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ENERGY BALANCE AND CURRENT STATE OF ENERGY SECTOR OF THE
KYRGYZ REPUBLIC

Abstract: Though transition from central regulation to free economy has caused many
economic and social difficulties for the Kyrgyz Republic, it has inherited from the Soviet times a
decent energy system that used to be able to secure stable growth and development. However,
lack of investment into energy generating and distribution systems during the transition period
has brought the country to a severe energy crisis that, coupled with the global financial crisis,
has significantly damaged the achievements of the transition period. The article is an attempt to
characterize the energy legacy that the Kyrgyz Republic inherited from the Soviet times and to
summarize the current energy balance in an effort to explore the solutions to the crisis in the
energy sector.

The power resources and energy supply of the KyrBgpublic are estimated as
satisfactory to meet both the present and futunmasel for energy However, potential
opportunities of the energy generation and distiglou complex have been utilized to an
insignificant degree, and during last 20 years rahgition from central regulation to free
economy the efficiency of the energy industry hasrédased due to underinvestment. Therefore,
the Kyrgyz economy faces substantial difficulties dails to supply enough energy to meet both
industrial consumers’ and households’ demand ferggn Heavy dependence of the republic on
imported fuel resources results in high vulnergipf the national economy to external shocks.

In the Soviet period the Kyrgyz power system wag pathe Central Asian energy grid
system. After the collapse of the Soviet Union, d§yastan has received a legacy of the power
plants and power lines located on its territory. riby the early independence years
“Kyrgyzenergo” was established, the state-ownedicadly integrated enterprise engaged in the
production, transmission and distribution of eledly throughout Kyrgyzstan. This organization
has recently been converted into separate compdRefsrming the energy sector, the Kyrgyz
government refused from subsidies, modified thenmayt system to improve the financial
condition of utilities companies and privatized ganies involved in distribution and
transmission of electricity.

The Kyrgyz government took steps in 1998 and 19098et the legal foundation for the
development of Kyrgyzstan's energy market, with theention of leading to the
commercialization and privatization of Kyrgyzstaareergy sector. Laws were adopted related to
electric power, oil & gas, energy conservation, #indnsing, and private ownership of land.
There was also a law enacted concerning foreigesimvent. The Kyrgyz State Energy Agency
worked out guidelines for rate policies, and setulps for users of electricity and district heat.

As of today, the energy sector suffers from twoangyoblems: insufficient investment in
the energy infrastructure and continuing techniesgées due to theft, faulty meters, non-accurate
reporting and non-payment. The volume of techrmsges of produced energy in 2008 reached
31.6% of total power generation, which actually mseahat during 4 months in a year the
Kyrgyz energy generating facilities generated eieity in futile.

In terms of the energy sufficiency rate that shdwesratio between the amounts of energy
produced and consumed, the Kyrgyz Republic’s pmsithay seem quite satisfactory, especially
in comparison with other countries and Europe Gesph 1). Yet, when analyzed closely the
whole picture is not as bright.

Graph 1. Energy Sufficiency Rate of the Kyrgyz Republic
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Source: International Energy Agency (IEA).

The International Energy Agency’s latest statis{@806) provide a good picture of the
current energy situation for the Kyrgyz Republi¢. groduces significant amounts of
hydropower, but relies on other countries for getrmn products, gas, and coal (see Graph 2).
The country produces almost no energy from alter@atources, such as solar and wind, though
it has considerable potential to exploit these.rEwvethe area of hydroelectric energy, where

Kyrgyzstan inherited significant capacity from tBeviet Union, it has so far failed to achieve its
full potential.

Graph 2. Energy Balance of the Kyrgyz Republic in 2006,
in thd. tonnes of oil equivalent (ktoe).

e T - 12 80

1400
|

1200

1000 | -

o

800 -

o
o

o
e

600 -

o~
o~
-

400 -

200- : - g 1z

r* Z
Production Renewables
Exports

Imports

Consumption

Source: International Energy Agency (IEA).

With respect to natural gas, though the Republaspsses considerable reserves of natural
gas, it extracts only 30 min*due to undeveloped infrastructure, while the aneoasumption
amounts to 750 min T Thus the Republic almost completely depends ansysplies from
neighbor Uzbekistan. In 2005 natural gas importsa#ed to 735,8 min fiy of which 166,3 min

2 Energy Balance for Kyrgyzstan 2006, Internationailgy Agency (IEA),
http://iea.org/Textbase/stats/balancetable.asp? CTIRYN CODE=KG




m® was consumed by thermal power plahts.

By projected estimates, undiscovered oil and gasrves in the Kyrgyz Republic make
about 289 million tons of fuel oil equivalent. Thi2 and natural gas recovery is of insignificant
vollimes which has decreased during the period 2995-by 2,2 times in oil and by 3,8 times in
gas.

If to examine the entire Central Asia region frdme regional aspect it may be found that
the region as a whole possesses a significant poessurce base, although traditional
hydrocarbon stocks are not distributed evenly. 5,6f6cost-beneficial world hydropower
potential is concentrated in the region. Over 2(%he proven world uranium reserves is the
share of Kazakhstan and Uzbekistan. Kazakhstarsrantong the top ten by volume of the

explored coal reserves.

Graph 3. Production of fuel and energy resour ces
of the CAR countriesin 2006
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The structure of production and consumption of ineb power resources across the
Central Asian republics (CAR) is shown in GrapiU2bekistan is in the top ten gas producing
countries in the world. The most part of the actoehl and oil reserves of the region is
concentrated in Kazakhstan, while the bulk hydrogoows accumulated in Kyrgyzstan and
Tajikistan, gas reserves in a more smoothed prigmorshared between Turkmenistan,
Uzbekistan and Kazakhstan.

Lack of organic fuels supply, especially in wingeason, drives the Kyrgyz energy
regulators to rely on electricity generated byhlgdropower stations, which leads to excessive
release of water from the water-storage resenasins is used for the electric power generation.

% National Agency Status Report, Kyrgyz Republic:A3. http://www.erranet.org/index.php?name=0OE-
elLibrary&file=download&id=4314&keret=N&showheader=N

* Kyrgyz State Development Strategy for 2009-2011,
http://rus.gov.kg/index.php?option=com_content&tagkw&id=1107




This causes flooding downstream the Syrdarya, Nanghother rivers, both in Kazakhstan and
Uzbekistan.

Dependence on fossil fuels imports is also a hega@mic burden for the Kyrgyz
economy. See Graph 4 for the Kyrgyz import strietwith the shares of different import items.

Graph 4. Imports Structure in 2007, %
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Kyrgyzstan must develop its energy and other ressumwithin a difficult geopolitical
environment, balancing its dependence on Uzbekisifim the possibility of selling energy to
countries such as China, Pakistan and Afghanistabekistan is perhaps as important a natural
gas supplier to Central Asia as Russia is for nafsEurope: the only major gas pipeline
connecting the Kyrgyz Republic to the larger netwigrthe Tashkent-Bishkek-Almaty pipeline.
Furthermore, although the Kyrgyz Republic can poadenough electricity for its own needs and
actively sells electricity to neighbouring counsiiét must import electricity from Uzbekistan to
supply its remote northern regions. This relianceoater sources is another consequence of the
now obsolete Soviet-built electrical grid, whichepents Kyrgyzstan from supplying all
domestic consumers from domestic sources.

In 2009 Uzbekistan pressed Kyrgyzstan to pay $2tQthousand cubic meters of gas in,
up from the 2008 price of $145 and only $55 in 20&xen though Kyrgyzgaz pays for about
half of the gas delivered from Uzbekistan in castl about half with Kyrgyz goods, including
water supplies, this forms an immense burden oiyngyz budget (see Graphs 5 and 6).

> Ferghana.ru Information Agency: “Talks over gaspdigs to Kyrgyzstan started in Tashkent”,
http://www.ferghana.ru/news.php?id=12667&mode=snews




Graph 5. Gas cost per thd m®, USD
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Graph 6. Mineral fuels imports, thd. USD
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On the other hand, the Kyrgyz Republic could trysteengthen its regional position by
enabling electricity exports to reach neighbourSauth Asia and provide for its own domestic
energy consumption. Water and hydroelectricity ddo¢ Bishkek's best tools. Especially the
control of river flows that reportedly account favme 70 percent of Uzbekistan’s water supply
would be an obvious bargaining chip in the eventaotrisis. The major Russian-Kyrgyz
hydroelectric project currently underway seems # & clear move in this direction. On
December 2006 the Kyrgyz Republic and Russia arcexian agreement to launch a billion-
dollar project, which could see Kambarata- 1 anthKarata-2 hydroelectric power stations built
to supply electricity for domestic consumption afudt export to Afghanistan, China and
Pakistan.

However, the project will affect flows to largerarby countries — particularly Uzbekistan
and Turkmenistan. Building the new station coulddo the water levels of the Syrdarya or
Amudarya rivers, ultimately harming irrigation fleWor cotton crops in neighbouring countries
that depend on significant amounts of water froeséhsources. Furthermore, international law
backed by agreements signed with the United Natipnshibits the Kyrgyz republic from
depriving Uzbekistan of water resources. So, alghokiyrgyzstan could decide to increase its



energy production by exploiting its untapped hytkogical potential, there are many regional
political issues that could adversely affect amgléerm planning in this direction.

Taking into consideration all the above-mentionacts, we believe that pursuing the path
of sustainable development would benefit all partiRecent history of humanity and its
economic development, in particular, characterizgd unchecked exploitation of natural
resources and incautious treatment of environmbag shown us the importance and relevance
of the concept of sustainability. In the lightadf environmental challenges that face the Kyrgyz
Republié, the renewable energy sources as one of the impopatterns of sustainable
development that can alleviate the energy effigreaed energy shortage problems should be
given full-fledged government support.

Recognizing the dire state of the country’s enesggtor and supported by the urgent
environmental issues and authoritative scientifilence, Kyrgyz environmental NGOs have
long steered the government into adopting legmtatin alternative sources of energy. Energy
production from renewable energy sources is devpiog very fast in most of European
countries, which have targeted to produce 20% dl tenergy from renewables by 2320
Contrary to this, development of the sector in Kggjan is very low in spite of the fact that
using renewable energy sources is economicallyifieasn many regions. They could be
particularly important in remote regions that hawecentralized energy supplies.

In May 2006 Unison Foundation, a Kyrgyz environna¢NGO, organized Central Asian-
European International Forum on Climate Change ‘tvas designed as a forum and platform
for high-level policy makers, business actors aeyg &takeholders for discussing and drafting
opportunities for cooperation on climate charfigé’ater in December pursuing the same goals
Unison organized a conference named “Promotioeiméwable sources of energy in the Kyrgyz
Republic”. In September 2008 the State Departmentrégulation of energy of the Kyrgyz
Republic and Asian Development Bank co-hosted therth Annual Meeting of the Central
Asia Regional Economic Cooperation (CAREC) Eledyi®Regulators Forum that was named
“Independent regulation in the promotion of privagetor participation, Energy Efficiency, and
Renewable Energy”. In November 2008 the Kyrgyz gafien attended international seminar on
renewable energy in Central Asia, organized byGhmegie Endowment for International Peace
in Tashkent, Uzbekistan.

All types of alternative energy have been promdigdkyrgyz NGOs that disseminated
information on benefits of using renewable sourcE®nergy. Important work on promoting
biogas-generating units was done by Unison. Fopritggect on energy saving in public sector
and introduction of new scheme of collaborationhwénergy distribution companies the
organization was selected as the National winneKfogyzstan of the Energy Globe Award, an
important environmental prize, in the year 2007.

Ecological Movement BIOM has been realizing Schealject for Application of Energy
and Resources since 2003 with special focus om sakrgy and had trained local communities
in 20 villages all over Kyrgyzstan how to constrgotar water heating units. The movement’'s
activity has been presented as one of positivetipesc on the 6th Ministerial Conference
“Environment for Europe” in 2007 in Belgrade, Serbi

United Nations Development Program in the Kyrgyp@R#ic has been the focal point of
these efforts to advance renewable energy sounci icountry. It has facilitated publishing of
many reference books and manuals on adoption amafuslternative energy sources and held
many seminars and trainings to inform the Kyrgybgle about opportunities that renewable
energy technologies provide. UNDP also took thel leapreparation of a draft of the law on

® Kyrgyzstan: Melting glaciers threaten livelihootRINNEWS,
http://www.irinnews.org/report.aspx?Reportld=80420

7 Agreement reached at Spring European Council,Na&h 2007, Brussels, Belgium.
8 Annual report for 2006-2007, Unison Foundation (wwanison.kg).




renewable sources of energy. Because of lack af cldes of the game foreign business, though
aware of its great potential, has been wary ofstiag in this industry.

This capacity building in the field of renewableeeyy sources, powered by active and
well-coordinated participation of non-governmentaector, combined with adverse
circumstances in the energy sector of the KyrgyguRéc, compelled the Kyrgyz government to
recognize urgency of the issue and to pass legislain renewable energy sources. On the last
day of 2008 the President of the Kyrgyz Republic Bakiev signed the law “On renewable
sources of energy”.

We are positive that the adoption of this law i$ydhe first step in the right direction and
we hope that in the future the state authoritie mot steer from it and will help fatherly
cultivate a fertile soil for the green sprouts Ire tnascent renewable energy industry in the
Kyrgyz Republic.
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