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THIS ACTION IS FUNDED BY THE EUROPEAN UNION

ANNEX

of Commission Implementing Decision on the financing of the annual action plan in favour of

Tajikistan for 2021

Action Document for Sustainable Energy Support Programme in Tajikistan

ANNUAL PLAN

The document constitutes the annual programme in the sense of Article 110(2) of the Financial Regulation,
and action plans in the sense of Article 23(2) of NDICI-Global Europe Regulation.

1. SYNOPSIS

1.1. Action Summary Table

1. Title

CRIS/OPSYS
business
reference
Basic Act

Sustainable Energy Support Programme in Tajikistan

CRIS number: 2021/043-211

Financed under the Neighbourhood, Development and International Cooperation
Instrument (NDICI-Global Europe)

2. Team Europe
Initiative (TEI)

Yes — Part of the Regional TEI for Central Asia on Water, Energy and Climate Change

3. Zone The action shall be carried out in Central Asia, Republic of Tajikistan

benefiting from

the action

4. Programming | Multi-Annual Indicative Programme — EU Tajikistan 2021-2027

document

5. Link with PA 1 ‘Inclusive, Green and Digital Economy’ Industry_- DAC code 321: Specific
relevant MIP(s) | Obijective 2. Create a business environment conducive to the development of SMEs and
objectives/expect | innovation, focussing on selected sectors (digitalisation, agribusiness, tourism, creative
ed results industries);

PA3 ‘Natural resources management, efficiency and resilience’ - Energy - DAC code
230: Specific Objective 5. To increase energy efficiency, energy security and the use of
renewable energy;

PRIORITY AREAS AND SECTOR INFORMATION

6. Priority
Area(s), sectors

PA 1 ‘Inclusive, Green and Digital Economy’ Indicative Sector: Industry (DAC
code321), PA 3 “Natural resources management, efficiency and resilience’ Indicative
Sector: Energy (DAC code 230) Indicative Sector: Water Supply and Sanitation (DAC
code 140)
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7. Sustainable
Development
Goals (SDGs)

Main SDG: SDG 7 Ensure access to affordable, reliable, sustainable and modern
energy for all

Other significant SDGs: SDG 6 Ensure availability and sustainable management of
water and sanitation for all, SDG 13 Take urgent action to combat climate change and
its impacts, SDG 5 Gender Equality

8 a) DAC code(s)

DAC code 321 — Industry 30%
DAC code 230 — Energy 70%

8 b) Main Recipient Government — 12000
Delivery International NGO - 21000
Channel@
9. Targets O Migration
Climate
Social inclusion and Human Development
Gender
O Biodiversity
O Education
Human Rights, Democracy and Governance
10. Markers General policy objective Not Significant | Principal
(from DAC targeted objective objective
form) Participation development/good governance | O O
Aid to environment O O
Gender equality and women’s and girl’s O O
empowerment
Trade development O O
Reproductive, maternal, new-born and child n O
health
Disaster Risk Reduction O O
Inclusion of persons with Disabilities O O
Nutrition O O
RI1O Convention markers Not Significant | Principal
targeted objective objective
Biological diversity O O
Combat desertification O O
Climate change mitigation O O
Climate change adaptation O O
Policy objectives Not Significant | Principal
targeted objective objective
11. Internal Digitalisation O m m
markers and Tags: digital connectivity 0 ] N
Tags: digital governance O O O
digital entrepreneurship 0 0 0
job creation 0 m
digital skills/literacy 0 O
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digital services
Connectivity
Tags: transport O | (|
people2people n O O
energy m ]
digital connectivity 0 0 O
Migration | O
Reduction of Inequalities O O
Covid-19 | O

BUDGET INFORMATION

12. Amounts Budget line: NDICI geographic pillar for Asia and the Pacific

concerned Total Estimated cost: 15 000 000

Total amount of EU budget contribution: 15 000 000
MANAGEMENT AND IMPLEMENTATION

13. Type of Direct management through:
financing! - Procurement
- Grants

1.2. Summary of the Action

The National Development Strategy (NDS) of the Republic of Tajikistan covering 2016-2030 aims to improve the
population’s living standards based on sustainable economic development through energy security and efficient use of
electricity, integrated management of water resources, productive employment and exit from connectivity limitations.

The Government of Tajikistan (GoT) plans to achieve the energy objectives through reduction of electricity consumption
by means of energy efficiency (EE) measures and diversification of the energy sources, including use of renewable
energy. An additional objective is to increase energy exports within the framework of an integrated regional grid.

The ongoing reform of the power sector of Tajikistan aims to create an open power market and facilitate power trade
with the neighbouring countries both inside and outside the Central Asian region, primarily with Uzbekistan,
Afghanistan and Pakistan. The National Electricity Company, Barki Tojik (BT) was split up into separate companies
responsible for generation, transmission and distribution in the end of 2019. However, the re-allocation of assets among
the newly created companies is still incomplete. This has in turn, delayed the introduction of targeted cost-reflective
tariffs.

The impact of poor quality and unequal power supply has been particularly severe on the poorest population groups,
mainly employed in agriculture and living in remote areas, affecting their food security and nutritional status and
lowering their living standards. Women, who make up a substantial part of the agricultural workforce and take the lead
role in household, energy, water, waste management and childcare, have borne the brunt of this. Especially, the shortage
of water and sanitation puts a particular burden on women and girls under 15 years of age as the primary collectors of
water and cleaners of the sanitation facilities in rural households.

Although they both come under the Ministry of Energy and Water Resources (MEWR), the power and water sectors do
not collaborate effectively to create a workable Water-Energy-Food Nexus? approach in strategic planning as a means
for power and water intensity reduction in the country’s economy.

L Art. 27 NDICI
2 Addressing the strong nexus between water, climate, energy and food is essential to achieve the objectives of the European Green Deal, which aims at
making the EU's economy sustainable by turning climate and environmental challenges into opportunities across all policy areas
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The promotion of EE and RE in the power sector is slow due to the lack of financing, caused mainly by low tariffs and
low revenue collection, underdeveloped institutional capacity and the absence of support mechanisms, and last, but not
least, a lack of awareness and knowledge in the industry, small and medium enterprises (SMEs) and the population in
general.

This Action aims to address these issues in the framework of the MIP-EU-Tajikistan 2021-2027. It will contribute to its
objectives, namely PA 1 ‘Green, Digital and Inclusive Economy’ — Business and other Services, including Digital and
Green Entrepreneurship, in particular Specific Objective 2. Create a business environment conducive to the
development of MSMESs and innovation, in selected sectors, with a particular focus on green economy and digitalisation;
PA3 ‘Natural resources management, efficiency and resilience’ - Energy generation, renewable sources, in particular
Specific Objective 5. To increase energy efficiency, security of Power Supply and Water Supply & Sanitation and
Specific Objective 6. To improve access to drinking water supply and sanitation, particularly in rural areas, water
productivity in irrigation and to achieve integrated water resources management.

The Action will contribute to the achievement of these objectives by providing expert advice and training to the MEWR,
with a view to supporting the creation of a transparent and fair electricity market, which will be attractive for the
deployment of RE projects through private sector participation, and able to cope with the requirements of an efficient
regional power market. This will in turn signal the creation of a strong Water-Energy-Food Nexus in Tajikistan through
the establishment of efficient interaction and improved coordination between stakeholders in the energy and water
sectors. Supporting activities will address the reduction of greenhouse gas emissions and improve climate change
mitigation (due to more efficient use of energy), promotion of investments in EE and RE in housing and industry,
sensitisation in favour of EE and RE measures, and ensuring fair and equal access for vulnerable groups and enhanced
gender equality. The Action also aims to create the conditions for investments in EE and RE be funded through the
EFSD+ regional envelope. This would in turn provide export opportunities for EU Green Tech companies in a barely
explored market where the EU is seen as a prestigious and strategical partner.

The objectives of the EU Green Deal?® for converting the EU into a modern, resource-efficient and competitive economy
are complemented by the leading role of the EU in international efforts to build inclusive and equitable partnerships to
reduce global poverty and support sustainable development. Delivering these objectives involves climate and
environment mainstreaming in a way that contributes to the Sustainable Development Goals (SDGs) and enabling
partner countries to increase financing and investment for just transitions, phasing-out finance for fossil fuels, promoting
gender equality and strengthening dialogue with civil society organisations (CSOs).

The action will contribute to the promotion of sustainable energy in Tajikistan and the achievement of SDG 7, as well
as SDGs 6 and 13. The Action is aligned with the EU Green Deal of December 2019 and the new European Consensus
for Development in terms of youth, gender equality, investment, good governance, democracy, the rule of law and
human rights, and mobilising domestic resources. Moreover, this action contributes to the EU Gender Action Plan (GAP)
I11* thematic areas “promoting economic and social rights and empowering girls and women” and “addressing the
challenges and harnessing the opportunities offered by the green transition” among others.

(https://ec.europa.eu/info/news/understanding-climate-water-energy-food-nexus-and-streamlining-water-related-policies-2021-mar-19_en).  However,
the proposed Action looks into interdependencies between water and energy in Tajikistan, thus the food sustainability issues will be improved indirectly
through more efficient consumption of water and power and as such, availability of more funds for food production and consumption.

3 COMMUNICATION FROM THE COMMISSION TO THE EUROPEAN PARLIAMENT, THE EUROPEAN COUNCIL, THE COUNCIL, THE
EUROPEAN ECONOMIC AND SOCIAL COMMITTEE AND THE COMMITTEE OF THE REGIONS The European Green Deal

4 JOINT COMMUNICATION TO THE EUROPEAN PARLIAMENT AND THE COUNCILEU GENDER ACTION PLAN (GAP) Il —AN
AMBITIOUS AGENDA FOR GENDER EQUALITY AND WOMEN’S EMPOWERMENT IN EU EXTERNAL ACTION
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2. RATIONALE

2.1 Context

Tajikistan is a low-income®, mountainous land-locked Central Asia country with a territory of 141.4 thousand square
kilometres®. It is constrained by increasing security concerns due to its common 1,300 km border with Afghanistan,
where the political is situation rapidly deteriorating, and various conflicts in Fergana Valley appearing as a result of
borders established during the Soviet era.

Tajikistan remains the poorest country in Central Asia’” with 40% of the population living below the poverty line and
one of the world’s most remittance-dependent® (around 28.6% of GDP in 2019). While the country reduced its monetary
poverty rate from 80% in the late nineties to around 27% today, it has been experiencing an economic crisis since 2014,
resulting in falling living standards®.

The agriculture sector is the biggest employer in the country. The population of 9.475 million® is unevenly distributed
with 73% living in the rural areas. An absolute majority of 88% of Tajikistan’s farmers are small-scale family farms.
While it remains the greatest provider of employment, the agriculture sector only accounts for 20% of the country’s
gross domestic product (GDP) and about 30% of exports. High GDP growth since the 90s has largely been driven by
mineral exports and has not translated into corresponding job creation to accommodate the rapid entry of young workers
into the workforce, particularly into the private sector that remains very limited, with a correspondingly high proportion
of migrant workers (mainly to Russia) and high household dependency on remittances (which supply about 35% of
GDP). Slowdowns in the Russian and Chinese economies (exacerbated by COVID-19), low commodity prices, currency
fluctuations and a fragile banking system impede sustainable growth. The NDS-2030, aims at improving the quality of
life according to the goals of the country and its targeted SDGs. The NDS also aims to improve the population’s living
standards based on sustainable economic development, meaning energy security and efficient use of power, food
security and access to good quality nutrition, productive employment and exit from connectivity limitations. The NDS
underpins the direction towards “the elimination of unnecessary barriers for private sector development and investments,
strengthening legislation in the area of complete protection of property rights, improving the quality of vocational
education system”.

Because less than 7% of the land area is arable and cotton is the predominant crop, Tajikistan imports approximately
70% of its food, while irrigation serves 85% of cultivated land and supports over 90% of the total crop production. At
the same time, water is the main primary energy source in Tajikistan, with hydropower generation constituting 93% of
the total power generation capacity of the country. A critical goal to be addressed through the water-energy nexus is to
improve efficiency in the agriculture sector in an inclusive and sustainable manner, that benefits small farmers, while
also ensuring the maximisation of potential renewable energy, including for export!?, as a sector with better economic
prospects.

The power sector of Tajikistan being the backbone of the country’s economy, is facing a number of challenges. The
most acute problems are obsolete generation, transmission and distribution capacities, which cannot be revamped or
replaced due to a lack of financing caused by low electricity tariffs and poor revenue collection. According to the latest
MEWR’s assessment, both technical and commercial losses exceed 43% of the total energy production in some
provinces, while revenue collection rate is less than 50%. These result in difficult financial situation of BT. Furthermore,
BT accounts for over 80 % of the total State-Owned Enterprises’ debt to the Ministry of Finance. Despite existing high
levels of external debt (around 44.9% of GDP in 2020), the Government plans to finance infrastructure investments
(including the very ambitious Roghun Hydropower Plant) which increases the risk of debt distress.

® Change of classification from ‘Lower-Middle’ to ‘Low’ in July 2018. Sources: https:/blogs.worldbank.org/opendata/new-country-classifications-
income-level-2018-2019 &

& Tajikistan in figures, 2018, Statistical Office of Tajikistanhttp://stat.ww.tj/publications/June2019/tajikistan-in-figures-2018.pdf

7 Lowest per capita GDP among the 15 former Soviet Republics.

8 Official figures account for around 30%, but indications that it could be as much as 50% of GDP. Sources:

° Following the commaodity price shock in 2014, and subsequent stagnation of the Russian economy, Tajikistan went through a cumulative 45% decline
of both remittances and imports, which has been partially reverted, as of 2017, by rising energy prices (according to World Bank Country Partnership
Framework for the Republic of Tajikistan for the Period FY19-FY23, April 2019)

10 https://www.imf.org/en/Countries/ TIK

1 Tajikistan Small Family Farms Country Factsheet, FAO, 2018, http://www.fao.org/3/i8348en/18348EN.pdf

12 The ongoing Central Asia — South Asia (CASA-1000) electricity transmission project aims to establish an electricity trade involving the transfer of
surplus hydropower available in Central Asia (approximately 1.3GW from Kyrgyzstan and Tajikistan) to electricity-deficient countries in South Asia
(Pakistan 1 GW and Afghanistan 300 MW). The CASA-1000 project is financed by seven institutions (USD 1.17 billion) with a majority of financing
provided by the World Bank Group (USD 526.5 million), Islamic Development Bank (IsDB, USD 155 million), European Bank for Reconstruction and
Development (EBRD, USD 110 million), European Investment Bank (EIB, USD 180 million), Foreign, Commonwealth & Development Office (FCDO)
of the UK Government, Afghanistan Reconstruction Trust Fund (ARTF, USD 40 million), and the US Government.
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In terms of power sector development, the ambitious 10/10/10/10 concept of the NDS envisions by 2030 an increase of
the installed capacity of the power system to 10 GW (of which 3.6GW would come from the Roghun Plant), and an
annual export of 10 billion kwh of power to neighbouring countries. In line with these goals, the latest strategic goals
of the public sector earmarked by MEWR for the next ten years include the construction of up to 700 MW of big scale
solar power generating capacity. Finally, the Action Plan for Financial Recovery of BT announced in April 2019 by the
Government includes the completion of BT’s unbundling, the establishment of a full scope Electricity Regulatory
Authority, and the achievement of a cost recovery tariff by 2025 through a number of tariff increases®*

The low institutional capacity of the recently unbundled State Electricity Company BT, and the low level of
attractiveness of the existing legal and regulatory framework for private investments are key barriers that need to be
lifted for creating the necessary conditions to achieve a significant level of openness for trade in services and investment
in the Tajikistan power market. The MEWR estimates that the power demand growth for the next ten years will average
6-7% per year, leading to almost doubling the current power consumption in ten years. The limited and inefficient
provision of power causes severe challenges for socio-economic development. The reconnection of the previously
existing Central Asian (CA) power system and consequent power exchange between CA countries will be beneficial in
terms of improved security of power supply. This will also enhance agricultural productivity at a regional level, a key
sector for the 5 republics. The ADB and USAID both have ongoing projects aimed at setting up a regional energy market
in Central Asia'*. Synergies with ADB’s Central Asia Regional Economic Cooperation Program (CAREC) and
USAID’s Central Asia Regional Electricity Market (CAREM) are to be sought, at the same time as the EU explores
possible collaboration with USAID regarding the EU’s new programme ‘EU Support to Sustainable Energy
Connectivity in Central Asia’.

Once established, cooperation in the sector and connection of the power systems in the region will result in improved
sustainability of energy supply in the wider region, including Afghanistan and Pakistan. Thus, the sector has a high
political charge as it offers the best export opportunity to Tajikistan and a bigger role at regional level. The highest
levels of government are closely following the sector. The energy sector is indeed seen as strategic by the GoT,
especially through the Energy-Water-Food security nexus perspective. The Dushanbe Conference on Water, framed
in the UN Water Decade, is set to give this action the political momentum needed.

The EU provides substantial support to increasing the reliability of the power systems, the development of the regional
power trading in Central Asia, to strengthening resilience against the adverse effects of climate change. The regional
dimension of the proposed action is also clear in issues related to climate change mitigation, i.e., energy saving and
efficient use of water and energy, including use of RE technology for the modernisation of the irrigation systems (solar
water pumps). This makes this action relevant to be included under the umbrella of the proposed CA regional TEI on
Water, energy and climate change.

This programme will allow the EU Delegation to gain political leverage in a key sector for the country’s politics and
economy, and steer the European Financial Institutions investments. From a regional perspective, sound natural
resource management and climate change impact mitigation are of high interest for the active member states in the
region. Tajikistan has hardly begun to exploit other resources with a high potential, such as solar energy. The
deployment of large-scale photovoltaic solar farms in Tajikistan, in conjunction with the replacement of traditional water
pumps with solar water pumps, will significantly reduce the hydropower consumption for irrigation in wet periods, thus
increasing the available hydropower capacity in dry periods, and thus compensating the existing deficit of power
capacity.

13 Tajikistan Energy Efficiency Framework, EBRD, 2020

14 Since 2015, the Asian Development Bank (ADB) is helping Tajikistan introduce a wholesale metering and billing system for BT under a USD 54
million Subsidiary Loan Agreement amended in February 2021 to the Equity Contribution Agreement. In December 2020, ADB has approved a USD
105 million grant to accelerate the implementation of ongoing reforms and improve the financial sustainability of the power sector in Tajikistan**. The
total cost of the programme is USD 145 million, with the Government of Tajikistan providing USD 15 million, and EBRD providing a USD 25 million
loan. The program is expected to be completed in 2026. The Power Sector Development Programme includes, among others restructuring of the utility's
excessive liabilities, the establishment of a regulator, the adoption of a tariff methodology, and the establishment of a new centralised cash control system
among unbundled entities. As a part of reforms and institutional capacity building, a newly established power distribution company will be given a five-
year management contract (currently under negotiation).

USAID financed project Power the Future (PtF) has been providing intensive technical assistance to prepare Tajikistan’s first new edition of the Electrical
Installation Rules (PUE) since 1986.. PtF Activity is accelerating Central Asia’s transition to cost-effective, low emission, energy-secure, and climate
resilient economies through increasing the deployment of renewable energy and energy efficiency in all five Central Asian countries. PtF helps CA
countries to create an economically viable Central Asia Regional Electricity Market (CAREM).. INTPA discusses with USAID collaboration in the field.
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2.2 Problem Analysis

Short problem analysis:

The most acute issues in the power sector include ageing infrastructure, under-investment, monopolisation,
mismanagement, high losses, difficulties in revenue collection and below-cost tariffs. According to MEWR, the
legal and regulatory framework of the power sector is insufficient to achieve the necessary changes for facilitating a
sustainable and green transition of the economy of Tajikistan.

Up to 80% of Tajikistan’s agricultural production requires irrigation. There are more than 200,000 water pumps in the
country, consuming about 24% of the total power consumed on a yearly basis in Tajikistan. At the same time, losses in
the power system are estimated at 40% due to low collection rate especially in rural areas where power fee is
incorporated into irrigation fee (only 60% of which are collected). Furthermore, according to the MEWR, there are about
85,000 of unregistered non-residential power consumers.

The climate change acceleration in Tajikistan, resulting in gradual reduction of available water resources (while water
is the main and, practically, only source of primary energy in the country), implies the necessity to make an efficient
use of both energy and water. Thus, the Water-Energy-Food Nexus approach appears to be the most appropriate one to
be applied for strategic planning in the energy and water sectors. However, despite being under the responsibility of
MEWR, there is no adequate cross-sectoral collaboration between the power and water sectors. The lack of
communication and coordination mechanisms between both services prevents from establishing full cooperation and
adoption of efficient and effective joint public policies for power and water sectors.

The private sector participation in Tajikistan, and in particular in the power sector, is underdeveloped with only few
Public-Private Partnership projects. The absence of the private sector is partially explained by the lack of an attractive
legal and regulatory framework for investment, but also by the lack of knowledge and supporting framework.

The COVID-19 implications on Tajikistan have more extensively highlighted the food security problem stemming from
the fact that Tajikistan is a net food importer. There is an urgent need to increase labour efficiency in agriculture and to
create new working places in all sectors of economy.

Finally, the majority of women are involved in subsistence farming, with very low income. In addition to the gender
equality issues in the agriculture sector, the energy sector also demonstrates very low involvement of women in the
technology or decision-making process. It also shows a complete absence of understanding of the role of energy in
everyday life of women and groups that are living in vulnerable situations (including persons with disabilities, people
living in poverty, female-headed households and people living in remote areas).

Identification of main stakeholders and corresponding institutional and/or organisational issues (mandates,
potential roles, and capacities) to be covered by the action:

The key stakeholder and the main duty-bearer in the Action is the MEWR. It is the central government authority
responsible for the development and implementation of policies, both in the energy and water sectors. Until now, the
MEWR fulfils regulatory functions in the area of fuel, energy and water although the Electricity Regulator (a Division
of Antimonopoly Committee) was created in 2019 and is expected to ultimately evolve into a full-scope independent
Electricity Regulatory Authority in the coming years.

The newly created public entities BT (generation), Shabakahoi Intiqoli Barq OJSC (SIB —Power Transmission
Network Co.) and Shabakahoi Tagsimoti Barq OJSC (STB - Power Distribution Network Co.) have not finalised
the process of splitting up into separate companies, as the separation of assets and accounts is incomplete, delaying the
development of the new cost-reflective tariffs. All three BT operators, along with the Electricity Regulator and the
Transmission System Operator (Division of SIB), need to improve their operating capacities under an open power
market mode and efficiency in promoting sustainable energy.

Thus, MEWR, BT operators and the Electricity Regulator are the main beneficiaries of the proposed Action.

Stakeholders, rights-holders of the action benefiting from the improvement of the enabling business environment (more
efficient, transparent and fair electricity market) and the implementation of EE and RE measures at the end-user side
(demand side management) are SMEs and CSOs active in the energy and water sector and climate change. It also
includes women’s organisations and organisations representing rights of women, youth, and persons living in vulnerable
situations such as persons with disabilities, as well as the population in general.
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3. DESCRIPTION OF THE ACTION

3.1 Objectives and Expected Outputs

The Overall Objective (Impact) of this action is to secure reliable green and affordable power, and facilitate the
regional integration of the power sector building on the EU approach to climate-resilient, risk-informed and sustainable
development.

The Specific Objective(s) (Outcomes) of this action are:

e Specific Objective 1 — An enhanced Governance of the Energy Sector and its medium- and long-term gender-
responsive development vision is established for the Green Transition of the Power Sector in Tajikistan.

e Specific Objective 2 — Improved Legal and Regulatory frameworks for the establishment of a transparent,
effective, competitive power market in Tajikistan.

e  Specific Objective 3 — Improved Generation-Transmission-Distribution Operators’ regulatory compliance of
organisational structures, sustainability of operations and cost-reflectiveness.

e Specific Objective 4 — An effective enabling environment for EE and RE projects is created for population,
housing and industry.

The Action also aims to create the conditions for investments in EE and RE that will be funded through regional
allotment to EFSD+.
The Outputs to be delivered by this action contributing to the corresponding Specific Objectives (Outcomes) are:

Output 1.1 contributing to Specific Objective 1
Enhanced organisational, policy development and implementation capacity of MEWR.

Output 1.2 contributing to Specific Objective 1
Enhanced inter-ministerial external communication and coordination.

Output 1.3 contributing to Specific Objective 1
The Green Transition Policy and Planning frameworks are revised/developed.

Output 2.1 contributing to Specific Objective 2
Developed policies for setting-up an independent Electricity Regulatory Authority in charge of developing and
applying power market economic and technical regulations.

Output 3.1 contributing to Specific Objective 3
Enhanced organisational and financial capacity of Generation-Transmission-Distribution Operators.

Output 4.1 contributing to Outcome 4 (Specific Objective 4)
Awareness of and capacities on EE and RE new appropriate technologies are increased among SMEs and
general population.

Output 4.2 contributing to Outcome 4 (Specific Objective 4)
Rules and procedures for demand side management measures implementation are clarified.

3.2 Indicative Activities

1. Technical Assistance Package
e Specific Objective 1 — An enhanced Governance of the Energy Sector and its medium- and long-term
gender-responsive development vision is established for the Green Transition of the Power Sector in
Tajikistan.

Activities related to Output 1.1:
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e Establish sound Strategic Planning processes, rules and procedures led by MEWR, considering an Energy-
Water-Food Security Nexus approach.

Activities related to Output 1.2:

e  Support for normalisation and coordination of the inter-ministerial relations and external communication (rules
and procedures).

e Increase awareness on relation between deployment of new energy technologies and system’s water intensity,
securing acceptable quality and quantity of water to all users and ecological protection.

e  Support creation of a Water-Energy-Food Nexus Working Group in MEWR to increase cohesion among energy
and water-irrigation policies-strategies-programmes and strengthen outreach to other agencies ( Agency for
Land Reclamation and Irrigation and Associations of Water Users) and other stakeholders.

Activities related to Output 1.3

e  Support the review/development of the country's Vision for the Energy Sector, introducing the Energy-Water
Nexus approach into national Energy Policies, national Strategies and Strategic Plans.

e Support creation of gender equitable and accessible mechanism for public consultations of water-energy related
issues.

o Increase the understanding of gender equality issues and promote equitable community participation by women
and men in RE and EE schemes.

Outcome 2 — Improved Legal and Regulatory frameworks for the establishment of a transparent, effective and
competitive power market in Tajikistan.

Activities related to Output 2.1:

e Technical assistance for laying out a foundation for creating ultimately an Independent Electricity Regulatory
Authority in Tajikistan, establishing the medium- and long-term targeted organisation and structure of the
power subsector, and update the roadmap for reforms implementation.

e Technical assistance for licensing Generation-Transmission-Distribution Operators, enhancing the technical,
economic and financial regulations, reviewing the tariff methodology and the gradual tariff increase to achieve
cost-reflective tariff by 2025 (as per the current Strategy of the GoT), considering market pricing when feasible.

e Support for the revision and completion of the national Transmission and Distribution Grid Codes.

Outcome 3 — Enhanced organisational and financial capacity of the Generation-Transmission-Distribution
Operators.

Activities related to Output 3.1:

e Improve/complete the organisation, structure, accounting separation, operational rules and procedures, and
staffing of the Generation Company (BT) -Transmission Company (SIB) -Distribution Company (STB).

e Technical assistance for establishing independent and effective cost-based allocation budgets, and integrated
management information systems (MIS) with independent procurement rules and procedures (including
auctions), for each Operator of the power subsector.

e  Capacity building and Twinning Operation to improve the management, operation and maintenance rules and
procedures of the Transmission Company (SIB) and Distribution Company (STB).

e Support for the assessment of resources of the National Control Centre (System Operator) in view to identify
the necessary modernisation/upgrade requirements for efficient monitoring and control of the transmission
facilities (SCADA — Telecontrol) to facilitate Tajikistan’s integration in the Central Asia Power Market.

2. Energy Efficiency and Renewable Energy Measures in Housing and Industry

Outcome 4 — An effective enabling environment for EE and RE projects is created for population, housing and
industry.

Activities related to Output 4.1:
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e Identify Partners knowledgeable in energy audits, RE and EE technologies and select the ones able to act as
Implementation Agencies for the promotion and support of DSM (Demand Side Management) measures (to be
financed from the grant component of the Action).

e Develop targeted plans for awareness increase to promote EE and RE technologies (SMEs, general population,
youth, women and vulnerable groups).

o Organise targeted training on EE and RE technologies, projects preparation, development and application
support for funding.

e Technical support to the implementing agencies for the development of appropriate mechanisms for the
promotion of EE and RE projects (credit support related to business).

Activities related to Output 4.2:
e  Supervise and monitor the development of Pilot EE and RE Projects in housing and industry.
e  Support equal participation of women in access to new technological solutions and access to credit.

e Analyse lessons learnt on the different steps: EE and RE projects identification, development and
implementation for proposing necessary changes in existing legal and regulation acts.

The commitment of the EU’s contribution to the Team Europe Initiatives foreseen under this annual action plan will be
complemented by other contributions from Team Europe partners. It is subject to the formal confirmation of each
respective partners’ meaningful contribution as early as possible. In the event that the TEIs and/or these contributions
do not materialise the EU action may continue outside a TEI framework.

3.3 Mainstreaming

The environmental and climate change impact of the smooth green transition of the power market in the region and the
support to RE and EE in Tajikistan will be positive as it will promote reduction of greenhouse gas emissions and the
efficient use of natural resources, through increased energy efficiency and further use of renewable energy sources. With
this, the action will contribute to the reduction of local, national and regional pollution, and greenhouse gas emissions
that are responsible for Climate Change. There are also indirect effects (or positive externalities) of energy efficiency
and renewable energy technologies that improve the safety, affordability, accessibility, health, and lessen morbidity and
mortality by providing appropriate energy solutions to support off-grid developments (e.g., remote areas). It is assumed
that gender effects of the proposed Action are significant as gender equality is an important and deliberate objective, but
not the principal reason for undertaking the action.

Environmental Protection & Climate Change

Outcomes of the EIA (Environmental Impact Assessment) screening
The EIA (Environment Impact Assessment) screening classified the action as Category B (not requiring an EIA, but for
which environment aspects will be addressed during design)

Outcome of the CRA (Climate Risk Assessment) screening
The Climate Risk Assessment (CRA) screening concluded that this action is no or low risk (no need for further
assessment)

Gender equality and empowerment of women and girls

As per OECD Gender DAC codes identified in section 1.1, this action is labelled as G1. This implies that the Action
will reflect gender balance in all activities and ensure equal access to decent work opportunities, female participation
in training and capacity building and encouraging participation of women in all activities (through at least 30% of female
trainees in training workshops/courses). It will also support women’s meaningful participation in planning gender-
responsive solutions and decision-making in the sector.

Human Rights

This Action will support the right to decent work and the right to social security. Human rights-based approach and its
key principles (participation, non-discrimination, accountability and transparency) will be integrated throughout the
action. Particular focus will be given to inclusive policies targeting women and persons living in vulnerable situations
such as persons with disabilities, people living in poverty and in remote areas.

Disability
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As per OECD Disability DAC codes identified in section 1.1, this action is labelled as D1. This implies that the needs
of vulnerable groups in terms of access to information and knowledge on EE and RES technologies will be taken into
consideration in the planning of activities of the Action (i.e. ensuring that infrastructure is fully barrier free and
accessible to persons with disabilities). Sustainable and affordable energy for all will be supported through promotion
and implementation of the appropriate EE and RE measures.

Democracy

The academic research reveals that when promoting sustainable development, the existing mechanisms for individual
expression and participation should be used*®. Thus, the project will build its impact on the increasing 