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The conference on "Emerging Investment ﬂppﬂl‘tl.ll'l-“:iEE in the South Asia Power Sector” was organized by
the SAARC Chamber of Commerce and Industry (SCCI), USAID and the Federation of Indian Chambers of
Commerce and Industry (FICCI) in New Delhi, India on March 20-21, 2007.

Conference Objectives Themes

Discuss recent policy and regulatory initiatives
and trends that impact power sector investment

Global Investment Trends in the Power Sector
Regulation and Energy Market Structures in

and cross-border energy trade in South Asia.

Showcase recent successes and current
opportunities in cross border energy
infrastructure investment

Discuss integrated investments in cross border
energy infrastructure, national generation
capacity, and energy trading mechanisms

Showcase donor agency and multilateral

international funding institution commitments
, for developing cross border energy infrastructure
| projects.

South Asia

Investment Environment in Current South Asian
Energy Market

The Current South Asian Market Place
Investments in South Asian Cross Border
Electricity Transmission Infrastructure

South Central Asia Electricity Corridor Initiative
International Financial Institution and Donor
Agency Role in Promoting Energy Security in
South Asia

| The conference focused on investment opportunities highlighting the emerging market structures in South
Asian countries, the developing opportunities for cross border electricity trade and the critical sector regulatory
and policy issues that will continue to share the overall economic development of the region. Discussions
included country specific scenarios and projects, developing electricity transmission interconnections, energy
trading and current donor agency and opportunities for developing cross border energy infrastructure
projects.m
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The South Asian region
is one of tremendous
economic potential.
Some nations of this
region have seen
remarkable economic
growth and
development in recent
decades yet enormous
challenges remain. In
many cases, badly
needed infrastructure
advances of all types -
with energy being at the
forefront = hawve not
kept pace with rapid
ECONOMIC expansion.
This region ranks among
the lowest in the world
in per capita energy
consumption and overall
electrification rates, with
still less than 50% of
South Asians not having
any access (o electricity.
In order to increase
global access to energy
a stable reqgulatory
frameworks, open
investment climates,
adherence to the rule of
law, transparency in
decision-making,
market-based pricing of
energy resources and
an open and competitive
market for energy trade
and investment is
needed. All nations must
put policies in place that
actively encourage and
support this
involvement on a global
scale. @

Shri Sushilkumar
Shinde

Tha Mimister of Power
Inglia

The countries of South
Asia share similar
conditions and the
power sector is no
exception. The region
needs to augment the
supply of power and
enhance its distribution
to rural areas in the
entire region. Moreowver,
South Asia is a sound
destination for
investments in the
power sector however
the level of investments
remains unexploited due
to lack of market access
issues and ambiguous
trading regulations. The
Government of India is
willing to join hands at
strengthening SAARC
countries and the global
world. Regional
cooperation can go a
long way towards
improving access to
energy, strengthening
security of supply and
contributing to :
sustainable economic
growth,

This conference is a
positive step towards
opening new venues of
energy and power
cooperation among
SAARC countries and
deepening economic
linkages for our better
future. |

Mukhtar Ahmad
Advisor to the

Prirrus Menicter an Enengy
Pakistan

Pakistan is trying to
create an environment
that is conducive to
private sector
participation in the
energy sector. South
Asia needs adequate,
affordable, and
environment-friendly
energy supply to meet
the needs of the
expanding economies.
For this purpose, the
region needs to
implement an integrated
energy development
plan, accelerate
development of
indigenous conventional
ENergy resources,
promote renawable
energy with emphasis
on enhancing access to
enargy in remote and
rural areas, exploit
potential for cross-
border energy
transactions and create
a conducive
enviranment to mobilize
private sector
investment. South Asia
needs a liberal
investment policy to
ensure increased
investmeant, which can
be achieved through
equal treatment to local
& foreign investors,
opening up all economic
sectors to FDI, allowing
foreign equity up to
100%, remaoving
requirement of
Government
permissions, allowing
remittance of capital,
profits, dividends,
royalty, technical &
franchise fee and
introducing attractive
incentive packages. M

Hydropower resource
has brought about
immense development
benefits all geared
towards achieving
economic self-reliance
and overall socio-
economic development.
In the Bhutanese
context, large
hydropower projects
have the benefit of
economies of scale, as
well as large spin-off
social benefits such as
road access, rural
electrification,
employment
opportunities, hospital,
school etc and thus
fulfils the national
strategy of regional
balanced development
strategy. The sustained
techno-economic
cooperation with India
where Bhutan's export
market lies, is the key
success factor. While
India benefits from
import of clean
renewable energy
supply to meet part of
its demand, Bhutan
benefits from revenues
earned from export of
hydroelectricity.m
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South Asia needs to
exploit existing regional
synergies and invest
huge amounts to
augment the power
sector if we want to
maintain the current
growth rate of the
region to about 7
percent. The need of the
hour Is the
establishrnent of a
South Asian Energy
Center that can serve
as a focal point to
develop energy grids in
the region. Some
benefits of regional
energy trade are that it
can lead to effective
utilization of resources,
mutual support during
contingencies, energy
security, improved
relations in South Asian
and a significant
transformation of the

South Asian economies, B
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Power Secretary
Goenprmmaent of Bangladesh

iTh-E Bangladeshi power
sector inspires to make
electricity available for
the whole country at a
reéasonable price as well
as provide reliable and
quality supply of
electricity. For this
purpose, the need of the
hour is B3 increase
genération gapacity to
11,000 MW upto 2020,
develop indigenous fuel
resources, develop
domestic coal for fuel
diversity, promote
renewable energy, adopt
policies and practices to
nsure capital flow and
form, restructure and
ulate the sector for
fficiency. The
overnment has taken
teps to create a
onducive environment
r investments by the
rivate sector through
ppropriate policies, B
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Currently, there is next
o negligible regional
cooperation in the field
of energy. However, for
this purpose, the energy
infrastructure in the
region needs to be
developed as it is critical
for growth. It is
estimated that a 1%
increase in
infrastructure stock is
associated with a 1%
increase in GDP. The
annual regional
investment needs for
electricity infrastructure
during 2006 - 2010
amounts to US$29
billion {out of an
aggregate US$EB
billion), approximately
23% Including
investment from
independent power
producers. The strairned
government resources
cannot finance capital
intensive infrastructure
projects. Therefore,
active private sector
participation becomes
essential. The region
needs to institutionalize
regional energy
cooperation through the
establishment of a
Regional Energy Center.
Alsg, there |5 a need to
create an apex body
with representation
from public and private
sector to act as a
coordinatar at regional
leveal, Il

Habil
Khoraklwala

Prggiddnt

FICLCI

The legislative and
regulatory framework
for the power sector in
the region has been
undergoing significant
evolution and power
sector cooperation
among the countries can
contribute considerably
towards balancing the
power demand-supply
profile and creating
value for all. SAARC
member countries have
shown an interest in
regional energy
cooperation due to the
South Asia energy
dialogue between the
governments that took
place in New Delhi
earlier this year in March
and also because of the
consensus of
establishing a SAARC
energy center in the
region. The deliberaticns
in these two days (of
the conference) will
bring out new ideas and
opportunities for
regional energy
cooperation. B

The electricity sector has
beean gaing through
reforms over the last
decade which is quite
wvisible in some countries
but not so vigorously
pursued in others.
Regulators play a key
role in shaping the
overall power sector
policies, which directly
impact the energy
market environment
both in the country as
well as cross borders.
In many of the South
Asian countries separate
energy regulation
companies have been
established. It is the job
of the regulators to
promote a competitive
environment, improve
efficlency, safety and
service quality, allocate
resources optimally and
provide consumer
protection.

Wagar Ahmad
CHreEar
SAARC Chambs=ir of

Commerce and Indistry

; The countries of South

Asia are faced with the
challenge of energy
security because of
rapidly rising energy
demand coupled with
increasingly insufficlent
energy supplies. Energy
security in the region
can be achieved by
diversifying traditional
energy supplies,
promoting additional
foreign investment for
energy infrastructure
development, improving
energy efficiency,
reforming and
privatizing energy
sectors, building cross-
border linkages and
promoting and
expanding regional
energy trade and
investment. The
creation of a South
Asian energy market
and cooperative
development of the
available diverse energy
sources in the region
can help increase the
level of energy security
in the region and thus
can subsequently
cantribute to achieving
a sustained higher
aconomic growth. @




Sewilh LAsicrr
Eﬁ@@@ﬁgc;@ﬁ@m OVERVIEW

South Asia is marked by rapid economic and population growth. However, even with an average total growth
rate close to 6%, the region has one of the lowest per capita incomes in the world and has intra-regional trade
less than 29 of GDP, as compared to 20% for East Asia. However, the region is one of tremendous economic
potential though challenges exist. In many cases, badly needed infrastructure advances of all types - with energy
being at the forefront - have not kept pace with rapid economic expansion. And throughout the region, extreme
poverty persists which is exacerbated by a lack of access to electricity. Despite apparent syergies and opportunities
existing for cross border energy cooperation, the energy and power trade in the region is extremely low.
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SAARC ECMOMIES PRESEMT A MIX PICTURE WITH:

= India, Pakistan and Bangladesh being the region's largest economies with 80.03%; 10.99% and 5./72%
share of the regional GDF and also the most populated countries of the region.

= India, Pakistan and Sri Lanka are the fastest growing economies in the region with a GDP growth rate of
8.40%, 7.8% and 6.0% followed by Bangladesh with a growth rate of 5.0% respectively.

- ; : Enargy Mix In South Asia
Coal and petroleum are the predominant sources of energy in the region

ol Patra Facd [T Huarlaar Hiyplrs Wi, Sadr 1 C
as shown in the Figure, although there are significant variations within 4-: B N BB R BB ]
the region. Bangladesh’s energy mix, for example, is dominated by natural e

gas (86 % in 2005), while India relies heavily on coal (55%) and then "'1:|

hydroelectric power (26%) as of 2006, Maldives is overwhelmingly "

dependent on petroleum (100%), whereas Sri Lanka is dependent on |

hydroelectric power and petroleum (50% and 46% resp. in 2005). Pakistan '

is diversified among petroleurn {33%), natural gas (30% ), and hydroelectric | E B B B

power (33%). The Himalyvan countries of Bhutan and Mepal have the 3 1 : -

highest shares of hydroelectric power in their energy consumption mix at
99% and 92%, respectively, in 2004,

Cruda Ol Resarves in South Asis Electreity Indicator in Sasuth Asia
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= India and Pakistan have the highest installed capacity of 131,435 MW and 20,356 MW respectively and is
mainly through thermal power plants. This is followed by hydroelectric energy whereas installed capacity in
other sources is negligible.

« The electricity consumption per capita is highest for India and Pakistan followed by Sri Lanka whereas it is
relatively low in other SAARC countries.

Although India is the most populated country in the region only 40% of its population has access to electricity
whereas 75% of the Sri Lankan people enjoy electricity facility.
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