
Solar  power  project  for
auction in South Pakistan

Pakistan  is  entering  into  a  new  era  of  attracting  power
projects  through  competitive  bidding  to  provide  cheaper
electricity to end-con- sumers, as Sindh government is all set
to auction the fi rst-ever project through the bidding process
by March 2020. To date, the country has at- tracted power
projects by off er- ing incentives to investors un- der the
cost-plus tariff formula, which ensured a fi xed internal rate
of return (IRR) to investors.

The  achievement  of  sur-  plus  installed  capacity  of  power
production in recent times al- lowed authorities to make a
shift towards new power projects through the tariff -based
com- petitive bidding. “We are set to auction the fi rst 50-
megawatt  (MW)  solar  power  project  at  Manjhand  (district
Jamshoro)  through  competitive  bidding  by  February-March,”
Sindh Solar Energy Project (SSEP) Project Director Mehfooz A
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Qazi said. The 50MW project is part of the planned 400MW solar
pow-  er  park  in  Sindh  that  is  estimated  to  attract  new
investment  of  around  $250mn.  “We  aim  to  auction  all  the
potential 400MW solar power projects by 2021 and start sup-
plying electricity to the national power grid within the next
fi ve years (2023-24),” he said. The World Bank is providing
fi nancial and technical support for establishing the solar
park. “Word Bank has provided an as- sistance of $100mn for
four dif- ferent solar power projects, in- cluding $30mn for
establishing the 400MW solar park,” he said. In this backdrop,
the energy department of the government of Sindh appointed a
consorti- um of foreign and local advisers to auction the
400MW power projects.

The  consortium  comprises  Bridge  Factor  (Pakistan)  and
Tractebel  Engie  (Germany)  in  association  with  Renewable
Resources Limited (Pakistan), Ashurst Law (Singapore) and Axis
Law (Pakistan). On behalf of the government of Sindh, Qasim
inked the con- tract with the consortium to hire its services
in the presence of Provincial Energy Minister Imtiaz Ahmed
Shaikh at Energy Department. The project director hoped the
solar projects would attract an investment of around $250mn,
considering the country has re- cently attracted $38mn invest-
ment for a 50MW solar project under the old formula of cost-
plus tariff . “We are highly hopeful the projects will provide
cheaper and clean energy in the country,” he said. Earlier,
the National Electric Power Regulatory Authority (Ne- pra) had
announced an upfront tariff of 5.23 cents per unit (Kilo- watt
per hour) to attract solar projects under the old formula of
cost-plus tariff . “The competi- tive bidding will surely
attain a comparatively cheaper tariff than the upfront tariff
,” he said. The competitive bidding process allows the Sindh
gov-  ernment  to  accept  the  lowest  tariff  -bid  from  new
potential investors. Later-on, it may ask other in- vestors to
match the lowest bid to become part of the 400MW solar park.
He said the investors would off er the much cheaper tariff
than the upfront one, as cost of solar power projects has mas-



sively  gone  down  over  a  period  of  time.  “The  government
awarded a (high) tariff of 15-16 cents per unit for the fi rst
solar  park  (Quaid-e-Azam  Solar  Park  of  100MW  set  up  in
Bahawalpur,  Punjab)  years  back.  The  cost  of  solar  power
projects has further cut down since Nepra approved the up-
front tariff of 5.23 cents per unit for solar power,” he said.
Solar remains one of the low- cost sources of electricity gen-
eration in the energy mix in the country. More importantly,
the federal government has planned to in- crease the share of
solar power to around 25% by 2025 compared to around 4-5% at
present.  Qazi  said  the  demand  for  elec-  tricity  has  been
increasing by 5-7% per year. “The surge in de- mand may come
comparatively higher and quicker considering the country is
set to see acceler- ation in economic growth going forward.”


