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Renewable Energy Development in Uzbekistan

Renewables in the New EU Strategy on Central Asia

It has been less than a year since the new EU Strategy on Central Asia was released
(June 2019). The Strategy is considered to be the basis for tactical European
Commission planning ahead of the new Multiannual Financial Framework 2021-2027.
The EU, led by EU Special Representative Ambassador Peter Burian, continues the
consultation process that started during the first ever EU-Central Asia Forum held in

Bishkek during July 2019, which focuses on the implementation of the new Strategy.

During the past thirteen years, the EU has been increasing its presence in the region
and creating several platforms and mechanisms to improve ties with Central Asian
authorities. Human rights, security, stability, rule of law and the EU’'s model of
governance were among the priorities of the first, and somewhat ambitious strategy
from 2007. Despite its political intentions, many Central Asian governments were more
interested in increasing trade with the EU, attracting foreign direct investments (FDI)
for big infrastructure projects and obtaining technological expertise and know-how

from Europe.

Energy is one of the features that separate the new EU Central Asia Strategy from its
predecessor. Both documents focus on energy, among other things, but in the
previous Strategy the weight is on capitalizing Central Asia’s potential to be a supplier
of oil and gas and on the development of an adequate transport infrastructure of
these natural resources as a way of further securing and diversifying Europe’s sources
of energy provision. The issue of renewable energy and sustainable development was

scarcely mentioned in 2007, whereas the new 2019 EU Central Asia Strategy puts
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renewable energy and sustainability at the centre. It prioritizes key goal and sets

guidelines to further develop the sector.

This is also reflected by how the strategies talk differently about transfer of European
knowledge, expertise and know-how to Central Asian countries. The 2007 Strategy
states that the EU will “support initiatives for know-how transfer and capacity building”
for the purpose of promoting economic development, trade and investment in Central
Asia. This is so as to contribute to making the region a future reliable partner for the
EU. In the new 2019 strategy, the sharing of “"EU technology and expertise” is directed
towards the advancement of “renewable energy and energy efficiency”, which is
achieved by "building upon the region’s potential in solar, wind and hydroelectric
energy.” More importantly, the rationale behind having as a strategic objective “"Central
Asia’'s reforms of the energy sector and transition to a low-carbon economy” is that
this will ultimately “contribute to strengthening the region's energy resilience, helping
to meet its climate objectives and create jobs and business opportunities on both
sides.” “Sustainable management of natural resources” is also something the EU aims

to share experience in, according to the 2019 Strategy.

The first page of the 2019 Strategy reads: "renewed efforts to promote Euro-Asian
connectivity have increased interest for the EU's approach to sustainable connectivity”.
Such issues related to sustainability, the environment and climate change are a
common and reoccurring theme throughout the Strategy. Attention to detail is given
to the environment, with important sub-sections like “Enhancing Environmental,
Climate and Water Resilience” and “Promoting Sustainable Connectivity” appearing in

the “Partnering for Resilience” and “Partnering for Prosperity” sections of the Strategy.

The shift towards renewable energy of course plays into all of this. In this sense, an
indicative future strategic action course set out in the 2019 Strategy is that “the EU will
cooperate with Central Asia to promote the regulatory frameworks, technologies and
skills required to lower the costs, develop renewable energy sources and energy

savings technologies and mobilise investment through blending and other financial
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incentives.” As noted in the Strategy, this is done to meet the needs and interests of
Central Asia, which faces both socioeconomic and environmental challenges. It also
takes into consideration the EU when it comes to securing and diversifying its sources

of energy supply.

Energy-hungry Uzbekistan

Uzbekistan is one of the few countries in Eurasia that is totally energy-independent.
With abundant gas reserves and a growing gas production rate. Uzbekistan is the 3™
largest gas producer in Eurasia, behind only Russia and Turkmenistan. Worldwide it
remains the 8™ largest producer.! Traditionally the energy composition of Uzbekistan
has rested upon hydrocarbon consumption. Hydrocarbons, mainly gas, comprise 97%
of the country’'s energy consumption, with the remaining 3% coming from hydro, coal

and charcoal.

With a population of 33 million people, Uzbekistan is making up nearly half of the
region’s total population and is the largest energy consumer. Uzbeks consume
approximately 49.07 billion kWh of electric energy per year. Per capita this is an
average of 1,489 kWh. Experts say that Uzbekistan's electricity needs are expected to
roughly double by 20302, Archaic energy infrastructure and increasing energy demand
for the fast-growing population and economy of the country have alerted the
authorities. At the same time more than half of Uzbekistan's population lives in rural
areas, where electricity shortages and cut-offs are frequent due to illegal energy

tapping and the poor state of the energy infrastructure3. In Tashkent there is no

! https://www.globallegalinsights.com/practice-areas/energy-laws-and-regulations/uzbekistan

2 Authors’ interview in Uzbekistan with UNDP source, 19/12/2019, Tashkent.

3 The energy losses due to outdated transmission lines is between 15%-18%, authors' interview in
Uzbekistan with UNDP source, 19/12/2019, Tashkent.
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problem in generation capacity, there is oversupply, but according to technical

interviews it remains more difficult to meet energy demands in the Ferghana Valley.

The Uzbek government is interested in implementing energy efficiency projects, to
diversify the use of hydrocarbons and to increase its gas exports* as well as to
encourage renewable energy programmes. The authorities aim at achieving by 2031 a
consumption of renewable energy equal to 21% of the overall energy consumption in

the country®
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Wind energy potential in Uzbekistan®

4 Gas is the main thing in Uzbekistan. If the government sell gas they will earn approximately $160 per
1000cf but if they use it for electricity productions they earn 3.4-3.7 cents per kW, authors' interview in
Uzbekistan with UNDP source, 19/12/2019, Tashkent.

> https://www.ebrd.com/work-with-us/projects/tcpsd/support-for-the-implementation-of-wind-auctions-

in-uzbekistan.html

6 Uzbekistan's wind energy potential is fair because stronger winds of 5 m/s are prevalent in regions
such as the Aral Sea coast and Plato Ustyurt:

http://ebrdrenewables.com/sites/renew/countries/Uzbekistan/profile.aspx
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© 2019 The World Bank
Source: Global Solar Atlas 2.0
Solar resource data: Solargis

Long term average of PVOUT, period 1999-2018 ——1 100km
Daily totals: 3.6 3.8 4.0 4.2 4.4 4.6

TN <Wh/KWp

Yearly totals: 1314 1387 1461 1534 1607 1680

Photovoltaic Power Potential in Uzbekistan’

In the absence of meters in households and given the fact that the cost of gas and
electricity for the population is subsidized by the state, the Uzbek government decided
in July 2019 to increase gas and electricity prices® in an effort to lure investors to the
country’s energy sector and reduce gas and electricity consumption in the domestic

market.

"https://globalsolaratlas.info/download/uzbekistan

8 http://caspianbarrel.org/az/2019/08/uzbekistan-raises-gas-and-electricity-prices-the-country-is-

preparing-for-changes-in-the-energy-sector/

9 https://eurasianet.org/uzbekistan-utilities-prices-to-go-up-as-lure-to-investors
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In the wave of economic and political reforms under the President of Uzbekistan
Shavkat Mirziyoyev the energy sector was one of the top priorities. In February 2019
the President formed the new Ministry of Energy authorized to be the sole regulator of

all energy sub-sectors in the country.

L I
-

In order to liberalise the energy market and to attract private investments, the
government in close cooperation with an international energy group composed by the
World Bank (WB), the European Bank for Reconstruction and Development (EBRD) and
the Asian Development Bank (ADB), proceeded into the unbundling of the state-owned
company Uzbekenergo (April 2019), which until then had been in charge of the entire
energy sector. The three new subsidiaries are now in charge of energy generation,
energy transmission and energy distribution under the direct supervision of the

Ministry of Energy.
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A notable legislative move towards the liberalisation of the energy market is the new
Public-Private Partnership (PPP) Law which was approved in May 2019 and entered into
force on 12 June 2019; a legal framework which basically allows foreign and local
investors to participate in the development of major energy projects in cooperation
with the state'®. Abu Dhabi Future Energy Company (MASDAR) won the bid to develop
100MW utility-scale solar plant at Uzbekistan's Navoiy region', which is the first
public-private partnership (PPP) project that is led under the International Finance

Corporation’s (IFC) scaling solar programme.?

A similar example is the new law on Renewable Energy (May 2019) that incentivises the
construction of solar, wind, biomass and hydro plants up to 30 MW. On top of that the
government tasked the EBRD with the development of the first wind auction for

Uzbekistan.
The Nuclear Alternative

One might argue that a country like Uzbekistan, which has signed the Non-
proliferation Treaty and the Central Asian Nuclear Weapon Free Zone Treaty, would not
consider building a nuclear power station. Even more due to the region’s history as a
testing ground (Semipalatinsk Test Site in northeast Kazakhstan) of more than 450

nuclear tests between 1949 and 1989.

However, in order to meet the growing demand and to tackle electricity shortages and

cut-offs in rural areas of the country, Tashkent decided, in cooperation with the

10 Authors' interview in Uzbekistan with EBRD source, 19/12/2019, Tashkent.

" Authors' interview in Uzbekistan with UNDP source, 19/12/2019, Tashkent.

12 Under the IFC's scaling solar programme, Uzbekistan looks to develop up to 1GW of solar power.
Following the agreement with MASDAR, the National Electric Networks of Uzbekistan and the French
company Total Eren signed another PPP agreement for 100 MW solar power station located in the

Samarkand region.
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Russian state-owned nuclear energy company Rosatom, to build the first commercial

nuclear power plant in the region.

LEAR ENERG
IC OF UZBEKISTAN. || :l ‘

The nuclear initiative was launched in October last year by UzAtom which was
established under the decree of President Mirziyoyev only a few months earlier
(07/2019) and Rosatom, which plans to build two 24 GW VVER - 1200 type
Rosatom reactors (water-cooled power reactors) starting in 2022. The project which
is worth an estimated $11bn is expected to produce power by 2028 and it is

expected to cover 15% of Uzbekistan's energy mix.’3

3 Authors' interview in Uzbekistan with UzAtom source, 20/12/2019, Tashkent.
10
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Based on information gathered through semi-structured interviews in Uzbekistan by
the authors with EBRD, UNDP and UzAtom sources, the reasoning and benefits of

the nuclear alternative are the following:

% The two reactors will be commissioned in 2028 and 2030, respectively. The
target of the nuclear power plant will be to produce 117bn KW hours of
electricity per year by 2030. Stable electricity supply — compared to solar and
wind and gas shortages;

% Solar and wind, which are under-developed, are expected to deliver only 3%
of power generation; and they are not considered a stable source of energy;

% Uzbekistan is the world’s 7th biggest uranium producer with a 2018 output
of 2,404 tonnes;

% Uzbekistan produces/generates electricity from gas turbines (85%), by adding
nuclear in the energy mix it will increase the energy export potential of
Uzbekistan; enable the use of natural gas for other purposes such as
petrochemicals production or export; and achieve a reduction of 14 million
tonnes of Co2 emissions and 36,000 tonnes of nitrogen oxides and improve

the environment;

e

AS

On top of this, revenue also may come from planned electricity exports to

neighbours, primarily Afghanistan.

At the moment UzAtom is working on the Engineering, Procurement and Construction
(EPC) contract with Rosatom — under the Intergovernmental Agreement between the
Republic of Uzbekistan and the Russian Federation — for the construction of the
nuclear power plant possibly at Lake Tuzkan, on the edge of Kyzyl-Kum desert (Navoiy
region). The agreed location has not been finalised, but multiple options are being
discussed including Jizzakh region (close to Samarkand) because there are concerns

about seismic safety in Navoiy.#

4 Ibid.
11
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One might rightly express concerns regarding safety since Uzbeks have no previous
experience or any training with regards to the safe management of spent nuclear fuel
and radioactive waste. According to a recent survey by troll.uz'®>, which was quoted in
BBC'®, 61% (out of 6,600 participants) are against the idea of having a nuclear power
plant in Uzbekistan. They acknowledge the need for more power generation, but prefer
to explore alternatives. When the representatives of UzAtom were asked to explain
how the government communicates the benefits of nuclear energy and mitigates safety

concerns the answer was that:

“We work in this area every day. Other polls say that 60% of the participants support
the project. It is a new project and we are trying to change the public’s opinion. In
Uzatom’s system we have information centres and we work with schools, students,
Universities and show pros and cons on nuclear enerqgy. On the technology-education
nexus, in September 2019 branch of National Research Nuclear University MEPh a
leading Russian engineering university started work in Tashkent. The MEPhI Tashkent
Branch will train skilled nuclear industry engineers and researchers and offers free
tuition, but graduates will have to work five years at an UzAtom Nuclear Energy
Agency company or at the Nuclear Physics Institute of the Uzbek Academy of Sciences.
Regarding safety, priority is the establishment of a reliable system for long-term
storage and the development of processing technologies, as well as the creation of an
industrial infrastructure for the disposal of radioactive waste generated during

processing.””

On top of that, the International Atomic Energy Agency's (IAEA) board of governors
approved four projects aimed at building up Uzbekistan's technical capacity, human

resources, developing nuclear infrastructure, and strengthening nuclear and radiation

> https://www.facebook.com/TrollUZB/posts/1044690455733920
16 https://www.bbc.com/news/blogs-news-from-elsewhere-48853100
7 Authors' interview in Uzbekistan with UzAtom source, 20/12/2019, Tashkent.

12
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safety.’® The programme provides, among other things, for the strengthening of
nuclear and radiation safety in the operation of nuclear facilities in Uzbekistan as well

as the dissemination of nuclear knowledge.
The role of International Financial Institutions (IFls)

It was mentioned earlier that renewables — solar and wind — are expected to deliver
only 3% of power generation; and they are not considered a stable source of energy.
Despite the very limited expectations, Uzbek experts expressed certainty that
renewables will represent an increasingly significant percentage in the energy mix in

the future:

“[Enerqy] diversification is increasing. The diversification of Uzbek Energy — including
more renewables — was already planned before [President] Mirziyoyev. Natural

resources, like gas get more expensive. That's also a factor for diversification.””

The transition from gas-generated electricity to renewable-dependent (including
nuclear, solar, wind, hydro) will take at least a decade. In the meantime electricity
prices will keep rising risking public discontent. The challenging part is how to keep
electricity prices low while at the same time allocate funds in renewable energy
projects — even small scale ones — for either individuals or large scale companies.

According to an Asian Development Bank Institute paper by Hooman Peimani on
“Financial Barriers to Development of Renewable and Green Energy Projects in Asia”
regarding the spread of renewables in Asia (including Central Asia), the author

suggests that:

18 https://www.world-nuclear-news.org/Articles/IAEA-approves-four-projects-for-Uzbekistan and

https://www.neimagazine.com/features/featureuzbekistans-nuclear-aspirations-7145738/

19 Authors' interview in Uzbekistan with UzAtom source, 20/12/2019, Tashkent.
13


https://www.world-nuclear-news.org/Articles/IAEA-approves-four-projects-for-Uzbekistan
https://www.neimagazine.com/features/featureuzbekistans-nuclear-aspirations-7145738/

@ENC_Europe ,

"..the availability of funds for realizing [renewable] projects has been the single most
Important determinant in the Asian countries’ limited success in expanding their green

renewable energy sectors.?°

What Peimani identifies as key obstacle is the fact that financing renewable energy
projects requires large borrowing. In Asia, including Central Asia, the main source of
funding for these projects are local banks. However, many banks are reluctant to
finance them for mainly two inter-related reasons: high risks and a low rate of return

on invested capital compared to fossil-energy projects.

In Central Asia the reason why renewables has not gained momentum is explained by
on the fact that the hydrocarbon extraction business is so much more lucrative than
renewable energy projects. Investments in the latter have a lower rate of return than
the ones in fossil fuel. High fossil fuel subsidies and low electricity prices significantly
reduce the competitiveness of renewables in Central Asia.?’ Local financial institutions
are reluctant to provide loans for renewable energy projects that they consider risky,
thus making it impossible for small and medium-sized enterprises (SMEs) or potential
investors — local or international — to bear the initial costs and risk. This, in turn makes
it more difficult to obtain the technological equipment necessary for the reduction of

electricity generation costs.

In Uzbekistan's case, the deposits are very low and the banks are not able to finance

such projects?? in general. The public sector is better positioned for such investments,

20 Peimani, H. 2018. Financial Barriers to Development of Renewable and Green Energy Projects in Asia.
ADBI Working Paper 862. Tokyo: Asian Development Bank Institute. Available:
https://www.adb.org/publications/financial-barriers-development-renewable-greenenergy-projects-asia

21 Nabiyeva, Komila. 2015. Renewable Energy and Enerqy Efficiency in Central Asia: Prospects for German
Engagement. http://www.succow-
stiftung.de/tl_files/pdfs_downloads/MDF%20Working%20Paper/MDF%20Paper_RE%20and%20EE%20in%2
0Central%20Asia_Kominla%20Nabiyeva_2015.pdf

22 Authors' interview in Uzbekistan with UNDP source, 19/12/2019, Tashkent.
14
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as can be seen in the case of the EPC with Rosatom, which will be funded by the
Uzbek government and soft loans from the Russian government. For example the
cooperation of the Uzbek State Fund for Reconstruction and Development and
International Financial Institutions (IFls) which are active in Uzbekistan like the EBRD,
ADB and the Islamic Development Bank could for example provide support. It could
help in improving access to green financing for households and large or small medium

enterprises (SMEs).

At the moment, upfront capital cost is very high for households and businesses,
however several IFls are supporting the Uzbek authorities and local banks by for
example providing green mortgage for households (UNDP) or considering green loans
(EBRD) or energy efficiency loans for large enterprises by the WB ($150-200 mil.).??
Based on information gathered through semi-structured interviews in Uzbekistan by
both authors with EBRD and UNDP, the following should help provide the reader with

an overview of IFls" activities in Uzbekistan’s energy sector:

» Collaboration among the Uzbek Ministry of Construction, the UNDP and the

L)

local Qishlog Qurilish (Rural Construction) Bank (QQB) in a 3-year pilot project
involving the installation of solar water heaters and PV systems for lighting in
2,500 houses in five different regions with different climate conditions. The aim
is to achieve 30% reduction of energy usage;

< $300mil support for energy efficient rural housing by the Islamic Development
Bank (ISDB). From January 2019 onwards, all houses built under ISDB of ADB

funding must be energy efficient;

<3

» Modernisation of power generation infrastructure in Uzbekistan: EBRD and ADB

in cooperation with the Uzbek Fund for Reconstruction and Development are

23 |bid.
15
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co-financing the installation of additional 900 MW combined cycle gas turbines

to at the existing Talimarjan power plant®;

o%

% EBRD and ADB guidance on tariff affordability and tariff methodology;

X/
°e

Block tariff recommendation by UNDP

e

% $150mil project by ADB in advanced electricity metering in Uzbekistan which
was concluded in 2019 and justifies the need to expand throughout the country
the smart energy meters in order to measure how much energy each household

spends.?

Areas of cooperation for the EU

This section contains a few recommendations?®, driven by the new EU Strategy on
Central Asia. It includes goals, intentions and plans directed to the EU on what could
be the next steps on the path towards development of the renewable energy sector in

Uzbekistan.

Education first...
% Educational and vocational training programmes targeting renewable energy in
Uzbekistan are lacking. Among the other areas highlighted in the new Strategy,
particularly strong emphasis was given to educational and vocational training
programmes. Joint research projects between European and Uzbek academic
institutions, for example on the linkage between employment and renewable

energy projects and development of curricula specifically focused on renewables,

is a practical example of how the EU can and should foster the creation in

24 Up to $240mil is EBRD's loan to JSC Uzbekenergo, making it the largest EBRD investment in
Uzbekistan to date.

25 Right now the consumer price of electricity in Uzbekistan is $3.4-3.7 (295 Uzbek Som) per KW.
26 Recommendations are based on field research, conducted interviews, informal discussions and a

substantial literature review.
16
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Uzbekistan of the necessary human capital for the shift towards renewable
energy. The example of Turkey may be relevant, particularly for the upcoming
EU Central Asia Economic Forum, as Turkey has benefited greatly from EU
funding, training, customs union liberalisation and generates as much as 46% of

its electricity from renewable sources.

X/
°e

Also in terms of education, a specific case to look into is trainings related to
safety and maintenance of nuclear reactors and the managing of nuclear waste.
The field research showed that there is no qualified staff in the country to take-
over the maintenance and safety of a nuclear reactor. Since the agreement
between UzAtom and Rosatom does not include exclusivity clause regarding
training and education of Uzbek scientists, authorities in Tashkent are looking
towards Japan, US, and Europe for support. The Uzbeks are ‘positive on
cooperating with the EU on safety measures/best practices, exchanges with

European Universities and EURATOM, including workshops and trainings”?’

X/

% Support EU-Uzbekistan youth training/fellowship programme(s) specifically
working on thematic priority areas like environment, connectivity/infrastructure,

energy/renewables and civil-society or academic dialogue in these fields.?®

Visibility for both...
% Public awareness and media coverage on the benefits of renewables is low. The
EU should also prioritize raising public awareness on the benefits of renewables
through university lectures with the involvement of private sector and think-
tanks. An excellent opportunity to reach out to youth and inform them about

renewables and sustainable development as well as linking them with the

business community.

27 Authors’ interview in Uzbekistan with UzAtom source, 20/12/2019, Tashkent.

28 1t is strongly suggested that training programs and fellowships receive co-funding from EU institutions
and Uzbekistan, to guarantee co-ownership, trust and responsibility. Both civil society, research centres,
and/or civil society from Uzbekistan and the EU should be included to support skill-transfers and best

practices.

17
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% Put renewables on the map actively by placing it as one of the top priorities, not
only for Uzbekistan but for the whole region, during the first ever EU-Central

Asia Economic Forum which is scheduled to take place in Bishkek during 2020.

X/
°e

EU-Central Asia Portal: a co-owned and civil-society/think-tank-managed online
portal which supports the digitalisation, production, categorisation and
publication of relevant information, mapping, EU strategies, communication
material (e.g. audio-visual, images, infographics), contacts/who’'s-who and EU
funding opportunities among other things. An all-encompassing tool accessible
to everyone in which Uzbeks and Central Asians in general, will be able to find
information — in their local language — about energy efficiency projects in
housing such as the one implemented by the Uzbek Ministry of Construction,
the UNDP and the local QQB or which local financial institution is lending

money to SMEs to implement green projects.

Working with IFls...

% The EU should work closely with IFls. The new Strategy explicitly refers to
partnerships with financial institutions (among other local and international
actors) as an important cornerstone for the implementation of projects directed
towards economic growth and advancement of renewable energy in Central
Asia. Currently, major donors supporting renewable energy and energy efficiency
projects in Uzbekistan include ADB, EBRD, WB and ISDB. Therefore, there is a
wide range of donors and partners in the country available to the EU to work
with.

% Provide in cooperation with IFls credit to local banks which are cautious in
lending money to, as Peimani identified them, “riskier SMEs”?® which include

renewable green energy projects.

29 Peimani, H. 2018. Financial Barriers to Development of Renewable and Green Energy Projects in Asia.
ADBI Working Paper 862. Tokyo: Asian Development Bank Institute. Available:

https://www.adb.org/publications/financial-barriers-development-renewable-greenenergy-projects-asia
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% Large financing is not available and local banks only permit the realisation of
affordable small-scale projects, which effectively means that the EU should
support IFls in the financing of small renewable energy power plants and in the

decrease of large-scale companies to medium size in the country.

Synergies with third countries...3°

China with its Belt and Road Initiative (BRI) is not the only active player in the region.
Following the release of the new Strategy, the EU Special Representative for Central
Asia Ambassador Peter Burian focused on consulting important international partners
to render the new Strategy more multilateral and financially concrete. He has visited

several potential partner countries like Turkey®' and the Republic of Korea (RoK).??

The RoK could be an important future partner for the EU in the renewable energy
sector in Central Asia in general and in Uzbekistan specifically. The EU should follow up
on Ambassador Burian’s visit to the RoK (November 2019) and Turkey (January 2020)
by inviting members of private business, think-tanks researchers and renewable energy
experts to participate in the first ever EU-CA Economic Forum for the following
reasons:
% Since 2017, under President Moon-Jae, there has been a decisive shift in the
country's internal energy policy and the country aims at gradually abandoning
coal-fuelled power plants and at partly diminishing the amount of energy
produced using nuclear power plants. It should be noted that these adjustments
are part of a broader and more long-term development in the RoK of an

internal and global strategy aiming at boosting the country’s “green” sector and

30 The study does not exclude other countries for cooperation, the authors chose to focus on the case studies of
RoK and Turkey following Ambassador Burian'’s visits to Seoul in November 2019 and Ankara (with an ENC
Delegation) in January 2020 and because the field of EU-RoK-Turkey-Central Asia cooperation is understudied
and deserves more attention.

31 http://www.encouncil.org/ourwork/new-eu-strategy-central-asia-new-prospects-synergies-closer-
cooperation-european-union-turkey-region/

32 https: //eeas.europa.eu/delegations/indonesia /71086 /eu-special-representative-central-asia-meets-rok-
deputy-minister-foreign-affairs en
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overall economy. Nevertheless, the RoK aims at becoming a leader in the global
transition towards a renewable energy-based economy, and therefore it is worth

looking to it for future cooperation;

X/
°e

The RoK-Central Asia Cooperation Forum — an annual consultative mechanism in
place since 2007 — which took place at ministerial level for the first time last year
(10/2019) in Nur-Sultan focuses on thematic areas similar to the ones

highlighted in the new EU Strategy for the region: energy, water resources,

environment, T, culture, healthcare and medical services and tourism

development;

% Approximately 300,000 ethnic Koreans live in Central Asia, most of them in
Uzbekistan;

% More than 600 Korean companies operate in Uzbekistan;

< RoK is one of Uzbekistan's most important investors with over $1 billion worth
of investments in sectors such as gold and tungsten extraction, coal, electronics,

local banking market and energy;

K/

AS

RoK and Uzbekistan are ready to conclude a free trade agreement (FTA)3 on
top of the recently signed Special Strategic Partnership (April 2019) focusing on
the following sectors: railway, ICT (5G/Big Data/Al/Digital healthcare) and
environment;

% Korean companies are involved in setting up energy smart meters across

Uzbekistan.

% Turkey has benefited from its Customs Union which allows it to grow
economically and obtain foreign direct investments, including tariff free trade in
manufactured goods and processed agricultural goods. Turkey has experienced
companies and complex economic sectors, ranging from pharmaceutics and
agriculture to manufacturing which are well-integrated into the European supply
chain. This is particularly present in Turkey's well-developed energy and

renewable sectors.

33 |In 2018 the trade volume between the two countries exceeded $2.1 billion.
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% Turkey has benefited from its status as an EU accession country and has
experience in working with EU finding, including IPA funds and EBRD/EIB. In
tandem, Turkey is advanced in its adoption of the EU aquis and the
harmonization of laws, and high standards for regulatory frameworks. This
expertise and implementation know-how should be seen as beneficial for all
other third countries willing to engage seriously with EU trade (under next
generation free trade agreements) and regularly harmonization, including
countries from Central Asia wishing to engage with EU relations and energy

reforms.
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