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About IREEMA

Iran belongs to the top ten greenhouse gases emitting countries in the world, and the Iranian economy
is the most energy-intensive of all oil and gas producing nations. Domestic energy tariffs are set by
administrative decree far below export market prices. Over the last decade, energy productivity in Iran
declined further. Iranian policymakers are aware of the need to increase the energy efficiency (EE) of
the economy.

With the adoption of the Article 12 of the “Law on elimination of barriers to competitiveness and
improving the country’s financial system,” the legal basis was created for specific economic incentives
for energy efficiency investments. Because the implementation mechanism is still to be developed, no
such investment projects have yet been implemented.

The IREEMA project shall support Iran’s Vice-Presidency for Science and Technology to implement an
integrated energy efficiency market in practice.

The project, therefore, aims at developing together with the responsible Iranian stakeholders an
efficientimplementation mechanism and to lower transaction costs for potential investors. In addition,
the project aims at testing this approach in practice by developing the huge energy efficiency potential
in the country in two main areas: the gas sector with special focus on the South Pars Special Economic
Energy Zone (PSEEZ) in Assaluyeh and the sustainable energy supply in selected rural pilot areas. In
case of necessity, adjustments of the implementation mechanism will be suggested accordingly to
ensure proper functioning. The implementation mechanism shall become the corner stone of the
integrated market for energy efficiency in Iran. Such a functioning mechanism could foster the
implementation of Iran’s INDC and even raise the ambitions of policy makers.

IREEMA
c/o DIW Econ GmbH g
Mohrenstralle 58 ———
10117 Berlin, Germany Science & Energy Technology — Tarasht Co. (SET)
Unit 25, Habibzadeghan Ave., Teymoury Blvd.
Project Manager: Dr. Lars Handrich Post Code: 1459996600
Tehran, Iran
Tel: +49 (30) 2060 9720 Tel: +98 (21) 66083178
Fax: +49 (30) 2060 97299 www.se3tco.com
service@ireema.com Contact: Hesam Ghadaksaz
WWWw.ireema.com Email: hghadaksaz@se3tco.com
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Executive Summary

Energy efficiency has been an important agenda in the process of development of IR Iran. Strategies
and policies have been formulated and implemented in the framework of fiscal budgets and five-year
development plans since 1992 (1371 of Iranian calendar). Institutions for implementing energy
efficiency programs were established in the 1990s (in the decade starting in 1370). Laws on reforming
energy subsidies and improving energy consumption pattern were approved in the first decade of the
21% century (1380 decade). Despite legislation efforts, primary energy intensity has been increasing
continuously over the last four decades. The annual rate of increase in primary energy intensity was
estimated to be 4.1% in the period 1974-2016 (1353-95). The persistence of increasing trend of energy
intensity has been a major challenge of energy sector in IR Iran. Therefore, article 12 of law on
elimination of barriers to competitive production and improving financial system was approved in
2015.

Historical review of energy efficiency programs in IR Iran indicates that there have been considerable
achievements. Despite all achievements it is observed that the goals of reforming energy sector have
hardly been realized. It is also concluded that structural changes in energy market and the introduction
of competition and promotion of the private sector for active involvement in energy efficiency business
remains an important challenge of energy sector.

Achievements and problems persisting in the energy market shall be described in the present paper.
Policy paper number 1 presents a historical review of development of energy efficiency programs, and
this paper provides background analysis for the following policy papers. Policy papers are intended to
provide information for decision making, and they would present a framework for implementing
market for Energy Efficiency and Environment (M3E).
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