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Ground Floor, Building # 57-C, Main 24th Commercial Street, Phase 2 Extension, DHA, Karachi. 

Ref: ARZ/SEPRA/MG/001/2026     Date: September 16, 2026 

To, 

Registrar SEPRA 

Sindh Electric Powert Regulatory Authpority (SEPRA) 

Sumya Sky View, 14th Floor 1401-1404, Civil Lines 

Karachi, Sindh 

Subject: Comments on the Draft SEPRA (Microgrid) Regulations, 2026 

Dear Sir, 

Arzachel (Pvt.) Ltd. is an energy policy and regulatory advisory firm based in Karachi, working 

on issues related to electricity sector reform, decentralized energy, and regulatory development 

in Pakistan. We welcome the publication of the draft Sindh Electric Power Regulatory Authority 

(Microgrid) Regulations, 2026 and commend SEPRA for taking this important step toward 

creating a formal regulatory framework for microgrids and decentralized energy systems in 

Sindh. 

Having reviewed the draft Regulations carefully, we wish to place on record the following 

concerns for SEPRA's consideration: 

I.  Definitions and Scope (Regulation 3) 

- The definition of “underserved territory” distinguishes it from an “unserved territory”; 

however, the Licensing Regulations permit microgrids in both areas. This creates ambiguity 

regarding the applicable requirements on underserved territory. SEPRA should clearly define 

the service standard against which an area is classified as underserved. If such a standard has 

already been established, it should be explicitly identified, including the relevant benchmarks 

and evidence required to distinguish underserved from unserved territories. 

II.  Licensing Process and Eligibility (Regulations 7–15) 

-The licensing process is well-designed overall, but two points need attention. Regulation 7 

requires applicants to be registered companies under the Companies Act, 2017, but allows 

SEPRA to grant exemptions on a case-by-case basis. While this flexibility is welcome since many 

microgrids are run by community groups or NGOs the exemption criteria are vague and give no 

clear indication of who is likely to qualify. SEPRA should publish simple guidelines listing the 

types of organisations and projects that would normally be considered for exemption.  

-Additionally, Regulation 15 protects existing microgrid operators when a new applicant wants 

to serve the same area, which is fair, but it does not say for how long or up to what point that 

protection applies. If an existing operator has already recovered most of its investment, there is 

no reason to block a better applicant indefinitely. SEPRA should introduce a time-based or cost-

recovery-based limit on how long incumbent protection can be used to block new entrants 

III.  Grid Connection and National Grid Interface (Regulations 6 and 32) 

This is one of the most practically important issues in the Regulations. Regulations 6 and 32 

require SEPRA’s prior approval before any microgrid can connect to the Provincial 

Grid/National Grid, which is appropriate. However, the National Grid is operated by NGC 

(National Grid Company, formerly NTDC), which is regulated by NEPRA at the federal level, not 

by SEPRA. The Regulations should therefore clarify the basis and process for SEPRA’s prior 
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approval where the proposed connection involves infrastructure, systems, or approvals falling 

under NEPRA’s jurisdiction. 

The Regulations also do not explain what happens when SEPRA and NEPRA need to coordinate, 

for example, when the National Grid is being extended into a SEPRA-licensed microgrid’s area, 

or when a microgrid operator wants to eventually transition to grid-connected status. A clear 

prior-approval and inter-regulatory coordination mechanism should be established, identifying 

the respective roles of SEPRA, NEPRA, NGC and the microgrid operator, including the sequence 

of approvals and applicable technical and regulatory requirements. Without such a mechanism, 

a microgrid operator could find itself caught between different regulatory requirements with no 

clear path forward.. 

IV: Technical Requirements and Governance Framework 

The draft Microgrid Regulations provide an overall framework for the development and 

operation of microgrids; however, the technical requirements and associated compliance 

criteria are not explicitly defined in sufficient detail. For effective governance, regulatory 

oversight, and consistent implementation, it is important that the Regulations clearly establish 

the minimum technical standards and requirements applicable to microgrid development, 

design, interconnection, operation, protection, metering, communication, power quality, 

reliability, safety, and maintenance. 

It is appreciated if SEPRA could elaborate these requirements in greater detail, either within the 

Regulations or through clearly referenced technical codes, standards, and guidelines. The 

framework may also specify the responsibilities of the microgrid operator, distribution licensee, 

and other relevant stakeholders, including requirements for system studies, protection 

coordination, grid interconnection, islanding and synchronization, fault levels, voltage and 

frequency control, cybersecurity, data acquisition, emergency response, and periodic 

inspection/testing. 

A clearly defined technical and governance framework would provide greater certainty to 

developers and operators, facilitate consistent regulatory oversight, ensure interoperability 

with the existing distribution network, and minimize ambiguity during project approval, 

commissioning, and subsequent operation. We therefore recommend that SEPRA further 

elaborate and standardize the technical requirements before finalization of the Regulations. 

 

V.  Transitional Provisions (Regulation 46) 

-Regulation 46 gives existing microgrid operators those already running before these 

Regulations come into force a chance to apply for a licence and continue operating during the 

transition period. This is the right approach, but two practical problems remain.  

-First, the Regulation does not say how much time existing operators will have to notify SEPRA 

and file their application, it leaves this entirely to SEPRA to decide later. Many microgrid 

operators in rural areas do not have legal or regulatory teams, and a short or unpredictable 

deadline could put them at serious risk. A minimum period of at least 180 days should be written 

into the Regulations themselves.  

- Second, if an existing operator's application is refused, the Regulation says SEPRA will decide 

how long they have to wind down but it does not mention any compensation for the investment 

they have already made. Regulation 33 elsewhere provides a compensation framework for such 
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situations, but Regulation 46 does not refer to it. SEPRA should clarify that operators whose 

transitional applications are refused will have access to the compensation provisions under 

Regulation 33, so that good-faith investors are not left without any remedy. 

We trust that SEPRA will give these comments due consideration. Arzachel remains available to 

provide further input or technical clarification on any of the above points and looks forward to 

continued engagement with the Authority as this important regulatory framework is finalized.. 

 

Best regards, 

Arzachel Pvt. Limited - Energy Consultants 

info@arzachel.org  

+92-313-1327000 
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Dear Sir/Madam, 

With reference to SEPRA’s public notice inviting comments and recommendations 

on the Draft Microgrid Regulations, 2026, Thar Textiles (Private) Limited appreciates 

this timely initiative to establish an enabling framework for decentralized electricity 

and microgrids in Sindh. 

As a small corporate venture working towards cleaner, low-carbon and socially 

inclusive textile value chains, we respectfully suggest that microgrids be recognized 

not only as an electricity-supply mechanism, but also as an instrument for 

renewable-energy development, energy security, industrial decarbonization, 

climate action and inclusive economic growth. Sindh has considerable 

renewable-energy potential alongside industrial and agricultural areas affected by 

unreliable supply and dependence on fossil-fuel backup. Enabling renewable-

powered microgrids for industrial clusters, SMEs, agriculture and associated 

communities could therefore convert locally available renewable resources into 

reliable and increasingly affordable productive energy. 

This is particularly relevant to Pakistan’s textile value chain—from cotton cultivation 

and irrigation to ginning, processing and manufacturing—with Karachi serving as a 

major industrial and export hub. Cleaner and more reliable energy can reduce 

production risks and carbon intensity while helping Sindh’s industries progressively 

develop cleaner products, including clean textiles, and strengthen their readiness 

for international markets increasingly attentive to climate and environmental 

performance. 

We further suggest linking the microgrid framework with Pakistan’s NDC 

implementation and emerging carbon-market architecture. International practice 

increasingly recognizes carbon finance as a potential means of supporting qualifying 

renewable-energy, storage and replacement of fossil-fuel generation, subject to 

credible baselines, additionality, measurement, reporting, verification and 

safeguards. Pakistan’s NDC 3.0 identifies carbon markets and Article 6 participation 

among emerging market-based climate-finance approaches. SEPRA could therefore 

enable appropriate metering, emissions-data and regulatory provisions so that 

eligible microgrid projects are not prevented from accessing future domestic or 

international carbon-finance mechanisms. Any carbon-credit arrangements should 

avoid double counting and remain consistent with applicable federal carbon-market 

and NDC requirements. 

Finally, we recommend incorporating just energy transition and community 

benefit-sharing principles. Small community-owned, cooperative or community-

managed renewable microgrids could be enabled, particularly in underserved 

productive areas, with simplified procedures, concessional finance or targeted 

subsidies, technical assistance and institutional handholding until sustainable. 

Productive energy use, local employment, skills, livelihoods and, where applicable, 

an equitable share of carbon-finance benefits could help ensure that communities 



also benefit from industrial and agricultural decarbonization. International high-

integrity carbon-finance approaches increasingly recognize both verified emission 

reductions and sustainable-development/community benefits.  

In this way, Sindh’s microgrid framework can create a practical pathway from local 

renewable resources → reliable productive energy → cleaner agriculture and 

industry → lower-carbon products and export competitiveness → NDC and 

climate benefits → potential carbon finance → community benefit-sharing and 

inclusive growth. 

We appreciate SEPRA for providing this opportunity and respectfully recommend 

that these dimensions be considered in the final Regulations and/or subsequent 

implementation guidelines. 

Regards, 

Mr. Imran 

Thar Textiles (Private) Limited 

Sindh, Pakistan 
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