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PART |: PROJECT INFORMATION

PROJECT IDENTIFICATION FORM (PIF)

PROJECT TYPE: FSP
TYPE OF TRUST FUND: GEFTF

For more information about GEF, viBiteGEF.org

Project Title: Transfer of Environmentally Soundchieologies for industrial climate change mitigatiorthe
Republic of Tatarstan, Russian Federation
Country(ies): Russian Federation GEF Project ID: 5072
GEF Agency(ies): UNIDO  (select) (select) EFSAgency Project ID: SAP ID 120348
Other Executing Partner(s)]  Ministry of Ecologytibé Republic| Submission Date: 2012/13/08
of Tatarstan,
Ministry of Forestry of the Republig
of Tatarstan, Centre for
International Industrial Cooperation
in the Russian Federation,
Volga International Cleaner
Production Centre
GEF Focal Area (s): Climate Change Project Durafddanths) | 60
Name of parent program (if Agency Fee ($): 926,325
applicable):
+ For SFM/REDD+H_]
« For SGP ]
A. INDICATIVE FOCAL AREA STRATEGY FRAMEWORK %
Trust Fund Indicative Indicative Co-
Focal Area Objectives Grant Amount financing
(%) $)
CCM-2 (select) GEFTF 5,250,500 21,783,000
CCM-5 (select) GEFTF 5,042,000 35,263,250
(select) (select) (select)
(select) (select) (select)
(select) (select) (select)
(select) (select) (select)
(select) (select) (select)
(select) (select) (select)
(select) (select) (select)
Total Project Cos 10,292,500, 57,046,250

B.

INDICATIVE PROJECT FRAMEWORK

Project Objective: The objective of this project is the mitigation ofthe Russian Federation's contribution to anthropoegnic climate
change by improving the resource efficiency and ragting the GHG emissions of key manufacturing industes operating in the
Republic of Tatarstan as well as by enabling the ag-forestry industry’s capacities to produce plantng material required by the
Ministry of Forestry for climate change mitigating carbon sink enhancement.

change by reducing
resource consumption
and GHG emissions o
key manufacturing
industries operating in

chemistry, food and
metal processing) in
Tatarstan realize the
potential economic
benefits of energy and

assessment of energy
consumption and GH(Q
emissions loads of
manufacturing
industries (building up

Grant Trust Indicative Indicative
. 3 Expected Outputs Fund Grant Cofinancin
Project Component | Type Expected Outcomes Amount ($) g
%)
1.Abatement of TA 1.1. Key industry 1.1.Completion of GEFTF 4,160,381 2,800,000
anthropogenic climate| INV clusters (mainly republic wide detailed | GEFTF 0| 15,603,000

Project ID number will be assigned by GEFSEC
Refer to the reference attached onRbeal Area Results Framewonkhen completing Table A.

TA includes capacity building, and research dedelopment.




the Republic of
Tatarstan

resource efficient
cleaner production
patters and apply
resource efficient
cleaner production
methods in their
production processes

1.2. Key industry
clusters operating in a
conducive environment
realize the economic
returns that can be
achieved by
investments in energy
and resource efficient
cleaner production
technologies
(Environmentally
Sound Technologies)
and effect investments
in the application of
these technologies in
their production
processes

1.3.The implementatior
of economic and
regulatory policy
instruments
incentivizing resource
efficient cleaner
production processes
systems are
implemented resulting
in continuous resource
efficiency
improvements and in
continuous reductions
of greenhouse gas
emissions per unit of
output produced.by key
manufacturing
industries.

1.4 Key manufacturing
industries in Tatarstan
are fully enabled to
access existing
financial instruments
for investments in
energy efficiency
improvements

on existing data and
the preliminary
baseline assessment ]
be carried out in the
PPG phase)

1.2 Completion of
detailed republic wide
identification,
assessment and
prioritization of GHG
emission and energy
consumption hot spotg
of manufacturing
industry clusters
(building up on
existing data and the
preliminary baseline
assessment to be
carried out in the PPG
phase) including the
assessment of
readiness to receive
technical assistance fg
the application of the
integrated UNIDO
TEST (Transfer of
Environmentally
Sound Technology)
methodology and the
identification of
potential barriers.

1.3. Provision of
technical assistance tg
and training of
technical plant
managers,
environmental
managers, accountant]
and owners in hot spo
manufacturing
industries in the
application of
integrated TEST
approach (including
cleaner production,
environmental
management systems
environmental
management
accounting,
environmental
auditing, identification
of investment
opportunities into
Environmentally
Sound Technologies,




determination of
Return on Investments
in EST, Corporate
Social Responsibility
strategies)

1.4 Estblishment of
linkages between
manufacturing
industries and cost
efficient providers of
Environmentally
Sound Technologies
through UNIDO'’s
network of Investment
Promotion and
Technology Promotion
Offices (ITPO).

1.5 Provision of
technical assistance fq
the implementation of
economic and
regulatory policy
instruments
incentivizing resource
efficiency in
manufacturing
industries

1.6 Removal of know-
how and competence
barriers to catalyze
acces to venture
capital for investment
in Environmentally
Sound Technologies
from existing financial
instruments for energy
effiency improvements

1.7 Dissemination of
the results of the
project at regional and
national level and
design of roadmaps fo
regional and national
uptake and upscale

2.Mitigation of
anthropogenic Climate
Change by up-scaling
the capacity of
Tatarstan’s agro forest
industry to produce
planting material
(containerized closed

root system seedlings

TA

2.1. Agro forest

industries in Tatarstan
have the know-how an
institutional capacities
to produce ecologically|
appropriate and locally
resilient planting

material (containerized

closed root system

2.1.Provision of
technical assistance tg
the Ministry of
Forestry by
international (WWF)
and national experts
for the identification of
the best appropriate

autochthon plant

GEFTF

481,000

1,500,000




for carbon sink
enhancement in an
energy efficient way

seedlings) in a state of
the art energy efficient
way at an industrial
scale as it is required b
the Ministry of Forestry|
for the afforestation of
multi-purpose
riverbank/floodplain
protective forests with
autochthon plants for
sink enhancement

species mix for the
afforestation of multi-
purpose
riverbank/floodplain
protective forests
based on silvo-
ecologial modeling
techniques considerin
climatic variability and
change as well as floo
resistance

2.2.Povision of
technical assistance tg
the Ministry of
Forestry for the
identification of
suppliers of Best
Available Technology
(BAT) for the energy
efficient industrial
scale production of
autochthon planting
material (containerizeq
closed root system
seedlings) required by
the Ministry for the
annual afforestation of
10,000 ha
riverbank/floodplain
protective forests with
maximum carbon
storage benefits.

2.3. Institutional
capacities of at least 2
industrial nurseries to
produce high quality
planting material
(containerized closed
root system seedlings
in an energy efficient
way as required by the
Ministry of Forestry
for the annual
afforestation of 10,000
ha of riverbank
protective forests built
through technical
assistance, know how
transfer and vocationa
training to improve
resource efficiency an
to maximize carbon
sink enhancement

2.4. Dissemination of
the results of the




project at national and
federal level for
replication

Inv 2.2. Agro forest 2.3. Best Appropriate | GEFTF 3,500,000, 30,370,000
industries in Tatarstan | Technology for energy
have the production efficient state of the ar|
cpacities and dispose ¢ industrial production
the technology to of autochthon planting
produce ecologically | material required by
appropriate and locally| the Ministry of
resilient planting Forestry for the annua
material (containerized| afforestation of 10,000
closed root system ha
seedlings) in a state of| riverbank/floodplain
the art energy efficient | protective forests is
way at an industrial transferred to and fully
scale as it is required bl operational in at least
the Ministry of Forestry| state owned industrial
for the afforestation of | nurseries
multi-purpose
riverbank/floodplain
protective forests with
autochthon plants for
sink enhancement
2.2. Carbon sequesteré
by multipurpose
riverbank/floodplain
protective forests

3.Building of TA 3.1 Federal laws and | 3.1 75 experts from GEFTF 1,661,000] 4,123,250

institutional capacities
to enhance complianc
with and
implementation of
federal legislative
frameworks and to
catalyze the
development and
implementation of
economic and
regulatory policy
instruments for
mainstreaming
resource efficient
cleaner production
patterns in
manufacturing
industries

regulations on Energy
Saving and Increasing
Energy Efficienc are
effectively
implemented in the
Republic of Tatarstan
by key government
institutions trained in
the development and
implementation of by
laws, regulatory and
economic policy
instruments to promote
energy savings, energy
efficiency and GHG
emission abatement in
industrial
manufacturing
processes

3.2 Key government
institutions and cleaner
production centres fully
enabled to establish
linkages and
connectivity between
manufacturing
industries and financial

key governmental
institutions trained in
the application and
effective
implementation of
federal laws,
regulations and the
development and
implementation of by
laws, implementation
decrees, regulatory an
economic policy
instruments for the
promotion of resource
efficient cleaner
production

3.2 75 experts in key
government
institutions and
Cleaner Production
Centres are fully awar
of existing financial
instrumenta at all
level, enabled to
advice manufaccturing
industries on existing
credit lines and




institutions at various
levels offering financial
instruments and credit
lines for cleaner
resource efficient
production

3.3 Key government
institutions and Cleane
Production Centres in
the Republic of
Tatarstan continue to
provide technical
assistance to
manufacturing
industries for the
compliance with
relevant ISO norms an
the implementation of
environmental
management systems
resulting in

industrial climate
change mitigation
beyond the lifespan of
the project

3.4 CSOs and
educational institutions
active in the Republic
of Tatarstan in the field
of public engagement
for environmental
conservation and
awareness fully
involved and
capacitated to
mainstream climate
change and mitigation
into their outreach and
awareness building
campaigns

maintain an updated
data base on these
instruments accessiblg
thorugh web-portals

3.3 75 experts in in
the Ministry of
Ecology and in the
Volga International
Cleaner Production
Centre trained in the
provision of technical
assistance for ISO
certification and
environmental
management systems
and a concept for the
sustainable coverage
of industry training
needs beyond project
implementation
through the Volga
International Cleaner
Production Centre
devloped based upon
cost recovey
schemeagreed upon
with private and public
stakeholders

3.4 at least 4 key CSQ
and educational
institutions are
empowered to engage
with and pro-actively
involve local civil
society through
awareness building
campaigns and the
development of
outreach/educational
material that
underscores the
importance of energy
efficiency and
reducing GHG
emissions in the
manufacturing sector
as well as of sink
enhancement to
complement
community driven
climate change
mitigation in order to
fully integrate
environmental
conservation and
climate change




mitigation into
Tatarstan’s cultural
identity
(select) (select)
(select) (select)
(select) (select)
(select) (select)
(select) (select)
(select) (select)
(select) (select)
Subtotal 9,802,381 54,396,250
Project Management Cost (PM(Q GEFTF 490,119 2,650,000
Total Project Cos 10,292,500, 57,046,250
C. INDICATIVE CO-FINANCING FOR THE PROJECT BY SOURCE AND BY NAME IF AVAILABLE , ($)
Sources of Cofinancing Name of Cofinancier T_ype O.f Amount ($)
Cofinancing
GEF Agency UNIDO Grant 60,000
GEF Agency UNIDO In-kind 2,886,250
National Government Federal Program “Ecologicaésafl In-kind 500,000
of Russia”
Local Government Federal State Enterprise Grant 300,000
‘Sredvolgavodhoz’
Local Government Federal State Enterprise In-kind 2,140,000
‘Sredvolgavodhoz’
National Government Russian Forest Agency In-kind 60,000
National Government Federal Programme of the RassjaGrant 4,800,000
Federation “Development of
Forestry in 2012-2020 sub
programme reforestation
National Government All Russian Research Instifate | In-kind 300,000
Nature Conservation
National Government Research Institute for Forestry | In-kind 300,000
Local Government Kazan State Power Engineering| In-kind 300,000
University
Local Government Ministry of Ecology, Republic of | Grant 8,297,000
Tatarstan
Local Government Ministry of Ecology, Republic of | In-kind 600,000
Tatarstan
Local Government Ministry of Forestry, Republic of | Grant 20,200,00(
Tatarstan
Local Government Ministry of Forestry, Republic of | In-kind 600,000
Tatarstan
Private Sector The Private Sector will be mainly Grant 15,603,00(
represented by companies in the
chemistry, food processing and
metal processing industries. A
preliminary list of industries private
sector companies and interest
groups to be involved in the projeqt
will be identified during the PPG
phase as part of the preliminary hot

* To be calculated as percent of subtotal.




spot analysis
Total Cofinancing 57,046,250
D. INDICATIVE TRUST FUND RESOURCES($) REQUESTED BY AGENCY, FOCAL AREA AND COUNTRY?!
GEF Type of Countr Grant Agency Fee| Total ($)
yp Focal Area y Amount gency 2
Agency | Trust Fund Name/Global $) (a) (%) (b) c=a+b
UNIDO GEFTF Climate Change Russian 10,292,500 926,325 11,218,825
Federation

(select) (select) (select) D
(select) (select) (select) D
(select) (select) (select) D
(select) (select) (select) D
Total Grant Resources 10,292,500 926,325 11,228,825

T In case of a single focal area, single countryglsi GEF Agency project, and single trust fund @rgjno need to provide information for
this table. PMC amount from Table B shouldrgtiided proportionately to the focal area amourthis table.
2 Indicate fees related to this project.

E. PROJECT PREPARATION GRANT (F>F>G)5

Please check on the appropriate box for PPG asddedthe project according to the GEF Project

Grant:

* No PPG required.

« (upto) $50k for projects up to & including $1 nli

*  (upto)$100k for projects up to & including $3 nlfi
* (upto)$150k for projects up to & including $6 noifi
(upto)$200k for projects up to & including $10 lwih
(upto)$300k for projects above $10 million

_Amount _Agency Fee
Requested ($) for PPG ($)
-~ 0-- --0--
262,500 23,625

PPG AMOUNT REQUESTED BY AGENCY (IES), FOCAL AREA (S) AND COUNTRY (IES) FOR MFA AND/OR MTF

ROJECT ONLY
Country Name (in $)
Trust Fund GEF Agency Focal Area Global Agency Total

PPG (a) Fee(b) c=a+b

GEF TF UNIDO Climate Change Russian 262,500 23,625 286,125
Federation

(select) (select) (select) 0
(select) (select) (select) 0
Total PPG Amount 262,500 23,625 286,125

MFA: Multi-focal area projects; MTF: Multi-Trustund projects.

® Onan exceptional basis, PPG amount may differ w@bailed discussion and justification with the (GHE.
® PPG fee percentage follows the percentage dBEie Project Grant amount requested.



PART Il: PROJECT JUSTIFICATION ’

A. PROJECT OVERVIEW

A.l. Project Description. Briefly describe the g, including ; 1) the global environmental probée
root causes and barriers that need to be addrestm: baseline scenario and any associated haseli
projects, 3) the proposed alternative scenaridy aibrief description of expected outcomes and
components of the project, 4) incremental costagiag and expected contributions from the baseline
the GEFTF, LDCF/SCCF and co-financing; 5) globaliemmental benefits (GEFTF, NPIF) and
adaptation benefits (LDCF/SCCF); 6) innovativensesstainability and potential for scaling up

1) global environmental problems, root causes and barers that need to be addressed:

The Republic of Tatarstan is one of the most ecacaliy developed regions in the Russian
Federation. The Republic is highly industrializadd ranks second only to Samara Oblast in
terms of industrial production per km?. Tatarstansists of three distinguished industrial
regions. The northwestern part is an old industéglon where engineering, chemical and light
industry dominate. In the new industrial Northeasfion with its core in the Nabarezhnye
Chelny-Nizhnekamsk agglomeration, major industaiesautomobile construction, chemical
industry, and power engineering. The Southeasbnelgis oil production with engineering
under development. Yet, Tatarstan’s historical tyment path was not sustainable and past
economic and industrial development took placéatetriment of the environment and the
Republic’s natural resources. Consequently the tiegiree of industrialization has resulted in
extremely high environmental pressures.

Unsustainable industrial development patterns mhioation with inefficient use of natural
resources have resulted in environmental pollutissproportionately high emissions of
greenhouse gases, ecosystem degradation, defanestatl desertification. Steppe forests were
cleared to provide raw materials for the no lorgignificant pulp and paper industry as well as
to make room for large scale agro industrial opanatimplemented through combinats under
the Soviet Union's planned economy. Whilst thisustainable development pattern has
contributed to anthropogenic climate change, theaitts of climate change will further
aggravate the situation and contribute to increas@ttonmental stress on a global level as
well as on vulnerable steppe ecosystems.

On one hand emissions and effluents from manufactundustries (mainly chemical, metal
processing, food processing) operating with outtlated inefficient technologies constitute the
main contribution to disproportionately high amauaf green house gas emissions causing
anthropogenic climate change. These industriestteckwareness that a switch to resource
efficient cleaner production methods cannot ongutein reduced environmental burdens but
also in considerable direct costs savvings foiirtdastries

Until 2009, there was a lack of a clear policy feamork for the support of Energy Efficiency
and Renewable Energy Sources as well as a ladeaf iesponsibilities for policy
implementation and monitoring of progress and ¢héarly constituted a significant legal and
institutional barrier. However, the new Law on Eefaving and on Increasing Energy
Efficiency, approved at the end of 2009, sets amidtgoals to reverse this situation, by the set
up of federal, regional and local energy efficieacyhorities and by the definition of clear
deadlines for implementation of the comprehensiaadatory provisions. However, the
effective implementation of the new Law is highgp&ndent of the relative bylaws and
implementation decrees which still need to be dmed and approved.

The energy supply capacity of the Russian Feder&ioexceeds domestic demand. Until
recently the Russian Federation provided someeofatyest subsidies for fossil fuels in the

” Part Il should not be longer than 5 pages.



world. Both gas and electricity are sold within Biasat average prices that are well below
international market prices. The Government of Russcognizes the negative impacts of
subsidies and in parallel with approving the newvlom Energy Saving and on Increasing
Energy Efficiency has embarked on a program ofgimigy gas and electricity prices up to
market levels. Energy prices are being graduatlyeiased towards the prices charged to
European importers.

While energy prices have constantly increased theepast years in the Republic of Tatarstan
(e.g. natural gas from 2 rub/m?3 in 2008 to 4 rubfm012, over the same prices for hot water
have gone up from 1000 to 1800 rub per Gkal suglie for liquefied gas from 9,48 rub/kg
to 24 rub/kg) the current prices are still too masend price signals to manufacturing
industries which are strong enough to trigger ddwio cleaner more resource efficient
production patterns. As stressed in the 5th NatiGoanmunication of the Russian Federation,
economic and regulatory instruments incentivizimg industrial sector to adapt cleaner more
resource efficient production have still to be deped. Lack of know how about resource
efficient cleaner production processes, lack oframeass of the economic returns that can be
achieved by adapting resource efficient cleanedyection methods and by investing into
Environmentally Sound Technologies and lack of aste venture captial for investments in
resource efficient cleaner production have beentitied as the main barriers to allow the
manufacturing industries operating in the Repubit atarstan to mitigate their climate change
impacts through the application of resource effite@nd environmentally sound production
patterns.

Some financial instruments for investments in epeficiency have been established e.g.
credit lines by the EBRD for large and small s¢athustries as well as the World Bank
lending/sustainable financing mechanisms for eneffigiency improvements. The majority of
manufacturing industries in Tatarstan do not knbaud the existence and/or lack the know-
how to access these instruments.

On the other hand unsustainable operations of fagest industries have contributed to severe
natural resource degradation. Forest coveragedasneduced to 17% only in Tatarstan and in
the process to dam the Volga, floodplain/rivebasests have been destroyed in the most
riparian areas. Agro-forest industries do lack asde technology to produce planting material
(containerized closed root system seedlings) fdvaasequestration through sink
enhancement in an energy efficient way at an imdlisicale. Without this technology for
industrial scale production of planting plantingterél the Ministry of Forestry will not be

able to implement its ambitious plans to annudfigrast 10,000 ha of protective
floodplain/riverbank forests. During the Soviet,eath technology transfers were conducted
through the Ministry of Foreign Trade and contrdl®/ central planning authorities. Thus
enterprise managers were far removed from foreigrkets and had little experience in

& The UNIDO manual “Identification, assessment aridrjtization of Pollution Hotspots” defines hotatp as a
source of concentrated emissions. ldentifying thegespots serves to address concentrated soureesssion
where the largest marginal emission reduction eaadhieved with the lowest marginal costs.

%2012 GHG inventory submission of the Russian FdaaeraAvailable at
<http://unfccc.int/national_reports/annex_i_ghg eintories/national_inventories_submissions/items36#3go>.

2 with costs of 0.09 $/kWh in Tunisia, 0.042 $/kWhEgypt and 0,094 $/kWh in Morocco electricity reaper
than the upper price range for electricity in Tstan of 0.13 $/kWh (the exact price depends omrdbegory group
of consumer, time of consumption and voltage range)

1 |PCC Guidelines for National Greenhouse Invenrigolume 4, Agriculture, Forestry and other Larsel
2006.

2 pevelopment of Forest Resources in the EuropesroPtne Russian Federation, European Forestinst2001
13 global wood density databasetp://datadryad.org/repo/handle/10255/dryad.235

14t C / t dry matter, IPCC Guidelines for Nationak&nhouse Inventories, Volume 4, Agriculture, Foyesnd
other Land Use, 2006

15 (IPCC Good practive guidance for LULUCF)
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evaluating, understanding, and selecting foreighrielogies. This lack of experience remains
the main barrier for the transfer of state of thaechnology to the Russian Federation. This
applies in particular to the agro-forestry sectbicl generally is rather conservative and slow
in the up-take of new and innovative technologiespecially notable is the lack of commercial
knowhow and innovation experience in turning desiigio reliable high-quality products and
services.This barrier will be overcome by a tragnam the job approach. Decision makers in
the Ministry of Forestry and managers of state a@umdrseries will be closely involved
through a participatory process in the identificatof Best Appropriate Technologies for the
industrial scale production of planting materialthe identification of potential suppliers of
this technology, the preparation of bills of quaes and tender documents as well as the
selection of the successful tenderer. In paralit the technical assistance that will be
provided to transfer the know how and built ingidnal capacities for the application of this
technology based upo lending/sustainable finangiaghanisms for energy efficiency
improvements n multi year business plans, localeyshmip will be created. Cloes cooperation
with the managers of the state onwed nureriesarséhection of BAT and the tender process
will ensure that they have the well establishedr®ss contacts with the suppliers of this
technology as it will be required for the procurertnef spareparts and/or for upgrades.

The combined effects have not only resulted insardiportinate carbon intensity of Tatarstan's
manufacturing industry and the inability of the@fprest industry to migate climate change
but have also resulted in a drastic reduction efrdsilience of critical ecosystem components
(water bodies, agricultural land and forests) tmate change impacts. Without significant
efforts to reverse these trends future effectdiofate change will furthermore exacerbate
global environmental stress, valuable ecosysterices will be lost and ecosystem resilience
will be further reduced.

2) baseline scenario and associated baseline prdgc

Even after the collapse of Soviet-era smokestatkstries over the past decade environmental
pressures in the Republic of Tatarstan have remddiigg and have reached such a level and
caused such high economic costs that they couldnuyzr be ignored. Awareness for the
urgent need to reverse the presently observeddiargteenhouse gas emissions, pollution and
natural resource degradation by the industriesadipgrin the Republic has been created at all
levels of decision makers. The political will toactge the historic trend of economic
development at the detriment of the environmentiessn manifested through appropriate
resolutions and implemented through concrete astiom 27 April 2001, the State Council of
the Republic of Tatarstan adopted the Resolutia¥@®) on the Earth Charter Project,
according to which Tatarstan has become the woifildsregion for its practical application.
From that moment on, the work has been starteti@development of a large scale project
titled: “Tatarstan, the territory of sustainablezelepment and culture of peace” that enjoyed
support of the Government, Parliament, ministries departments, as well as of non-
governmental organizations of the Republic. Todatafstan is considered to be the Republic
with the highest environmental awareness in theslRad-ederation and the Republic of
Tatarstan is one of the leading regions of the Rndsederation in addressing environmental
problems and to ensure a sustainable developmént pa

Tatarstan’s environmental strategy prescribesdtsaticitous attitude to natural resources,
even considering decreasing volumes of GDP, issaardial condition for sustainable
development. Manufacturing industries and indulspriaduction are considered to be a key
contributor to GDP while having a significant pdiehto contribute to climate change,
pollution and natural resource degradation. Coresifyuwhile industrial production must be
maintained or even increased to avoid further GB&ta@hses, the environmental impact of
industries operating in the Republic must be reduce

The Republic of Tatarstan has created the StatesiReof specially protected natural
territories, developed and published, for the firse in Russia, a map of the environmental
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situation in the Republic of Tatarstan, issued@neen and Red Books of the Republic of
Tatarstan, implements - under the auspices ofrésdent — the “Pure Water” state
programme, implements the energy saving progranmdéhas introduced the principles of
cleaner production.

The 83 regions of the Russian Federation have stamuiinl degree of autonomy in the field of
Energy Efficiency and Renewable Energy Source. Hreyallowed to develop their own
energy efficiency and renewable energy sourcesligie acts. Tatarstan was among the first
regions to become active in energy efficiency aintis and has even established its own
regional Energy Efficiency programme.

In 2011 the Republic of Tatarstan has spent U$ #0c5in the implementation of this
programme on energy saving and energy efficientyities (Decree of the Cabinet of
Ministers from 12 November 2011 No 2088-r) andfthancial volume budgeted for 2012 and
the following years is the same. These funds dreguily earmarked for energy saving
measures and energy efficiency activities in pudtid residential buildings.

To fulfill the provision of the Forest Plan of tRepublic of Tatarstan as a comprehensive
element to mitigate climate change through LULUCHvéies, the “Strategy of the Forest
Sector Development in the Republic of Tatarstail 8818” has been developed. The Strategy
foresees to increase the forest coverage from mitgsler % only. Tatarstan has earmarked
annual budgets of U$ 13.16 mio for the afforestatiotivities required implementation of the
“Strategy of the Forest Sector Development in tepublic of Tatarstan until 2018”. As a
holistic part of Tatarstan’s integrated approachdtural resource management and climate
change mitigation, the Strategy determined the alnaffiorestation of 10,000 ha/year of multi-
functional, close to nature floodplain/riverbankigctive forests with autochthon species to be
given utmost priority. While the Government of Tratan has made the budgetary provision for
the implementation of this large scale afforestatiotivity and the Ministry of Forestry has

well qualified human resources and logistics céjescto implement this task, the lack of
knowhow and access to technology for state of thereergy efficient industrial scale
production of closed root system planting matdrad been identified as the main bottleneck to
achieve the Strategy’s goal. The capacities oettigting nurseries allow only for the
production of planting material for the afforestatiof some 1,000 ha/year of multifunctional
protective floodplain/riverbank forests.

The Federal State Enterprise Sredvolgavodhoz wimadkarge of the management of the state
owned riparian buffer zones between water bodidsagnicultural areas started a
comprehensive programme to restore the ecologicatibnality of these buffer zones along
the river Volga and its tributaries.

Tatarstan was the first Republic in the RussiareFaibn to apply the UNIDO TEST
methodology to decouple industrial production fnr@source consumption and pollution in the
Volga catchment area. The first phase of this ptojeith a budget of U$ 1.5 mio, was
launched in 2010. While the primary objective da§throject is to improve water quality and
reduce negative regional and transboundary immactgater bodies resulting from industrial
activities, the application of the integrated UNIDEST methodology has also resulted in the
creating awareness amongst the decision makeratamstan that this methodology can also by
an effective approach to identify the significantgntial of the manufacturing industries
operating in Tatarstan for the reduction of enexgrysumption and GHG emissions.

Due to the success and results achieved by thiialiproject UNIDO will receive another grant
of U$ 2 mio from the Industrial Development Fundloé Russian Federation for the further
provision of technical assistance for the impleragah of the TEST methodology in the Volga
catchment area. The focus of this second phaselsillbe on supporting water body polluting
industries in the middle and lower Volga basinpplg cleaner production technologies and
cost efficient end of pipe solutions as well aghie development of sustainable enterprise
strategies to reduce water body pollution.
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3) Proposed alternative scenario, expected outcomasd components of the project:

The proposed FSP will promote climate change ntitgan Tatarstan through a three-pronged
approach — 1) through the provision of technicalstance for the application of the integrated
UNIDO TEST methodology by priority manufacturinglirstry clusters for energy efficient

and low GHG production patterns, 2) through thedtiransfer of Environmentally Sound
Technologies to state owned nurseries for the greffigient industrial scale production of
planting material for carbon sequestration and®)ugh building and strengthening of
institutional capacities and support for the depeient of regulatory and economic
instruments for the mainstreaming, up-scaling aticbut of the UNIDO TEST methodology

for resource efficient cleaner production and GH@ssion mitigation by manufacturing
industries beyond the lifespan of the project.

The contribution of manufacturing industry clust@semical, food processing and metal
processing) to anthropogenic climate change wilinitegated trough the provision of
Technical Assistance for the application of the DRITEST methodology. While the UNIDO
TEST methodology has originally been developed wigirimary focus on water body related
pollution, the provision of TA for the applicatiarf the integrated TEST methodology has the
potential to identify and realize significant retlans in energy consumption as well as in
GHG emissions loads. This does also apply for t8B8T project implemented in the middle
and lower Volga. Upon realizing that the provisaftechnical assistance for the application of
the integrated TEST methodology can also resudignificant GHG and energy consumption
reductions the Government of Tatarstan has reqi&fteDO to develop a project for the
thematic up-scaling from a water body focused TESited to the Volga catchment area to a
GHG emission focused TEST for the whole area oRbpublic of Tatarstan. While the
Russian financed TEST will continue to focus onewxdody pollution reduction the additional
GEF financed TEST will focus exclusively on enedfficiency and GHG emission reductions.

Component 1 "Abatement of anthropogenic climate chage by reducing resource
consumption and GHG emissions of key manufacturingqndustries operating the the
republic of Tatarstan”: Under this component technical assistance willdogided to key
manufacturing industry clusters (chemistry, foodoassing, metal processing) for the
application of the UNIDO integrated TEST methodgltg catalyze GHG emission reductions
and resource efficient production. The institutiorepacities of key government institutions
will be strengthened and technical assistancebgilbrovided for the implementation of
economic and regulatory policy instruments as aglor the removal of barriers to access to
existing financial instruments for investments ey efficiency improvements

This component will comprise the provision of teickahassistance for the identification of hot
spotssand for the identification of inefficient produatigpatterns, where changes in production
patterns and/or investments in resource efficienilenmentally Sound Technologies will
result in economic benefits for the industry clusias well as in environmental benefits. The
identification of hot spots will be effected baseddata provided by the Institute of Global
Climate and Ecology of Roshydromet which has theral responsibility for the preparation
and management of the GHG inventory and the cotigmlaf the National Inventory Rep8rt

in the Russian Federation. Where necessary ddthewilompeted in line with the
recommendations of the report of the in-depth rewéthe 5th national communication of the
Russian Federation that the Russia is to improgetmpleteness of its reporting.

Assisting key manufacturing industry clusters iamfjing their production patterns and
catalyzing investments into Environmentally SourtAnologies will mitigate the climate
change impacts of these industries by reducing teeource consumption and emissions of
green house gases.

This component will build upon and benefit from 8teuctures established in the first phase of
the project “Identification, evaluation and priazétion of pollution hot-spots in the basins of
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trans-border reservoirs and transfer of environalgnsound technologies” implemented by
UNIDO. This first phase focused on the identifioatof water body relevant pollution hot
spots in the middle and lower Volga catchment ddealer the PPG phase a preliminary
assessment of green house gas emission hot siiidte warried out. Further synergies will be
achieved with the activities to be implemented itk funds (U$ 2 mio) UNIDO will receive
from the Industrial Development Funds of the Russ&iaderation for the second phase of this
project (technical assistance to water body paltutndustries in the middle and lower Volga
catchment area for the application of cleaner petida technologies and cost efficient end of
pipe solutions as well as for the development sfaanable enterprise strategies). While
activities to be carried out under the Russian @&h8EST project will focus on water body
pollution abatement, activities to be carried auder this component of the FSP uniquely
address energy consumption in manufacturing presesmsd mitigation of GHG emission from
manufacturing industries. Applying the UNIDO testthrodology technical assistance will be
provided to manufacturing industries operatinghia ¢ntire territory of the Republic of
Tatarstan to reduce their resource consumptiorttedGHG emissions in order to mitigate
their contribution to climate change.

The UNIDO integrated Hot Spot and TEST methodolpgyides a formal, systematic
approach to addressing the large number of emissiorces in Tatarstan based on their
impacts and characteristics.

All three steps of the Hot Spot Methodology will &gplied in the proposed project:

Step 1 - Identification and Preliminary Screenifigdot Spots (this will be covered to a
large extend under the PPG phase of this projessicban Roshydromet data);

Step 2 - Detailed Evaluation of Hot Spots (goingdvel Preliminary Screening and

completing Roshydromet data where necessary); and

Step 3 - Prioritization of Hot Spots.

All three steps of the TEST Methodology will be kg in this GEF project:

Step 1 - Good Management Practices and Process\@gtion;

Step2-  Technology Change (EST): Cleaner Techiedognd End-of-Pipe Solutions;
and

Step 3 - Evaluation and Sustainable Enterprisdestya

The TEST methodology constitutes an approach thaiduces Cleaner Production
Assessment (CPA), Environmental Management SystEiiS) and Environmental
Management Accounting (EMA) tools simultaneouslgeTTEST methodology identifies
improvements ranging from better house-keepinggaud management practices to
comprehensive investments into the production msee and end of pipe solutions. The key
element for the success of the application of tB&T methodology is that it demonstrates the
industries which savings can be achieved by chgngi@ production regime to resource
efficient cleaner production or which Return Ondatment (ROI) can be achieved by making
investments (e.g. reduced energy costs, reducest w@sumption) in environmentally sound
technologies. By demonstrating to the industri@s itmproved management can lead to
considerable energy savings and associated filaaimgs for the manufacturer, TEST
makes appeal to the utilitarian principle of praofiaximization applied by any private sector
industry. Furthermore by demonstrating manufactuimdustries that investments in improved
energy and resource efficiency in their producpoocess can have Internal Rates of Return of
20% and above the application of the TEST methapoédfectively leverages investments by
the private sector. The application of the integhlafEST methodology allows enterprises to
merge the two seemingly conflicting goals - thatezfucing environmental impacts and
increasing company competitiveness and profitgtsiinultaneously. The result is a win-win
situation in which companies applying resourcecédfit cleaner production methodologies
and/or investing into Environmentally Sound Teclogatés become more profitable while at
the same time reducing their detrimental envirortadémpacts.



An overview on existing financial instruments Wik given to manufacturing industries
through a series of consultative workshops thdtlwilointly organized with the financial
institutions, which offer these instruments. A daése on existing instruments will be
established that can be accessed through the wigispof the Volga International Cleaner
Production Centre and the Ministry of Ecology. Timags will be offered to manufacturing
industries to enhance their capacities to effeltigsecess these instruments in order to have
access to low cost venture capital to effect innesits in resource efficiency improvements.
More generally, the barriers to access these im&nts will be identified during the PPG and
the project will include activities to remove thdxeriers.

Thekey outcome of component Will be that key industry clusters (mainly chemjsfood

and metal processing in Tatarstan realize the enanloenefits they can reap from switching to
resource and energy efficient cleaner productiohrielogies and apply these resource efficient
cleaner production methods and/or invest in Envitentally Sound Technologies. To catalyze
these investments and to facilitate the acessdbatficient environmentally sound
technologies the project will link manufacturinglustries in Tatarstan to global suppliers
through the UNIDO network of Investment and TecbgglPromotion Offices. By removing
the knowledge and know how barriers of acceesgitieg financial instruments and by
supporting the implementation of economic and raiguy policy instruments to be developed
as output 3.1 of this project, the mobilizatiorvehture capital for investments in resource
efficiency improvements and cleaner production nebbgies by private sector manufacturing
industries will be further leveraged and catalyaed a conducive environement for industrial
energy efficiency improvements will be created. .

The creation of a conducive regulatory and econ@mnigronment, the introduction of resource
efficient cleaner production patterns, the fadilta of technological change, innovations and
the implementation of environmental managemenesystwill result in a continuous
improvement of resource efficiency in manufactugimgcesses and a continuous reduction of
the industries’ GHG emissions.

At this stage in the project cycle it is still ingsible to exactly quantify the energy
consumption and GHG emission reductions the prowisf technical assistance to
manufacturing industry clusters will actually reésal Nevertheless experiences gained from
the application of the UNIDO TEST methodology inmgmarable projects can be used as a
reference. With a total project budget of U$ 2 miovided by GEF and the Government of
Italy for the provision of technical assistancetfog application of the TEST methodology in
the Mediterranean, this project has resulted imgsngavings totaling to 263 GWH/yr. This
project has leveraged U$ 20 mio in terms of din@etstments by manufacturing industries in
Environmentally Sound Technologies resulting inrexoic savings of U$ 17 mio/yr for the
industries. With a budget of U$ 4,3 mio for thisrqmnent, comparable energy costd
taking into consideration that energy intensity it of GDP is eleven times higher in the
Russian Federation than in Germany the economieanldgic benefit of applying resource
efficient clean technologies in Tatarstan’s manufiaeg industries should result in energy
savings of at least 565 GWH/yr. For the estimatibthe reduction in CO2e it is assumed that
50% of these savings will stem from reduced ugh@&imal energy and 50% will stem from
reduced use of electrical energy in manufacturinggsses. With an average carbon intensity
of 70.7 kg CO2 emitted per GJ thermal energy preduthe annual CO2e emissions avoided
from reduced use of thermal energy can be estintatbd in the range of 71.868 t/yr. With an
average carbon intensity of 815 g CO2e per kWHeddftecal energy produced, the annual
CO2e emissions avoided from reduced use of elat&itergy can be estimated to be in the
range of 230.425 t/yr. The estimated total reducitioCO2e emissions from energy savings
alone in manufacturing industries to be achieveatkutthis component of the project will
amount to 302.293 t/yr. Additional reductions in Gldmissions in the form of reduced
emissions of HFCs, PFCs and SF6 from industriadggses will be achieved.
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Component 2 “Mitigation of anthropogenic Climate Change by up-scaling the capacity of
Tatarstan’s agro-forest industry to produced plantng material (containerized closed root
system seedlings) for carbon sink enhancement in @mergy efficient way: Under this
component the direct transfer of technology toestatned nurseries will be facilitated. In
preparation of this technology transfer, best appate plant species required by the Ministry
of Forestry for the afforestation of carbon seger@st) close to nature multi-purpose
riverbank/floodplain protective forests will be iddied in aworkshop with international
climate change experts and forest experts from WRISsian climate change experts
and sylvicultural experts from the Ministry of Fet®y of the Republic of Tatarstan, the
Research Institute for Forestry, Sredvolgavodhaktha Federal Russian Forest Agency based
on plant ecological modeling and forecasted clinci@nge impacts for Tatarstan. The capacity
to resist flooding will be used as a further cidarfor the selection of best appropriate plant
species.

Potential suppliers of Best Available TechnologA{B for the energy efficient industrial scale
production of planting material (containerized eldsoot system seedlings) required by the
Ministry of Forestry for the annual afforestatidnl®,000 ha of close to nature
riverbank/floodplain protective forests with autdubn plants will be identified on the global
market. The direct transfer of tehnologies forenergy efficient industrial production of
planting material to 2 state owned industrial ntiesewill be facilitated and technical
assistance will be provided to strengthen thetungtnal and operational capacities of the
selected state owned nurseries to enable thenoboirgr the technology and effectively use it to
produce autochthon planting material (containerideded root system seedlings) required by
the Ministry of Forestry for the close to naturéoedstation of 10,000 ha of multi-purpose
riverbank/floodplain protective forests.

The growing of containerized seedlings with clossat system is the state of the art of modern
greenhouse-nursery with high-technology equipnteath seedling grows in a special pot-
container (cassette) provided with the necessapuatrof water and nutrients. This gives the
best result while in shipment and further plantiag seedlings are taken from containers with a
clod of soil and this excludes risk of hurting tieet system. Seedlings grown from seeds in
this ways, that are raised and hardened off acogri the prevailing climatic conditions,

show much higher establishment and survival rateis. method further allows making use of
root growth in autumn and spring before shoot #nading work peaks in spring. Seedlings
develop a more active root system that is protefrtad seeding from the nursery to the
planting side resulting in higher establishment/sal rates, faster growth and shorter
production time.

Carbon sequestration will be enhanced by multi-psegprotective riverbank/floodplain forests
the Ministry of Forestry will afforest. These riank/floodplain protective forests will
furthermore contribute to reduce erosion and tpetinf nutrients into surface water bodies
and thus have a transboundary effect with a pes@tontribution to reduce the overall nutrient
input into the Volga and the Caspian Sea. The tiagtochthon plants adapted to climate
change will ensure that close to nature floodpteihitats with a significantly positive impact
on Tatarstan’s biodiversity will be established.

To guarantee sustainability of the investment andinuous resource efficient and sustainable
operation of the state owned nurseries, they wilbpported in the certification according to
ISO standars for energy efficiency and environmenenagement as well as the development
of business plans in line with the Government daf@an’s demand for plating material and
based upon the Government of Tatarstan’s intendiarse these nurseries as regional centres
of excellence to supply planting material for aiiegion activities in neighbouring Republics.
While the technology initially provided to the naries will be state of the art in terms of
energy efficiency, training the managers of thesaties in the implementation of
environmental management systems, the implementatienergy audits and the developemnt
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of business plans will enable the on-going costemetqy efficient production of planting
material. During the PPG phase the feasibilityntooduce and incentive system (bonuses for
managers and staff upon achievement of producti@ets and reduction of specific
production costs) will be assessed.

Thekey outcome of component 2vill be that agro-forest industries in Tatarsta® equipped

with the technology and have the know how andtimstinal capacities to sustainably produce
ecologically appropriate and locally resilient glag material in a state of the art energy
efficient way as it is required by the Ministryeérestry for the afforestation of multi-purpose
riverbank/floodplain protective forests with autdubn plans for CO2 sink enhancement. These
forests will be planted on the state owned ripabiaffier zone between water bodies and
adjacent agricultural areas. Presently these areasot in use and can be considered as cabron
neutral barren land.

A conservative estimation of the total amount of2Za@at will be sequestered per ha of
afforested floodplain / river bank protective fdrean be based upon the values for stem wood
carbon sequestered and the amount of time untéffloeested flood plain/river bank forests

will reach their climax stage (when net annual émeent in wooden biomass starts to become
more or less equal to the amount of annually degayiooden biomass and carbon sequestered
by annual increment becomes equal to carbon reldes®m the decay of wooden biomass).

The amount of CO2 sequestered per hectare andigghbihe afforestation reaches its climax
phase can be calculated as follddisstem wood carbon sequestered [t CO2/ha*yr] = net
annual increment * average wood density * carbaresh C to CO2 conversion factor.

With a net annual increment of 3.49 m3/halyr f& Wolga-Vyatka District2, an assumed
average wood density of L8, an estimated carbon share ofl8land a C to CO2 conversion
factor of 3.6A.5 aboveground stem wood carbon sequestered caridodated to be 3.19 t
CO2/ha*yr. Additional belowground stem wood carlsequestered can estimated to be 30%
(IPCC Good practice guidance for LULUCF) of aboveund stem wood carbon sequestered
i.e. additional 0.96 CO2/ha*yr. Thus in total thaal amount of CO2 sequestered in the form
of above and below ground stem wood carbon carstiraated to be 4.15 tons CO2 per
hectare and year.

Assuming that the afforested protective flood glaner bank forests will reach their climax
stage some 60 years after afforestation and taktogonsideration that up to 50% of the
established forest might be destroyed by fireadmr human impacts before reaching climax
stage it can be estimated that the afforestati@vefy hectare of multipurpose floodplain /
riverbank protective forest will result in a tosahount of CO2 sequestered in the form of
above and below ground stem wood of approximat2fy3 tons.

The Transfer of Environmentally Sound Technologiestate owned nurseries will enhance
their capacities and allow them to produce theaiostized closed root system seedlings
required by the Ministry of Forestry for the affstation of 10,000 ha of floodplain/riverbank
forests per year. At present the state owned riassare only able to produce planting material
for the afforestation of about 1,000 ha. The aftagon of 1.000 ha would result in the
sequestration of 124,500 t CO2. GEF incrementahiting will catalyze and enable the
additional afforestation of 9,000 ha of floodplaivérbank protective forests per year. Over the
time period until the floodplain forests reach thetimax stage GEF incremental financing will
catalyze the incremental sequestration of 1,120t%002 for every year the Ministry of
Forestry will implement the afforestation programfulfilment of the Strategy for the Forest
Sector Development in the Republic of Tatarstafl AA4.8. The direct Transfer of
Environmentally Sound Technologies and provisiotechnical assistance will enable the state
owned nurseries to supply the planning materialired by the Ministry of Forestry from 2015
onwards. Thus during the implementation periodfferStrategy for the Forest Sector
Development in the Republic of Tatarstan until 2EBF incremental funding will catalyze

the sequestration of additional 4,482,000 t of C®gdetailed forecast of the carbon benefits
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will be made during the Project Preparation Perdddeling tools developed under the GEF
funded “The Carbon Benefits Project: Modeling, Measnent, and Monitoring” will be used
in line with the outstanding decisions and recomuagions from the joint STAP-UNEP
workshop hold in September 2012 on the applicghilitthese tools for GEF projects.

Component 3 "Building of institutional capacities b enhance compliance with the federal
legislative framework and to catalyze the developnmt and implementation of economic
and regulatory policy instruments for mainstreamingresource efficient cleaner
production patterns in manufacturing industries": Under this component the institutional
capacities of key government institutions, manuwfext industries as well as of cleaner
production centers required for the mainstreaminguetainable industrial climate change
mitigation by manufacturing industries operatinghia Republic of Tatarstan will be
strengthened. While institutional capacities fa é@mforcement of federal laws, the
development of bylaws and implementation decredg@itink manufacturing industries to
financial institutions offering finacial instrumentor investments in resource efficient cleaner
production will be strengthened, economic and r&guy policy instruments incentivizing
resource efficient cleaner production will be depeld by facilitating the close collaboration
between the public and the private sector and byiging expert inputs.

During the PPG phase it will be identified, whicixrof regulatory (command and control)
policy instruments (bylaws and regulations, stadglacodes of practice) and which economic
policy instruments (tax relief, audit support, eyemanagement support, investment subsidies,
removal of subsidies, taxation, accelerated degtieai allowances etc. ) will be be required to
effectively implement the Federal law on EnergyiBgs and Energy Efficiency and which
combination will be best suited to improve the gse efficiency of Tatarstans manufacturing
industries.

Connectivity between manufacturing industries andrfcial institutions at various levels
offering credit lines for cleaner resource efficiproduction will be strengthened through a
series of collaborative workshops and expert céasohs. A datebase on credit lines and
subsidies targetting resource efficient cleanedpction will be developed and made
accessible to manufacturing industries through paals to be established at the Volga
International Cleaner Production Centre and theidityof Ecology of the Republic of
Tatarstan.

The development and implementation of economicragdlatory policy instruments for the
effective implementation of the federal laws onrggesaving and energy efficiency at the level
of the Republic and for the creation of an envirentrconducive for private sector investments
in resource efficient cleaner production will b@garted by the organization of tailor made
trainings, the provision of technical assistaneeglie drafting of such policy instruments as
well as for supporting the deliberative processesie endorsement of these instruments by
the Government of the Republic of Tatarstan. Texdirassistance to support the
implementation process will be provided to stafflie Ministry of Ecology as well as in the
Volga International Cleaner Production Centre.

To guarantee the sustainability of the traning sed&livery beyond project implementation
curricula for the provision of training needs idéatl by manufacturing industries will be
developed and institutional capacities of the Vdigarnational Cleaner Production Centre will
be further strengthened to fully enable the Cetatqgrovide these trainings. During the PPG
phase will be determind which cost recovery contapthe provision of services by the Volga
International Cleaner Production Centre beyondgatdmplementation (costs covered through
government contributions, costs for specific sexsiprovided by the Centre covered by
industries or a mix) will be developed as integrait of the project.

The UNIDO TEST methodology is an institutional grabple centered approach whose
success is contingent upon the involvement of émskccooperation of the private sector with
key public sector institutions. Consequently traitntional capacities of the Ministry of
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Ecology, of the Volga International Cleaner ProducCentre, and in key manufacturing
industry clusters will be strengthened througtotaihade trainings as well as through training
on the job to enable them to continue to achiewegnefficiency improvements and GHG
emission reductions beyond the lifespan of thegatojSupporting manufacturing industries in
ISO certification will further contribute to achiesustainable reductions in green house gas
emissions since both the TEST methodology andSkedpproach result in a continuous
monitoring of resource efficiency and environmemiformance as the basis for the
identification of efficiency improvement potentialkhus climate change mitigating activities
will be implemented well beyond the project implertzion period.

To create awareness in Tatarstan’s civil societtherimportance of energy efficiency and
GHG emission reductions and to create a strong bmoilil society at least 4 CSOs and/or
educational institutes operating in the Republig afarstan will be facilitated in the
implementation of awareness building campaignsthaedievelopment of outreach/eductional
material that underscores the importance of thdeémentation of energy saving and energy
efficiency campaigns at all levels as an integoahponent to mainstreal climate change
mitigation.

The key outcomes of component 3will be strengthened institutional capacities @yk
government institutions and cleaner production emntby training 215 experts in the
enforcement of the federal legislative framewoitke tdevelopment and implementation of
economic and regulatory policy instruments, bylaaved implementation decrees for the
mainstreaming of resource efficient cleaner praduactFurthermore CSOs and educational
institutions will be capacitated to mainstream efemchange and mitigation into their outreach
and awareness building campaigns.

4) incremental costs reasoning and expected conttibions from the baseline and co-
financing

The proposed FSP will build up on and complemeatetifiorts of the Republic of Tatarstan to
reduce its GHG emissions and contribution to ambgenic climate change. Building up on
the achievements in energy savings and energyeefig activities for residential and public
buildings the FSP will provide incremental fundiiog the provision of technical assistance to
manufacturing industries to reduce their energyaartion intensity. Technical assistance for
the application of the UNIDO TEST methodology vadltalyze the up-take of resource
efficient cleaner production methods resulting significant reduction in energy consumption
and GHG emission by theses from the manufacturidgstries operating in Tatarstan.

Under the programme for energy saving and eneffgpiegicy activities with an annual budget
of $ 40,5 mio the Ministry of Ecology of the Repigldf Tatarstan will contribute $ 10.3 mio
as grants and $ 600.000 in kind to the efforts alkeriTatarstan’s manufacturing industries
more energy efficient and to reduce its overall Géfdssions.

Kazan State Power Engineering University as théitggacademic institution in Tatarstan in
the field of electrical engineering and energyadincy will contribute in kind through
expertise with a value of $300.000.

The efforts to make Tatarstan’s manufacturing itriiess more energy efficient ant to reducte
their GHG emissions will also be co-financed by Heeleral Program "Ecological safety of
Russia (2012-2020) which aims at coordinating fferts of science, government, business
and society in implementing eco-efficient and egesgving Russian technology, solving the
accumulated environmental problems, as well asrgrgsanvironmental safety. This program

is of high relevance for the Republic of Tatarstad $ 500.000 have been set aside to provide
expert inputs for the implementation of eco-effitienergy saving technology in the Republic
of Tatarstan and the up-scaling of best practitéseafederal level.

The manufacturing industries themselves will c@fioe this project through investments
amounting to at least $ 1,8 mio. This figure isyamlpreliminary figure based upon the
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contributions towards improved energy efficiencgttbould be identified as a spin off from the
on-going TEST project in the middle and lower Vofgaded by the Industrial Development
Fund of the Russian Federation with focus on wabely related pollution. The actual
contribution from manufacturing industries will brich higher in project implementation.
Experiences from comparable projects with a TA letidd $ 2 mio have leveraged private
sector investments which go by the factor of tesirilar high leverage ratio can be expected
from the provision or technical assistance forapplication of the TEST methodology to
Tatarstan’s manufacturing industries, so that ari@yed investment in cleaner technology with
a value between $ 30 to $ 45 mio can be expectasbtdt from this component of the project.

Incremental costs will also occur for the transfestate of the art energy efficient technology
for the industrial scale production of containedizéosed root system planting material in 2
state owned nurseries. This technology transfdrimglude the identification of best adapted
planting material, the sourcing of best appropriatdnology, the investment into this
technology as well as technical assistance totdfeaf the state owned nurseries in the use of
this technology to fully enable them to producé filanting material required by the Ministry
of Forestry in an energy efficient industrial sc&@aly covering these incremental costs for the
proposed investments will allow the Ministry of Eetry to meet its ambitious plan to afforest
10.000 ha of publicly owned riparian buffer zonethwnultipurpose carbon sequestering
protective floodplain/riverbank forests. Out of #Menistry of Forestry’s annual budget of $
13,16 mio for afforestation activities the affoediin of riparian buffer zones will be co-
financed with a grant of $ 18,2 mio and with indkicontributions of $ 600.000.

For the identification of best appropriate plantietes the Research Institute for Forestry will
contribute expertise and provide facilities for miregs with a total value of $ 300.000.

The All Russian Research Institute for Nature Coratén will contribute expertise for the
adjustment of afforestation plans, expertise fanpkstablishment and for the country wide
dissemination of results and up scaling.

The Russian Forest Agency will support this comporéth an in kind contribution of $
160.000 in the form of expertise for the up-scabhthe afforestation of
floodplains/riverbanks in the neighboring regiops and downstream of Tatarstan along the
river Volga.

The Federal State Enterprise “Sredvolgavodhoz” isho charge of the management of the
state owned riparian buffer zones between wateiebahd agricultural land will co-finance
the afforestation of floodplain/riverbank proteetiforests with a grant of $ 2,14 mio and with
in kind contributions of $ 300,000

Incremental costs will occur for the building ofiitutional capacities to enhance compliance
with and implementation of federal legal framewoaksl to catalyze the development of
economic and regulatory instruments for the ma@ashing of resource efficient cleaner
production patterns in manufacturing industries.

Implementation of the FSP will be co-financed bylD® by in kind (U$ 2,886,250) as well
by as in cash ($ 60,000) contributions.

Implementation of the PPG phase will be co-finanmgtUNIDO through in kind contributions
with a value of U$ 45,000 and in cash with an an@éitu$ 60,000

Co-financing in kind of project implementation wllé through the dedication of human
resources and the mobilization of expertise forpiteparation and implementation of the
project in particular by the UNIDO Centre for Imational Industrial Cooperation in the
Russian Federation and through support providekelpyaccount experts with substance matter
expertise in UNIDO’s headquarters.

With an annual budget of U$ 455,000 and 15 % ofdiseurces of the UNIDO Centre for
International Industrial Cooperation in the Rusdtadleration dedicated to the proposed FSP
this in kind co-financing can be valued at U$ 380, 2r the 5 year project implementation



period.

With average staff costs of U$ 12,500 per man mantha forecasted input of 8 man month
per year to be provided by various UNIDO substanatter experts, this in kind co-financing
can be valued at U$500,000 over the foreseen priojptementation period of 60 months.

Building up on the success of the first phase eftfoject “Identification, evaluation and
prioritization of pollution “hot-spots” in the bams of trans-border reservoirs and transfer of
environmentally sound technologies” with a budddt$ 1,5 mio, UNIDO will mobilize
another U$ 2 mio for the Transfer of Environment&bund Technologies as co-financing for
activities synergetic to the proposed FSP.

Thus in total UNIDO will contribute with a co-finaing amounting to U$ 2,946,250 to the
preparation and implementation of this FSP.

5) global environmental benefits

This FSP will deliver global environmental benefigssupporting the Republic of Tatarstan in
the transition towards a low-carbon development pBle project will contribute to reduced
GHG emissions from the Russian Federation to thmesphere by achieving avoided GHG
emissions from manufacturing industries and bylifating the transfer of environmentally
sound technologies for the energy efficient indakticale production of planting material for
carbon sequestration in multi-purpose floodplaueiibank protective forests in state owned
riparian buffer zones. By reducing emissions froemofacturing industries by estimated
302.293 CO2e t/yr and by catalyzing the sequestrati additional 8,966,926 t of CO2 the
project will contribute to the ultimate objectivetbe UNFCCC, which is to achieve
“stabilization of GHG concentration in the atmosyghat a level that would prevent dangerous
anthropogenic interference with the climate change”

6) innovativeness, sustainability and potential foscaling up

Sustainability of the investment into manufacturindustries will be achieved on one hand by
facilitation the certification of industries undie relevant ISO and standards(ISO 14000
series and 1ISO 51000), which are based on a Pla@taak-Act approach to continual
improvement, which supports energy performanceesvitonmental management
improvement over time based on the best data &laita the organization. On the other hand
sustainability will be achieved by the creatioraaegulatory and economic framework that
incentivizes resource efficient cleaner productiod by creating institutional capacities in key
public institutions for the further application thie UNIDO TEST methodology and to enable
them to efficiently link up manufacturing indussieith financial institutions providing loans
and grants for investments in resource efficieeackr production.

Sustainability of the investment into technolod@sthe energy efficient industrial scale
production of planting material for carbon sequésteafforestation will be achieved in line
with the Government of Tatartan’s strategy accondigd neighboring regions to establish
Tatarstan as a regional hub and supplier for tleegyrefficient industrial scale production of
planting material. With the provisions of the “Stgy of the Forest Sector Development in the
Republic of Tatarstan until 2018” fulfilled the staowned nurseries will continue to produce
planting material for afforestation activities hrese neighboring regions. This is favored by the
possibility to use the river Volga as a means fargy efficient transport of seedlings to up
and downstream riparian regions.

The Government of Tatarstan intends to use thisd&sSshowcase, how climate change
related to manufacturing institutions can be effety reduced in a win-win situation allowing
industries to become more resource efficient, npooéitable and in the same time reducing
their energy consumption and GHG emissions anddiiomate change can be mitigated by
enhancing carbon sequestration by restoring mulgpp@se floodplain/riverbank protective
forests. In the preparation of this project the &ament of Tatarstan has secured the
cooperation with relevant public, CSO and acadensititutions at Federal level, which have



shown a high level of interest and will become imed in project implementation,
dissemination of results and up-scaling.

A.2. Stakeholders. Identify key stakeholders (inclding civil society organizations, indigenous
people, gender groups, and others as relevant) agscribe how they will be engaged in project
preparation:

In a three layer stakeholder model, UNIDO withGentre for International Industrial Cooperatiorttie
Russian Federation, the Volga International Cle&@meduction Centre, the line ministries at fedarad
republic level and the manufacturing industry @ustrepresented through the Chamber of Commerce of
the Russian Federation and the Association of iss based in Russia’ constitute the inner laymres
they are directly involved in project managemendtigh their participation in the Project Steering
Committee.

Manufacturing industry clusters and state ownedenigs constitute the second layer. The manufacfuri
industry clusters will become the main recipienteatnical assistance for the application of thd Dl
TEST methodology and will become involved as acpagners in the Cleaner Production Assessment
(CPA), Environmental Management Systems (EMS) amdrenmental Management Accounting (EMA)
to demonstrate to them the financial gains theyreatize from applying resource efficient cleaner
production patterns and by investing in EnvironraéiyntSound Technologies. This will result in the
application of resource efficient cleaner produttioethodologies and catalyze investments by
manufacturing industries into Environmentally Sodmgthnologies.

State owned nurseries will benefit from the difB@insfer of Environmentally Sound Technologies as
well as from vocational training and capacity bimglin the use of these technologies to enable tioem
produce the planting material (containerized clased system seedlings) required by the Ministry of
Forestry for the annual afforestation of 10,00@hmultipurpose carbon sequestering
floodplain/riverbank forests.

Civil society, national and international NGOs,ioaal and international consultants as well asomegi
entities will constitute the third layer in thisakeholder model. They will become involved in pobje
implementation in various roles ranging from partioecontractor in accordance to their mandates and
roles and in order to best mobilize their compaeatidvantages and unique selling propositiongier t
best possible benefit of the Republic of Tatarstan.

UNIDO headquarters will assume project implemeatatesponsibility.

The Volga International Cleaner Production Centileb@come involved in project execution and
provide the technical assistance required for ¥eewation of this project.

At federal level the Ministry of Natural Resour@sl Environment of the Russian Federation will
become the entry point for this project. Togethihithe relevant ministries at the level of the Reljc
the federal ministry will be a member in the projsteering committee which will direct the actiegiof
the FSP and provide overall and strategic managedn@&ction to the FSP implementation.

At the level of the Republic of Tatarstan the Miniof Ecology and Natural Resources, the Ministiy
Forestry, the Ministry of Industry and Trade ane finivate sector (industries operating in the afahe
Republic of Tatarstan) will be the key stake hadd@ihe Ministry of Ecology, the Ministry of Foregtr

and the Ministry of Industry and Trade will becomembers in the project steering committee.

The main role of the Ministry of Ecology will be partner up with the Volga International Cleaner
Production Centre in the facilitation of the Traarsbf Environmentally Sound Technologies to the
manufacturing industries operating in the territofghe Republic of Tatarstan to mitigate the
manufacturing industries’ contribution to climateaage and environmental pollution. Another key role
of the Ministry will be the provision of statisticdata and the monitoring of the efficiency of the
application of Environmentally Sound Technologeemission and pollution reduction.

The main role of the Ministry of Forestry will be partner up with the Volga International Cleaner
Production Centre in the facilitation of the dir@cansfer of Environmentally Sound Technologies to
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state owned nurseries to enable them to producautieehthon planting material required by the Miwis
of Forestry for the afforestation of 10,000 ha yesr of carbon sequestering multipurpose
floodplain/riverbank protective forests. Al affotaon activities will be implemented by the Mimgsbf
Forestry in coordination with Sredvolgavodhoz whini charge of the managing state owned riparian
land serving as a buffer zone between water badidsagricultural areas.

While the Project Steering Committee will direat thRSP implementation, the line ministries will piey
guidance and ensure coordination with a wide rarigestitutions and organizations at the levelrad t
Republic directly or indirectly affected by the FESPe Volga International Cleaner Production Centre
will serve as Secretary to the Project Steering Qdtee.

A.3 Risk. Indicate risks, including climate changepotential social and environmental risks that
might prevent the project objectives from being achieeed, if possible, propose measures that address
these risks to be further developed during thegatajesign (table format acceptable):

Risk Risk rating | Risk mitigation strategy

Manufacturing low Experiences gained in the implementation of TEST methodology
industries are not in the Danube, the Dniepr and the Mediterraneare rehown that
prepared to switch to industries are prepared to adopt resource efficksaner production
resource efficient and to invest in EST as soon as they see the egormmefits and
cleaner production the high Internal Rate of Return their investmerEST can result in|.
methods and/or make The overall aim of UNIDO’s TEST programme is to derstrate
the necessary that environmental strategies can actually resultconsiderable
investments into competitive advantages and can reveal significatérgial to reduce
Environmentally costs. Environmental Management Accounting whiatu$es on the
Sound Technologies optimization of production and products by trackingll

environmental costs back to their sources is onthekey elements
of the UNIDO TEST methodology. By demonstrating théustries
which costs are related to inefficient productiorethods, by
supporting them in the application of more effi¢igmroduction
patterns and by demonstrating to them which Re@mrinvestment
they can achieve by investing in EST, TEST appéalshe core
principle of any private sector company which isntmimize costs
and maximize profits. In light of steadily increagiutility prices and
waste management costs in Tatarstan all the indsstmvolved in
the hot spot analysis during the ongoing phase afnéne project
“Identification, evaluation and prioritization obfution “hot-spots”
in the basins of trans-border reservoirs and teansbf
environmentally sound technologies” implementedUiyIDO have
signaled their strong interest in resource efficidaaner production
and their readiness to make investments as lotigegswill result in
a financial return making the companies more pabfé. In addition
industries that lack the venture capital to make thecessary
investments in EST are supported in gaining acteggants and/or
subsidized loans provided by national or multirnadio relevant
financial institutions and environmental funds.

Absence of a market | low In the budget of the Ministry of Forestry Repabof Tatarstan
for industrially provisions have been made to cover the costs toy caut the
produced autochthon afforestation of 10,000 ha of floodplain/riverbapfotective forestg
planting material and the Ministry has the necessary manpower andstica

(containerized closed capacities to actually implement the afforestatidnl0,000 ha per
root system seedlings year. Lacking capacities and knowhow of nurseriesptoduce

autochthon planting material an industrial scalsifficient quantity,
and quality has been identified to be the soleldrmtk, which does
not allow the Ministry of Forestry to meet the aahafforestation
target. In line with the Ministry of Forestry’s mpis with the goals of
the “Strategy of the Forest Sector Developmenthin Republic of
Tatarstan until 2018” ad accomplished, planting enat will be
delivered via the Volga to up- and downstream igraregions.
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Impacts of climate Llow

change might reach a
unknown threshold
and trigger
unforeseeable chain
reactions.

Implementation of the FSP will help to maintathe natural
resilience of the Republic of Tatarstan to withgtaanges in the
global climate, such as floods, storms, heat wawelsdroughts. Both
Tatarstans’s Ministries of Ecology and Forestrysely cooperate via
the Federal Ministry of Natural Resources and tREQ on the
prediction of the impacts on climate change. Plaaterial will be
chosen in line with the outcomes of the technicaistance to bg
provided by international (WWF) experts and natlaerts based
on silvo-ecological modeling considering climatiariability and
change as well as flood resistance. This will allawticipating
climate changes and selecting adapted planting riaktior the
industrial scale production of seedlings.

Low
establishment/surviva
rate of seedlings once
transplanted from the
nursery to the
floodplains/riverbanks

low

The achievement of considerably higher esthbisnt/survival rates
is considered to be one of the key advantagesoofigg seedlings in
containerized closed root systems. Seedlings gfosn seeds in
this ways develop a more active root system thatagected from
seeding from the nursery to the planting side teguln higher
establishment/survival rates, faster growth andtesh@roduction

time.

Lack of political and | low
budgetary support
during project
implementation

Today the Republic of Tatarstan is recognimdbe the region with
the highest environmental awareness in the RusBigteration.
Tatarstan is heavily committed to the implementatad the large
scale project titled: “Tatarstan, the territory afustainable
development and culture of peace”.

The proposed project has been endorsed at theshigb#tical level
and enjoys the direct support of the Presidenh@Republic.

To assure visibility and thus assure the ongoingipal support by
key decision makers, the project will demonstraterough
dissemination of targeted information and the potidn of public
relations and awareness creation materials howrit contribute tg
Tatarstan’s vision of a sustainable developmert.gatrthermore in
line with the TEST methodology “low hanging fruitaiill be picked
first. By disseminating information that signifidagost savings an
environmental benefits can be achieved by low oosstments the
project will create momentum for larger scale inmeants and securg
on-going political support at all levels.
ow The strengthening of institutional capacitinghe public and private
sector is a key element of the integrated UNIDO THE®thodology.
In the context of the proposed project particutterdgion will be paid
to build and strengthen the institutional capasitef the Volga
International Cleaner Production Centre, the Migisif Ecology as
well as in the industrial sector to assure thatgomg support for
application of the UNIDO TEST methodology will beopided to
Tatarstan’s manufacturing industries which willuisn perpetuated
efforts to make these industries more energy asduree efficient,
more profitable and to continuously reduce the stdes’ impacts on
the environment.

=

17

Lack of sustainability
of the intervention
beyond project
implementation periog

A.4. Coordination. Outline the coordination with other relevant GEF financed and other initiatives:

The proposed FSP complies with several key intemnalk conventions and agreements (e.g.
UNFCCC, WSSD, UNCED, etc.) which support sustaiealdvelopment, resource
sustainability, the mitigation of anthropogenicvers of climate change, the decarbonisation of
economies and the decoupling of economic growtim femissions and resource consumption.

To avoid redundancy and maximize complementarith wh-going GEF projects, the proposed
project will be implemented in close coordinatioithithe GEF project EBRD/UNIDO Market
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Transformation Programme on Energy Efficiency in@Glidtensive industries in the Russian
Federation. Building up on the experience and nmexideveloped for training, and for the
support of energy efficiency auditing provided untiés project the proposed project will allow
an indepth application to promote resource effic@nduction by Tatarstan’s manufacturing
industries. Furhter synergies will be achieveddmjlitating the access of manufacturing
industries operating in Tatarstan to the credédiestablished by the EBRD under this project
for investments in energy efficiency by large saad small scale energy intensive industries.

The proposed project will furhtermore build up be tesults achieved and complement the
World Bank implemented GEF project: “Russia Endeffyciency Financing” by linking

Tatarstan’s manufacturing industries to the lentdingtainable financing mechanisms for energy

efficiency improvements established with the suppgrthe World Bank under this project.

Synergies to be achieved by linking industries witkdit lines and lending/sustainable
financing mechanisms provided under these two GiBEdd projects will be elaborated in
detail at GEF CEO endorsement stage.

The proposed FSP is complementing the EuropeAiggrésupport to climate change
mitigation and adaptation in Russia and EasterigiNeiurhood countries”
(EuropAid/132127/C/SER/Multi) which supports Eastleighbourhood countries and Russia
in drafting and implementing of climate change lamsg policies in the mitigation and
adaptation field. The proposed FSP will supportitig@lementation of laws and policies at the
level of the Republic of Tatarstan and will provia®tom-up feed-back experiences gained at
the level of the Republic of Tatarstan for the mpowation into laws and policies at federal
level.

The proposed FSP is furthermore complementing BREIBRD implemented GEF FSP
‘Improving Urban Housing Efficiency in the RussiBaderation’ which aims at integrating
energy efficiency concerns into all phases of mipaichousing, from planning to refurbishment
and maintenance and maximize the energy and clibatefits of the Russian Municipal
Housing Reform Fund.

The FSP will establish linkages with these acegtio ensure that lessons learned and
experienced gained in the implementation of the IRSRe Republic of Tatarstan will be shared
with other climate change mitigation activitiegle Russian Federation and the project
webpage will make the results and experiences damthe implementation of the FSP freely
available to any interested party.

B. DESCRIPTION OF THE CONSISTENCY OF THE PROJECT WITH :

B.1 National strategies and plans or reports and aessments under relevant
conventions, if applicable, i.e. NAPAS, NAPs, NBSAR national communications,
TNAs, NCSAs, NIPs, PRSPs, NPFE, Biennial Update Refs, etc.:

This project is highly consistent with the commititeeof the Russian Federation as an
Annex 1 member of the United Nations Framework @mtion on Climate Change
(UNFCCC), and it reflects national priorities tlaae expressed in Russia’s policies and
legislation on energy, climate change mitigatiargreomic development, and innovation in
science and technology.

The proposed project is synergetic and complemgbaihe activities undertaken by the
Russian Federation to implement the UNFCCC as tegdny the Russian Federation in its
5th National Communication. In particular this F&fnplies with the policies and measures
(PaMs) for industrial processes and the foresbsedbich address improving industrial
energy efficiency and enhancing the removal of GHgsinks. According to the NCS5,
policies to promote energy efficiency are the keg®in the overall climate policy
framework because of their large mitigation potrand their potential to deliver multiple
co-benefits to economy and society, such as a tiedua air pollution or a decrease in the
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energy consumption and related energy bills of @bakls, public buildings and industry.
Supporting the implementation of the federal Idgahework and the development of by
laws and implementation regulations at the levehefRepublic of Tatarstan the proposed
FSP is also fully in line with all aspects of NG&ncerning the legislative framework which
is reported to be put in place in place in receatry but so far only initial steps towards its
implementation have been made. Aiming at improtiregenergy efficiency of
manufacturing industries the proposed FSP is fighad with the NC5 which states that the
Russian Federation has significant opportunitigsnfirove energy efficiency and reduce
related emissions. The promotion of energy efficyenvhich was long overlooked owing to
a lack of economic incentives to save abundantcaedpenergy resources, was set as a top
priority in NC5.

Enhancing carbon sequestration through aforest#titwodplain/riparian forests is also fully
aligned with the Forest Policy the Russian Fedenaidopted in 2012 that is aimed at
conserving and expanding forest resources, progtiie development of the forestry sector
and ensuring sustainable access to forest resodiisegolicy is based on the principles of
conservation of forests as an important naturaitattor biodiversity and climate stabilizing
systems and the rational sustainable continuousfuseest resources. This new Forest
Policy was reported to the Expert Review Team asl@ment contributing to NC5 during the
rview.

The proposed FSP is fully in line with the Rusdt@deration’s Energy Strategy until 2020,
the Climate Change Doctrine for the period unt2@0adopted in 2009 and the
Comprehensive Plan of Implementing the Russianraéda’s Climate Doctrine for the
Period until 2020, introduced by a government deofeApril 25, 2011.

The proposed FSP is fully aligned with the Energat®gy document of the Russian
Federation, which sets out the policy for the petip to 2020. In 2000 the Russian
government approved the main provisions of the Radsnergy Strategy to 2020, and in
2003 the new Russian Energy Strategy was confilogdtde government. The Energy
Strategy document outlines several main priorisincrease in energy efficiency, reducing
industrial impact on the environment, sustainalefeetbpment, energy development and
technological development, as well as improvedcgiffeness and competitiveness.

The FSP is also fully aligned with “The Concept lfamg-term Socioeconomic Development
of the Russian Federation”, which the Ministry @oBomic Development and Trade
published in 2007, and which has established ergffipfency and a rational model of
resource consumption as the first of five strategiections for the modernization of the
Russian economy.

The FSP is furthermore in line with the objectieéshe Russian Federation’s targeted
Programme “Environmental Safety”, which was laurtthe2011 and will be fully
implemented throughout 2012 and 2013.

By promoting energy efficiency in manufacturingustties and in state of the art greenhouse
nurseries the project is in full support of the ecof the President of the Russian Federation
“On Measures to Increase the Energy and Environah&fiticiency of the Russian

Economy”, which was adopted in 2008 and envisagesnergy intensity target reduction of
40% by 2020.

B.2. GEF focal area and/or fund(s) strategies, elilgjlity criteria and priorities:

The Project aims at the greening of Tatarstan’astrées by mitigating the contribution of manufaaig
industry clusters to climate change and by increpsieir resource efficiency in production procesze
well as by enhancing the agro-forestry industrgpacities to produce planting material (contairestiz
closed root system seedlings) at an industriabsc@his planting material is required by the Mirjsof
Forestry for the annual afforestation of 10,00@heultipurpose carbon sequestering
floodplain/riverbank protective forests.
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By decoupling industrial production from resouromsumption and pollution the project is fully
consistent with the GEF Climate Change overall dbje to support economies in transition towards a
low carbon development path.

The UNIDO TEST methodology is a well establishedrapch to help manufacturing industries identify
investment opportunities in energy and resourdeieffcy which result both in economic benefits thoe
industries as well as in a reduction of the indastrenvironmental impacts. By demonstrating to the
industries that these investments have an inteatalof return of 20% and above, the applicatiothef
UNIDO TEST methodology has proven in various ofr@jects that it effectively and efficiently
leverages significant investments by the indusinesenergy efficient, low carbon and low pollutio
technologies. Thus by mobilizing investments byitttkistrial sector and by strengthening the
institutional capacities for the establishmentwdtainable and operational financial and delivery
mechanisms, the project is fully compliant with tBEF Climate Change Focal Area Strategy Objective 2
to promote market transformation for energy efficigin industry and the building sector.

By facilitating the Transfer of Environmentally SaliTechnologies to agro-forestry industries antksta
owned nurseries for the industrial scale produatibplanting material (containerized closed roaiteyn
seedlings) required by the Ministry of Forestry ttoe afforestation of multi-purpose riverbank/flpdain
protective forests to enhance carbon sinks, thegrs fully aligned with the GEF Climate Change
Focal Area Strategy Objective 5 to promote congemand enhancement of carbon stocks.

B.3 The GEF Agency’'s comparative advantage for imgimenting this project:

UNIDO’s broad programmatic objectives and priogtigre defined in the Long Term Strategic Vision
Statement (2005-2015) and the Medium Term PrograrRnagmework (2010-2013). In line with its

mandate to promote and accelerate sustainable trradudevelopment in developing countries and
economies in transition, UNIDO focuses its resosiiaad expertise on three thematic priorities

* Poverty Reduction through Productive Activities
» Trade Capacity-Building
* Environment and Energy

As the leading service provider for improved indiastefficiency and sustainability in productive
processes, UNIDO assists developing countries andagnies in transition in reaching their economic
and environmental goals while simultaneously imm@atmmg multilateral environmental agreements.

UNIDO’s Green Industry Policy provides the crosstiog framework for all technical assistance
provided by the organization. Greening of industrie about promoting sustainable patterns of
production and consumption. Such patterns areréessirces consuming, energy efficient, non poltutin
and low waste. The greening of industries is alsmaoupling the consumption of material and energy
from production and economic growth and essentighpducing more with less and with drastically
reduced environmental impacts”.

Through UNIDO'’s Green Industry Initiative for a losarbon future UNIDO supports her partners in the
preparation green industries policies and guidslitbe preparation of country status reports on eco
efficiency, the initiation of green industry poliggrogrammes and reduction of the environmental
footprint of industries (low-carbon, low-water, lgwollution and low material inputs) along the value
added chain.

To minimize detrimental environmental impacts adustrial production processes UNIDO supports her
partners in the identification and clean-up of pidin hot spots, Transfer of Environmentally Sound
Technologies (TEST) and cost efficient end of gpkutions to mitigate industrial pollution as wa$ to
support the development of policies and regulafayneworks required for the greening of industries.
UNIDO supports her partners in the implementatibthe Stockholm Convention in the development of
National Implementation Plans for the phase ounhfRersistent Organic Pollutants (POPs) and therclea
up of contaminated sites.
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UNIDO has well established structures in the Rumsdtaderation that will become involved in and
support project implementation as well as a lorapding and sound track record in implementing
projects to improve industrial efficiency and redube industries’ detrimental environmental impaets
the Russian Federation. UNIDO’s Centre for Intdomatl Industrial Cooperation in the Russian
Federation was established in 1989 upon requestvahdull support of the Government of the Russian
Federation. With the Centre's activities mostly agnirated on investment promotion and technology
transfer the centre, with support provided by UNIB€&€adquarters, constitutes the ideal platformHer t
implementation of this project. While the centre pbmgs on average some 60 highly qualified
professional staff with in depth expertise in thedds of cleaner production, resource efficiencygngfer

of Environmentally Sound Technologies and climdtange mitigation, the centre also has a vast n&twor
of highly qualified and specialized experts, whign be mobilized to support the implementatiorhif t
project. Furthermore UNIDO is closely cooperatinghwthe Volga International Cleaner Production
Centre which has been established with supportigedvby UNEP and UNIDO and which is foreseen to
assume responsibility for project execution.

UNIDO has successfully completed a multimillion pi§rtfolio of projects in the Russian Federation in
the field of improving industrial efficiency anddwcing environmental pollution related to indudtria
processes ranging from phase out of HCFCS and giromaf HFC-free energy efficient refrigeration
and air-conditioning systems; establishment of Besiilable Technology (BAT)/Best Environmental
Practice (BAP) centre for environmentally safe dsg of potentially hazardous consumer products and
industrial wastes; market transformation progranomenergy efficiency in GHG-intensive industries in
Russia; identification, assessment and developoférttlas” and the data base of water related Best
Available Technologies (BAT); facilitating intermamal market access for manufacturing supplietsién
automotive component industry in the Samara regfdRussia; support to competitive and innovative
industrial development; business approaches faneleproduction in Russia; development of
methodologies of ICT statistics for Russia; extensif the programme for strengthening of the North-
Western cleaner production and environmental managecentre in St. Petersburg; Country Service
Framework (CSF) for the Russian Federation; sugpdite implementation of industrial policy for the
Republic of Mordovia; restructuring agro-industicaimplexes in Moscow region; support to the
integrated programme of Komi Republic; supporthi® integrated programme of Bashkortostan
Republic; integrated programme to support sustéénddwvelopment of industrial sector of the Russian
Federation economy; assistance for the small bssidevelopment with particular emphasis on business
women in the Russian Federation; regional assistlorahe restructuring and revitalization of inties

in Kaliningrad; integrated support to the Russiadéfation in promoting innovations; to a progranome
environmental protection from oil and hydrocarbatiytion using advanced technologies.

PART lll: APPROVAL/ENDORSEMENT BY GEF OPERATIONAL FOCAL POINT(S) AND
GEF AGENCY(IES)

A. RECORD OF ENDORSEMENT OF GEF OPERATIONAL FOCAL POINT (S) ON BEHALF OF THE
GOVERNMENT (S): (Please attach th@perational Focal Point endorsement letteni) this
template. For SGP, use ti@$-P endorsement letjer

NAME POSITION MINISTRY DATE (MM/dd/yyyy)
Rinat Gizatulin Deputy Minister, Ministry of Natural | 28.04.2012
GEF Operational Focal | Resources and
Point Environment of the
Russian Federation
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. GEF AGENCY(IES) CERTIFICATION

This request has been prepared in accordance with GEEF/LDCE/SCCE/NPIF policies and
procedures and meets the GEF/LDCF/SCCE/NPIF criteria for project identification and

preparation.
Agency DATE Project Email Address
Coordinator, Signature (MMdd Ay Contact Telephone
Agency name Person
Dmitri 08/13/2012 Christian +43 1 c.susan@unido.org
PISKOUNOV, Susan 26026 3541
Managin
Di_rec%]clr_g 1\6' Industrial
Programme Development
Officer
Development
and Technical
Cooperation
Division,
UNIDO
GEF FOCAL
POINT
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