
SECTOR ANALYSIS 
(Talimarjan Power Project) 

 
A. Background 

1. Uzbekistan is a “doubly landlocked” country (i.e., surrounded by other landlocked 
countries). Its gross domestic product (GDP) in 2008 was $28 billion. From 1990 to 1995, 
Uzbekistan experienced an economic downturn, with a 15% decline in GDP and an 8% decline 
in primary energy supply. From 1995 to 2006, the country’s GDP increased by 69%, while 
primary energy supply increased by only 14%. Growth was stable during 2000–2008 but both 
the total primary energy supply and total final energy consumption remained almost flat during 
the period. 
 
2. Uzbekistan enjoys abundant fossil fuel energy resources with rich coal, oil, and gas 
reserves. The country has about 1.8 trillion cubic meters of proven natural gas reserves, 590 
million barrels of proven oil reserves, and about 3.0 billion tons of recoverable coal reserves. On 
an energy basis, gas reserves exceed oil reserves by a factor of 20. Uzbekistan’s primary 
energy demand was 48.5 million tons of oil equivalent (MTOE) in 2006, and is projected to 
increase to 72.6 MTOE in 2030 (an annual growth rate of 1.8%). The energy sector thus has a 
substantial export potential and is the foundation for growth. The government is seeking ways to 
augment its petroleum and natural gas output, to increase natural gas exports, and to draw 
direct foreign investment to the energy sector. Natural gas production and exports have been 
steadily increasing. In 2006, natural gas exports accounted for 10.2 MTOE, or 20% of 
production, and is 3.5 times above the 1990 level.  
 
B. Sector Strategy 

3. Uzbekistan’s development priorities are given in the Welfare Improvement Strategy 
Paper 1 , which stresses structural change and greater productivity. Energy security and 
affordability are priorities under the government's energy strategy. Energy efficiency is a key 
part of the energy strategy, which is underpinned by energy security and affordability. The 
government adopted policy and legal frameworks with clear goals to reduce energy intensity 
and losses, and action plans covering investments and institutional change. Specifically, the 
policies aim to (i) maximize savings through rational use and application of clean energy 
technology, (ii) integrate energy efficiency into national planning, (iii) improve sector 
performance  by commercializing utility operations, (iv) attract private sector participation, and 
(v) increase energy exports on a commercial basis. 
 
4. Energy security in Uzbekistan benefits countries in the region. It is a transit country for 
power trade and a top electricity supplier for Afghanistan. Uzbekistan uses its fossil fuel-based 
generation capacity to make up for winter shortages in countries rich with hydro resources such 
as the Kyrgyz Republic and Tajikistan. Uzbekistan also exports natural gas to these countries. 
In the medium to long term, Uzbekistan wants to diversify its electricity exports to new markets 
such as Pakistan.  
 
5. The government's power sector development plans cover physical and nonphysical 
aspects directed to ensure (i) uninterrupted and reliable power supply to all customers in 
Uzbekistan; (ii) security and reliability of the Central Asia Power System; (iii) equal access to the 
transmission system; (iv) investment in reconstruction, modernization, and expansion of power 

                                                 
1 Government of Uzbekistan. 2008. Welfare Improvement Strategy of Uzbekistan 2008-2010. Tashkent. 
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generation, transmission, and distribution systems; (v) diversification of the fuel mix for power 
generation; and (vi) improvement of management, operations, and performance of utilities 
based on commercial principles. On 30 September 2009, the Law on Electric-Power Industry 
came into effect, paving the way for private investment in power generation and distribution in 
the medium- to long-term. Further institutional and regulatory reforms will create an enabling 
environment for private sector participation. 
 
6. In the short and medium term (2009–2014), plans call for increasing power generation 
capacity to match the projected growth in demand of 3.1%–5.4% per year. To meet this 
demand, the government plans to build new and efficient combined cycle gas turbine (CCGT) 
power plants and replace some old and obsolete thermal power plants (TPPs), rehabilitate coal-
fired power plants, and build small hydropower plants. 
 
7. Uzbekistan is an active participant in the Central Asia Regional Economic Cooperation 
(CAREC), which includes Afghanistan, Azerbaijan, the People's Republic of China, Kazakhstan, 
Kyrgyz Republic, Mongolia, and Tajikistan. In 2008, the CAREC countries defined their long-
term strategy for developing the region's energy sector as to ensure: (i) energy security through 
the balanced development of the region’s energy infrastructure and institutions, stronger 
integration of the region’s energy markets to make available adequate volumes of commercial 
energy (and energy services of acceptable quality) to all physical and juridical persons in a 
reliable, affordable, financially sustainable, and environmentally sound manner; and (ii) 
economic growth through energy trade.2 In October 2009, the countries agreed to a framework 
action plan to collectively strengthen and expand the regional power transmission network to 
allow for increased regional power trade.3 The Asian Development Bank and other multilateral 
institutions participating in CAREC agreed to support diagnostic studies, capacity development, 
and investments. Under this framework, Uzbekistan started exporting power to Afghanistan (up 
to 150 megawatts [MW]) from early 2009 through a 220 kilovolt (kV) transmission line, and this 
is expected to increase to 300 MW. 
 
C. Sector Performance 

8. The energy sector in Uzbekistan is owned and managed by the government.4 Most 
energy infrastructure has been inherited from the Soviet era, and particularly in the power 
sector, the plants and equipment have reached the end of their economic life and are technically 
obsolete. Because of competing demands from other economic sectors on limited financial 
resources, the government has been unable since 1991 to allocate sufficient funds for adequate 
maintenance, rehabilitation, replacement, and expansion of the power facilities. To meet the 
projected increase in power demand, the government wants to improve power generation 
efficiency and increase capacity. In addition, Uzbekistan wants to increase its trade in power 
with neighboring countries. 
 

                                                 
2 Seventh Ministerial Conference of CAREC. 2008. Strategy for Regional Cooperation in the Energy Sector of 

CAREC Countries. Baku, Azerbaijan (November).  
3 Eighth Ministerial Conference of CAREC. 2009. Energy Action Plan Framework. Ulaanbaatar, Mongolia (October). 
4  The state-owned company Uzbekneftegaz is in charge of exploration, production, refining and/or processing, and 

distribution of petroleum and natural gas. Similarly, Uzbekenergo State Joint-Stock Company is responsible for the 
power industry, including Uzbekugol (coal) and Uzelektroset (transmission). 
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1. Sector Structure 

9. Uzbekenergo, the sole power sector utility in the country, is a vertically integrated and 
publicly owned monopoly. After the public sector reorganization in August 2001, the Ministry of 
Energy and Electrification was changed into an open joint stock company—Uzbekenergo. It 
owns and operates 10 thermal power plants, of which three are cogeneration plants, and 28 
hydropower plants. It also owns and operates the power transmission network, and distributes 
power to all categories of customers from its 14 regional distribution centers, which have 256 
distribution units located in different parts of the country. Further restructuring of Uzbekenergo is 
planned. The key objective is to commercialize its utility operations and introduce competition in 
various business lines, in what will be an evolutionary process. Uzbekenergo consolidates the 
financial reports of all its subsidiaries. Uzbekenergo’s financial management systems do not 
adequately meet international standards, and need strengthening.  
 
10. The accountability of Uzbeknergo can be further enhanced by capacity building in social 
safeguard monitoring and environmental mitigation measures. Transparency in financial 
management and reporting is another key area to strengthen Uzbekenergo's corporate 
governance. While Uzbekenergo’s overall technical capacity is adequate, it needs to build 
technical capacity in the operation and maintenance of CCGT technology. 
 
11. To realize the power system modernization and rehabilitation program, Uzbekenergo will 
continue to seek investment from international lenders and private sector. To secure finance, it 
needs to (i) modernize its accounting system with a financial management information system; 
(ii) enhance financial transparency, according to international auditing standards and reporting 
practices; and (iii) review its internal financial management structure by establishing internal 
auditing.  
 
12. Uzbekenergo wants to transform its management and operations to become a model 
power utility company in the region. This will involve introduction of new skills, new business 
practices and new technology in the short to medium term. The management of Uzbekenergo is 
committed to such change.  
 

2. Tariff Policy 

13. The electricity tariff has traditionally been low, and driven primarily by the low cost of 
natural gas relative to international prices. This has distorted the market and discouraged 
demand-side energy efficiency improvements. Further, inheriting the power infrastructure from 
the Soviet era without debt enabled the cost-recovery tariff to be set at a level that included only 
operation and maintenance costs, and not capital costs. Uzbekistan faces a challenge in 
accommodating the new financing required to undertake replacement of the aging utility 
infrastructure, most of which is operating beyond the end of its economic life.  
  
14. The government is committed to maintaining electricity tariffs that cover the cost of 
service. Since 2004, the nominal electricity tariff has increased by 18%-20% per year, and the 
per kilowatt-hour (kWh) retail tariff has risen by a factor of three (from SUM20 per kWh to 
SUM62 per kWh, or from $0.018 per kWh to $0.043 per kWh) since 2004. The continued tariff 
increase above the rate of inflation of around 10% has resulted in sustainable financial 
performance by the power utility without a direct subsidy.  
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3. Financial Performance 

15. The financial performance of Uzbekenergo has been strong over the last 5 years. It has 
achieved high profitability, with a low debt–equity ratio, helped by accelerated depreciation of 
fixed assets. Most of the fixed assets were inherited as equity, not as debt, and their residual 
value appears to have been already depreciated. The liquidity level has been high, due to a 
large balance between accounts receivable and payable. 
 
16. The projected financial sustainability for 2009–2015 incorporates Uzbekenergo's 
investment plan for expanding its power facilities. The total investment, including this project, 
will require funding of about $4 billion. It should be possible to implement the financial plan, with 
a good mix of debt and Uzbekenergo's internal sources, without putting undue stress on 
Uzbekenergo’s future finances and creditworthiness. However, the tariff should be adjusted to 
reflect the cost of services and inflation. 
 

4. Power Generation 

17. In 2008, the country generated about 50,254 gigawatt-hours (GWh) of electric power, 
imported about 925 GWh from countries in the region, and exported about 630 GWh. The total 
installed capacity for power generation in the country is about 12,400 MW, with less than 10,000 
MW available. TPPs represent 86% and hydropower plants 14% of capacity. Natural gas is 
used for 94% of the thermal power generation. All TPPs run on steam cycle technology with an 
efficiency of 31%, as compared to 55% for the advanced CCGT technology. Total losses (net 
generation output less invoiced energy) are 20% of generated energy.  
 
18. Most assets are 40–50 years old, and in poor condition, and thus require replacement 
and/or rehabilitation. Since 1991, only two power capacity expansion projects have been 
completed, which are (i) the rehabilitation of two 300 MW steam cycle units at the Syrdarya 
TPP, and (ii) the construction of one 800 MW steam cycle unit at the Talimarjan TPP. In the 
medium term, the government plans to replace about 570 MW of inefficient and outdated 
generation capacity with CCGT.  
 
19. Natural gas will be the dominant fuel used for power generation through 2030. In the 
short term, the government plans to increase natural gas production from 60 to 65 billion cubic 
meters (bcm) and double its exports to about 20 bcm annually. In the medium to long term, the 
plan is to cut domestic consumption to about 30–35 bcm annually. The low price of natural gas 
for power generation also affects the financial sustainability of the gas sector, as it is unable to 
invest in the new development and production, and transmission and distribution to achieve the 
production and export targets. Power generation efficiency will improve, with construction of 
three CCGT power plants (with a total installed capacity of about 1,650 MW) planned by 2014. 
This will reduce natural gas use per unit of electricity generated. 
  
20. The government also plans to construct small hydropower plants of about 330 MW 
capacity to be put into operation by 2015. Increasing the coal usage in power generation is also 
part of the government fuel diversification plan. In the long term, the proportion of power 
generated using coal is planned to increase from 4% in 2009 to 15% in 2020. Development of 
the coal industry has been slow. In 2002, the government set a production target of 10 million 
tons by 2010, nearly three times the 3.3 million tons produced in 2006. However, production 
remains below the target. The government is encouraging modernization and retrofit of facilities 
in the coal industry for efficiency gains, expanded coal production and reduced production 
costs.  
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21. The heavy reliance on fossil fuels in power generation and its inefficient use leads to 
negative environmental impacts. It is essential to reduce greenhouse gas emissions through 
introduction of clean power generation technologies (i.e., CCGT technology). 
 

5. Power Transmission 

22. Uzbekistan's power transmission system consists of 1,850 kilometers (km) of 500 kV 
lines, 6,200 km of 220 kV lines, and 15,300 km of 110 kV lines. Due to resource constraints the 
transmission system has not been properly maintained and upgraded. As demand increases, 
the transmission bottlenecks are becoming a serious problem in delivering a reliable supply of 
power to domestic customers. 
 
23. Southern Uzbekistan receives electric energy from the northern region, where 70% of 
power generation is located. However, over 90% of gas production is located in the south. This 
means gas is transported to the north for conversion to electricity, which is then sent back to 
customers in the south. This energy flow problem is compounded by the government's plan to 
increase industrialization in the south. The CCGT power plants to be constructed in Talimarjan 
and Navoi are located in the south, close to gas fields, which will reduce gas and power 
transmission losses. 
 
24. Central Asia enjoys abundant but unevenly distributed energy resources. During the 
Soviet era a regional energy system (oil, gas, and power transmission) was designed to take 
advantage of resource variations. The power grid of Uzbekistan comprises the backbone of the 
integrated and synchronized high-voltage power transmission network linking the systems of 
Kazakhstan, Kyrgyz Republic, and Tajikistan. The network operation and planning is managed 
by the Coordinating Dispatch Centre in Tashkent. Afghanistan is in the process of joining the 
network and wishes to meet a part of its demand with imports from Kyrgyz Republic, Tajikistan, 
and Uzbekistan. Trade is conducted on a bilateral basis, but these arrangements are currently 
constrained by ageing infrastructure. A reliable and secure network would enable commercial 
trade of power, and thereby reduce the economic cost to Uzbekistan and its neighboring 
countries of meeting their power needs. 
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Problem Tree Analysis 

 
CAPS = Central Asia Power System, CCGT = combined cycle gas turbine, GHG = greenhouse gas. 
Source: Asian Development Bank. 
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