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Tan: Solar players may resort to cheaper
alternatives for equipment to reduce the
project cost.
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B to industry officlals familiar with the matter,

Solar power plants face financing woes

Some companies awarded LSS2 not able to take off due to land-related issues

“Financiers tend to be selective in reduced but it is usually only about 40% of COD for LSS2 umm-mu
By GANESHWARAN KANA providing long term ﬁnnndugaud lhelmlmsuol‘w{upmey T g bidding for mﬂdﬂa
ganeshwaran@thestarcom.my may also require er commiiment  Another 40% of the cost is from land and was opened in Fah 2019, with a
[mmthespnm-xmnducz o debt fund- subestation, while the last 20% is for trans- S00MW capacity expected to be awarded,
SOME companies awarded large scale solar amount and shorten the financing ten- mission line. 155 3 projects are targeted to reach COD in
schemes (LSS2) last year are unable to take ure, As for the band market, the maximum 'Andmmynuhswmemumnm 2021

off with their plans that is still on the draw-
ing board due to financing and land-related
Issues.

capacity of MW for each power plant
under LSS2 resulted in relatively small fund.
size to be raised from the bond issuance

About 70% of the 563MW total capa ich does not bring the economies of seale  the concession period is for 21 years. under LSS a ground solar
awarded may be ar could even fafl to the solar players,” says Tan. “Banks will all these into considera in Sik, Kedah and two floating solar
to commission er, 1] However, she commended the decision by  tion. So, after incorparating all these costs, plant in Negeri Se ’

Industry officials familiar with the matter, the Energy Commission to inerease the maxi- mlr?ulmnuszpmjecumfwhdlohe When contacted, a Cypark i says
“Many successful bidders under the LSS2  mum capaciry for each solar power plant up 4 SOUTCE Says. that the EPCC contracts are currently in
are not able (o carry out the solar projects to 100MW under the Cycle 3 of the large ocncaank’snnsaynhatlwermﬂﬂrnr pessnnﬂmeqnﬂedlumd!hvmrgﬂrd
mnpanbm:mmnm banks only want to give  scale solar scheme (L553), solar-based el could eventually affect  COD by December 2020,
ancing at best. In comparison, con- Tan points out that this would help ensure  the overall project’s internal rate of return “The projects are viable with o tariff rate
ventional power plants can get up 1o 95% economical size for project spansors and (IRR) and its financing feasibility, ly of 37 sen'kWh and the payback period Tor
financing. So, LS52 operators have o fork enable a better access to the bond market for  since the average construction cost has not thepmleclurasunuarm industry stand-
out more capital on their ownand this can lonyg term fixed rated funding to match pro-  seena t reduction since the incep-  ards, As currently regarded the
run into multi million ringgit,” says asource.  ject cash flow dynamics. tion of solar projects in the country under largest | turnmﬂ’cc.imenvisinnea

Banks’ Jower financing rate for the LSS2 *Given that the current low interest rate 1s51, that it will continue to secure more success

projects are mainly associated with financial

environment umﬁnﬂdmtﬂwﬂm ar
least until the first half of 2020, we expect to

“Solar players may reson to cheaper alter-

in future LSS.” he says.
Aﬂcndnbmmrmmiewfﬂmndvqfnrmn

feasibility. The concerns are on whether the nitives Em‘ to reduce the project
L1552 project winners could actually make a see the bond market being the preferred cost which would then com on the thres projects, the spokesperson says that it
profit and re-pay the financing amount. funding option for successful rs under  energy production ability power plant  will be funded by a rated SRI sukuk
A banker when contacted confirms that L5S3," says Tan, in the fong run. Murabahah that has been assessed at AAS
there are lgﬁmlzlxms whmlzl comes to Tk enﬁt;h:l to have nul;nlmd rating. - 35
solar power plants. Solar tariff roach in determining the tariff for solar “The sukuk is expected to be issued before
with StarBizWeek, OCBC Bank : pricing eI snire g e endOct 2019, The valite of the sukiik s up fo
(M) Bhd director and senior bank- The tariffs under LSS2, which was decided mummwpmiedwponm says Tan. RMS50mIL" he says.

e, client coverage and head of investment
ba Tan Ai Chin says that financiers in

based on & competitive bidding in Aug 2017,
are lower than the first cycle. This is under-
technalogies

Industry experts who spoke to
StarBizWeek say that land costs for solar

Solarvest Holdings Bhd, which is en route
1o an Ace Market listing in Oct this year, is

Malaysia or bond holders tend to be more standahle as the cost of solar projects in Malaysia are usually high. also tnvolved as EPCC contractors in four
cautious when evaluating the feasibility of his continued to decline. A solar plant of 1MW r.upn:uywwldgem salar projects under LSS2 totalling A0MW .
solar power plant In the decade alone, mlarpanel]mr.v erally require about 3.5 - 4 acres of land. to managing director Lim Chin
The bank completed ia's first syndi-  es have ped by mare than In the case of [SS2, for the largest pa Mﬂgm $iu, the company's projects are progressing
cated green project earlier this Ing to MIDF Research. of 30MW, about 100 - 120 acres of land s per schedule,
ywrnrulargv-sml 1, in Bukit Under th 1of the LSS, themean bid  be needed. “Three of the in Perak are expect-
Keterd, Pe was 4543 h and the lowest bid was 40 Aside from Jand-related costs, solar plant ed to be operational by the end of the year.

The fourth one Is in Selangor Which s still in

'Mhnves-tensnlnrphym diffi-  senkwh—this s for the 6MW-29MW range  operators will also have to bear the trimsmis-
due to k For the largest, 30MW-50MW pack-  slon costs to deliver the electricity the carly stages of construction.
I.I!".'I'H dungr!!mzntu amongst the span- the lowest bid was 39 senvkwh (mean into the sub-stations and up until the “Far all our projects under L552, the tariffs
sars, conditions subsegquent on kand matters d ar 43.77 senflavh). “Operatars can build their solar fa are above 38 sen/kwh which is lower than
under the fina agreement not being ful- However, under the Cycle 2, the largest cheaper lands, but these lands are u: the L552 reference price of 41 sen/kwh. This
filled as well as eost overruns due to scheme was smaller at the nmlu-rnwmyfmmmgmmmcmy grid. translates (o i d digit IRR to the owners
certain loopholes in the engineering, pro- 1 range. Lowest bid declined by mmﬁﬂmmmﬂmhev:iy of these solar
curement and construction (EPC) contracts 15% to 33.98sen/kwh while mean bid ‘high and there will he pawrrmas“ “We believe that trngmmmmult Is mov-
‘which resulted in completion delays, d d 14% to 39.0 5 sendkwh The 1,552 was in the right direction in developing the
“The other 15sue cony specifically The Energy, Technology, Science, Climate the previous Barisan N. xwemm local solar sector, The LSS mrll-'i’&lgw:
the loan market is the scarcity in the Change and Environment Minister Yoo Bee anly for a capacity of 460MW, but was later  Malaysian EPCC solar contractors the
limit for solar projects. This is due to the sin-  Yin has recently said that solar-based elec- increased to about 563MW due 1o strong Tty to graduglly strengthen their
gle eustamer limit constraints that tricity generation in Malaysia has become Interest from the industry - Wpa]:illnes and project experience.
mast of the financiers would aiready have Cumnulatively, the solar “The government's initiative that all EPCC

existing Jarge exposures 1o Tenaga Nasional

cheaper than gas-based power production.
observer,

An industry however, says that

from the Cycle 1 lLbSl]mdl:yﬂrinIdu

cantractors under L553 must be 100% local

Bhd which would need to be aggregated with  the drop in solar panel prices isof litle help  large scale solar scheme 5 1.013MW. The tar- is timeldy as the country has now built up a
any exposure to the solar players, as for the plant operators, geted commerdal operation date (COD) for jpool of co itive local contractors with the
required by Bank Negara. “Of course, solar paned prices have Ls51 projects was fram 2017-2018, while the  relevant and capable expertise,” says Lim.
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