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Indian loans

The Chinese-led AIIB and Western-backed ADB are to co-finance a US$100m
loan to India to improve transmission and expand renewables


Market rally

Consolidation is emerging across global coal markets, while Chinese winter
demand will support prices


Carmichael contracts

India’s Adani Group has taken more solid steps towards developing the
controversial Carmichael thermal mine in Queensland


Russian interest

Pakistan aims to use Russian assistance to build a 600-MW power plant in the
state of Sind and to develop the CASA-1000 project
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PLN struggles to contain costs
as government dismisses
coal price controls
Pressure is growing on Indonesia’s PLN to improve efficiency as the
government’s 35,000-MW target slips away. The government had dismissed
talk of re-introducing coal pricing controls, writes Graham Lees
INDONESIA

W H AT:

Energy Minister Ignasius
Jonan has dismissed
PLN’s efforts to fix
domestic coal prices as
outdated

W H Y:

Price controls would
not encourage coal
producers and buyers to
improve their efficiency
further, and would deter
private investment

W H AT N E X T:

The government is
unlikely to re-introduce
coal price controls in the
near future

IN a rare rap on the knuckles for Indonesia’s state
-dominated power sector, Energy Minister Ignasius Jonan has publicly told national monopoly
Perusahaan Listrik Negara (PLN) to improve its
efficiency.
The reprimand came after PLN had petitioned the government to allow it to fix domestic thermal coal prices to enable it to control its
generating costs better. Jonan described PLN’s
price-fixing proposal as “outdated”.
“[It] is an obsolete concept and does not
encourage each party to do efficient business
activities,” the minister was quoted by local
media as telling a Jakarta Press briefing.
Coal fuels about 60% of Indonesia’s 55,000
MW of installed capacity, more than 70% of
which is operated or owned by PLN.
Jonan’s comments followed criticism of
PLN’s rising debts by Finance Minister Mulyani
Indrawati. Local media reports have quoted the
company’s CEO Sofyan Basir as admitting it has
accumulated debts totalling US$22 billion that
will be paid back over the next 30 years.
Bizarrely, Sofyan said it was nothing to worry
about.Mulyani said PLN should reduce its
investment plans because debts and interest on
loans had outgrown cash-raising capacity.
Unreachable target
PLN, which also dominates the country’s power
distribution, has already postponed development of about 9,000 MW of new capacity.
The state-owned enterprise said in April the
postponements were because of a slowing economy and electricity oversupply on Java Island
where the shelved capacity was to be built.
Java is home to 60% of Indonesia’s population
of 255 million.
However, electricity undersupply is the situation in many other parts of the sprawling archipelago country, with around 60 million people
living off-grid. The shortages affect the large

P4

western island of Sumatra as well as the many
smaller islands of the eastern region.
PLN’s shelving of some planned new generating capacity conflicts with the energy ambitions
of President Joko Widodo, who promised to
bring mains electricity to 97% of the population
by the end of his presidential term in 2019. To
achieve this he set a target of adding 35,000 MW.
This target now looks unreachable in the time
frame owing to a series of delays in approvals for
new plant and publicised conflicts between government ministries. Even the Energy Ministry
has recently claimed the 35,000-MW target is
unnecessary now because Indonesia’s economic
growth is lower than originally anticipated when
Joko took office in 2014.
New coal port
Nevertheless, economic growth is still cantering
along at around 5%, and power shortages outside
Java have become more frequent.
The importance of coal to both PLN and the
country’s power infrastructure was underlined
last week when Joko formally inaugurated work
on a new US$145 million coal-handling port on
the northwest coast of Java.
The port will be able to handle 20 million
tpy and will act as both a storage terminal and
redistribution point for four new thermal power
plants (TPPs) in Banten Province, the state news
agency Antara said.
Collectively the plants, which will use
ultra-supercritical equipment, will have a generating capacity of 4,660 MW, local media reports
said.
One of the plants, with 660 MW capacity, has
just been completed, while the other three will
become operational only in 2020 and 2022, local
media reports said.
Ironically, most of the coal passing through
the port will have been mined on Java, according to state news agency Antara, which quoted
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the Energy Ministry as saying it would be more
reliable to transport via coastal barges than coping with Java’s roads, especially in the monsoon
season.
The Indonesian Coal Mining Association
noted in a statement on its website that the port
would help secure PLN’s fuel needs in western
Java, adding pointedly that Jonan had “firmly
rejected” PLN’s attempt to put a cap on coal
prices.
“The [PLN] scheme does not encourage coal
producers and buyers to further improve their
efficiency,” the association said.
Not surprisingly, the shares of major coal
miners Adaro Energy and Bukit Asam rose in
Jakarta.
It was perhaps significant that President Joko
was flanked by Energy Minister Jonan and PLN
President Sofyan Basir when he inaugurated the
commencement of the coal port’s construction
and presided over ground-breaking ceremonies
for the three new TPPs.
They will have wanted to be seen showing
keen interest in tackling the ongoing energy
problem. A timetable for the port’s completion
has not been announced.
Subsea cable
Given the official assertions that Java is now oversupplied with electricity, it seems likely much of
the new 4,000 MW to be built in Banten will
actually be destined for neighbouring Sumatra.
In April the Jakarta government announced
it intended reviving shelved plans to construct
an undersea power cable connecting Java and
Sumatra, which are only 30 km apart at their
narrowest point.
The cable plan was originally intended to
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pump electricity from plants to be built by PLN
in southern Sumatra to supply power-short
Java. It was shelved because the shortages were
resolved, but in the meantime delays in plant
development have left Sumatra facing power
cuts and brownouts.
The Energy Ministry said in April it anticipated the cable would be completed by 2021,
about the time that the 4,000 MW of new capacity will be coming on line in Banten.
Finance for the cable project has been secured
from the Japan International Co-operation
Agency, the Jakarta Globe said.
Investment worries
All these developments illustrate the continuing
importance of coal in Indonesia’s power industry. The total investment in port and plants is
over US$5 billion, said Antara.
President Joko is on record as saying a day
may arrive when the country’s coal export industry will have to give way to domestic needs.
That should not matter to the coal production sector so long as it is backed by an energy
minister who is ready to dismiss attempts by the
dinosaur-like PLN to regulate coal prices for its
own benefit.
Indonesia produced 419 million tonnes of
coal in 2016 and about 80% of it was exported,
according to figures compiled by the Jakarta
company Indonesia Investments.
It is not beyond the realms of possibility, however, that a future government might be more
receptive to PLN.
Yet for the present, investors and would-be
investors in Indonesia’s power sector can breathe
a sigh of relief that the current political thinking
in Jakarta does not back coal price controls. v
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Coal market rally heralds
more positive future
Consolidation is emerging across global coal markets, while Chinese
winter demand will support prices, writes David Flanagan
GLOBAL

W H AT:

Prices have rallied across
global markets

W H Y:

Demand has been brisk,
and some supply is
uncertain

W H AT N E X T:
Coal demand should
continue to be healthy,
creating a buoyant
market

THE recent coal market rally has delivered some
of the biggest price gains seen in coal trading for
years.
Demand has been brisk, particularly from
China, which is still enduring difficulty in
returning from state-imposed cuts in domestic
coal production over a year ago.
The policy meant that Chinese mines were
forced to reduce output and some have struggled to return to optimal levels of production,
nudging up coal imports.
Local market observers in China have seen
coal stocks being built up quite early in preparation for the expected rise in winter power sector
demand.
But while the seasonal upturn is largely to be
expected, the outlook for China’s domestic coal
industry is volatile.
Market analysts Fenwei Energy said that
tougher environmental inspections were inhibiting the return to full activity at some mines
before the winter.
If this supply problem continues over the
coming weeks as we move into Q4, Chinese coal
imports, which were around 10 million tonnes
in August, according to market sources, will
remain strong.
As well as the demand from the power sector, China’s successful development of coal-bed
methane (CBM) projects, which have the intention of improving the availability of domestically produced gas, is having the effect of lifting
demand for coal.
Hence the CBM market also contributes to
the buoyancy of Chinese coal markets.
Supply side
On the supply side, the coal price rally seen in
Q3 should, under normal circumstances, offer
a degree of confidence to coal producers. However, the supply outlook remains exposed to
uncertainty.
One of the biggest new coal production proposals to serve Asia, Australia’s Adani mine,
continues to encounter obstacles in its efforts to
move towards start-up of operations.
The US$12 billion extraction project, whose
purpose will be to supply coal chiefly to the
Indian market, is trying to weather heavy local
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opposition.
Adani is still backed by the Australian federal
government, but there are lingering questions
about when this project will actually be realised.
Protests erupted again over the weekend of
October 7-8 and the effect has been to place
doubt over the likely realisation of the Adani
project in the medium term, and this is also
probably supporting coal prices in Asia.
Demand side
Hence on the demand side, particularly related
to Chinese internal coal market dynamics, and
considering doubts on the supply side, the indicators are still quite bullish for coal prices.
London-based coal futures trading platform GlobalCoal confirmed the trend of rising
prices in Q3. The exchange said that the entire
coal complex had seen escalating prices, including a surprisingly strong rise in the Rotterdam
contract.
However, GlobalCoal price data show the
strongest gains among the three key global
grades to be in the Newcastle contract. It has
risen almost consistently in the last 2-3 months,
starting in July at US$77-78 per tonne, gaining
around 20% to US$95-plus per tonne, with
a slight fall back at the end of September to
US$94.90.
The Australian grade is more resilient than
Rotterdam, owing to the buoyancy of Asian
demand, and has outstripped other grades to
stand as the most expensive grade based on
GlobalCoal futures prices in September.
CME’s API 8 South China coal future gained
significant ground in Q3, rising from prices of
around US$75 per tonne in July to US$88 per
tonne for the October future on October 2.
A further climb was seen as the contract
reached US$89.10 on October 9. The API 8 forward curve is in backwardation: that is, showing
a fall in prices out to the early part of 2018.
But the October-to-December part of the
curve is still quite strong at prices of around
US$86-87, and is likely to stay that way in the
next month or so owing to seasonal factors. In
contrast, CME’s Indonesian coal future has
remained static over Q3, with prices in July
around the US$53-54 per tonne mark, and the
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October future closing on October 9 at US$56
per tonne.
Consolidation
Moving forward, the immediate outlook for Q4
is for consolidation. The meteoric rise in coal
prices during Q3 has unquestionably now triggered a bout of profit-taking among traders, as
prices have now come back from Q3 highs.
Moreover, traders may sell more in order to
capture the gains seen in the July-to-early-September period. Also, the steep climb in prices
will have stimulated suppliers and traders to load
more cargoes to take advantage of the strong
market while it is there.
But the rally will not completely run out
of steam. Coal suppliers will be upbeat about
preparation for the colder temperatures in Q4,
which will naturally drive demand for heat and
power in Q4.
If China continues to suffer a volatile position
in its domestic coal market, hinting at a need for
high volumes of imported coal, we can expect
coal prices to remain elevated. Hence the overall effect will be of consolidation of coal prices
around their new range as these factors play out.
Looking ahead
In terms of the underlying direction of the coal

Week 40 10•October•2017

market, trends in the use of coal in global power
generation and the effect of growing new applications such as coal-to-gas processes will also
dominate the market’s direction in the coming
months.
US proposals to regulate its domestic power
market more rigorously, perhaps even through
the subsidy of coal-fired power generation, signal a major shift in attitudes towards coal as a
feedstock for the power sector.
Almost unthinkable just a few years ago, the
idea that coal will somehow enjoy preferred status as a power source, owing to its reliability and
efficiency in shoring up renewables markets, is
now clearly coming onto the agenda.
As well as state roles in the power market, the
concept of coal-to-gas applications is also a key
determinant of the future fate of coal markets.
If more gas is needed in major economies,
and CBM projects can deliver this gas, market
participants and observers may consider that the
coal industry’s future may need to be protected.
In Western Europe, the introduction of
capacity markets for power that are not open to
renewable capacity has given some new life to
coal-fired power generation plants.
If these mechanisms are maintained or
extended, they will continue to preserve the coal
industry’s future. v

w w w. N E W S B A S E . c o m

AsiaElec

If China continues
to suffer a
volatile position
in its domestic
coal market, we
can expect coal
prices to remain
elevated

P7

AsiaElec

INVESTMENT

AsiaElec

AIIB, ADB forge joint Indian loan deal
INDIA

THE Chinese-led Asian Infrastructure Investment Bank (AIIB) and the Manila-based Asian
Development Bank (ADB) are to co-finance a
US$100 million loan to India to improve transmission networks and to expand the use of
renewable energy.
The loan, recently approved by the AIIB
board, involves co-financing of US$50 million from the ADB, Xinhua news agency has
reported.
“We are pleased that this first AIIB co-financed project in India will bring clean energy
to more people and help the country achieve its
ambitious renewable energy targets,” said Priyantha Wijayatunga, director of ADB’s energy
division in its South Asia Department.
“We look forward to broadening our partnership with AIIB in the coming years.”
The two banks are funding grid infrastructure
that will connect renewables projects in Tamil
Nadu with the 400-kV long-distance transmission system.
The Indian project is the fourth co-financing
by AIIB and ADB. The banks are also supporting
the M4 expressway in Pakistan and a natural gas
production and transmission project in Bangladesh. The third venture relates to a highway
round the port city of Batumi, the second largest
city of Georgia.
The AIIB has an authorised capital of US$100

billion. China is the biggest shareholder with
over 26% of voting shares. India has the second
largest rights, followed by Russia and Germany.
In September, ADB chief economist Yasuyuki
Sawada said that the AIIB and ADB could co-operate to meet the huge investment gaps that exist.
He said that capital requirements for major
infrastructure in the Asia and Pacific region
stood at US$1.7 trillion per year, while the
finance gap stood at over US$500 billion per year.
The ADB is already financing India’s Green
Energy Corridor projects, which seek to link
states such as Tamil Nadu, Gujarat and Maharashtra, which are major renewables producers,
with demand centres in major cities and industrial hubs.
The ADB has already extended two US$500
million loans to build and upgrade inter-regional
grid systems between western and southern
regions in order to help distribute wind and solar
generation.
India’s massive renewable energy push
involves developing 175,000 MW of capacity by
2022, including 100,000 MW of solar and 60,000
MW of wind.
With India progressing well in capacity generation, both thermal and renewable, the focus has
turned to transmission and distribution, which
is seen as inadequate and requires huge capital
investment to prevent losses and leakages.v
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Pakistan, Russia talk power
PAKISTAN
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PAKISTAN has approved a proposal to develop
a 600-MW combined cycle power plant with
Russian assistance at Jamshoro in the state of
Sind.
The cabinet, headed by Prime Minister Shahid Khaqan Abbasi, last week voted in favour of
a joint venture with Russia.
“The cabinet authorised the Power Division
to negotiate the details of a draft framework
agreement and to bring the agreed version before
the cabinet. It would also finalise the terms and
conditions of the loan in consultation with the
Economic Affairs Division (EAD) and the
Finance Division,” an official statement said.
The proposed power plant is to be developed
near the village of Jamshoro on the right bank
of the River Indus, 150 km from the country’s
largest city, Karachi.
The two countries have already agreed to
convene a meeting of the joint energy working
group later this year to sign a formal memorandum of understanding (MoU) for the development of the proposed power generation project.

A Pakistan official said that the pre-feasibility
studies had established the viability of the power
project at Jamshoro.
“Major power-consuming centres like Karachi and Hyderabad are close to Jamshoro. The
power evacuation systems already exist near the
project site,” said the official.
State-run Jamshoro Power Company currently operates an 850-MW combined cycle
plant and is in the process developing an additional 600-MW gas-fired plant at Jamshoro
with a loan from the Asian Development Bank
(ADB).
As well as this, Islamabad has also invited
Russia to participate in the development of the
Central Asia-South Asia (CASA-1000) transmission project.
Moscow has shown interest in the Jamshoro
power plant as part of the US$2 billion Karachi-Lahore gas pipeline project.
The 1,100-km pipeline, which has 12.4 bcm
per year of annual capacity, will be built from
Karachi to Lahore via Jamshoro.v
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Tokyo Gas to triple capacity
JAPAN

TOKYO Gas, Japan’s biggest gas supplier, is
seeking to increase its power generating capacity
more than threefold by the end of the 2020s in a
bid to cash in on the country’s fully liberalised
electricity market.
Tokyo Gas said on October 5 that it would
aim to boost capacity from 1,600 MW in the
2017 fiscal year to 3,000 MW in the 2020 fiscal year and then to 5,000 MW sometime in
the 2020s. A key element of this strategy is the
construction of two LNG-fired TPPs, which are
planned for the cities of Hitachi and Kamisu at a
cost of 200 billion yen (US$1.8 billion). They are
expected to have a combined output capacity of
up to around 2,000 MW.
The two new TPPs will receive LNG from
Tokyo Gas’ Hitachi LNG import terminal, which
went online in March 2016 as the gas utility’s
newest and fourth such facility.
Tokyo Gas will also seek to reach 400 MW of
renewable capacity in the first half of the 2020s,
promote alliances with other energy firms and
increase procurement from the wholesale

electricity market.
If Tokyo Gas achieves the 5,000-MW target,
its capacity will far exceed Okinawa Electric
Power’s 2,200 MW. Okinawa Electric Power is
the smallest of Japan’s 10 major electric power
companies.
Japan’s retail electricity market was fully liberalised on April 1, 2016. More than 300 companies have since broken into the market, spurring
competition to offer better services and lower
rates.
Japanese households and other small-lot
electricity users can now choose their suppliers freely. They had previously been allowed to
purchase electricity only from 10 major electric
power companies in their regions.
TEPCO has lost many customers in the retail
electricity market in the past one and a half
years, primarily to Tokyo Gas, which has already
secured nearly 1 million electricity customers.
Tokyo Gas said on October 5 that it would
seek to boost the number of its electricity customers to 2.2 million by fiscal 2020.v
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Indonesia begins building
4,000 MW of coal capacity
INDONESIA

WORK has begun on the construction of three
coal-fired TPPs with 4,000 MW of combined
capacity on Java in Indonesia, state news agency
Antara said.
The Jawa 7, 9 and 10 TPPs are in western
Banten Province to the west of Jakarta and will
be supplied by a new US$45 million coal port,
construction of which has also just begun.
Jawa 7 is being built by China’s Shenhua
Energy in a partnership with a subsidiary of
state-owned utility PLN and will have 2,000 MW
of capacity, energy news website Katadata said.
It is scheduled to cost US$1.88 billion and will
be operational by the end of 2020.
Jawa 9 and Jawa 10 will have 1,000 MW of
each and are being built by a partnership of PLN
and several private Indonesian firms, including
conglomerate Barito Pacific.
These two plants will cost a total of US$3 billion and will not be completed until 2022. All
three projects will use ultra-supercritical boiler
technology.
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Ground-breaking ceremonies for the three
projects were led by Indonesian President Joko
Widodo last week. He also formally opened
a fourth coal-fired TPP, the 660-MW PLTU
Banten, recently completed by Lestari Banten
Energi.
Joko also formally inaugurated work on the
coal terminal, which will be capable of processing and storing up to 20 million tonnes, news
website Tempo said, quoting Energy Ministry
spokesman Dadan Kusdiana.
The terminal will store coal produced in the
western area of Java to maintain security of supply to the new plants during bad weather when
road transport is disrupted, Dadan said.
Joko has set a target of increasing Indonesia’s
generating capacity by 35,000 MW during his
five-year presidency, which will end in 2019.
Recent Jakarta media reports quoting Energy
Ministry officials have said this target is not
expected to be reached because of commissioning delays.v
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Adani awards first Carmichael contracts
AUSTRALIA

INDIA’S Adani Group has taken more solid steps
towards developing the controversial Carmichael thermal mine in Queensland.
The Indian company has awarded construction contracts worth US$150 million for site
preparation and construction of a 390-km railway line to the coast.
It has also chosen the coastal towns of Rockhampton and Townsville as feeder airport links
to fly in thousands of mine site workers, Mining
Australia said. An airstrip at the mine site is being
developed.
“After eight years of challenge, the Carmichael
project is under way, signalling the opening of
the Galilee Basin which will drive the growth of
the emerging Asian Tiger economies including
India,” Adani Australia CEO Jeyakumar Jankaraj
was quoted as saying.
Adani still faces objections and disruption
from anti-fossil fuel activist groups but the multi-billion dollar project is now “under way,” he
said.
The state government in Brisbane backs the
Carmichael mine, which it sees as offering thousands of jobs in a depressed region, the Australian Financial Review said.
Adani is still piecing together the financing
it needs for the full development of the mine,
including a request for a loan of A$900 million

(US$698 million) from the federal government’s
Northern Australia Infrastructure Fund to support the railway construction.
Adani Australia aims to have its finances
finalised by next March and is considering selling minority stakes in Carmichael, the Review
said.
The company is now targeting first exports
for Carmichael from its Abbot Point terminal
during 2020.
Initial production will be a maximum 18 million tpy, rising to 27 million tpy, the paper said
quoting unnamed managers. This is a sharp scale
back from original plans to produce 60 million
tpy.
Most of the Carmichael coal is expected to be
shipped to India to feed coastal thermal power
plants (TPPs) which need high grade fuel for
their supercritical boilers.
As recent as June, India’s Energy Minister
Piyush Goyal was still talking about ending coal
imports, saying domestic mines could meet
demand.
However, amid recent reports of shortages
affecting some TPPs, Coal India Ltd (CIL) last
week admitted that its April-September production was 11 million tonnes, or 4.7% short of
the government’s target, the Live Mint financial
website said.v

Adani is now
targeting first
exports for
Carmichael from
its Abbot Point
terminal during
2020.

China to push forward coal reform
CHINA
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THE Chinese government is to close more inefficient coal mines and push through a series of
mergers in a bid to boost performance and cut
losses and to diversify ownership.
The State Council said that the reform would
also help re-group premium coal assets so as to
make large coal mines even stronger.
The reform will focus on the transfer of the
shares from small coal mines to big ones and
allow diverse investors to hold equities of various
sizes in a bid to create what the government calls
mixed ownership.
Another option calls for a debt conversion
scheme, whereby lenders would obtain equity in
order to revive operations at struggling mines.
The Chinese coal industry has long been
plagued by overcapacity, with small and inefficient mines using backward technology.
The government is keen to close these mines
in order to reduce production capacity and

promote cleaner fuels such as natural gas and
renewables.
However, such efforts, though successful
in some big cities, face resistance from local
governments that rely too much on such small
mines for their contribution to local economic
growth.
In the first eight months of 2017, China produced 2.3 billion tonnes of coal, up 5.4% on the
same period last year, including 290 million
tonnes mined August, (up 4.1% year on year),
according to data released by the National Statistical Bureau.
From January to August, China increased
coal imports by 14.2% year on year to 180 million tonnes.
By the end of August, China coal inventories
at major power plants had reached 56.63 million tonnes, enough to sustain operations for 14
days.v
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TEPCO cleared to restart
Kashiwazaki-Kariwa reactors
JAPAN

JAPAN’S Nuclear Regulation Authority (NRA)
has granted TEPCO initial safety approval to
restart two reactors at its Kashiwazaki-Kariwa
NPP.
The NRA endorsed at its meeting on October
5 a draft document that serves as certification
that the plant’s No. 6 and No. 7 reactors, which
each have 1,356-MW capacity, have passed the
more stringent safety standards introduced following the 2011 Fukushima disaster.
The five commissioners who voted at the
NRA meeting gave the decision their unanimous
backing.
The two reactors are the newest of seven units
at the Kashiwazaki-Kariwa complex, which with
a combined output capacity of 8,200 MW is one
of the world’s biggest NPPs.
The decision marks the first safety approval
TEPCO has received since Fukushima.
The utility must now face a 30-day public
comment period before the reactors win formal
safety clearance. It also needs to get approval
for its detailed construction design for planned
upgrades at the plant.

In reality, it could be several years before the
plant restarts, with Niigata Governor Ryuichi
Yoneyama saying winning local consent would
take “around three to four years.”
“TEPCO’s plant may not restart for long if the
governor sticks to his stance,” according to Tomomichi Akuta, senior economist at Mitsubishi
UFJ Research and Consulting.
Still, the NRA’s decision is a big moment
for TEPCO, which says it needs to restart reactors to be able to pay the bill for the Fukushima
clean-up. Japanese utilities have seen their fuel
import costs surge since 2011, as they rely more
heavily on gas- and coal-fired TPPs while the
great majority of reactors remain offline.
It will also probably serve as a political boost
for the government of Prime Minister Shinzo
Abe, who supports the rebuilding of nuclear
power generating plants for them to become
once again a key part of Japan’s energy mix.
A new opposition party led by the popular
governor of Tokyo, Yuriko Koike, is campaigning
on a platform of completely phasing out nuclear
power.v

The decision
marks the first
safety approval
TEPCO has
received since
Fukushima
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POLICY

Policy key to unlock Indian
Energy Exchange’s full
potential
One question that long-term investors may
ask about Indian Energy Exchange Ltd.’s (IEX)
initial public offering (IPO) is to what extent
the company can achieve its full potential.
IEX’s fortunes are intertwined with the
evolution of policy and power transmission
infrastructure in the country. The price band
for the IEX IPO, which is currently open
for subscription, has been set at 1,645-1,650
rupees per share.
To be sure, IEX has done well. It has
emerged as the undisputed leader in the
day-ahead or the spot electricity market. IEX
is a profit-making entity and thanks to its
asset-light business model it generates good
returns. Further, given the excess capacities
in the Indian electricity generation sector,
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diversifying generation base, competitive rates
and expanding customer base, the company
should be able to maintain the growth tempo.
The scalable exchange platform also holds
much promise, which should add heft to the
current share offering.
But for IEX to get into the big league,
several factors should fall in line. For
perspective, the company till now has made
tremendous strides in exchange-traded
volume, which is garnering a larger share of
the short-term power market. The share of
power exchanges in the short-term power
market has risen from 11% in FY10 to 34%
in FY17, points out a report from Bank of
America Merrill Lynch (BoFA ML).
While this aided IEX, given its dominant
position in the segment, the larger pie in
which the exchange is seeing growth, the
short-term power market, has not seen much
of an expansion (as a percentage of total
power generation and demand) in recent
years, says BoFA ML.
LIVE MINT (INDIA), October 10, 2017
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Vietnam’s PV Power
increases shares sold to
public
PV Power’s business operation is not listed in
the industries of which the state must have
controlling stake. Thus, from now until 2018,
the state will reduce its ownership from 100%
to 51%. PetroVietnam Power Corporation
(PV Power) will sell 20% of its shares at its
initial public offering (IPO) in late November
or early December, Vietnam News Agency
reported.
PV Power general director Nguyen Xuan
Hoa said the proportion of shares sold to the
public during the IPO will be 20%, instead of
4-5% as previously announced. This increase
in the number of shares is because many
investors are interested in energy stocks and
it is also in line with the stance of the state
steering committee on corporate equitisation.
Under the PV Power’s equitisation plan
submitted to the government on August 15,
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PV Power’s business operation is not listed
in the industries of which the State must have
controlling stake. Thus, from now until 2018,
the state will reduce its ownership from 100%
to 51%.
VIETNAM NEWS (VIETNAM), October 5, 2017

GRID

China begins construction
of world’s highest power
pylon
China’s Zhejiang Electric Power Company
said the construction recently began on a
giant power supply pylon, believed to be the
world’s tallest, in the country’s east Zhejiang
Province. The 380-metre tall pylon will be
four times the height of London’s iconic
Big Ben, the state-run Xinhua news agency
reported.
The pylon will carry power cables between
Zhoushan’s Jintang and Cezi islands, a
distance of 2,656 metres, the power company’s
Zhoushan branch said in the announcement.
It is set to break the world record for the
tallest power pylon currently held by China’s
Damaoshan pylon which stands at 370 metres,
also in Zhoushan.
The pylon is a part of a new ultra-high
voltage power line project between cities
of Zhoushan and Ningbo. The project is
expected to completed by the end of 2018, and
will be put into use in 2019, Xinhua said.
ECONOMIC TIMES (INDIA), October 3, 2017

Indian Uppala 110-kV
substation likely by
November
The 110-kV feeder substation at Uppala in
the district, meant to augment supply for rail
electrification on the Shoranur-Mangaluru
stretch, is likely to be commissioned in
November end. The Kerala State Electricity
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Board (KSEB) has received approval from
the National Highway Authority of India
(NHAI) to dig a four-metre-deep pit to lay
the two-kilometre high tension electric cables
to charge the feeder substation adjoining the
Uppala railway station, a senior KSEB official
said.
“The pit digging works, entrusted to a
Gujarat-based firm, resumed two weeks ago
and we are awaiting nod from the panchayat
officials to speed up the works, which in all
probability should be completed by November
end,” he said. Having ensured simultaneous
power back-ups both from Karnataka and
Kerala, the KSEB had earlier intended to
commission the Uppala feeder substation by
October end. However, recent heavy rain in
northern Kerala hampered the works, he said.
The KSEB is awaiting commissioning of
a 50-MW solar power plant at Paivalike and
its commissioning could take two years, he
said. At present at least five pairs of express
trains are running on electric locos and
Railways could introduce additional electric
locos on the stretch once the Uppala feeder
substation is commissioned. The KSEB has
already commissioned feeder substations at
Cheruvathur, Kannur South, and Elathur near
Kozhikode in the Malabar region.
THE HINDU (INDIA), October 7, 2017

PSPCL focuses on
strengthening transmission
The Punjab State Power Corporation Ltd.
(PSPCL) has chalked out an elaborate
programme to strengthen transmission and
distribution system in the city and other
areas that fall in the central zone to bring
about qualitative improvement in power
supply and fulfil its commitment of providing
uninterrupted power supply to all categories
of consumers. The new chief engineer,
Central Zone of PSPCL, Paramjit Singh, said
a proposal had been finalised to erect new 66kV lines from 220-kV substation at Ladhowal,
which is under construction, to 66-kV
substation on GT Road and 66-kV substation
at Amaltas to strengthen the sub-transmission
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system. With the new 66-kV lines, the two
substations would receive supply from two
sources and the problem of frequent tripping
in old city localities would be permanently
solved.
He said to improve power supply to the
industrial sector, a detailed project report
of 500 million rupees had been prepared
for replacement of worn-out network
components of 250 category 2 (industrial)
feeders in Focal Point and Industrial Areas in
the city. “In an initiative towards the Smart
City project for Ludhiana, the PSPCL has
prepared a plan for laying underground
power cables in Ghumar Mandi, National
Road, Malhar Road, Pakhowal Road and
Sarabha Nagar at a cost of around [750 million
rupees],” said the chief engineer.
TRIBUNE (INDIA), October 9, 2017

Piyush Goyal to electrify
Indian Railways by 2020
If the railway ministry has its way, thousands
of diesel-guzzling locomotives could be a
thing of the past in the country. In a move to
expedite the complete electrification of rail
network, Indian railways has advanced the
deadline by two years to 2020. This means the
railways would remove diesel engines in the
next three years and all 19,000 trains will run
only on electric locomotives, a senior railway
official said.
Railway Minister Piyush Goyal has issued
directions to speed up the electrification
process of rail routes. Railway officials said
this will not only contain greenhouse emission
but also save cash-strapped railways at least
110 billion rupees annually on fuel expenses.
At present, Indian Railways spends 180 billion
rupees annually on purchase of diesel. On
the other hand, its electricity purchase bill is
pegged at 90 billion rupees.
As per estimates, if railways run all its
trains on electricity, the expenditure on
purchase of power will be 160 billion rupees
and thus saving 110 billion rupees every
year. “We are giving a relook to the ways of
speeding up the electrification process of rail
lines across the country. The cost on account
of power is quite less and so we can do a lot of
savings in that,” Goyal said recently.
Senior officials also maintained that
shifting train operations to electric mode
will drastically reduce import of diesel from
foreign countries that will also be beneficial
for the country’s economy. At present, Indian
railways has a fleet of 19,000 passenger and
goods trains. Of these, about 5,000 trains run
on diesel consuming nearly 3 billion litres of
fuel every year. Sources said railway’s power
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purchase cost has also gone down significantly
over the past few years.
BUSINESS TODAY (INDIA), October 9, 2017

Revitalising Vietnam’s
power plants, keeping an
eye on emissions
A wide range of new technologies and
solutions from GE can contribute to the
Vietnamese energy agenda through the
reduction of emissions and the enhanced
efficiency of power generation assets,
especially in coal-fired power plants. This has
become especially important after Vietnam
pledged for COP21 in Paris two years ago.
In today’s world, there is great demand
for reliable, affordable, clean, and sustainable
energy increases in countries like Vietnam.
Due to growing demand, the power industry
is expected to expand significantly over the
next decade. According to the International
Energy Agency’s (IEA) World Energy Outlook
2016, in 2014, 41% of global electricity
generation came from coal-fired power plants,
and 22% came from gas-fired power plants.
Both coal- and gas-fired electricity
generation is expected to increase over the
next decade in both IEA’s Current Policies
and New Policies scenarios. As coal is more
carbon-intensive than other sources, in 2014,
it accounted for 73% of the electric sector’s
carbon-dioxide (CO2) emissions.
Coal-fired power is forecast to remain the
second-largest energy source by 2030, thus,
coal will remain an important component in
the world as well as in Vietnam’s energy mix
over the next 10 years. There will be more
coal-fired power plants to be developed in
Vietnam, while the country works on the
investment capital pool to embrace the solar,
wind, and nuclear options. In a carbon-
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constrained world, energy sources such as
natural gas, highly-efficient greenfield coal,
renewable energy, hydropower, and nuclear
power are becoming more important in
helping to address global energy security
needs in the long run.
VIETNAM NET (VIETNAM), October 9, 2017

S U P P LY

Australian household
electricity prices may be
25% higher than official
reports
The International Energy Agency (IEA) may
be underestimating Australian household
energy bills by 25% because of a lack of
accurate data from the federal government.
The Paris-based IEA produces official
quarterly energy statistics for the 30 member
nations of the Organisation for Economic
Cooperation and Development (OECD),
on which policymakers and researchers rely
heavily. But to provide this service, the IEA
relies on member countries to provide it with
good-quality data.
Last month, the agency published its
annual summary report, Key World Statistics,
which reported that Australian households
have the 11th most expensive electricity prices
in the OECD.
But other studies – notably the Thwaites
report into Victorian energy prices – have
reported that households are typically paying
significantly more than the official estimates.
In fact, if South Australia were a country it
would have the highest energy prices in the
OECD, and typical households in New South
Wales, Queensland or Victoria would be in
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the top five.

THE CONVERSATION (AUSTRALIA), October 3,
2017

Electricity price jolt
could increase Sembcorp
Industries’ profit
A jolt in Indian spot electricity prices could
save Sembcorp Industries’ Indian business
from further losses, UOB Kay Hian said. The
firm said spot electricity prices in India bolted
to a record high of 10.6 cents per kWh in the
third quarter and even hit a 15-minute peak
of 20.7 cents per kWh. The spike was due to
a power supply crunch on higher electricity
demand from power distribution companies.
As an effect, Sembcorp Industries’
Sembcorp Gayatri Power Ltd’s (SGPL) losses
of US$26 million in the first quarter pf and
US$29 million in the second quarter could
narrow down by as much as 30-40%. On a
net basis, SGPL will recognise a significantly
higher electricity tariff in the third quarter of
2017. By tactically shutting down its Unit No.3
for maintenance, Unit No.4 effectively had its
generation contracted out at the higher shortterm PPA tariff of around 7.3 cents per kWh.
SGPL also capitalised on the price spike
in the third quarter of 2017 as it ramped up
its plant load factor (PLF) to more than 90%.
“On the back of this, coupled with the effects
of reduced finance costs, we expect SGPL’s
quarter three 2017 quarterly core loss to
shrink by 30-40% from previous quarters,”
UOB Kay Hian said.
Whilst electricity prices have corrected
to 7.1 cents per kWh, the firm said it could
still remain elevated on structural factors.
Sembcorp Industries’ India operations
brought in a robust performance for the
third quarter. PLF for Thermal Powertech
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Corporation India Ltd. (TPCIL) hit 91%,
whilst it reached 73% for SGPL.

SINGAPORE BUSINESS REVIEW (SINGAPORE),
October 9, 2017

THERMAL

EGCO Group commissions
256-MW gas-fired plant in
Banpong, Thailand
Thailand-based Electricity Generating Public
Company (EGCO Group) has commissioned
a new 256-MW gas-fired power plant in
Banpong. Operated through a cogeneration
system and fuelled by natural gas, the
Banpong power plant features two units,
which have a total installed capacity of 128MW each.
The plant also includes two gas turbines
that produce 44 MW of energy each and a 40MW steam turbine. EGCO group president
Jakgrich Pibulpairoj said: “EGCO Group has
successfully completed construction of the
‘Banpong’ power project, a wholly owned
subsidiary of EGCO Group, which started
its commercial operation on 1 October 2017.
With its cogeneration system, [the plant]
has an advantage of supporting efficient fuel
consumption.”
“Banpong power plant, with its
cogeneration system, has an advantage of
supporting efficient fuel consumption, which
partly enhances the country’s power security.”
EGCO Group currently operates 28 power
plants with total equity contracted capacity
of 4,572 MW in five countries across the Asia
Pacific region including Thailand, Laos, the
Philippines, Indonesia, and Australia.
The company also has four projects under
construction with total equity contracted
capacity of 691 MW.
POWER-TECHNOLOGY, October 4, 2017

COAL

China’s coal market cools
on rising inventory, steel
output curbs
China’s coal market cooled after the country’s
week-long Golden Week holiday as inventory
in major ports increased and authorities
ordered more steel mills to curb production,
hurting demand of coking coal. Coal stocks at
China’s largest coal trading port Qinhuangdao
touched 6.7 million tonnes on October 3 from
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6.24 million tonnes just before the holiday,
and highest since late December last year.
The inventory compared with only
3.55 million tonnes in 2016, illustrating
the dramatic change in market conditions
since a year ago when the government was
scrambling to avoid winter fuel crisis. Current
levels are around the average of 2013, 2014
and 2015, seasonal analysis of port data
showed. Stock levels with China’s six-largest
coastal power plants climbed to 10.46 million
tonnes on Monday, up from 10.29 million
tonnes a week ago, but far below the level
of around 13 million tonnes in June when
power consumption peaked, data provided by
Qinghuangdao port showed.
“The Qinghuangdao port has increased its
stocks ahead of the upcoming maintenance of
the key Daqin railway. More purchases from
utilities for winter will soon fuel a rebound
in thermal coal price,” Wang Fei, an analyst
with Hua’an Futures said. Daqin Railway,
which stretches from Datong in major coal
mining province of Shanxi to Qinhunagdao,
undertakes autumn maintenance every year
around October for about three weeks, cutting
off some coal supplies to power plants.
A growing campaign to curb production
in more than 28 northern China cities added
another blow to coking coke demand amid
increasing worries of oversupply. Authorities
have ordered heavily air-polluting industries,
including steel, to curb output and cut
emissions during the five-month winter
heating period which begins on November 15.
HELLENIC SHIPPING NEWS (GREECE), October
10, 2017

India coal imports rose 10%
in September
India coal imports rose by 9.5% to 18.33
million tonnes in September, after having
registered year-on-year decline for five
months in a row, as some power plants faced
fuel shortages. “Coal imports (all types) in
September 2017 stood at 18.33 million tonnes
(provisional), against 16.73 million tonnes in
September 2016,” according to latest data by
m-junction services.
m-junction services is an online procurement
and sales platform floated jointly by state-run
SAIL and steel behemoth Tata Steel. There was
a revival of coal demand post-monsoon rains,
m-junction CEO Vinaya Varma said, adding
that at present the buyers are looking for
restocking for the approaching winter months.
Besides, he said, the healthy growth in
coal-fired generation of late has raised coal
demand in the country, resulting in higher
off-take from domestic sources as well as
imports of the material. “The higher volume
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of coal and coke imports in September (9.6%
year on year) is mainly due to a 1.1 million
tonnes increase in non-coking coal imports
during the month under review. There was
also an increase in non-coking coal imports in
September 2017 on a month-on-month basis,”
according to m-junction. Of the 18.3 million
tonnes of coal imported in September, 12
million tonnes was non-coking coal, followed
by coking coal at 4.1 million tonnes and 1.4
million tonnes pet coke among others. In
April, the first month of the ongoing financial
year, India’s coal imports declined marginally
to 19.08 million tonnes as against 19.63
million tonnes in the same month of 2016-17.
OMAN TRIBUNE (INDIA), October 8, 2017

Indian coal stocks at power
plants down to six days
Coal stocks at power plants across the country
have declined to a point where they can meet
the requirement for an average of only six
days. Close to 70 plants have enough stocks
to see them out for just three days. Coal stock
indicates the slowing down of supply as the
plants need to maintain a threshold of more
than 20 days of their stipulated coal supply as
reserve at their sites.
Last year, the average coal stock was for
28 days during the peak demand months.
The deficit, coupled with low hydro and wind
power generation this season, has pushed up
power prices in the spot market and they are
likely to remain high during the winter. The
amount of hydropower generated is less by 6%
over last year and wind by 40%.
The current power price in the spot market
is hovering around 5.5 rupees per unit. This
is a major jump over the 2-3 rupees per unit,
which prevailed earlier, pushing the central
government to launch a drive towards a
short-term power market. Last month, the
price went up to 9 rupees per unit because of a
sudden spurt in demand from various states.
Executives have pointed out that states
that are not signing long-term agreements are
relying on the short-term market. But the coal
supply crunch and less hydropower this year
have put stress on volumes and prices in the
spot market. The industry data has revealed
that close to 11,000 MW is under outage due
to weaker coal supplies. Of this, the highest
amount, 5,000 MW, is in the western region.
Most of these units blend domestic coal
with the imported variety but as the domestic
supply improved in the first half of the current
year, imports were reduced. Coal shipments at
major Indian ports fell by 14% till August over
a year earlier to 9.3 million tonnes.
HELLENIC SHIPPING NEWS (GREECE), October
9, 2017
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NUCLEAR

HYDRO

South Korea vows
continued support for
nuclear export push

Philippine Agus power plant
rehab pitched for Chinese
funding

The South Korean government has vowed
to support local companies’ bids to export
nuclear reactors overseas, in a move to ease
concerns that its nuclear phase-out plan
could adversely affect efforts to new secure
contracts. The Ministry of Trade, Industry and
Energy held a meeting with state-run utilities,
construction companies and local banks to
discuss global market strategy and financial
package programmes, with an emphasis on
upcoming nuclear power projects in Britain,
the Czech Republic and Saudi Arabia.
The government’s pledge for continued
support aims to address concerns that
Seoul’s change of policy from nuclear power
to renewable energy could burden local
industry’s overseas marketing efforts in the
face of fiercer competition from Chinese and
Russian companies that are getting fullfledged support from their governments. “The
government’s energy policy was designed in
consideration of the special domestic situation
because several reactors have been built in one
place and may be vulnerable to earthquake
risks,” Energy Minister Paik Un-gyu said
during the meeting. “We will carefully look
into the profitability and risks (of overseas
nuclear projects) to provide active support for
nuclear exports in a way that boosts national
interests.” Industry insiders have expressed
worries that less enthusiasm for nuclear
power could shrink investment in advanced
nuclear technologies and give South Korea
less bargaining power on the global stage.
The ministry said it will seek ways to expand
energy co-operation in countries set to launch
new nuclear programmes to help the local
industry’s export bid.

The rehabilitation of the Agus-Pulangui
hydropower complex in Mindanao is one of
the projects included in a second list proposed
for Chinese funding, a cabinet official said.
Economic managers who met with Chinese
officials in Beijing last August “discussed the
basket of the next projects which is about six
or eight projects,” Finance Secretary Carlos
Dominguez said. “Among them, which is
quite important to us, is the rehabilitation
of the Agus River hydroelectric system,” he
added.
“It looks like its only operating at 60%
capacity. And now that we have excess
capacity in Mindanao, now is the time to fix
that up…”
The Energy Department has said that
Beijing was offering US$400 million (20.35
billion Philippine pesos) to rehabilitate the
hydropower complex but Dominguez said the
amount had yet to be fixed. “We will have to
do the feasibility study. It is quite a complex
project…” he added.
The Agus Power Plant Complex comprises
six power plants from the mouth of Lake
Lanao in Marawi City down to the Maria
Cristina Falls in Iligan City. The hydroelectric
power plants that form the complex are the
Agus I, Agus II, Agus IV, Agus V, Agus VI
and Agus VII that are capable of producing
700-800 MW.
With regard to the other projects proposed
for Chinese funding, Dominguez said the
list was not yet final. “What we discussed are
the potential projects. We want to put about
six to eight projects there. It is still in the
discussion stage. It is still very loose. In fact, I
don’t remember all of them but definitely the
one I remember is the Agus River project,” he
said. “[I]t is very important for us because no
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matter how much infrastructure you have, if
you don’t have power it doesn’t work, right?”
MANILA TIMES (PHILIPPINES), October 10,
2017

RENEWABLES

Australian Chief Scientist
makes last ditch plea for
clean energy target
Australia’s Chief Scientist, Alan Finkel, has
made a last-ditch plea to save the proposed
clean energy target, even as the Turnbull
government signalled it will reject the
proposal by the end of the year. South
Australian premier Jay Weatherill responded
to the apparent standstill, saying the states
should “bypass the federal government and
provide investment certainty for the electricity
sector” by adopting their own target.
The Turnbull government asked Dr. Finkel
to review Australia’s electricity market to set
a policy path that would ensure reliability in
the electricity system while also providing
clear policy settings to drive investment
in generation – something the business
community has been demanding. But in the
face of strong opposition from sections of
the Coalition backbench to the clean energy
target, the Turnbull government delayed
any decision on the target while adopting
the other 49 recommendations in the Finkel
review.
Now, it appears all but certain the target
is dead in the water. The expectation is that
by the end of the year, an alternative policy
proposal that will focus on energy affordability
and reliability – and removes incentives for
renewable energy – will be brought by Energy
and Environment Minister Josh Frydenberg to
the cabinet and party room for approval.
That proposal could be put forward as
soon as next week, when Parliament returns,
though government insiders said that was
unlikely at this stage. Finkel said his proposal
offered a mechanism to solve the energy crisis
and was still needed, while arguing that going
back to coal was not the answer as Australia
was making the transition away from fossil
fuel energy.
SYDNEY MORNING HERALD (AUSTRALIA),
October 10, 2017
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Following demand from our customers, NewsBase has
acquired ProjectsOGP - a global online project tracking
database, covering the lifecycle of over 5,000 oil, gas and
petrochemical projects.
Premium project
tracking solution
Over 5,000 projects
tracked worth
US $7.2 Trillion

ProjectsOGP is a global online project tracking database, which tracks the lifecycle of oil, gas and
petrochemical projects. The tracker is a valuable tool for business development, project managers and key
decision makers to keep up-to-date with market developments and competitor activity.

FEATurES AND BENEFITS OF PROJECTSOGP

A Z
New decommissioning section

•
•
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•

Full project breakdown:
Value
• Completion date
Location
• Oil reserves
Ownership
• Operators
Start date
• Contractors

Saves time and money on resources

NewsBase Ltd.
Tel: +44 (0)131 478 7000

Create business opportunities
and keep an eye on competitors

Extract information by Excel or PDF
- from projects, including operators,
contractors, values and dates

Tailored to you - receive email
alerts on your projects of interest

For more information or to arrange a
demonstration, contact news@newsbase.com

GLNG
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OUR CUSTOMERS

GLNG

NEWSBASE
Our customers include...

If you are interested in your company’s logo appearing on this page, please contact your Customer
Accounts Manager on +44 131 478 7000.
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