as electric power generation accounts for about 10% of all industrial output. 
The Government of Kazakhstan has developed an action plan for electric power development up 
to 2030, which includes a list of proposed power plants for modernization or reconstruction as 
well as a list of new facilities proposed for construction. Kazakhstan seeks to replace aging plants 
and equipment. Overall, a large proportion of the equipment of power generating facilities in 
Kazakhstan is aging—about 65% of equipment has been in use for more than 20 years and about 
31% has been in use for more than 30 years. Electrical generating equipment and networks’ 
operating capacity is estimated at 70% and 65% respectively, while 94% of Kazakhstan's gas 
turbines, 57% of its steam turbines, and 33% of its steam boilers have been in use for at least 20 
years.2 Electricity transmission networks are inefficient, with system losses averaging 6% across 
transmission and distribution systems. 
 
8. Construction of new power plants and expansion of power transmission and distribution 
networks are priorities for the government and are likely to be implemented in the medium-term. 
State-owned Kazakhstan Electricity Grid Operating Company (KEGOC) has approved a 
T530.0 billion long-term investment strategy involving the rehabilitation of substations, 
transmission lines, and other equipment, and the building of new substations and power lines. 
The government has also launched major privatization plans that include the sale of at least 25% 
of Samruk-Energo through initial public offerings, and transmission and distribution asset sales.3 
 
9. The electricity market has two levels—wholesale and retail—while the heat power market 
has only a retail level. Electricity generation in Kazakhstan is carried out mainly by private 
enterprises. Kazakhstan Electricity Grid Operating Company is the electricity transmission system 
operator while 21 regional distribution companies act as distribution system operators. The retail 
market is competitive, with about 45 companies. 
 
C. Renewable Energy 
 

10.  Since fixed rates for renewable energy were introduced in 2014, there have been 
significant renewable energy developments in Kazakhstan. In 2017, auctions for renewable 
energy were introduced, in addition to the existing fixed feed-in-tariff support system. The Ministry 
of Energy expects that auctions will reduce the cost of electricity generated from renewable 
energy sources. Auction rates are also subject to annual indexation: 30% for inflation and 70% 
for changes in foreign exchange rates. 
 
11. At the end of 2019, Kazakhstan had 90 renewable energy facilities with total installed 
capacity of 1,050 MW (284 MW of wind power plants, 542 MW of solar power, 222 MW of small 

 
2 Economic Intelligence Unit. 2020. Kazakhstan Country Report. London 
3 Fitch Solutions. 2020. Kazakhstan Power Report. London. 
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hydroelectric power stations, and 2.4 MW of bioenergy). At least 3,000 MW of installed renewable 
capacity is expected to be operational by 2025 since contracts for 2,600 MW have already been 
concluded with a single purchaser, Financial Settlement Centre of Renewable Energy.4

 
4 International Energy Agency. 2020. Kazakhstan Energy Profile. Paris. 
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KAZAKHSTAN’S ECONOMIC INDICATORS (2014–2019) 
 

 
 
 
 

Year 

 
Real 
GDP 

Growth 
(%) 

 
 

Average 
Inflation 

(%) 

 
Current 
Account 
Balance 
($ million) 

 
 
 

External Debt 
($ million) 

 
 
 

International Reserves 
($ million) 

 
 

Year-end 
Exchange 
Rate (T:$) 

 
2014 

 
2015 

 
4.3 

 
1.0 

 
6.72 

 
6.66 

 
6,114 

 
(6,012) 

 
157,695 

 
153,395 

 
29,209 

 
27,871 

 
182.35 

 
339.47 

 
2016 

 
0.9 

 
14.20 

 
(8,132) 

 
163,715 

 
29,713 

 
333.28 

 
2017 

 
3.9 

 
7.40 

 
(5,102) 

 
167,485 

 
30,747 

 
331.31 

  
  2018 

      
4.1 

 
6.03 

 
(223) 

 
156,921 

 
30,927 

 
375.15 

 
2019 

 
4.5 

 
5.24 

 
(6,498) 

 
160,626 

 
28,958 

 
381;18 

GDP = gross domestic product. 

Source: Economist Intelligence Unit. 2020. Country Report: Kazakhstan. London. 
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ENVIRONMENTAL IMPACT 
 

A.  Introduction 

1. The Asian Development Bank (ADB) approved on 2 September 2013 (i) a $25.0 million 
10-year term loan to Akmola Electricity Distribution Company (AEDC), and (ii) a $15.0 million 7-
year term loan to Central-Asian Electric Power Corporation (CAEPCO). 1  The AEDC loan 
proceeds funded the company’s $69.5 million capital investment program for 2013–2015 to 
expand and modernize its distribution network, while the CAEPCO loan proceeds funded 
CAEPCO’s acquisition of 48.41% of AEDC equity interest from Global Energy System LLP, 
thereby making AEDC a wholly owned subsidiary of CAEPCO. The financing arrangement was 
ADB’s first in the energy sector in Kazakhstan.  
 
2. This loan was processed as general corporate finance (GCF). AEDC’s network 
modernization plans involved (i) repair and construction of substations, buildings and structures, 
and distribution lines; (ii) acquisition and installation of general construction equipment, software, 
and monitoring devices; and (iii) implementation of safety measures. These were developed 
through three phases of work (subprojects): (1) reconstruction of the Astana substation and the 
installation of automated accounting systems for commercial and domestic power consumption; 
(2) construction of a 3.998 kilometers (km) of 110-kilovolt (kV) overhead transmission line 
between the CHP2 and Promzona substations; and (3) construction of a 4.99 km of 110 kV 
overhead transmission line between the Promzona and Gorodskaya substations, including 
rerouting of 4.319 km of the transmission line. Subprojects (2) and (3) were classified category B 
for environment while subproject (1) was category C for environment. For Category C subproject, 
no ESIA is required but an ESMP has been prepared and implemented. 
 
3. In compliance with ADB’s Safeguard Policy Statement (2009) for GCF transactions, AEDC 
established an environmental and social management system (ESMS) in April 2014. The ESMS 
was updated in September 2016 to cover the change in the type of construction for the 110 kV 
CHP2–Promzona–Gorodskaya transmission line (from underground cable to overhead 
transmission line). The company prepared one environmental and social impact assessment (EIA) 
report covering subprojects (2) and (3), which included an environmental and social management 
plan (ESMP). The ESIA includes the potential environmental impacts of the subprojects and the 
ESMPs which detail the measures to avoid, minimize, and mitigate adverse impacts and 
compensate affected persons. 
 
4. This extended annual review exercise has evaluated the project’s environment, health and 
safety (EHS) performance and compliance with ADB’s Safeguard Policy Statement (2009) and 
applicable national and international regulations and standards based on desk review of available 
project documents and additional information provided by the company. Because of the 
coronavirus disease (COVID-19) pandemic, no actual site inspections, virtual meetings, or 
interviews with AEDC’s EHS staff were conducted. Instead, ADB sent environmental and social 
questionnaires to request additional information and clarify EHS issues raised in the semi-annual 
environmental and social monitoring reports (SEMRs) to substantiate the desk review and 
evaluation of project-related reports available in the ADB archive. 
 

 
1 ADB. Republic of Kazakhstan: Akmola Electricity Distribution Network Modernization and Expansion Project.   

https://www.adb.org/projects/46933-014/main
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B. Desk Review Findings 

5.  Compliance with ADB safeguard requirements and applicable national laws. In 
compliance with GCF transaction requirements, AEDC established an ESMS in April 2014, and 
subsequently updated the ESMS in September 2016. The ESMS is designed to assist AEDC and 
CAEPCO (to the extent of its activities related to AEDC) in managing their performance and 
complying with environmental, social, occupational, and community health and safety 
requirements with respect to the project activities. For the two category B subprojects, an ESIA, 
which included an ESMP, was prepared by the company to comply with the requirements of the 
ESMS and applicable national laws and regulations. The ESIA was undertaken in accordance 
with Kazakhstan regulations and standards. During the ESIA process, consultations, public 
hearings, and meetings were held with various stakeholders to record their views and concerns 
and incorporate them in the project design at the project planning phase. During the public 
consultations, the stakeholders were provided with detailed information on the planned design, 
expected actions, and pre-project data on the environment. All interested parties had the 
opportunity to ask questions and make suggestions and AEDC representatives addressed all 
questions. The company secured the environmental permit issued by the Natural Resources and 
Environmental Management Department of Astana City (series Z-16, No. 0002834, issued on 16 
January 2015 with validity until 25 December 2024). This permit refers to temporary storage, 
collection, and final disposal of solid and hazardous waste materials during the construction and 
operation stages of the project. AEDC also obtained other necessary approvals and permits from 
authorized government agencies prior to construction of subprojects.2 AEDC confirmed that the 
operation of the 110/10 kV Astana substation and the 110 kV power transmission line CHP2–
Promzona–Gorodskaya complied with all legal requirements of the Republic of Kazakhstan. 
There were no reported fines or violations charged by the state regulatory bodies. Also, no 
accidents or injuries were recorded. Routine checks have been carried out on the state of 
environmental protection measures at the facilities covered by the project. The company 
submitted semiannual environmental and social monitoring reports for the years 2014, 2016, and 
2017 to ADB for review. 
 
6. Environmental management and monitoring activities. The ESMP is an important 
guarantee that all work activities have been conducted in an environmentally sound way to 
eliminate or minimize the potential impacts identified in the EIA. Impacts during construction of 
the overhead power transmission lines and reconstruction of the Astana substation were 
temporary, and short-term in nature, and therefore did not have negative impacts on air, water, 
and noise. AEDC strictly controlled compliance and the contractor was responsible for any 
noncompliance. 

(i) Construction of 110- kilovolt double circuit overhead transmission line CHP2–
Promzona–Gorodskaya. AEDC and the contractor complied with the requirements to 
have an approved work plan by concerned government department during construction to 
ensure that specific safety measures were implemented. Also, the works, as was 
obligatory, were carried out in compliance with the Power System Safety Standards 
(approved by Resolution of the Government of Kazakhstan No. 1509 dated 29 November 
2012). The works were executed within an industrial zone located far from residential 
areas and other buildings, and construction took place during daytime to avoid high noise 

 
2  The Department of Architecture and Urban Planning of Astana City issued on 14 March 2016 a permit for execution 

of investigation, engineer survey works, and design of objects at land sites from CHP-2 to Gorodskaya and Promzona 
substations. On 13 April 2016, the department issued architectural and planning assignment No. 7848 for designing 
of double- circuit 110 kV overhead transmission line CHP-2–Promzona–Gorodskaya as the basis for designing and 
construction of the 110 kV overhead transmission line. 
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and vibrations. Gasoline, solvents, and other flammable materials required for work were 
kept in a special room or in an iron box. For road crossings and excavation work areas, 
these areas were fenced off and warning signs were installed and portable bridges built 
to traverse the trenches and prevent accidents. Waste was kept at designated areas and 
disposed of by third-party contractor. The project contractor complied with all required 
construction norms and regulations of AEDC and government. AEDC executed periodic 
control by means of technical supervision with land visits and regular checks for 
compliance with legislation (labor, employment, health, safety, etc.). For labor compliance, 
the company executed random checks during construction. 

(ii) Operation of power overhead transmission lines. During operation, security and 
protective zones are demarcated on both sites (i.e. 20 meters) of the power transmission 
lines. No permanent sources of air pollutant emissions were identified and all waste was 
collected and temporarily stored before being collected and disposed of by a third-party 
contractor.   

(iii) Reconstruction of Astana substation and maintenance activities. Reconstruction of 
the 110/10 kV Astana substation included the following: (i) purchase and installation of 
two units of new transformers of 63 megavolt ampere (MVA) capacity to replace the aging 
40-megawatt transformers; (ii) replacement of 10 kV feeder and section cubicles, 
protection panels, and fire alarm system; and (iii) execution of exterior and interior finish 
of the building. The installation works of the new transformers were completed in 
November 2014. It was also confirmed in the 2017 annual environmental and social 
performance report that the works (ii) and (iii) were completed, but no dates of completion 
were indicated. During the replacement of the old transformers, the assigned technical 
staff were trained on labor protection and safety and on environment protection. During 
substation operation, noise and vibration impacts on residences and other buildings are 
negligible because noise-protecting barriers and soundproof equipment were installed. In 
case any of the transformers leak oil, the company provides oil collector and oil pick-up 
facilities to prevent pollution of ground or soil. Inspections and reports on breakdown of 
equipment or electrical apparatus are recorded; this exercise is done once every quarter 
as part of maintenance procedures. About 10 AEDC employees are involved in technical 
servicing of the Astana substation; these employees are well-trained, knowledgeable, and 
capable of implementing the applicable environmental laws, norms, and rules of the 
Republic of Kazakhstan. For the reporting period (2017), there were no registered 
accidents, damage, or trauma. 

 
7. Environment, health, and safety staff capacity and international standards of 
accreditation. In November 2014, AEDC created an Environmental Protection Sector under the 
Service on Security and Labor Safety wherein the following experts were employed: (i) Head of 
Environmental Protection Sector (Lugovenko O.V.), and (ii) Senior Engineer (Kubayeva D.R.). 
Both experts are both women. In May 2015, Ganol G.N. (also a woman) was appointed to the 
position of Head of Service on Security and Labor Safety, and at the same time was designated 
the environment, social, health, and safety manager. These experts are responsible for ESMS 
implementation, monitoring and reporting of EHS performance, and compliance with applicable 
laws, acts, and regulations. They have the qualifications, experience, and certifications—e.g. 
certified International Organization for Standardization (ISO) internal auditor, certified health and 
labor safety officer—to perform their roles and responsibilities. AEDC annually prepares and 
submits a statistical report on environmental protection costs and a report on air protection to the 
Department of Statistics of Tselinograd District, Akmola Province. Meanwhile, local branches of 
AEDC provide quarterly reports on environmental activities and environmental issues signed by 
the head of the branch. 
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8. In June 2017, in preparation for ISO accreditation, AEDC employees involved in 
environmental protection attended an introductory seminar on compliance with the requirements 
of (i) ISO 9001:2015 Quality Management Systems (QMS), (ii) ISO 14001:2015 Environmental 
Management System (EMS), and (iii) Occupational Health and Safety Assessment Series 
(OHSAS) 18001:2017 Professional Safety and Health management systems. In May 2018, AEDC 
successfully passed a certification audit and TUV Rheinland (Germany), the certification body, 
granted certificates of conformity to ISO 9001:2015 QMS, ISO 14001:2015 EMS, and OHSAS 
18001:2007 Occupational Health and Safety Management System.  
 
9. Conclusion. Based on the review of available documents and records such as the ESIA, 
ESMP, and semi-annual environmental and social monitoring reports (ESMRs), it was confirmed 
by this review that the project has generally complied with AEDC’s ESMS; ADB’s Safeguard 
Policy Statement; international EHS standards and regulations; and legislation acts, rules, and 
regulations of the Republic of Kazakhstan. AEDC has fully implemented the ESMP to mitigate 
and control environmental and social impacts related to occupational and community health and 
safety aspects during operation. AEDC employees involved in operation and maintenance are 
well-trained and possessed the knowledge to implement applicable environmental laws, 
construction and operation norms, in accordance with the rules of the Republic of Kazakhstan. 
For the reporting period (2017), no accidents, damage, or trauma were registered. AEDC has 
also demonstrated its commitment to attain the highest level of EHS management by offering 
OHS training to staff in industrial safety and compliance with ISO requirements. Overall, the 
project’s environmental, health, and safety performance is satisfactory.  
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SOCIAL IMPACT 
 

A. Project Overview 
 

1. The project consisted of (i) a $25 million loan to Akmola Electricity Distribution Company 
(AEDC) to help fund its $69.5 million modernization and expansion project, and (ii) a $15 million 
loan to Central-Asian Electric Power Corporation (CAEPCO) to support financing of its acquisition 
of 48.41% of AEDC equity (making AEDC wholly owned by CAEPCO).1 The modernization plans 
involved (i) repair and construction of substations, buildings and structures, and distribution lines; 
(ii) acquisition and installation of general construction equipment, software, and monitoring 
devices; and (iii) implementation of safety measures. These were developed over three phases 
of work (subprojects): (i) reconstruction of the Astana substation and the installation of automated 
accounting systems for commercial and domestic power consumption; (ii) construction of 3.998 
kilometers (km) of 110-kilovolt (kV) overhead transmission line between CHP2 and Promzona; 
and (iii) construction of 4.99 km of 110 kV transmission line between Promzona and Gorodskaya, 
including rerouting of 4.319 km of the transmission line.   
 
2. The project was classified category B for involuntary resettlement and category C for 
indigenous peoples. The project was categorized B for involuntary resettlement because of a lack 
of definition of the transmission line alignment and unknown potential impacts on third-party land-
owners and users. AEDC adopted an environmental and social management system (ESMS) to 
ensure that adequate screening, categorization, and planning mechanisms were in place to 
manage any involuntary resettlement impacts. Overall, AEDC E&S reporting confirmed that all 
subprojects have been categorized as C for IR as a result of them being undertaken either on 
lands already leased to AEDC or developed on existing municipality owned Right of Way (RoW) 
alignments and other government-owned land. At project appraisal it was assessed that no ethnic 
minorities or indigenous peoples would be affected by the project because potential impacts were 
confined to areas where non-Kazakh populations had integrated with the majority Kazakh culture. 
The project was categorized no gender elements. Because of coronavirus disease (COVID-19) 
travel restrictions, social safeguard due diligence for the extended annual review report (XARR) 
was conducted remotely by the PSTS safeguards team from April to November 2020.  

 
B. Review Findings 

 
1. Social safeguards  

3. AEDC categorized subproject 1 as C for both involuntary resettlement and indigenous 
peoples based on its assessment that all activities were on existing AEDC leased land and were 
being undertaken within a nonresidential industrial zone. The Astana substation is located in 
northeast Astana on a 13,523 square meter plot of land leased to AEDC by the government for 
49 years. 
 
4. AEDC confirmed that no additional land was required for the project and that all activities 
were undertaken on the existing substation site. Formal government documentation regarding 
AEDC’s land use rights for the substation was provided to ADB as evidence. AEDC undertook an 
environmental assessment and developed an environmental and social management plan (ESMP) 
and submitted both to ADB for clearance.  
 

 
1 ADB. Republic of Kazakhstan: Akmola Electricity Distribution Network Modernization and Expansion Project.   

https://www.adb.org/projects/46933-014/main
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5. At the initial stages of subproject development, subprojects 2 and 3 were screened and 
categorized as category C for both involuntary resettlement and indigenous peoples by AEDC. 
Environmental assessments were developed for the subprojects to identify environmental and 
social impacts associated with the development of the transmission lines. Alignment of the 
transmission line alignment was undertaken in concert with municipal authorities and the right to 
land use for the lines was granted on an initial temporary basis by the Astana municipality (until 
June 2020), to be extended for 49 years. The alignments are in industrial zones where there are 
no residential structures. Alignments are within municipal-owned land including existing rights-of-
way and existing roadways. During XARR due diligence, AEDC confirmed that no land acquisition 
was required other than right-of-way access, which was granted by the municipal authorities, and 
that no residential or privately owned properties were affected. AEDC has provided official 
government documentation formalizing land access for the specific purpose of development and 
operation of the transmission lines and lease from the municipality to AEDC. AEDC confirmed 
that there were no complaints from third parties regarding land acquisition associated with the 
subprojects. 

 
6. AEDC screened the three subprojects for indigenous peoples’ presence and impacts, 
utilizing the definition of indigenous peoples in ADB’s Safeguard Policy Statement (2009), and 
categorized all subprojects as C for indigenous peoples. This accords with the due diligence 
findings during project processing. The Project Environmental Impact Assessment (EIA) states 
that, in Astana, Kazakhs make up the largest part of the resident population (74.3%), followed by 
Russians (16.2%); both figures roughly correspond to national ethnicity figures. Ukrainians (1.7%) 
and other nationalities (7.8%) make up the balance.2 All ethnicities are fully integrated into Kazakh 
society and are therefore not considered indigenous peoples as per ADB’s Safeguard Policy 
Statement.  
 
7. Environmental and social reporting for the subprojects provided high-level progress 
reports concerning development and progress against the ESMP and confirmation of 
categorization. The substation and transmission lines were reported to be fully operational at the 
time of the XARR with no residual social impacts. 
 

2. Other Social Dimensions  

8. The development in 2014 of the ADB-required ESMS and associated requirement to 
adequately resource its implementation resulted in AEDC creating a Department of Environmental 
Protection, staffed by three newly recruited employees. Development of the Astana substation 
involved 12 contractor personnel (nine male; three female) and operations require maintenance 
by 10 AEDC employees (eight male; two female). Development of the transmission lines involved 
46 contractor personnel (45 male; one female). AEDC confirmed in its regular reporting to ADB 
that it is legally compliant with government labor laws. Requirements include provision of equal 
opportunities, fair treatment, and non-discrimination in relation to recruitment; the prohibition of 
any form of discrimination against women during recruitment; and ensuring equal working 
conditions for equal pay for men and women. The right to collective bargaining and association is 
upheld by AEDC with its employees and the Trade Union in a Collective Agreement that reflects 
the rights and obligations of the parties and covers issues related to the issuance of wages, social 
benefits, expansion and reduction of staff, labor safety, and health care. Additional labor 
safeguards include AEDC’s provision of insurance for employees against accidents in the 

 
2  LLP Titeco. Section ‘Environmental Protection’ (EIA Stage III): ‘110Kv Underground Power Cable from CHP-2 

Substation to Astana Substation with entries to Promzona and Gorodskaya Substations, Phase 1’, for JSC Akmola 
Electricity Distribution Company. Unpublished. 
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performance of their official duties in accordance with the legislation of the Republic of 
Kazakhstan “On Compulsory Social Insurance.” Contractors were required to confirm their 
adherence to national labor laws prior to contract agreement and, during subproject 
implementation, AEDC reported that its Environmental Protection Department and  Occupational 
Safety and Health Service undertake regular visits to subproject sites to monitor contractor 
adherence to national labor standards. Kazakhstan has ratified and put into force the fundamental 
conventions of the International Labour Organization (ILO) regarding labor, and in adhering to 
these laws, AEDC is implementing the ILO Core Labor Standards as required in the ADB Social 
Protection Strategy 2001.3  
 
9. AEDC has created a Complaints Resolution Commission, which includes an equal number 
of trade union representatives and representatives of the AEDC administration. This commission 
deals with complaints and disagreements related to labor relations and worker complaints and 
grievances. While AEDC does receive complaints from workers, it reports that these are dealt 
with orally in an amicable manner and therefore do not result in formal submission. Employees 
are informed of the complaints mechanism and process as part of employee induction. 
Consequently, AEDC affirmed that it has not recorded any employee grievances regarding 
working standards and/or conditions. AEDC also confirmed that no large scale (>100 staff) 
retrenchment was undertaken during the reporting period. 
 
10. AEDC undertook stakeholder engagement before the start of work on the reconstruction 
of the 110/10 kV Astana substation through two public consultation sessions in 2014. AEDC also 
undertook two public consultation sessions to disclose the environmental impact assessment 
(EIA) for the construction of the 110 kV transmission line (CHP2–Promzona–Gorodskaya). 
Information provided by AEDC (particularly photographic evidence within the EIA) regarding the 
consultation sessions suggests that various stakeholders were present. Information 
announcements about the public consultations were published in the Iz ruk v ruki newspaper and 
on AEDC’s corporate website. 
 
11. There are several avenues for third parties affected by subproject activities, including 
clients, customers and stakeholders, to air grievances. They can do so through a hotline, 
registering online via the company’s website, or by writing the corporate office. The Public 
Relations Department manages such grievances. In addition, for subproject activities, the EIA 
detailed that a grassroots mechanism was also available and communicated to stakeholders and 
involved direct access to the site supervisor, in addition to those avenues via the company. AEDC 
confirms that its grievance resolution process accords with Kazakhstan’s 2007 law (No. 221-III-
ZRK "On the Procedure for Considering Appeals of Individuals and Legal Entities”) which requires 
that all appeals received by AEDC should be considered within 15 calendar days provided that 
no additional information or visits to facilities are required. AEDC confirmed that while some 
complaints were registered in relation to power outages, it recorded no environment-, social-, or 
labor-related grievances pertaining to subproject construction. A formal and clearly documented 
grievance process to address external complaints was not shared with ADB for review during 
XARR due diligence, and it is therefore unclear if there is a consolidated understanding of the 
process and requirements within the organization.  
 
C. Conclusions and Recommendations 

 
12. AEDC’s occupation of the land for the reconstruction of the Astana substation preceded 
ADB’s investment and no additional land was required for the subprojects. Varying from ADB’s 

 
3 ADB. 2001. Social Protection Strategy. Manila. 
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IR B categorization for potential land acquisition at project appraisal, land-related impacts 
associated with the development of the transmission lines were screened by AEDC during project 
implementation and classified as category C due to the absence of any impacts that would trigger 
involuntary displacement. AEDC’s E&S reports submitted to ADB include confirmation that the 
Astana municipality granted access to the land. Official documentation regarding AEDC’s access 
to project land has been shared with ADB. Desk-based XARR due diligence, which focused on 
confirmation statements from AEDC regarding the absence of involuntary resettlement impacts 
associated with the subprojects, concluded that there were no remaining issues related to land. 
Specific documentation regarding the municipality’s granting of access to land should be provided 
on a timely basis to substantiate AEDC’s semi-annual E&S report statements concerning access 
to land and subproject involuntary resettlement categorization. No indigenous peoples were 
affected by the three subprojects. ADB should follow up more regularly on issues related to land 
acquisition and lease during implementation of projects.  
 
13. The company aligns its human resource policy with the 2015 Kazakhstan Labour Code, 
which is compliant with the ILO Core Labor Standards. The grievance redress mechanism for 
stakeholders should be enhanced by ensuring that a documented procedure is made available 
for the public relations department to process complaints systematically and consistently. It is 
unclear whether employees are aware are of the internal complaints mechanism; the process of 
publicizing and raising awareness of the mechanism should be improved. While AEDC has a 
satisfactory record of submitting E&S performance reports to ADB, these reports often lack 
sufficient detail to properly monitor performance or identify specific areas for performance 
enhancement. Additional measures to support AEDC to review its ESMS (particularly the 
screening and categorization processes) and reporting at regular intervals would increase 
company awareness of project impacts and overall E&S performance. The project’s social 
performance is satisfactory as it complied with ADB requirements regarding involuntary 
resettlement and indigenous peoples, adhered to the national labor code and ILO Core Labor 
Standards, and registered no social-related grievances or legal cases via its worker or community 
grievance redress mechanisms. 

 


