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I. INTRODUCTION 
 
1. This is an eligible transaction under the Faster Approach to Small Nonsovereign 
Transactions (FAST) framework.1 The transaction involves a loan of up to $12,000,000 equivalent 
in tenge to Baikonyr Solar Limited Liability Partnership (Baikonyr Solar LLP) for the Baikonyr Solar 
Power Project in Kazakhstan. 
 
2. The loan will provide long-term local currency financing not readily available in Kazakhstan 
market to support the development of an early-stage solar power sector in the country, and help 
replace imports of electricity in power-deficient southern Kazakhstan with indigenous renewable 
sources. 
 

II. THE PROJECT 
 
A. Project Identification and Description 
 
3. Project identification. The Kazakhstan electricity sector is largely privatized and 
unbundled into generation, transmission, and distribution systems, and power traders. There is 
competition in the electricity generation as Kazakhstan operates a wholesale market and tariffs 
are deregulated, and the government has retained price regulation in “socially significant” 
segments.2 However, the big challenge is the reliance of the electricity sector on coal-fired plants. 
As of 1 January 2017, the total installed generation capacity of Kazakhstan was 21.0 gigawatts, 
with available capacity of 18.7 gigawatts. Of the electricity generated, 79.4% was from coal-fired 
plants, 12.3% was from hydro power plants, 7.9% from gas, and 0.4% from solar and wind 
sources.3 There are 118 power plants with different forms of ownership, both private and state 
controlled. The government classifies the most important assets (large thermal power plants and 
hydro power plants) as power plants of national importance. While some investments in upgrades 
have been made over the years, about 70% of installed capacity is considered technically 
obsolete.4 There is still a significant shortage of electricity supply, especially in the southern region 
of Kazakhstan. The entire electricity sector in Kazakhstan needs significant investments to 
rehabilitate the outdated assets and expand the capacity.5 In 2013, Kazakhstan adopted the 
ambitious Concept for Transition of the Republic of Kazakhstan to a Green Economy, aiming to 
increase the share of renewable energy in electricity generation to 50% by 2050.6 
 
4. Project identification has been the result of the strong working relationship that the Asian 
Development Bank (ADB) has with the European Bank for Reconstruction and Development 
(EBRD) in Kazakhstan. The EBRD has been extremely active in Kazakhstan renewables both on 
the policy as well as on the investment side, having successfully financed several solar and wind 
projects. ADB was invited by the EBRD to support the project, given that this is the EBRD’s third 
project with the same client in the solar power sector industry in Kazakhstan, and as ADB has the 
capacity to raise the local currency needed to finance renewable energy projects with tariffs 
denominated in local currency. 

                                                
1 Asian Development Bank (ADB) 2015. Faster Approach to Small Nonsovereign Transactions. Manila. 
2  Therefore, affordability for consumers and cost recovery are well addressed and balanced. 
3 Kazakhstan Operator of Electric Power and Capacity Market. 2016. Annual Report. Astana. 
4 Sector Overview (accessible from the list of linked documents in Appendix 2). 
5 According to World Bank 2017 estimates, the power system requires $42 billion of capital investments by 2030. 

World Bank. 2017. Stuck in Transition: Reform Experiences and Challenges Ahead in The Kazakhstan Power Sector. 
Washington, DC. 

6 Government of Kazakhstan. 2013. Concept for Transition of the Republic of Kazakhstan to a Green Economy. 
Astana. 
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5. Project design. The project comprises the design, construction, commissioning, and 
operations and maintenance (O&M) of a 50 megawatt (MW) (direct current) ground-mounted solar 
power plant (along with associated infrastructure) and integration into the grid for further electricity 
sale per a fixed tariff. The project site is located in southern Kazakhstan (135 kilometers from the 
border with Uzbekistan) approximately 30 kilometers east of the city of Kyzylorda in the Kyzylorda 
oblast (region) and will cover 150 hectares (confidential information redacted). 
 
6. Power from the project will be sold under a 15-year power purchase agreement (PPA) 
which was executed on 29 December 2016 between Baikonyr Solar LLP and the Financial 
Settlement Centre for Support to Renewable Energy Sources LLP (FSC). All electric power 
produced by the project will be purchased by the FSC, a limited liability partnership created in 
2013 and 100% owned by the Kazakhstan Electricity Grid Operating Company Joint Stock 
Company (KEGOC) for the promotion of renewable power sources in Kazakhstan. The prevailing 
fixed tariff rate for power produced from solar energy is T34.61 per kilowatt-hour less value-added 
tax, indexed annually and adjusted for inflation. Foreign exchange adjustment occurs in case of 
at least a 25% devaluation of the tenge against the United States dollar on an annual basis.7 After 
15 years of commercial operations, Baikonyr Solar LLP can either negotiate a new tariff under 
the PPA or sell electricity to the market. However, there will be no transfer of assets after the 
expiration of the PPA (confidential information redacted). 
 
7. (Confidential information redacted). 
 
8. Borrower and sponsors. The borrower is Baikonyr Solar LLP, a special-purpose vehicle 
incorporated in Kazakhstan (confidential information redacted). 
 
9. (Confidential information redacted). 
 
10. (Confidential information redacted). 
 
11. Integrity and enhanced tax integrity due diligence were conducted.8 ADB’s review of the 
relevant entities do not give ADB cause to believe that such entities have been established, or 
are being used for money laundering or terrorism financing in the jurisdiction involved in the 
project, nor does it give ADB cause to believe that the transaction is being used for cross-border 
tax evasion. The results of integrity and tax due diligence are set out in the integrity disclosure 
document.9  
 
B. Development Impacts, Outcome, and Outputs 
 
12. The project is aligned with Strategy Kazakhstan–2050 which targets an increased 
renewable electricity supply.10 The project will also reduce carbon dioxide emissions and help 

                                                
7 Government of Kazakhstan, Ministry of Justice, Republican Center of Legal Information. 2017. On Introduction of 

Amendments and Additions to Certain Legislative Acts of the Republic of Kazakhstan on Electricity. Astana 
http://adilet.zan.kz/rus/docs/Z1700000089.  

8 ADB. 2003. Enhancing the Asian Development Bank’s Role in Combating Money Laundering and the Financing of 
Terrorism. Manila; ADB. 2016. Anticorruption Policy: Enhancing the Role of the Asia Development Bank in Relation 
to Tax Integrity. Manila. Further information is provided in the Integrity and Tax Due Diligence Disclosure (accessible 
from the list of linked documents in Appendix 2). 

9 Further information is provided in the Integrity and Tax Due Diligence Disclosure (accessible from the list of linked 
documents in Appendix 2). 

10 Government of Kazakhstan. 2013. Concept for Transition of the Republic of Kazakhstan to Green Economy. Astana 
(30 May). Strategy Kazakhstan–2050 targets that electricity production from alternative sources (solar, wind, hydro, 

http://adilet.zan.kz/rus/docs/Z1700000089
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Kazakhstan fulfill its nationally determined contribution to the Paris Agreement (15% below 1990 
levels by 2030). The project outcome will be additional solar power to satisfy the increasing 
electricity demand and the avoidance of carbon dioxide emissions. The output of the project is 
that 50 MW peak (nominal power) of solar power parks are installed and operated by the private 
sector. The construction and operation of the solar parks will also generate employment for the 
local community and stimulate the local and national economy. 
 
C. Alignment with ADB Strategy and Operations 

 
13. Consistency with ADB strategy and country strategy. The project is consistent with 
ADB’s Midterm Review of Strategy 2020, which identifies environment and climate change and 
infrastructure development as two of the four strategic priorities to sharpen the focus of ADB 
operations.11 ADB’s support for the project is in line with its country partnership strategy for 
Kazakhstan, 2017–2021,12 fostering sustainable green growth in response to climate change by 
promoting the use of renewable energy sources, and supporting private sector operations in clean 
and renewable energy. 
 
14. Consistency with sector strategy and relevant ADB operations. ADB’s Energy Policy 
emphasizes investments in renewable energy projects, private sector participation, and wider 
access to energy. 13  The project complements the recently approved Samruk-Energy 
Restructuring and Transformation Project with its strong focus on developing a renewable energy 
pipeline in the country.14 This ADB loan will be counted as climate financing and will help achieve 
ADB’s annual climate finance target of $6 billion by 2020. 
 
D. Project Cost and Financing Plan  
 
15. (Confidential information redacted).   
 
E. Implementation Arrangements 
 
16. (Confidential information redacted).    
 
F. Projected Financial and Economic Performance 
 
17.  (Confidential information redacted).   
 

III. THE ADB ASSISTANCE 
 
A. The Assistance 
 
18. ADB’s proposed assistance comprises a limited recourse financing with a typical security 
package of up to $12,000,000 in tenge equivalent to Baikonyr Solar LLP from ADB’s ordinary 
capital resources, with a tenor of up to 14 years. 

                                                
and nuclear) shall provide a share of not less than 3% by 2020, 30% by 2030, and 50% by 2050. By 2030, solar 
power plants with a minimum capacity of 500 MW shall be installed. 

11 ADB. 2014. Midterm Review of Strategy 2020: Meeting the Challenges of a Transforming Asia and Pacific. Manila. 
12 ADB. 2017. Country Partnership Strategy: Kazakhstan, 2017–2021—Promoting Economic Diversification, Inclusive 

Development, and Sustainable Growth. Manila. 
13 ADB. 2009. Energy Policy. Manila. 
14 ADB. 2017. Report and Recommendation of the President to the Board of Directors: Proposed Samruk-Energy 

Restructuring and Transformation Project. Manila. 
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B. Value Added by ADB Assistance 
 
19. Commercial electricity production based on renewable energy remains a challenge in 
Kazakhstan, largely because of lack of clear support mechanisms. Many projects are unable to 
achieve financial close. ADB’s proposed assistance will have a demonstration effect on 
developers and sponsors, thereby showing the viability of solar power projects in a country with 
an emerging solar power sector. 
 
20. The project’s viability depends on its ability to amortize its high up-front capital costs over 
a long period. The longer repayment profile of the ADB loan is necessary for the project to achieve 
sound debt service coverage levels over the life of the project. 
 
21 The project will strengthen the momentum towards long-term local currency financing of 
renewable energy assets. Successful implementation of the project will foster increased 
confidence among investors and lenders, and promote further private sector investment in 
renewable energy and power. 
 
22. Kazakhstan is only using a fraction of its renewable energy potential. The project will 
validate the fact that renewable energy is viable and competitive. Kazakhstan’s intended 
nationally determined contribution to the United Nations Framework Convention on Climate 
Change are not ambitious. The project will showcase the advantages and the viability of 
renewable energy and will, therefore, encourage the government to adopt more ambitious targets 
for renewable energy and climate change mitigation. Consequently, the project will help contribute 
to a less carbon-intensive growth path for Kazakhstan and help replace imports of electricity in 
southern Kazakhstan, while making electricity provision more self-sufficient. 
 
C. Risks 

 
23. (Confidential information redacted).   
 
24.  (Confidential information redacted).   
 
25. (Confidential information redacted).   
 
26. (Confidential information redacted).   
 
27. (Confidential information redacted).   
 
28. (Confidential information redacted).   
 
29. (Confidential information redacted).   
 
30. (Confidential information redacted).   
 
31. (Confidential information redacted).   
 
32. (Confidential information redacted).   
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IV. POLICY COMPLIANCE 
 
A. Safeguards and Social Dimensions 
 
33. In compliance with ADB’s Safeguard Policy Statement (2009), the project is classified 
category B for environment and category C for both involuntary resettlement and indigenous 
peoples. The borrower will be required to submit an annual safeguards and social monitoring 
report that will include information on the project’s environment and social aspects, including 
management of labor according to national and international core labor standards. The 
institutional capacity and commitment of Baikonyr Solar LLP to manage the project’s social and 
environmental impacts are deemed adequate. 
 
34.  An initial environmental examination report has been prepared by an independent 
consultant. The anticipated environmental impacts (noise, vibration, dust, waste generation, 
ground contamination, and soil erosion) are generally associated with construction work. These 
impacts are generally site specific and short term and can be effectively managed by 
implementing good engineering, construction, and housekeeping practices as well as preventive 
and control measures reflected in the World Bank Group’s Environmental, Health, and Safety 
General Guidelines, and laid out in the site-specific environmental management plans. 
 
35. Occupational health and safety risks will be mitigated through the development of a health 
and safety plan that will include routine training, monitoring, and provision of personal protective 
equipment. Environmental and occupational health and safety provisions, consistent with ADB’s 
Safeguard Policy Statement requirements, will be incorporated into the contractor agreements. 
 
36. The project will not cause involuntary resettlement and will not impact indigenous peoples. 
The proposed solar power project will be built on a 150-hectare state reserve land site. The land 
is not allocated to or used by any entity and does not contain crops, trees, buildings, or cultural 
and archaeological objects. The social compliance audit was prepared and disclosed as a part of 
the project’s due diligence. 
 
37. (Confidential information redacted). 
 

38. The proposed solar power project site is in Sulutobe village. People in this village are 
Kazakhs, and there is only one Russian family, which is fully integrated into the community. The 
project will not have impacts on sociocultural groups who may be considered as indigenous 
peoples as per ADB’s Safeguard Policy Statement. 
 

39. The project is categorized as having no gender element. There is limited opportunity to 
incorporate gender measures in the project design. On labor, during the construction period about 
200 assemblers, installers, and office and service staff will be needed. During operation, six 
specialists will maintain the power plant and two guards will be engaged. Baikonyr Solar LLP will 
comply with national labor laws and, pursuant to ADB’s Social Protection Strategy (2001), will 
take measures to comply with the internationally recognized core labor standards.15 Baikonyr 
Solar LLP will report regularly to ADB on (i) its compliance and that of its contractors with such 
laws, and (ii) the measures taken. The project will be implemented in accordance with applicable 
laws and regulations and ADB’s Safeguard Policy Statement and disclosure requirements. 
 

                                                
15 ADB. 2003. Social Protection. Manila (adopted in 2001). 
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B. Anticorruption Policy 
 

40. Baikonyr Solar LLP was advised of ADB’s policy of implementing best international 
practice relating to combating corruption, money laundering, and the financing of terrorism. ADB 
will ensure that the investment documentation includes appropriate provisions prohibiting 
corruption, money laundering, and the financing of terrorism, and remedies for ADB in the event 
of noncompliance. 
 

C. Investment Limitations  
 

41. The proposed loan is within the medium-term, country, industry, group, and single 
exposure limits for nonsovereign investments. 
 

D. Assurances 
 

42. Consistent with the Agreement Establishing the Asian Development Bank (the Charter),16 
ADB will proceed with the assistance upon establishing that the Government of Kazakhstan has 
no objection to the assistance to Baikonyr Solar LLP. ADB will enter into suitable finance 
documentation, in form and substance satisfactory to ADB. 
 

V. THE PRESIDENT’S DECISION 
 
43. The President, acting under the authority delegated by the Board, has approved the loan 
of up to $12,000,000 equivalent in tenge from the ordinary capital resources of the Asian 
Development Bank (ADB) to Baikonyr Solar Limited Liability Partnership for the Baikonyr Solar 
Power Project in Kazakhstan, and hereby reports this action to the Board. 
 
10 May 2018

                                                
16 ADB. 1966. Agreement Establishing the Asian Development Bank. Manila. 
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DESIGN AND MONITORING FRAMEWORK 
 

 

Impacts the Project is Aligned with 
 
Strategy Kazakhstan–2050, which targets that electricity production shall come from alternative sources 
(solar, wind, hydro, and nuclear) with a share of not less than 3% by 2020, 30% by 2030, and 50% by 
2050; and that СО2 emissions from electricity production shall be back at the level of 2012 by 2020, and 
will be further reduced by 15% by 2030 and by 40% by 2050. By 2030, solar power plants with a capacity 
of at least 500 MW shall be installed.a 
Kazakhstan’s nationally determined contribution to the Paris Agreement with the unconditional target to 
reduce greenhouse gas emissions by 15% below 1990 levels by 2030 

Results Chain 
Performance Indicators with 

Targets and Baselines 

Data Sources and 

Reporting 
Mechanisms Risks 

Outcome 
The electrical power 
generation of the 
project contributed in a 
sustainable way to 
satisfy the growing 
electricity demand. 

 

By 2019: 
a. Electricity generated and 
delivered increased to 73 
gigawatt-hours per year (2018 
baseline: 0) 
 
b. Annual amount of 40,800 
tons of CO2 equivalent 
emissions avoidance 
achieved (Baseline: 0) 
 

 
a–e. Baikonyr Solar 
LLP’s annual 
monitoring report 

 
Changes in 
regulatory 
environment or 
power purchasing 
agreement 
 
Climate/weather 
risk 

 c. Project continues to 
operate for the duration of the 
power purchase agreement 
(2018 baseline: not yet 
operational) 
 
d. Number of jobs provided 
during operation is at least 30, 
with at least 5% for women 
(2018 baseline: 0) 
 

  

 e. Annual domestic purchase 
of goods and services is more 
than $0.5 million during 
operation (2018 baseline: 0) 

  

Outputs By 2019:   
1. Solar park is 
installed 
 

1. Solar power generation 
capacity is increased by 50 
megawatt peak (nominal 
power) 
 

1–3. Baikonyr Solar 
LLP’s annual 
monitoring report 

Construction delays 
because of force 
majeure events 

2. Local employment 
generated 
 

2. Number of jobs provided 
during construction phase 
amounts to at least 150 
(Baseline: Not applicable) 
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3. Growth of local and 
national economy 
supported 

3a. Total payments to 
government provided during 
construction at least $1.0 
million (2018 baseline: Not 
applicable)  
 
3b. Total domestic purchases 
during construction at least 
$8.0 million (2018 baseline: 
Not applicable) 

  

Key Activities with Milestones 

Outputs 1–3. 

1. Execute ADB loan agreement with client by May 2018. 
2. Commence construction of solar power plant by April 2018. 
3. Commission power plant by December 2018. 

Inputs 
(Confidential information redacted) 

Assumptions for Partner Financing 
Not applicable 
ADB = Asian Development Bank, CO2 = carbon dioxide, EBRD = European Bank for Reconstruction and 
Development, LLP = limited liability partnership. 
a Government of Kazakhstan. 2013. Concept for Transition of the Republic of Kazakhstan to Green Economy. 

Astana (30 May). . 

Source: Asian Development Bank. 
 

http://www.iea.org/media/pams/kazakhstan/Green_Concept_En.pdf
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