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Iran banking 
hobbled by
Western 
reluctance 
to engage

EU court said 
wrong to overturn 
Morocco trade 
pact

World Bank: 
Donations to Gaza 
far behind pledges

Major Western banks are reluctant 
to do business with Iran for fear of 
US retribution, despite the lifting of 
international sanctions following 
an agreement on Tehran’s nuclear 
programme.

Iranian President Hassan Rohani 
has said that to reach the target of 
8% growth needed to modernise 
the industrial sector and relaunch 
the hobbled economy, Iran needs 
up to $50 billion in foreign invest-
ment every year. However, without 
the big foreign banks, that looks 
impossible.

“For the moment, the little Eu-
ropean banks have agreed to work 
with us,” said Parviz Aghili, head 
of the private Middle East Bank in 
Tehran, “but not a single medium-
sized or big bank has so far agreed 
to do it.”

A major challenge is that while 
nuclear-related sanctions were 
rolled back in January, the United 
States has maintained a raft of other 
penalties linked to ballistic missile 
testing and human rights violations.
(Agence France-Presse)

An EU trade deal with Morocco 
was wrongly quashed, a lawyer to 
the bloc’s top court said about a 
case, which soured ties between 
Brussels and Rabat.

Morocco suspended links with 
Brussels after the General Court of 
the European Union, the bloc’s sec-
ond highest court, annulled the deal 
on grounds that it illegally applied to 
the Western Sahara, a former Span-
ish colony controlled by Morocco.

The Polisario Front, a group that 
seeks independence for the West-
ern Sahara, had challenged the 2012 
trade deal. The European Union had 
appealed against the court’s deci-
sion to quash the pact.

European Court of Justice Advo-
cate General Melchior Wathelet said 
the original deal with Morocco did 
not apply to the Western Sahara, 
making the original objection to it 
moot. He said the top court should 
“set aside the judgment of the Gen-
eral Court that held that those agree-
ments apply to that territory”.
(Agence France-Presse)

The World Bank says less than 
half the money pledged to rebuild 
the Gaza Strip after the 2014 war 
between Hamas and Israel has been 
disbursed.

The shortfall is among several 
reasons the Palestinian economy is 
stagnating, with unemployment at 
42% in Gaza and at 18% in the West 
Bank.

The World Bank said Israeli re-
strictions are limiting Palestinian 
economic competitiveness and driv-
ing away private investments.

The bank recommended Israel al-
low more building in the West Bank 
and loosen its blockade of Gaza. It 
also called on the Palestinian Au-
thority to cut spending, especially 
by reducing pension payments.
(The Associated Press)
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on private investments
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rivate sector investments 
are projected to add more 
than 200 gigawatts (GW) 
of generating capacity in 
Gulf Cooperation Coun-

cil (GCC) countries, according to 
a study published by the Arab 
Petroleum Investments Corpora-
tion (APICORP). The private sec-
tor participation would give GCC 
public utilities “a chance to catch a 
breath”, the study said.

APICORP foresees reliance on in-
dependent power producers (IPPs) 
increasing as governments face 
lower oil prices, increasing deficits 
and lower budgets. The challenge 
is how to fit the IPPs in the larger 
picture of reformed markets “and 
not just as a short-term solution to 
rising demand”.

GCC electricity demand has been 
rising sharply in recent years, driv-
en by population growth, urbanisa-
tion, rising income levels, industri-
alisation and low electricity prices. 
These factors place greater demand 
on power generation.

APICORP estimates that GCC 
power capacity needs to expand 
at an average annual growth of 8% 
from 2016-20. To meet rising de-
mand, the GCC will need to invest 
$85 billion to add 69 GW of gener-
ating capacity over the next five 
years. In light of lower oil prices, 
it will be difficult for GCC govern-
ments to continue supplying cheap 
power. The alternative is to seek 
greater participation of IPPs in 
power generation.

GCC governments intend to re-
tain their monopoly over transmis-
sion and distribution networks. 
The government firm is to continue 
to sell the electricity to distribution 
firms, which will be responsible 
for selling to the final consumer. 
IPPs are usually offered 15-20-year 
power purchase agreements (PPAs) 
by which the government agrees 
to buy the electricity on a take-it-
or-leave-it basis at a previously 
agreed price for the duration of 
the contract. This mitigates the de-
mand-side risk. The IPPs also sign 
fuel supply-agreements with the 
government to mitigate feedstock 
prices.

The Saudi Electricity Company 
(SEC) is the kingdom’s vertically in-
tegrated company. SEC owns most 
of the power-generating assets and 
almost all transmission and distri-
bution networks. The government 
allows the private sector to enter 
the generating sector. As a result, 
most ongoing and future projects 
will be IPPs but SEC will hold ma-
jor equity stakes. Earlier this year, 
the government announced long-
awaited reforms. The plan calls to 
split up SEC, creating four-power 
generating companies and estab-
lish a separate transmission firm.

Saudi Arabia’s estimated ca-
pacity stood at around 80 GW in 
2015, with SEC representing ap-
proximately 60 GW with the re-
mainder operated by the private 
sector. Plans call for the kingdom 
to meet rising demand with 28 GW 
of capacity in the pipeline. Of this, 
12 GW are SEC projects while the 
rest are IPPs, Saudi Aramco and 
Saline Water Conversion Company 
(SWCC) projects.

Financing is a growing challenge 
in the kingdom. SEC’s “growing 
reliance on external finance might 
provide more opportunities for 
IPPs to dictate better terms”, said 
APICORP, adding that SEC, “which 
has always preferred to have a 
complete monopoly on power gen-
eration realises the need to rely 
on non-government funds for its 

expansion programmes, and is in-
creasingly relying on domestic and 
international financing, as well as 
IPPs to fill in the gap”.

The UAE power industry was 
devolved from the start so that 
the federation’s seven emirates 
had control over their power pro-
grammes and policies.

Abu Dhabi started as early as 
1998 to push for private power gen-
eration and the single-buyer mod-
el. Today, more than 90% of power 
generation in Abu Dhabi is gener-
ated by IPPs, though state-owned 
Abu Dhabi Water and Electricity 
Authority (ADWEA) holding major 
equity in all projects.

The first independent plant went 
on line in 2000, being an independ-
ent water and power producer 
(IWPP). All subsequent projects 
were also IWPPs until Shuweihat 3 
was tendered in 2011, becoming the 
first IPP in the emirate.

In the medium-term, ADWEA 
expects the GDF Suez-operated 
al-Mirfa power plant to add 1.6 GW 
of generating capacity once com-
pleted in 2017. ADWEA will also 
offer its 350-megawatt (MW) solar 
project under the IPP scheme. API-
CORP estimates that ADWEA holds 
60% equity in ten IWPPs and Fujai-
rah and 80% of al-Mirfa.

Dubai is moving in a similar path 
to Abu Dhabi. The Dubai Electric-
ity and Water Authority (DEWA) is 
also increasing its reliance on IPPs. 
The first clean coal power plant — 
the 1.2 GW Hassayan plant — was 
awarded in 2015 as an IPP. DEWA 
will hold a 51% stake in the project. 
Also offered under the IPP model is 
Dubai’s large solar park.

The UAE experience demon-
strates that although state-owned 
DEWA and ADWEA allow for IPPs 
in the power sector, the two utili-
ties participate as major equity 
shareholders. Private investment 
continues to attract interest due 
to rising demand and low country 
risk. This allows the government 
“to lock long-term contracts at very 
competitive rates”, concludes API-
CORP.

Oman was the first GCC member 
to involve the private sector in the 
power industry. The first IPP in the 
region, the 270 MW al-Manah pow-
er plant was implemented in 1996. 
Today, more than 70% of Oman’s 
power generation comes from IPPs. 
Oman’s state utility — the Oman 
Power and Water Procurement 
Company (OPWP) — holds major-
ity equity stakes in all IPPs. The 
country plans to integrate renew-
able in the power mix. The 50 MW 
Harweel wind farm contract has al-
ready been awarded

Qatar is moving ahead with pow-
er generation privatisation. Most 
power generation comes from 
IWPPs and IPPs, with the state-
owned Qatar Electricity and Water 
Company (QEWC) holding majority 
shares.

Kuwait’s Ministry of Electricity 
and Water continues to be respon-
sible for generation, transmission 
and distribution. The country has 
been slow to open its power sector. 
In 2013, the 1.5 GW al-Zour North 
gas-fired power plant was the first 
project to be built under the gov-
ernment’s public-private partner-
ship programme. The government 
owns 60% of the project.

Walid Khadduri is a 
Beirut-based Iraqi writer on
energy affairs.
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