
 
 

 

 

Welcome to the thirty-ninth edition of Independent Power Producers Association (IPPA) 

Newsletter. The newsletter is published on a monthly basis to ensure regular dissemination of 

information to Member IPPs and other stakeholders, and also to provide a platform to discuss 

issues pertinent to the energy sector of Pakistan. We would like you to send us your feedback 

and comments on how to improve the monthly newsletter. 

 

 

 

 

Outstanding Dues as of 15
th 

May, 2020 in PKR Millions 
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May 106,738 133,632 84,940 329,631 

April 113,985 129,638 84,219 327,842 
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World Bank ratifies $500 million 

financing for RISE program 
The Nation/30-06-2020 

ISLAMABAD: The World Bank’s Board of Executive 

Directors approved $500 million in financing for the 

Resilient Institutions for Sustainable Economy program 

(RISE) to help Pakistan strengthen fiscal management, 

promote transparency and private sector growth, and 

undertake foundational reforms in the energy sector to 

transition to low-carbon energy. These reforms are 

critical to build fiscal resilience and stimulate recovery 

from impacts of the COVID-19 pandemic. The project 

will be financed by a $250 million credit from the 

International Development Association (IDA) and a 

$250 million loan from the International Bank for 

Reconstruction and Development (IBRD). The IDA 

credit has a maturity of 30 years with a 5-year grace 

period and the IBRD loan has a maturity of 25.5 years 

and 5.5-year grace period. 

WAPDA provided 37.4bn units to 

national grid in 2019-20 
Business Recorder/30-06-2020 

LAHORE: The outgoing year 2019-20 proved to be a 

historic for hydel power generation in Pakistan as 

WAPDA provided highest ever number of hydel 

electricity - 37.4 billion units to the national grid. 

Previous record of hydel generation in a fiscal year was 

33.15 billion units that was set way back in 2015-16. 

The surged hydel generation in 2019-20 not only helped 

the country overcome power shortages but also stabilize 

the power tariff. Further, WAPDA hydel power 

generation during fiscal year 2019-20 registered an 

increase of 6.23 billion units if compared with that of 

fiscal year 2018-19. This increased hydel power 

generation became possible due to improved 

hydrological conditions and effective operation and 

maintenance of WAPDA hydel power stations despite 

the Covid-19 pandemic. Had these 6.23 billion 

additional units been generated through thermal source, 

the national exchequer would have to bear the brunt of 

Rs. 87.22 billion. According to data of WAPDA hydel 

power generation in 2019-20, Tarbela Hydel Power 

Station provided 11.92 billion units, Tarbela 4th 

Extension 5.49 billion units, Ghazi Barotha 6.55 billion 

units, Mangla 4.69 billion units, and Neelum-Jhelum 

 

Hydel Power Station generated 4.84 billion units. While, 

rest of the generation – 3.91billion units was contributed 

by other hydel power stations of WAPDA. 

Shanghai Electric renews intention to buy 

KE 
Dawn News/30-06-2020 

KARACHI: K-Electric announced recently that it had 

received a fresh public announcement of intention (PAI) 

from Shanghai Electric Power (SEP) to acquire up to 

66.40 per cent voting shares in it, subject to receipt of 

regulatory and other approvals. “This PAI has been 

notified to the K-Electric board of directors on June 30,” 

the utility said. Concurrently, Arif Habib Ltd — 

manager to the offer of the acquirer stated that they were 

pleased to submit a fresh PAI by SEP to directly or 

indirectly acquire up to 18.336 billion shares of KE, 

representing 66.40pc of the total issued share capital of 

the company, subject to receipt of requisite regulatory 

and other approvals. The public offer would be for 

4.640bn shares or 16.80pc of the equity. The new 

announcements are routinely made by the parties on the 

expiry of the prescribed time period for making public 

announcement of offer (as extended by the Securities 

and Exchange Commission of Pakistan) which in this 

case was up to June 27. 

ECC to approve RLNG supply for urea 

plants 
The Express Tribune/30-06-2020 

ISLAMABAD: The Economic Coordination Committee 

(ECC) is likely to approve supply of re-gasified liquefied 

natural gas (RLNG) at discounted rates to Agritech 

Limited in a bid to help the company resume operations, 

produce urea, and bridge the shortfall. A gas tariff of 

Rs756 per million British thermal units (mmbtu) - with 

variable contribution margin of 119% of revenue - may 

be offered to Agritech Limited and Fatima Fertiliser for 

three months from July to September, the Ministry of 

Industries and Production stated in a summary sent to the 

ECC for approval in a meeting to be held. The 

government’s share at this gas rate has been estimated by 

taking RLNG’s notified rate for June, which would be 

approximately Rs0.959 billion. Further payment by the 

government for price differential to Sui Northern Gas 

Local News 



Pipelines Limited (SNGPL) may vary due to the 

difference between monthly rates of RLNG. 

Top power division official removed 
Business Recorder/30-06-2020 

ISLAMABAD: The federal government on Tuesday 

removed Secretary Power Division, Irfan Ali, an officer 

of BS 22 of Pakistan Administrative Service (PAS), 

regarded as one of the most honest bureaucrats. Sources 

in the Power Division told that Ali was removed because 

he was attempting to root out corruption, resisting 

politically motivated transfers, and postings, rent seekers 

and taking on bureaucrats who reportedly tampered with 

Council of Common Interest’s (CCI’s) decision on Net 

Hydel Profit (NHP). The newly-appointed Secretary 

Power, Omar Rasul, an officer of BS 22 of PAS who, 

has already served in the Power Division as Additional 

Secretary/Managing Director Pepco when Younus 

Dagha was Secretary Power Division. Previously, he 

served as Secretary Board of Investment (BoI) for more 

than a year with Commerce Advisor, Abdul Razak 

Dawood The sources privy to this development said that 

Irfan Ali was under pressure for the last one and half 

years from Members of National Assembly and Senators 

from the government side on matters relating to 

transfers/postings; but both the Minister for Power, 

Omar Ayub and Irfan Ali were resisting these members 

and maintaining that they will not make any 

transfer/posting without merit. The two also bore the 

brunt of their resistance at the federal cabinet meetings. 

NA approves Electric Vehicle Policy 2020 
The News/30-06-2020 

ISLAMABAD: The government on Monday got 

approval of National Assembly on finance bill 2020 and 

incorporated Electric Vehicle Policy 2020. According to 

passed Finance Bill 2020 by National Assembly here on 

Monday, the government included Electric Auto 

Rickshaw, 3-wheeler electric loader and electric motor 

cycle where the duty under Customs Act would be 

charged by 50 percent. This incentive will be applicable 

for five years starting from July 1, 2020. The 

Engineering Development Board (EDB) would 

scrutinize this scheme. There will be one percent duty on 

Electric buses, electric trucks, and electric movers. For 

small trailers assembling, on the 280 HP kit there will be 

20 percent duty. The machinery and design plant for 

manufacturing of electric vehicles, there will be zero 

duty. 

OGRA imposes Rs15 million fine on 3 

more OMCs for not maintaining fuel 

stocks 
The Nation/30-06-2020 

ISLAMABAD: Oil and Gas Regulatory Authority 

(OGRA) on Monday imposed fine amounting to Rs15 

million on three more Oil Marketing Companies 

(OMCs) for not maintaining the required fuel stocks as 

per terms and conditions of the licences awarded to 

them. “OGRA imposed penalty of [Rs] five million each 

to BYCO, ASKAR and BE ENERGY on show cause 

notices issued during oil shortage crises earlier this 

month,” authority’s spokesman Imran Ghaznavi said in a 

tweet. On June 11, OGRA had imposed plenty of Rs5 

million each on Attock Petroleum Limited, Puma, Gas & 

Oil Pakistan Limited and Hascol, and Rs10 million each 

on Shell Pakistan and Total Parco Pakistan Limited. On 

June 3, the authority had issued show cause notices to 

these OMCs for not maintaining the mandatory fuel 

stocks at their depots, which disturbed supply chain of 

petroleum products in the country. Following the fuel 

shortage, as many as twenty-two teams of OGRA along 

with experts of Hydrocarbon Development Institute of 

Pakistan started carrying out inspection of all OMCs’ 

depots across the country aimed at ending the artificial 

fuel shortage created by some opportunists.  

IPPs reluctant to produce power on 

expensive diesel 
Dawn News/29-06-2020 

ISLAMABAD: Amid tight demand and supply situation, 

the fuel related problems continue to jolt the entire 

energy sector chain, compelling the authorities to shift 

some of the power plants on high-speed diesel (HSD) — 

the most expensive fuel. Informed sources told that with 

upsurge in power demand following increase in summer 

temperatures, the authorities were literally utilizing all 

fuels to run maximum power plants in the public and 

private sector to minimize electricity load shedding. 

These sources said some private parties were requesting 

the government to allow them LNG imports for direct 

sales to private power plants; textile and CNG sector at 

almost half the price at public sector entities — PSO and 

Pakistan LNG Ltd (PLL) — were importing LNG but 

were facing institutional resistance. The diversion of re-



gasified liquid natural gas (RLNG) from Sui Northern 

Gas Company Ltd (SNGPL) to Sui Southern Gas 

Company Ltd (SSGCL) to improve power generation in 

Karachi and reduce electricity shortage had turned 

upside down the merit order of the National 

Transmission & Dispatch Company (NTDC).  

The Independent Power Producers (IPPs) are protesting 

over low LNG supply who had been directed to utilize 

high-speed diesel for power generation instead of LNG. 

Last week, the government had also ordered import of 

furnace oil — another expensive fuel — to meet power 

demand in the national grid and KE system.  Resultantly, 

the Central Power Purchasing Agency (CPPA) was 

asking many other private sector plants to utilise HSD. 

Sources in at least four IPPs confirmed that they had 

been asked to get prepared for HSD. This in turn is also 

adding pressure to the already tight supply chain of HSD 

for transport fuel. As of now, total HSD stocks were no 

more than nine-day transport consumption. On Monday, 

two IPPs formally wrote to Ministry of Energy Omar 

Ayub Khan to protest over the latest situation. Seen by 

Dawn, letters by Halmore and Sapphire Electric Power 

companies to Mr Khan said they had been directed by 

“CPPA to operate a number of RLNG based plants on 

HSD. One of the plants was already running on diesel, 

while others have been asked to remain ready”, it said. 

The IPPs said limited RLNG quota was made available 

to these plants partially in May and early days of June, 

which is no more available now. “We remain bound to 

despatch electricity on diesel under the power purchase 

agreement” but this was not in the benefit of the end 

consumers. The IPPs pointed out that power despatch on 

diesel cost the government Rs15-20 per kwh (unit) 

which would come down to Rs7-8 per unit if it was done 

on spot RLNG and significantly benefit the consumer. 

They have also pointed out that power sector cash flow 

position was significantly under pressure due to Covid-

19 pandemic and this expensive power generation would 

further aggravate circular debt status and immediate cash 

flow position of CPPA and power plants. Furthermore, 

the continued use of diesel for power generation will be 

contributing to “an imminent diesel supply crisis to the 

petrol pumps and hence masses specially transport and 

logistics sectors will suffer”. 

 

RLNG diversion to power sector leaves 

textile sector in the lurch 
The News/29-06-2020 

ISLAMABAD: The non-availability of required quantity 

of furnace oil for power sector has massively shifted the 

burden for power generation towards the RLNG-based 

power plants owing to which massive flow of imported 

gas is being ensured to RLNG-based power plants. This 

has virtually left the export-oriented textile sector in the 

lurch as industrial plants have started experiencing low 

pressure. Because of the low pressure in RLNG supply, 

the industrial units are not running up to the mark, 

resulting in less production of export products fearing 

Pakistan will not be able to fulfil export orders. And 

more importantly, domestic gas supply has also been 

curtailed due to the non-lifting of crude which is a 

necessary by-product of gas production and domestic gas 

fields as a consequence have been shut as all storage for 

crude is full and sufficient RLNG was not procured to 

tackle the decrease in domestic production of gas. All 

Pakistan Textile Mills Association (APTMA) on June 26 

wrote a letter to Secretary Petroleum Mian Asad 

Hayauddin informing about the gloomy picture of gas 

availability, saying that COVID-19 had adversely 

impacted textile exports, but industry is on the way to 

recovery and unless it is unable to meet the export order 

deadlines, fresh orders would be difficult to obtain. 

Under the new scenario, textile industry is facing severe 

difficulties in operating plants due to low gas pressure. 

“Normally, we are extended 200 mmcfd which has been 

reduced to 120 mmcfd because of massive RLNG supply 

diversion to power sector,” Shahid Sattar, Executive 

Director of APTMA, told. 

NEPRA takes serious notice as 12-hour 

power outages return 
The Nation/28-06-2020 

ISLAMABAD: Once again parts of the country are in 

grip of electricity breakdown and NEPRA has taken 

serious notice of unscheduled load shedding of up to 12 

hours by all the DISCOs. Interestingly when parts of 

country under Discos are facing up to 12 hours load 

shedding, the federal government offered 500MW 

additional power supply to K-Electric. KE system 

constraints are hurdle in taking additional 500MW from 

national grid offered by federal government, said an 

official spokesperson. A spokesperson of Ministry of 



Energy has said that increased load shedding in Karachi 

by K-Electric is attributed wrongly to non-availability of 

fuel by the federal government. 

WAPDA chief visits Diamer Basha Dam 

project 
Business Recorder/28-06-2020 

LAHORE: As the mobilization and preparation of the 

works on strategically important Diamer Basha Dam 

Project are gaining momentum, the Pakistan Water and 

Power Development Authority (WAPDA) Chairman 

visited the project with a view to witness preparatory 

works, infrastructure development in the project area and 

most importantly further accelerate shifting of huge 

machinery and other equipment to the site. Frontier 

Works Organization (FWO) Director General (DG) Maj-

Gen Kamal Azfar, WAPDA Member (Water) and 

Diamer Basha Dam Project General Manager Amir 

Bashir Chaudhry, official from Power China and other 

senior officers concerned were also present on the 

occasion. Apart from Power China, FWO is one of the 

two construction companies of the joint venture that won 

contract of the Main Dam and allied structures of 

Diamer Basha Dam Project. WAPDA Chairman 

Muzamal Hussan also had a detailed round of the Main 

Dam site and the contractor’s camp, where machinery 

and equipment had been stationed to kick start 

construction activities on the Main Dam and the 

appurtenant structures. While appreciating the swift 

mobilization of the contractors, he expressed the hope 

that mobilization of the contractor to the project site will 

be completed very soon. 

$2.4b Kohala power project signing 

ceremony held 
The Express Tribune/26-06-2020 

ISLAMABAD: A tripartite agreement was signed on 

Thursday between a Chinese company and the 

governments of Pakistan and China for the construction 

of 1,124 megawatt Kohala Hydropower Project costing 

$2.4 billion. The signing ceremony, held at the PM 

Office, was witnessed by Prime Minister Imran Khan, 

Azad Jammu and Kashmir Prime Minister Raja Farooq 

Haider, federal cabinet members, Chinese Ambassador 

Yao Jing, China-Pakistan Economic Corridor Authority 

Chairman Lt Gen (retd) Asim Saleem Bajwa and 

representatives of Chinese company. It is the largest 

power sector investment in a single Independent Power 

Producer (IPP). Kohala Hydropower Project, being built 

on Jhelum River in Azad Kashmir under CPEC, has 

been awarded to the Kohala Hydropower Company Ltd 

(KHCL), which is a subsidiary of China’s Three Gorges 

Corporation (CTGC). Addressing the signing ceremony, 

the prime minister, while terming the agreement a "great 

step" towards foreign investment, said Pakistan should 

have invested in hydropower sector far earlier. 

The prime minister said exploiting the potential of the 

country’s water resources for electricity generation was 

the way forward, as he slammed the previous 

government for thermal power generation from imported 

fuel. The prime minister said that it was a crime to build 

a powerhouse in Pakistan based on imported fuel. “The 

use of imported fuel has increased electricity tariff and 

[ultimately] increased the current account deficit,” Imran 

said. “Power projects based on imported fuels have not 

only harmed Pakistan economically but also our 

environment,” he added. “Pakistan has the potential to 

generate electricity from water and this [Kohala Hydro 

Project] project is the one way forward.” The agreement 

was signed under the framework of CPEC. Imran said 

that the Kohala Hydro Project would create jobs for the 

youth of Azad Kashmir and generate affordable and 

environmentally friendly electricity for the country. 

Three Chinese hydel projects get ECC 

approval after a one year wait 
Dawn News/26-06-2020 

ISLAMABAD: In fast moving developments, the 

Economic Coordination Committee (ECC) of the 

Cabinet approved important revisions to the terms on 

which Chinese companies are executing three 

hydropower projects, worth more than $5 billion in total. 

The meeting presided over by Adviser to PM on Finance 

and Revenue Dr. Abdul Hafeez Shaikh also reduced 

regulatory duties on six categories of smuggling-prone 

items and approved technical supplementary grants to 

various agencies and ministries. The ECC on April 8 

agreed to the demand from the Chinese firms for up to 

seven per cent foreign exchange loss after resisting it for 

almost a year. Within days, yet another summary was 

moved by the Power Division titled “Revised Standard 

Security Package Documents” for these three projects — 

1,124MW Kohala Hydropower Project, 700MW Azad 

Pattan Hydropower Project and 640MW Mahl 

Hydropower project — all based on Jhelum river, Azad 

Kashmir.  



 

The cumulative generation capacity of three projects is 

estimated at 2,464MW. All three projects are being 

developed on built, own, operate, and transfer basis by 

the Private Power & Infrastructure Board (PPIB). The 

1,124MW Kohala and 700MW Azad Pattan projects are 

included in and processed under the China-Pakistan 

Economic Corridor Energy Project Cooperation 

agreement signed on Nov 8, 2014 by the two countries. 

These projects are now also covered under the 2002 

Power Policy incentives, concessions, and protections 

for which revised standard security package documents 

are being signed. These documents include Pakistan 

government’s implementation agreements, GOP 

guarantees, power purchase agreements, water use 

agreement which are signed by government of 

AJK/Punjab/KP, National Transmission & Despatch 

Company, Central Power Purchasing Agency, PPIB etc. 

Implementation of indicative generation 

capacity plan put on hold 
Dawn News/26-06-2020 

ISLAMABAD: The National Electric Power Regulatory 

Authority (Nepra) has strongly reacted to a long-term 

official plan — the Indicative Generation Capacity 

Expansion Plan (IGCEP) 2020-47 — and has put on 

hold its implementation due to serious shortcomings. 

The IGCEP is a policy document prepared by the 

National Transmission and Dispatch Company (NTDC) 

of the federal government under which the future 

generation capacity expansion should take place in 

various fuel and technology categories on least cost 

basis. Among other major deficiencies, the plan had 

proposed the 4,500MW capacity induction from $14 

billion Diamer-Bhasha Dam after 2043 even though the 

project is targeted for completion by the government in 

2027-28 with public sector investment. 

In a rather unusual move, Nepra has told the federal 

government and all its five major entities, including the 

NTDC, even before completing the consultative process 

that the long-term energy plan in its present form could 

not be implemented. In a letter to all the government 

entities concerned, Nepra has reported that it had carried 

out a preliminary review of the plan and “is of the 

considered opinion that the submitted version of the 

IGCEP will require a significant improvement to make it 

an acceptable document”. Just to highlight one such 

concern, Nepra observed that even the Diamer-Bhasha 

Dam, which is a project of paramount importance for the 

economy of the country for which the Water and Power 

Development Authority has recently awarded its 

contract, and the prime minister was due to grace its 

ground-breaking ceremony, had been pushed back in the 

year 2043 in the latest version of the IGCEP. Therefore, 

the regulator held that until and unless the IGCEP is 

approved it should be considered as business as usual 

and no Letter of Interest, Letter of Support and 

notification of tariffs should be held up owing to its 

approval as an ongoing process, where “perfection is 

more critical than doing it in haste”. The regulator made 

it clear that the entire power industry of the country 

could “not be held hostage due to the delay in 

preparation of an acceptable IGCEP by the NTDC and 

its subsequent approval by Nepra”. 

K-Electric facing over 550MW shortfall 
Business Recorder/25-06-2020 

ISLAMABAD: The Cabinet Committee on Energy 

(CCoE) was recently informed that K-Electric is facing 

over 550MW shortfall, which implies unscheduled load 

shedding in the city, according to official document. The 

KE’s own existing generation stood at 1,990 MW, if 

things are normal. In addition, 300 MW power is coming 

from existing IPPs, 704 MW supply from national grid 

including three wind power plants, 127 MW from Tapal 

power plant and 128 MW from Gul Ahmad which makes 

a total of 3,249 MW. The power utility’s base load 

supply  (after 10 per cent reserve margin and excluding 

supply) was 2,840 MW. KE’s peak demand has been 

calculated at 3,392 MW after segmented load shed, 

which implies that it is facing a shortfall of 552 MW in 

2020, which will further intensify if additional power is 

not supplied to it. The Cabinet Committee on Energy 

(CCoE), headed by Minister for Planning, Development 

and Special Initiatives, Asad Umar, in one of its recent 

meetings decided to give additional 1400 MW electricity 

to KE 

PTI government abandons K-Electric’s 

coal project 
The Express Tribune/25-06-2020 

ISLAMABAD: The Cabinet Committee on Energy 

(CCOE) has approved the abandoning of the proposed 

700-megawatt Datang coal-based power project of K-

Electric. The power project had been designed to run on 

local coal, once it is commercially available. Sources 



told that in its letters written to the Ministry of Energy, 

the power utility had requested for a notification of the 

tariff approved by the National Electric Power 

Regulatory Authority (Nepra) on August 11, 2016 and 

November 7, 2018 in respect of Datang Pakistan Power 

Generation (Private) Limited. K-Electric said the delay 

in tariff notification was impacting the project’s 

commercial operation date and consequently the power 

demand-supply gap within the company’s service area. 

In addition to managing the demand-supply gap, the 

700MW project was supposed to diversify K-Electric’s 

fuel mix and help move away from using furnace oil, 

which was significantly more expensive than imported 

coal, it said. Accordingly, the project would enable K-

Electric to offer affordable power to consumers along 

with ensuring sizable fuel cost savings to the national 

exchequer. 

Structural benchmark agreed with IMF: 

NEPRA being empowered to pass on cost 

inefficiencies on to consumers 
Business Recorder/22-06-2020 

ISLAMABAD: Ministry of Finance has reportedly 

clubbed amendments in Nepra Act with the Finance Bill 

2020-21 to get it passed before July 1, 2020 as per 

agreement with the International Monetary Fund (IMF) 

aimed at empowering the regulator to pass on cost 

inefficiencies of power sector to the consumers through 

imposition of Debt Servicing Surcharge (DSS), well 

informed sources in the Ministry of Finance told. In 

January this year, the Economic Coordination 

Committee (ECC) of the Cabinet had approved a 

proposal of the Power Division for issuance of 

notifications of quarterly and annual increases in tariffs. 

The sources said that Secretary Finance, Naveed Kamran 

Baloch wrote a letter to Secretary Power Division, 

urging the clubbing of Nepra Act amendments with the 

Finance Bill 2020-21. This attempt was made public at a 

recent meeting of National Assembly Standing 

Committee on Finance which is reviewed the Finance 

Bill 2020-21. The Secretary Finance, sources said, was 

of the view that one of the structural benchmarks agreed 

with the International Monetary Fund (IMF) under the 

Extended Fund Facility 2019-22 was the submission to 

Parliament by end-December 2019, amendment in the 

Regulation of Generation, Transmission and Distribution 

of Electric Power Act, 1997 to : (i) give the regulator the 

power to determine and notify quarterly tariff;(ii) ensure 

timely submissions of quarterly and annual petitions by 

the Discos;(iii) eliminate the gap between the regulator 

annual tariff determination and notification by the 

government; and (iv) reinstate the power of the 

government to levy surcharges over and above the 

system’s revenue requirements under the said Act. 

Pakistan underutilizes Saudi oil facility 
The Express Tribune/21-06-2020 

ISLAMABAD: Pakistan could utilise less than $900 

million worth of Saudi oil and gas credit facility on 

deferred payments in this fiscal year against the 

sanctioned annual limit of $3.2 billion - a lifeline that 

Prime Minister Imran Khan had secured by going twice 

to the Kingdom. The underutilization of the facility has 

put some additional burden on official foreign exchange 

reserves, which the State Bank of Pakistan (SBP) had 

managed to build through hot foreign money inflows. As 

against the $3.2 billion facility, we expect that the actual 

utilisation will remain around $890 million, according to 

sources in the Ministry of Finance. A recent publication 

of the economic affairs ministry put the utilisation at 

only $768 million during July-April period of this fiscal 

year. But the spokesman of the Petroleum Division, 

Sajid Qazi, said that the slump in crude oil prices 

coupled with low demand impacted the facility, hoping 

that the figures will improve once things return to 

normalcy. The facility that had been secured after hectic 

backdoor lobbying with the royal family not only 

remains underutilized in this fiscal year but budget 

estimates suggest that the government will not be able to 

utilize more than $1 billion in fiscal year 2020-21 

starting from July. 

Privatization of 2 RLNG power plants, 

HEC on cards, to contribute Rs100b 
The Nation/21-06-2020 

ISLAMABAD: Privatisation transactions of Heavy 

Electrical Complex (HEC), Haveli BahadarShah and 

Balloki RLNG power plants are likely to be completed 

in second quarter of fiscal 2020-21. A meeting to review 

ongoing Privatisation of public entities was held here 

with Federal Minister Mohammed Mian Soomro in chair 

was informed that for Nandipur Power Plant, Financial 

Advisors are hired, and due diligence of FA is in 

progress and likely to be completed during the FY 2020-

21. The Finance Bill for the FY 2020-21 has 

incorporated Rs100 Billion Privatisation proceeds as part 



of the ‘Non-Tax Revenue Receipts’ for the FY 2020-

21.It was informed that due diligence for various entities 

is in final stage, likewise the procurement process for 

appointment of Financial Advisors is also at advance 

stages for certain entities. For efficient implementation 

of Privatisation program PC is working on reforms 

including a computerized track record of the timelines 

through software to be kept for a closer monitoring of 

transaction processes. It was further informed that 

standardisation and simplification of procurement of 

transaction advisory services and transaction documents 

has been introduce which will bring in uniformity, 

consistency, and transparency in the Privatisation 

process and effective management of the transaction 

process. 

CCoE endorses ARE policy 2019, supply 

of additional power to K-Electric 
The Nation/20-06-2020 

ISLAMABAD: The Cabinet Committee on Energy 

(CCoE) Friday recommended Alternative and 

Renewable Energy Policy 2019 draft policy for 

submission to the Cabinet and to the Council of 

Common Interests (CCI) for final approval. The decision 

was taken in meeting of the Cabinet Committee on 

Energy (CCoE) that met with Federal Minister for 

Planning, Development, and Special Initiatives Asad 

Umar here. The CCOE was briefed on the power 

demand and supply situation for Karachi in the next 3-4 

years. The Committee approved the proposals relating to 

supply of additional power to KE from national grid and 

directed that the technical details may be finalized 

between the parties by 15th August, 2020. It is worth to 

mention here that to cater for the future electricity 

demand of the Karachi the CCOE in its previous meeting 

had decided to provide 1400 additional electricity from 

the national grid. Similarly Cabinet Committee on 

Energy (CCoE) had given the requisite approvals for the 

supply of 500MW from K2/K3 project. The meeting was 

also briefed about the commissioning of new gas plants 

to replace the old thermal power plants running at low 

efficiency 1400MW could be supplied to Karachi 

through construction, up gradation of grid stations at 

Karachi West, Bin Qasim.  

 

Broadening of tax base: Government 

decides to use data of Discos, telecom cos 
Business Recorder/18-06-2020 

ISLAMABAD: The government has decided to use data 

of power distribution companies (DISCOs) and telecom 

companies for broadening of tax base by making a fully 

automated system operational from the July 1st, 2020, 

for sales tax registration. The senior officials of the 

Federal Board of Revenue (FBR) disclosed this during 

discussion on Finance Bill 2020. The FBR Chairman, 

Nausheen Javaid Amjad, added that a new system would 

be put in place from July 1st for registration of sales tax, 

which would be fully automated, and under the system 

unreadable evidence in the form of video would be 

obtained of the premises. The meeting was told that the 

government would provide hardware and software to the 

DISCOs and mobile companies, and would ask them to 

provide complete information of their consumers. The 

committee members said that every year, the FBR brings 

some very good proposals for broadening of tax base but 

without any result, therefore, “we will review the 

progress made by the tax authorities on this proposal by 

November 2020, decided the finance committee 

unanimously. Dr. Hamid Attique Sarwar, member Inland 

Revenue Policy, stated that data of the DISCOs and 

mobile companies, was being used for burdening, and 

regretted that of the total around 300,000 industrial 

power connections, only 18 thousands were registered, 

while there were only 3.2 million commercial 

connections of electricity in the country but hardly 

325,000 were registered with the tax authorities. 

Dividends to shareholders: IPPs seek 

restoration of pre-Finance Act 2019 

provisions of ITO 2001 
Business Recorder/22-06-2020 

ISLAMABAD: The Independent Power Producers 

(IPPs) are said to have urged the government to restore 

pre-Finance Act, 2019 provisions of Income Tax 

Ordinance, 2001 with respect to dividend to their 

shareholders. This was suggested by the IPPs, in a letter 

to Chairman Anomalies Committee Finance Bill, 2020-

21 Abdul Razak Dawood. According to Chairman 

Independent Power Producers Advisory Council 

(IPPAC), Khalid Mansoor, sixteen thermal IPPs were 

established after the announcement of Power Policy 

1994, twelve as a consequence of Power Policy, 2002 



and thirteen IPPs, mostly investors from China, were 

established under the Power Policy of 2015. At present, 

there are almost forty thermal IPPs and twenty-four 

renewable IPPs (solar and wind) operating in Pakistan in 

line with the policy framework and package of 

incentives for private sector power generation projects in 

Pakistan in addition to the hydroelectric power 

producers. 

Security documents, including Implementation 

Agreements (IAs) and Power Purchase Agreements 

(PPAs) were executed between IPPs and the GoP, 

through relevant authorities, in compliance with the 

power policies, prevalent at the time. Investors in IPPs 

were guaranteed certain incentives through power 

policies, which were made part of the relevant statutes 

and security documentation. In terms of the Power 

Policies of 1994 and 2002, income tax on payment of 

dividends to shareholders of IPPs was to be levied at 7.5 

per cent and any excess was categorized as a pass-

through item and was to be recovered through electricity 

tariff. This incentive was incorporated in the Income Tax 

Ordinance, 2001. Tax and dividends paid to shareholders 

of IPPs attracted withholding tax at the rate of 7.5 per 

cent in terms of clause (a) of Division III of Part 1 of 

First Schedule of the Income Tax Ordinance. 

Withholding tax was also fixed at 7.5 per cent of the 

dividend through (a) of Division 1 of part III of first 

schedule of the Ordinance. 

According to the IPPs, the wording of both clauses, 

before the amendment through Finance Act, 2019 was 

the same which is as follows “ (a) 7.5 per cent in the 

case of dividends declared or distributed by purchaser of 

a power project privatized by Wapda or an shares of a 

company set for power generation or on shares of a 

company, supplying exclusively to power generation 

projects”. Both clauses were replaced through Finance 

Act, 2019 with the following “ (a) 7.5 per cent in case of 

dividend paid by Independent Power Purchasers where 

such dividend in a pass through item under an IA or PPA 

or EPP and is required to be re-submitted by CPPA-G of 

its predecessor or successor entity”. The amendments 

introduced were not in compliance with the power 

policies and, consequently, have given rise to the 

following misconceptions;(i) the objective was to 

incentivise shareholders of IPPs, instead of “independent 

power purchasers”, this mistake was corrected in circular 

No 9 of 2019 of FBR, however, the wording of the 

Ordinance remained unaltered’ (ii) IA, PPAs and EPPs 

are executed by Independent Power Producers and not 

by Independent Power Purchasers;(iii) condition for 

availing 7.5 per cent tax on dividends include pass-

through of dividends instead of pass through of 

withholding tax. Dividend is not and cannot be a pass-

through item in any of the security documents executed 

by IPPs including IAs and PPAs.  

However, withholding tax on dividend is a pass-through 

item;(iv) power sector does not operate on open-market, 

therefore, IPPs are bound to provide the power generated 

to the national grid at the rate determined by the 

government and cannot seek to enhance or better their 

return by going into the ‘market’ as other major 

industrial units my be able to. The only return accruing 

to shareholders of IPPs is the return on equity, which is 

paid out in form of dividend. Nepra, when considering 

the equity IRR had considered the then prevailing 

withholding tax on dividend of 7.5 per cent (which is 

clearly shown in annex 6A of the Nepra upfront tariff 

determination of September 4, 2013), therefore change 

in the tax rate is not in consonance with Nepra laws and 

regulations and the approved tariff. The payment of tax 

over and above 7.5 per cent would reduce the IRRs 

guaranteed to the investors. Any increase in dividend tax 

rate (for example if it was increased to 100 per cent) 

would directly reduce shareholder IRR to zero and takes 

away any incentive for investors to enter this sector. 

Khalid Mansoor further stated that with a view to clarify 

the situation, IPPs engaged through its consultant with 

the then Chairman FBR and as a consequence the word 

“purchasers” was replaced with “producer” through “tax 

laws (second amendment) Ordinance, 2019” issued on 

December 27, 2019 and IPPs were assured that the 

situation would be restored through Finance Act, 2020. 

This was followed with another letter of May 4, 2020 to 

the current Chairperson FBR, followed by meeting with 

relevant officials. 

Government moves law to pass circular 

debt to consumers 
Dawn News/18-06-2020 

ISLAMABAD: The government has moved to secure the 

powers required to impose surcharges on consumer 

electricity tariff and special wheeling charges on 

industrial sector consumers in a bid to contain the 

runaway circular debt, which is now close to Rs1.8 

trillion. The Power Division has introduced a bill in the 

National Assembly for Amendments to the Nepra Act 



1997 (Regulation of Generation, Transmission and 

Distribution of Electric Power Act 1997) for regaining 

the powers that are crucial to reviving the $6 billion 

Extended Fund Facility (EFF) with the International 

Monetary Fund. The surcharges so imposed will be used 

to finance the debt servicing cost of the power sector 

loans raised from time to time by the government to 

ensure payment of dues to the power and fuel suppliers. 

The exact size of the surcharge and on the consumer 

categories will be decided later this year in line with 

financial plan to be agreed with the fund. 

Informed sources said the government tried to introduce 

these changes through the Finance Bill 2020-21 but was 

advised against it by the Law Division and office of the 

Attorney General of Pakistan since a Supreme Court 

decision prohibits the government from creating such 

powers via a finance bill. Energy Minister Omar Ayub 

Khan briefed the National Assembly’s Standing 

Committee on Power. The bill was deferred for further 

discussion in the next meeting. The NA body constituted 

a sub-committee on the bill as well as issues relating to 

power sector of Sindh province. The committee 

expressed concern over rising power sector circular debt 

that is approaching Rs1.9tr and continued to haunt the 

economy. The National Assembly Secretariat quoted the 

payables to have hit Rs990bn mark and loans and 

liabilities parked in PHPL at Rs800bn and the tariff 

increasing by 12.5 per cent to 30pc. 

Economic survey 2019-20: Energy sector 

bottlenecks mar business activity 
Dawn News/12-06-2020 

ISLAMABAD: Although the energy supply has 

generally improved over the last few years, the challenge 

of rising circular debt continued to haunt the country 

during current fiscal year as the economy struggled to 

take full benefit of lower international oil prices and 

higher share of hydropower. “The present government 

after taking over made concerted efforts to clear the 

circular debt, however, the same has continued to rise,” 

the Pakistan Economic Survey 2019-20 noted, adding 

the government was engaged with the International 

Monetary Fund and the World Bank to address it 

appropriately to ease down the liquidity problem. The 

survey goes on to add that supply side bottlenecks in the 

energy sector had adversely affected the country’s 

economy in the last 15 years. Although the added 

capacity in recent years has helped in easing issues at 

generation side, yet the transmission and distribution 

side inefficiencies have hampered the sustained delivery 

of energy services. “Moreover, higher energy prices 

have also increased the cost of doing business”. 

The share of renewable energy has steadily increased 

over the years but declined in July-April 2020 as 

compared to same period in 2019. The shares of hydro 

and nuclear power in the energy-mix also increased in 

FY20 as compared to FY19. The share of hydropower in 

total electricity generation increased in FY20 as 

compared to a year ago. Currently, thermal energy has 

the largest share in electricity generation. Gas and Re-

gasified Liquefied Natural Gas (RLNG) are other 

cheaper sources. Significant growth of RLNG usage in 

energy mix has helped in improved supply to various 

power plants like Bhikki, Haveli Bahadur Shah, Balloki, 

Halmore, Orient, Rousch, Kapco, Saif, and Sapphire. 

Moreover, RLNG is also being supplied to fertiliser 

plants, industrial and transport sectors. Data showed that 

share of hydroelectricity increase in overall generation 

from 25.8pc (24,931 Gigawatt hour) in July-April 2019 

to 30.9pc (27,270GWh) while thermal’s share dropped 

from 63pc in FY2019 (61,000GWh) to 58.4pc 

(51,629GWh) in FY2020. Nuclear power share 

increased from 3pc (2,900GWh) in FY2019 to 8.2pc in 

FY2020 (7,049GWh) in FY2020. 

There was no significant change in the consumption 

pattern of electricity. However, in July-April 2020, the 

share of agriculture in electricity consumption has been 

decreasing due to improved rain pattern for major crops. 

The share of household consumption also increased from 

38pc to 44pc while the share of industry dropped from 

34.5pc to 29.45pc. The survey reported significant 

progress in the China-Pakistan Economic Corridor 

programme. It said the CPEC portfolio comprised three 

hydropower projects of 2,714MW and nine coal-based 

projects of 8,220MW. Of this, four coal projects of 

4,620MW have been commissioned while another three 

coal projects of 1,980MW and two hydropower projects 

of 1,590MW were at advance stages of development and 

lined up to be completed during 2020-22. The survey 

noted that Pakistan may have save up to $8-9 billion 

through lower import bill and if the government passed 

on 50-60pc of the benefit of the drop in oil rates to the 

public, it can generate sizable economic stimulus. 

 



The indigenous gas supplies contribute about 38pc in 

total primary energy supply mix of the country. Pakistan 

produces around four billion cubic feet per day (bcfd) of 

indigenous natural gas against an unconstrained demand 

of over six bcfd. To meet the shortfall, the government 

initiated the import of LNG. The government is pursuing 

its policies for enhancing indigenous gas production as 

well as imported gas to meet the increasing demand of 

energy in the country. At present, the capacity of two 

Floating Storage and Re-gasification Unit (FRSU) to 

RLNG is 1,200 MMCFD. Accordingly, RLNG is being 

imported to mitigate gas demand-supply shortfall. 

Government seeks $375m to upgrade 

Discos 
Dawn News/11-06-2020 

ISLAMABAD: The government has requested $375 

million loan from the World Bank to improve electricity 

supply and operational efficiency of distribution 

companies (Discos) in Hyderabad, Multan, and 

Peshawar. The Electricity Distribution Efficiency 

Improvement project has identified the Hyderabad 

Electric Supply Company (Hesco), Multan Electric 

Power Company (Mepco) and Peshawar Electric Supply 

Company (Pesco) for technical upgradations based on 

their needs and readiness to implement the project. The 

three Discos account for highest power sector losses in 

the country and have failed to meet their investment 

requirements and provide reliable supply of electricity. 

The project will improve access and reliability of power 

supply in the areas served by these Discos, says the 

World Bank project document. The World Bank will 

likely approve the project in 2021 as the project 

appraisal has already begun. 

 

 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

RJ McLeod wins £67m deal to build 

240MW onshore farm 
BBC News/19-06-2020 

LONDON: Civil engineering firm RJ McLeod has won a 

£67m contract to build a 50-turbine onshore wind farm 

in southern Scotland. The Glasgow-based firm will lead 

the construction of the 240MW South Kyle Wind Farm, 

which will have the capacity to power 170,000 homes. 

Preparatory works are expected to begin next month. 

The wind farm is expected to start generating electricity 

by early 2023, according to Swedish owners Vattenfall. 

In 2020’s biggest energy deal, six global 

firms strike $20 billion agreement with 

Abu Dhabi state oil giant 
CNBC/23-06-2020 

ABU DHABI: A consortium of six global investors has 

entered into a $20.7 billion agreement with Abu Dhabi 

National Oil Company (ADNOC), the state-owned oil 

company said Tuesday.  As part of the agreement, the 

group will invest $10.1 billion to acquire a 49% stake in 

a newly formed subsidiary, ADNOC Gas Pipeline 

Assets, with lease rights to 38 pipelines. ADNOC will 

hold the majority stake of 51% and will retain ownership 

of the pipelines. It will also manage operations and 

remain responsible for capital expenditure. It is the 

single-largest energy infrastructure investment in the 

region, and the largest in the world in 2020, according to 

Abu Dhabi National Oil Company. It is also part of the 

UAE national oil company’s strategy to attract foreign 

capital and maximize the value of its assets. The six 

companies involved are Global Infrastructure Partners, 

Brookfield Asset Management, Singapore’s sovereign 

wealth fund GIC, Ontario Teachers’ Pension Plan Board, 

NH Investment & Securities and Snam. 

3D printing, wooden materials, and 

dizzying heights: How wind turbines are 

changing 
CNBC/17-06-2020 

NEW YORK: As technology progresses, the wind 

turbines that companies use to generate renewable 

energy are growing in size and productivity.  Just last 

month, Siemens Gamesa Renewable Energy revealed it 

 

was developing a 14-megawatt giant that has 108-meter-

long blades. Another major player in the industry, GE 

Renewable Energy, has been working on the Haliade-X, 

which boasts a capacity of 12 MW, a height of 260 

meters and a blade length of 107 meters. Recently, GE 

Renewable Energy announced it was going to partner 

with LafargeHolcim and COBOD International to 

develop wind turbines that use 3D-printed concrete 

bases.  

The collaboration announced Wednesday comes in the 

same week that Swedish firm Modvion said it had 

received 69 million Swedish krona (around $7.36 

million) in funding from the European Union’s EIC 

Accelerator program. Modvion specializes in the 

development of wooden wind turbine towers. In April, it 

installed a 30-meter tower on an island near Gothenburg. 

The EU funding is broken down into a 26 million-krona 

grant and 43 million krona in capital investments that the 

European Investment Bank is guaranteeing. In a 

statement, GE Renewable explained that wind turbine 

towers had “traditionally” been built in precast concrete 

or steel and “typically been limited to a height of under 

100 meters.” 

Shetland plans for UK's biggest onshore 

wind farm to proceed 
BBC/17-06-2020 

LONDON: Scottish energy giant SSE Renewables has 

said it plans to press ahead with what would be the UK's 

biggest onshore wind farm in Shetland. The 103-turbine 

Viking 443MW project would cost £580m, and create 

hundreds of jobs. It is subject to energy regulator Ofgem 

approving a subsea power cable between Shetland and 

the Scottish mainland. In April, Ofgem said it was 

minded to approve the link. Shetland's current power 

station is to close in 2025. It would be the UK's largest 

onshore wind farm in terms of annual electricity output. 

It is hoped construction will start in late summer, and the 

project completed in early 2024. 

Indian firm to invest $6 billion in solar 

power as country targets lofty renewable 

energy goals 
CNBC/10-06-2020 

International News 



NEW DELHI: India’s Adani Green Energy Limited 

(AGEL) has won a major contract which will see the 

firm develop 8 gigawatts (GW) of solar power over the 

next few years, as authorities in the country look to ramp 

up capacity to meet ambitious renewable energy targets. 

Announced recently, the $6 billion manufacturing-linked 

agreement between AGEL and the Solar Energy 

Corporation of India (SECI) will see AGEL set up 2 GW 

of what it described as “solar cell and module 

manufacturing capacity.” Under the agreement AGEL, 

which is part of the larger Adani Group, will develop 2 

GW of solar capacity by the year 2022, with the other 6 

GW coming online in 2 GW chunks. These projects will 

include a large-scale “single-site generation project” of 2 

GW. In terms of the manufacturing facilities, Adani said 

that these would be set up by the year 2022. They will 

supplement a current production capacity of 1.3 GW and 

represent the latest example of India attempting to boost 

its domestic manufacturing capabilities. 

The U.K. will soon be home to its first 

consumer-owned wind farm 
CNBC/09-06-2020 

LONDON: A project described as the U.K.’s first 

consumer-owned wind farm has been launched, as the 

way people power their homes continues to change.  In 

an announcement, the London based start-up Ripple 

Energy said the Graig Fatha wind farm in Wales would 

be “owned by the consumers it supplies.” The one 

turbine, 2.5-megawatt facility is set to come online in 

2021 and Ripple Energy has partnered with two other 

firms, Octopus Energy and Co-op Energy, to send 

electricity from the facility to people’s homes. 

Customers will need to be on specific tariffs in order to 

take part in the project, and will be required to purchase 

shares in the co-operative which owns the wind farm. 

Purchasing options start from £250 (around $316) and 

will cover the wind farm’s construction. Electricity 

generated by the project will not be free, with consumers 

still required to pay a bill as normal, which will include 

fees for levies, taxes and grid charges. However, 

according to Ripple, the electricity section of a 

customer’s bill “will reflect the low and stable operating 

cost of your power from the wind farm rather than the 

wholesale market price.” 

Ripple will charge customers an arrangement fee, and 

the co-operative a management fee. “The move to a 

zero-carbon world opens up completely new ways of 

doing things,” Ripple’s founder and CEO, Sarah 

Merrick, said in a statement. The concept of 

communities and consumers getting involved in 

renewable energy projects is not a new one. Repowering 

London, for instance, is a not-for-profit, which describes 

it as having “empowered communities to fund, install 

and manage their own clean, local energy.” This is 

produced using solar photovoltaic panels, a technology 

which directly converts light from the sun into 

electricity. Other organizations, of which there are many, 

include the Brighton Energy Cooperative, which has 623 

members and has developed 62 community energy 

projects. 

GE’s 7F Gas Turbine Turns 30 with New 

Plant Commissioned in Mexico 
Powermag/25-06-2020 

MEXICO: The first GE 7F gas turbine began 

commercial operation 30 years ago this month. Since 

coming on the market, more than 950 7F machines have 

been commissioned, including four 7F.04 units that 

entered service recently at Techint’s Norte III combined 

cycle power plant in Mexico. The 907-MW Norte III 

facility is located in the municipality of Ciudad Juárez, 

in the state of Chihuahua. GE will operate and maintain 

the plant for 25 years under an agreement signed with 

Techint in 2018. “We chose GE to collaborate with us on 

the Norte III plant because of its reliable technology and 

total plant-service solutions,” Alejandro Maluf, CEO of 

Techint North America, said in a statement. The 

Chihuahua region was identified as a deficient node in 

Mexico’s 15-year infrastructure development program 

for the enhancement of the country’s national electric 

system—PRODESEN 2017–2030. The Norte III 

combined cycle plant will help alleviate the deficiency.  

Spain pushes clean energy decree to speed 

renewable rollout 
Reuters/23-06-2020 

MADRID: Spain’s cabinet approved a decree aimed at 

smoothing the rollout of renewable energy generation, 

with measures to combat speculation in the market, cut 

red tape, and overhaul an outdated auction system to 

reassure investors and lower prices. Spain wants to make 

use of rich natural resources including prodigious 

sunlight both to reduce pollution and create jobs, in 

response to the devastation the coronavirus has wrought 



on an economy that relies heavily on tourism and cars. It 

follows plans being developed by the European Union 

(EU) to use low-carbon investments to battle the 

downturn. Spain is working on joining a handful of 

wealthy nations embedding targeted emissions 

reductions into law. One area the decree aims to address 

is control over permits to pump power into the grid, 

which renewable developers complain are being hoarded 

for profit, pushing up the cost of establishing new solar 

plants or wind farms. Responding to the fact that around 

60% of outstanding requests for these permits appear to 

be purely speculative, the Energy and Environment 

Ministry said it would oblige holders to prove they were 

building plants or risk losing a deposit. Power auctions 

will now be based on the price of energy, a structure the 

ministry said would allow developers to better plan 

investments and revenue, and reduce the eventual price 

of electricity for consumers.  

Egypt, Ethiopia, and Sudan hope for Nile 

dam deal in weeks 
Reuters/27-06-2020 

ADDIS ABABA: Leaders of Sudan, Ethiopia and Egypt 

said they were hopeful that the African Union (AU) 

could help them broker a deal to end a decade-long 

dispute over water supplies within two or three weeks. 

Ethiopia, whose Grand Ethiopian Renaissance Dam 

(GERD) is worrying its downstream neighbours Egypt 

and Sudan, said it would fill the reservoir in a few weeks 

as planned, providing enough time for talks to be 

concluded. Tortuous negotiations over the years have 

left the two nations and their neighbour Sudan short of 

an agreement to regulate how Ethiopia will operate the 

dam and fill its reservoir, while protecting Egypt’s 

scarce water supplies from the Nile. Ethiopian water 

minister Seleshi Bekele said consensus had been reached 

to finalise a deal within two to three weeks, a day after 

leaders from the three countries, and South African 

President Cyril Ramaphosa who chairs the AU, held an 

online summit. 

Norway opens two areas for offshore 

wind in the North Sea 
Reuters/12-06-2020 

OSLO: orway has opened two areas for offshore wind 

power developments in the North Sea, including one 

along its maritime border with Denmark, the energy 

ministry said. Western Europe’s largest oil and gas 

producer generates most of its electricity from 

hydropower and normally has a surplus, but wants to 

develop offshore wind to make room for more industry 

as well as exports. “Offshore wind power offers great 

opportunities for Norwegian businesses,” Oil and Energy 

Minister Tina Bru said. The decision to open new areas 

means that developers could apply for project licenses, 

with the two areas offering a possibility to develop up to 

4,500 megawatt of capacity, the ministry said. One area 

of 1,000 square kilometers, Utsira Nord, is located 

northwest of Stavanger, and is seen as suited for floating 

wind power. The other area, some 2,590 square 

kilometers known as Soerlige Nordsjoe II, bordering the 

Danish sector of the North Sea, is suitable for bottom-

fixed wind power turbines. The ministry, however, has 

decided against opening an area for offshore wind 

outside Hammerfest in Arctic northern Norway, due to 

opposition from fishermen. 

Despite pandemic, new U.S. solar capacity 

will grow 33% in 2020 
Reuters/11-06-2020 

NEW YORK: New U.S. solar installations will increase 

by a third this year, a report published showed, as 

soaring demand by utilities for carbon-free power more 

than outweighs a dramatic decline in rooftop system 

orders for homes and businesses due to the coronavirus 

pandemic. The solar industry will install 18 gigawatts 

this year, enough to power more than 3 million homes, 

according to the report by the U.S. Solar Industries 

Association and energy research firm Wood Mackenzie. 

That is 9% less than the group’s forecast before the 

outbreak prompted construction delays, weakened 

consumer demand and tightened access to financing. 

SEIA reduced its five-year solar installation outlook by 

about 3% to 113 GW, citing “considerable uncertainty” 

caused by the pandemic. Solar accounted for 40% of 

new U.S. capacity additions in the first quarter, ahead of 

natural gas and wind. 

Global new clean energy investment 

totaled $282 billion last year: Research 
Reuters/10-06-2020 

LONDON: Global investment in new clean energy 

capacity rose 1% last year to $282.2 billion, research by 

UNEP, Bloomberg New Energy Finance, and the 

Frankfurt School-UNEP Collaborating Centre showed. 

The United States invested $55.5 billion in 2019, up 



28% from the year before as onshore wind developers 

rushed to take advantage of tax credits before their 

expected expiry, the report said. Europe financed $54.6 

billion, down 7% from 2018. China’s investment fell to 

its lowest level since 2013 at $83.4 billion due to 

continued government cutbacks on support for solar 

power. More investment went into renewables last year 

than fossil fuel and nuclear technologies, the report said. 

Globally, new coal-fired generation is estimated to have 

had $37 billion of investment last year; new gas-fired 

generation had $47 billion and $15 billion was invested 

in new nuclear generation. In terms of capacity, 184 

gigawatts (GW) of new clean energy was added last 

year, up 12% from 2018. “The all-in cost of electricity 

continues to fall for wind and solar, thanks to technology 

improvements, economies of scale and fierce 

competition in auctions,” the report said. “Costs for 

electricity from new solar photovoltaic plants in the 

second half of 2019 were 83% lower than a decade 

earlier,” it added. Governments and companies around 

the world have committed to adding some 826 GW of 

new non-hydro renewable power capacity to 2030 at a 

likely cost of around $1 trillion, the report said. 

However, this falls short of what is needed to help limit 

world temperature rise to less than 2 degrees Celsius. 

TEPCO Renewable to spend $9-18 billion 

by 2035 on green power 
Reuters/08-06-2020 

TOKYO: TEPCO Renewable Power, a unit of Tokyo 

Electric Power Company Holdings (9501.T), plans to 

spend about 1-2 trillion yen ($9-18 billion) to develop 6-

7 gigawatts (GW) of offshore wind and hydroelectric 

power projects by 2035, its president said. “We aim to 

boost our profit to 100 billion yen in 2030 from 40 

billion yen now” through the investments, Seiichi 

Fubasami, president of TEPCO Renewable Power, told 

Reuters. It’s parent TEPCO, which has been struggling 

to restart nuclear power stations after the Fukushima 

disaster of 2011, said in 2018 that it will develop 2-3 

GW of offshore wind power each at home and abroad, 

and 2-3 GW of hydroelectric power overseas to help 

renewable energy become a core power source. TEPCO 

Renewable owns 9.9 GW of power generation capacity, 

mainly hydroelectric in Japan. The additional assets 

would boost its renewable energy capacity to 25% of the 

group’s total capacity, from 20% now. “Southeast Asia 

and North America are our key targets for offshore wind, 

while Southeast Asia is our focus for hydroelectric,” he 

said. Japan’s offshore wind power market is expected to 

take off after the government brought in a law last year 

to encourage the development of wind farms. TEPCO 

and Orsted (ORSTED.CO), the world’s largest offshore 

wind farm developer, plan to jointly bid for a 370 

megawatts offshore wind project off Choshi, Chiba 

prefecture, near Tokyo. 

Germany sets new 2040 targets for 

offshore wind capacity 
Reuters/03-06-2020 

BERLIN: Germany’s government has set a target to 

expand offshore wind power capacity by 2040 to 40 

gigawatts (GW) from 15 GW currently, Economy 

Minister Peter Altmaier said. By 2030, the government 

aims to add 20 GW in capacity, raising a target of 15 

GW agreed by the government as part of a wide-ranging 

climate package last year. The revised targets could 

potentially help the ailing wind power sector and 

onshore transmission grid firms 50Hertz, Amprion and 

TenneT to plan.  

Choking on diesel costs, Somali firm 

turns to solar for cheaper power 
Reuters/02-06-2020 

MOGADISHU: A new solar power plant in Mogadishu 

should quadruple the city’s generation capacity and cut 

bills, the owners said, providing relief to businesses 

facing crippling costs from diesel-generated electricity. 

BECO, Somalia’s largest electricity supplier, said it had 

been producing 8 megawatts (MW) since March using 

solar panels bought from Germany and Britain, and this 

was expected to increase to 100 MW by 2022, at a cost 

of $40 million. BECO, which also transmits and 

distributes power to Kismayu, Barawe, Marka, Balad, 

Jowhar, Afgooye, Elasha and Mogadishu, said the 

additional solar power in its mix had already reduced 

electricity costs to $0.36 per kilowatt hour from $0.49 

per kilowatt hour. The panels now supply power for four 

hours a day to its 300,000 customers, with generators 

providing electricity for the rest of the time. Somalia, 

which plunged into civil war in 1991, has no national 

grid. According to the general director at the waternand 

energy ministry, a specific private company powers 

every major city that largely rely on diesel generators. At 

present 85% of Somalia’s population has no access to 

electricity, with 60% of them living in remote villages.  



Korea’s Kepco Moves Ahead With 

Controversial Coal Investment 
Bloomberg/30-06-2020 

SOUTH KOREA: Korea Electric Power Corp. approved 

a plan to participate in an Indonesian coal power project 

despite mounting global pressure to move away from the 

most-polluting fossil fuel. The board of directors on 

Tuesday cleared the $51 million purchase of a 15% stake 

in the joint venture developing the Jawa 9 & 10 project, 

according to a company spokesman. The company, 

known as Kepco, added that its involvement in the $3.86 

billion project passed a pre-feasibility study last month 

by the Korea Development Institute, which must 

approve all investments by state-run firms above a 

certain threshold. Pressure has mounted on governments 

and companies to ditch coal-fired power amid 

increasingly dire warnings of climate change and the 

need to transition away from carbon-emitting fossil 

fuels. Activists have also warned that if restrictive 

regulations emerge on greenhouse gas emissions, it 

could force such plants to close before they pay off their 

debts, leaving investors with so-called stranded assets. 

BlackRock Inc., the world’s top asset manager, said in 

April that the South Korean company’s plans to invest in 

coal plants appear to contravene the utility’s energy 

transition commitments and are at odds with decisions 

by banks and other companies to exit the same projects. 

Kepco is also seeking to buy a stake in the Vung Ang 2 

coal plant in Vietnam. 

Norway’s $2.6 Billion Green Bet Could 

Help the Whole Planet 
Bloomberg/30-06-2020 

OSLO: Plentiful reserves of fossil fuels and rich seams 

of valuable minerals are no guarantee of national health, 

wealth, or happiness. The “resource curse” has blighted 

many countries: Venezuela and the Democratic Republic 

of Congo, for example, have suffered from years of 

graft, civil unrest, and poverty. After discovering oil in 

the 1960s, Norway has managed to escape these 

troubles. It allied fossil fuel extraction to a robust 

judicial system and political institutions, and created 

what is now the world’s largest sovereign wealth fund. 

Norway has become Europe’s largest producer of oil and 

is home to some of the richest and happiest people in the 

world. Now the country has the opportunity to use its 

position of strength to help the world fight climate 

change. In October, Norway’s lawmakers will decide 

whether to back a 25 billion kroner ($2.6 billion) project 

that would drastically cut emissions from a cement 

factory and a waste-to-energy power plant. The plan 

would involve capturing emissions from those two 

locations, loading the carbon dioxide on to a ship, 

transporting the compressed gas a few hundred miles to 

the country’s west coast, and then burying it under the 

seabed. The $2.6 billion CCS project could lower the 

cost of the technology and open up a new business 

opportunity for Norway. As other European countries 

also look to the technology, the Norwegian shelf could 

become the place where the emissions are buried. 

Solar-Power Costs Falling Even Faster 

Than Expected Due to Virus 
Bloomberg/24-06-2020 

NEW YORK: The cost of U.S. solar power is dropping 

faster than expected as the coronavirus stifles demand, 

according to a report from Wood Mackenzie. 

Residential-system prices will fall 17% over the next 

five years, the research company said. That’s steeper 

than the 14% it had expected before the coronavirus. 

Wood Mackenzie also sees prices for commercial 

systems sliding 16%, and utility-scale installations will 

decline 20%, compared with the prior forecast of 13% 

and 16%, respectively, over that period. The steeper 

decline comes as the global economy is forecast to 

shrink 4.9% this year because of the pandemic that’s 

locked down countries around the world. The economic 

disruption has dragged down electricity consumption, 

creating uncertainty about future power needs and 

making some homeowners reluctant to install rooftop 

panels. “With the demand destruction caused by Covid-

19, the risk of oversupply is increased and module 

suppliers have reduced prices as a result,” Laura 

Hindley, a spokeswoman, said by email. “We anticipate 

module prices to fall throughout 2020.” Falling system 

costs are boosting the competitiveness of solar against 

electricity rivals including natural gas and coal, and 

increases the appeal of rooftop units for homeowners. 

Already, solar power is among the world’s cheapest 

electrical sources. 

 

 



 

 
 

The Federal Budget 2020-21 was finally approved with 30 amendments to the final draft of the budget. Like other sectors, 

the power sector also had sector specific expectations of the federal budget. These included measures to promote demand 

creation, support the revamping of transmission sector and improved gas transmission and distribution infrastructure. The 

following discussion will analyse importance of each of these measures and commitment of the budget to each of the 

issues. The discussion will also analyse the importance of the Public Finance Management Act 2019 to these 

commitments.   

Promoting Demand Creation  

Demand creation is one of the most financially prudent measures of reducing the cost of electricity as it lowers the burden 

of capacity payment component that will contribute to the rise of electricity prices in the country. The provisions in 

Budget 2021 are a mixed bag when it comes to increasing future demand. On the positive side an allocation for Naya 

Pakistan Housing Society
1
 and FATA

2
 would give a push to future household consumption of electricity. Electricity 

demand creation for industries is another story. There was a reduction in KESC subsidy for industrial support package 

from Rs 18 billion to Rs 10 billion (See  

Annex 2 Subsidy to Power Sector in Budget 2020-21). In addition, no development resources were committed to the 

development of SEZs. Such a support was exigent in a time where the industry would also be dealing with head winds 

from post COVID demand reduction. It is pertinent to mention that even without the COVID shock, Large Scale 

Manufacturing was expected to contract. So, it’s not as if this required support was optional to begin with. Moreover, 

Public Finance Management Act 2019 (See Annex 4 – Public Finance Management Act) would make mid-course 

correction an onerous affair.  

With such lack of budgetary support, the government will have to take other measures to promote overall industry demand 

for electricity. One such measure could be allowing B2B sale of electricity within SEZs (see Annex 1 Distribution of 

Government Guarantees among various sectors.  

Table 1 

Sector Drawn (Rs Billion) Percentage Share 

Power 1,113 59% 

Aviation  199 11% 

Financial  66 3% 

Manufacturing 50 3% 

Oil and Gas 40 2% 

Other 421 22% 

Total 1890 100% 

 

 

 

                                                           
1
 Rs 30 Billion  

2
 Rs 48 Billion 

HAS BUDGET 2020-21 ANSWERED THE INCUMBENT QUESTIONS?  

 

 

 

 

 

 

 

https://epaper.dawn.com/DetailNews.php?StoryText=30_06_2020_009_005
http://www.sbp.org.pk/reports/quarterly/FY05/third/Overview.pdf


 

Annex 2 Subsidy to Power Sector in Budget 2020-21 

Table 2 

Subsidy Head 
Budget 2019-20 

(Rs Million) 

Actual Disbursement 

2019-20 (Rs Million) 

Budget 2020-21  

(Rs Million) 

Inter-Disco Tariff Differential 162,000 162,000 110,000 

WAPDA receivables from KPK merged districts 18,000 18,000 10,000 

Tariff Differential for Agro Tube wells in Baluchistan 8,000 8,000 3,000 

WAPDA Tariff Differential for AJ&K 3,000 3,000 1,000 

KESC Industrial Support Package 10,000 10,000 5,000 

KESC Tariff Differential 25,000 25,000 10,000 

Baluchistan Tube Wells 500 500 500 

Total 226,500 226,500 139,500 

 

 

 

 

 

 

 

 

 

 

 

 
 

Annex 3 – Potential New Contract). Doing this for Hydropower Project would maximize the advantage of reducing cost 

of doing business for the economy. Other potential moves aimed at reducing the cost of electricity, and hence increasing 

the demand for electricity, include: rationalizing the cost of electricity, expediting the private import of LNG
3
 and 

rationalizing Net Hydel Profits.  

Apart from strategic moves, the budget also seems to be lacking in terms of basic infrastructure commitments.  

Revamping of distribution and transmission sector 

Revamping the distribution and transmission infrastructure is important for a number of reasons. First, manual bill 

collection is often a burden on the administrative costs and opens the possibility of corruption. Second,  transmission 

constraints , in terms of overall capacity and capacity at specific points. This often stop investments in generation from 

bearing fruit since that electricity cannot be used by the end user. Moreover, integration of FATA into the federation 

would whet electricity demand. Then, use of outdated transmission lines often leads to higher technical losses as 

compared to global standards. All of these factors ultimately contribute to the T&D losses, which in turn feed the Circular 

Debt.  

                                                           
3
 that can supply the power sector as well as captive units 



Unfortunately, the Budget Statements do not recognize these facts. The combined budget of WAPDA and NTDC has been 

set at Rs 39.65 billion versus Rs 44.29 billion disbursement last year
4
. This is a 10.5% reduction in rupee terms and 12.6% 

decrease in dollar terms. Meanwhile multilateral support for such infrastructure development projects is expected to wane 

in the medium term in light of post COVID economic crises. The government cannot also use its lower borrowing rates. 

These borrowings are contingent on government guarantees that have been capped at 2% of the GDP while they stand at 

more than 4.5% (See  

 

 

 

 

 

 

 

).   

With the absence of international and governmental organizations, private sector will have to play its part in fulfilling this 

unmet need. However, these players will require regulatory support on two accounts.  

1) They need a carte blanche from the regulators to take part in bids for transmission projects.  

2) the regulators would have to allow point of contact transmission costs. Allowing point of contact transmission costs 

would ensure that the more feasible projects are executed on a priority.   

In the absence of these proactive measures, the nation’s news writers might have to become familiar with the word 

“transmission trap”.  Just like electric transmission, the financial outlays for the next fiscal year have also failed at 

addressing the issue of a debilitated gas & LNG transmission and distribution infrastructure.  

Investing in Gas & LNG distribution and transmission system 

Like T&D losses in the power sector, UFG
5
 rates in the gas distribution and transmission sector have threatened the 

financial viability of the sector. At a UFG rate of 13%, the economy would be paying 15% more for the same amount of 

gas
6
.  This 15% increase contributes to an increased gas-based power generation energy cost which sends the wrong signal 

within the Merit Order. The government has shown initiative in this regard by charging GIDC (Gas Infrastructure 

Development Cess). Collection last year stood at Rs 11 billion.  

Unfortunately, these collections are often not converted to appropriate investments. The Gas Infrastructure Development 

outlay has been only placed at Rs 3 billion for FY 2021. The government needs to prioritize investments in this energy life 

line. This will reduce cost of generation as well as cost of doing business for industrial units. The later would lead to 

increased electricity demand in the long run. The Gas Infrastructure Development outlay , apart from focusing on 

decreasing UFG rate and digitizing the sector, should also increase CAPEX spend on liberalizing the gas import.  

                                                           
4
 Budgetary Documents, Ministry of Finance  

5
 Unaccounted For Gas 

6
 The burden of that payment can be shifted onto different stakeholders in the short term, but like the power sector the cost has to 

be paid someday.  

https://tribune.com.pk/story/2183408/2-pm-imran-review-return-assets-ufg-level-gas-utilities


 

Conclusion  

Budget for FY 2020-21 was a “crisis budget”
7
. Such a reactive budget needs to realize all potential sources of 

vulnerabilities to the economy. Unfortunately, the fiscal policy did not have room for properly addressing the exposure 

that emanates from the crisis. Therefore, the government needs to launch complementary regulatory measures that would 

provide support that could not be provided by the fiscal policy.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Annex 1 Distribution of Government Guarantees among various sectors.  

Table 1 

Sector Drawn (Rs Billion) Percentage Share 

Power 1,113 59% 

Aviation  199 11% 

Financial  66 3% 

Manufacturing 50 3% 

Oil and Gas 40 2% 

Other 421 22% 

Total 1890 100% 
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Annex 2 Subsidy to Power Sector in Budget 2020-21 

Table 2 

Subsidy Head 
Budget 2019-20 

(Rs Million) 

Actual Disbursement 

2019-20 (Rs Million) 

Budget 2020-21  

(Rs Million) 

Inter-Disco Tariff Differential 162,000 162,000 110,000 

WAPDA receivables from KPK merged districts 18,000 18,000 10,000 

Tariff Differential for Agro Tube wells in Baluchistan 8,000 8,000 3,000 

WAPDA Tariff Differential for AJ&K 3,000 3,000 1,000 

KESC Industrial Support Package 10,000 10,000 5,000 

KESC Tariff Differential 25,000 25,000 10,000 

Baluchistan Tube Wells 500 500 500 

Total 226,500 226,500 139,500 

 

 

 

 

 

 

 

 

 

 

 

 
 

Annex 3 – Potential New Contract 

Currently a lot of power generation is sitting idle in winters due to a demand slump. This is not good for government 

which has to pay capacity payments on these power plants. Meanwhile it is also not ideal for power plants as they can 

realize efficiency gains in energy price by operating at optimal capacity. With the introduction of new hydro projects, the 

provinces would join the losers with forgone potential Net Hydel Profits.  

During this whole setup, the industry is losing as well because 40% of its electricity price form the grid is composed of: 

cross subsidization, regressive sales tax,  paying for electricity theft and inefficiencies on part of the distribution 

companies. Furthermore, industry can realize further reduction on the rest of the price by using dynamic pricing where the 

cost of electricity would fall with a reduction in the consumption
8
. Such a pricing would lead to the coalesced demand 

pools in industrial clusters and SEZs. Furthermore, in the long run, firms would see a decrease in their fixed cost 

requirements for investments as they won’t have to invest in a gen set which has become a sine qua non at this point.  

The central government would gain as well it no longer has to pay for the capacity payments of the otherwise redundant 

plants. Power Producers would be happy to realize their efficiency gains and maximize their ROI.  

                                                           
8
 The cost of capacity payments for delivering power over the same period are fixed. Therefore the fixed cost will be divided over a 

much larger value.  



This proposed arrangement has 2
nd

 Order effects as well. With government power plants partaking in this exercise, the 

government would see increased revenues. In addition, with a boost in the economic growth the government can finally 

start issuing government guarantees as soon as the GDP size hits 94.5 trillion rupees at current market prices.   

 

Annex 4 – Public Finance Management Act - 2019 

The Public Finance Management Act 2019 (PFMA 2019) would create the laws that govern management, oversight and 

execution of the budget. This was a basic provision of the constitution (Article 79) that was left unfulfilled since the last 

four decades. Previously, an ad-hoc presidential order of the budget led to lack of overall discipline and parliamentary 

oversight. Now, with the passing of PFMA in the Finance Act 2019, the primary tools of regulation include Mid-Year 

Budget Reviews, Finance Committee to hold government accountable, Budgetary Strategy Paper and Year-End 

Government Performance Report.  

 Budgetary Strategy Paper: The government is expected to present the document of Budgetary Strategy Paper 

along with the budget. The document will contain medium-term (three years) forecasts on a rolling basis. Hence a 

medium-term outlook now has legal power.  

 Mid-year budget reviews: This makes the government liable to submit the mid-year review report to the 

National Assembly by February 28 each year. This gives legislature the power to correct noticeable deviations 

from the budgeted commitments.  

 Year-end Government Performance Monitoring Report: The year-end government performance monitoring 

report has to be submitted within six months of the FY close. This document forms a second check on the 

government to deliver on its fiduciary duties.  

 Finance Committee Power: Finally, the finance committee can hold the government accountable for the not 

fulfilling its promises made in the budget.  

All of these provisions mean that the government has to carry a more calculated approach towards its financial 

commitments for the coming FY.  

 



 

 

 

 

 

 

 

 

 
Member IPPs 

Primary 

Fuel 

Alternate 

Fuel 

Gross Capacity 

(MW) 

Net Capacity 

(MW) 

1 The Hub Power Company (Tehsil Hub)  RFO HSD 1292 1200 

2 Pakgen Private Limited  RFO - 365 350 

3 Lalpir Private Limited  RFO - 362 350 

4 Kohinoor Energy Limited  RFO - 131 126 

5 Uch  Power (Private) Limited  GAS - 586 551 

6 Rousch (Pakistan) Power Limited  GAS HSD 412 395 

7 Habibullah Coastal Power (Pvt.) Co.  GAS HSD 140 126 

8 Attock Gen Limited  RFO HSD 165 156 

9 Atlas Power Limited  RFO HSD 225 214 

10 Nishat Power Limited  RFO HSD 200 195 

11 Nishat Chunian Power Limited  RFO HSD 200 195.6 

12 Liberty Power Tech. Limited  RFO HSD 200 195 

13 Orient Power Company Limited  GAS HSD 229 213 

14 Sapphire Electric Company Limited  GAS HSD 225 209 

15 Halmore Power Generation Co. Ltd. GAS HSD 225 209 

Subsidiary IPPs 

16 Hub Power Company Ltd (Narowal) RFO - 220 214 

17 Uch-II Power (Pvt) Ltd GAS - 404 375.2 

18 Saba Power Company (Private) Limited RFO - 134 125.5 

19 Laraib Energy Limited HYDEL  84 84 

Our Members 

 



 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Established in 2010, IPPA serves as an advisory body for Independent Power Producers (IPPs) in 

Pakistan. IPPA liaises with the government and related departments such as NEPRA, SECP, 

WAPDA, CPPA-G, NTDC and PPIB and also serves as a facilitator between various IPPs and 

stakeholders within the power sector.  

If you have any suggestions or feedback, kindly write to us at feedback@ippa.com.pk 

 

 

 

 

 

 

 

 

 

 

 


