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Renewable energy in Egypt 

Egypt has embarked on an ambitious 
project to build the biggest solar 
photovoltaic plant in the world at Benban, 
Aswan. 
The push towards renewable energy in emerging markets 
continues to pique the interest of investors, financiers and 
operators alike. For this paper, we turn our attention 
towards Egypt which is attempting to address a 10 year- 
long energy crisis by transforming its energy mix to include 
an installed capacity share target of 20% renewables 
(10GW) by 2020. 

The Egyptian government envisages that 12% of clean 
energy will be generated by wind power projects. However, 
the current focus is on trying to realize the Benban project 
which – if successful - would be the largest solar PV project 
in the world. 
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The investment opportunity 

At this scale, Benban is widely seen as the Egyptian 
government’s flagship renewable energy project, which will 
be used to set an example for future initiatives in the sector. 

Located in the south of the Egyptian territory, the project 
has an estimated total cost of up to Us$4 billion and will 
produce 1.8GW of power when operational. The project site 
consists of a 37 square kilometre plot divided into 39 
projects of approximately 50MW each and allocated to 
special purpose project companies owned by developers 
and investors.1 

The investment opportunity has excited the international 
renewable energy community. The final call for tenders to 
participate in Phase I of the Benban project took place at

the end of 2014. The call received interest from over 175 
multinational energy companies and international financial 
institutions, who submitted proposals under a newly 
implemented feed-in tariffs (FITs) scheme.2 Successful 
candidates signed agreements in principle throughout 2015 
and are currently in negotiations over the details of the 
financial terms. 

Companies, investment firms and foreign investors from 
various countries including Italy, France, Bahrain, Jordan 
and Switzerland have signed agreements to develop and 
fund Benban projects. In addition, contracts have been 
signed with more than a dozen local and international 
investors to supply Benban projects with support around 
security, accommodation, facilities, recruitment and 
related areas. 

The heightened interest from the international 
community partly reflects the Egyptian government’s 
efforts to place renewable energy at the center of its 
energy agenda and to promote a conducive policy 
framework and investor-friendly environment for the 
sector, including financial incentives such as tax breaks 
and preferential lending rates from local banks.3

Despite these efforts, however, recent events have 
caused certain investors to question whether this is the 
right time to enter the Egyptian solar energy market 

http://www.solargcc.com/wp-content/uploads/2014/12/SolarinEgypt.pdf 

3 http://www.greenprophet.com/2012/10/egypt-renewable-energy/ 
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Sticking points 

Concerns have been raised in two main areas, namely: (i) 
the dispute resolution mechanism proposed by the 
government for Benban projects and (ii) the impact of 
currency volatility and local funding restrictions on the FIT 
scheme. 
(i) Dispute resolution 

Benban projects were facing a stand-still after the 
Egyptian Minister of Electricity introduced a new 
requirement that disputes between parties should be 
resolved domestically through the Cairo International 
Arbitration Centre, whereas investors have called for 
international arbitration. The issue sparked protests from 
both Egyptian and international companies amidst fears 
that the condition would compromise their ability to 
quickly and fairly resolve disputes. 

In September 2016, the Minister of Electricity  
announced the second round of the FIT program, 
following months of negotiations between the 
government and investors on the mechanisms of dispute 
resolution. The Minister said that a compromise has  
been reached, in which arbitration will be governed by 
the rules of the Cairo Regional Centre for International 
Commercial Arbitration while the seat of the arbitration 
itself can take place offshore. Investors have welcomed 
the move but remain uncertain about the practical 
implications of the requirement. 

Many producers had withdrawn from the first phase of 
the FIT scheme and certain international lenders had 
withheld their lines of credit pending resolution of the 
logjam. The Ministry of Electricity has extended the 
deadline for Phase I developers to terminate their 
projects to 27 October 2016, after which termination 
penalties will apply. 
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(ii) Impact of the foreign exchange crisis on feed-in tariffs  

Foreign investors’ reluctance to accept local arbitration has 
been accentuated by Egypt’s forex crisis, which directly 
affects the Egyptian government’s capacity to meet its 
commitments in the FIT scheme, especially after the 
continuous devaluation of the Egyptian pound against the 
dollar since the beginning of 2016. In August, investors 
expressed surprise when the Minister of Electricity 
advanced a requirement that project companies should 
obtain at least 15% of financing from local banks. 

 

4 http://www.dailynewsegypt.com/2016/08/15/534544/ 

Critics decried the new requirement as an “impossible 
condition”4 as the lack of foreign currency available 
domestically would subject investors to the volatility of the 
local currency. 

The stand-still has directly affected the bankability of 
renewable energy projects in Egypt, especially those lead 
by international financial institutions. The Egyptian 
government is currently in talks with the International 
Monetary Fund (IMF) for a loan worth US$1.2 billion, 
expected to relieve the foreign currency crisis and stabilise 
the value of the Egyptian pound against the US dollar. 

 

 

 

 

 

 

 

 

 

 
 
 
 

Cash deficit as a percentage of GDP (%) 

14.0% 

12.0% 

10.0% 

8.0% 

6.0% 

4.0% 

2.0% 

0.0% 
2006-07    2007-08    2008-09   2009-10    2010-11    2011-12   2012-13    2013-14    2014-15 

Navigating the investment challenges 

For those looking to participate in Egypt’s renewable energy 
sector, it will be important to closely monitor the situation  
as the Egyptian government attempts to balance fiscal and 
political pressures with investors’ concerns around dispute 
resolution, currency fluctuations and restrictions on 
international financing. This is especially in light of the 
current rumors of an imminent fluctuation of the Egyptian 
pound. 

In order to do so it will be important to understand what is 
happening beneath the surface and how decision-makers 
are likely to react considering the many stakeholders 
involved in the sector, their overlapping spheres of 
influence and competing priorities. 

This should be assessed in the context of a relatively new 
government which is attempting to address an energy and 
financial crisis in the wake of the unprecedented shift in 
political fault lines that has occurred since 2011. 

Alongside these macro factors, investors and operators in 
the Egyptian renewable energy sector will need to consider 
a range of project-specific considerations such as managing 
their supply chain, security and community relations issues 
which may arise when projects are built in remote areas. 

Conclusion 

Despite the existence of some obstacles, the government’s 
commitment to developing Benban and the wider 
renewable energy sector remains firm. Companies that are 
able to anticipate and navigate the evolving landscape will 
be best placed to take advantage of the considerable 
opportunities in the sector. 
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