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Renewable Energy Policy 

In 2012 Saudi Arabia announced an ambitious renewable energy plan to 

develop 54GW of renewables by 2032. One of the main objectives of this plan 

is to promote local job creation.  

The plan above has been further developed by a White Paper issued by 

KACARE in 2013. The White Paper sets the framework for three tendering 

rounds: an introductory round of 500-800MW; a first round of 2000-3000MW; 

and, a second round of 3000-4000MW. 

The Saudi Electricity Company (SEC) is the main actor in the power sector. 

Since 2000, the SEC brings together all the regional electricity companies. SEC 

is in the process of unbundling into several fully owned subsidiaries with the 

objective to reach an open power market. 

 

The main legal texts in Saudi Arabia are: 

» Electricity Law issued by Royal Decree No M/56, 22 November 2005 

» Electricity Laws Implementing Regulations issued by the Electricity & 
Cogeneration regulatory Authority 

» Saudi Arabian Grid Code 

 

Business models for renewable energy projects 

The Saudi Arabian Electricity Law governs IPPs without distinguishing between 
renewable and ordinary sources. IPPs can sell the power produced to large 
consumers and can also produce the power for their own consumption. 
However, Saudi Arabia currently does not have in place any scheme to 
promote self-consumption from renewables. 

KACARE has launched a major program for the development of renewables 
based on the issuance of public tenders. The white paper of KACARE provides 
investors with guidelines on the implementation of the national program. The 
introductory round is foreseen as a learning phase and will refer to pre-
packaged sites. The following rounds will leave more room for private initiative 
and developers will be able to choose and propose their own sites. 

Transmission regulation 

According to the Grid Code of Saudi Arabia power plants need to submit an 
application for interconnection with the national TSO, NGSA and thereafter 
enter into a connection agreement. Developers bear the costs for connection 
to the grid and the TSO covers the grid upgrades beyond the connection point. 
Transmission tariffs are to be developed by the regulatory agency ECRA 

Investment Regulation 

Saudi Arabia has been rather selective when entering into bilateral and 
multilateral investment instruments. The main legal text governing 
investments in Saudi Arabia is the Investment Code of the year 2000. SAGIA is 
the Saudi Arabian investment authority and has the task to facilitate the 
investment process to non-Saudi investors. 

Saudi Arabia has several sectorial limitations however none is specific to the 
sector of power generation from renewable energy sources.  

The White paper of KACARE includes very demanding local content 
requirements which may entail a challenge for foreign investors. 

 



3 
 

 

 

 

BUSINESS MODELS FOR RENEWABLE ENERGY 

 

Support mechanisms ○ 
Saudi Arabia does not have any feed-in 
tariff in place 

IPP selling to single 
buyer ◕ 

KACARE has published a white paper 
for several tendering rounds. The 
award of the tender would entail a PPA 
with a special purpose vehicle, SEPC.  

The introductory round will refer to 
pre-packaged sites but the subsequent 
rounds allow investors to select the 
sites. 

IPP selling to large 
consumers ◑ 

According to the Saudi Arabian 
Electricity Law, IPPs can sell to large 
consumers 

Self-production ◑ 

Self-production is allowed. However no 
specific regime encouraging self-
production from renewables is in place. 

RENEWABLE ENERGY REGULATION 

 

General IPP 
regulation ◑ 

The Electricity Law sets the framework for IPPs 
without distinction of conventional or renewable 
energy sources. 

Land access ◑ 
In order to secure a real asset in Saudi Arabia the 
developer must have a legal business presence 
in the country 

Grid access ◑ 
Grid access is well regulated.   

Connection costs are a selection criterion in the 
White Paper  

Energy related 
permitting ◕ 

The National Regulatory Agency (ECRA) is 
responsible for the issuance of permits  

The Electricity Law and its implementation texts 
provide for a detailed regime of energy permits. 

Investment ◕ 

The Foreign Investment Act of 2000 establishes 
certain sectorial restrictions. However no 
restriction for renewable energy is currently in 
place. 

REGULATORY ASSESSMENT  
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REGULATORY IMPROVEMENTS 

 General regime for 
RE IPPs  

 Beyond the projects that will be subject to public procurement procedures of KACARE, there is currently no 
specific regime for the development of renewable energy projects.  

 Currently the Electricity Law provides a framework for IPPs. However it does not differentiate between 
conventional and renewable energy sources. A general legal framework that addresses the particularities of 
renewables would be an improvement to foster private investments in renewables.  
 

 Encouraging Self-
production 

 A self-production regime targeted to renewables, including the possibility of selling excess production at attractive 
tariffs could offer additional investment opportunities 

 Guarantees of 
Origin 

 Implementing a regime for tracing the renewable origin of electricity would be important to establish a system of 
Guarantees of Origin.  

 Guarantees of Origin would allow end-consumers to engage in the promotion of renewables and could be used as 
tool to foster cross-border trade. 
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RENEWABLE ENERGY POLICY 

 
RES TARGETS  In 2012 Saudi Arabia announced an ambitious renewable energy target of 54 GW by 2032. 

 The RE Plan has been further developed by a White Paper issued by KACARE in 2013. The White Paper sets the framework 
for three tendering rounds. An introductory round of 500-800MW; a first round of 2000-3000MW; and a second round of 
3000-4000MW. 

 

MAIN LEGAL TEXTS » Electricity Law issued by Royal Decree No M/56, 22 November 2005 

» The Electricity Laws Implementing Regulations issued by the Electricity & Cogeneration regulatory Authority. 

» Saudi Arabian Grid Code 

 

INSTITUTIONAL 
FRAMEWORK  Ministry of Energy of the Kingdom of Saudi Arabia 

 Electricity & Cogeneration Regulatory Authority (ECRA) 

 Saudi Arabian Electricity Company (SEC) 

 Four Generation Companies (GENCO’s),  

 One Transmission Company (National Grid),  

 One Distribution Company (DISTCO ) 

 King Abdullah City for Atomic and renewable Energy (KACARE): renewable energy agency 

 Sustainable Energy Procurement Company (SEPC): special purpose vehicle that will be the counterpart of PPAs 

 Saudi Arabia General Investment Authority (SAGIA) 
 



SAUDI ARABIA REGULATORY OVERVIEW 

 

6 
 

BUSINESS MODELS  

KACARE program (IPP 
tenders) 

 KACARE’s white paper issued in 2013 provides a comprehensive approach to the procurement procedure applicable to the 
national RE program.  

 The program is structured under three different procurement rounds. The first phase will cover 5 to 7 projects at 
prepackaged sites with an overall capacity of 500-800MW. This initial round will be followed by two subsequent rounds 
within the following 2 to 3 years for a capacity of up to 7000MW. 

 A special purpose vehicle, the Sustainable Energy Procurement Company (SEPC), will be the counterpart of the PPAs. The 
SEPC will be endorsed by the Saudi Arabian government.  

 The PPA will be a standard contract and will not be subject to individual negotiations. PPAs will offer a guaranteed price for 
20 years payable upon total metered electricity. All payments will be made in Saudi Riyals but an adjustment mechanism 
covering exchange rate changes (US-KSA) is foreseen, even though not yet regulated in detail. 

 Bidders are bound to economically contribute to Saudi Arabia’s training and R&D programs with a 2% surcharge on gross 
revenues (provisional figure). 

 Job localization provisions are very demanding. Developers that employ comparatively less Saudi nationals may be subject 
to the payment of a fine and may be ineligible for subsequent rounds. The “safe harbor” is set at 25% above the statutory 
minimum.  
 

IPPS selling to large 
consumers 

 The development of IPP projects selling to SEC under a bilateral supply agreement or directly to large consumers is 
theoretically possible. However developing projects outside KACARE’s program is perceived as rather difficult given that 
there are no renewable energy specific provisions.   

SELF-PRODUCTION 
 Self-production is allowed by the Saudi Arabian Electricity Law. However no particular regime to facilitate self-production 

from renewable energy is in place.  
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TRANSMISSION and ACCESS TO THE GRID 
 

 
ACCESS and CONNECTION TO THE GRID 

 According to the Grid Code of Saudi Arabia power plants need to submit an application for connection 
with the national TSO, NGSA and thereafter enter into a connection agreement 

 the developer has to bear the costs for connection to the grid  

 

TRANSMISSION 
 Transmission activities are to be performed by the TSO in accordance with the grid code. r 

 Transmission tariffs are to be developed by the regulatory agency ECRA 

BALANCING 
 According to the dispatch code the TSO is responsible for balancing 

GRID UPGRADES 
 The TSO covers the grid upgrades beyond the connection point that might be necessary. 

 Grid upgrade costs will be a selection criterion for KACARE’s tenders. However the rules applicable to 
these aspects are not clearly developed. 

 

INTERNATIONAL 
INTERCONNECTIONS 

 Saudi Arabia is part of the GCC Interconnection Authority 

MERCHANT LINES  Merchant lines are allowed by the Saudi Arabian Electricity Law subject to the granting of the relevant 
permits. 
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FOREIGN INVESTMENT PROTECTION 

LAND ACCESS  The introductory round of KACARE’s program will refer to pre-packaged sites. In the subsequent rounds developers will 
be able to select their own site.  

 In order to secure a real asset in Saudi Arabia the developer must have a legal business presence in the country and must 
obtain the approval of the licensing authority. The purchase of real assets for investment purposes is subject to a 
minimum investment of SR 30 million (~USD 8 million)  

 According to the Electricity law, power generation projects may benefit from a legal expropriation procedure. 

NATIONAL LAW  The main legal texts in Saudi Arabia are :  

o 2000 Foreign Investment Act 

o Royal Decree No M/15 of 200 regulating ownership and investment in real-estate by non-Saudis. 

 Saudi Arabia has several sectorial limitations however non is specific to the sector of power generation from renewable 
energy sources.  

 SAGIA is Saudi Arabia’s investment authority andt has the task to facilitate the investment process to non-Saudis. 

 Local content and localization are important elements of the national RE program. Local content provisions will have an 
escalating nature. Whilst in the initial round they will be considered as an advantage for bidders, in the following rounds 
they might become mandatory. Given that Saudi Arabia is a member of the WTO, these provisions may be subject to 
changes in the light of the recent outcome of the procedure on local content requirements. 

INVETSMENT TREATIES Saudi Arabia has been rather selective when entering into bilateral and multilateral investment instruments. Examples of these 
agreements are listed hereunder: 

 Saudi Arabia has signed 21 BITs of which 19 are in force 

 Saudi Arabia is a member of ICSID  

 Saudi Arabia  is a member of the WTO (2005)  

 Saudi Arabia  is an observer of the Energy Charter Treaty 
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REVIEWED REGULATION & STUDIES 

 

 White Paper on Competitive procurement process, KACARE, March 2013 

 Royal Decree Establishing the King Abdullah City of Atomic and Renewable Energy No A/35, 3/5/1431 A.H. 

 Electricity Law. Royal Decree No M/56 22 November 2005 

 The Electricity’s Law Implementing regulations related to the Duties of the Authority 

 Saudi Arabian Grid Code, May 2007 

 Saudi Arabian Foreign Investment Law Resolution No (1), dated 5 .1. 1421 (H) 

 Executive Rules of the Foreign Investment Act 

 Resolution No (5/23) dated 23/3/1423 H on private sector participation in water desalination projects 

 Government tenders and procurement Law – Royal decree No M/58 4 rammadan 1427H,  27 September 2006 

 Regulation of ownership and Investment in Real Estate by Non Saudis. Royal decree No M/15 dated 17/4/1421H 
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TERMS & CONDITIONS 

 

The following terms & conditions govern any release of information by Dii GmbH and its Affiliates (verbundene Unternehmen within the meaning of Section 15 

et seqq. German Stock Corporation Act; "Affiliates"). Any Information is provided to you in our sole discretion. No representation or warranty is made by us or 

any of our directors, employees, advisors and/or other agents and representatives ("Representatives") as to the accuracy, reliability and completeness of the 

Information. The disclosure of the Information does not constitute or create any contractual relationship between you and us or any duty of care of us towards 

you and/or any other third party to whom the Information is disclosed or into whose hands it may come. We accept no obligation to provide you with any 

updates and/or any further explanation on the Information made available to you. Further, we do not accept any obligation to correct any inaccuracies in the 

Information made available to you. Any Information was collected or prepared by us or on our behalf solely for our purposes and not with regard to possible 

interests of you or any third parties. Any use you make of the Information is entirely at your own risk. To the extent legally permissible, we shall not be liable to 

you in any manner and on whatever legal grounds in connection with the Information and any such liability is hereby excluded and waived. You will not, and you 

will ensure that your Affiliates and your and their Representatives will not, bring or otherwise initiate any claim, action, suit or proceeding against us or any of 

our Representatives with respect to any matter contained in, omitted from or otherwise arising in connection with, the Information. Any claims of you for fraud 

or wilful misconduct (Vorsatz) as well as claims for injury of life, body or health shall not be affected by the foregoing. You acknowledge and agree that you will 

treat any Information strictly confidential. You must not disclose any Information without our prior written consent to third parties other than your Affiliates 

and your and their professional advisors, provided that any such disclosure is permitted only if the recipient acknowledges and agrees in advance in writing 

(including fax and email) for the benefit of Dii to accept and be bound by these terms & conditions. Any amendments to these terms & conditions must be made 

in writing. This applies also to any agreement which amends the foregoing requirement that all amendments must be made in writing. These terms & 

conditions shall be governed by and construed in accordance with the laws of the Federal Republic of Germany, excluding international private law 

(Internationales Privatrecht). The venue shall be Munich. 

 

 


