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Section I – Objective 
 
1. The objective of this concept paper is to communicate to all stakeholders, especially 

developers and potential developers of small power projects, details of the Competitive 

Bidding Framework that will be implemented for tendering grid-connected small power 

projects using wind and solar power generation technologies in Tanzania. 

2. The documents implementing the Competitive Bidding Framework include: 

a)  The Electricity (Development of Small Power Projects) Rules, 2015 (the “SPP 

Rules”); 

b) Wind and Solar SPP Solicitation 2015 Concept Paper, Request for Qualification 

(“RFQ”); 

c) Request for Proposals (“RFP”); 

d) Two Standardized Power Purchase Agreements (“SPPAs”); 

e) Guidelines for Grid Interconnection – Part A, B, and C; 

f) Grid Code;  

g) Draft Distribution Network Code; and 

h) The Electricity (Establishment of EIPC) Regulations, 2015 
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Section II – Background 
 
3. The Government of Tanzania (“GoT”) recognizes that renewable energy sources – including 

hydro, biomass, biogas, geothermal, wind, and solar – can increase and diversify the supply of 

electricity in Tanzania, while also presenting opportunities for increasing income and 

generating employment. 

4. In 2008, the Energy and Water Utilities Regulatory Authority of Tanzania (“EWURA” or “the 

Authority”) promulgated Rules and Guidelines for development of small power projects 

ranging from 100 kW up to 10 MW (the “SPP Framework”) to capitalize on renewable energy 

opportunities. 

5. The SPP Framework was designed to promote small power project development through 

private investment by providing investment security and market stability, reducing transaction 

and administrative costs and delays, and expediting regulatory processes. 

6. The SPP Framework was an important start that EWURA committed to reviewing and 

revising, as appropriate, five years after its approval.  While undertaking the promised five-

year review, EWURA noted several challenges to the small power projects development in 

Tanzania, including: 

a) Low tariffs that were unattractive for certain technologies, including wind and 

solar; 

b) Connectivity challenges; 

c) High-priced backup supply and load balancing power from the Distribution 

Network Operator (“DNO,” which has historically been the Tanzania Electric 

Supply Company Limited (“TANESCO”)) during start-up and after power 

interruptions; and 

d) Tariff and project development challenges relating to extension of the Main Grid 

and Isolated Mini-Grids owned and operated by TANESCO. 

7. Pursuant to section 19(2) of the EWURA Act, EWURA consulted stakeholders during the 

review of the SPP Framework and prepared the Second Generation SPP Framework.  The 

Second Generation SPP Framework covers the development of small hydro, biomass, wind, 

and solar energy projects of capacity ranging from 100kW up to 10MW, and is based on two 
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approaches:  a Renewable Energy Feed-in Tariff (“REFIT”) approach for small hydro and 

biomass (not grown-biomass energy plantation) projects; and a competitive bidding approach 

for wind and solar projects.  

8. The Second Generation SPP Framework is designed to respond to challenges identified 

during implementation of the First Generation SPP Framework and thereby further improves 

the conditions for small power project investments in Tanzania.  The main features of the 

Second Generation SPP Framework are as follows:  

a) Small power projects will now receive a fixed tariff for the life of the SPPA (subject 

to limited indexation), instead of a tariff that fluctuates annually based on the 

DNO’s avoided costs. 

b) Feed-in Tariffs (“REFITs”) for selling renewable energy to a DNO will be based 

on technology-specific costs for hydro and biomass small power projects with 

capacity from 100 kW to 10 MW (“Regulatory REFITs”).  Furthermore, for Main 

Grid connected solar and wind small power projects with capacity from 1MW to 

10MW, FITs will be based on bid prices obtained through a competitive process 

(“Bid REFITs”), while for solar and wind solar projects with capacity less than 1 

MW, FITs will be based on the Main Grid avoided cost tariff plus a 15% premium. 

This is intended to provide the off-taker and its customers with the benefits of 

reacting in a timely manner to decreasing renewable technology costs and 

increasing system efficiencies for solar and wind.  For both Regulatory REFITs 

and competitively Bid REFITs, the cost-reflective tariffs will increase investor 

certainty by providing a fixed price for the duration of the SPPA, for at least 20 

years and up to 25 years. 

c) Under the First Generation SPP framework, payments were invoiced in local 

currency.  However, payments for the Second Generation SPP framework will be 

invoiced in U.S. Dollars (“USD”) and can be adjusted to another hard currency by 

the mutual agreement of the parties to the SPPA so that the small power project 

does not take any currency exposure.  The DNO may claim compensation due to 

foreign exchange through periodic tariff adjustment. 

d) Under the Second Generation SPP Framework, REFITs no longer distinguish 

between small power projects located on the Main Grid or on DNO Isolated Mini-
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Grids.  Instead, the Second Generation SPP Framework provides fixed tariffs by 

size for hydro and for biomass small power projects wherever they are located.  A 

key benefit of this feature is that for Isolated Mini-Grid-connected small power 

projects, tariffs will remain constant over the life of the SPPA regardless of whether 

the Main Grid ultimately reaches the Isolated Mini-Grid. 

e) Development of solar and wind small power projects shall be procured through 

tendering at a small power project site proposed by a Bidder or at a DNO’s 

specified site in a competitive bidding process.  For Main Grid connected projects, 

the initial capacity available to be tendered shall not be more than the Main Grid 

reserve margin requirement (15% of the system installed capacity), and may be 

declared by the Minister responsible for electricity matters from time to time as 

appropriate. 

f) For Isolated Mini-Grids, solar and wind small power project capacity will be 

tendered where the DNO has identified unmet existing or future demand, and in 

an amount commensurate with existing or planned substation capacity.  Initially, 

Bidders may propose to replace up to 75% of the DNO’s existing generating 

capacity. 

g) Proposed projects will be located nearest to an existing substation to minimize the 

cost of interconnection facilities. However, projects may   be proposed at a 

reasonable distance from the existing substation depending on the findings of areas 

with good solar irradiations and sufficient wind speed. The interconnection point 

i.e. location of revenue meter shall be in the DNO substation.  Therefore, costs 

for interconnection facilities will be borne by the Preferred Bidder and will be 

included in the Bid Price.  . 

9. This Concept Paper – specifically Section III, Competitive Bidding Framework Provisions – 

establishes the tendering process that will be implemented to competitively bid wind and solar 

small power projects. 
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Section III – Competitive Bidding Framework Provisions 
 
10. The Authority proposes the following competitive tendering procedure for Main Grid and 

Isolated Mini-Grid solar and wind small power projects.  This Competitive Bidding 

Framework must be approved by the Authority before a Request for Qualification will be 

issued, whereby capable small power project developers may apply to be Qualified and 

thereafter invited to respond to a binding Request for Proposals. 

11. Tendering: 

a) Proposals will be accepted for projects to generate between 1 MW and 10 MW 

using wind and solar generation technologies, or hybrid systems as prescribed in 

the SPP Rules.  The installed capacity of a small power project facility may be 

greater than 10 MW, but each SPPA with the DNO is limited to 10 MW.   

b) Proposals may only be submitted for specific sites where the Bidders have secured 

or reasonably expect to secure land use rights and the necessary zoning to construct 

and operate wind or solar small power projects. 

c) Projects are proposed to be located nearest to an existing substation to minimize 

the cost of interconnection facilities. However, projects may   be proposed at a 

reasonable distance from the existing substation depending on the findings of areas 

with good solar irradiations and sufficient wind speed. The interconnection point 

i.e. location of revenue meter shall be in the DNO substation.  Therefore, costs for 

interconnection facilities will be borne by the Preferred Bidder and will be included 

in the Bid Price. . 

d) For Main Grid connected projects, the initial capacity up to the system reserve 

margin (15%) can be made available for wind and solar small power projects 

connected to the Main Grid. 

e) For Isolated Mini-Grids, solar and wind small power project capacity will be 

tendered where the DNO has identified unmet existing or future demand, and in 

an amount commensurate with existing or planned substation capacity.  Initially, 

Bidders may propose to replace up to 75% of the DNO’s existing generating 

capacity. 

12. When Tendering Will Be Conducted: 

a) In the initial Capacity Addition Round to be tendered in 2016, the Ministry of 

Energy and Minerals will declare the capacity available for Main Grid-connected 
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wind and solar small power projects.  For Isolated Mini-Grids, solar and wind 

small power project capacity will be tendered where the DNO has identified 

unmet existing or future demand, and in an amount commensurate with existing 

or planned substation capacity.  Initially, Bidders may propose to replace up to 

75% of the DNO’s existing generating capacity.  

b) An additional capacity could be made available after a successful First Round 

procurement for Main Grid-connected wind and solar small power projects in a 

Second Round, or over several rounds.  For Isolated Mini-Grids, future tendering 

will be made available in relation to the DNO’s substation capacity.  Furthermore, 

the Second Generation SPP Rules allow EWURA to increase the total capacity 

limits as needed. 

13. How Tendering Will Be Conducted: 

a) The Electricity Infrastructure Procurement Committee (EIPC), established by the 

Minister responsible for electricity matters will initiate the competitive bidding by 

issuing the RFQ in February 2016.  Small power project developers seeking to be 

Qualified and subsequently invited to submit a binding Project Proposal, must first 

submit to EIPC a completed Qualification Questionnaire detailing: 

i. Developer Contact Information; 

ii. Project Development Consortium Commercial Information; 

iii. Development Experience with Solar Power Plants or Wind Farms; 

iv. Proposed Construction Site Location and Description; and 

v. Exemplary Solar Plant or Wind Farm Design and Performance. 

b) The RFQ will remain open for a period of one month and pre-qualification of 

submitted Qualification Questionnaires will be also be completed in one month. 

Responses to the RFQ submitted after the deadline specified in the RFQ will not 

be accepted, and only those Qualified Bidders who timely submit a Response to 

the RFQ that passes Qualification review will be invited to submit a Binding 

Project Proposal in response to the RFP Qualification evaluation will seek to 

identify those developers who are seriously interested and capable of constructing 
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and operating a wind or solar small power project, and will be evaluated on a 

Pass/Fail basis.  Key factors for passing Qualification evaluation include whether 

the Bidder: 

i. Possesses technical capability to develop a wind or small power project; 

ii. Demonstrates financial solvency and commercial good standing; and 

iii. Possesses land control and zoning approvals for a proposed project site 

or clearly demonstrates how necessary land control and zoning approvals 

are reasonably expected to be achieved. 

c) EIPC will be responsible to open Responses to the RFQ and conduct the necessary 

Qualification review.   

d) EIPC expects to publish the resulting list of Qualified Bidders by end of March 

2016 and thereafter issue the Request for Proposals (“RFP”) the beginning of April 

2016. 

e) The RFP will be open for a period of nine months for solar projects, while the 

RFP for wind projects will be open for a period of twelve months, in order to allow 

developers to complete project preparatory activities, which include such activities 

as conducting resource assessment and grid connection studies, environmental 

clearance, finalizing land acquisition procedures and zoning,  

f)  

g)  

h) Qualified Bidders wishing to submit a binding Project Proposal must submit to  

the EIPC secretariat of the DNO: 

i. Statement of any changes to the information submitted at Qualification 

stage; 

ii. Bid Price (per kWh) in USD constant over the SPPA term; 

iii. Declaration of SPPA Acceptance; 
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iv. Power of Attorney to complete the tendering and project implementation; 

and 

v. Payment of Initial Bid Security (4 USD per kW of proposed project 

installed capacity), which is only refundable, without interest, if: 

1. The Bid is unsuccessful; 

2. The Qualified Bidder properly submits a Bid Withdrawal Form to 

EWURA prior to publication of the list of Successful Bidders; or 

3. A Successful Bidder makes a Second Bid Security Payment. 

i) EIPC will open and evaluate the binding Project Proposals received in response to 

the RFP, and make recommendations to the DNO.  Each binding Project Proposal 

will be re-evaluated using the same criteria as the Qualification stage, and the 

passing proposals will then be ranked in order of Bid Price from lowest price to 

highest up to the declared procurement capacity limit for Grid-connected wind 

and solar small power projects and for the tendered amount of capacity on the 

DNO’s Isolated Mini-Grids.  EIPC expects to publish the resulting list of 

Successful Bidders by the tenth month from RFP announcement for solar projects 

and the thirteenth month from RFP announcement for wind projects. 

j) Successful Bidders will be notified and offered the opportunity to execute an SPPA 

after posting a Second Bid Security Payment (50 USD per kW).  The Second Bid 

Security will be reimbursable, without interest, only in the event that the Successful 

Bidder: 

i. Begins commercial operation of the small power project within 24 months 

from the date EIPC announces the Successful Bidders; or 

ii. Properly submits a Successful Bid Withdrawal Form for more than 20% of 

its Bid capacity no more than 6 months from the date EIPC announces 

the Successful Bidders. 

k) Any capacity withdrawn by Successful Bidders will be offered to the next-lowest 

price Project Proposal that passed evaluation.  Any capacity awarded to a 

Successful Bidder but not operating within 24 months or that has been withdrawn 
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according to para i) (ii) may be re-tendered in a subsequent Capacity Addition 

Round. 

l) While the DNO expects to award capacity to Qualified Bidders on a lowest-cost 

basis, the Authority retains the right to reject any Project Proposal for which the 

Bid Price exceeds EWURA’s calculation of technology-specific project costs and 

appropriate return on investment at the project energy output over the term of the 

SPPA.  Also, in the event that the lowest price Project Proposals exceed the 

DNO’s long run marginal cost of energy from new capacity addition, award of any 

tendered capacity may be conditioned upon development of an incremental cost 

recovery mechanism. 

m) Successful Bidders who choose to execute an SPPA must proceed through the 

remaining Project Development steps, which include: 

i. Establishment of a Business Entity (Project Company), pursuant to the 

laws of Tanzania, which has no other business or purpose than building, 

owning, and operating the small power project, including entering into all 

necessary agreements to build and operate the project, receive financing 

under the loan agreements, and sell electricity to the DNO. 

ii. To construct and operate the small power project for the duration of the 

SPPA. 

iii. Complying with all environmental protection standards and requirements 

to operate a PV or Wind power plant 

iv. Obtaining a Provisional Generation License from EWURA.  The 

information and documentation requested through the RFQ and RFP 

should be sufficiently comprehensive to obtain a provisional license, but 

the Preferred Bidders will still need to make a formal application. 

v. Reach financial close with all lenders that provide the necessary debt 

finance in accordance with the loan agreements. 

vi. Execute the SPPA, Direct Agreement, Implementation Agreement, 

Transmission or Distribution Agreement, Connection Direct Agreement 
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if and as required in a form and manner by EWURA, the DNO, and 

Lenders, respectively. 

vii. Executing the contracts or subcontracts necessary for Engineering, 

Procurement, and Construction of the small power projects. 

viii. Executing the contracts or subcontracts necessary for Operations and 

Maintenance of the small power project for the duration of the SPPA. 

ix. Completing physical construction of the small power project and 

Interconnection Facilities. 

x. Commissioning the small power project. 

xi. Commencing commercial operations and successfully exporting electricity 

to the DNO. 
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Section IV – Conclusion and Recommendations 
 

14. In order to implement the competitive bidding of wind and solar small power projects in 

Tanzania as directed by the SPP Rules, EWURA recommends that all elements of the 

Competitive Bidding Framework outlined above be adopted.  Specifically, EWURA 

recommends a tendering process with the following key milestones and processes:  

a) December 2015 – Draft Concept Paper, RFQ, RFP, Grid Interconnection 

Guidelines, and Grid Codes, SPPAs, revised SPP Rules, draft Regulations for 

establishment of EIPC and other related documents circulated for stakeholder 

review and comment. 

b) January 2016 – Competitive bidding documents finalized by EWURA and 

presented to Board for approval. 

c)  February 2016 – EWURA issues RFQ and accepts Responses to the RFQ. 

d) March 2016 – EIPC evaluates Responses to the RFQ, and lists Qualified Bidders. 

e) April 2016 – EIPC issues RFP and accepts Binding Project Proposals.  

f) February 2017 – EIPC lists Successful Bidders for solar projects. 

g) May 2017 – EIPC lists Successful Bidders for wind projects. 

15. Beyond the schedule outlined above, binding requirements for substance and timing of 

Responses to the RFQ and Binding Project Proposals should be specified in the RFQ 

and RFP, respectively. 


