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Appendix A 

LAW ON ELECTRICAL CONCESSIONS 
EXECUTIVE ORDER NO. Z..jl 6'A.. 4T'-" -'-:, 

OF THE PRESIDENT OF THE REPUBLIC 

Whereas: The Emergency Government of National Reconstruction. 

With the assenting vote of the Cabinet. 

Has ssued the following Executive Order: 

LAW ON ELECTRICAL CONCESSIONS 

TITLE I 

GENERAL PROVISIONS 

AItiche 1: The provisions of the present Law govern matters involving activities relating to 
the generation, transmission, distnbution and commemialization of elecinc power. 

The Ministry of Energy and Mines. representing the State, is in charge of supervising
compliance with the present Law, and may in pan delegate the authorities conferred on it. 

Tho activities for generation, transmission and distrbution may be carried out by natural or 
juridical persons, nationals or foreign. Juridical persons must be duly constituted in 
accorOance with Peruvian law. 

Article 2: A Public Electric Utility is defined as the zZLar supoityn of electric power for 
* 	 colective use within the power limits set in accordance with the terms of the Regulations. 

The Pubic Electnc Utility is for the public benefit (ob4on to serve). 

Article 3: A concession is required for the conuct of any of the following activities: 

a) 	Generation of electrical power using hydraulfc and geothrmnal resources, when the 
instaled power is greater than 10 MW: 

of electnc power whlen the ingaWll involve propenv , 
L' coqui.r e the insition of an easemhM bv ,e Stte: 
- b) TramMI 	 i,ins f th C,1214_2ndor 

c) Disnblf-on or eeCfc the char-rarof a Public Electric Utility, when demand isroTwer witl 
gremer tnan 500kW. 
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Antlcle 4: Authorization is required to conduct activities for those activities c!thermgfll nc. hydroelectric and geotnermal genelaIg tnat require no concession. if the 
installed ater than 500 kW 

ArtIcle 5: The generation of electric power of nuclear origin snali be governed by a 
separate Law. 

Arllcle 6: The ioncessions and authorizations small be granted by the Ministry of Engrgyano Mines, wnh shall establish' a Register ori-he,,,e Keos for this purpose. 

ArtIcle 7: Those actrvities of generation, transmission and distribution that do not requireeither a concession or an authorization may be conuctea freely, in compliance withtechnical stancaras and the provisions for protection of the environment and of the Cultural
Herntage of the Nation. 

must mandatoriyThe mldO inform the Ministry of Energy and Mines of the start of o .Et and the tecnn ial caradenstcs of the facilities and installations. 

ArtIcle 8: The Law estabishes = ,y. iem f'_ree prcina tot those delivenes that may becarred out under comoetitive cond=tions, and a system of reou atWc fnr those 
with the cniteneudrJrl preent Law.a costs ofWaa :wnh by thew nauree so require. 1towleaging e ficiency in accordance 

ArtIcle 9: The State sham provide for preservation of the environment and of the C;ufralHeritage of the Nation, as welN as the rational use of natural resources, in the conduct ofactivities relating to the generation, transmnission and distrbution of electric power. 

TITLE II 

ELECTRIC TARIFFS COMMISSION 

Article 10: incElecnc Tariffs Comnussion is a technical and decentralized body of theEnergy and Mines Sector, with tuniona, econormc, technical and administrative autonomy,ri~coonsnble r ,in',ng 0tednc:Dower rffs in accordance with the cntena established in the 
present Law. 

ArtIcle 11: The Electric Tariffs Commission shall have a Board of Directors consisting of
five memoers. appointed by Supreme Order countersigned by the Minister of Energy and

Mines, and shall consist of:
 

a) One proposed by the Mk'ster of Energy and Mines, who shall preside over the board:
b) One selected from a group of three candidates proposed by the Ministry of the Economy

and Finance:


c) OrMt selected from a group of three candidates proposed by the Ministry of Indusiry,
Touram, Integration and International Trade Negotiations;

d) One seleaed from a group of three candidates proposed by the Holders of Concessions


for Generation and

e) One selected from a group of three candidates proposed by the Holder of Concessions
 

for Dis rbution.
 

The menfers of the Board of Directors shaml be appointed for a penod of five years. 

Article 12: The tollowing are required for eligibility as a Director of the Electric Tariffs 
Commission: 
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a) A profession with aegree. with not less than 15 years of experience:

b) Reognzed solvency and professional suitabiity: and
 
c) Other qualidications spectied under the Regulations for the present Law.
 

Article 13: The office of Director of the Electric Tariffs Commission snail be vacated by: 

a) Death:
 
b) Permanent incapacity:
 
c) Accepted resignation:

d) Ansing legal incompatbility, and
 
e) UrJustidied absence trom two successive meetings of the Board of Directors, unless wit"
 

authorized leave. 

Artele 14: The following may not be Directors: 

a) Public officials and employees:

b) Sharenolders. directors. officers and employees of the companies that supply energy at
 

a regulated pnce. or of consulting companies that provide services to the Electric Tariffs
 
Comnission:
 

c) Directors and officers of companies that have been penalized for acts of speculation or
 
rmonopoly and who (personally) have been penalized for the same infractions:
 

d) Two or more persons related within the founh degree by blood or the second degree by
 
rnsamage: and
 

e) Those wih legal cases pending with the State.
 

Article 15: The following are duties of the Board of Directors of the Electric Tariffs
 
Comrmssion:
 

a) To set, review and modify tarrfs for the sale of electric power, stnctly subleict to the
 
..2pIceaurestablished in the pr,'.sent Law:
 

b) To the highet body fe-e-sadministrative appeal on all matters having to do with
 
the seting o tartfs. presented by interested panies:


c) To work out its own Internal Rules:
 
d) To elect the Vice-President:
 
e) To appont the Executive Secretary, defining his obligations and remuneration:
 
f) To approve the annual budget of the Electric Tariffs Comrmission and suomit it for the
 

consideration of the Ministry of Energy and Mines:
 
g) To impose sanctions for noncompliance with its decisions as indicated under the
 

Regulations: 
h) To approve and determine the pre-qualification of consuting firms proposed by the
 

Executve Secretariat:
 
) To evakuate studies and reports ordered from the Executive Secretanat:
 
) Other duties as indicated by the Regulations. 

Atel 16: The Board of Directors of the Electric Tariffs Commission may assign one or 
more of its members to conduct specific activities that conlrbe toward the uttiliment of the 
responsal1dies assigned to it under the present Law. In these cases the appointed directors 
shal be obfigated to perform the corresponding duty. 

Arntle 17: The Electric Tariffs Commission shlaU have an Executive Secretariat. The 
personrmie of said Secretariat shall consist of highly qua~lied professionals and efficient 
support personnel. Labor relations for said personnel shall be subject to La,'f No. 4916. 

Aricle 18: The Executive Secretariat. in support of the findings which must be rendered 
by the Bcard of Directors of the Electric Tariffs Commision, snail perform the following 
functions: 
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a) 	 Carry out ore-ualiicaton of consulting firms for the develoomenr of tariff stuaes ano

sVecal stuases as reouirea:
 

0) 	 Work out the annual budget of the Electric Tariffs Commission: 
c: Review and evaluate the stucies presented by the concession holders:
 
0) Wr'r out the Ten'm of Reference and supervise execution of the studies which by order


of law must be comrmssJoned from specializea consulting firms:
 
el Draw up the srudies for the determinatrin of Time Blocks to be used in the calculation of


the Tarifs at Bus: suostations--nterconneclion points of the generating piants
f) Draw uo the studies to oetermine the power ano energy loss factors used in calculating

the Tarffs at Bus:
 

g) Draw up the studies to define the Main and Secondary Transmission Systems of the

Interconnected System:
 

h) Draw up the studies to determine the Typical Distribution Sectors:
 
J) 	 Draw up the cornvarave studies referred to in Art. 53 of the present Law:


Draw utn the studiOes to set aria implement the New Replacement Values for transmission
 
and distzibutton installations: arid
 

k) 	 Others as indicated by the regulations. 

Article 19: The (implementing Regulations for the present Law shall establish the criteria
 
to set the remuneration to be colected by the Directors and Emptoyees of the Electric Tariffs
 
Commission.
 

Likewise it shag determine the nuroer of employees of the Executive Secretariat. 

Article 10: The budget of the Electric Tariffs Commission shall be covered by annual
 
contnbutions to be made by the concession holders and the electricity companies subject to

price regulation.
 

Article 21: The Internal Rules of the Electnc Tariffs Commission shall be approved by

Supreme Order countersigned by tme Minister of Energy and Mines.
 

TITLE III 

CONCESSIONS AND AUTHORIZATIONS 

Article 22: A concession snalI be aranted fr an indeterminate period. A time-limted 
concession may be granted for the performance of studies. 

Article 23: A time-limited cooriz 	 slic property s 
the ng3 _to ba. mposition ofeasements for tne performance offe-dies for power

plants. substations and transmission lins.
 

The raxjqxLter for a time-limited concession shall be 2 years, and i may be renewed 
once 66-reques from the petitioner, for up to the same period. 

The request for a time-limited concession, as well as its renewal, shall be made out in
accordance with the requirements, conditions and guarantees established in the 
Regulations. 

Time-limited concessions shall be granted by Ministerial Order. 

Article 24: A finaL x ieon authorizes the use of public property and provides the 
right to obtain the imposition of easements for the construction and generation of generating 

Page 4 

// 



Diants and associated facidies. suostations and transmission lines as well as networks and 
suosia-oons or dlstnution for a Public Electric Utility. 

Artlle 25: The appliCation to obtain a final concession must be presented to tIe 
Ministry of Energy and Mines with the following rnformation and requirements: 

a) Iderarfication of applicant:
0) Aj'honzation tor use of natural resources owned by the State. where applicable: 
c) Descrtive memorandum ar complete plans of the prolect: 
d) Scdule for execution of work: 
e) Budget for the prolect: 
f) Soecication of required easements: 
g) Delimitation of the concession zone and formal contract for energy supply in the case of 

dtnutaon concessions: 
h) Ermmonmental imoact study: and 
0 Guarantees as establrshed in the Regulations. 

The applicant shall be published on two consecutive days at the applicant's expense in the 
Official Gazette 'El Perupno." and in one of the major crculating daily newspapers of the 
place where the concession is located. 

The final concession snail be granted by a Supreme Order countersignied by the Minister of 
Energy and Mines. 

Article 26: When a number of applications are in competition for the same final 
concession, within 15 days from the final publication of the first application, a reference shall 
be given to the applicant presenting the best terms from both the technical and the 
economic point of view. In the event of equivalent terms, preference shall be given to the 
applicam who prev:ously held a time-limrted concession. 

Article 27: The procedures and conditions applicable I the administrative formalities for 
opposions shall be established in the Regulations. 

Article 28: The application for a concession, complying with the requirements set forth m 
Art. 25 of the present Law, must be decided upon within a maxzimum of 90 calendar days 
from the date of its submission. If no decision is issued wihin that termTthe application shall 
be considered approved. 

Arleto 29: The concession acquires a contractual nature when the applicant accepts in 
wnting the issued Decision and signs the corresponding contract. which must be drawn up in 
notanzed form within a maximum of 60 calendar days from the date of receipt of the 
transncrit of the Decision. 

The contract must include the name of the concession holder. rights and obligations. 
conditions, starting and ending dates for work, easements, concession zones where 
appl=e, causes for termination and other provisions of the present Law as applicable. 

Attlicie 30: The concession for distribution for Public Electric Utility service in a given 
zone sra be exclusive tor a sqinle holder and cannot be limited without authorization from 
the Ministry of Energy and Mines. 

The holder of a concession for distribution may perform expansions of his concession zone 
upon prior no e inistry of EnergyaO Mines as to the new boundanes. 

Expansions of the concession zone shall be regularized every two years by a proAdure
similar to that of a final concession. 
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Article 31: Holders of a concession for generation. transmission and distrioution must 0o
 
tne following:
 

a) Perform studies and/or construction of the facilities within the penoas stateo in the
 
resoectve concesson contract:
 

0) Preserve and maintain their taciities and installations in proper condition for efficient
 
ooeration, in accoroance with the terms of the concession contract:
 

c) AOD~tar ia ,.f.pv:it in conormity with the prov'.sions of the present Law:
 
:) Present the tecnnical and economic information to the standardization anca regulatory
 

bodies in the form and within the deadlines established in the Reguiations:

e) Corrly with the terms of the National Electricrty Code and Other applicable tecnnical
 

standaras:
 
f) Facilitate technical inspections of its installations as ordered by the standardization and
 

regulatory bodies:
 
g) 	 Contnbut toward the support of the standardization and regulatory bodies through
 

contnbutions set by the Mintry of Energy and Mines, which in no case-may be mor.
 
than 1% of the noor're U.al _s_and
 

M) Cofty wilh the standards for protection of the environment and of the Cultural Heritage
 
of the Nation.
 

Article 32: Holders of concessons for generation and transmission. if they belong to a
 
Commrttee for Economic Operation of tI'e System, must operate their installations in
 
accorcance wih the terms issues by said comrrurtee.
 

Article 33: HniAr of con.essons for trnsmision must permit the use of their systems 
,..y.tLLd-parties. who must pay the costs of expansion as necessary and compensation for 
the use thereof. 

Article 34: Holders of concessions toe' distribution must do the following: 

a) Provide service to anyone requesing i0 within their concession zone. or to thal' .Wh 
arrie0--eor no ra n one ars and who "7 
havee chractor of a Public ectric Utiy:

b) IT"_ 'Iinsineff-Tr- ect with power generating companes.wrno will guarantee
provismt~o tWiTeholders full power and energy requiremets for the nax' 24 months at a 
minimum: 

c) Guarantee quality of service as establislhed in their concession contract: and 
d) Z their systems to be used by thirda..i. to supply energy to users not having the 

character of Puic E1ectric Utilities, located within or outside the holder's concession 
zon, m the - ed in the pesent Law and atJoh.i 

Article 35; The concession shall terminate by derJaration of cancellation or withdrawal; / (,
in both cases transfer of the ingfs of te cocession and of the proWnn -r , , 
continue its operations shal be camed out in accordance with the terms of the present Law 
and its Regutitions. , 

Article 36: ha concession shall be canceled if: 

a) 	 The holder does not draw up the concession contract in notanzed form within (1,
indked penod:

b) 	 The holder does not produce the studies and/or does not establish the facilities and 
installations within the deadlines set in the concession contract, except in duly
documerted cases of Acts of God or torca maleure: 

c) The holder ceases to operate ts installations, without justiied cause, for a cumulative 
8_in a sin le calendar year

d) 	 The ho generation or transmission, after appropriate penalties 

have been applied, does not operate its installations in accordance with the coordination 
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stanoaras of the Committee for Economic Ooeration of the System. except tv express 
authorization of the Ministry of Energy and Mines for outy justifiea cause: 

e) 	 The holder of a concession for distnbution. after the appropnate lines nave oeen applied, 
does not corroly with its obligations to Provide service within the prescnoeo times ano in 

accoruance with the aualirty standards established in its Concession Contract: a'd 
The holder of a concession for distribution does not provide documentation of a 
guarantee of supply tor the period established under paragrapn b) of An. 34 of the 
present Law. 

Article 37: Cancellation shall be sanctioned by Supreme Order countersigned by the 
Minister of Energy ana Mines. In this case arrangements shall be made for administrative 
intervention in provisional form, in order to ensure continuity of its operations. 

The rights and property of the concession shad be sold at public auction. From the amount 
obtained by the auction, the incurred expenses shall be deductea and the remainder snail 
be delivered to the former holder of the concession. 

The creditors of the canceled concession may not oppose the aforementioned auction for 
any reason. 

Article 38: Authorizations shad be granted by Ministerial decision for an indefinnt trr 
within 30 caenda-rys from mne resentaton of te anlication, upon exliration of wnich 
they shal be considered authonzed. 

The application must cortain identification of the owner, a sworn declaration of compliance 
with technical standards and standards for preservation of the environment and the Cultural 
Heritage of the Nation. technical data. the location of installations and other information for 
statisticl" purposes. The Regulations shall establish the supervisory mecnanisms to verify 
compliance. 

TITLE IV 

COMMITTEE FOR ECONOMIC OPERATION OF THE SYSTEM 

Aricle 39: Th wnpirs ol _Generatina plants and tran m'ttnv-ystems whose 
installatrons are interconnected shanJi.rrM_ techncal body called a Committee for Econorrc 
O oif the 5ysTrn 3, for the purpose of coordinating their operation at minimum 
cost. ensuring reiiability of the supply of electric power and better utilization of energy 
resources. 

To this end. operation of enraing plants and transmitting systems shall be sub ect to the 
decisiors of thif m ee. 

Airtice 40: The operations of the Committee for Economic Operation of the System 
shall be governed by the terms stated in the Regulations. with provision for the following: 

a) Requirements for membership in the Committee:
 
b) Decsion-making mechanism:
 
c) Procedures for optimization of operation:
 
d) Procedures for evaluation of transfers of power and energy:
 
e) Mechanisms to resoive differences of opinion and/or controversies: 

and 
f) Information to be provided to the star--u,'ization and regulatory bodies. 
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Article 41: The basic functions of the Committee for Economic Operation of the System 
(COES) are as follows: 

a) To plan the operation of the interconnected system, notifying its memoers so that they 
can operate their installations in accoroance witn the resulting programs: 

0) To supervise execution of the operating programs and coordinate grePaia maintenance 
of the installations: 

c) To calculate the snort-termrnmarginal costs of the electric power system in accordance 
with the procedures establistied in the Regulations; 

d) To calculate the firm capacsty power and energy of each generating unit in accordance 
with the procedure established in the present Law and the Regulations: 

e) 	 To-guarantee to its memoers the purchase or sale of energy when. f ncate y the 
econoruc opeoqi_=iiti e system. the unscneduled shutoown__.er_ a44eof--thefr units 
is-re--utred. These transammons snail be carried out at the short-term marginal cost of the 
sysem. 

f) To guarantee to all merors the sale of their contracted power, up to the limit of their 
firm power, at a regulated p 
Nmay n we its users for more fi,-m power than its own power or the 
power it has comractea with thrxd parties: and 

g) Other matters as expressly siated in the Regulations. 

TITLE V 

ELECTRICITY PRICE SYSTEM 

Article 42: The regulatt:cJ pces shall reflect the marinal costs of S ply and shall be 
structured in sucn a way as 10 pmrmoe ine eniciency of the sector. 

Article 43: The following shall be subject to price regulation: 

a) The transfer of power and energy between generators. which shall be determined by the 
COES in accoroance with the terms established in Art. 41 of the present Law. 
This regulation shall not govern the case of contracts between generators or the part in 
excess of the firm power and 6ergy of the purchaser: 

b) The coMroensaon to oe pz.d to owners of transmission systems;. 
c s of ener o nolders of concessions for distribution intended for the 

Public Elecnc Utilily; anl 

Article 44: Sales of electnc energy not explicitly mentioned in the preceding article are 
it subject to price regulation 

MAXIMUM PRICES FROM GENERATOR TO UTILITY DISTRIBUTOR 

Article 45: IA electric energy to a holder of a concession for listnbution, intended 
for the Public Electric Utility, sn m asssat ijs. 

Article 46: ThejaZsal Bus and their rclpeclive adjustment formulas shall bret ever 
%I fIgron by the Electric Tardis Commisson and shall go into effect in the months o May 
and Novemer of each year. 
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The rate can oniy be aDolieo after Deing puoltsnea in the Official Gazette -El Peruano,
and in one major circulating oaily newsoaper. 

Ai~de 47: To set the Rates at Bus tBurra-major generator line and transmission system 
or between distribution and transmission system) eacn COES snail perlorm tre 
.rresoonourij calculations as follows: 

a) 	 Project the demand for the next forty-eight months and determine a schedule for 
generation ano transmission facilities caoaDle of going into operation Curing that period.
consicenng those currently under construction and those contemplated in ihe Reference 
Plan orawn uo oy the Ministry of Energy and Mines: 

) 	 Determine the operating plan that will minimize the total incurred operating costs and 
cost of rationing for me period under study, taking the following into account among
other factors: Hydrology, dams, fuel costs, as well as the Inflation-Adjustment Rate 
referred to in Art. 79 of the present Law: 

c) Calculate the Shon-Term Marginal Costs expected for energy in the system, for the Time 
Blocks established by the Electric Tariffs Commission, corresponding to the operating 
plan referred to in the preceding paragraph:

d) 	 Determine the Base Price of Energy per Time Bloc4' for the period of the study, as a 
wegnmed mean of the marginal costs calculated above and the projected demand, duly 
adiusted for inflation: 

e) Determine the most economical ype of generator unit for additional Dower supply dunng 
annual peak oemano hours for the electric power system, and calculate the annual 
charge for investment at the corresponding Inflation-Adjustment Rate as set in An. 79 of 
the present Law: 

f) Deterrrmne the Base Price of Peak Power considering the annual charge obtained in the 
preceding paragraph, increased by a percentage that results by considering the 
thretica unavailability of the electnc power system:

g) Calculate a power loss factor and energy loss factor in transmission for each of the 
system buses. 
These factors snail be eual to 1.00 at the bus at which the base pnces are set: 

h) Determine the price of peak power at the bus for each of the buses of the system. 
mulMig /ng the Base Price of Peak Power by the respective power loss factor, adding to 
ths product the Toll per Connection referred to in Ar. 60 of the present Law: and 

) 	 Deterrmine the Energy Price at Bus for each of the buses of the system. multiplying the 
Base Price of Energy corresponding to each Time Block by the respective energy loss 
factor. 

Article 48: The power and energy loss factors shall be calculated considering the
 
Marginal Peak Power and Energy Losses in Transmussion, respectively, and assuming an
 
Economially Adjusted System. 

Article 49: On the buses of the Secondary Transmission System the price shall include 
the Mean Cost of said Economically Adjusted System. 

Article 50: All costs used in the calculations indicated in Art. 47 must be exoressed at 
the pinces in effect in the months of March or September, depending on whether one is 
ceairq wM the price determinations for May of November, respectively. 

Article 51: Before March 15 and September 15 of each year. each COES must present
the Electnic Tariffs Commission wth the corresponing tecflnical-economic study which shall 
expi2si and justiy the following, among other aspects: 

a) 	 Protected demand for power and energy from the electric power system: 
b) 	 Pmgrur for generation and transmission facilities: 
c) 	 Cost of fuel, Costs of Rationing, and other penmeut variable operating cost: 
d) 	 Intatlmn-Adjusiment Rate used in the calculations: 
e) 	 Ma gml costs: 
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Base Prices of Peak Power and Energy;
 
gP power and energy loss factors:
 
n) Total cost of transmission used in considerations:
 

Resulting values for Prices at Bus: an 
Proposed readjustment formula. 

Article 52: The Electric Tariffs Commission snail notify the COES ot its ooservations, 

duly explained. regarding the lecfnicl-economic study. 

The COES must respond to the observations and/or present a new study if necessary. 

The Electric Tarris Commission snail evaluate the new calculatons and at atlcr rs analysis 
small proceed to set an puolisn the tantfs and their monthly rdaolustment formulas. before 
April 30 and October 31 of each year. 

Article 53: The tariffs set by the Electric Tariffs Commission must not differ by more than 
ten-ercent from the free prices in effect. The Regulations shall establish the procedure for 
comparisonr. 

Article 54: If the effective period for the tariffs has expired and the tariffs for the 
following period have not yet been set owing to causes that are the responsibility of the 
Electric Tariffs Commission. these tarifs may be readlusted monthly by the generators in 
accordance with the reaolusimert formulas in effect, after publication in the Official Gazette 
'1 Peruano." 

Article 55: Each COES must mandatorily deliver to the Electric Tariffs Commission the 
technical information. matnematical rnodels, source programs and other elements required in 
orOer to verdy the calculation of the proposed prices. 

Article 56: For Isolated Systems, the Electric Tarffs Commission shall set the Tariffs at 
Bus in accoroance with the critena estabiisned in the present Law and Regulations. 

Article 57: If enerqy rationing occurs to a deficit in electric generatron. the 
generators shall compensate their sr bect topnivered
 
~er , in the cases, manner and conditions estalished in the regulations.
 

MAXIMUM PRICES FOR TRANSMISSION 

Article 58: For each Interconnected System the Ministry of Energy and Mines, on 
proposal from the Electric Tariffs Commission, shall define the Main Transmission System 
and Secondary Transmmsion Systems in accordance with the characteristics established in 
the Regulations. 

The Main System shall permit generators to commercialized power and energy at any bus of 
said system. 

The Secondary Systems permit generators to connect up with the main system or to 
commercialize power ara energy at any bus of these systems. 

Article 59: The generators connected to the Main System shall pay its proprietor a 
mntly compensation to cover the Total Cost of Transmission. 

The Total Cost of Transmission includes the annual charge for investment and the standard 
costs of operation and maintenance of the Economically Adjusted System. 
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The annual charge for investment snail be calculated considering the New Reolacement 
Value. as service life an the corresoonoing Inflation-Adlustment Rate set in Art. 79 o t the 
oresent Law. 

Article 60: The compensation referred to in the preceding Articie snail be paid 
separately under two headings, oefined as *Rate Income* and 'Connection Toll.' 

The Tariff Income snail be calculated as a function of the Dower an energy delivered to and 
orawn from the buses, valued at their respective Tariffs at Bus. 

The Connection Toll is the drfference between the Total Cost of Transmission and the Tanff 
Income, and shall be paid by generators in proponion to their firm power. 

Article 61: The Electnc Tariffs Comrussion shall annually set the Connection Toll and its 
respecwve monthly readjustment formula, calculating the Total Transmission Cost. and taking 
account of the anticipated Tariff Income, which must be supplied to it by the respective 
COES. 

The Connection Toll and its respective readjustment formula shall be set and published in 
the Official Gazette 'El Peruano." going into efect on May 1 of each year. 

Article 62: Ifa generator supplies electnc power at buses located in the Secondary
Transmission System or using installations from the molder of a concession for distrbution. it 
must agree with the owners thereof as to the compensation for the use of said installations. 

These compensations shall cover the Mean Cost of Efficiency of said systems and shail not
 
be paid if the use is camed out in a direction contrary to the preponderant flow of energy.
 

In the event of a discrepancy and on petition from one of the parties. the Electric Tariffs
 
Commission shall act as judge and snail decide within a maximum term of 30 days from
 
presentation.
 

MAXIMUM PRICES FOR DISTRIBUTION 

Article 63: The tariffs to the end users of the Public Electric Utility consist of the Tardfs at
 
Bus and the Added Distnbution Value.
 

Article 64: The Added Distribution Vakile shal be based on an efficient model enterprise 
and take the following components into account: 

a) Costs associated with the user, regardless of the users power and energy demand:
 
b) Standard power and energy losses in distribution: and
 
c) Standard costs of investment, maintenance and operation associated with distnbution.
 
per unit of power supplied.
 

Arlce 65: The cost of investment shall be the annuial charge of the New Replacement 
Value of the Economically Adjusted System, considering its service life and the Inflation. 
Adjustment Rate established in Art. 79 of the present Law. 

Article 66: The Added Distribution Value shall be calculated for each holder of a 
concession by considenng given Typical Distriution Sectors that shall be established by the 
Ministry of Energy and Mines, on proposal from the Electric Tariffs Commission, in 
accordance with the procedure established in the Regulations. 
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Aricle 67: The components stated in Art. 6.4 small be calculated for eacn Typicat 
Distnoution Sector oy cost studies commission oy the noloers 'f distribution concessions from 
consulting fimns previously Qualihed by the Electric Tariffs Commission. which snail draw up 
the corresponcing Terms of Reference ano supervise the progress of the stucies. 

The cost studies shall give consideration to criteria of efficiency for investments and 
management at a concession holder operating in this country. 

Article 68: The Electric Tariffs Commission, having received the studies, snail notify the 
concession holders of its ouservations ii any: the latter must respond to them within a 
maxirrum term of 10 days. 

Once the ocservatcons have been answered or the term within which they are to be stated 
has expired, the Electnc Tariffs Commission snail establish the Added Distribution Values for 
each concession, using Weighting Factors in accordance with the characteristics of each 
system. 

Article 69: Using the Added Distribution Values obtained in accordance with the 
preceding artices. and the corresponding Tariffs at Bus, the Electric Tarffs Commission shall 
structure a set of Base Prices for each concession. 

Article 70:. The Electric Tars Commssion snail calculate the Internal Rate of Return for 
groups of concession holders. considerng an anaiysis period of 25 years, and evaiuating: 

a) The income they would have collected if the Base Prices had been applied to all 
deliveries inthe Inmediately preceding fiscal year: 

b) The costs of operation and maintenance not including the distribution system, for the 
immediately precdng fiscal year. including losses: and 

c) The New Replacement Cost of installations for each enterprise, with a remainder value 
equal to zero. 

Article 71: If the rates calculated per the above do not differ by more than four percent 
from the Inulation-Adjustment Rate stated in Art. 79 of the present Law. the Added 
Distribution Values from which they onginate shall be considered definitive. Otherwise these 
values must be adusted proportionally in sucn a way as to conform to the nearest upper or 
lower limit 

Article 72: Considering the Added Distribution Values as definitive for each holder of a 
concession, the Eltetc Tarrfts Commission snail set and publish the corresp:onding final 
oistribution tarnts and their monthly readjustment formulas. wnich snail go into effect on 
Novemor 1. 

Article 73: The tariffs and their readjustment formulas shall be in effect for four years, 
and may only be recalculated iftheir readjustments duplicate the initial value of the tarffs 
during the penod wtie they are in effect. 

MISCELLANEOUS TERMS GOVERNING TARIFFS 

Article 74: Interested parties may appeal for reconsideration of the decisions of the 
Electric Tariffs Commission within ten calendar days after the date of their publication. 

The appeal for reconsideration must be decided upon within ten calendar days of its filing, 
after which time administrative recourse will be exausted. 
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Article 75: Once the effecive period of the tanffs has exoirea and so iono as those of 
:ne suosequent period nave not been set for reasons that are the resDonsioilitv Of the 
Electric Tanfs Commission. these tariffs may be readjusted monthly by thie concession 
nolders in accoroance win Me readlustment formulas in erfect, after publication in tne Official 
3azene "El Peruano." 

Article 76: The New Replacement Value for purposes of the present Law is detined as 
he cost of orooucing new facJldites ano physical assets intended to provioe the same service 

with the tecnnology ana prices in effect, furtermore consioenrng: 

a) The finance cnarges during the construction Denod. calculated at a rate of interest that 
must not be greater than the Inflation-Adlustmret Rate set in An. 79 of the present Law: 

ot Expenses and compensations paid to estaNish the employed easements: 
and 

c) Expenses for studies and supervision. 

To set the New Replacement Value. concession holders shall present the supporting
information, and the Electric Tariffs Commission may reject the inclusion of unnecessary 
property, stating grounds. 

Article 77: Every tour years. the Elecnc Tariffs Commission shall proceed to update the 
New Replacement Value of the installations for transmission and distribution, using the 
information presemed by the concession holders. 

in the case of new or retired facdities, the Electnic Tariffs Commission shall include or subtract
 
their respective Replacement Value.
 

ArtIcle 78: The New Replacement Value. income and costs intended exclusively for the
 
calculation of tarrtts shall not for any reason be considered for purposes of taxation of the
 
enterpnses. 

ArIcle 79: The Inflation-Adjustment Rate to be used under the present Law shall be
 
12% real per annum.
 

This rate may only be modified by the Ministry of Energy and Mines. after a study
 
commissioned by the Electnc Tariffs Commission from specialized consuftants, establishing

that the set rate differs from the Risk-Free Rate plus the risk premium in this country.
 

in any case the New Inflation-Adiustment Rate set by the Ministry of Energy and Mines must 
not drifer by more than two percentage points from the rate in effect. 

Article 80: For Isolated Systems. the holders of concessions for distnbution who have 
their own generation and transmission facilities to cover tmeir demand in pan or in full are 
required to maintain separate accounting for the costs of generation, transmission and 
astbution actwities. 

ArIcle 81: It shall be the obligation of the Electric Tardfs Commission to prepare 
periodicaly information that makes it possl for the sector to know the procedures used in 
determining tagifs. historic values and antmcaed values. In particular, the reports regarding
the calculation of both the Tarfs at Bar and of the Added Distrbution Values shall be pu0Wi.
knowledge, as well as indicators refemng to the pnces in effect on the unregulated marle. 

TITLE VI 

PERFORMANCES OF THE PUBMC ELECTRIC UTILITY 
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Article 82: &D.. applicant located within a zone of a holder ot a - tor 
OsltrtU,,n snail have the rignt to oe SUnRI-ufnMr'wr iztve 
concessiofl holder. suoect to comoltance with the requirements ano payments establisned in 
!Mis-regar-ly the present Law ana Reguiations. in conformity wil Me tecnnicai ccnotions In 
eflect in e area. 

aymenls made snail constitute a non-transferable right in the favor of the real estate for 
wnicn aopdication is made. 

Articie 83: For the provision of new deliveries or an expansion of a cortracted Dower. 
he concession holder may require a refundable corttnbution to finance tIe extension ot the 

installations to the delvery point anaor the necessary expansion of distnbuton caoacty. 

These cornriutions snail be performed in the following manner, at the user's discretion: 

a) Contrtions per kW, previously established by the concession holier for vanous cases: 
3) Construction of the extension tacidies by the applicant. suoect to approval of the design 

by the concession holder, with the value of said installations being ret on the occasion of 
the appoval of the design: and 

c) Financing by the applicant to perform the required work. at a value determined by the 
concession holder, wilh the latter being obligated to carry out said work within , Specified 
term. 

ArtIcle 84: The user shall have the right for the contributions rt performs to be
 
acknowteoged through a delivery of snares in the Enterpnse. bonds or other procedures that
 
snail ensure ds real recovery under the terms established in the Regulations.
 

The selection of the form of repayment shall be up to the user. The enterrnse holding the 
concession may not for any reason collect expenses and/or commissions unce; tne heading 
of this repayment. 

Article 85: In the case of new urban developments, or the new supplying of electric 
power to inhabited uroan zones or groups of dwellings located within the zone of the 
concession, the interested parties must execute the electric installations relatinq to the 
seconoary power network and street lighting, in conformity with the previously approved plan 
and under the supervision o f the enterpnse holding the concession serving the area. 

In this case the installations shall undergo acceptance by the concession holder, at that time 
setling their New Replacement Value for purposes of reimbursing the interested paffy in 
accordance wlh the terms of An. 8.4 of the present Law. 

ArtIcle B: N the ener supply suffers a total or partial interruptin fora ao cutwe 
penod of more tn.n fiur hours. e essio or must compensate the users for the 
cOkof t. rpvr r ener not elrd. under the terms established in the Regulations. 
except on those occasions in which the interruptions occurred for causes that were the 
responsiity of the user in question. 

In the evert of scheduled rationing due to an energy shortage at the generating level. 
compensation snad be paid in a manner similar to that specdied in Art. 57 of the present 
Law. 

Artcle 67: Holders of concessions may terporanly vary the terms of delivery for reasons 
of force maeure, with the obligation of giving notice thereof to the users and supervisory 
agency witln forty-eilt hours of the onset of the change. 
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Articl 88: The special intemal installatlions tot e;,.n oelsvery must start from the ceiivery 
point. wrtl the pianning. execution. operation ana maintenance thereof Oeing the user s 
responsitdity, as well as any expansions. renovations, repairs anaior relocations. 

Article 89: -he user may not draw a consumption greater than nas been contracted. it 
the user overruns is limits t snail be suolect to suspension ot service ana to payment ot tme 
fines as estaolisnea in me Reguiats. 

In the event of a recurrence, the user must pay the refundable contributions for tIe 
respeaive power increase. 

Article 90: Holders of concessions may execute immediate cutoff of service, without 
need for prior notice to the user or intervention of the cognizant authorities. in the fIolowing 
cases: 

a) When invoices anc/cr fees rermin pending, after due notice. for two or more months 
after the provision of services of the Public Electnc Utility, with respective interest and 
delinquency penalties: 

b) When electric power is drawn wthout obtaining the pnor authorization of the company, or 
when the terms of supply are violated: and 

c) When the safety of persons or property is put in je(, -M.dythrough defects in the involved 
installations. whether these are under the company's administration, or are internal 
installations owned by the user. 

Holders of concessions must send the respecirve collection notices to the users who have 
been cut off, on the same occasions as for the other users, being empowered to collect a 
minimum rnonthly charge. 

Holders of concessions shall periodcally set the amounts for cutoff and reconnection in 
accordance wnth the terms of the regulations. 

Article 91: In cases of illicit use. in addition to charging the cutoff charges, payment for 
consumed energy and other charges, the involved persons may be reported to the pensal 
jurisdiction. 

Article 92: When for lackX of appropriate metering or errors in the invoicing process, 
amounts other Itian the actually applicable amounts are under consideration. holders of 
concessions shall proceed wrth recovery or reimbursement as applicable. 

The amount to be recovered by the concession holder shall be calculated at the tariff in 
effect on the date of detection, and for a maximum penod of 12 monrths pnor to that date. 
Recovery shall be obtained in 10 equal monthly installments, without interest or deliquency 
penalties. 

Reirnbrsement to the user shall be, at the users discretion, by a discount of unns of energy 
in future invoices, or in cash on a single occasion. using the same rates of interest and 

a debtdelinquency penalties that the concssion holder is authorized to collect in the case of 
owed for power consumed. 

Article 93: Complaints by users regarding provision of Public Electric Utility services shall 
be decided, as the Inst administrative appeal, by the Ministry of Energy and Mines, in 
conformity with the terms of the regulations. 

Article 94: Provision of street lighting service is the responsibility of the distnution 
this refers to the general street lighting on avenues, streetsconcession holders. insofar as 

and plazas. 
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The corresoonding energy snail be billed to the municipality. If two consecutive months : 
unpai. collection snail be made cirecvly from the users. in accordance witm the oroceoures 

ntislatter case ne Municipaldy snail
established in the-Regulations. In cease to collect te 

corresooning tax. 

Munc:atdies may, at their own expense. construct special lighting installations in excess of 
the standards stated in the respective concession contract. in that case they must likewise 
assume the expenses !or power consumption, operation aind maintenance. 

Aricle 95: In any plan for and development or in the construction of buildings, sufficient 
areas must Ibe set aside for the installation of the respective ostribution substations. 

Article 96: Urban developers are required !o install the road crossing structures for the 
laying of distrtru nn networks, where appli ale, in order to prevent breakage of the latter. 

Artclke 97: Concession holders may open pavements, carnageways and sidewalks of 
public mads and streets within their concession zone, notdying the respective municipalities 
and being obligated to perlorm the requisrte repairs in an adequate and immediate manner. 

Article 98: Expenses incurred in the removal, relocation and reinstallation of electric 
installations wnCn must be executed as a resurt of works for oeautidication. paving and, in 
general, for reasons of any kind musi be borne by those involved and/or wno give rise 
thereto. 

Article 99: The studies, plans and work for the installations necessary for the provision
 
of Public Eectnc Utility services must be camed out in compliance with the requirements
 
stated in the National Electricity Code and other Technical Standards.
 

Article 100: Once a year. in a manner and on an occasion as specified in the
 
Regulations, a representative survey of users for a concession will be performed in order to
 
assess the quality of the received service.
 

TITLE VII 

SUPERVISION 

Article 101: The following is subject to supervision by the Ministry of Energy and Mines: 

a) Corvliance with all obligations of concession holders as estabished in the present Law, 
the Regulations and the respective concession contract; 

b) Other aspects relating to the pmvi.3on of Public Electric Utility service; 
c) ComfnCan8 with the tCrms of the present Law. 

The reguilikm shall establish the procedures and standards for supervision. 

Article 102: The Regulations shall state the penalties and/or fines for noncompliance 
with and violations of the present Law. 

The income obtained therefrom shall constitute resources owned by the Ministry of Energy 
and Mines. 

Article 103: The municipalities shall notify the Ministry of Energy and Mines of 
interruptions or alterations occurring in service, as well as defects observed in the 
preservation and operation of installations. 

Page 16 



TITLE VIII 

GUARANTEES AND MEASURES TO PROMOTE INVESTMENr 

Articie 104: Once recorded in the Public Registries. the concession contracts constitute 
law oetween tne panies. 

Article 105: Cancellation of a concession for reasons other than those stated in the 
present law must be compensated incash on the basis of the Current Value of Net Flow of 
Future Funds which the concession generates for its proprietor, using the Inflation. 
Adjustment Rate established in An. 79 of the present law. 

Article 106: Concession 1oldrs,6%. well as the companies dedicated exclusively to the 
activities of generating, transmiminand istributing electmc power, snail have the following 
ngnts: 

a) 	 Division into up to 36 monthly installments of the Ad Valorom CIF fees on the importing 
of capital goods for new proiects, expressed in foreign currency. 
By Supreme Order as drawn up by the Ministry of the Economy and Finance in 
association with the Ministy of Energy and Mines. the interest rate aoplicable to this 
division snail be established, along with the term for payment of the first instaulmetm from 
the nurroenng of the respective Import Declaration, as well as the other terms for its 
application: and 

b) 	All guarantees of the Rules and Standards governing Juridical Stability, Tax Stability and 
free availability of currency to domestic and foreign investors as referred to in the 
Legislative Orders Nos. 662. 6W8 and 757. 

Article 107: The holders of concessions and companies dedicated to the ac±~ities of 
generating (power), in accordance with the present law, which use energy and natural 
resources obtainable from hydrauic and geothermal sources in this country, snail be required 
to pay the state a single remuneration for said use, including the payments established 
under Executive Order M.. 17T77'2 and its regulatory and supplementary provisions. 

The tariffs for this remuneration shall not be greater than 1% of the mean energy pnce at the 
generation level, calculated in acorance with the procedure stated in the Regulations for 
the presem Law. 

TITLE IX 

USE OF PUBBC PROPERTY AND PROPERTY OF THIRD PARTIES 

Article 108: When a hydraulic resources assigned for a given purpose must be used for 
electic power generation, or vice versa, the rights of the first must not be atfected. In such 
case the admrunistration of the hydraulic resource snail be conducted jointly by all those who 
use it for different purposes. 

Article 109: Holders of concessions, subject to the provisions established in the 
Regulations. are authorized: 

a) 	To use, gratis, the soil, subsod and areas of public roads, streets, plazas and other State 
or Municipal property, as wel as to cross rivers, bndges, railways, electric lines and 
communications lines: 
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t) To cut trees or, their orancnes close to the overnead owe( lines ano that may cause 
damage to the installations. suolect to onor permission from the cognizant authority; ano 

c) To place supports or anchorages in the facades of buildings, and poles in front ot them. 

In these cases the concession molder must redress the expense of restonng the atfectec 
areas. 

Article 110: Easements for the occupation of puolic and private property snail be 
constauteo solely in accoroance with the terms of the present law. 

The easements may be:
 

a) For aqueducts. dams and hydroelectnc facdities:
 
b) For power lines to establish transformer substations, transmission lines ana distribution
 

lines: 
c) For occupation of pnvate property indispensable for the installation of distnbution 

substatons for the Electnc Power Uldity; 
d) For telecommunications systems: 
e) Right of way to construct access ways, and 
f) Right of way for maintenance, preservation and repair of facfities and installations. 

Article ill: It is up to the Ministry oi Energy and Mines to impose, on a compulsory 
basis. the establishment of easements inaicated by this law. as well as to modify those 
already in existence. To this end the Ministry inust give a heanng to the owner of the serent 
estate, in accoroance with the administrative procedure established in the Regulations. 

It the easement is imposed or modified, the means to be adopted in order to avoid the 
dangers and inconveniences of the installations associated therewith must be spec fied. 

Artl.e 112: The right to establish an easemeit under the presant law entails an 
oblf.i;on to pay indemnidication for the loss or damae it causes. and to pay for the use of 
the encumbered property. This indemndicatior shall be set by agreement of the parties: 
othemse t shaH be set by the Ministry of Energy and Mines. 

The holder of the easement shall be obligated to build and maintain all necessary 
estate shall not suffer damage or loss because ofappurtenances in order that the servemnt 

the easement. In addition, it shall have the right of access tn the necessary area of said 
estate for purposes of guarding and preserving the installatons for which the easements 

proceed with due caution so as to prevnt damage and loss,were established, and must 

remnarw suOReK !o the applicable civil liability.
 

Article 113: If the easement is estabfished for the purposes of the generation of electnc 
powm, facdties and instaHations required for the water supply may be affected by easements 
for actbvties other than those for which they were intended only if it is fully proven that the 
new easement wil not cause prejudice t to the purposes of service. In this case, it zhall be 
the duly of the holder of the new easement to pay the expenses necessary in order to make 
this posse, and the corresponding compensations to the owner of the aqueduct, for the 
use 01 sarie. 

A tlcle 114: The easement for a power line and telecommunications installations 
corlers on the concession holder the right to lay lines by way of posts, towers or by 
uroerngrOd conduit across the properties, and to occupy the land of same as necessary for 
tranrimef suostations and for personnel housing. 

areas, the power line easement cannot be imposed on buildings, patios andIn ulbmn 
gardoens. 
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Article 115: The establishment of a power line easement ooes not orevent the 
oropnelor of the servient estate from enclosing it or building on it, providing that the 
construction is not performed under the nigh.votagp kne and wihin its zone of influence. an 
that means are left free for the maintenance and repair of tie power line, observing the 
minimum safety distances established in the National Elecicity Code in this regara. 

Article 116: The Ministry of Energy and Mines may impose. in favor of holders of 
concessions and on petition from them, a temporary occupancy easement on State lands. 
lands of municipalities, or of entities under State or private ownersni. intended for 
warehouses. matenal storage, positioning of a poie line or any.other service that may be 
necessary for construction of the facilities. 

The temporary occupancy easements give the proprietor of the servient estate the right to 
collect payment of indemnldications and compensations as established in he present Law 
and its Regulations, dunng the time necessary for execution of Ite work. 

Article 117: The easements for cableways. access paths and telecommunications 
installations for purposes of the service shall be established subject to the terms of the 
present Title insofar as they are applicable. 

Article 118: Once the airrunistrative decision establishing or modifying the easement 
has been granted or put into execution, the concessin holder must pay directly, or place in 
ludical deposit in favor of the proprietor of the sennent estate, the amount of the respective 
valuation, before initiating the tacilies and astaltions. 

The judicial appeal against the administrative vakuation must be filed within thirty (30) days 
after payment or depositing, and shall only give the right to collect a readjustment of the 
indicated amount. 

Once payment has been made, the Ministry of Energy and Mines shall give possession of 
the required pan of the servent estate to the applying concession holder in order that it may 
carry out the purpose for which the easement was established. 

In the event of opposition by the propnetor. governor or manager of the servient estate, the 
concession holder may exerctce the granted nght wih the assistance of police power, w~hout 
prejudice to the right to initiate any legal proceedings that may nave been occasioned. 

ArtIcle 119: The Ministry of Energy and Mines, at the request of a party or ex officio, 
shall declare extinction of the established easements when: 

a) Whoever requested the eas ment does not carry out the respective installations or works 
within the period indicated when same was i1mos: 

b) The owner/governor/manager of the servient estate demonstrates that the easement 
has gone unused for more than twelve consecuivr' months: 

c) Wlho4A prior authorization, the easement is used for a purpose other than that for which 
itwas requested: and 

d) Upon termination of the purpose for which the easement was established. 

TITLE X 

SUPPLEMENTARY PROVISIONS 

Artlice 120: In cases of public calamity, civil unrest and/or disturbance. the State may 
grant both concession holders and the companies dedicated to the activities of generating, 
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transmrtting and distnuting elecnc power tne necessary assistance to ensure orotection of 
the tac4itdies and fisallations in order to guarantee continuity of their operation. 

Article 121: The supplying of electnc Dower having the character of a Public Electric 
Utilit that oos not reguire a concession may De cameo out by natural or luridical persons 
unoer a permit gramed by the Municval Councils in each case. who snail set the conoitions 
of supply by joint agreement with the users. 

Notwithstanding the above, owners may recuest the Minister of Energy and Mines to grant a 
concession for tme conduct of these activities whtm the terms.ot the present Law and 
Regulations. 

Article 122: The activities of generating, transmitting over the Main System and 
distnbution of eloctnc power may not De carred out simultaneously Dy the same owner 
excerA in those cases as provided under the present Law. 

Article 123: The appended definitions corresponding to terms of the present Law 
constitute an integral pan of same. 

TITLE XI 

TRANSMIONAL PROVISIONS 

ONE Within ninety (90) days after the effective date of the present Law, the COES in the 
North Central (Sign) and Soumnwestem (SISO) Systems shall be established and take up 
their funcmins. 

TWO The supply contracts which cease to be regulateJ by virtue of the present Law. as 
well as inter-cormany energy purchase and sale contracts, must be brought into compliance 
with the terms of the present Law in accordance with tie procedure established for this 
purpose by the Ministry o. Energy and Mines, within no less than one hundred twenty (120) 
calendar days from its effective date. 

THREE The Electnc Tariffs Commission shall continue to set electric power tariffs in 
accordance with the current mechanisms and methods, until such time as the tariffs must be 

rougnt into coormonmty with the critena established under the prasent Law. 

FOUR All companes currently performing distribution oi Public Electric Utility service shal 
have provisional concitssions for distribution which shall cover their existing distribution 
installations and a strip one hundred (100) meters wide around them. The maximum period 
to arrange for a fhial concession and the determination of its respective New Replacement 
Values sW be three hundred sixty (360) calendar days, counting from the effective date of 
the present Law. 

FIVE Public Electric Utility enterprises including the North Central (SIGN). Southwest 
(SISO) and Southeast Systems mu" take the legal, administrative and economic steps to 
divide up the activities of generation, transmission and distribution into independent 
entermse. obsem the terms dictated to this effect by the Ministry of Energy and Mines. 
These steps shal be taken within a maximum term of one hundred eighty (130) calendar 
days from the effeciive date of the present Law, exempt from any tax or fee that might bi 
applicable. 

SIX.. At-crmMEs performing activities of generation, transmission and distribution,
includling selt..pr,,xucar wno require a concession or authorization in accordance with the 
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terms of the present Law. musl ome into compliance therewrth within aerm of three 
nunoreo sixty (360) calendar days from its eiecive date. 

SEVEN In emergency situations or dunng severe deficiencies of service, the Ministry of 
Energy ano Minas, oy a Ministerial Decision, may empower the Directors of the comoanies in 
which me State may hold a majority interest. to take corrective actions to overcome such 
situations. 

EIGHT Tha Electric Tariffs Commission must be restructured in accordance with the 
terms of the present Law, within a maxi'num term of sixty days from the effective date of the 
present Law. 

The mernbers of the Board of Directors of the Electric Tariffs Commission. wno must be 
appointed on proposal by the holders of concessions. sn3l be provisionally designated on 
proposal from the current Public Electric Utility companies, for a term of not more than inree 
hundred sixty (360) days. 

NINE The Regulations and Technical Standards in effect on the date of promulgation of 
the present Law snail continue in effect unless they are in conflict herewith. 

TEN The Ministry of Energy and Mines is empowered to dictate the supplementary legal 
terms to standardize compliance with the terms of the present Law by natural ana jundical 
persons who currently perform activties of generating, transmitting and distributing electric 
power. 

ELEVEN The compensations for energy rationing specified under Art. 57 of the present
Law snail take effective as of July 1, 1994. 

TWELVE The Executive Branch shall issue the Regulations for the present Law wit hin
 
ninety (90) calendar days after the date of its promulgation.
 

THIRTEEN The State-owned companies holding concessions for distnbution of Public
 
Electric Utility service shall continue to be covered by the terms of Article 1 of the Executive
 
Order No. 25546 until the transfer to the private sector of all or pan of their shares or assets.
 

FINAL PROVISION 

The following are repealed: Executive Order No. 009-92-EM. Consolidated Text of the 
General Law on Electricity, Law No. 23406. its supplements and amendments. Legislative
Order No. 597, Law No. 25304, Legislative Order No. 649, Legislative Order No. 693,
Executive Order No. 25651 and other terms of law in oppostion to the present Law. 
Done at the President's House in Lima, on the sixth day of the month of November, one 
thousand nine hundred ninety-two. 

ALBERTO FUJIMORI FUJIMORI, Constitutional Presiert of the Republic 

OSCAR DE LA PUENTE RAYGADA. President of the Cabinet, Minister of Foreign Affairs 

VICTOR MALCA VILLANUEVA. Minister of Defense 

CARLOS BOLONA BEHR, Minister of the Economy and Finance 

JUAN ORIONES DAVILLA, Minister of the Interior 
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FERNANDO VEGA SANTA GADEA. Minister of Justice 

VICTOR PAREDES GUERRA, Minister of Heath 

ABSALON VASQUEZ VILLANUEVA. Minister of Agriculture 

JORGE CAMET DICKMANN, Minister of Industry, Domestic Commerce, Tourism ano 
Integration 

DANIEL HOMAKA TOKASHIKI, Minister of Energy and Mines 

AUGUSTO ANTONIOLI VASCUEZ. Ministry of Labor and Social Promotion 

ALFREDO ROSS ANTEZANA, Minister of Transport, Communications. Housing and 
Constvcon 

JAIME SOSERO TAIRA. Minister of Fishenes 

ALBERTO VARILLAS MONTENEGRO. Minister of Education 

MAXIMO MANUAL VARA OCHOA. Minister of the Presidency 

THEREFORE: 

I order that this shall be published and obeyed. 

Lima. November 6. 1992 

ALBERTO FUJiMORI FUJIMOR, Constitutional President of the Republic 

OSCAR DE LA PUENTE RAYGADA, Presdent of the Cabinet, Minister of Foreign Affairs 

CARLOS BOLONA BEHR, Minister of the Economy and Finance 

APPENDIX TO THE LAW ON ELECTRIC CONCESSIONS 

1. 	Bus: The pont of the electric power system prepared to deliver and/or draw electnc 

2. 	 Block : Periods of hours in which the costs of generation are similar. determiimed 
as a knCtn of the technical and economic charactenstics of the systems. 

3. 	Cog of Ralkming: The mean cost incurred by users when energy is not available and 
must be obtained rom alternative sources. This cost shall be calculated as a single 
value and shagl be representative of the most frequent deficits that may occur in the 
ekectc power system. 

4 	. Mea Coat: The total cost corresponding to the investment in, operation and 
mastenancx of an electric power system under efficient conditions. 
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5. 	Short-Term Marginal Costs: The cost incurred to produce one additional unit C? 
energy, or altemativey, the saving obtained by ceasing to produce one unit. considering 
the demand and the avadable fleet of generating equipment. 

6. 	Firm Energy: The maximum anticipated production of electric Dower under dry
hydrology conditions for rlyoroelectnc generating units. and anticipated conditions of 
unavaiiabity for thermal generation unns. Dry hydrology corresponds to a season wnose 
prooabilrty of being exceeded snag be set in the Regulations. 

7. 	Weighting Factors: The values representing the proportion of each Typical Distnbution 
Sector m a distribution coesson. The sum of the weightina factors for a concession is 
equal to one. 

8. 	Unregulated Market: Corresponds to the electncity transactions for non-Public Electnc 
Utility clients under competitive conditions, in which the setting of prices is not regulated 
or settle by Law. 

9. 	Marginal Energy Losses In Transmission: The energy losses that occur in the 
transmission system by the drawing of one additional unit of energy at a given Bus of 
the Main Transmission System. 

10. 	 Marginal Peak Power Losses In Transmission: the power losses that occur in the 
Transmission System by the drawin of one additional unit of power at a given Bus of 
the Main Transmission System. 

11. 	 Reference Plan: The tentative program of studies and minimum-cost generation and 
transmssion facilities to cover the growth in energy demand over the medium term. 

12. 	 Firm Power: The power that each generator unit can deliver at peak hours with high 
reliability, with a prooabiiity greater than or equal to that defined in the Regulations. For 
eacn COES the sum of the firm power of its members must not exceed the maximum 
demand of the interconnected system. 

13. 	 Typical Distribution Sector: These are distribution installations with similar technical 
charactenstics as to the geographic distribution of load. technical characterstics, as well 
as costs of investment. operation and maintenance. A concession may consist of one or 
more Typla Distribution Sectors. 

14. 	 Economically Adjusted System: An electric power system in which a balanced 
relationship exists between energy supply and demand, achieving the lowest cost and 
maintaining quality of servm. 

15. 	 Interconnected System: Sel of transmission lines and electnc substations connected 
together, as well as their respective load distnbution centers, which permits transfer of 
electric power between two or more generating systems. 

16. 	 Main Transmission System: The part of the transmission system shared by the set of 
generators of an Interconneced System. permittng the exchange of electncity and free 
commercalization of electric power. 

17. 	 Secondary Transmission System: The pan of the transmission system intended to 
transfer electncity to a distiutor or end consumer from a Main System Bus. Also part of 
this system are the installations necessary to deliver electricity from a generating plant to 
a Bus o' the Main Transission System. 

18. 	 RISK-FREE RATE: Rate of yield on capial for operations in financial brokerage systems 
for low captal-nsk conditions. 
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LAW REGULATIONS FOR ELECTRICAL FRANCHISES
 

TITLE I 

GENERAL PROVISIONS 

Article 1: Use of the terms 'Law,' *Regulations.' *Department." *Management,' and 
"Commttee', will refer to the Law for EJectrical Franchises. Law Regulations for Electrical 
Franchises. Department of Energy and Mines, General Management of Electncity, and 
Committee of Electncal Fares. respectively. 

Article 2: 'Power limits." mentioned in Article 2 of the Law, will be determined to be a 
value equwvalent to 20% of the maximum demand of the dLstibution franchise, up to 1,000 KW. 

Power limits for Pach franchise will be determimed in the respective franchise contraCL 

The Department will update por limits for each franchise and the maximum amount indicated 
in the first paragraph of this article every four years by departmental decision. The Department 
vill make such updates at the same time itdtermines distribution rates. 

Article 3: No generation or distribution entity will be entitled to keep the property of a 
Secondary Transmission System if this system were pan of the Main System in the quadrmnnwm 
revion specified in the last paragraph of Article 132 of these Regulations. 

Article 4: The demand referred to in clause (c) of Article 3 of the Law is the added demand 
of all connected services which will be operated by one distribution enterpnse. 

Article 5: If a service demand exceeds the limit established under clause (c) of Article 3 of 
the Law, the holder will incorporate the franchise ratio within 180 calendar days from the demand 
registration date arid under the procedures established in the Law and Regulations. 

Article 6: Entities wtich exclusively develop the generation activities with authionzation will 
have the same rights and benefits as the concessionaires and the obligations determined by 
clauses (c), (d). (e), (0. (g) and (h) of Articles 31 and 32 of the Law. 

Article 7: The Department will establM a public Electrical Franchises Record which will 
contain all data related to franchise application forms. approvals, resignation, and expiraon as 
well as the encumbrances, acts, and contracts which might affect them. 

Standards in registrations under Law, Regulations, or Record must meet ngorous compliance 
order of presentation and oc.wrue. 

The Management will be in charge of the Record and will determine the number of books, mode, 
requirements, and content of the recorded entries. Management will also dictate the respective 
internal operational regulations. 
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Article 1: ACtivrty holders mentioned in Artide 7 of the law wiii inform Management 

regaming the following items: 

a) Installed power. generation tension. and equipment site for installation of electcal energy 

generator groups.
 
For hyroeiectnc generation. acivity holders will submit a general site plan in a 1/5.000
 

scale.
 
b) The nomnal tension, transortation capacity, line length, unifilar diagram. general site plans 

ina 1/10.000 scale, and the substations' characlenstics for transmission systems: and. 

c) Number of users and networK and substations' general plan.ms in a 1/2.000 scale, indicating 

the principal technical charactenstics for distrnoution systems. 

"'J e 9: Judges of the Republic's Capital City are the only competent authonty to address 

all national legal matters and franchises approvals. 

Article 10. The President or Vice-President of the Republic. State Departments, the 

Legislature, State Governors. Mayors. Department and Committee officers and employees are 

prohibited from applying for -nd acquiring franchises or authorzations, directly or indirectly, 

through a partnership or as i: individual. This article appties to family members up to second 

degree generation. 

Article 11: The prohibition mentioned above does not include nghts obtained through 

inheritance or legacy or those brought to the mamage by the non-disqualified spouse. 

ELECTRICAL TARIF COMMISSION 

Article 12: The Committee. according to Article 10 of the Law, is an independent technica 
wed as the economic and administrativeorganization, from the operational point of view as 

related to Nationalaspects Thus. it is not suect to Public Soor norms, excpt for the ones 

Control System. 

should develop their oligatons with independent andArticle 13: Committee members 
tectowca judgm by stnct observance of the Law and Regulations. 

is in charge ofArticle 14: The Committee consists of a Board of Direors,. which 
Managwent operations, and an Executive Secretary, who is in charge of support. techlnical, and 

adminstrative operatimns. 

The Commitlee is represented by a President who should be preset on full-time basis. 

A1cle IS: The entities mentioned in Article 11 of the Law will each propose three 
select thecandidam for the Committee's Board of Directors. The Energy and Mines Minister wl 

Diretor from this list of candidates. The Director will be assigned by Supreme Resolution and 

approved by the Board of Ministers. 

Article 16: In addition to the requirements mentioned in Article 12, members of the 

Commtee's Board of Direcors must have management expernece of no less than five (5) 

yearsmiwl-known national or international organizations or must possess an accredited degree 

in Economics or Administration. 
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Article 17: The Board of Directors may terminate a Direor for cause. The Boara wiil 

announce the vacancy to the Department and the proposing entres of the Committee. The 
Boara will assign the person wno will complete the penod pursuant to the procedures provided in 
the Law and Regulations. 

Article 11: Regular compensation of the members rif the Committee's Board of Directors 
will be determined by Supreme Resolution and countersigned by the Energy and Mines Miniser. 
taiung into account the following considerations: 

a) High professional qualification and enterprise experience which are demanded by the Law 
and Regulations: 

b) The imponance of technical and economic decisions adopted by the Commrttee: and 
c) The resources provided by the Law and Regulations. 

Article 13: All members of the Board of Directors will receie a regular monthly payment. 
Due to the nature of the job and its exclusive dedication, the President will receive an extra 
monthly payment equivalent to three regular monthly payments. 

Members of the Board of Directors who have been assigned specific activities which reauire full. 
tame dedication wil receive, pursuant to Article 16 of the Law. an additional bonus dunng the 
penod of time they are in charge. This bonus in any month should not exceed the equivalent of a 
regular monthly salary. 

Article 20:. The Committee's Executive Secretary wil have a maximum of ten (10) 
employees, and five (5) of them should be highly qualified professionals. Work regulations for 
the personne will be generated by Law 4916. its amendments, and modifications, such as all 
legal dispositions related to workers in pnvate entities: this preision does not appl y to pay 
levels, raises, and/or bonuses established by the Executive Power for all Public Sector entities 

Article 21: Personnel remunerative levels of the Committee's Executive Secretary will be 
established in relation to those governing in the distribution concessionaire enterprise of the 
Republics Capital City. The Executive Secretary will have a General Manager leve'. 

Article 7-L In addition to the obligations mentioned in Article 15 of the Law, the Board of 
Directors til: 

a) Adfust the discrepancies about the compensation determination for the Secondary 
Transmisswin System and distribution installations: 

b) Approve the new replacement value for distrbution and tirat5 on installations: 
c) Request studies to determine the discount rate mentoned inArticle 79 of the Law;, 
d) Apprv the Committee's Final Report and Genea Balance. 
e) Appmv, the personnel pay levels of the Commitee's Executive Secretary: 
f) Delermme the rationing cost mentioned in definition 3 of the Law appendix: 
g) EstaMb the theoretic factor of unavailability of the eedtncal system generating units 

meioned incause () of Article 47 of the Law; and 
h) 1mm complementary general instructions for rate applicability. 

Atck 23: In addition to the obligations mentioned in Article 18 of the Law, the Executive 
Secretary wil: 

a) Calculate the rationing cost mentioned in clause (f) from the previous article: 
b) Evaluate the theoretic factor of unavailability of the eleical system generating units 

mioned inclause (g) of the previous article; 
c) Develop a summary ss mentioned in Article 81 of the Law; and 
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d) 	 Develop the Committee's Annual Final Report and provide it to the Board of Directors for its 
consideration. 

Article 24: The Board of Directors will hold at least two monthly sessions. The sessions 
reauire a quorum of three direcors. except for sessions whose main Subject is rate 
determnation. revision, and modification: a ouarum at sucn sessions will be four directors. 

Decisions will be made by majority vote. Ties will be broker by President's vote. 

Deliberations and agreements from the Board of Direcors will be recorded in a notarized minute 
book and will be signed by all directors present in that session. 

Article 25: Commrttee's resolutions which determine, revise, or modify rates will be 
published once in the official newspaper 'El Peruano' within the penud of time stated by the 
Law and the Regulations. 

Article 26: All enterprises involved in elecrical ac:ivities: users: and regional, local, and 
federal authorties will comply with Commrttee resolutions when applicable. 

Article 27: The Committee's budget wil be sufficent to fully accomplish the obligations 
mentioned by the Law: subject to the procedures and general dispositions regarding Pulc 
Sector independence in Artice 10 of the Law. 

When the Commitee's budget is not completely used, the remaining amount will be kept as 
reserve for the net pienod. 

Article 28: Before October 15th of every year. the Committe, wfi! present its annual budget 
to the Department for the next penod. The annual budget must be passed before Novemr 
30th. The budget wU be automatically renewed, if the term mentioned above expires. 

TITLE If 

FRANCHISES AND AUTHORIZATIONS 

Article 23: Applications for temporary or permanent franchises, authonzation forms, and 
other applications will be presented to Management according to the administrative procedures 
established by the Department and pursuant to the Law and Regulations. 

TEMPORARY FRANCHISE 

Article 30: Applications for a temporary franchise must be presented with the following data 
and mqukei s: 

a) Petitioner's identification and legal address:
 
b) Final descnrive record of preliminary design and general plan:
 
c) Copy of the auihonzation for the use of Nation's natural resources, if applicable:
 
d) Speadfc requuument of easement under thiM party assets:
 
e) Study's desciption and completion schedule;
 
f Study's estmated cost: and
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g) 	 Current guarantee dunng the requested franchLe term in an the amount eguivaient to 1% of 

the study's estimated cost, up to 25 ITU. 

Article 31: VVithin five (5) calendar cays of the aoplicai,on's presentation and venfication 
that the form compies with the requirements established under the previous artice, 
Management will aamit it and publish it in the official newspaper 'El Peruano' on two (2) 
consecutive calendar clays. Publication costs will be paid by the interested party. 

Article 32: When several applicants present applications for the same temporary franchise 
to Management within ten (10) calendar days from the first applicant's last publication. 
Management will give pnonty to the one who offers the best technical and economic conditions. 

Ifgeneration applicants offer equal conditi;r.,. prin,y "I; be .waied to the applicant who had 
previously presented the request for using the Nation's natural resources. 

Article 33: The temporary franchise file will be evaluated by Management in order to 
determ,,ne its feasibility. The application form must be analyzed through Ministenal Resolution 
within a maximum of thirty (30) calendar days after submission. 

Management may request completion and/or clarification of the presented information to issue 
an opinion. To comply with this request. appndam wi have ten (10) calendar days from receipt 
of the notification. If the applicant does not comply, the application will be considered void. 
Management will rescind the given guarantee. 

Article 34: Possible oppositions to the temporary franchise applications must be presented 
within five (5) calendar days from the application's last publication. Oppositions must be 
presented along with supportve documents and the guarmntee requested in clause (g)of Article 
30 of the Regulations. 

Management must resolve the dispute through Direconal Resolution within five (5) calendar 
days from the day the dispute was presented. 

Any party may appeal the Dlreconal Resolution before the Department within five (5)calendar 
days from receiving the notification. 

As the final administrative step, the Department has a maximum terTn of five (5)calendar days 
from the presentation date to make its deciasbo abot the appeal. The Department will issue the 
Ministerial Resolution. 

Ifopposition isdeclared futile. Management will discharge the guarantee given by the opponent. 

Article 35: A temporary franchise may be renewed for anew penod. but only if the applicant 
could not have finished the studies on time due to unforeseen circumstances. 

To renew, the applicant must give to Management a supporting declaration as well as a new 
guarantee thirty (30) calendar days before the expiration date. 

The rnewa will be determined by Ministerial Resolution within a maximum term of thirty (30) 
calendar days from the presentation daie. If during that penod of time there is no 
pronouncement, the renewal vill be automatically appmved. 

Article 36: Management will rescind the given guarantee if the term for a temporary 
franchise or its renewal expires and the concessaMnaM failed to comply with the obligations 
contracted in his/her application form in reference to the development of studies and the 
compliance schedule. 
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Ministenal Resolutions related to temporary franchses' issuance and renewal will be Published 

only once in the official newspaper 'El Peruano.' 

PERMANENT FRANCHISE APPLICATION FORM 

Article 37: Applicant for a Permanent franchise will comply with Article 25 of the Law by 

providing legal address and a supporting declaration for the guarantee mentioned in clause (1)of 

Article 25. The guarantee's amount will be equivalent to 0.2% of the proect's budget, up to 50 
ITU. 

The exDiretion date of this guarantee will be extended until the subscnrption of the corresponding 
permanent franciLse. 

Article 38: Management will study tre present a plication form and will issue a report within 

the next five (5) calendar days. 

Article 39: After evaluating the application form. Management wil notify the applicant within 

seven (7) calendar days if the applicant needs to provide morn information or correct a defect 

and/or omission. This notice will be recorded in the EJectrical Franchises Record. 

Article 40: If the applicant does not provide that information required by Management or if 

the presented information is not enough. Management will deny the application form, notify the 

and note the disposition in the Record. After denying the application,applicant in writing, 

Management will discharge the applicant's guarantee.
 

Article 41: If the application form is accepted. Management will notify the applicant and 

register the notice in the Record. which will be published acording to Aticle 25 of the Law within 

three (3) calendar days from the acceptance date. 

COMPETITION PROCEDURES FOR APPUCATION FORMS 

Article 42: If new application forns were presented for the same franchise within the period 

of time indicated under Arlicle 26 of the Law, Management will proceed as follows once the 

penod of time expires: 

a) Notify all applicants within the following five (5) calendar days and 
b) Determine which competing application forms are valid for admission according to Articles 

37 to 41 of the Regulations. except for the publication provisions in Article 41. 

Article 43: After evaluating the competing applict -linforms, Management will select the 

beg one, taking into consideration the following judgments:. 

a) The best use of natural resources: 
b) The greatest efficiency in the investment: and 
c) The snonest term for finishing the construction. 

If the conditions are the same and the applications are otherwise equal. Management will give 

pinorty to the applicant who has previously been a temporary franchise holder and was in good 
standing with his/her obligations. 
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OPPOSTON PROCEDURES
 

Article 44: Oppositions to the requested franchise may be presenteo Yithin fifteen (15) 
calenaar days from the last publication date. Presentation time ornd date will be written in the 
Record. 

Article 4.5: Oppositions must be presented along with valid documents and a guarantee 
equivalent to the same amount mentioned in Article 37 of the Regulations; the guarantee must 
be valWI until the opposition's definitive resolution. 

Article 4: Once the term established under Article 44 of the Regulations expires, the 
opposition must present documentation supporting his/her rights within ten (10) calendar days. 

Article 47: If the applicant agrees with the opposition within the period of time indicated in 
the previous article. Management will reresolve the opposition on the merits of the performed 
studies within five (5)calendar days. Management will discharge the guarantee of the applicant if 
the opposition is declared admissible. 

Article 48: Management will commence a trial regarding the opposition within eight (8) 
calendar days. This period could be prolonged to eight (8) additional calendar days: if necessary, 
a further edensamn no longer than eight (8)calendar days would be possible. 

Evidence must be submitted within the first four (4) calendar days and processed within the next 
four (4) calendar days remaining in the probation period or its extensions. If during the first four 
(4) calendar days of the probation period, one of the parties offers evidence, which has to be 
refuted by the other party, evicence could be presented within the next four (4) calendar days. 

Costs involved in processing the evidence will be paid by the offering party. 

Article 49: Management's resolutions. communications, and determination regarding 
opposdion procedures are unappealable, except those denying evidence which could be 
appealed before the Department within five (5) calendar days from notification. 

Ministerial Resolutions are unappealable in the administrative proceedings. An appeal does not 
interupt proceedings regirding other evidence. 

Artic;e S0: When evidence presented by the parties is evaluated. Management will resolve 
the opposdion wdhin five (5)calendar days through Directorial Resolution. This Resolution could 
be appealed before the Department within five (5) calendar days from notification. 

As a lM resort, the Department will resolve the appeal within five (5) calendar days from 
presenUti and will issue the respecive Ministerial Resolution. 

Ifthe opposition is declared inadmissible, Management will discharge the guarantee given by the 
opponr 

Article 51: Time involved in proceedings and processing the applicant's and oppositions' 
competing application forms will not be taken into consideration for the purposes mentioned In 
Article 28 of the Law. 

AWARDING OF PERMANENT FRANCHISE AND CONTRACT 
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Article 52: If there was no opposition or if the opposition was resoived in favor of the 
applicant in the aoministrative proceedings. Management will evaluate the application form to 
determine its legal basis. 

Article 53: The Supreme Resolution awaroing the franchise must be issued within the 
penod of time mentioned in Article 38 of the Law. The Resolution will assign the official wno 
would have to be present while entenng into a contruct in the name of the Nation and will 
indicate the penod of time for acceptance of Itby the applicant. The penod of time could not be 
longer than ten (10) calendar days from notification. 

The resolution must be transmitted to the applicant withn five (5) calendar days following its 
issuance, and it will only go into effect if the applicant accepts it wth a written note within the 
penod of time herein indicaaed. 

Article 54: The Department will publish the Resolution of franchise award only once in the 
Official newspaper "EJ Peruano" within five (5) calendar days from award. 

Article 55: In addition to the requirements of Article 29 of the Law, the successful applicant 
must deposit in trust the following: 

a) A lescnption of the method of fulfilling technical conditions: 
b) Acknowedgment of *power limit* as provider of Public Electncal Service for distribution 

franctses in accordance with Article 2 of the Regulations: 
c) A guarantee for an amount equivalent to 0.1% of the construction budget valid until 

construction is finished and accepted. 

Whenever applicable, the established guarantee will be reduced in accordance with Article 37 of 
the Regulations. 

The applicant must deposit the guarantee in the Department along with the written notice of the 
Resolution awamding the francise. 

Article 56: The franchise's holder will pay the expenses involved in the respective public 
document and will provide to the Department a wilness of this public document The 
corresponding resolution's text will be included in the public document. 

Article 67: Guarantees mentioned in clause (g) of Article 30, Article 37, and clause (c) of 
Article 55 of the Regulations will be given through a letter of guarantee issued by a financing or 
ensuring entity that operates in the country. 

The concessionaire may request partial rlehse for the given guarantee as the construction 
progresses, i.e.. when 25%, 50%, and 75% of constrction is completed. Management must 
evaluate and approve the construction's progress before releasing the guarantees. 

FRANCHISES AND AUTHORIZATIONS OF HOLDERS' OBLIGATIONS 

Article 58: %..thonzationconcessioa nd holden must present monthly to Management 
the folWig: 

a) Production information: 
b) Commercai information: and 
c) Power and energy losses. 
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Management will establish the formals and tecnological means which snould be used Dy the 
enterpnses to suomit that information according to the activty involved. 

If other entities require that information, they must requeSt 0 only from Management: only the 
juncical. financial, and taxation autnorrues are relieved of this requirement. 

Article 59! The a.Ljthnrtaiol.hders and concessionaires which have regulated onces must 

present to the Committee, within thirty (30) calendar lays Fom the tnmester closure, the 
following information: 

a) General balance:
 
b) Inflow and Outflow money listed by category;
 
c) Flow of funds: and
 
d\) her appropnate information.
 

In addition. 2:udh , zation..ftaers and concessionaires must also give to the Committee, within 
the first twenty (20) calendar days of the month of April of every year, the financial status of the 
previous years acivity wnich will be properly prepared by a legal adviser. 

The Corr.mrttee will determine the format and technological way which should be used by the 
enterpses to suinTit that information. 

Article 60: Pursuant to the applicant's proposal, the Department will establish the franchise 

zone limits for ditnbution concessonaires of Public Electrical Service at the moment of giving 
the permanent franchise. 

Franchise zones will be determined 6~y the geographic area occupied by the entitlements or 
urban centers where networks exist or could be established, plus a stnp of a minimum v,d'tt of 

100 meters around them. 

Artcle 61: If a distribution concossionaire has completed the amendments mentioned in 
Article 30 of the Law, the agreement will be modified through the following procedure: 

a) 	 The concessionaire will present the respective application form to Management along with 
plans, final descriptive report, technical specifications, measurements, and the cost of the 
finished amendments: 

b) 	 Management may request to the concessionaire, within five (5) calendar days from the date 
the application form was presented, more information which should be suomritted within the 
next five (5) calendar days; 

c) 	 Management will determine the modifications to be incorporated into the franchise contract. 
These modifications WI be included in the Supreme Resolution which should be Issued 
within thirty (30) calendar days from the applicztion form presentation date. The 
concessionaire will receive notice of that resolution and Management widl publish only once 
in thw Official newspaper "El Peruano" within five (5) calendar days from issuing; and 

d) 	 Approved modifications will be formalized in an addendum to the contract, which becomes a 
pubk document according to Article 56 of the Regulations. 

Article 62: If there were discrepancies regiaming transmission capacity or requisd 
amendments among the users and the transmission concessonaires for utilizing the 
transmission systems mentioned in Article 33 of the Law, this discrepancy will be resolve by 
arbitration. 

Investments made by users will be refundable acconring to Article 84 of the Law. 
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Every year in the month of June. Management will verify the term of contracts
Article 63: 

mentioned in clause (b) of Article 34 of the Law. To enaole Management to compiy ,,th this 

must pesent to Management copies of supporting
the 	cisinbution concess4onairesprovison, 

aocuments before June 30th of eacn year. 

(c) 	of Article 34 of the Law. the aistnbution 
Article 64: In order to comply with cause 

must fulfill the 
must guarantee a regular, timely, competent energy supply and 

following technical conditions: 
conce-ssonaire 

a) 	 3.5% maximum tension fail and 5% fall at the ends of the primary and secondary network. 

respectvely and be
of 60 Hz with an instant maximum variation of 1% which must 

b) 	 A nominal frequency 

recovered within a maximum of 24 hours.
 

Management could change the values mentioned in cause (a) of this article for rural zones. 

Article 65: If there are discrepancies regarding the transmission capacity or the required 

and the distribution concessonaires for utilizing the distnrbution 
amendments among the users 

concessionaires' systems mentioned in clause (d) of Article 33 of the Law, these discrepancies
 

will be resotve, by arotration.
 

The user must be responsible for the investment cost of the reqwred amendments as well as the
 

compensation for the use of the systems according to Aiticle 140 of the Regulations.
 

Investments made by users will be refundable according to Article 84 of the Law. 

AUTHORIZATIONS 

L -icAearmt will be required if the authorizaton aplication form, mentioned in 
66: 

AX38of the Law, involves the use of the Ntion's natural resources. 

Management will evaluate the authorization application form and its supporting
Article 67: 

documents. ILLULIeD authorization will be given through Ministerial Resolution wolin the 

under-= tice 38 of the Law. The resolution must be puolished only
Denod of time estabished 

five (5) calendar days from issuance, in the Offcial newspaper "E1 once. witin the next 

Pefuano."
 

authoizations could be given by the 
When the total installed power is less than 10 MW. triti 


authorities appointed by the Department inthe cities located outside the Republic's Capdal City.
 

Management must verify the given information as applicant's swom declaration
Airticle 68: 

whin the next three (3)months from the authorization's award. 

y the Departmerit, by a previous communication
Article 6: Authorizations will be canceled 


to Managemet. inthe following circumstances:
 

a) If tbae-msgo declarations were found inaccurate after being verified according to the previous 

article; 
ements on the Nation's cultural patrimony and/or the 

b) 	If.tem existed of continuous infrin
observation ow ewnmenin t ctruon time .or 

mont at constn~rlu me 
sanctionst

c) .Ifl er of an interconnected system's central station, after McAivin 
rrn rtien
f 	espective System Economic 

peMe the tacility according to the 

Ope."tion Committee (CCES).
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FRANCHISES DLSCL4UMER AND TERMINATION
 

by notifying the DevanmentArticle 70: The temporary franchise holder could disclaim rt 

within thrty (30) calendar days of the anticipated termination. The Department must issue the 

corresponding Ministenal Resolution within the indicated penod of time. 

In this case, Management will discharge the guarantee mentioned in clause (g) of Article 30 of 

the Regulations. 

The concess onaire could disclaim his/her permanent franchise by notifying theArticle 71: 
Department wrthin one year of the anticipated termination. 

Management will evaluate the disclaimer, and the respective Supreme Resolution will b-&issued 

wtuch wW accept the disclaimer and determine the effective date. In this case, Management will 

discharge the guarantees given by the conces=onaire. 

a Controller for the concessionaire operationsArticle 72: Once the disclaimer is accepted, 
will be appointed until the completion of the respective period of time: then the franchise 

property and rights will be aucioned acconJing to the procedures mentioned in Article 79 of the 

Regulations. 

Article 73: Procedures for terminating the franchise due to the reasons mentioned in Article 

36 of the Law will proceed as follows: 

a file which will the termination and notify thea) 	 Management will prepare state reasons 
concessimoisre of this fact by notarized letter, 

b) 	 Upon the concessionaire's receipt of the notification, the concessionaire may present the 

information and evidence that he/she consider approp'iate wiinin fifteen (15) calenclar days 

from receiving the notarized letter, 
After Management evaluates the evidence, the termination declaration, if it is justified, willc) 
be resolved by Supreme Resolution within forty-five (45) calendar days from the date the 

concessionaire has been notified: and 
must appoint the respective civil or juridical personsd) 	 The termination Supreme Resolution 

who will be in charge of carrying out the intervention and the public auction mentioned in 

Article 37 of the Law. 

Article 74: The Supreme Resolution regarding termination will be notarized and delivered to 

the concessionaire or his/her legal representative at the address indicated in the file within forty

eight (48) hours from issuance; at the same time, itwill have to be puolished for two consecutive 

days n he official newspaper 'El Peruano." 

The declared termination immediately determines that the concessionaire'sArtcJe 75: 
rights which were established by the Law and in the franchise contract have ceased. 

Managerne-t will discharge the valid guarantees. 

Article 76: The controller in charge of the intervention mentioned in clause (d) of ArtOe 73 

of the Regulations will determine: 

a) The administrative character actions that allow the regular franchise's operation and 

b) The technical character actions that allow a timely and effective rendering of servics. 
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The measures dictated by the Controller for all the estates of the intervened entity must be 
obeyed. The legal representative of this entity may request a reconsioeration before 
Management. Management has five (5) calendar days to resolve this issue. 

The entity subject to this intervention will bear the intervention's total expenses. 

complyDunng intervention peniod, if the intervened entity becomes insolvent and is unable to 

with the obligations imposed by the Controller, the Nation muy take full and direct aamintstration 
of the francnise's properties while it is transferred to a third party. 

Article 77: The franchise holder may contradict the termination declaration before the 
Judiciary in any appropnate manner. The demand must be filed within thirty (30) calendar days 
whicn will be counted from the termirtion resoiution's notification date. 

As 2 last resort, the intervention will continue until the cause is definitively resolved through 
judicial resolution. 

Article 78: The Department will publicly auction the francnise's properties and nghts after 

the franchise's termination is definitively sanctioned in accordance with the previous articles. 

Article 79: In order to crry out the auction of the franchise's properties and nghts, the 
Department must comply with the following procedure: 

a) 	 The Department will appoint an adviser entity from its list of prequalified adviser entitles, 

which will value the franchise s properties and Nghts and will determine the respective basrc 

amount. The adviser entity must be appointed within ten (10) calendar days following the 

termiation's sanction or disclaimer. The valuation must be completed within forty-five (45) 

calendar days; 
b) 	 The Department will issue, directly or indirectly, the principles that will rule the aucion. 

These pinciples will have the reference terms for the technical and economic proposals am) 

the required guarantees for intervening in the process. This procedure and the franchisa's 
valuation procedure will be Jone concurrentty; 

c) Once it has complied with the previous clauses of this Article, the Department will order 
and other nationalpublication of an auction notice in the official newspaper 'E Peruano' 

newspaper during five (5) consecutive days; 
d) The interested parties wig pesent publicly their technical proposals which must be evaluated 

by the Department wdthin thirty (30) calendar days from the time of the last publication 
mentioned in the previous clause: and 

e) Among the interested parties who have obtained technical prequalification. the Department 

will make a public award to the bidder that presents the best economic proposal. 

TTLE IV 

SYSTEM'S ECONOMIC OPERATION COMMITEE 

GENERAL ASPECTS 

Article 10: The following conditions are required simultaneously in order to constitute a 

COES in an interconnected system: 

a) 	 The system must have more than one generating entity with the charactenstics mentioned in 

clause (a) of the followig article snd 
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b) The system's total installed power must be at lea 100 MW. 

If two electncal systems wth COES were interconneded, the COES of the bigger installed power 
system would continue funcioning. The other system would be incorporated into this one. 

Article 81: Entities forminp a COES must be: 

a) Generating entities whose installed power is more than 2% of the interconnec system's 
__ -;__-,,_w__ose__generating__re Il__,__-_; ,___ emore than 50% of their 

b) Hoderlef-wnose entities participate in the Pincipal Transmission System. 

- e generating entities that do not individually comply widh the condition mentioned in clause (a) 
of the previous article may participate in COES by creating a partnersnip as long as their 
combined trais reactl the required limit. Such an enUy will appoint oniy one representative for 
all of them. 

Article 8 Subject to the previous article, cetmral stations' owners whose annual 
commercialized production of electncal energy e contrac wth other-OES generating 
enternses couicl be exemp from participaung in COES. Irtis case, the COFS, through the 
geera-j'orcnsftue-ntpaaty, will coordinate sucht generating units. 

Article 83: The coordination dispositions emitted by th S. in accordance with the Law 
and the Regulations. will be obligatory for a the constuent parties for their own units as well as 
for those units under contrac wrth third parties. 

ORGANIZATION 

Article ": The COES is composed of a Direcory and Operation Management. 

Internal operations of COES will be ruled through an ordinance which will be notified to 
Management and Committee. 

Article IS: The Directory is the highest body of COES decion making, and it is responsible 
for watching over tne fulfillment of the disposition mentioned in the Law, the Regulations, and the 
Ordinance. 

The Directory will consist of a represen:ative of each constituent party. 

The Direcory's Presidency will rotate among its ,,awituent parties according to the conditions 
establis by the Ordinance. 

Article I6: The Directory will have the following rsponsibilities: 

a) Name the Operation Management or put a judiical person in charge: 
b) Apprve th. reports and studies established in thw Law 
c) Approve the COES Ordinance and its modifiaimuw 
d) Resolve the conflicLs which were broughl Lwer its consideration by the Operation 

Management: 
1!) Approve the COES annual budget: and 
f Perform other duties as directed by the Ordinance and in accordance with the Law and the 

Regulations. 
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Responsiliftes indicated unoer clauses (a), (c), and (d) must be approved unanimousy. 

Even whw a #Jridicalperson heads the Operation Management. the constituent parties of COES 

are not eyezmnX from their responsidities. 

The COES budget will be covered by the constituent entrties: contributions from
Article 87: 

earn wili be proportional to the incomes. denved from previous energy and power sales, income 

rate, and connection tolls. 

Articl* L: The disagreements and conflicts resulting from the application of the Law, the 

wnicn cannot be resolved by the Direcory will be taken toRegulations. or the Ordinance 
arlt)trtIt
 

Aracie I9: In resolving disagreements mentioned in Article 88 of the Law, the Directory will 

decide by majority vote. The President will break any ties. 

Article 90: The Directory will hold regular monthly sezsions and extraordinary sessions upon 

the request of two or more directors. 

ArticlS 91: Operation Management. the COES executive body, will have the following 

resporsibies: 

and long-term operation programs for the interconnecteda) Devefop shot-erTn, medium-term, 
system and communicate them to its constituent parties m order to fulfill them; 

b) Ensum the short-term operation programs' fulfillment and enforce comiiance with the 

corrective muesures: 
c) Coordinate general maintenance installation and enforce compliance with the necessaiy 

measures by the constituent parties; 
d) Estimate margmal costs for short-term electrical energy systems: 

resulting from operation of the system at a
Determine and value the energy transferse) 
miaum cost among the constituent parties of COES. These transfers will be made with the 

systems short-term marginal costs: 
f) Calcuilate the power and energy of each system's generating units: 

g) Deterne and value the power transfers among the constituent parties at peak power
 

h) Propwe to the Directory the modifications to the Ordinance:
 

i) Dev and piopose to the Directory the COES budget:
 
j) Deveo studies for secunng rates and distributing them to the Directory;
 

k) Develop the regular reports established by the Law and Regulations:
 

1) Appont nembers of the Technical Committee as needed: and
 

m) Perform oher responsibilities ordered by the Directory.
 

PROCEDURES FOR OPERATION'S OPTIMIZATION 

onerating units and transmission sems the enttjthAIUcIS 32: 0 eon-a 
on' i CES wi be performed diri e. The u p in 

, O a- , Management.accordance Wh Mhe programs estat is-eil 

Deviation from Operation Management's schedule is prohibited unless disconnection from the 

without due waming because of accidental or unforeseen circumstances. In this 
system onI in 
case, the system's operation will be directly coordinated by constituent parties of COES 

accordance with the Ordinance. 

Page 14 



Article 93: Operation Management will develop snort-terin schejuling of operations on a 

daily and weekly basis. It will indicate the energy oiocK for regular clays of consumotion and the 

average generation by hour of the aifferent central stations for each of the 24 hours of the next 

day. 

long-term scheduling will take into consideraticn the centralArticle 94: Medium- and 
stations' monthly production for the next 12 and 48 months, respectively. The proouction will be 

expressed in energy blocKs for regular days of consumption. 

The medium- and long-term scheduling must be updated by Operation Management each month 

and every six months, respectively. 

If flow forecast systems are used, the estimation manner will be established in the Ordinance. 

This estimation will depend on measuraole variables which will be venfied by the Commrttee. 

Article 95: The scheduling mentioned in Articles 93 and 94 of the Regulations will be 

originated from planning studies of the operation. Such studies would help to minimize the 

operation's cost of generation and transnission installations and would also serve to preserve 

the system's security and quality. 

Article 96: The information utilized to develop the operation's scheduling mentioned in the 

previous article will be upated as often as 9 is established under the Ordinance. 

Article 97: COES constituent enterprises will, in accordance with the terms indicated under 

the Ordinance, give the following information: 

a) Darns' water levels:
 
b) Present and past critical flows at the hydroelectric central stations:
 

c) Stored fuel at the central stations:
 
d) Generating unit's performance:
 
e) Transmission system's topology and charactenstics: and
 
f) Other informao of a similar nature wthh is part of the constituent parties' agreement.
 

Article 98: The Operation Management wil! determine the short-, medium-, and long-term 

demand for power and energy by taking into consideration its geographic, seasonal, daily, and 

hourly distribution. 

The construcion scheduling to be utilized will be in accordance with the one specified under the 

Department's Reference Plan as established under Article 47 of the Law. 

rate will be the oneRationing cost will be determinmed by the Committee, and the discount 


established under Article 79 of the Law.
 

99: The information related to fuel prices and quality at thermoelectric centralArticle 
stations for the first twelve month of plannig will be given to the Operation Management by the 

generating enlities holders along with a supporting declaration of the given values. 

Operation Management wil utilize the information as is for a minimum of two month3. Any 
party must have the approval of all the constituentmodification requested by a constituent 


parties.
 

Operation Management will develop the information for the rest of the planning period. 
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POWER AND ENERGY TRANSFERS 

Article 100: Peak power transfers. active energy, and reactive energy among constituent 
parties of COES waill in kilowatts. reactive Kilovot-amperes, and kilowatt-hours,be expressed 

resectively.
 

Article 101: No constituent party of COES may contract with its users for more energy and 
power than its own and the amount it controls under contract with third parties, wnether it is a 
COES member or r'ot. 

Article 102: Whether it is a COES member or not. each constituent party of COES should 
be able to provide dunng each calendar year from its own energy or from energy obtained by 
third party contract the energy demand heiste has under conuract wth the users. 

The annual demand of each constituent party of COES is determined by adding the energy of Its 
own users and other constituent parties of COES. This demand will consider the transmission 
losses percentage established by the Ordinance. 

C When consumers are supplied simultaneously by two or more generators. COES should ve ? 
the total supplied energy by keeping the same monthly average for eacn of the pmviders. 

meone has a different contract, it must be adjusted in accordance with this article. 

~lcni ~ 	 demandK for the next1 et~aI nmunicateQ to COES his/her ctamnrmmise 

!u year before October 31st of the previous year and must also provide the documentation 
indicated-'m the Ordinance. 

Article 103: The Energy of one constituent party of CDES will be calculated by taking into 
consideration the following: 

a) 	 Energy supplies from the hydroelectric central stations, taking into conideration the 95% 
maiamum excess of a hydrologic year. The Committee will determine the amount for that 
year: and 

b) 	 Energy supplies from the thermoelectric central stations, taking into consideration the 
average unavailability set by the Committee in acco ance with clause (g) of Article 22 of the 
Regulations.

SThe Committee will set the average unavailability factors for each type of central station by 
taking into consideration the failure and maintenance periods as well as national staastics: if 
national statistics are not available, the international ones will be used. The Committee wl also 
estalUsh tie minimum and maximum values of the unavaiability factors for each type of central 

Altrde 104: COES will venfy, for each generator. that the adding of the constituent entities
 
and thkd party contract energy covers the annual minim energy demand contracted by the
 
users
 

This vertfication will be done before November 30th of each year, and it will be communicated to
 
aU constituent parties. Those that do no( fulfill the mentioned conditions must correct such
 
situations before December 31st.
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Article 105: COES will calculate for eacth hour or grouo of hours the short-term marginal 
cost of the systems energy in the substations' bars where energy delivenes and wlthdrawals TaKe 
place. 

The energy short-term marginal cost will be calculated, in accordance with definition 5 of the 
Law s Appendix. by taking into conslderation the average cost of the electric system aunng an 
hour wnile supplying an additional energy unit in the respective bar. considenng the optimum 
operation determined by COES. 

Article 106: The required energy short-term marginal costs will be calculated with the same 
information and mathematics models used in operation's planning and scfleduling, and they will 
be communicated to constituent paties of COES along with the planning. 

The marginal costs considered in placing a value on the transfers among constituent parties of 
COES will be the ones corresponding to the system's actual operation in the time penod. 

When a thermal central station is marginal, the short-term marginal cost may not be lesser than 
the vanable cost of that central station under any circumstances. 

In every circumstance wnere rationing is required, the energy sort-termn marginal coz wil be 
equal to the rationing cost. 

If a flowing condition reached any system, !he marginal cost would be determined by only taking 
into consideration the compensation mentioned in Article 213 of the Regulations and the variable 
cost incurred by the presence of solid in suspensicn in the turbine water. 

A 'flowing condtion" occurs when water collected behind a certain dam flows because of lack of 
enough storage room available and wnen the associated central stations have unused generating 
capacty and do not have in the system any efficient th'ermoelectnc unit. 

Artcle 107: The valuation of the energy transfers among the constituent parties which is 
produced by tM system's economic operation does not include the contracts prviousy 
established: such valuations will be established and checked by COES every month, in 
accordaice with the follovwng procedure: 

a) Measurement andior estimations will be done in order to determine the energy delivenes and 
w drawals of eaci constituent pa ry, 

b) The energy delivery and withdrawal by every constituent party will be valued by multiplying it 
by the respective snort-term marginal con: and 

C) All the valued delivenes and withdrawals that Pave occurred in the system dunng the month 
will be added for each constituent party. The delivenes are expressed with a positive sign 
and the wthdrawals with a negative sign. 

The resuling value, either positive or negative, will be thei creditor or debtor net balance for each 
constituent pany. 

Aticle 108: Within seven calendar da)-3 of the iA.t month each constituent party who gets 
a negative monthly net balance wil pay that amount to all c=nUdtuent parties who have a 
positive balance m the proportion in which each one of the constituent parties participate in the 
positive balance of each month. 

COES wig also determine the positive energy transfers and the mspective payments among the 
constituent parties according to the procedures established u," =: e Ordinance, considenng the 
equity judgments for investment in reactive compensation equipment. 
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Article 109: The peak power total transfer among one constituent party of CCES ana the 
rest will be equal to the difference oetween rts peaK power oemand and its firm power. 

The peaK power demand of a consutuent party will be calculated by COES. considenng the net 
houny medium demand in use by its clients in the electncal system's annual rusn hours, the 
transmisslon losses, and an estimation of the diversity factor. 

'Rush hour' refers to that hour of the year in which the electncal systems maximum power 
demand takes place. The emmencal system's houny maximum demand of power, as well as the 
probable penod of time of rush hour. will be estimated by COES before January 1st of eacni 
year. 

The firm power of a constituent party will be calculated as the addition of the firm power of their 
own generating units and units of third party contracts. 

Article 110: The firm power of each system's hydroelectric central stations will be calculated 
in accordance with the following procedure: 

a) 	 The system's charge duration curve dunng the six months of the year of less flowing to the 
hydroelectc central stations wWl be determined for a hydrologic year with a 95% of excess 
probahlaity. Itwill be assurned that the system's rush hour takes place in that six (6) month 
penod: 

b) 	 The system's thermoelectric central stations are located in the charge duraticn curve from 
the bottom to the end. They are ordered according to their growing vanable costs, taking into 
consideration their firm powers, which are calculated in accordance with Article 111 of the 
Regulations. The part of the curve that is not covered will be called the *residual charge 
duration curve'; 

c) The residual charge duration curve will then be represented by fbree power honzontal blocks 
with the following characteristics: 

i) The first block. from the bottom to the end, is called "bottom blocko: its duration is six (6) 
months with 24 hours daily; 

UI) The second block, from the bottom to the end, is called "end block'; its duration is two (2) 
months with 8 hours daily. 

Ill) The third block is called "instant end block; it has a null duration and its power is 
determined by the difference between the peak power of the residual charge duration curve 
and the addition of the bottom and end blocks' power. 

The power of bottom and end blocks is ca6culated in such a way that the energy of these blocks 
will be the same as the resdual charge duration curve's total; 

d) 	 The generation of each hydroelectc central station in passing, or the one that is not 
regulated at the dam central stations, which is defined for the hydrological year with a 95% 
pmbabe excess, will be excmively located in the bottom blocks: 

e) 	 The generation of each hydroelec central station which has daily regulation ability to bring 
powe during eight hours to the end bloxk determined for the hydrological year with a 95% 
pn*W* excess, will be pl tentatively at the end block. 
After this pIacement. the part exceeding the block's lotal power will be cut of each central 

station in proportion to its tentative supplies to that block. The exceeding part will be 
relocated to the bottom bkock 

f) 	 If there were a total general energy cut. the estimation would be done by varying the excess 
probabisity until it reached the equibrum with the system's energy demand. The firm 
powers estimation for the thertnoielenc central stations would also be adjusted to the new 
excess probabllity; 

Page 18 



) If there were energy excesses. the estimate would also be done oy varying the excess 
were neutralized without surpassing a level ofprobability until the system s energy excesse 

98%. 
Even if the level were reached and there were still energy excesses, the supplies of eacn 

rydroelectnc central station would be proportionally reduced. Ukewise. the firm powers 

the central adjusted to the new excessestimation of thermoelectnc stations would be 

pmoalility; 
h) 	 Hydroelectlc central stations' power that is not placed in the bottom and end blocxis will be 

proportionally placed in the instant end block: and 
sum of the powerThe finn power of each hydroelectc central station will be equal to the 


placed in the bottom, end. and instant end blocks.
 

The 	firm power of eacn one of the system's thermoelectc central stations will
Article 111: 

be calculated according to the following procedure: 

area) 	 The probability of the total power that all the thermoelectric generating units able to 

guarantee m rush hour oscillates between 90% and 98%; 

b) The same calculation is repeated, sutracting the thermoelectric generating unit whose 

power is bfg evaluated: 
c) The difference between the total power obtained in clause (a) and the power obtained in
 

clause (b) is calculated: the difference is called evaluated unit's preliminary firm power:.
 

d) The difference between the sum of the prelirmnary firm potences of all system's
 
wirth clause (a)

thermoelaftnc generating units and the total power calculated in accoMance 

is calculated: the difference is called total residue; and 

e) The firm power of each generating unit is calculated by subtracing a part of the total residua 
applied proportionally to the difference

from its preliminary firm power. Such part will be 


between the installed power and the preliminary firm power of each unit.
 

COES will define the mathematics models to be utilized for calculating the firm power and the 

procedures to otiam the availability values during rush hours. In doing so. it may use national or 

international statistcs and/or the charactenstics of each generating unit by having operation 

evidence of such units. 

Article 112: The peak power transfers among constituent parties will be valued by taking 

into consideration the buses' peak power pnces that correspond to the substations' buses where 

those transfers are onginated. 

ArtIcle 113: The calculations for the peak power transfers for each year will be performed in 

the month of December of the previous year, considenng the maximum demands foreseen for 

each constduent party. 

before December 31st the payments for power that must be paid
COES will communicate 
monthly among the constiuem parties in the next year. These payments will be made within the 

first seven (7) days of each month of the present year. 

Once the eliedical system's actual majomum demands are complete, COES will recalculate the 

wiH establish the procedures for canceling these 
peak PWr transfers. The Ordinance 
differences for the constituent parties. 

used to value the electricity
Article 114: Energy's short-term marginal cost and prices 

transfers amog constituent parties for peak power in buses will be the ones corresponding to the 

buses with the highest tension at the substation where the transfers occurred. 

GENERAL MAINTENANCE UNIT 
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aLAJicle 116: The general maintenance of the generating units and the electncal system s 
ansmuon equipment will be coorainated by COES pursuant to Articie 116. 

General maintenance' refers to situations where the generating unit or main transmission 
equipment must be removed for more than 24 hours. The main transmission equipment will be 
qualified by COES. 

Article 116: COES will coordinate the general maintenance according to the following 
procedure: 

a) 	 COES will develop for each calendar year, with the help of the information given by the 
constituent partie, a preliminary general maintenance program that minimizes the annual 
cost of the electric system's operations and rationing. This program will be communicated to 
the constituent panies no later than October 31st of the previous year: 

b) Each consMuent pany will deliver histher comments to COES about the preliminary program 
no later than November 15th. indicating the altemative penod for the general maintenance of 
the units and transmission equipment: 

c) 	 Upon evaluation of the alternative penods proposed by the constituent parties, COES will 
establish a permanent program with the same minimization conditions indicated in clause (a) 
of this article. The program will be communicated to the constituent parties no later than 
November 30th: and 

d) 	 The constituent parties must perform the general maintenance stnctly in accordance with the 
permanent program. The constituent parties wll notify COES within seven (7) calendar days 
in advance of the removal of the generating unit or the transmission equipment and the 
ending of the maintenance. 

The permanent program may be modified by COES only when special circumstances require it. 

INFORMATION PRPUARED BY COFS 

Article 117: COES must keep a file with all the electrical system's daily operation programs 
mentioned in Article 93 of the Regulations and with the actual operation performed every day. 
COES will also keep for each generating unit hourly power statistics for unavailability considenng 
the preventive maintenance and the failures. 

Article 118: COES must send monthly to the Committee a report of the previous month's 
activities with the following information: 

a) Short-term marginal costs as well as the values of its maximum incidence vanables: 
b) Peak power and energy transfers in each bus among its constituent parties as well as the 

respective payments: 
c) The most important deviation synthesis among the scheduling and the actual operation of 

the generating units: 
d) Imponrant facts that have taken place in operating the system, such as flow at hydroelectc 

centual stations: failures in generating units and transmission systems: and 
e) Operation program for the next twelve months detailing the operation strategy of the dams 

and the estimated monthly generation of each central station. 

The report must be sent within seven (7) calendar days of the next month. 

Aricle 119: Before March 15th and before September 15th of each year. each COES must 
provide to the Committee a technological-economic study to determine the power and energy 
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pnces in bars. The report must be in acorance with Articles 47 to 50 of the Law, and it must be 
written in detail to De aole to justify, among omer aspects. the following: 

a) The extensiorti of the power and energy demand of the electnc system:
 
t) Construcion scneauling for generation and transmission:
 
c) Fuel. rationing, and other vanable costs:
 
a) The oscount rate used for calculations:
 
e) Short-term marginal coss of planned energy need and production: 
) Peak power and basic energy prices

g) Marginal loss lactors of power and energy, 
n) The total transmission cost separae from the investment, operation, and maintenance costs 

for the Main System as well as for the Secondary Transmtson Systems: 
i) Resulting values for prices in buses: 
j) The proposed readjustment formula: and 
K) The estimated income rate for the Primary and Secondary Transmison Systems to 

determine the connection and secondary tolls. 

Article 120: COES must send annuaUy to the Committee before December 31st a report for 
the next year with the following information: 

a) The energy balance for each consttuent party mentioned in Article 102 of the Regulations 
and 

b) The firm power and power payments of each constituent party. 

Artcle 121: COES must notify the Committee about the modifications done to the 
Ordinance and changes introduced in the mathematics models and programs oriented to the 
operation planning and marginal costs cajculation.,, in acc*rmance with Article 55 of the Law. 

The models to be used for calculating the rate will be those handed to the Committee sixty (60) 
calendar days in advance of the dates indicated in Article 119 of the Regulations. 

TITLE V 

ELECTRICITY'S PRICE SYSTEM 

Article 122: In those cases where the Committee has made comments to the cost studies 
presented by COES or the co cessionawes for rate fixing and those comments have not been 
resolved by the Committee, the Commitee will establish tiMe final values and fix the rates within 
the margins indicated in Articles 53 and 71 of the Law. 

GENERATOR MAXIMUM PRICES TO A PUBUC SERVICE DISTRIBUTOR 

Article 123: The projection of the demand mentioned in clause (a) of Article 47 of the Law 
will take into consideration the relationship between the electical demand and economic and 
demographic factors. 

The annual growth rate ,f the demand projection must keep a relationship with the rate the 
previous 48 months and consider the relevant fadom that could affect them. 
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Article 124: The operation program mentioned in clause (b) of Article 47 of the Law will be 
determined aoming to the following aspects: 

a) The hydrologic behavior for the analysis penod will be estimated through mathematics 
models base in probabilities taking into consideration the available statistics: 

b) Stored water and free availability in the aarns with hourly, daily, monthly, annual, and 
piunannual capacity will be recognized: and 

c) The fuel cost will be taken from the projections piublished by a specialized entity with a top 
interational reputation. 

Airtcle 125: The energy's basic pnce mentioned in clause (d) of Article 47 of the Law will be 
calculated through the following procedure: 

a) Calculate the actual value of the demand product by the marginal cost of each projected 
period:
 

b) CalcuMe the demand's actual value of each projected period*: and
 
c) Calculate the quotient of (a) and (b).
 

The actual value mentioned in clauses (a) and (b) will be calculated by using the discount rate 
mentionedimArticle 79 of the Law and a number of penoos of 48 months. 

Article 123: The investment annurty mentioned in clause (e) of Article 47 of the Law will be 
calculated by multiplying the investment amount by the capial recovery factor which was 
obtained with the discount rate mentioned in Article 79 of the Law and by a useful life of 20 years 
for the generatiOn equipment and 30 years for the connection equipment. 

The investment amount will be determined by considering: 

a) Etltipmet cost, freight. insurance, and all applicable import taxes (equivalent to DDP value 
of IN.OTERMS): 

b) System's istallation and connection cost: and 
c) Personnel cost, including benefits packages. 

To calculate this investment amount, consider all applicable taxes that do not produce fiscal 
credit. 

Article 127: Calculation of the power and energy loss factors mentioned in Article 48 of the 
Law wig kncue consideration of the following aspects. 

a) Determinme the factors for peak power and for energy's hourly block, and 
b) Corsiner the system's actual capacity to calculate the power flow;, consideration of the 

refeence buses will be included to determine the power and basic energy pnces. 

In the cass where transmission systems exist and where they are not adapted econonically to 
the demand. they will produce discontinuance in an interconnected system: so the loss factor will 
be caicad by utilizing the actual characteristics of that transmission system. 

Asticle 123: To determine the prices in the bars joined to the Main Transmission System 
through a secondary system as mentioned in Article 49 of the Law, the Commtee will comply 
with the following procedure: 

a) The Committee will determine the energy and marginal power losses for the section of the 
transmisson system that joins the buses to the Main System: 

b) The Committee will determine the energy price in buses by applying to the pnce of the Main 
System's buses a factor which includes the marginal energy losses; and 
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c) The Committee will deteTmne the price of peaK power in buses by applying to the pnce of 

the respective ousinesS the Main Transmission System a factor wnictt incjuoes the marginal 

resulting value a toll will be &acedcovenng the economically adaptedpower ,ossem. To tm~a 

Secondary TrarismLs4on System s medium cost.
 

The toll will be calculated as mentioned in Article 139 of the Regulations. 

In order to be able to do the companson mentioned in Art.icle 53 of the Law, the
Article 129: 

must present to the CommMee the supporting information in accordance with the
enterprises 
form and penod of time indicated by the Committee. Such a complanson will be performed by 

taking into consideration the tension level and complying with the following procedure: 

noi subject to price regulations. a median energy pnce will be 
a) For each user that is 

last six months' total
determined by taking into consideration ds consumption and the 

invoices* 
b) A prudent average price will be determined with the resulting average price and its 

respecve consumption: 
For the same users mentioned in clause (a) of this Article, the theoretical energy price which 

c) 
results from applying the prices of peak power in buses to their respective consumptions will 

be determined: 
d) With the base of the consumption and the theoretical pnces obtained in the previous clause, 

a theoretical prucent average prce will be aetermined: and 

Energy pnces in buses wl be accepted if the value obtained in clause (d) of this Article does 
e) 

not differ more than 10% from the value obtained in ciause (b) of this Article. Otherwise, the 

Committee will proportionally modify those values until reaching such a limit. 

For the purposes of Article 56 of the Law, 'Isolated Systems' will refer to a 
Article 130: 

systems that do not fulfill the conditions established in Article 80 of the Regulations. 

will only determine the rates in buses addressed to 
For rate determinations, the Committee 

public service' users by complying with the same procedures mentioned in Title V of the Law and 

Regulations. 

The Committee will take over the task assigned to COES. The Committee will use the generation 

and transmission holders' information. 

Article 131: The compensation due to rationing mentioned in Article 57 of the Law. will be 
a 

assumed by the generating enterprises committed to the generating deficit. Such 
next month from when the a discount in the invoice of thecompensation will be paid througr 


rationing occurred.
 

amount of energy to be compensated will be calculated as the differonce between 
The 
theoretical consumption and the recorded energy for the month. The theoretical consumption will 

users regular charge
be determined by taking into considerat,',n the contracted power and the 


factor. If the resulting value is negative, no compensation will result.
 

be valued by taking into consideration the difference 
The price of energy to be compensated wil 


resulting between the rationing cost and the respective energy pnce in bar.
 

power fixed charges will be paid proportionally to the number of interupted
Discounts in the 

hours relative to the number of the monthly total hours.
 

by following the same pay the compensatioit to their users
The distribution enterprises will 

procedures mentioned in Article 86 of the Law.
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MAXIMUM TRANSMISSION PRICES
 

Article 132: The conditions and judgments to be considered in determining the Main 
Transmission System will be the following: 

a) High or very high tension installations: 
b) Bi-directional energy flow, and 
c) The usage regulations. 

The main transmission systems will be evaluated and redefined in accoroance with the Law and 
any perunent modifications at the end of each four.year penod or upon the addition of a new 
central station to the system. 

Article 133: The measurement corresponding to the real value transported oy the system 
will be considered in determining the Main Transmissmon System's economically adapted system. 

Article 134: The investment annuity mentioned in Article 59 of the Law will be calculated by 
multiolymg the investment amount which was determined in accordance with Article 133 by the 
capital recovery facor wih a useful life of 30 years and the discount rate mentioned in Article 79 
of the Law. 

Article 135: The income rate for the Main Transmission System mentioned in Article ,,." 
the Law and the income rate of the Secondary Transmission System will be calculated by COES 
througn the following procedure: 

a) COES will detdrmine the maximum power ar, energy for each generator given to each 
buzes in the system: 

b) COES wl determine, by applying the rates in bar, the total amount resulting from the 
valuation of all maximum power and energy given to each bar. 
COES wil determine for each generator the maximum power and energy withdrawn fromc) 
each buses of the syvtem: 

d) COES wl determine the total amount resulting from the valuation of all maximum power 
and energy wthdrawn from each buses by applying the rates in bar, and 

e) The income rate will be the difference resulting from the amounts obtained in clauses (d)and 
(b)of this Article, only if the income rate is posive. 

Monthly payments for each generator will be made to the owner of the Main Transmission 
System within fifteen (15) calendar days following COES liquidation. 

Article 136: Following the procedure mentioned in Article 135. COES will calculate the 

estimated income rate required to determine each transmission rate for the next twelve-month, 
and COES wil utilize t'-i same information used to calculate the rates in bar. 

The resul for each generator must be totaled in order to determine the system's total estimated 
income rate. 

The connection toll will be obtained by subtraciang the total transmission costArticle 137: 
from the Main Transmission System's tctal estimated income rate determined in accornlancO with 
Article 138. 

The connection toll will be divided among the generators in proportion to their firm power. The 

resulting amount for each generator will be divided in twelve parts which will be paid monthly to 
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the Main Transmission System's owners. The madjustment formulae mentioned in Article 61 of 
the Law will be applied to the payments at the same tme of paying the income rate. 

Article 138 In accoroance with Article 62 of the Law. *prevailing energy flow* refers to the 
elecncrty transmission in excess of 90% of the energy transported by that system in the same 
direction. For that purpose, the annual energy flow that occurs inone hydrologic year with an 
average egc"ss will be assumed. 

Aiticle 139: The compensation mentioned inArticle 62 of-the Law for the Secondary 
Transiisson Systems will be calculated for each secion and it will be paid to their owners 
through two categones: income rte and Secondary toll. 

The income rate will be calculated inaccordance with Article 135 of the Regulations. 

The secondary toll is the difference between the total transmission cost of the Secondary 
Transmission System and the respecive irwne rate. Such a toil will only be assumed by the 
users inproportion to the annual withdrawal of the peak power from each buses. 

The Committee, when fixing the transmission rates, will determine the Secondaiy System's 
transmission total cost by taking into consdersaton the income rate given by the respewivj 
COES and making estimates for Mhe next twelve months. The Commitee will also fix and publish 
the Secondary Toll ano ts readjusuient formulae. 

The generator must pay the toll to the Secondary TransmLssion System's owners in accordance 
with the final part of Article 137 of the Regulations. 

Article 140: The Parties will agree to the compensation for the distribution systems 
mentioned in Article 62 of the Law by taking into consideration a similar system to the one 
established by the Secondary TransmLssion System. 

Article 141: The connection toll. the secondary tog corrspnding to the Secondary System, 
and the madjustment factors fixed by the Comidtee will be published only once in the official 
newspaper 'E!Peruano" within fifteen (15) calend days from validation. 

A=XIMUM DISTRIUTiON PRICES 

Article 142: The use costs that will be taken into consideration for calculating the 
distribution tax are the unitary invoicing costs, which involve its reading, processing, issuing, and 
distributing. including the percentage of involement inthe enterprise. 

Article 143: The standard losses to be taken into consideration for calculating the 
distribution tax will be the material and commercialoss. 

Materal losses will result from calculating the mmximu tension fall mentioned in clause (a)of 
Article 64 of the Regulations. 

Commerial losses can not exceed 50% of the material losses. 

Article 144: The investment annuity mentioned inArticle 65 of the Law will be calculated by 
multiplying the capital recovery factor for a useful life of 30 years. the discounting rate 
established inArticle 79 of the Law, by the investrmit arounl. 
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Article 145: The Committee will a legal adviser to determine use me charactenstics. the 
number of Tyical Distnbution Sectors. and the ponoeration factors to De used for rate fixing. 

The Committee will suomit to Management the final results. Management will establish the 
Typical Distnbution Sectors within fifteen (15) calendar days from the proposal's presentation. If 
Management does not pronounce a judgment after the term has exired, the proposal wil be 
aoproved. 

Article 146: Cost studies to determine the distribution tax for each rate fixing will include the 
following procedures: 

a) A consultant enteronse can not analyze more than one Typical Distnbution Sector 
b) The Committee will select the francnises to evaluate eaci Typical Distribution Sector and 
c) The Typical Distribution Sectors chosen for a rate fixing cannot be used for the next rate 

fixing unless they are unique. 

Article 147: The Committee will determine the distribution tax for each franchise by ading 
the distnbution tax' on all products of each Typical Section. In this case the distribution tax will 
be determined by the poneration factor. 

The resulting taxes will take into consideration the coincidenc3 factor which will adjust the 
francrise's total demara to the amount of contracted power among its users and the 
corresponding losses. Sich a tax will be expressed as a charge for power unit. 

Article 14: To calculate the internal return rate. the concessionaires must submit to the 
Committee the information mentioned in clauses (a) and (b) of Article 70 of the Law. 

The Committee will venfy and qualify the given information and will determine the amount to be 
included in tho respective calculations. 

Article 149: To calculate the intemal return rate. the Committee will proceed as follows: 

a) The Committee will group the franchises which have a distribution tax that does not differ in 
more lhan 10% and 

b) The Committee will obtain, for each group, the total income values, total cost values, and 
new replacement values of the franchises which are part of that particular group. 

The investment, income, and cost values will only take into consideration the values related to 
the Public Electnical Service. 

Article ISO: The following cost will be included to calculate the internal return rate: 

a) Energy accuind from thirU parties:
 
b) Persoel expenses, including benefit packages;
 
c) Suppes
 
d) Setrvices handled by third parties:
 
e) Different management Ioaos: and
 
t) Standad losses which are calculated in accordance with Article 143 of the Regulations.
 

The Committee will evaluate and quality these costs. Suc. co-ts must correspond to
 
international standard values, and a direct causal relation.liip must exist with the rendenng
 
service.
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Article 151: To be published the permanent rate and Its adjustment formulae mentioneo in 

Article 72 of the Law must be strucured. as tax formulas wnict indicate in an indepencent and 

explicit manner the following components: 

a) Buses rate 
b) Secondary Transmission System's costs, if applicable: and 

c) Distnbution tax. 

Article 152: -he Committee is required to publish the tax formulae mentioned in Article 

151, only once. Publication will occur in the official newspaper 'El Penjano4, within fifteen (15) 
calendar days from validation. 

At the same time, the distribution concessonaires must publish the rates. expressed in actual 

values, i,,a main newsoaper of the town where the franchise is located. These rates result from 

applyinj 0e rate formula issued by the Commrttee. The is nbution concessionaire must exhibit 

these ealues in its office. 

Article 153: Within six months from distribution rates' expiration date. the Committee must 

notify the distribution enterprises about the reference terms for the performance of the siudies of 

costs, the definition of the Typical DistnWiuton Sectors. and the relationship among the approved 

adviser emerprises. 

DIF*RENT RESOLLTIONS ABOUT RATES 

Awtitle 154: The following factors will be taken into consideration for readjusting all rates: 

a) Wholesale price index:
 
b) Payroll general average;
 
c) Fuel prce:
 
d) Custom duties:
 
e) International price for copper and/or aluminum; and
 
f Type of exchange.
 

Article I5: The reconsideration application forms mentioned in Article 74 of the Law may 

be utilized by Management in the name of the users. 

The reconsideration form must be presented along Mith the technical studies and/or supporting 

documentation. 

and 75 of the Law, the Committee is notArticle 156: In accordance with Articles 54 
responsle for fuing the rates under the terms indicated in the Law and Regulations. even if the 

COES or cwncessionaires have complied with the proper delivery of the documentation. In thins 

case, the enterprisez must publish the rates fifteen (IS) calendar days before the rates arC Put 
into effeW" 

Airticle 157: If a COES or any concessionaire does not comply with the presentltion of 

studies and the inform:1tion required for rate fixing within the penod of time indicated in the Law 

and Regulations. the Committee will establish tie rates. 

will beArticle 158: The construction period to establish the New Replacement Value 

determined by taking into consideration the constrition magnitude and geographic conditions. 
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Article 159: The concessionaire must notify the Committee. within the Denoa of time 
establish by the Committee. aDout all investments in awn'blution construction wnicn increase the 
new replacement value. 

The Comrnmittee may deny the incomoration Of tangible property andior nghts that the Committee 
considers unnecessary anc/or excessive. The Commrttee will notify the concessionaire of the 
denial within three (3) months. LacX of notification will mean that the property anavor nghts are 
incorporated. 

To exclude unused installations from the new replacement value, the concessionaire will notify 
the Committee annually aDot the withdrawal of such installations from rendenng service. 

Article 160: The discount rate, mentioned in Article 79 of the Law, may only be revised 
when the factors that affec its determination have been artered m such a manner that would 
justify the modifications. 

The Committee. by its own will or by request of the concessionaires. may order the development 
of studies in accordance with the procedures mentioned in the Law. 

Artckl 161: Entities dedicated to generation, transmission, and distribution activities of 
electcl energy are authonzed to receive payment for its credit balances, the compensatory 
intere rate, and the late charges mentioned in Article 176 of the Regulations. 

These erdiies must also provide to their users these same rates even when the users have not 
complied with the compensations and time penods of time established in the Law and 
Regullatiu. 

Aricl 162: Every six months, the Committee will issue a tecnnical report with the 
information mentioned in Article 81 of the Law. This report will be sent to all institutions of the 
elecMcal subsection. At the same time. the Committee will publish only once a summary report 
in the official newspaper 'E! Peiuano.' 

TITLE VI 

ELECTRIC PUBLIC SERVICE RENDERING 

Articlk 163: To obtain an electrical energy supply, the user wil apply for service to the 
concesaowire and will pay the installation fees involved in the insallation itself, measurement 
and protection equipment, and the box. This investment twill be recorded in favor of the user 
who must pay to the concessionaire every month under a different category the maintenance 
cost and m amount that allows its reset within thirty (30) years. 

Arlcb 164: The concessionaire will not supply energy to those users who are la! in 
paymentl for energy supplied to the same premises or other premises located in the franchie. 

Article 165: When a user obtains an Public Electrical Service supply, helshe must sign a 
contract wih the concessionaire. The contract will be recorded and will have the following 
specificablns: 

a) Concesionaire's name or business name:
 
b) Users name or business name;
 
c) Locan where the supply will be used and the premises where the service is addressed:
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a) Users classification in accordance witr, the type of supply:
 
e) Supply's ctiaractenstics:
 
) Contracted power and expiration date:
 
g) AOplicalDe rate: and
 
M) Other important conditions mentionea inthe Law and Regulations.
 

The concessionaire must provide acopy of the contract to the user. 

users must pay L4-, 
refund date must be established within thirty (30) calerlar days. If the money is not refunded at 
the indicated time. the concessionaire must pay intere!Q and the late charge mentioned in Article 
176 of the Regulations until the service iscanceled. 

Article 167: Once the amount 	 determined, the payment mode and the 

Article 168: Ifthere were a total or partial supply interruption as mentioned in Article 86 of 
the Law, the distnbiion concessonaire must compensate the user according to the following 
conditions: 

a) 	The concessionaire must record every interruption period longer than four consecutive 
hours. The user must notity the concessonaire in order to obtain the compensation,

b) 	The amount of energy to be compensated will be calculated by multiplying the users 
theoretical consumption by the quotient resulting from the number of hours of interruption
and the numer of the total hours for that month: 
The theoretical consumption will be determined in accordance with the second paragraph of 
article 131 of the Regulations: and 

c) 	 The amount to be compensated will be calculated by applying to the amount of energy 
mentioned in clause (b)of this article the difference between the rationing cost and the users 
energy rate. 

The discount in the fixed charges of power will be applied to a proportional part of the interrupted 
hours of servce and the total hours of service for the month. 

The user will be compensated through a discount inthe user's invoice in the month from the 
following interruption. 

Planned interruptions about which the user was notified within 48 hours in advance will not be 
considered. 

Article 169: Management will evaluate and qualify the unforeseen circumstances 
mentioned inArticle 87 of the Law. 

Article 170: The delivery point for low tension supplies is the electncal connection between 
the connection and the concessmonaire's installations. 

Incases of medium and high tension, the concessionaire will establish the delivery point with the 
user. This delivery point must be recoMed inthe supply contract. 

Article 171: The measurement equipment must be sealed by the concessionaire at time of 
installation and every time the concessionaire performs interventions in it. The concessionaire 
must give prior written notice to the user. 

Article 172: The measurement equipment must be located in an accessible place in order 
to have easy access to be controlled by the concessionaire. If this requirement is not met. the 
concessionaire is authorized to invoice the user by estimating the average of energy used. If 
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there is not enougn information to utilize this method, the monthly consumption will be estimated 
by multiplying the contrac:ed Power by 240 hours. 

This invoicing method may De utilized for a six (6) month penod. Once this time is over. the 
concessionaire will disc.onnect the service and venty the actual consumption. The concess onaire 
must notify the user at least thirty (30) calenoar oays before disconnecting the service. 

If the consumption were higher than the amount invoiced, the user must Pay for the amount
actually used rate in effeC at the time of liquidaton. The amount due must be paid in one
installment and within the collecting penod. If the consumption were lower than the amount
invoiced. the concessionaire would refund the difference to the user. This amount would
equivalent to the actual rate in effect dunng the month after liquidation.	 

be 

Article 173: When measurement equipment is damaged due to imperfections in the users
internal installations, the user must pay for the measurement equipment's replacement or repair:
the user must also repair his/her internal instalations. 

In this case, the concessionaire has the nght to intermipt the service and supply it again once the 
installations are repaired and/or the payments are mace. 

Article 174: To extend the supplies or to expand the contracted Dower mentioned in Article
89 of the Law. the concessionaire is authonzed to requs from the interested party a refundale
deposit which will be calculated in accordance with clause (a) of Article 83 of the Law. 

Article 175: The concessionaire will record in the invoices the invoicing date and the due
date. There must be a minimum of fifteen (15) calendar days between these two dates. 

Article 176: The concessionaire is authonzed to apply interest and a charge on hourly fee to
 
the credit balances.
 

The interest will be equivalent to the active rate's average in the national currency in force at that

time in the financial system. The 
negligent delay charge will bie the equivalent to 30% of the 
interest.
 

The interest will be applied from the date unpaid invoice is issued until the date the invoice is
 
canceled.
 

Article 177: If energy is consumed without the auhionz-1ion mentioned in clause (b) of 
Article 90 of the Law, the concessionaire has the right to: 

a) 	 Calculate the amount of consumed energy by multiplying the unauthonzed connected charge
by 240 monthly hours for residentia services and by 480 monthly hours for nonresidential 
services, up to a maximum penod of twelve months;

b) 	 Value the amount of consumed energy by applying the present rate at detection date, taking
i consideration the service used and the interest and negligent delay charges: and

c) Request to Management, or to whom Managemet appoints in the cjties located outside the 
Reumlfc's Capital City, to impose the sancions mentioned in Article 202 of the Regulations. 

After complying with all payments mentioned in clauses (a), (b), and (c) of Article 177. the user 
must immediately regulanze the service in accomance with the Law and Regulations. 

A ticle 171: The concessionaires are authorized to charge a minimum monthly fee to those 
users whose service has been cut or those who have requested a temporary service interruption.
The minimum monthly fee will cover the cost established in clause (a) of Article 64 of the Law. 
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For aual-4ate services, a fixed charge wail be applied for the contracted Dower during the term of 
the conu'ac 

If the service interruotion snuation would be prolonged for more than six months, the contrac will 
be terminated and the concessionaire has the ngnt to remove the connection. 

Ariticle 179: The service will only be connected when the causes that originated the 
tnterrupjon are resolved and when the user has paid the consumption and minimum late 
charges. the interest and the negligent delay cnarges, and the cost for disconnecuon and 
reconnecijon. 

Article 180: The user may request that the concessionaire investigate the measurement 
equipment of the supply. 

If the investigation shows that the equipment operoes within the preasion margins establi.hed in 
the tecthncA regulations. the user must pay all costs involved. 

If the equipment does not work within the precision margins mentioned in the previous 
paragraph. the concessionaire will replace the equipment and recalculate and issue a correaed 
invoice for the energy consumed. In this case. the concessonaire will pay the inveshigaion 
cost . 

The corrded invoice will include the last 12 months. The difference in energy used between the 
faulty invoice and the corrected invoice will be valued according to the present rate and the 
difference wiL be refunded to the user or paid by him to the concessionaire in up to six monthly 
installments without interest or negligent delay charges. 

Aticle 18L- The venfication of the measurement equipment will be the resoonsibility of
 
INDECOPI. INDECOPI must enter into agreements with specalized pnvate entities which will
 
perform such activity.
 

Article 183: The users may present a complaint to the concessionaire when the
 
concessionire fails to supply the Public Electncal Service with the franchise contract 
and the
 
user's contract in accoruan:r ke72h the quality standards mentioned in the Law and Regulations.
 

The user may address otr.-ir complaints to Management or the authority representing that 
franchise outside the Republic's Capital City if the first complaint is not resolved within thirty (30)
calendar days. This second complaint must be submitted within thilty (30) calendar days. 

Article 114: The invoice for the consumption of the public lighting service's electric energy
will be divided among the users in accordance with the second paragraph of Arlicle 94 of the 
Law ard the following factors: 

a) 1 for residential users with a monthly consumption of energy of up to 200 kWh:
 
b) 2 for mesdential users with a consumption higher than 200 kWh: and
 
c) 4 for nor.esidential users.
 

The concessionaire will incorporate a special category for this concept in the invoice. 

The municipalities' pending debt must be paid to the concessionaire. 

Article 185: If the municipality incurs charges in the situation mentioned in the previous 
article, the concessionaire is not obliged to charge any arbitrary cost on the municipality accounL 

1/0
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Artcle 186: The municipalities. to approve the permission for the use of lands or the 
constructon of buildings, will request that the interested parties reserve areas for Ulvnbution 
sub.tations. Sucm parties must estaolish prior agreements wth the concessionaire regarcing the 
suOstations. 

Article 187: The developers must coominate activities with the concessionaire in 
accordance with Article 96 of the Law. 

Article 188: The concessionaires. in using the right given by- Article 97 of the Law, must 
coordinate their activities with the other entities that provide Public Services to minimize the 
damages and costs. 

Article 189: The repairs mentioned in Article 97 of the Law must be finished within a 
minimum of 96 hours from the beginning of the woix. 

If the size of repairs to be done requires more time. the concessonaire will stan the repairs at 
the same time it applies to the municipality for an extension. 

The concessionaire must complete the repairs within the indicated penod of time or its approved 
extensions. 

Article 190: The repairs mentioned in Article 98 of the Law will be performed by th',
concessionaire. For that purpose, the budget will be presemed: objecuons to thE budget L1 the 
interested party must be made before the repairs are started. 

Payment involved in the previous paragraph wiH not be refundable by the concessionaire. 

Article 191: The survey mentioned in Article 100 of the Law will be camed out in the first 
trimester of each year by a specialized adviser enterprise. This enterprise will be selected by
Management from a list. Costs will be paid by the concessionaire. 

Management will take corrective action to curi any problems noted in this survey. Such actions 
will be supported by the reports from Financial Direction. 

TITLE VU
 

FINANCIAL DIRECrION
 

Article 192: The supervision mentioned in Article 101 of the Law will be performed by
 
Management.
 

In the cities located outside the Republic's Capital City, the supervision will be performed by the 
entities appointed by Management. These entkties must comply wilh the procedures established 
by Management 

Article 193: Natural or juridical persons. citizens or foreigners, may perform the specific
supervisory actwivities. These persons must be pre-lualified by Management. 

Article 194: The supervsion must be penmanent for those concessionaires and entitles that 
develop electrical energy generation, transmission, ,'l distribution. The supervision must 
comply with the Law and Regulations, parilafty the following: 
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a) 	 The unfulfilled obligations which could cause the termination of francnises and 
authorizations: 

b) The Regulations that govern the proper operauon of the Systems Economic Operation 
Commmtee (COES):
 

c) The proper rates for user aclusition of energy at a regulated price:

d) The concessionaire s obligations for the users of the Public Electncal Service: and
 
e) 	 The term, proceoures, and other dispositions mentioned in the Law and Regulations for 

electric activity. 

Article 195: Management and entities appointed by Management for cities outside the
Repuolic's Capital City must notify the concess.ionmms and the entities that develop generation.
transmission, and distnbution activities of electrical energy, about violations of the Law and 
Regulations so that violations may be corrected, or sanctions impwed. 

Article 106: Management has the right to inspect and correct the instalations of the 
concessionaires and entities that develop generation. transmission. and distribution activities of 
electrical energy, directly or through the entities appointed by Management in the cities located 
outside the Republc's Capital City. 

If there isevidence of danger to individuals or the environment, Management has the power to
immediately suspend such activity or service. The service reconnection will be performed in 
accomance with Article 179 of the Regulations. 

Article 197: The concessionaires and entities tMat develop generation, transmission, and 
distribution activities of electrical energy may request that Management performs inspections
whenever there are emergency situations in the service. 

Article 123: The supervision performed by Management will be recorded by the 
representative and by the supervsed enterprise. 

Article 199: The Committee may imposo a sanction on the concessionaires and entities that 
supply energy at a regulated price due to the incorrect use of the Committee resolutions. The
sanction may range from double to tenfold the amount charged in excess of the regulated price. 

Article 200: Once the sanction is issued according to Article 199. the concessionaire may

appeal within ten (10) calendar days from notification The Commitlee must issue the final
 
resolution within thirty (30) calendar days; this dec~ion 
on 	awea is the last administrative 
resor
 

Article 201: Management will impose sanctions to the concessionaire and entities that 
develop generation, transmission, and distribution actvis of electrical energy with an 
equwvalen amount from 10,000 to 200.000 kWh, in the following crcurnslances: 

a) For operating without franchise or authorization:
 
b) For faig to comply with the obligations mentioned in Articles 31, 32, 33, 34, and 55 of the
 

Law. This provirion does not 
apply to those obligations reaed to termination, which are
sPecCmly addressed in the Law and Regulatim;

c) For failing to comply with the oboligations as a constituent party of COES in relation to: 
i) The de#v@N of information within the established penod o time or the delivery of false 

information; 
ii) Operation of their generating units and transnssion systems outside the scheduled 

oertion established by COES; 
iii) Performance of the general maintenance of generating urlis and transmission equipr i

outside the permanent schedule or the coordination inatr=iwovi established by COES: and
iv) Failure to comply with any other disposition related to operations as established by COES. 
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d) Failure to comply with the obligation of compensation to users in accordance witn Articles 57 
and 86 of the Law. 

e) Failure to provide information establishea by the Law and Regulations: 

f) For failure to publish rates and readjustment formulae establised by the Committee in the 

official newspaper 'El Peruano' before application of the rates and formulae: 

g) -For failure to refund the amount established in Article 84 of the Law:. 

h) For cnanging the sugpying conditions without authonzation from Management: 

i) For being sutolect of a complaint to the municipality due to imperfections in the Public 

Lighting Service: 
j) For fadure to record the interruption. mentioned in Article 168 oflhe Regulations: 

k) For misusing the imported capital assets wnich have received a tax fracion in accordance 

with clause (a) of Artice 106 of the Law: 
I) For misusig the natural resources, property of third parties. and public property: 

m) For repealed infracions dunng construcion, regarding the conservation of the Nation's 

cultural patnmony and/or the environment: 
n) For failure to provide notice about the wthdrawal of unused installations to subtract the new 

replacement value: 
o) Failure to comply with supervision obligations: and 

werep) 	 Failure to comply with dispositions and regulations issued by Management which 

established in the Law and Regulations. 

Article 202: Management will imoose a sanction on the users in an equivalent amount from 

500 to 10.000 kWh in the following circumstances: 

a) Use energy without a concessionaire's authonzation or change in the supplying conditions: 

b) Alteraton of the measurement instruments and /or the concessionaire's installations. and 

c) Lack of comliance with the dispositions indicated in the Law and Regulations. 

In such cases, the concessionaire must present supporting documents. 

Article 203: The sancions imposed by Management and mentioned in Article 201 and 202 

of the Regulations may be reconsidered wdhin ten (10) calendar days. 

calendar days and the decision could beThe recosderatioi wl be resolved within ten (10) 

appealed before the Department within ten (10) calendar days from notification.
 

The appeal will be resolved within ten (10) calendar days as the last administrative resort.
 

Article 204: For repeated violations, the penalties established in the Regulations could be 

doubled. 

Article 205: The amount of the penalties mentioned in Articles 201 and 202 of the 

Regulations u1 be calcate"d in accordance with the final user's medium pnce of the monomial 

rate of low tension in force in the Republic's Capital City. 

Article 206: Management will propose to the Department the sanctions and penalty details. 

as wel as the procedures for its application which must be approved by Ministenal Resolution. 

In the cities located outside the Republk's Capital City, the sanctions will beArticle 207: 
imposed by entities appointed by Management. The entities must stnctly comply with the 

penalties and conditions mentioned inArticle 206. 

Only Management and the Committee are authorized to impose the sanctions derived from the 

development of the generation, transmision, and distribution activities of electrical energy. 
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Article 208: The sanatoned parties must deposit the amount of the penarties in the 
Department's account within fifteen (15) days from notification. 

If the sancuoned party requests reconsideraion or presents an appeal accorming to Article 203 of 
the Reguiations. but the appeal was not in his/her favor, the sanctioned party must pay the 
penalty plus the interest and negligent charges from the penood of time between the date the 
service snoulrl have been legally tenninated until the actual termination date. 

The interest and negligent charges are mentioned in Article 176 of the Regulations. 

T=rLE VflM 

INVESTMENT PROMOTION AND GUARANTEES 

Article 209: The Net Funds Flow in relationship with the compensation mentioned in Articie 
105 of the Law will be estimated for a penod of time of 25 years, and its present value will be 
obtained at the time of termination. 

Article 210: The amount of the compensation that must be paid to the concessionaire, in 
accorance with Article 105 of the Law, will be calculated by a specialized adviser enterprise 
appointed by the concessionaire. Management will supervise the reference terns and wid 
supervise the studies. 

The study must be ordered and finishied within sxy (60) calendar days from termination. When 
the study is finished, the Department will terminate the concessionaire within thirty (30) calandar 
days. 

The expenses involved in the studies will be paid by the Department. 

Article 211: The specified amount will be paid in cas by the Nation to the concessonaire. 
The payment will include the interest from the time of the proposed termination until the actual 
termination date. 

The interest will be calculated by applying the equivalent rate to the compensatory interest 
mentioned in Article 176 of the Regutaibons. 

Article 212: To comply with Article 106 of the Law, the concessionaire or entities will only 
present their franchise or authorization resolution. 

Article 213: In aordance with article 107 of the Law, the concessionaires that us5 the 
energy and natural resources coming from the country's hydraulic and geothermal sources must 
only pay the sole comoensation to the Nation. This compensation will be calculated in 
relationship with the energy unts produced at the central stations. 

Article 214: The sole compensation to the Nation mentioned in Article 213 will be paid 
monthly according to the following procedures: 

a) The central station's holder will perform an autoliquidation of his/her compensation by taking 
into consideration the energy produced during the previous month and 1% of the average 
price of energy at generation level: 

Page 35 



b) 	 The resulting amount must be deposited in the account indicated by the Agncultural 

Department of Hydroelectnc Resources and the Department for the Geothermal Resources: 

and 
c) 	 The ae~oisit will be completed by the concessionaire within the first ten (10) days of the next 

month. 

Management will venfy the compliance with this article, annually. 

Article 215: The average energy pnce at generation level mentioned in Article 107 of the 

Law wil be established and puolished by the Committee along with the rates in buses. 

The average energy pnce will be calculated by taking into consideration the consumption of the 

demand of 1 kilowatt with the load factor of the respective 3ystem dunng the previous year. This 
factor will be valued according to the actual rates in bu..ss where the basic energy pnce is 

calculated. 

TTTL Ix 

USE OF THIRD PARTY AND PUBLIC SERVICES 

Article 216: The dispositions of Title X of the Law regarding the use of third party a'd 

public services are to be fulfilled by the franchise companies developing activities mernioned in 
Article 3 of the Law. 

The enterprises that are not included in the previous paragraph &,id require the use of third Pam 

or public services in order to develop generation. transms.-on, and distribution activities of 

electrical energy will comply with the Civil Code. 

Article 217: The concessions mentioned in Article 110 of the Law will have the same 
validation date as the francises. 

The concessions provided to develop studies or other activity mentioned in Article 116 of the 
Law will terminate as soon as the studies arm completed. 

Article 215: When the concessonaum by using the rights mentioned in Article 109 of the 

Law. damage third party or Nation properies, t mut pay and repair the damage. 

For that purpose, the concessionaires wl agree with the damaged party in the way to repair the 

damage and/or the indemnificaton. If they cannot agrge. te parties will resort to arbitration. 

Article 211: The concessions mentioned in cause (a) of Article 110 of the Law will SO 
include the operatIon and maintenance of acc@s rowes and buildings. 

Article 2,W: The concesons for use of eecrical pipes utilized in the tranmsm and 
distribution systms. aerial or underground, ickude: 

a) 	Occupaon of the land. underground. andw aera surfaces which are needed to install the 
transformer subsations: 

b) Ocu=pation of the needed surface a- a for the installation of the electrcal coductor 

str ctures, the areas in the underground or a where they are installed: and 
of the influence zone of the sctical pipe. If It is an aerial electrical pipe. thec) 	 Demarcation 

te 	ground of the conductous' occulted area. Thedelimtation will be the projection o,* 
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wioth of this area will be determined in accoMance with the National Electc Code and other 

tecnnical regulations. 

not build or have a plantation which intrudes on the minimum
The owner of the land could 
secunty distances or. under the lines or the influence of the elecncal pipes mentioned in clause 

(C)of this anicle. 

from the
Article 221: For using exIosives at a distance of less than 5,000 meters 

installations of a hydroelectnc central station or at a distance of less than 200 meters from the 

axle of an electncal pipe, the holder must grant an authorization which will prove that all 

precautions have been taken. 

be presented to
Article 222: The application form for one or more concessions must 

Management by the concessionaire along with the followmng informauiin and documents: 

a) Origin and category of the concession: 
b) Durauon: 
c) Economic and technical justificaion: 

First and last names of the affeced parties:d) 

e) Oescnpton of the piresent situation of the land and air that will be affected:
 

a number of copies equal to the number of 
f) Financial report and concession's plans with 

affected owners: and 
g) Other requested documents or information. 

of Article 25 of the Law will have the
The concession's specifications mentioned in clause () 

same information and documents descrbed above. 

If the application form does comply with all requirements mentioned in Article
Article 223: 

it. but it will only process the appikaton if the irtested pat
222. Management will check 

within twenty (20) calendar days from notification. If the
provides the rest of the information 

interested party does not comply wifthin this period of time, the application form wil be canceled.
 

notify the owner of the
Article 224: Once the application form is a-zcepted. Management wi 

land and will send copies of the request and its supporting documents. The owner must express 

his/her opinion within twenty (20) calendar days. 

reat estate of the Nation, mwnipalities or any other public
If the concession affects the 

request a repion from the respective entity whI the indicated 
institution. ManagemeM will 

period of time.
 

Article 225 If opposition exists to the concession's establishment. Manaigeme t wig notify 

the concessiaire. The concessionaire must acquit the proceedings within the thid day. 

The oppostion must include complete supporting documentation and evidence. 

the establhdArticle 226: If fth concessionaire does not resolve the oppositon vw 


penod of time, the Dep rtment will issue the Resolution wdhin seven (7) calendar days.
 

the 
Article 227: If the concessionaire resolves the oppositon. Manogenit will receive 

the ,vidence *w ten (10) calendar ays from the opposiM
declarations of the parties and 

notification.
 

period of time expim, the Depatmen t wig notify Manage&m and issue the
Once the 

Resolution wdhin ten (10) calendar days.
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The Resolution issued by the department. imposing or modifying concessions.Article 228: 
could only be contradicted by legal proceedings relating to the inaemnification amount. 

The appralsal must be sent to Management within fifteen (15) calendar days from payment for 

the services to tho Appraisal Technical Group. Management will notify the parties within three (3) 

days of receiving the report. 

The costs must be paid by the interested parties in equal amoum, 

Article 230: Once the indemnification amount is determined in acor1dance with Article 229 

of the Law, the applicant must pay or consign ,tjundically in favor of the owner of the land within 

ten (10) calendar days from Management notification. If the owner does not pay after the period 

of time has expired. heJshe wil lose the right to the concesion. 

Once the payment is made on time, the applicant may request the conditions mentioned in the 

last two pa,"aqrapis of Article 118 of the Law. 

TITLE X 

COMPLEMENTARY DISPOSITIONS 

Articl 1 131: The concessionaires and enterprises that deveop generation, transmission. 

and distn; i- in activities of electrcal energy may sign agreements with the federal police for the 

installations' ,ntecion to guarantee the service to the community. 

nature

Article 232: The concessionaires have the right to delegate those activities whose 

permits them to be developed by other enterprises. This delegation vAN not develop any working 

relationship with the concessionaire. In this case, the concesionsire must notify Management 

and the Labor Union of the type of work to be done. 

The owners of the Main Transmission System of an interconnected system
Article 233: 

cannot commercialize electricity. Such commertalization will result in the termination of thir 

nghts, 

Article 234: The Department will annually detemnie the payment amount which must be 

paid by the concesmonaslw in accordance with claum (U)of Articie 31 of the Law. The amount 

cannot exceed the 1% of the annual sales. The Department must also indicate the amount that 

wl be allocated to the Committee and to Management, as welil as payment schedules. 

30th of each year.The Deparilent will fix the payment amount before NovemWle 

Article 23:h The part of the payment menuaied inArtie 234 of the Law that goes to the 

Committe wil be directly given by the =ncsrAoa'res inaccordance with the established 
intme, they will be subiect to intere" and 

payment schedule. If payments are not made 
negigent delay charges mentioned in Article 176 of 2'he Regulations. 

Artlcle 236: In order to fulfill the oblgations mnmoned in the Law and Regui!thoIW 

have the part of the payment mentioned in Artcle 234 of the Regulatlons and
ManagemeN wWl 

of these Regulations. These
the resources obtained through the guarantee mentioned inTitle III 

be directed to hinng services m accoedance wil th regulations estiablied by the
resourcS wi 
Department. 
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The Decartment will deliver the resources to Management. 

Article 237: The references to ITJ will be automatically replaced by the new units. 

Article 238: All enties develoing prolec.related information must notify the Oeoartment 

for the infonriation to be taken into consideration for the development of the Referential Plan 
mentioned in Article 47 of the Law. 

Article 239: Management has the right to dictate the complementary dispositions for the 
compliance of the Law and Regulations. 

TITL X! 

T.MPORARY DISPOSITIONS 

FIRST; The Electric Franclise Record must be established within 120 calendar days from 
the Regulations enforcement date. Inthis penod of time, Management will approve the internal 
regulations. 

SECOND: The standard losses fixed according to Article 143 of the Regulations must be 
progressvely attained in three penods when the distribution rates are being fixed. In the first 
penod. a reducion of 50% of the total present losses must be attained. 

THIu: The generating and distrilbton interprnsas that belong to the Nation's company 
activity must sign an electncal suppy contract for five years. The price must be regulated. 

FOURTH: The Committee's permanent budget for 1993 must be approved by the Board of 
Advisers in accordance with the terms mentioned in the Law within thirty (30) calendar days from 
installation. 

Once the budget is approved, the Board of Advisers will send 1"e budget to the Department for 
its acceptance within five (5) calendar days. The Department will pronounce its judgment within 
fifteen (15) calendar days. Once tis period of time has expired, the budget wil be domed 
approved. 

FIFTH: 'For the comparison meriticned In Article 129 of the regulations, the Committee wl 
take until May 1994 as the date dermining the averae pice value of the rates in buses which 
will be calcuateod by taking into conideration 3n economically adapted generation system. 

SIXTH: I application fees hav ben paid (in cash or installments), application forms for 
new service or requests to increm thci ontracted power that wor in the process of be" 
accepted by Ow time the Law became efictive wiN be ruled by the Regultions in existence at 
that time. 

This disposdion also applies to thv applicant located outside the provisional franchim 
mentioned in tWag Fourth Temporamy Disposition of the Law. 

SEVENTH: The Committee wdl assume all COES functions related to fixing the rates. 
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EIGHTH: The Public Electncal Service distribution companies must notify eaca of their 
users about the Contracted Power within ninety (90) calendar days from the Regulations' 
awarding aate. 

NINTH: Management must impose the Technical Regulations in order to minimize the 
conditicns which makes the service more expensive. 

TENTH: Througn Ministenal Resolution. the Department has the right to issue the 
complementa,"y acspostons wnich could be needed for complying with the Law and Regulations. 
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RULES AND REGULATIONS TO IMPLEMENT EXECUTIVE ORDER NO. 
215
 
ON PRIVATE SECTOR PARTICIPATION IN POWER GENERATION
 

Pur:-uant to Section 2 of Executive Order No. 215, the
 
?ationdl Power Corporation (NAPOCOR) and t iNational 
Electrification Administration (NEA) hereby promulgate the 
following Rules and Regulations, as approved by the Office of 
7nergy Aftairs (OEA). 

PART I
 

GENERAL PROVISIONS OF THE RULES AND REGULATIONS
 

The succeeding Articles shall include the general provisions
 
to be followed for all types of generatinS facilities ownec by

the private sector participating i6 power generation.
 

ARTICLE I
 

STATEMENT OF POLICY, SCOPE
 
__AND DEFI NITION.OFTERMS
 _
 

SECTION 1. Statement of Policy. The NAPOCOR shall be
 
responsible, for the stra.tegic and rational developmen. of the
 
country's power grids including the construction of associAted
 
generating facilities and the setting up of transmission line
 
grids in Luzon, Visayas, and Mindanao. However. pri"ate

corporations. cooperatives or similar associations shall be
 
allowed and encouraged to construct and operate ele,', ic
 
generating plants.
 

SECTION 2. -Scope. These Rules and Regulations shall gov-rn

the relation between the NAPOCOR, the NEA, and sucii 
 prL'ate

corporations, cooperatives or similar associations 
 as n,a.t: he
 
allowed to acquire, construct and operate electric gener'ting

plants and facilities pursuant to Section 1 c2 the .xecu-.ivp
 
Orner.
 

SECTION 3. Definition of Terms. 
 As used in these Ruli. 1nd
 
Regulations, the 
 following terms shall have the foil-,.,ing
 
respective meanings:
 

a. 	 "Avoided Cost" means the incremental investment' "an,/o{
 
operating and maintenance and overhead costs' that in
 
electrir utility would incui . thr'u putt :. .
 
additional capacity and/or operatiing its own :.,w-r
 
plants, if such utility does not buy ,.lctric ..',,.,., -& 
eapacirv or both from a privatte .e-tur %e0e.1 .tA..n
facility PSGF).
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b. "Back-up Power" 
means electricity 
supplied by NAPOCOR
or 
 an electric 
 utility to 
 replace 
 electricity
ordinarily 
 generated
facility by L private
(PSGF) sector generation
during unscheduled 
 outages 
 of the
 
latter.
 

c. "Block 
Power 
 Production 
Facility 
 (BPPF)"
facility means Ca
which 
 is programmed 
 and Included
NAPOCOR in
Power Development the

Program3 but
constructed is owned,
and operated by entities from the
sector private
and whose generated electricity shall 
 be sold
solely to 
NAPOCOR.
 

d. "Bottoming-cycle 
 Cogeneration 
 Facility"
cogeneration facility in'which the energy input 
means a
 

system is to the
first applied to 
a useful 
 thermal 
 energy
process, and the reject heat emerging from the 
 process
Is then used for Power productlon.
 
e. "Capacity" 
means 


generating 
the load for which a generating uni.t,
station, 
 or other electrical apparatus
'ateid, usually in Kilowatts is


by the manufacturer.
 
f. "Cogeneration Facility" means 
a facility which produces
electric 
energy 


(such 
and forms oZ useful thermal energy
as 
 heat or steam), used for
commercial. industrial.
heating, 
 or cooling purposes, through the
sequential use 
of energy.
 

g. "Coincident Maximum Demand" means 
the maximun,demanO,at
the instant of 
greatest load of NAPOCOR.
 
h. "Developmental 
 Plans". 
 refers
interchangeably with 

to and is used
the Power Development 
 Program
(PDP) of 
the NAPOCOR.
 
L. "'Distributing System", 
 means
electric the electric system oi an
utility 
which 
delivers
transformation points on 

electricity from
the transmission system to 
the
'consumers or end-users.
 
j. "Electric Cooperative" shall mean a corporation
RA 6038 under
or PD 
269 as amended by
cooperative PD 1645 or a
supplying or empowered to
service supply electric
which has heretofore been organized under
Philippine the
Non-Agricultural 
 Coop. Act. 
 whether
converted under P.D. 260 or not.
 
k. "Electric 
 Energy", 
 as commonly used 
in the electric
utility Industry, 
means kilowatt-hours.
 
I. "Electric 
Utility System". refers to
system the distribut'..nof an electric 
 cooperative, 
 iocAI-ove-r-nieir.owned and pivately-owned electricWthll utility u er.3tinothe tjAPCCOR aria electric utility power grit-o 3 ' 
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m. 	 "Electric Utility", refers 
to the electric cooperative,

local-government-owned 
 and privately-owned 
 electric
utility operating 
 within the NAPOCOR grids 
 or other

electric systems.
 

n. "Franchised 
Area" shall mean a geographical 
 area
francnised 
 to a public service ,entity, such as:
electric cooperative, 
 local government 
 or privately

owned electric system.
 

o. "Grid. means 
the electrical system 
of interconnected
transmission 
lines, substations and generating 
 plants
of the National 
Power Corporation, or 
 the concerned

electric utility 
as the case may be.
 

P. "Incremental PSG Power" 
means electricity supplied by
NAPOCOR 
or an 
electric utility, regularly used by 
 an
owner of a qualified private sector 
 generation
facility 
 in addition 
 to that which 
 the lat~er
generates 
 itself. 
 It is the difference 
 between Ehe
total electricity 
 requirement 
 of a private sector
 
..... 
 ...
an...the -am unt it gerarates.
 

q. "Interconnection" 
means the 
connection 
of a generating
fcility or 
 a power distribution facility 
 to an
electric utility system or 
the NAPOCOR grid.
 

r. "Interconnection 
 Costs" means 
 the costs 
 of all
necessary 
 interconnecting 
 electrical 
 equipment,
protective 
 devices and control equipment needed 
 by a
private sector 
 generator 
 for its PSGF to permit
interconnected 
operations with NAPOCOR or 
an electric
 
utility.
 

s. "Interruptible 
 Power" means electricity supplied by
NAPOCOR or an electric utility to 
 a private sector
generatbr subject 
to interruption by the 
former.
 

t. "Maintenance 
 Power" means 
 electricity 
supplied by
NAPOCOR 
 or an ele'tric utility, 
 to a private
sector generator whose PSGF is 
 undergoing scheduled
 
maintenance work.
 

u. 
 "National Electrification Administration or NEA" 
 means
the corporation, wholly-owned and controlled 
by the
government, 
 created under the 
 provisions 
 of
Presidential 
Decree No. 
 269 of 8 October 
1979 4na
tasked primarily 
 to administer 
 the rural
 
electrification program.
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v. 	 "National 
 Power Corporation 
or NPC" means the
corporaton, 
 wholly-owned 
and 	 controlled 
 by 	 the
government, formed under the provisions of 
Republic Act
No. 6395 of 10 September 1971 
and tasked primarily to
undertake 
 the development of hydroelectric generation

of power and 
 the 	 production from
of electricity

nuclear, geothermal and 
other sources, as well 
as the
transmission of 
electric power 
on a 	nationwide basis:
 

w. 	 "Office of Energy Affairs 
or OEA" means the government

agency formea under the 
provisions of 
Executive 
Order
No. 193 of 10 June 1987 and be 

for 	

primarily responsible

the formulation. 
 planning, 
 monitoring,
implementation 
 of. and coordination of policies and
programs 
 in the field of energy. By virtue of
Executive Order No. 
215, 
the OEA was given the mandate
to review and ,.pprove the draft Rules and 
 Regulations


to implement 
 the Executive Order No. 
 215, initially
drafted and 
 submitted to 
the OEA by the NAPOCOR ano
NEA, after appropriate 
 public consultation with
concerned parties including the private sector.
 

x. 
 "Peak Demand" means 
the maximum integrated load 
 domand
occurring for thirty (30) minutes continuously.
 

Y. 	 "Person" 
means 
any natural person, firm, 
 association,

corporation, business trust and partnership.
 

z. 	 "Primary 
Energy Source" means 
the fuel used 
for 	 the
gerneration 
 of electricity, 
except that such terms 
 do
 
not include:
 

1. 
 The minimum amounts of fuel required for ignition,
start up. 
 testing, flame 
 stabilization. 
 and
 
control uses, and
 

2. 	 The min um aImuno1tu of fuel r'tqui 'Va to Ii. . 
o- prcvent: 

1. 	 utiat it cipated equipt t ,iL .-indutages. 

LI. 	 eileL'gencI 
 , directly affectina 
,i, pute i,,.
health, safety or welfare, which w.,,jlc i-tlt 
from ejtCt',<, power outages. 

a.1 	 "Privat, Suctor Gutseration Facility. (PS'F, 
 ,her;
 

i. 	 dtny cogeneration 
and 	 renewable Le, uI wr 
production facility.
 

2. 	 any 
 elr.ct'ic generating facility, particuiaiL/ 
 a
Block 
 Power Production Facility (BPPF)• 
 i n-ncprimarily to 
 sell all its prdIuct Io r ,t ' -NAPOCOR 
grids. "consistent with the 
 deveiopr- .,.,:
plans iormulated by 
the National P'w-i 
CopF. . .. 

, o.l
 
'I 	 " I1~r r r~n2 I 

........,I•!,'7, 	 $ 



3. 	 any electric generating facility that 
 shall
indigenous energy resources as 	
use
 

its primary fuel.
 
b.1. 	"Private 
 Sector Generator" refers to 
 the 	 owner
operator 	 and
of the accredited PSGF.
 
c.1. 	"Purchase" 
 means 
 the purchase
NAPOCOR 	 of electricity
an electric 	 by
utility 
from 
 a
 

sector generator. 
 K.
d.1. 	"Rate" 
 means any 
 price, tariff 
 or
classified 	 charge, as
by 	 NAPOCOR or 
the electric 
 utility
respect to 	 with
the sale or 
Purchase of electricity.
 
e.1. 	"Renewable Energy Sources" 
means sources of
are 	 energy that
regenerative 
 or virtually inexhaustible
biomass, solar, wind, 	 such as
geothermal 
or hydro,
means 	 and also
by-product materials that but for their use
source as a
of energy would be considered waste.
 
E,1. "Rules on 
Sale of Electricity" refer- tz
set by 	 the pr=cadures
NAPOCOR 
 for its 
 customers
regarding 	 to follow
matters 
 on 
 direct connection,
billing 	 billing,
protest, adjustment clause, payment of 
 bills,
and other matters relative to customers' service.
 
g.l. 	"Renewable 
Resource Power Production Facility (RRPPF)"
means 


of 
a facility which produces electricity by the use
renewable 
 energy resources as 
its Primary energy


source.
 

h.l. 	"Sale" means 
the sale of electricity by NAPOCOR or
electric utility to 	 an
 a 
Private sector generator.
 
1.l. 	"Spinning 
Reserve" 
means generating capacity
on-line 	 that is
and ready to 
take load. 
 but in excess of
current load of 	 the
the electric system.
 
j.l. 	"Systema Emergency" means a condition on NAPOCOR's or
electric utility's system which is likely 

?n
to result
imminent significant disruption of service to 

In
 
customers
or is imminently likely to 
endanger life 
or property.
 

k.1. 	"Topping-cycle 
 Cogeneration 
 Facility"
cogeneration 	 means alfacility in which the energy input
facility is first used to 	 to tho
produce useful power with thv
reject 
 heat recovered from power production then 
used
to 
provide useful thermal energy.
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1.. "Uncontrollable Forces" mean any occurrence be/.zrc rt
control of a party which causes that party to be uriame
 
to perform Its obligations and which the party has been
 
unable to overcome by the exercise of due diligence.
 
including but not limited to flood, drought.
 
earthquake, storm, fire. pestilence, lightning ana
 
other natural catastrophes, epidemic, war, riot, civil
 
disturuance or disobedience, action or inaction of
 
legislature, judicial or regulatory agencies, or other
 
proper authority affecting the operation of.tne PSGFs.
 
failure or sabotage of facilities which have bean
 
maintained in accordance with good engi:.eering and
 
operating practices in the Philippines.
 

m.1. 	"Wheeling" means the provision of electric energy
 
transmission services by 
 NAPOCOR or an electric
 
utility for the purpose of enabling the owner of an
 
accredited PSGF to transmit power to another system or
 
end-user.
 

ARTICLE II
 

QUALIFICATIONS OF A
 
PRIVATESECTORGENERATIONFACILITY
 

SECTION 1. Ownership. Qualifications as to ownership of 
 a
 
PSGF shall be any of the following:
 

a. 	 A PSGF may be constructed, owned and operated oy
 
private persons, private corporations, cooperatives or
 
similar associations not primarily engaged in the
 
generation or sale of electricity and shall be governsd
 
by applicable Philippine Laws on corporations or
 
similar associations as to registration, independent
 
auditing, taxation and other related 
 matters as
 
provided by said laws. Foreign entities may
 
participate in electricity generation subject to
 
applicable Philippine laws.
 

b. 	 Private corporations cooperatives and similar

associations p 
 rion or
 
sale of ele nc power, re errs
 
implementing rules as electric utili,ties, may own,
 
construct and operate generating facilities but snail
 
be subject to electric utility regulations concerning
 
rates, financial limitations, taxes and otner laws
 
applicable to their operations as 
electric utilities.
 

For entities availing of the government's Investment Priorities
 
Program, such entities she.ll 
be guided by relevant legiflEion
 
thereto.
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SECTION 2. Facility_Ciassification. A Private Sec.c-r
 
Generation Facility referred in this Part of these Rules anc
 
Regulation shall include the following electric rJeneratino
 
plants :
 

a. 	 Cogeneration faciliti uch as toppina-cvci&,
 
bottomLng-cycle and oss± fuel coeneration unts,
t
 
meeting enginoering, operating and efficiency standards
 
as prescribed in Section 5 of this krticle:
 

b. 	 Renewable Resource Power Production Facilities such as
 
those using biomass, solar, wind. geothermal, hydro or
 
wastes as the primary source of energy; and
 

\ c. 	 Electric generating facilities that shall use 
indigenous energy resources as their primary fuels. 

ctrL- SECTION 3. Ju'risriction ofNAPOCOR andNEA. NAPOCOR shall
 
have jurisdiction over all private power production in 
 areas
 
served by the NAPOCOR grids. NEA shall have jurisdiction over
 

Lt Ti all other areas rot served by the NAPOCOR grids.
 

N 4. o 	 t: Ths i -'aSr0 4 z G rara1ngUni " maxirnum z, 


a generating 	unit of a PSGF shall be limited to the existing
 

largest generating unit size or 10% of the coincident maximum
 
demand of the concerned NAPOCOR grid or as allowed by NAPOCOR.
 
Further, for areas within the jurisdiction of NEA. the size of
 
generating units allowed by NEA shall be based on the demand of
 
the electric cooperative in accordance *iitn the Pow-r Expansiol
 
Program as approved by NEA.
 

SECTION 5. Engineering, Operating_andEfficiencyStandards.
 
A PSGF shall be guided by internationally-accepted standards in
 
engineering . operations and reliability.
 

SECTION 6. 	 Ccore Any proposed
 

generating ac1ity an! qualf as 
a PSGF if it can provide a
 
net foreign exchange savings o the nation, by virtue of:
 

a. 	 generating electric energy more efficiently or cheaper
 
than can otherwise be generated by existing plants:
 

b. 
 usingt 1ndignou3 and/or renewable,energy sourcs: 


c. 	 accessing lower costs of capital and/or cheaper plant
 
investment.
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ARTICLE III
 

PROCEDURES FOR APPLYINJG FOR ACCREDITATION 
AND INTERCONNECTIOII
 

OF A COGENERATION AND A 
RENEWABLE RESOURCE 

POWER
 

GENERATIONFACI'LITY_
 
PRODUCTIONFACILITYASAPRIVATESECTOR 


-r
Generss
Sector
Private

1. AccreCitati i 
. 1 

't 
liC. 1o1 or dccr'attati1 

tle qudillficatLiOls 
FaciiitY (PSGV) wllcl. meets 

11 is a qualified PSGF.
 in Article
set torth 


The owner 
or 13 e ra ., t 
uy I4MPOCOR. vihet hvr2. Nccecijtatioii of NAPOCJR.-:ZE:T1011 )urisdictiolPSG. witjl tht: .ta propuse.CI the facilitYo i whether 

for int rfa use or not ina 
1JJUntf .i)solely wh"s Q.nmz:W_11t. 

shall be constructed, and 

existing or hereof, shail apply
Article II 


the limitations under to NAPOCOR. For facilities

Sub)eCt to e iasa qualified PSGF s eu 
 but
the owner.
of
internal use
solelY for 

wnose generation is not NAPOCOR shall
 

NAPOCOR or electric utilities,
for sale to the nearest
also with
utility
LIectric
franchised to
determine the 
which the PSGF shall be 

obligated 

facilities
distribution 

to 
utility distribution
electric
nearest
If the czzt-
Interconnect. 
 the interconnection would 

not b 

are such that
facilities the OEA to directly
the approval of 


effecitve, NAPOCOR may seek 


connect the P5GY i1trft7
 
ovrener
by the HEA. The of a
 

3. Accreditation for
SECTION NEA shall apply 

PSGF within the jurisdiction ot 

r.proposed NEA. which shall cete 
accreditation to to a2,y
certifioation and the 


accredited PSGF shall 
be directly connected 

shall
the PSGF.
wnether the qualified
In which case
cooperative. requirements
electric technical and operational
and
the procedures
foilow 

of NEA.
 

A copy of
 
4. OEAonitoringofAccredited_PSGFs. NEA
SECTION by NAPOCOR and 


of accreditation issued the
the certificate 3 together with
2 or
Sections
to foregoing for-ardeo
relative be promptly

technical description snal 
r.rrespondinq 


to OEA for monitoring purposes.
 

Facilities
 
5. GeneratiOn-by-Electric-Utilities" for
SECTION is solely 


an electric utility and whose generation 
 furtner
owned by 

owner electric utility snall be 


of'the
the internal use 

these Rules and Regulations.
guided by Part V of 


e s for
Primarily
by Non-utiliti
 
SECTION 6. Generation primarily
intended 


Facilities whose generation 
is 


also plan% to
Internal Use. 

of the non-utility owner but 
trie internal use electric
fo r the NAPOCOR grid/concerned


production to a
 

utility snall Li further guided by either 
Part II or Part III 

sel'
 
sell excess 


these Rules and Regulations 
when such plan to 


of
applicable, 

is e[fected.
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SECTION 7. RepresentationDuringAccreditation/Negotiation.
 
Where proposals for PSGFs are submitted by persons or entities,
 
foreign or local. other than the organization which is or will be
 
set up to construct, own and operate the facilities, agreement
 
made during any negotiation after accreditation shall not legally
 
dina parties involved thereto until such time when a final
 
contract is agreed upon and signed. Documentary support such as
 
Letters of *Intent and Memorandum of Agreement made and signed
 

during any negotiation shall be used as bases in the prepar.tion
 
of the actual contract between NAPOCOR or the electric utility
 

and the Organization, existing or newly created, owning the PSGF.
 

SECTION 8. Revocation-ofQualifiedStatus. NAPOCOR or NEA
 
may revoke the qualified status of a PSGF which has been
 

accredited under this Article If such facility fails to comp)y
 
with the requirements of these Rules and Regulations or any of
 

the statements contained in its application for certification
 

FDecision of revocation of qualified status shall be done only7 oO, 
upon approval of OEA and after the owner of the qualified PSGF 

has been given due process or the opportunity to explain fallura 

of compliance. 

SECTION 9. App i.cation 'and.NegtiaonforInterconnection
 
withinNAPOCORgrids. In cases where NAPOCOR determines that
 
the generation of an accredited PSGF within the NAPOCDR's
 
juris ictipn snould be sold to a concerned pactric utllivy L the
 
owner of said qualified PSGF shall apply and negotiate with the
 
concerned electric utility for Interconnection with the latter._
 

If interconnection is hindered by any disagreement, the owner orr
 

the PSGF may negotiate with NAPOCOR for the latter to purchase
 

the PSGF'sgeneration itself. NAPOCOR shall then treat the PSGF
 

generation site as a delivery point of NAPOCOR to the electric
 

utility operating near the site where the PSGF is located. If
 

neither NAPOCOR nor any concerned electric utility snail
 
%hen the owner of the PSGF
interconnect with the qualified PSGF, 


may elevate his case to the OEA for settlement.
 

a PSGF within NAPOCOR's jurisdiction
Upon accreditation of 

3nd whose generation is also for sale to NAPOCOR. the owner of
 

said qualified PSGF shall apply and negotiate with NAPOCOR.. Any
 

any matter that hinders the interconnection of
disagreement on 

the PSGF with NAPOCOR bha.l settled by OEA.
 

owners'
Accredited PSGF whose generation is solely for the 

so
internal use, need not apply for interconnection, but may do 

or
if in tho future there is a likelihood that sale to NAPOCOR 


provisions of Parts

electric utilities would occur following the 


I and either Il or III of these Rules and Regulations.
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a PSGF
 
privately owned electric 

utility conpecting with 

A 

any interconnection
 
ERB and OEA a copy of 


submit to the with PSGF for review and. monitoring
shallagreement reached said 

purposes. An electric cooperative connecting witlh a PSGF shall 
tosuLmt a copy o any interconnection agreement with said PSGF 


The NAPOCOR
 
NEA and OEA 	for review and monitoring purposes. 
tne 	 agreement
interconnection
a copy of any


shall only 	furnish OEA 


for review and monitoring 
purposes.


with a PSGF 

in this
 

that the interconnection agreement, 

It shall mean 	 the
between
reached
the agreement
already includes
%nstance. 	 of the PSGF on matters
 

and the owner
utility/NAPOCOR 	 and
electric 	 and sales, operating

purchase
rates of


pertaining to 	 protective and
 
for dispatch.
schedules, procedures
maintenance 	 important to both

that are
and other items
devices
metering 


parties.
 
La
Prior 


Actionon iodificat-ion-ofEaPSGF.
10.
SECTION 	 a PSGF
 
alteration or modification 

of 

undertaking 	any substantial the
 

has been certified under 
these Rules and RegulaticiAs. 


which to NAPOCOR.
PSGF shall apply
such ;uaifie
owner or operatoc Of 	
that the proposed


for a ruling

as the case may be, 


or to NEA 	 the facility's

in a revocation of


result
would not 	 or
alteration 	 alteration 
term "substantial
The
status.
qualified 	 alteration,
means such 

of a qualified PSGF" 


modification 	 affect the
 
as will materially


or other changes 
 of
 
.of the information submitted pursuant


modification 	 to Section 4 


accuracy 

this Article.
 

ARTICLE IV
 

OBLIGATIONS OF NAPOCOR. 
NEA, ELECTRIC UTILITIES,
 

OFQULIFIED PRIVATE SECTORGENERATION 
FACILITIES
 

A14D.OWNERS 


Erom -Qualiied.PSGF.
 
1. Purchase-ElectricitYEnergy
SECTION 	 at rates
shall purchase,


concerned electric utilities 
or 	 any
NAPOCOR, 	 V. hereof.
Article
in accordance with 
be established 	 by the
to 	 available 

energy and capacity which is made 


electric 

a qualified PSGF.
 owner of 


Pmwer Already
 
Purchase by Electric Utility 

of 

SECTION 2. 	

with the agreement of the
 
electric utilitY,
Contracted. Any 	 another concerned
NAPOCOR or 


owner of a qualified PSGF and the 	 that the NAPOCOR

electricity 


electric utility, may 
purchase any 	

to purchase from
 
is contracted 


or the concerned electric 
utility 	 Rules and
these 


the PSGF under the provision 
of 


of
said owner 

Regulations.
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SECTION 3. Sale of ElectricitytoaOualified-pSGF NAPOCOR
 
o' any concerned electric utility shall sell to any owner of a 
qualified PSGF electricity requested by the latter, in 
accoruance with Article VI, hereof. 

SECTION 4. Interconnection within NAPOCOR grids. The 
NAPOCOR oft any concerned electric utility shall allow such 
interconnection with any qualified PSGF as may be necessary to 
accom-lisn purchases or sales under these Rules and Regulations. 
Upon approsal of the application and effectivity of an agreement 
for Interconnection by the owner of a qualified PSGF and NAPOCOR 
or any concerned c.lectrtc utility, the NAPOCOR or the concerned 
electric utility may issue an order requiring the physical 
connection of the qualified PSGF to the transmission facilities 
of NAPOCOR or NEA, or to the distribution system of th- concerned 
electric utility. 

SECTION 5. Interconnection within NEA jurisdiction. The NEA
 
shall allow such interconnections with any qualified PSGF as may
 
be necessary to accomplish purchases or sales under these Rules
 
and Regulations. Upon application for interconnection of any
 
qualified PSGF to NEA. the NEA may issue an order requiring:
 

a. 	 The physical connection of any qualified PSGF to the
 
distribution facilities of any concerned electric
 
cooperative;
 

b. 	 The qualified PSGF to provide at its own expense the
 
pecessary interconnecting electrical equipment and
 
devices including associated distribution facilities.
 
melting equipment, protective relays and communication.
 

L 

in accordance with appropriate electrical plans 
approved by NEA to make an effective 
physical/electr;..al interconnection to the system of 
the electric utility concerned. 

ECTION 6. !.ansmiss on to Other Electric___Utilities
 

(Whe.e ing). The owner of a qualified PSGF?;-y arrange with the
 
NAPOCOR/any concerned e c tric~utility, to transmit the
 
electricity,. of the former to a third party (electric utility or
 
end-user). Any third party electric utility or end-user to which
 
such electr city is transmitted shall purchase the same under
 
this Section. The rate for purchase by the third party (electric
 
utility or end-user) to which such electricity is transmitted
 
_nall be adjusted to refloct line losses and shall include
 
charges for transmission. A tariff structure for wheeling shall
 
be applied by NAPOCOR or a concerned electric utility to the
 
owner of the PSGF for the use of transmission facilities.
 

SECTION 7. SafetyRequirements. The owner of the PSGF shall
 
provide and Install protective devices in their facilities as a
 
safeguard from any NAPOCOR or NEA or electric utility system
 
disturbancts.
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SECTION 
8. Periodic-Report

of tne 1 ng_to_NAPOCOR
PSGFs 
 snail regularly submit 

and NEA. The own~Iprescribed 
 form, to NAPOCOR or
operating NEA 

requ reo by NAPOCOR 

and other iniormation 
in a
 

or as may
NEA for monitoring and planni'ng Purposes. 
be
 

ARTICLE V
 

RATESFORPURCHASES
 

SECTION 
 1. 
 General-Provision.
utility small 
 NAPOCOR
not 
be required to or an electric
pay more 
than 
their a'Oidea cost,
SECTION 2. 
Purchase 
Rates Oualification. 

Rates for 
purchase
 

Be just
a. 
and reasonable 


.APOCOR to the electric
or concerned customers
electric utilities of
 
in the
'ublic interest; 

and 


b. 
 Be in accordance with the 
guidelines
electri 
 c==Per±t!ve:, set by NEA,
and ER. for
 
electric for p._,atejy
utilities, owned
 

on 
 matter
this 
for qualified


PSGFs 
 where full 
and/or excess
sold to production shall
the systems 
 of concerned electric 
be
 

utilities.
 

SECTION 3. 
Adjustments
or and -inFinancial_Accounting.
concerned electric utillties
their financial accounting shall The NAPOCOR
accordingly
purchases systems and procedures resulting
adjust
of electricity from private sector 
 fron
rate of 
return on generators.
rate base levels LThe
shall
all adjustments have 

then be determined after
been made and set 
in place.
SECTION 4. Determination.of AvoidedCost. 
The NAPOCOR ano
any 
other utility. that purchases PSGF power under these Rules 

Regulations 
 shall calculate their avoided
three and
costs. 
not later
Regulations, 

and 
than


(3) months from the date of effectivity of
shall make these IRules
Affairs available and
to the Office
the data and methodology from which avoided 
of Energy
been derived. 


costs 
 have
These data and methodology shall be updated as.may
bc required.
 

ARTICLE VI
 

Rates forSales
 

SECTION 
1. 
 General 
Rules,
for Except
sales of NAPOCOR for back-up power, rates
or
qualified PSGF, shall 
the concerned electric utility
be based on to the
between the net
the interchange of
said qualifieU PSGF and NAPOCOR 
 energy
 

or the 
 concerned

12,
 

http:Determination.of


o.ergy results in

If said interchange of


electric utility. 

u:.., the appiicaoie
to pay for electricity
requiring the PSGF 


the PSGF in
 
in this case shall not 	discriminate against
rates 
 by
customers served 


to rates for sales to 	 other
comparison 

NAPOCOR or the concerned electric utility.
 

edPSGF.

Services -tobeProvldaed_to any__Oualif
SECTION 2. 


with the owner of a qualifizi PSGF.
 
a. As contracted 


or the concer ed electric utility shall
 
NAPOCOR 


"as available basis":
provide on 


power:
1. Incremental PSG 


2. 	 * Back-up power:
 

and
3. Maintenance power; 


4. 	 Interruptible power.
 

and concerned *electric utilities may 
waive
 

b. The NAPOCOR 

the preceding Subsection (2a) if.
 

the requirement of 

or
the araa zerved by NAPOCOR or NEA 


after -notice in 

NEA or the electric
 

the elsctric 	utility. NAPOCOR or 


and finds that complianae' with
 
utility demor.;trate3 


such requirement shall:
 

electric utility's ability
1. Impair NAPOCOR's or 	the 

to its customers: or

to render adequate service 


a harsh and undue burden on NAPOCOR 
orthe
 

2. Place 

-affected electric utility. 


Rates for sales of
 
3. Rates for Back-up_Power.
SECTION 


a rate mutually agreed upon and
 PSGF shall be 	at
back-up power to 	 the P3GF
 
a contract between the owner/proponent 

of 

stipulated in 


and NAPOCOR or the concerned electric 
utility.
 

ARTICLE VII
 

STANDARDS, ENVIRONMENTaL CONCERNS
OPERATING 

AND OTHER MATTERS
 

The
and Reliability.
Standards for Operati.ons
SECTION 1. 
 follow
 
and the concerned electric utility shall 


NAPOCOR 	 to
standards 

Internationally-accepted engineering
established 
 interconnect,-,
 

safety, systenm-securitY 	and 
reliability for 


ensure 	 the
NEA and
NAPOCOR or 

system operationz. Furthermore, 


systev
 
concerned electric utility shall 

evaluate and approve the 
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Mechanical Engainetrin
to Eleztrica4.
design, adhere 	 and 

installations
 

as well as pnysically inspect the Rower 
standd-rdS. 

the PSGF that will
 

testing and commissioning 	of 
and 	 witness the 

that 	 all necessary


to the system to ensure

be interconieCted 


are in place and functioning properly.
equipment 


PSGFs
Ouaiified

2. 	 Environmental__Concerns.
SECTION 


management. including,
on environmental
standards
shall meet 

levels, water quality.
air quality, noise 
among others, those 
on 	 use and


balances and controls, 	 land 

waste, e.mission
solid 


th 'nugh appropriate government
 
as 


agencies.
 

Consistent with 


esthetics -required by law 


these

SECTION 3. Contents.ofContract. 


the ownert of
 
all 	 contracts between 


rules and regulations. 

or the concerned electric utility shall
 

and 	 NAPOCOR
PSGFs, 

among 	others, the folir'wing:
include. 


Parties:
 a. Identification 	of 


b. 	 Recitals (rationale of contract):
 

(general agreements):
c. 	 Considerations 


power purchase and
 
d. 	 Purc iase and Sale (stipulation of 


sale):
 

Delivery:
e. 	 Conditions of 


1. 	 Point of Delivery
 

('technical specifications for
 
2. 	 Character'of Service 


expected power output)
 

3. 	 Power Factor
 

4. 	 Continuity/relability
 

from Facility an Adjustment clauses;
 
Rates for Purchase
f. 


for Sale to Facility 	 and Adjustment clauses: 
g. Rates 

and Payment Terms:
 h. 	 Billing Periods 


Penalty and -Discount Clauses:
i. 

ana
 

Rights and Obligations of 	NAPOCOR/Electric U.jility 

j. 


PSGF:
 

OwnershiP, Design, 	Operation and Maintellailce
 1. 


2-	 Construction Requirements
 

Plans and Specifications
3. 


L14l~';L'
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4. 	 Inspection and Tests
 

5. 	 Change of Equipment
 

6. 	 Costs
 

7. 	 Control and Protective Apparatus
 

8. 	 Location
 

9. 	 Delivery and Amount of Production
 

10. 	 Notices
 

11. 	 Land Rights
 

12. 	 Regulatory Approvals
 

13. 	 Codes and Standards
 

14.. 	 Removal of Equipment
 

15. 	 Provisions for Contract Violation
 

k. 	 Cperations;
 

1. 	 Date of Operation
 

2. 	 Operating Procedure
 

3. 	 Sell-back Conditions
 

I. 	 Safety Requirements;
 

m. 	 Force Majeure;
 

n. 	 Meter Provisions and Metering Arrangements:
 

o. 	 Right to Access for Inspection, etc.;
 

p. 	 Liability of Each Party with Respect to Operations;
 

q. 	 Duration of Contract and Conditions for Contract
 
Cancellation;
 

r. 	 Provision for Security; and
 

. Additional Provisions.
 

SECTION 4. Force_Mauure. Neither party to 1 a contract
 
shall be in default if failure of performance of the terms of the
 
contract is caused by factors due to acts of God, nature or
 
uncontrollable forces.
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PART II
 

SPECIFIC PROVISIONS FOR 
 tINI-FRIVATE SECTOR
 
GENERATION FACILITIES )ITH CAPACITY LESS THAI'O000 KILOWATTS
 

In addition to 
Article I: Sections i. 2, 3 anu
II: Sctions 1, 4. 7. 6 of Article8, 9 and 10 of Article3. 4, 5, 6 and 7 of III: Sections i.
Article IV: 
 Articles V. VI
of these and VII of Part I
Rules and Regulations. the 
 following
guide proponents/owners Articles shall
f PSGFs whose plant capacity is 1000
kilowatts 
or below.
 

ARTICLE I
 
PROCEDURES FOR APPLYING FOR ACCREDITATION AS A PRIVATE SECTOR


GENERATION FACILITY
 

SECTION 
 1. Accreditation of 
 MIni-PSGFs.
served by Ali mini-PSGFs
 
applicants 

the NAPOCOR grids shall be accreditad by IAPiCOR.
in the-provinces, accreditation snail be done by 
r 

regional office of the
NIAPOCOR where the proposed facility shall
situated. 
 Accreditation by the NEA for applicants 
be
 

areas not served by situated in
 
set on this matter 

the NAPOCOR grids shall follow the provisions
in Section 3, Article III 
of Part I of 
 these
Rules and. Regulations.
 

SECTION 
 2. NAPOEOR or NEA Assistance.
shall assist The NAPOCOR or
the owners of the NEA
mini-PSGF
requirements in Le-uring/meeting
set by various government 
agencies 
 on matters
regarding construction and operation of generating plants.
 
SECTION 
 3. Contents 
 of Application.
application The contents
for accreditation for a qualified 

for
 
minl-PSGF 
 shall
contain the following information:
 

a) Name and address of 
the applicant and 
locality of-
 the
Iacility;
 

b) Facility classification/Plant description;
 

c) Plant 
capacity and generating capability:
 

d) Fuel usage:
 

e) Equity ownership, and
 

t) Any .other information 
that may 
 be needed 
 in the

evaluation of proposed mini-PSGF.
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SECTION 4. Periodofprocessing. NAPOCOR and NEA shall take
 

deny any application for accreditation for
actioii to approve or 

date of
qualified mini-PSGF within one (1) month from 


information and government
application, provided all needed 


approvals have been submivted them.
 

ARTICLE II
 

INTERCONNECTION COSTS. SYSTEM EMERGENCIES,
 
AND OPERATING STANDARDS AND OTHER MATTERS
 

within NAPOCOR grids.
SECTION 1. Interconnection__ Costs 

shoulder all


NAPOCOR. or the concerned electric utility shall 

connection of
 

costs needed for the realization of the physical 

transmission facilities.
the mini-PSGF to the former's 


for the interconnection facilities shall also

Maintenance costs 

be borne by NAPOCOR or the concerned electric utility.
 

for- Operations and Reliability.
SECTiON 2. Standards 


Notwithstanding the evaluation, approval and inspection cescribed
 

Part I of these Rules and

in Section 1 of Article VII. 


no

Regulations, NAPOCOR. NEA and concerned electric utility 

make 


as to the economic, technical and operational
representation 

capability or reliability of the PSGF.
 

The mini-PSGF directly
SECTION 3. OperatingStructure. 


connected to the NAPOCOR. or concerped electric utility grid, 
if
 

owner accordance with
 
required, shall be operated by its in 


by the NAPOCOR load dispatchers. The
 
arrangements scheduled 


so designed and provided, if required,

generating units shall be 


on load - follow mode or on
 
with controls to adequately operate 


load frequency control regulation under the dispatching

automatic 


NAPOCOR. Mini-PSGF connected to concerned electric
 
system of 

utility shall be operated following the latter's
 

cispatching/diStribution system.
 

sector generators

SECTION 4. System Emergencies. Private 


or the concerned
 
shall be obligated to provide power to NAPOCOR 


electric utility during system emergencies to the extent provided
 

by the agreement between the aini-PSGFs owners and NAPOCOR or'the
 

affected electric utility.
 

Operation on "As-available" Basis. The
 
SECTION 5. 


electric

supplied by a mini-PSGF to NAPOCOR or an 


electricity 

shall follow a schedule
 

utility on an "as-available" basis 

the time and period.
owner of the mini-PSGF as to
provided by the 


and agreed to by NAPOCOR or the concerned electric utility.
 

BEST AVAILABLE DOCUMENT 

17
 

6FQf'
 



PART III
 

SPECIFIC PROVISIONS FOR COGENERATION AND RENEWABLE
 
RESOURCE POWER PRODUCTION FACILITIES AS
 

PRIVATE SECTOR GENERATION FACILITIES
 

In addition to the provisions of. Part I of these Rules and
 
Regulations. ttie following Articles shall guide proponents/owners
 
of Private Sector Generation Facility (PSGF) whose plant capacity
 
.is over 1000 kilowatts.
 

ARTICLE I
 

PROCEDURES FOR APPLYING FOR ACCREDITATION AND INTERCONNECTION
 
OF A COGENERATION AND A RENEWABLE RESOURCE POWER
 

PRODUCTION FACILITY AS A PRIVATE SECTOR GENERATION FACILITY
 

SECTION 1. Contents _ofApplication. The application for
 
accreditation for a qualified PSGF status nhall contain, among
 
others, the following information:
 

a. 	 The name and address of the applicant and the location
 
of the facility;
 

b. 	 A. description of the facility, Including a statement
 
indicating whether such facility is a renewable
 
resource power production facility or a cogeneration
 
facility;
 

c. 	 The power production capacity a1id energy (kw and kwh)
 
of the facility;
 

d. 	 The primary energy source (fuel) of the facility;
 

e. 	 The projected mode of operation of the facility,
 
(i.e.. whether, solely for internal use, or all its
 
production to be sold to NAPOCOR grid/electric
 
utility or just the vxkejs) Including plans for
 
interconnection with the NAPOCOu griUs, or electric
 
utility opa.ating at the situ where facility is
 
located:
 

f. A description of the equity ownernhip of the facility 
including the percentage of ownership by NAPOCOR 
and/or any electric utility, or by any organization or 
person: 

g. The period %f construction, installation and 

commissioning of tho facility: arnd 
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h. Any other information to be presented in forms as the
 

concerned electric utility and/or the NAPOCOR nay
 

require.
 

Periodof_-Processing. Provided all requirements
SECTION 2. 

approve or
shall have been compiled with, NAPOCOR or NEA shall 


status
deny any application for accreditation for qualified PSGF 


within three (3) months from the date of the application, unless
 

PEA shall have required the submission of additional
NAPOCOR or 

final action on an application or
information, or postponement of 


other reasonable grounds. Any order postponing final action on
 

an application shall state specifically the grounds for
 
shall be
postponement, and the date on which a final ruling 


between NAPOCOR or concerned
issued. Any unresolved issue 


electric utility and qualifying PSGF shall be settled upon
 

arbitration by the OEA.
 

ARTICLE II
 

RIGHTS OF -NAPOCOR/NEA/CONCERNED ELECTRIC UTILITY
 

ON THE DESIGNAND CONSTRUCTION OF THE
 

PRIVATE SECTOR GENERATION FACILITY
 

ijliabill'y
SECTION 1. Rationale. For the protection and 

system.
of NAPOCGR's, or the concerned electric utility's power 


to

NAPOCOR or the concerned electric utility reservis the right 


and
design and monitor the construction, operation
review the 

By reviewiing and monitoring, NAPOCOR or
maintenance of the PSGF. 


the electric utility makes no representations as to the economic
 
reliability


and technical feasibility, operational capability or 

solely responsible for the
 of the PSGF. The owner of the PSGF is 

and
capability
economic and technical feasibility, operational 


reliability thereof.
 

the concerned

SECTION 2. Right_toReview. NAPOCOR. NEA or 


review the drawings

electric utility shall have the right to 


the design of the PSGF and its interconnection

pertaining to 


NEA or the electric

facilities. Any flaws perceived by NAPOCORo 


design shall be described in writing.

utility in the 


utilized
 
Internationally accepted engineering standards 

shall be 


this review process.
as reterence in 
 *
 

concerneo
SECTION 3. RlghttoMonitor. NAPOCOR ,NEA or th, 


the right to monitor the construction
 electric utility shall have and
start-up, operation

W. 'k ani construction schedule, 


the PSGF and shall have the right to consult with
 
maintenance of 


the owner of the PSGF.
and make recommendations to 
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ARTICLE III
 

OBLIGATIONS OF NAPOCOR, NEA, ELECTRIC UTILITIES,
 
AND-q.4RSOF_QUALIFIED PRIVATESECTOR GENERATION FACILITIES
 

Section 1. Interconnection within NAPOCOR grids. In addition
to the provisions of 
Section 4, Article IV of 
Part I
Rules 
 and Regulations, upon the approval of 
of these
 

etfectivity of the application and
the agreement for interconnection by the
a qualified PSGF and NAPOCOR owner of
oi any concerned electric
the NAPOCOR utility.
or the concerned electric utility may
requiring issue an order
the owner of a qualified PSGF to 
 advance
for investments
the necessary 
 interconnecting 
 electrical
devices in equipment and
accordance witn appropriate electrical plans
by NAPOCOR approved
or the concerned electric utility. 
 Payment for
investment the
on these facilities 
 shall be
arrangements made following
as 
mutually agreed upon by contracting parties.
 
SECTION 
 2. 
 Rate Satisfaction. 
 A rate 
 for purchases
3a~izf±: the req'uir-eents of 
 Section 2.of 
 Article V, Part I if
such purchase rate 
 equals 
 or does 
 not exceed
determined 
after consideration the cost


of the factors 
 set forth in
Section 5 of 
this Article.
 

SECTION 3. Case_withDifferentCosts. 
In the t
the rates case i which
for purchases are based upon estimates of
the specific period of costs over
a contract, the rates
do not violate for such purchases
this Article 
if the

differ from costs at 

rates for such purchases

the time of delivery.
 

SECTION 
 4. Purchases_"as-available..

purchases of energy and capacity on an 

The rates for

"as available" basis shall
 

a- based on the NAPOCOR's
costs calculated at or the purchasing electric 
utility's

stipulated in 

the time of delivery or costs calculated
a contract to purchase. and
 
"as Energy and capacity on an
available" basis shall mean electricity supplied by a PSGF to
I.POCOR or an 
electric utility following a schedule provided
the owner of by
the PSGF as to 
time and period and agreed to 
 by
NAPOCOR 
 or concerned electric utility.
 

Section 5. Factors-AffectingRates forPurchases
NAPOCOR 
 and a concerned The
eloctric utility may
speci±ic factors require that
mentioned 
 below shall,
practicable, be taken into account 
to the extent
 

d in the determination of 
costs:
 
a. The data 
 on avoided costs of NAPOCOR 9r the
electric utility as 

affected
 
submitted to 
the OEA in accordance
with Section 4, Article V. Part I of 
these Rules and
Regulations.
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b. The availability 
of capacity 
 and energy
qualified 	 from a
PSGF 
 curing the system daily 
 and seasonal
peak periods, including:
 

1. The 	 ability 
 of the NAPOCOR 
or 
 the concerned
electric utility to dispatch the qualified PSGF:
 
2. The 
 expected or demonstrated reliability 
 of the
qualified 	PSGF:
 
3. 	 The 
 terms of any contract including the..,.duration
of the obligations, 
 termination., 
 notice
requirement and sanctions for non-compliance;
 
4. The 	 extent 
 to 
 which scheduled 
outages
qualified 	 of the
PSGF 


scheauled can be usefully coordinated
outages of the NAPOCOR or 
with
 

the electric
utility's 	facilities;
 

5. The 	 usefulness 
 of energy and 
 capacity 
 supplied
from a qualified PSGF 
during system
including 	 emergencies,
Its ability 
to separate its 
 load from
its generation:.
 

6. 
 The individual and aggregate value of energy
capacity from qualified PSGFs 	
and
 

on NAPOCOR's or the
electric utility's system;
 

The smaller
7.- apacity increments 	and
lead times available with additions 	
the shorter
 
of capacity
from qualified PSGFs.
 

.c. 
The relationship of the availability of 
electric energy
and capacity from the qualified PSGF
NAPOCOR 	 to the ability of
or 
 the affected electric 
utility 
 to avoid
costs, including the deferral of capacity additions and
the redaction of fossil fuel use.
 
d. 
 The costs 
or savings resulting from variations in
losses from 	 line
those 
 that would have 
 existed
absence of purchases from a qualified PSGF 

in the
 
or 
 the purchaaing 	 if NAPOCOR.
electric
equivalent 	 utility generated
amount 	 an
of onergy 	itself 
 or purchased
equivalent amount of electric energy and capacity.
 

an
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ARTICLE IV
 

INTERCONNECTION 
 COSTS. SYSTEM EMERGENCIES.

_ANDOPERAT ING STANDARDS AND OTHER MATTERS
 

SECTION 
 1. Interconnection Cost;
Consistent with the provision in 
within NAPOCOR grids


Section I of
III of Article III
these Rules and Regulations, of Part
the owner of
shall advance a qualified PSGF
all costs 
 needed for 
 the realization
physical connection of of the
the former to 
the transmission
of NAPOCOR facilities
or any concerned electric 
utility.
these investment Repayment on
costs shall 
 be done in
irrangements mutually agreed upon by the 
accordance with
 

Maintenance contracting
costs parties.
for the interconnection facilities 
 shall
borne by NAPOCOR or concerned electric utility. 
be
 

SECTION 
 2. 
 Operating Structure
connected The PSGF directly
to 
the NAPOCOR or concerned electric utility grid,
required, 
 shall be operated by its owner to carry its 
if
 

share of
the system load demand and capacity reserve margin in
with the hourly, accordance
daily, weekly, monthly
dictates/arrangements and/or yearly
scneauleo by the NAPOCOR Power
Center's Load Dispatchers. Management

The generating units
designed shall
and provided with be so
electronic/automatic
required. controls,
to adequately if
operate on 
load - follow 
 mode or on
automatic load frequency control regulation unde-
system of NAPOCOR. the dispatching
PSGF connected to 
concerned electric
shall be utility
operated following the latter's dispatching/distribution
 

system.
 

SECT:ON 
 3. System Eme-rgencies. 
 Private sector
shall be obligated generators
to provide power to 
NAPOCOR or the
electric utility during- concerned
system emergencies
provided by the to the 
 extent
agreement between the qualified PSGF's owners
NAPOCOR and
or 
the affected electric utility.
 

PART IV
 
SPECIFIC PROVISIONS ON BLOCK POWER PRODUCTION FACILITIES
 

In addition to 
the provisions of Article I:
5 of Article II: Sections 4 and 7 of Article III, 
Sections i 
and
 

Article Section 3
VI: of
Section IV of Article VII of Part I of these
and Regulations, Rules
the following 
 Articles
proponents/owners zf shall guide
Block Power Production
from Facilities 
 (BPPF)
the private sector. Electricity generated by BPPFs shall
sold only to NAPOCOR. 
be
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ARTICLE 1
 

QUALIFICATICNS FOR A BLOCK POWER
 
PRODUCTIONFCILITY__ASAPSGF
 

SECTION 1. Ownership. Qualifications as to ownership of a
 
PSGF provided in Section 1, Article II of Part I of these Rules
 
and Regulations small be applicable to ownership of a BPPF. In
 
addition, the followtng qualifications shall be allowed for
 
owners of a BPPF.
 

a. 	 Consistent with the development plans formulated by

NAPOCOR, a BPPF may be constructed and operated by a
 
NAPOCOR subsidiary corporation solely created Eoi the
 
purpose of owning the facility. Majority interest of
 
the NAPOCOR subsidiary on the equity of the dPPF shall
 
he considered as ownership by an electric utility and
 
shall be subject to the applicable laws.
 

b. 	 A proponent/owner of a BPPF in which NAPOCOR has a
 
minority interest and in which the majority interest
 
is being held by the private sector snail be govecna
 
by applicable laws other than for electric jtilities.
 

SECTION 2. Conformance of BPPFs with NAPOCOR Development
 
Plans. Block Power Production facilities shall follow the 
 Powcr
 
Development Program of NAPOCOR as to the plant type. capacity.
 
number. size, location and other technical requirements of
 
generating units or facilities programmed thereat. Exception to
 
this provision shall be subject to the evaluation and approval by
 
the NAPOCOR.
 

SECTION 3. Economic Criteria. A qualifying BPPF shall have
 
a lower or equal investment cost and/or production cost as
 
NAPOCOR.
 

ARTICLE II
 

PROCEDURES FOR APPLYING FOR ACCREDITATION
 
_ASABLOCKPOWERPRODUCTIONFACILITY___
 

SECTION 1. Accreditation. A private sector generation
 
facility which meets the criteria for accreditation set forth in
 
the preceding Article is a qualified BPPF.
 

SECTION 2. Accreditation Procedures of aBPPF. The NAPOCOR 
snail treat BPPF applicants from the private sector on a case to 
case basis. Accreditation shall commence U,Dt puI.. 4 .. 
announcument of NAPOCOR for applicants fe'om the private sector to 
construct and operate large generating facilities as included and 
programnied in tne NAPOCOR Power Development Program. The 
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application 
 period shp2) be 
set by NAPOCOR. 
 Evaluation 
 and
negotiation activities, and apProval/disapproval
filed shall be completed within 
of applicatilons


a reasonable period
by -APOCOR. as determined
In case no applicant 
is chosen
operate to construct
a and
specific block power generation project,
shall ample
be given to NAFOCOR time
to undertake 
 pre-construction 
ar..1
constr'ction 
activities 
itself.
 

A facility 
 not in conformity
Development with NAPOCOR's
Program Power
may be proposed
submitted and its feasibility
for consideration be
as a BPPF. NAPOCOR shall
such proposal to subject
a thorough evaluation and shall compare It
other BPPF applicants. 
with
 

SECTION 
 3. ContentsofApplicatjon.

accreditation The application
for a qualifying BPPF shall contain, 

for
 
among others
the following:
 

a. The name and address of 
the applicant. 
name of 
the BPPF
project, 
and plant type:
 
b. Technical description of 
the BPPF citing, among others.


the following:
 

1. Installed capacity
 

2. 
 Annual Generation
 

3. Forced Outag 
 Rate
 

4. Heat Rate
 

5. Maintenance Days
 

6. Dependable Capacity
 

7. Station Use
 

8. Economic LifL
 

9. Primary energy source 
(fuel)
 

10. 
 Mode of Operation (base or peaking)
 
c. Description 
 of the equity ownership of
including the 

the facility

percentage of ownership, 
 if Anplicable,
of NAPOCOR and/or any electric utility:
 

0. Dates of construction, 
 installation and 
 commissioning

of the BPPF;
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e. The project !easibility report, 
 source and 
terms of
foreign and local financing, operating capital budget.
plans of obtaining manpower 
 complement, I qualification
and training of personnel to run the facility:
 

f. The provisions 
 of adequate equipment for protective
relaying coortinatea 
with the 
 powwr system, direct
communications. 
 telemetering controls 
to the grid load
cispatcm center of NAPOCOR; 
and
 

g. Any other information 
 as may be required by the

National Power Corporation.
 

SECTION 4. 
 Period of Processing. NAPOCOR shall
to approve take action
or deny any application for accrediting a 
 qualifying
BPPF within a predetermined period.
 
SECTION 5. InterconnectAionfter Accreditation. 
 Among
 

others, 
 provisions on interconnection after accreditation of a
SPPF shall be included in a contract between 
NAPOCOR and the
 
owner of the BPPF.
 

SECTION 7. 
 Revocation ofAccredited Status. 
 Instances ,.i
causes that 
may force NAPOCOR to 
revoke the qualified status
BPPF shall be clearly stated in 
of
 

the contract between NAPOCOR 
 and
the owner the
of BPPF.
 

ARTICLE III
 

RIGHTS OF NAPOCOR ON THE
 
DESIGN4 AND CONSTRUCTION OF THE
 
BLOCK_POWERGENERATIONFACILITY
 

SErT:ON 1. .Rationale. 
For the protection and 
 reliability
of NAPOCOR'S power system. NAPOCOR 
reserves 
the right to review
the design and monitor the construction. 
 operation
,:taintenance and
of the BPPF. By reviewing and 
 monitoring. NAPOCOR
makes no representations 
 as to the economic and 
 technical
feasibility, 
 operational capability or reliability of 
the BPPF.
The oner of 
the BPPF is solely responsible for the
economic 
 and 
technical feasibility, operational 
 capaoility 
 ano
reliability thereof.
 

SECTION 2. Right_toReview. 
NAPOCOR shall have the
to right
review the drawings pertaining to ie design of the BPPF 
 and
its interconnection facilities. 

others, 

Such review may include, cimong
the building structure, generator, governor, excitation
system. sychrornzing equipment, 
 protective relays, 
communication
devices ana metering system. 
 Any flaws perceived by NAPOCOR
the design in
shall be described 
 in writing. Internationally
accepted engineering standards shall be utilized as refertnce

this review process. 

in
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SECT14 3, tIci| or±tonI..te NAP)C:O(R Shall havemol 'tol' tile Con5t'1-&'UCLon the zIghtanld constrttctionoperarc,o scl uje, sL'-upand mier~ajca of the DPPFconsult With Afnal ake 
and shall have the right torecommendations 
to the owner 
of the BPpF. 

ARTICLE IV
 

OBLIGATIONS OF NAPOCUIR AND OWNER OFOLOCK. POWER PRODUCTION. FACILITIES 

SECTION I, Obligatonto..PurcitaReElectrlc_Enei.gy. 
Uu4ifj lodBPPF, fIot_-lhvThe NAPOCOR 
 shall purchase,
atzt=c1 at. ratesupun in accordmnm, to bewith tile succeedincjelectric Article,energy and capacity which heriof

In made available by t.he ownerof the quaJ.Lfivd BPPF, 

.3CTION 2. ObhlationLto_SeLlo aOualifiedsnial si.l to the BPPF. NA.POCORuwner of a qualified BppFCUo1Stent mAintenancvwiuL it. rmlantortaaiiv: pOWerVschedule submitted to NAPOCORand hArV.-'.jp pQwc, 

-ECTION 3, obligatiu_t.n InterconnectLntorconnect NAPOCOR
with a quaiiriud BPpr to shall
accomplish
sA1oS Purchasesunder otheie 
 Rules 
 and Regulations
. and followlin the contract between NAPOCOR 1n9ai.d the ownerBFPF on of t'Vthis matter.
 

ARTICLE V
 

RATES_FR PURCIIA~r. ANDSALES
 
SECTION 1. Purcha 6e_- ate, 
 NAPOCOR'sBPPF shall buw on purchase rate froma gase to auase basis and 2hAil moL exceedavc,idre. thecot of NAPOCOR. 

#;EC'IION 2. FacLeo hi ffcctit.,calculaLio0 Pur'hase9 . Rates.of tlo cost In thefor a F)PPF, NAI'OCOR ihbllLhe extent consiacr.
pr'acticable, tothe Following factors that may
aftcting tor berates 
 Purchaaes; 

a. The dta on the avoideh coskm cf NAPO1"ORto the as subn1ttedOFA In accuraancif with Swction. 4. Artile, 
V.I ot the.nPart RuLes and RegulAtion-..
 
b. The av*iiaaotity oE capavity

qualified and energy from theBPPF during tile systom dkily and seainnaljPea6; periorm, including; 

1. vi-m ability of Lhe NAPOCOr( to dLspatch 
 tt'qualiL~ea RPrq; 
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2. 	 The expected or demonstrated reliability of the
 
qualified BPPF;
 

3. 	 The terms of any contract including the duration
 
of the obligations. termination, notice
 

requirement and sanctions for non-compliance:
 

4. 	 The extent to which scheduled outages of the
 
qualified BPPF can be usefully coordinated with
 
scheduled outages of the NAPOCOR:
 

5. 	 The usefulness of energy and capacity supplied
 
from the qualified BPPF during system emergencies.
 
including its ability to separate its load from
 
its generation;
 

6. 	 The individual and aggregate, value of energy and
 
capacity from qualified BPPFs on NAPOCOR's system.
 

7. 	 The capacity increments and the lead times 
available with additions of capacity from 
-qualifled 2PPF-. 

8. 	 Tlhe corresponding value of the reserve capacity
 
being carried by NAPOCOR and to be shared .by the
 
8PPFs and the NAPOCOR customers.
 

c. 	 The relationship of the availability of electric enerqy
 
a-Ad : the qualifier to the ability of
,alpcl ty from 8PPF 
NAPOI' kR to avoid cu- ts. incli d inc; t.hv dei,4:r r i ,t 
C'ApdeLty auuitiuns alld th.s reductuii ut tobi Luv-i 

use. 

d. 	 rhe costs of savings resulting from variat.ons in -:in
 
o-sses from those that would have existec in t.e
 

•bserce of purchases from a qualified BPPF if NAPO,:'..
 
generited an equivalent amount of energy itself a,"
 
purchased an equivalent amount of electric energy rid
 
,.'p; c 	I y.
 

E,." ,.'N 3. Rate-" for Sales. NAPOCOR shall sell ipowet ,tr, 
thle L -Por maintenance purposes at rates mutually agreed ,'Ipn 
by WAP,.,," and the owner of the bPPF. 

:iE-:.T1ON 4. Ratus to RPPF for Electric Power. NAPXCOR f..iii 
• -1 CeCt:ic powC-L to the BPP.s during unscheduled outages. a

availar Le. for their consumption at a rate mutually agreeo upen
 
by iJAPO aind the uwier of the EJPPF. Back-up power fo capncty 
ute ." y BPPF: due t, their unscheduled outages snail be 

Ov r, (.1 by IAPOCOR' r r,servo units. Penalty due to Ph-. 

10aolity of the BPPF to provLde contracted power rluriln 1'.!, 
unsch duled outage shall be stipulated Irn the contract between 
NAPOCOR and owner of the BPPF. 
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SECTION 5. Ad)ustments_ in Financial Account ing. 14APOCOR
 
shall accorcinaly adJust its financial accounting systems and 
procedures resulting from purchases of electricity fro.i the BPPF. 
The rate of return on rate base levels shall then be determined 
after all ad'ustinents have been made and set in place. 

ARTICLE VI
 

OPERATI NGSYSTEMSANDPROCEDURES
 

SECTION 1. Stdndards forOperations anuRe.t! niilvy. 
.
NAPOCOR shall abcertaii that the owner of the BPPF !.o ows
)!l


established internatLonally-accepted engineering stanu.,t -If to 
ensure safety, system-security and reliability for interconnected 
system operations. NAPOCOR shall evaluate and approve the system 
design, adhere to electrical and mechanical engineering 
stancards, physically inspect the BPPF installations and witness 
the testing and commissioning of the- BPPF that will be 
intcccu,,aCted to ;...C!R t-2 that mo.uipmentte gr.d ensure all 
a-e in place and functioning properly.
 

SECTION 2. OperatingStructure. The BPPF as a PSGF
 
directly connected to the NAPOCOR grid shall be operated by its
 
owner to carry its share of the system load demand and capacity
 
reserve margin in accordance with the hourly. daily, weekly.
 
monthly and/or yearly arrangements scheduled by the NAPOCOR Power 
Management Center's Load Dispatchers. Although. .he BPPF 
generating units may have been cunceivei as a nase load plant. 
these generating units shall be so designed arid provided with 
electronic or automatic controls to operate adequately on loao
fOllow node or on automatic load frequency control regulation by 
the SCADA (dispatcning) system of HAPOCOR. 

SECTION 3. Environmental Concerns. The BPPF shall %onsider 
tne environnental impact/effect of its operations. The owner of 
t, BPP[F shall ascertain that environmental management standards 

as requireU by law through appropriate governmental agencies are 

met in the construction, operation and maintenance of the BPPF. 

ARTICLE VII
 

OTHER _PROVI5IONS..ONBPPF
 

CTl'ON 1. Interconnect ion Costs. Tha owter of a S.PPF" 

.'l,.all dvilic* i11v,..tmtnt'." needud in iintecou'nectinna the BPPF w th 
trL NAPCICOR gr id. Repayment 31tail be made ifn accordance .' I t.) 

mutually ,qt und upun ar'rangqemcits of the contracting pa't i.:.-. 
MaLrsttie ajit ,f,. t Cur the int r.- on iectio facilities shalil a i 
be agreed upon by the IJAPOCOR and the owner of the BPPF. 
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owner of a
 
SECTION 2. 	 BPPF_Contract. A contract with the 


to case 04s1.
a case

BPPF small 	 be prepared by NAPOCOR on 


basic contents of this cotitract shall include, among
 
However, the 


in Section 3, 	Article VII of Part I
 
the items enumerated
others, 


and Regulations.
of these Rules 

of tnese Rules.
 

For 	 emergency situat3.ii. 
3. 	 Securityof.BPPF.
SECTION 


witn thb assistance of the military, shall taKe '
 
NAPOCOR. 	 %ervLce ensure continuity of e.lectric


the BPPFs to
operations of 

prevent brownouts.
and/or to 


shall provide
The 	NAPOCOR
4. 	 Power_Planning.
SECTION 
 for 	 their
Program
Power Development
interested parties its 	 followed by

Same 	Power Development Program shall 

be 

reference. 
 participate
 
NAPOCOR in considering the private sector entities to 

in the
include 

power generatio. activities. The HAPOCOR may
in 


the following:
POP scnedules 


the 	 private sector to
 
a. 	 Period of application- for 


in the
 
a-nd operate the power plant stated 
const'uct 


POP:
 

application;
Period of evaluation of
b. 


Period of negotiation with qualified applicants 
for the 

c. 

BPPF 	activity: and
 

the
 
for approval 	and other matters relative 

to 

d. 	 Period 


BPPF activity.
 

PART V
 

RULES GOVERNING GENERATING FACILITIES
 

SOLELY FOR THE INTERNAL USE OF
 
ELECTRIC UTILITIES
 

Sections 5 and
 
In addition to the provisions of Article 

I: 

the 	 following
Article III,


6 of Article II; Section 8 of 

in 	 power
utilities engaged
elec.tric
Articles shall guide 


generation solely for internal use.
 

ARTICLE I
 

RIVATE SECTORGENERATION_..FACILITY_(PSGF)
oUALIFICATIONSA A 


other than
utilities
Electric
1. 	 Owners.hi..
SECTION 	 and maintain
operate
construct,
allowed to
NAPOCOR small be 	 be
or still to
(whether already existing
generating facilities. 	
They shall be subject


solely for their internal use. 
installed) 	 financial
concerning rates,
regulations
to electric utility 
 their operations

and other laws applicable to 
taxes
Limitations. 
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as 	 In
 
as electric utilities. The term "internal use" utilized 


electric

the Rules and Regulations shall mean.that
this Part of 
 sell the
for 	 plant maintenance and/or


utilities could use 

their customers.
 

electricity they generate directly to 


limitation 
 on
Size of Generating Units. The

SECTION 2. 


size of generatilngunlits as stipulated in Section 4 of
 
naxinum 
 Regulations shall be
 
Article 11, Part I 	of these Rules and 


service to
 
order to facilitate possible NAPOCOR 
encouraged in 


these generating plants during breakdown 
or maintenance 	periods.
 

ARTICLE I
 

PROCEDURES FOR APPLYING FOR ACCREDITATION
 

.AS A PRIVATESECTOR GENERATIONFACILITY_
 

An 	 electric utility's
Accreditation.
SECTION I. 
for 	 accreditation
facility which meets the critoria
generating 


a qualified PSGF.
 set forth in the preceding Article is 


SECTION 2. Accreditation by NAPOCOR or NEA. The
 
a qualifid
shall apply for accreditation as
electric utility 


the case may be. The electric utility
as
PSGF 	to NAPOCOR or NEA. 

HEA 	 the technical
also submit to NAPOCOR or
concerned shall 


and the operating data of its generating units, as
 
description 


the units' respective 	annual maintenance schedules for
 
well as 

planning and monitoring purposes.
 

SECTION 3. Contents of. Application. The application for
 
contain, among


accrecitation for a qualified PSGF status shall 


others, the following information:
 

a. 	 Tho name and address of the applicant and the location
 

of the facility:
 

the facility, including a statement

b. 	 A description of 


is a renswable
indicating whether 	such facility 

cogeneration
resource power production facility, a 


or any other electric power generating
facility, 

facility;
 

C. 	 The power production capacity and energy (kw and kwh)
 

of the facility:
 

he used by'
(fuel) uved or to
d. 	 The primary energy source 

the facility:
 

the equity ownership of the facility:
 
e. 	 A description of 


4nd
instailation
date of construction.
f. 	 The 

the facility: and
commissioning of 
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as 


National Power Corporation or NEA may require.
 
g. Any other information to be presented in forms the
 

SECTION 4. Period of Processing. Provided 311
 

requirements snail have been complied with, the NAPOCOR or NEA.
 

as the case may be. shall take action to approve or deny any
 

application for accreditation within three (3) months from the
 

date of the Application. unless NAPOCOR or NEA shall have
 

requirid the submission of additional information, or
 

postponement of final action on an application or other
 

reasonable grounds. Any order postponing final action on an
 

application shall state specifically the grounds for
 

postponement, and the date on which a final ruling shall be
 

issued. Any unresolved issue between the NAPOCOR or NEA and
 

electric utility owning the qualifying PSGF may be settled upon
 

hearing by the Office of Energy Affairs.
 

SECTION 5. Assumption on Interconnection. It shall' be 

assumed that the electric utilities owning generating units for 
their internal use are already interconnected with the NAPOCOR 
9r1d. Any p--'t e interchange of electricity to and from 
NAPOCOR shall be coursed through said interconnection facilities. 
This provision does not apply electric utilities not served by 
the NAPOCOR grids and are under NEA's jurisdiction. 

NAPOCOR'S OR NEA'S OPERATIONAL RELATIONSHIP WITH
 
ELECTRIC UTILITIES OWNING GENERATING
 
JACILITIES SOLELY FOR INTERNAL USAGE_
 

SECTION 1. Provision on Reserve Capacity. NAPOCOR shall
 
maintain a reserve capacity in the NAPOCOR grid system
 

considering all generating facilities existing and operating
 
therein. 'A" minlmal annual reserve capacity carrying fee as
 

(determined by NAPOCOR. shall be paid by all electric utilities
 
with '-generating facilities for their internal use to NAPOCOR.
 

Such payment shall make NAPOCOR obligated to serve the affected
 
electric utilities maintenance anu back-up power.
 

SECTION 2. Provision On Incremental Power. NAPOCOR shall
 

.supply incremental PSG power to the electric utility owning
 

generating facilities for its internal use to the extent provided
 

in a contract for this purpose. The selling rate of NAPOCOR for
 
by
this incremental power shall be the rate mutually agreed upon 


NAPOCOR and the owner of the PSGF.
 

SECTION 3. Rate of Back-Up/Maintenance Power. The rate of
 

NAPOCOR to generating facilities solely for the internal use of
 

an electric utility of maintenance power shall be the rate
 

mutually agreed upon by NAPOCOR and the PSGF which shall be
 

stipulated in a contract between NAPOCOR and the PSGF
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SECTION 
4. Provision for 
 System Emergencies.
utilities Elec-,ric
generating 
 power solely for 
 Its Lnterna:
arrange with NAPOCOR , ,#6
to provide the
versa electric electric utilitJes .¢power during systemi emergencies

possible and under terms 

re tnri1 -n, 
to be agreed upon by 
both pat ti.
 

SECTION -5. Dispatchability. 'Generating facilities"for internal s ;w~yfuse 
by an electric utility shall
!he not be obligatedunder the Dispatch Mandgement System (DMS) of 
to
 

the NAPQCOR. ;
 
SECTION 
 6. Production Cost Higher than NAPOCOR's
tine when prodtuction At a
cost from the 
generating units
Internal solely
use of an electric utility is 

for
 
higher than
NAPOCOR. buyrg
and 
 the electric utility decides 

from
 
HNPOCOR to
to replace get power from
its own generation, NAPOCOR
Aiu shall
electric utility provided that: 

sell to
 
cost NAPOCOR's unit 
 production
would remain the 
same with the
operations would 

added "load; NAPOCOR's system
not be hampered; 
NAPOCOR's
customers service
would not to other
be unduly affected:

pressured and NAPOCOR would not
to add new capacities'to meet 

be
 
time also. the new load.
NAPOCOR At this
shall not be 
 obligated
generating to
facilities purchase the
of the electric utility as
detrimental this
to the may be
Interest of NAPOCOR's 
 regular customers.
 

SECTION 
7. Excess Production of PSGF.
the generating In instances
units of electric when
 
utilities
producing are
electricity capable of
in excess 
of their requirement,
shall not be obligated to purchase such excess power. 

NAPOCOR
 

In instances 
 when NAPOCOR 
may opt
said to purchase
electric utility. purchase rate shall 
power from
 

NAPOCOR not exceed the
had it generated cost ofthe power Itself at 
 the time of
delivery.
 

SECTION 
 Change of Status.
accredIted 
8. 

An electric utility with
generating facility solely for its 
an
 

decide internal
to sell excess production on a regular basis 
use may
 

Terms 
and conditions of to NAPOCOR.
purchase by NAPOCOR
wi.th 
the applicable provisions given in Parts 
shall be consistent
 

Rules I and III
and Regulations and shall be stipulated 
of these
 

in a Contract.
 

SECTION 
 9. Periodic 
Reporting to 
 NAPOCOR
electric or
utility NEA. The
owning generating facility
shill regularly submit for internal use
to NAPOCOR or NEA, 
in a prescribed
operating and other information form.
 as 
may be required by NAPOCOR
NEA for monitoring and planning purposes. 
or
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PART VI
 

GENERAL PROVISIONS
 

SECTI ON 
I. lmplemetkat ionof 
theRulesarjd_Re8u I
,JEA. 
sna L t.,k-.saI s. The
t.Ih; necessary and 
 reasonable
"rsure I;ivasirest.hat. the provisions toof these Rules and 

e Rekil I iins are,. et tect.1%1,7.
 

SECTION 
 2. OEA Revisinr ofthe_Rules and
'EA sahlI Reeiil;,t ,"l%.prr sr:rib; srrd, trom time to time 
Th. 

,ich there.%IIor.,Riles as it. determines necessary revise 
,'.rt iripat to cncourage poriv;.otr. %prftoriorni r power- product ion. Such Rules shal I b...(ter consutLation I'r'% ri(?nIwith the privat, sectnr anid•--nvernmenr. agencies. .,I1prror ia 1!;" - .... _ ... 

SECTION 
 3. P liIi ra t. ion. These Rujls arid
Ike f- It ReujI.,i .rt .hiTty (310) nI:tys 1'11,:fll.er publicaLioi Ihla , 11i lr4 Is6.'Ilficial (azett.e. 

?akaki . t.ro 25 May
.- :l.-iila,. Phil ippiri.s, 
 1919. 

12RNESTBTIZ
reside~ RODRIG CABRERA
 
,ar.ional Administrator
Power Corporation 
 National 
Elet:t.ritr:.atson
 

Administ.rat ion
 

App vd 

LAO R. DE LA PAZ
 
Executive Director
 

Office of 
Energy Affairs
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I IA !CANAN 

E".i rrivI.,. UirDf l NO. 215 

A:41CI'1NNG I':LSID'NTIAL J)I.Ci(EI: NO. 40 AND ALLOWINC TIle ?;:IVATE
SiCTuI, TO. CLMHI(ATI'E ELLCTRICITY 

:ii,..., P'rcsdentiaL Dccree No. 40 places the res
ponsibility of setting up transmission line grids and the

consciruccion of associated generation facilities in Luzon,
ViSayas, Mindanao and the major islands of the country co

the National Power Corporation CNPC);
 

WHEREAS, the generation of.eleccricicy, unlike the transmisslon and distribution of elecricity,"is noc a natural

monopoly and can be undertaken by more 
than one entity;
 

WHEREAS, the government, 
as a maCter of policy, is encouraging Cho privace sector 
co participate in economic developmenc .-d has .Carced to disengage in areas which can be
adequacely handled by the privare sector;
 

WHEREAS, Che generation of electricity by the privace
sector can provide a means of increasing power capacity co

ifeet Lhe projected increase in power demand in the future
without in 
any wjay requiring financial assistance or guarantee

fiou the government;
 

WHIIEREAS, there is, 
on the ocher hand, an impeZarive
need to rationalize the development of energy resources and
the operacion of electric Suneracing facilities in rhe power

grid;
 

NOW, TIHEREFOKE, I, CORAZON C. AQUINO, President of the
 
Fhilippines, do hereby order:
 

SECTION 1. The strategic and rational development ofthe councry's iotor grids shallbe rho responsibtilcy of cite*NacionaL Power Corporacion. -Accordingly, the setting.up oftransmis.sion line -rids and Cte construction of associated

generacing facilicas in Luzon, Visayas and Mindanao, including' the major islands of the councry, co meet cile 
power demand, shall be the responsibilicy of the National

Power Corporation. 
ilowever, private corporations, cooperatives
or siutilar associations shall be allowed co construct and operace the following cypes of electric generating plancs, subjectco the rules and regulations hcrinatzer adopted in accordance 
with Seccion 2 Iereof:
 

a) Cogeneration units, deflined :as 
Cho prod'uction of

electric esiirgy and furms of us* ful thermal eiiergy
(such as heat or sLcam), used for industrial,
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commercial. Ihearitig or couliu. plirpuhes throu,h 
s;eq,:eliaLial uise 	 of Cnergy; 

h) 	 F.lectric gen.eracilig planps incencding to sell their 
produccion to 4rds, with the devethe coasisteptc 
lupneiital plalLs focmulated by the National Power 
Corporation;9 

c) 	 Electric generating plants, intended primarily for 
the internal u.e of the owner, which also plan to 
sell excess production to the grids; and 

d) 	 Electric generating plants, outside the National 
Power Corporation 6rids, intending to sell direct
ly or indirectly cu end-users. 

SECTION 2. Rules and regulations to govern private 
sector involventent in power generacion shdall be formula:ed 
by the National Power Corporation for areaa within the
 
National Power 	 Corporatioo grids, and the National Electri
fication Administration [or areas outside the National Power 
Corporation grids. Such rules and regulations shall be made
 
subject to consultation with contcerned agencies including 
the 	private sector and the approval of the Offi of Energy 
affairs. These rules and regulations shall include the
 
following:
 

a) Qualificacions for accrediting private sector 
generators;
 

1 b) 	Procedures for applying for accreditation as a 
private sector generator of electricity; 

c) 	Obligations of private sector generators which 
shall include efficiency standards to ensure 
reliability of power supply and the corresponding 
penalties for failure to comply with said standards; 

d) 	 Terms and conditions for the purchase or for the 
transmission/distribution, as the case may be, of 
electricity generated by the non-Nacional Power 
Corporation entities; and 

e) 	 Other matters which shall be necessary to implement. 
this Order. 

SECTION 3. The Office of Energy Affairs s-hall take the 
necessary measures to ensure that the provisions of this 
Order are made effective. 

1ir.,T r'P~F ^0pYi 



WIXTC'ILIN 4. 
Thu D)eparltmenc 
uf NaCioiI Defense shall
asisL che Mtiunai Power Corporation, Lhe privace uctliCies 
,nd chc elecLrz cooperatives In providing se:uriLy
to clihgcneracing pl-ancs 
to prevent power black-oucs,
inl instituting thc nd
itcessary safeguards in cases 
of emergcncies, including che craining of Armed Forces of 
che
Philippines personnel in power generation operations.
 

SECTION 5. Numbers 2, 4, 5 and 6 of Presidential DecreeNo. 40 are hereby amended accordingly. All laws, orders,
issuances, rules and regulations or parts thereof inconsiscenc
with this Executive Order are hereby repealed or modified
 
accordin.ly.
 

SECTION 6. 
This Executive Order shall 
cake effect
fifteen (15) days after the issuance of the rules and regulations for the implemencatLion of this Executive Order.
 

Done in the City of Manila, this 10th day of uly
in the year of Our Lord, nineteen hundred and eighty-seven.
 

By the President:
 

,OtKE Pe. ARROYO COPYj-OOCERTIFIED 
ecutive Secretary
 

MELQUIAOES T.DE LA CRUZ

Prrimittlll e,:a.* L tc;;'..r
 

Maheacnn Racorcs Oiii:a
 
/,'
-,7 I''/"7
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I'NI:R I"Ri- (.1 1, 4 7iON" NO _ 

A tl'let iS heebyRules and Regulation, ImplemeninX -
iO N.it21.5 declared the Policy of tlOrder No. 215 Slate to pfrtIllloeon Pritsae Sector Paricipationin Power Generation 

Cillpetition in generatiin. and to increase the responsibility of all utilities it) performn 
their own planning, including UK-acquisition of anand demand-side efficient porlfolio of generntt(lnresources It is die intent ol the State that dese rules promote theability of all utilities to tneetIhiranll to these expanded responsibilities. irSection 2 of Ixeculive Order No uanicula by ensuring215 (1'0 215) allowing tiransmi-ion access ;it lair prices and by establishing standard NAP)(COR.private sector participation in power generation activities, and the relevant provisions 

services required by utiltic"of Republic Act No. 7618 (RA 
when contracting far other soturces of generation 

tarills flo 
IXWh hereby pnitnulgaies 

7638) creating the i)epantnent of Energy (DOE).lne he prl the. follo~wing amended Rules thetes te an eI.uaoI' SIt lt iNin amendRulesand to(T 2 Scope.Regulations N 2.cp.Iis ile, Rules and Regitlatioristo relation between ue n eillosalgvi shall goven tiethe 1)( 1l. NAPR('()R, himplement the provisions of 14) 21 5, 
the National Elecirificatihn Adininistration 

PAWO I cooleralives, and such private corporations, cooperatives or similar a-°ociations as 

(NEA). the Energy Regulatory Board (ERR), private electric distribution utilities andmay be allowed to owit and operate electric generating plants and facilities that willGE;INElI . PRIOV'ISIONS OF IHE UIX'lS AND RE;It ONS 
sell all or excess electricity production to de NAPOCOR, other electric utilities, andend-users in areas within and outside the NAPO('OR transmissiin grids. pursuant to

ibe succeeding Alicles shall incltie the general provisions hitbe followed Section I of 1:0 215fo 
 generat ion ertng facilities owned by the private sector participating in power 
 amiiendiled. replaced, ories ttle%and regulations shall be an interim set of rdes that shall i
repealed in due time as restntcturing and privali/alionAItIlCI,F: I for the Philippine fiforsower industry moves through ongoinglowards an increasingly competitive and efficient indtustry sinicture for the Philippite 

ani anticipated phases 

Si A EMIl U(~ !ll(y S" P- pwer LcrAND DEFINITION 017TRMIS 

Sl" lIl* IN I. j
.llinilioi oWTerms As used in Ihes;e tiles and regulation,

kA 7638. it is hereby declared tIe policy of 

the following terms shall have the following respective mleaningsanlequtale, the State to enstre a continuous,and econonic supply of energy with a "Avoihed ('sl" tneans
the end in view of the least incremental
achieving sell-reliance :htimately cost thal all eletrlili" utilityit the counlr's energy requiretnents through 
would incur towards meeting its anticipated power demand ilthe economic such utilitydevelopment of indigenous energy 
does not buy power fiom a Private Sector Generation Facility (PS(IFJ
energy. 

resources and through the eflicient utilization of
 
b. "llack-up 'owei.."means elrcuicity supplied by NAH) Ut oRarnr electi.'flie Dt )l shall provide olicy directions for utility tothe lonnlaion (if power replace electricity ordinarily geieratedsystem expansion plans unscheduled outages of the latter by IPS;r duringfollowing and prog-amsthe approved national economicto achieve the above-staled objectives.plan and consistent with policies on c.environmental proitection. and cons.rvation and maintenance of ecological balance 

"illock Power Piniduction I aciliiy (I)PPF)" imteans an,' electri- generatingfacility intenced primarily to sell all or the bulk of its power output to thePurlitin it Section I of 1: ) 215,(NAPN)_OR) the National Power ('otporatioi grid, consistent with the development plans
desehipmeir 

shall continue to be responsible 
andl'or electric Utilities and approvid by I;e IX iF 

firmulated by NAI)("ORof the cotUiry,s power forgfids including the strategicthe einstriction of associated 
transmnission line gri( s in Ltoi. Visayas 

of "Iit onitig I( le Cogenert inl Iaciliiy** Incains 
generating facilities and the siting nip of 

and rational 
and Mindanao. a co-etotratirIInwever. facility Iilprivate corportiions. cooperatives which the cnegyor similar awsiiations input tot the system is first applied to a usLul thernialshall be allowed eiergto consltuct ani operalte electric generating plants 

process, aid the iejecl heal emergingIrnim the pnn.wro is tlen usedand awmciated fortransmission facilitiesl 
pwer production 
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Capacity-"nmeans the load for which a generating unit. generating station,or other electrical nachine is rated by the manuihcrurer P. '*lnergy Planining and Monionring Bureau or EPMIB" refers Io the IloeCa 
"Cogeneration I-acility" means a facility which produces electrical and'or
mechanical energy and forms of useful thermal energy (such as heat orsteam), used for industrial, commercial, heating, or cooling purposes, 
through the sequential use of energy. 

under the r[X)i that shall, among others, supervise, coordinate, and integratethe Formulation, monitoring, ad review of programs and plans for energy
supply development such as power development, local energy resource
developrrit.nt and piudetion, and energy importation 

9. 

h 

"Coincident Maxitu dleman d( means the maximum demand at the 
instant of greatest load ofNAPI(KA)R 

"Deparimient of Lnergy or rxO" refers to the government agency created 
pursuant to RA 7638 promulgated on December 9, 1992. 

q. "lnergy Regulatory Board or ERB" refers to the quasi-judicial agencycreated under Fxecutive Order 172. dated May 8, 19R7, which, among
other Ctmctions. Fixes and regulates the prices of petrleum products and the 
power rates of electric utiities, now including the NAPOCOR and theelectric cooperatives, pursuant to Section 1 of RA 7638 

"'l)evelopmental Plans", reler% to Power Development Progran or PI)P
fbrmulated and Updated yearly by the NAPOCOR and/or individual electric 
utilities. 

r. "Energy Resouice Development Bureat or IRDB" refers to the ! 'eautnder the DOF that shall, among others, assist in the formulation and
implementation of policies to develop and irease the domestic supply of
local energy resources like fossil Fuels. nuclear Fuels. hydropower and 

"l)isttihltion System". nieaiL die electric s)stem ol an elecitic utility whichdelivers electricity front trwansormation points on the transmission system to
the consumers or end-tisers 

s ,lotal 
geothermal resources 

Energy Input'. for purposes of calculating theimal eilicieacies if
cogeneration lacilities, is defined as the total kilograms of fuel used 

k. "-lectric ( operative" shall mean a corporation under RA 6(38 or PD 269 
as amended by PD 1645. or a cooperative n-spplying or empowered tosupply electric service. 

multiplied 
received. 

"Franchise 

by the Iligher Ileating Value (IllV) of thefiuel input/s as 

Area" shall mean a geographical area franchised to a public 
*lIlertu Fnergv" 

kilowatt -houirs 

as commonly used in the electic utility ind try, means 
service entity, such as: electric cooperative, local government
owned electric utility system. 

or privately

"Flectri thility System". refers to die distribution sysiten of an electric 
cooperative. local-government owned and privately-owned electric utility
operating within the NAP "OCRand ,!.T.ctric utility power grids 

U. "(rid" nie.uns the electrical systen of interconnected traunsutision lite s.substations and generating plants of NAPOCOR or the concerned electric 
utility, as the case may be. 

"'"Flectric Iitliy", relers to tihe electric cooperative, local-govemnent-
owned aid privately-owned electric utility operating within the NAPOICORgrids or other electric systems. 

v. 

w. 

"llost Utility" imeans the franchised electric utilily operating nearest towhere, or within whose area aqualified PSGF is located 

"Incremental PSI; Power" means electricity supplied by NAP(WOR or an 
. "Ftnergy Indmsty Administration Bureau or FlAB" relers to the Bureauunder the X)F" that shall, among others, assist in the formulation of

regulatory policies to encourage and guide the operations of both 
government and private entities involved in energy resource supplyactivities such as independent power production, electricity distribution, aswell as irnpottation, exportation, stockpiling, storge. shipping, 
transportation, refinement, processing, marketing, and distribiion of all 

X. 

electric utility, regularly used by an owner of a qualified private sectorgeneration facility in addition to that which the latter generates itself. It isthe difference between the total electricity requirement of a private Sector
generatorand the amount it generates 

"lnterconnectn" ten;Uis the connection of a generating lacility or a powerdistribution lacility to an electric utility system or the NAP(CXOR grid 

Forms of energy products, whether conventional or nonconventional. BEST AVAILABLE DOCU MENT 
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lltetonncclhun ( 'S" neans the costs ol all necessary interconnectingelectrical equipment, protective devices and control equipment needed by aprivate Sector generator for its PSGF to pernit inlerconnected operation
WillNAP((OR or3an electric utility. 

7. 	 "fnlemtrpible Power" means electricity supplied by NAptORelectric utiliry to a private sector generator subject 
or an 

to intereuptioli by the 
fomer. 

aI. "'Maintnance Power- means electricity supplied by NAIPO'OR or air 
electric utiliry, to - privale 	Sector generator 	whose PSGi: is undergoingscheduled maintenance work 

b I. "Mini-Ilydro Facilities" means Iydro facilities withkilowatts to I 	 capa ities of I01kilowatslclS i. oNatts toIeir.iXlikilowtAttitaus t iN~A en h croitV 1. "Nalitonal IFlec'lifiiaiion Adininistraihionor I-A- nneanls file.
wholly-owned 	 corioralion.and controlled by the government, created under theprovisions of Presidenlial Decree No. 269. as amended, of 06 August 173. 
and tasked primarily to adminiser the rural electrification program(1 I "N:ational o'wer ( Cirp raii(in ot NA Po)('( JR*' nteanswholly-owned 	 tIe clp Iratiot.,and cotrolled by the goveminten, frined under theprovisions of Republic Act No 6305 of I0 Seplember 1971 and 	taskedprimarily to undertake the development of hydro'electric generation of 
power anti tle production of electricity from nuclear. geothermal and other.sources. as well as lie transoission of electric power in anatiotm ide basis 

C I "Peal, I etntmd'' ilealir tilecta sitinin initegrated load domoleoit ccutintg forthirty (30) minutes conlinuouslyp 

I Ill * lkroitcttatis an% tiatilial pe~rsion. tirt i, 	 assoi at iont. cioti t on. lusitless 
tnLst ano partnership 

g "Pritinary Inergy Sthaiirce"tlels tie IM 	 used tle geteration ofelectricity, except that such rms not include:rui 

[le m int t n amutoutstesting. flamtie siahi if of fuel req tired forion, and cintroti uses, a i i g i ion. an t.The miniintni aniounis of fuel required to alleviate or preventi triaticipaled eliiprnenil outages, andii emergencies, directly 'ffecling the pitblit healt.h safety
or welfare, which would result front electric power 

tititages 

ItI 	 "Privale .'kclo (ienletalmn(l facility. !PS il }"Inean; 

I any cogeneration laciliiy meetng 	 tI1e nliniltun theinlefliciency standards set by the DO for cogeneration systems. or2 ary renewable resource power pmduction facility. or any electric generating facility that shall use inligenous energy
reWsnmes as its primary energy source. or4 	 aty electric generating facility. paricularly a Illoc PowerPrduction Facility. intended primarily to sell all or the bulk of its 
xwer onpn to the grid, consistent with the development plans 

by die WE.Fformulated by NAIN)COR and'or electric utilities, and approved 
i.l.I 'Private Sector Gienerator" refers to tile owner and'or operalor of tle 

accredited PS(ew 
"JX) 	 " nc;ts the purchase of electricity by NAN K'(JR or tn elet Iicttility fiitot ;i privale sector generator.

k.l. 	 "Rate"nweansany price. tariff or cl'rge.as classilied by NAIN('CR or tleelectric utility, with respect to the sale or purchase andor wheeling of 
electricity 

I I "Renewable ILtergy Sotces" ineans sotuces oif enetlgy tlt wue iegeera, i. Leor virtually inexhaustible such as biomass. .solar. wind, geothermalhydro. and also 	 or means by-prluct materials that. but for their use as asource of energy. would be considered waste. 

i. I "Renewallc Resource lPower Prodluctin Iacilily I RRI'I'I )"Inca a lacility 
which produces electricity by tle use of renewable energ resources as itsprimary energy soutrce, 

n I 	 "Sale" ntta nlsli' il ol electricity by N AI P)( 'R or ai elet r I lilily to ;Iprivate sector getnerator. 

o.I. "System l irneul g ncy means" a cindition on NAP ( ( 's alini elCIttLuility's system which is likely to result in imminent significant disruplion ofservice to ctsoniers or is imminently likely to endanger life or property 
p I. 'lteti I UIliai iec .. as it periains to cogeneralion ift ilie, is dt'lilttld a,the ra16 of tiiefol energy output to the total energy in;.il 
q 1. 	 "lopping tyt It' I IgL-nerillon lacilily" Ilnealls a rlptlie lalhlI f I ivlityItwhnich the elergy input in tle facility is li 1used iii produce Lseffll power 

with tihte -iect it-at recovt'red front piwer prodtllii i then used i provideuseful thentnal etnerf'y 
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* conu'ollablc. Forces" means any occurren ce beyond the control ofparty which causes that party to be unable to perform its obligations and
a 

which the party has been unable overcometo by the exercisediligence, including but not 
of due

limited to flood. drought, earthquake, storm,fire. pestilence, lightning and oher natural catastrophes, epidemic, war. riot,civil disttrbance or disobedience, action or inaction of legislature, judicialor regulatory agencies, or other proper authority affecting the operation ofthe PSGFs, failure or sabotage of facilities which have been maintained inaccordance with good engineering and operatingPhilippines. practices in the 

"IIseffil Energy ()tput", for purposes of calculating thermal efficiencies ofcogeneration facilities. is defined as the sum ofelectricity and/or mechanicalpower plus the useful heat in the steam or hot exhaust gases and such other
thermal energy recovered for usefful purposes. 

"Wltecling" means the provisiot of electric energy transmission services by
NAPOCOR or an electric utility for the purpose of enabling the owner of an accredited PSGF to transmit power to another electric utility system or end-
user 

AR IlCLJ: 11 

JtRSl)ICflINN 01 111-ItK CRNISN THERegulations,D [Of
IDO1. NAI OR, NEA AND FRB3 

SI:'[I()Njuridiction in the accre,,itation of qualified PSCGFs.I. Jusdicliot of the POlAs part of its nile-making powersgranted under RA 7631. the ! 
The fX)l shall Itave overall)F shall have the authority to amend these Rules andRegulations as; may be necessary if the common good so requires, as determined upon
public hearing to ascertain 
 the nature of the exigencyintrdtution of amendments or cause requiring thePutrsuant to Section 12(c) ol RA 7638, the review,

evaluation. and accreditation of qualified private se:tor proposals shall be undertaken
by the IlAB of the IX)-, based on 

forth itt tese Rtles nd Regulaions 

the procedures and criieria for atcreditaion set
 

af einl)irettor of tli :AB shall have the atitlority to issue ertificates ofAccreditation. as well as denials of requests for accredi-tions, as the case may be,ani in behalf of ihte [){)-. lk'cioions of the [IAll as foraccreditation as a qualified PS( ;I rugards applications forare appealable within apeni-3d of thirty (30) days tothe Secretary of the D)E. who in turn ni s decide on the case within sixty (6J) daysafter receipt of the appeal 

SI 'll( )N 2. Jurisdictionrespotnsibility of NAP(OCOR. NAI'(fir the formulation ( JR shall haveanti implementation of such prngramns as are 

necesrdary to ensure the rliabiliy of electricity t,,r.ughougt he cout's power gils.consisuern with the general and specific policies adopsi h DOE.NAPOCOR may 
by o In this regard,undertake required generation and transmission projects throughprivate sector panicipation, subject to the provisiopof thesand supplemented by Republic Rules and Regilations.Act No 6957. the amendments thereto, and itsimplermenring Rudelines. Purmant ,o NAPOCOR's fmctions as a bulk powergeneration and transmission utility, hign-voltage wheeling of electricity gener-wed byqurlific- PSGFs to the concerned electric utility or end-use; shall be provided byNAPOCOR wherenecessary

rDO shall require NAI)COR as well as individual electric ti!lities. t)sublit pc:,ver development programs which reflectsgeneration and demand-side resources, for the DOE's reviewan
and

eflicient
approval. indicating

portfolio of 
projects to be undertaken through private sector varticipation, the justifications forsuch, and inicative timetables for undertaking competitive procurement of each ofthe listed projects. NAPOCOR and/or individual electric utilities shall seek the DOE's
prior approval to implement generation projects not included in the approved powerdevelopment plans of the respective electric utilities 

SECTION 3 )trisdiciin of the NFA Pusuant to tte NI:A's role as adeveloptnental and financial inlitution to electric cooperatives, the NI-A shall make 
appr priate recommendatinns 
cooperatives to btild and operate 

to the IX)F regarding applications of electricower generation facilities for its intenmal use, as 
defined and allowed in the relevant provisions of Pan IV of these Rules atdor applications of electric cooperatives for authority to contract its powersupply requirements with a PSGF. consistent with the provisions of Part It -f theseRules and Regulations 

Such entdo svnent by the N[A shall consider the impact of acooperative'spower generation proposal ott the latter's ability to render eflicient and reliable serviceto its existing customers, to expand its service coverage to non-electrified areas, and tocontinue its debt service to the NEA. In endorsing a cooperative's application, NEAmakes no representation as to the overall viability of an electric cooperative's
operations. 

S ('11ON 4 Jursdictin1of tte : RU z lbe RI slall have ju isdiction
 
over the implementation of mcgulations concerning power 
 rates of investor-owned
 
electric distribution utilities, efectric cooperatives, adt NAP)COR. 
 Such authwrityshall include the review and approal of tarif schedules for wheelig, back-up antimaintenance power, incremnental PSG power, and reserve capacity carrying fees, aswell as the review and approval of power purchase agreements of NAP()COR antiother franchised electric utilities between qualified PS(;Fsreasonableness of power purchase rates 

with respect to the
and its comspondirg. impacts on electric 

utilities' raes of return, as well as on enl-ntser tariffs 

n4E S ,I*AIL ") 



c 

he I:'RlI shall hear arid arbitrate disputes between anur among I'anchisedelectric utilities, NAPO'OR, and qualified PSGFs 	
interest is being lhld by non-utility companies shall be governed by applicable lawson matters which have


implications on rates of NAP X' )R and/or elecuic utilifies 
other than for electric utilities
 

Io entities availing ol incentives offered under the government's annual
AR IICI.E III Investment Priories Plan, such entities shall be guided by relevant legislation thereto.QIAI IJI(AI).ONS 0I A S (IfI(N 2 TechnicalPRIVA Il SI-CTOR GIENERA'ON FACILI IY 	

(;enrators. more particularly Md inancial Qualifications Private S torprivate corporations. coopratives, and similarassociation, seeking to construct, own, and operate power generation facilities under
AND)A PRIVATI: SECTOR GINERATOR 

these Rules and Regulations. must possess the technical capability (i.e.. engineeringSbe11ON I Ownerstip Qualifications as to ownership of a PSGF shall and management qualifications)generation. particularly in the generation technology being proposed.be atty of the following 	
aid a proven track record in the field of power

A PrivateSector Generator must likewise demonstrate the financial strength and capability to 
a A lPSG mat~y be cottstflctedj, owned and oper-ated by private persons.	 

und-ertake the scale of project being proposed under these Rules and Regulations.private corporations, cooperatives or similar associations not primarilyengaged in tie transmuission and/or distribution of electricity, and shall be 	
SI(FI()N 3 facility Classificatjon A Private Sector (;eneration Facility(PS(il:) referredgoverned by applicable Philippine Laws 	

to in this Part of these Rules and Regulation shallon corporations or similar include the 
associations as to registration, independent auditing, taxation and other 

following electric generating plants:
related matiers as provided by said laws. Foreign entities may participate inelectricity generation subject to applicable Philippine laws 	

a ('ogeneration lacilities such as lopping- or boutoming-cycle lacilities.ulilizing fos.sil luels or a blcnd of fossil fuels atid renewable energy forms.b Private coporaticons, c(uperative% and similar associations primarily 	 meeting engineering. operating and elliciency standards asSection 5ol this Article:	 prescrhed inengaged in te transmission and/or distribution of electricity, referred to inthese Rules and Regulations as electric utilities, may own. construct aid b.
operate generating facilities. subject to electric utility regulalions concerning 
Renewable Resource Power Produclion 
 Iacilities such as those tesitg

rates, 	 biomass, solar, wind, geothermal, hydrolinancial limitations, taxes and 	 or wastes as the primary energyother laws applicable to their source;opera!ions as electric utilities, and subject to the specific provisiotts of PartIV for "Fleciic I ltilitv- )wned Generation Ifacilities" 
c. Flectric generating facilities hat shall use indigenous energy iesiltuces -

((tt patttit's ol Ccns n i t of 	 their primary energy sources; andowned. primarily engaged urttpatties, whtethrerin indigenous pri vatr' or government
development, and production activities, may 

energy upstream exploration, 	 Electric generating facilities intended primarily to sell all or the btlk of it-; 
d 

own. construct and operatepower generation lacilities to the 	 power production to the grid (i.e., to NAPXCORextent that the primary energy source in 	 or to other electricpower generation shall come flot 	 ulili!ies), consistentthe locai production of such companies 
with the developmental plans lormulated by 

or con.nrtitmns of companies, 
NAPOCOR andor electric tilities and approved by DOI'relevant legislations and si'tbject It) limitations provided byregulations, and/or service contract terms of theDepartmnt 	 Sr(TI(ONof 'nergy. and the specific provisions on llock 	

4 !ize of Getierating UnitS. The inaxituunPower 	 size of aProduction I acilities (F3PP~s). where applicable. 	 generating unit of a NG(F siall be limited to the existing largest generating unit sizeor 10/. of the coincident maximum demand of the concerned NAPOCOR grid or asMajority interest of Ie NAPO COR and'or an, other electric utility on the allowed by the D()F For areas not covered byeq.fity of a PS(,i: shall be considered as 	 te main rnnsmission nerworks ofownership by an electric utility, and shall, 
NAP(X'OR, the size (if generating units shall be limited by the power demand in thethtt,, be subject concerned iv.)lale(l irea. island or grid, taking int)to applicable utility regulations A PISiF in which NAPCOR account reasornble projecli(ns ol 

and or any other electric utility lias 
load growth over (ie period ol PSG(;: commiMsioniga minority interest, and in which the majority 

: AVAILABLE DCUP ,
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Sl--('1 I()N 5 Lrigueing. Opraling and Ellicietwy Slandar4. A PSGFshall be guided by internationally-accepted standards in engineering, operations and 
h) 	 POjecte nttde of operation (bascload or peakingi;reliability. 	 Power and annual energy pnxtxtion capacity (in kW and kWh.respectively) of the proposed facility;
 

Cog:neration facilitivs tiili7ing fossil j)
fuels, or 	 Primary energy source (fuel) of the facility, healing value. ar.d net plant heara blend of fossil and
renewable energy sources, shal' be required to meet the minimum thermal efficiency 	 rate;
standard set foiah in Part II of these Rules and Regulations, for purposes of availing 

k) 	 Projected forced outage rate, maintenance days. dependable capacity. and
station energy use; 

incentives offered under the Investment Priorities Plan of the Board of Investments I) Projectedand/or securing a DOE accreditalion as a qualified Cogeneration facility under these 	
economic life of project and pioposedRules and Reglations 	 duration ofinrerconnecionc.,,mtion period.in) Inlerconnecion plans with NAPOCOR or other electk- ility;SI-CT1ON 6 Economic Criteria. Any proposed electric generating facility ID) Detailed project timetable, specifically target periods for financial closing.should be able to demonstrate its potential for providing net foreign exchange savings 	

groundbreaking, installation of majir plant equipment, testing
to the country, by virtue of commissioaing of the facility; 

and 

o) Any other informaion as may be required inker the specilic proa vision, ofgenerating electric energy mote efficiently or cheaper tihan can otherwis e be 
Parts II, Ill. and IV,genera,d by existing or programmed generation facilities tinder the power 

evaluation purposes 
or as may be deemed nece&-.Ny by the 'IAIl [ir

development plans of NANK OR and/or other electric utilities; 

SI('IN 2 
 I arlitips Qualified icr Accrdtltation A Private Sectorusing indigenos an(t'o renewable encrgy .stirces; and 	 Generation Facility (IPSW ) which meets all of the qualifications !or accreditm set 

accessing lower costis 	
forth in Sections I tlrough 6of Article Ill is aqualified PSGF

of capital, cheaper plant investment, and/or locally-

manufactredn equipment. SEI)N 3 Accrediation by tb HAD. Me 
 tim.-tet or operator of aproposed PSGF intending to sell excess or all its power produclion to the grid, andARTJICLE Cl? whether the fat ilir ;s existing or shall be constructed, and wl-'- generating uwrit issubject to the limitations under Article 111hereof, shall apply for accreditalion as a(iI-NI-RAL PR(X)I-I}JRIS FOR APP~yI.YI qualified PSGF to theACCREDITAPON AND INTERCONNECTION 

!:OR 	 :lA BAS APRIVA11:Sl-(h)R (;I'N:RA]-ON FACILfIy A PS(iF whose generation is solely for the owners' internalapply mor accreditaion use need notwith the FIAB. bur may do so if in the futu-e there isSEC'TI)N I 	 aContents of the Applicatiol. 	 likelihood that saleThe contents of applicalions for 	 to NAPOCOR or electric utilities wouldaccreditation as aqualified PN;F should generally contain the following information: 
pr,,visions of these Rules and Regulations. occur following tle
 

Provided tlt

a) all the inlomnalion requirements shall have been complied


Name and address of the applicant anti location of the proposed facility;b) Project organizational seitup;
c) 	

with, the FIAB shall approve or deny any application for accreditatiou as a qualifiedNames of cooperating/paricipaiing companies, equity 	
PSGF, based ott the foregoing qualifications for accreditation in Article Ill, withinparticipation,incorporation documnens, audited financial statements for the last two fiscal 	
two (2) months front the date of application. unkss EIAB shall have required thesubmissionyears, and records of successful experience in similar activities over the last 	

of addiliorvil information, r postponementfive (5) years: 	 application for rasonable grounds. 
of final atlion on an 

Any order postponing final action on anapplication shall state specifically the grtmudsd) Project financing platn-, 	 for postponement,e) Administrative and technical manp ower complement; 

and the date on 
I) Facility classification and general plant description; 

which a final ruling shall be issued. 
g) le FlilASale of PS(;F generation (whether generation is solely for sale to the grid, 	

shall issue Cenific.,tes of Accreditaiont to PS(;I:s which at. 
dedicated to an electric utility, or fir internal use with provision for sale of 

foud to have qualified lnder these Rules and Regulations. 

excess power to the grid); 
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1 4S-(" IioN |:lAi Issuance of .rviSional Accredi!taion$.may issue provisional accreditations to PSGFs qualifying under Sections 
The FIAB 

I, 3.4. 5,and 6 of Article III of this Part of the Rules and Regulations if the Private SectorGenerator is able it demonstrate in its formal application sound, reasonable, andtimebound development plans,commissioning, consistent withfor the formation of overall timetablesa technically and financiall-for projectqualifiedconsortium or collaborative of corporations to undertake the proposed PSGF 

In all cases, noltwithstanding compliance withArticle III. thfe Sections I through 6 oflIABi may impose the timebound achievement of specific projectmilestones with the end in view of en.uring the timely completion of the proposedfacility, as well as for monitoring the progress of te provisionally-accredited PSGF. 

Provisional accreditations issued by thevalidity period of 
FIAI shall have a maximrnnone (I) year. The FlAIl may decide op the extension orextension of the non-provisional accrediL§Iion on the basis or progressproponent made by the 

emsring timely completion ol the project, and FIAB's evaluation of the continued 

towards complying with the conditions of the provisional accreditation,viability of ',e proposed generation project 

SF( It )N 5by the FlAB shall not Nom-tratisferahiliry of Accreditation. Accreditat ions issuedbe transferable or assignable except to subsidiaries, affiliatedcompanies and'or partners, determined to be technically and financially-qualified byte HAIl of the originally-accredited owners.'proponents of the qualified PSGFs. 

I amnsferabiliy of ;cvdi;tatioins issufed to elhciriby 1itilici, shall he governedthe relevant provisions of Part IV
ailities" on "-lectric 1tility-Owned (;eneration 

SlF "It)N 6 Interconnection of Accredited PSGI s I or facilities whosegeneration is not solely for internal use ol the owner, but also for sale to NAPOCOR 
or to electric utilities other than the franchised electric utility operating nearest to. orwithin whost area a qualified PS( iF is located (host utility), the host utility shallinterconnect the accredited PSGF and wheel the power outof its franchised area 

It this regard, NAIX'() OR and franchised electric utilities with transnissionand/or distributior. facilities of 6Q KV or above shall file with the ERB standardinterconnection policies and procedures, as well as wheeling tariffs to be approved bythe ERB. Shotld there be a dispute as to whether a PSGF should connect with thelocal franchised host tility or with NAP(X7R, said dispute shall be reslved by
FRB. 

SE('II()N 7 UIAll Accreditation of Ul4-c Power Plioduction I acilities(BrfPI:s. NAPOCOR and/or other electric utilities shall be allowed to undertakecompetitive procuretment for projects identified for private sector implementation 

7 


under any power development plan approved by the rx)li. Implementation of hes.generation projects, more particularly referred to as Block Power Production Facilities(BPPFs), shall be gnided by the general provisions of Paist 1. as well as by specificprovisions on JIPPFs in Pan Ill of these Rules and Regulations 

S!'(E1ON8 5I;41A-MvtlitorinsQfAvTeditOet$i;Fs. Owners/prnpotentsol accredited PSGIs shall submit quarterly status reports on the progress of each 
accredited project to the HAB. and shall immediately inform the FIAB of anysubstantial changes in the project that may have an impact onstatus. the PS(;F's qualifiedThe PSGF shall likewise urgently advise the FIAB on the attainment ofproject milestones (e.g.. site grundbreaking. issuance of environmental clearancesand other permits, financial closing, etc.) for monitoring purposes. 

The FlAIl shall render quarterly reports the IX)I- Secretary onf theprogress of accredited projects 
to 

Copies of these reports shall he regularly furnished toconcerned bureaus and agencies of the DOE for infoamation and coordination. 

S-CI(ON q .(eteration by I'l4cric hilities Iacilities owned by anelectric Iiility, whose generation is solely for the internal use of the owner electric 
utility, shall be fuliter guided by Pan IV of these Rules and Regulations
 

SECIOI)N 
 I0 (eneraiop by 4on-.utilities Priiarily for Internal Us.eFacilities whose generation is intended primarily for the internal use of the non-utilityowner but also plans to sell excess production to NAPOCOR and/or other electric 
utilities shall be further gtided by Pan II of these Rules and Regulations when mullplan to sel is elected 

SE'(]ION II epraion by Colmlpanies or Constfnititf5 Primarily 
ii1gaged in Energy !UpsteawOpatio~s. Construction and operation of PSGFs byenergy upstream companies or consortiums shall be guided fitrther by the relevant
provisions of Parts II or Il1
of these Rules and Regulations, as applicable 

Sf (TlONi 12 Represertatioi [_uring Accreditationt',egotiatin. Whereproposals for PSGFs air stibmined by persons or entities, foreign or local, other than 
the organization which is or will be set up to construct, own and operate the facilities,agreement made during any negotiation after accreditation shall not legally bind
parties involved thereto uttil such time when a final contract 
;.agreed upon andsigned l)ocumentary support Letterssuch as of Intent and MemorandumAgreement ofmade and signed during any negotiation shall be usedpreparation of the actual contract between NAPOCOR 

as bases in the 
or the electric utility and theOrganization. existing or newly created, ovning the P.(0: 

S1(Tt )N I Revocation of1Qualified S,ausqualified stats of aPS(;I 
I lie HAll itay revoke Ihcwhich has been accredaed under this Article if such facilityfails to comply with the requirements of there Rules and Regulations. or any of the 
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conditions contained in tile(-nificate of Accteditaion, whether provisional or not,
is.uied by tireFIAR The FlAh shall urgently advise relevant parties of its decision torevoke the qualified status of a PSGF, citing the reasons for such revocation. 

SI-CION 14. Application and NgotiaflD Jor llteiconlectlon iinNAPQQRgWnidi. The owner of a qualified PSGF shall apply and negotiate with theconcerned electric utility where the PSGF is located for inerconnection with the latter.
If interconnection is hindered by any disagreement, the ownernegotiate with NAPOCOR or any other electric utility for the latter to purchase the 

of the PSGF may 

PSG's generation. 

In tire case of an accreditedNAPRx'OR. the PS(;F whose generation is also for sale toowner of the said qualified PSGF shall apply and negotiate withNAP(OOR. NAP(IX'OR shall then treat the PSGF generation site as a delivery pointof NAP)COR to the electric utility operating nearest to the site where the PSGF is 
loated 

AiV disagreeitetPS(;I with NAP )R or 
ott aty tatter that hinders the inlercolllect tio of tileC'( the concerned electric utility shall be elevated to andsettled by the FlI II neither NAPO )Rnor ay concernedl (httric uiliry shallinterconnect With te1CtElilfid PSG( F,then the owner of the PSGI muay elevate his 


case tol the FlAH for -ettleniett 


An accredited PS(IFwhose generation is solely for the owners' internalneed not apply for interconnection, but may do so if in the Future there is a likelihooduse 
that sale i NAP(C'OR and/or electric utilitis would occtr fnllowittg the provisions
of Pans I and either 1Ior Ill of these Rules and Regulations. 


NAPo('()R. privately-owned electric utilities. and electric cooperativesconnecting with a PS(GF shall submit to the -lAB a copy of any interconnection
agreement reached with said PS(i;1 for tonitoring pwuposes 


It shall tieati that tite intercotnection agreetent, in this instance, alreadyincludes the agreement reached between the electric utility/NAPX'()R and the ownerof the PS(-f: on matters pertaining to rates of prchase and sales, operating andrmaintenance schedules. procediures for dispatch. protective and netering devices and 
other items that are itiportantagreements shall be sibmitted to the

to both
IERIl 

parties. Copies of such interconnectionfor its review and approval. itt line with itsrate-ttttg funtitton 

SI-('TIt()N 15. Actiott on Ntodificatiri.of a f5(1'. Prior to undertakingany substantial alteration or modification of a PSGF which has been certified underthese Rules and Regulations. tile owner or operator of such qualified PS(F shallapply to the FIAII for a nling that tileproposed alteration would not result in arevocation of the facility's qualified status- The term "substantial alteration or 

modification of a qualified PS(l;:'"means such alteration. nodilicatiot or other 
changes as will materially aflect the accuracy of the information submitted pursuant toArticle Ill and Section I of this Article under this Part of the Rules and Regulations 

ARTICIE V 

OBLIGATIONS Of NAPOCOR, ELECTRIC IITIES. 
AND OWNERS OF QUALIFIED PRIVATE SECTOR GENERAION 

FACILIIES 
SI'CIloN I. PwIdmw, po lic El nergyici'nm_ Quilied lNAP(OR and/or the concerned electric utilities shall purchase that power (electricenergy and/or capacity) needed to serve its anticipated demand (including reasonable 

reserve requirements) at rates whose reasonableness is established in accordance with 
Article VI hereof* 

S.'tlit )N 2 PuIchtase by |jlcctfic Ifility of Power Alhcdy Contracit-cAny electric utility. witl, the agreement of the owper of a qualified PS(;IF and theNAI'JC(c)R or another concerTied electric utility. may pttrchase any electricity that the 
NAP(K'()R or the concerned electric utility has contracted to piuchase flonr saidowner of the PaeF under tie provisions of these Rules and Regulations 

si-c(IIoN 3 Sale 0l Electricity to aQtualified 'S(;[. NAI'OCO)R or attvconcented electric utility shall sell to any owner of a qualified PSGF electricityrequested by the latter, in accordance with Article VII hereof. 

SECTION 4 Inite[goflnec!joil within NAINKX R grids. lie NAINX'()Rand/or other electric utilities shall allow interconection with any qualified PSGF asmay be necessary to accomplish electric energy purchases or sales under these Rules 
and Regulations Upon effectivity of an agreementof a qualified P.(1I: for interconnection by the ownerand NAPOCOR or any concerned electric utility. tle
NAP(X'OR or the concerned electric utility shall issue order
an requiring thephysical connection of qualifiedthe PS(IF to the transmission faciLies ofNAPOCOR or toltiledistribnion system of the concerned electric utility 

SI-C1I()N 5 Trartsriission to Other l.lectric Utilities (W11ee5t1glNAPOCOR or any host utility shall be obligated to transmit or wheel the electricity
generated by a qualified PSGF to a third party (electric utility or end-user) through theformer's transmission atd/or distribution lines of 69 KV or higher Any third partyelectric utility or end-tser to which such electricity is transmitted shall purchase thesame under this Section. The rate for purchase by the third party (electric utility orend-user) to which s;uch electricity is transmitted shall be adjusted to reflect line lossesand shall include transmission charges of NAPOCOR or the host utility
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Wheeling of Power from NAINX'ORhe guided by standard interconaectio, or the ho0st Wilily it)athird party shallpolicies, procedures, and tarifIs submined toand approved by the -RHi Wheeling rtes. charges. terms, and conditions shall 
tranrnission 
permit the recovery by siuch utility of all the costs incurred in connection with theand necessary associatedexpansion of trarLsmission facilities. ,ices, and [he costsThe appropriate share, if any.of ofanylegitimate,requiredverifiable. economic costs associated with the provision of transmission services maybe included in these charges, while taking into account any benefits of providing such 
services to he rans issi n syste n 

Such rates, charges, terms, and conditions should promote the economicanid efficient transmission and generation of electricity, and shall be just andreasonable, and not unduly discriminatory or preferential. Rates. charges, terms, andconditions for transmission services provided shall ensure that, to the extent possible,costs incurred in providing wholesale transmission services, 	as well as propertyallocated to the provision of .such services, are recovered from the concerned PSG:,and not from a transmitting utility's existing wholesale,customers. I tility regulations concerning rate,, 
retail, and transmission 

financial limitatirns, and taxes shallapply to wheeling tariffs of NAP 
 COR and other electric utilities 


SF:('lI1()N 6 Salety Requirements ie owner of the PS(GI: shall provideatid install protective devices in their facilities as asafeguard from any NAPOCOR orelectric utility %ystemdisturbances 
SF(' l( )N 7 Periodic Relorting to the FlIAI and Lbe Cucerned -Jcjc

thility. The owner of the PSGIFS shall regularly submit to the concerned electric
required by tie uttlity and FlAB for monitoring and planning purposes 


utility and the FlAIl in a prescribed form. operating and other information as may beIAB shallfitmish copies of such reports to other relevant units ant line agencies of the )E. 

AR I'lTF III 

P AI1:S F )R PI IR'IIAS-S 
SR'"-()N I General ProvJsiop. NAP(X'OR or any' electric utility shall
not pay more than their "avoided cost". "Avoided cost" as herein defined shall mean
the least incremental 
cost that 	 an electric utilityanticipated power demiand, it such utility (foes not buy Power front a PS(I 

would incur towards meeting ius 

Sk(*1)N 2 Ptrchask- Rates Qualificat ion. Rates or pumch,;cisshall 
a. 	 lie jt atd elreaui ieal heto t electric cinsomner- of lNAP(' atdor otli 

concened elecric utilities, and it the public interest: and 

9 

b. 	 lie in actidace with guidelines
adoecssnrg 

-setby the FIAion this matter where lullelectric utilities. m tiAn acceptable Competitive procurementshall be sold to the systems of concemedscheme (e.g.,bidding) is one means of'setting avoided cost as well as reasonable purchase
rates 

SI('l()N 3. AdjusLe01 I5 in ijnancial Acm nting, Ilk NAPO(K R andthe concerned electric utilities shall accordingly adjust financial accotlingtheirsystems and procedures resuling fom purchases of electricity from private sectorgenerators. The rate of reum on rate base levels shall then be determined after all 

SEUI(1ON 4. l)e!ermiUatiou o[.Aof d C9,sl Ti ElAH, in coordinationwith the ERB and in consultation with NAPOCOR. electric utilities and other relevantprivate sector entities, shall formulate and adoptcalculation of 	 a standard methodology for theNAPO('OR's and electric utilities' avoided costs.competitive procurement schemes (e.g., bidding) shall also be formulated 
Criteria for 

to defineacceptable means of solicitation that can also provide the basis for determining anelectric utility's avoided costs and reasonable purchase rates.of these 	 Rules and Said methodology andcriteria shall be formulated by the lABRegulations. and disseminatedwithin three (3) months from the effectivityto relevant agencies, includingIRB. NAPOCOR. and concerned electric utilities for information and immediateadoption
 
The HAl, to extent possible, shall take
the 

into account the followiug

laclors in its formulation of a standard methodology for the calculation if avoided
 
cost:
 

a 	 The structue of the incremental costs that would have beetNAPOCOR 	 incurred byandlor other electric utilities had they built the required
generation facilities and/or generated electric power themselhes It serve itsanticipated demand (including reasonable reserve requirements); 

b. The availability of capacity and et:rgy from a qualified PS(il during tie 
system daily and seasonal peak periods, including, but not limited to:I hlie ability of the NAPX'()R or tie concerned electric tility todispatch the qualified PSGF;and the2. corresThe expected or demonstrated reliability of the qualified PS;I-.

nding value of reserve capacity reqttired to be3 	 le extent tio whichcanted by NAP K'OR antd/or oher electric utilities.scheduled outages of the qualified PSIt iIIbe usefully coordinated with scheduled otages if tie 
NAPt '()R or he electric utility's lacilities: 

BEST AVAILABLE DOCUMENT 



4 lhe individual and aggregate value of energy and capacitr ,qaiidps(;I: on NAP(KOR 5 or til elRtncutlit'ssysemC The ability of NAPOC(R or tile affected electric utility in avoid costsincluding die deferral of capacity additions and the reduction of fossil fueluse; 

The costs or savings reulting from variaions in line losses rm those thatwould have existed in the absace of purchases from aquali lied PSGF; and 
e The costs of environmental miligalion measures necessary to ensurecompliance with regulations and standards on environmental management. 

I or piurs of promming the economic uliiza-ion ol specilic indigenousand renewable energy fons. the EO power purclase 
may, in line with its nile-making powers. fixrates for electricity generated from such resources after due 

consultation with relevajit private and government entities 

ARFICL,; Il 

Rates for Sales 

SECTION I Qerleral Rules. I-xcept for back-up power, rates fbr sales ofNAP()'OR and/or the concerned elecu-ic utility to the quahilied PSGIF shall be basedon the net interchange of energy between the said qualified PSGI and NAPOCOR orthe concerned electric utility. If said interchange of energy results in requiring thePS(F to pay for electricity used, the applicable rates in this case shall be the ratesstipulated in a contract between (lie qualified PSGV and NAPOCOR or the concerned 
electric utility 

SI-('T()N 2 i.n'ice5 to be Provided to Quplijied PjI:.contracted with the owner of a qualified PSGI:, NAPOCOR or the concern
any As 

utility shall provide: 
ed electric 

I I Inremelalp/,;;po er;output)lInretental PSGower; 

2 
3 

[lack-tip power;
Maintenance power, and 

4. Interruptible power. 

SECTION 3. Bates for Black-up and MaintenancePwer.the individual electric .ilities NAP(XCOR andshall submit to the ERB, For the latter's review andapproval, rates for sales of back-up and/or maintenance power to qualified PS(iFs 

1n 

f...'T '1 -1 V'r'Aoir 

OPFRAIN SIANDAIZDS. ENVIRONMENTAL CONCERNS 
AND OTIIER MATTERSSECTION I. StaldsQfor[NAPOCOR, o[ pjio D RcIiW y. Qualified PS(uIsand other electrc utilties shallaccepted engineering standards to ensure follow established interaionlly.interconnected system operatioLs. 

safety, system security, and reliability foishall have the NAPOCORright to physically inspect and the concerned electric utilitiesthe power installations and witness thetesting and commissioning of the PSGF that will be interconnected to its system inensure that all necessary equipment are in place and finctioning properly 

The PS( .i directly conlnece-d to the NAINX'ORits owner in accordance grid shall I. operaled bywith the terms n the interconeclion agreement withNAPOCOR and/or the concerned electric utility with respect to the wheeling attd'orpu h e of electricity genera tedby (heq ualified IPPF 

SIECI)N 2 |tivironmental (oncerits Qualified PS(ilsstandards on envirotlmeotal management including, among 
shall ieti 

others, those on airquality, noise levels, water quality, solid waste, emission balances and controls. l ld
use and aesthetic- as required by law through appropriate government agencies 

SIClON 3 ('on!erjis of Contic. Consistentregulations, all contracts with these rles andbetween the owners of PSGFs, and NAPOCOR or theconcerned electric utility shall include, among others, the following

a Idenlificalion ol Parties;
b Recitals (rationale of contract), 

c. Considerations (general agreements);d. Purchase and Sale (stipulation of power purchase and sale);e. ('onditiois of Delivery:
I. Point of Delivery
2. Character of Service (technical specifications fir expected power 

3 Power Factor 

4 ('onlinuiy/reliabililyf Rates for Purchase from Facility and Adjustment clauses;g- Rates for Sale to Facility and Adjustment clauses; 
h. [Billing Periods and Paymen t Terms;i. Penalty and )isconn Clauses;J- Rights and )bligation of NAP((R/ ectric Utility and PS(I: as to:1.1I. Ownership, I)sign, Operation and Maintenance 

2 ('ostruction Requirements
3 Hans and Spt-cilicaion 



4 inSTpCClon and(Tests 

' 
 " 
 '
Change 	of - " , f . " -, 

and prnlectiVe Apparatus definnpmena7 	 Costnsl 
in these Rules and Regulions,et Sl )N I lei nto means8 	 0lC(Ogeratiop Ipcilific5Lorcatdon 	 ('ogencration, lacilities.rnd/or mechanical energy and forms of useful thermal energy (such as heat

pused 	
a facility which produces electrical 

or leam),for industrial. commercial, heating, or cooling purposes, through the sequential
9 	 Delivery ant 
Amount Of loduclion 


use ofenergy.
 
It I -a'(Righ s 

12 	 Regulatory Apprfals A cogeniL.ation laciliJy mnay either be a to1ppilng-cycle or tnltoming cycle13 	 Reuar Appruarls facility. A topping-cycle cogeneralion facility means a cogeneration facility in which13 Roeoand Standuaprdnheat the energy input to the facility is first used to produce useful power with the reject14 Removal of Fquipment recovered fromnpower product ion then used to provide useful thermal energy.15. 	 Provisions fr while a bottoming-cycle facility refers to a cogeneration facility in which ih energy 

Contract Violation
k Dperations, input to the syslcm is fitsi applied to a iuseful thermal energy process, and the rejectheal emerging from the process is Uteti used for power producliom2 Operating Procedure 

3. 	 Sell-back Conditions SI'(*II()N 2 I )clinition RenewableI. 	 1of Resource I)owqrSoetv Requirements: 	 lacilities tRPPFh. Irductioua 
I. Force Majeuiee, 	

RRIIPPs, as defined in these Rules and Regulations. refers toany facility which produces electricity by the rise of renewable energy resources as its1 	 priotary energy source.Rigter Provisios ddw nletchti! Arrangeets 	 Renewable energy sources means sources of eneigy that ayeregenerative0 	 or virtially inexhaustible suchRight to Access for 	 as bionas,; solar.P Liability of Ispiection, etc.; 	 wind, geothermal or:ach Pany with Respect to Operations 
hyder, 	 and aeq 	 Duratio yradas cansen by-prduct aterials that, butr. 	

of Contracl arid Conditions for Contract Cancellaion: ypoutmtrasii( for theit use as a source of
provision for Security: and energy, woul b.consiced waste 
u o hi ~ sasuc 
 iprimary energy source. ott the other 	hand.s Addiional Povisions meats tle fucI's used lot tle


generation of electricity, except that such terms do not include
SI-( " It )N 4 force Majeure Neither parKy Ioa contractilall be in default a.if failure of performance of the terms of the contract is caused by factors due to acts of 	
The tininoutin ainounis of fuel required for igniion, stall up. testing. Ilame
stabilization ard control uses, and(od. nature, or uncontrollable lorces 

1he tiinuttnib. atonints o luel required to alleviate or prevent
PARI I ui.
nanticipaled equipment outages, andii 	 emergencies, directly affecting the public health. 	 safely

_OI _ -welfare, o 
RENEWABLE RESOURCE POWER PRODUCI1ON FACILI HES 

which %~ould result from electric power oulages. 

ARH ICI .E IIIn addition to the piovisions of
following Articles 	

Part I of these Rules and Regulatiots. theshall guide proponents/owners of Cogeneration 	 0I fAIIIC AITI)NS ()1RRPPI:s ANI)or Renewable 
((XI-NERATION FACHf1FSResource Power Production F-aciliies (RRPPIs). 

SI('11()N I Atcreditatirn of RRPPI: and Cogeneratijol I:acilities.A I1( 	 11.: I Au
RRPPI meeting the general qualifications under Article

i)lillNIi I()NS (1 "((X I:NFRATI()N AND and Regulations is a qualified PS(;F 

Ill of Pan I of these Rules 
RI-NI:WAIII-1: A cogeneration lacililv is a qualified PS(;IRFS(1iRClF PN)W-R PRODIUTION FA('II Ili1-kS 

undler these Rules and Regulalions if it meets the general qualifications inder ArticleIIIof Pan 	 I. and the theirnal efficiency standard for cogeneration projects as defined 
in Section 2 of this Article 



S1. 1 It)N 2 Ihetual Eliciency Stalards bir CogeneratiQp I iclitjvs In
addilion Ifhe general qualifications for accreditation under Article Inl of Part I ofthese Rules and Regulations. cogeneration facilities shr ' be able to achieve a 
minimum thermal effitiCy Of Sixty (60) percent for purpCses of availing incentivesollered under the Investment Priorities Plan of the Board of Investments and/orsecuring accrditation from the FIAH as a qualifiedapplicability of such thermal efliciency standard for coeneration from time to time,

;SGF.The D) shall review theconsidering the viability of efficiency advances in gerwration technologies, boilers,
and eat recovery systems 

Thermal elliciency, as herein defined, means the ratio of useful energyoutput to the total energy input, calculated on an annual basis, 

Iseful energy o utput. fr purposes of calculating thermal efficiencies ofcogeneration facilities, is defined as the surn of electricity and/or mechanical powerplus the usefid heat in the steam or hot exhaust gases, and such other thermal energy
recovered for usefttl pltrposes 

hft.1il etteri, \ input ot tie other band, is defiued as the Ilal kilograms ofuel ised tnttpliel bv the Highet Valueheating (111IV) of the ftel input's asreceived 

Sli 1 It )N 3 (ogeneratiof Jacilifije ttjliziqg Renewable I'ergy Sotuces.t'ogeneration facilities utilizing renewable energy forms as its primary energy source
shall be classified as Renewable Resource Cogeneration Facilities for pturposes ofaccreditation as qailified PS(;Fs. Cogeneration facilities utilizing renewable energy
sowces and fossil fuels. either through a blend, combination, or alternating use 
 ofsuch fuel, slall be treated and evaluated as Cogeneration Facilities By virtue of thisdistinction. Renewable Resource Cogeneration Facilities shall not be subject to
minimun thermal efficiency 
statdards required for cogeneration lacilities widerSectiott 2 ifthis Aiticle 


SIF('Il(IN 4 
 ()wnersltip of Cogeneratiop I'acili'ies. Any private
corporation, cooperative, or similar associations requiring thermal and electric energy
for industrial, commercial. heating, or cooling purposes (thermal host) may own andoperate cogeneratlion facilities intended to supply their internal requirements for
thermal and electric energy, anti to sell any excess power generation to the grid 


Private torporttiotils iopeatives. i sittilar associations, oher than thethetinal hosts described above, shall be allowed to own and operate cogeneration
facilities, and to sell electric attd thermal energyhosts, as well as to sell any excess directly to the concerned thermalpower generation to the grid. under exclusivecontracts with the thennal host an(Vor concerned electric utility, and subject to thepmvisions and limitations of the Ptblic Service Law. 
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ARIICI,E III
PR(X'II)IJRFFS FOR APPLYING IOR ACCREDITATION AS A 

CO(;ENERATON OR RENEWABLE RESOURCE POWER PRODIICION
FACILrFY 

SECTION I Period of Processing All Cogeneraiointending insell excess or 
and RRPI'lisall its power production to NAPOCOR or any electricutility and/or thermal host shall apply for accreditation with the FlAl Provided all 

requirements shall have been complied with, the FIAil shall approve or deny anyapplication for accreditation for qualified PSGF status within one (I) month fromdate of the application, unless the FlAB the
shall have required the submission of 

additional information, or ordered the postponement of linal action on an applicationfor reasonable grunds 

SI('TH IN 2 Accreditation of Mi-lydro Plojects Applicationsconcerning the consiuction and operation of mini-hydro facilities shall be referred by
the FIAB to the Energy Resource Development Bureau (:RDB)applications shall be governed by the implementing rides and regulations of Republic

of the X). Such
Act No. 7156 (Mini-hydio Act of 1991). promulgated by the Office of Inergy Affaits
in August 1Q92 

lEvaluation and processing of such appli'aions shall be uidettaken by tieMini-Ilydro Division of the FRDB. The FRDB shall inform the proponents and tieEIAB of i~s decision to issue or deny a license to construct and operate mini-hydrofacilities within aperiod of fottr (4) months, provided all information requirements toprocess the application have been submitted to the Mini-Ilydro Division The HAlshall therealier prepare and issue the appropriate accreditation certificates ot minihydro projects approved by the [R B 

Su( it)N 3 Atcrdiation of Wase-o-L=ncgy I acilittes. Pior to filig
an application with die llAFI for accreditation as a qualified PSGFand Regulations. RRPPFs utilizing fuels derived from municipal solid wasles, or by. 

nder these Rules 
product materials that, but for their use as a source of energy, would be consideredwaste, shall first seek aft endorsement from the appropriate government authority (i e,the Presidential Task Force on Solid Waste Management, the [)eparnnentEnvirotnment ank ofNatural Resources) certifying that the proposed Waste-to-Energy
 
facility is consistent with the overall country framework for solid waste management
Such requirement may be waived by the EIAB for agricultural and industrial wastes
not generally classified as municipal solid wastes.
 

Notwitltst,-tditg any endorsement or certificationgovernment from the appropriateattthorities on envirnmmental/waste management, qualified Waste-to-Energy facilities under these Rules and Regulations shall meet standards on 
environmental managenent, including, among others, those on air quality. noise 

Br AVAiLABLE DOCU EL 



levels, w'ater qutality. slidI waste, eCi~tsS balances and ccilnlR%, land use andaesthetics as n'qired by law through appropriate governnenl agencies. 

SiE.CTI()N 4 Contents of Applications folr (-_Poelleraliorn Fwififies, In 
of these Rules andaddition to the general information requiremenks listed in Section I, Article IV. Part I

Regulations. applications for accreditation('generation Facility shall contain the following information: 
as a qualified 

a. Minimturn inaxititiui, and average volumes of steam aoo/or thermal energy
required for industrial. commercial. beating or cooling purposes. on amonthly and annual hasis, together with the required temperatures,
pressures. and conditions of such volumes;b. Minimum, maximum, and average requiremei.-%of power at'd elecui: 
energy on amonthly and annual basis. 

c. A descripfiot of the basic induhstrial. c(mmnercial, heating, or coolingprocesses requiring any amounts of thermal and/or electric energy;d. Single-line trass-balance and energy flow diagrams indicating volumes andconditions (if exhaust gases, steam, heal, and electric energy produced andutilized at various points of the cogeneration cycle. 

e )etailed calculation of 'he o'erall thermal efficiency of the cogeneration.system. including assutrions used for ambient temperature, fuel heating
values, anti o ther parameters; and 

()ther information that may be requ;red by the FlAlcogeneration proposal in evaluating a 

S-("I-i()N S Cooenl4 Ql Applications Ioj FRPPI . I1 addition to thegeneral information requirements listed in Section I. Article IV, Part I of these Rulesand Regulations. applications for accreditation as a qualified RRPPF shall include 
detailed information on f'nel Supply, collection, and delivery systems in lte form of a 
feasibility or pre-feasihiliry study. The IEIAI may require the submission of any otherinformation that may be necessary for the exhaustive evaluation of RRPPI proposals. 

AR UICIE IV 

RIGIITS Of' NAPN) IR DESIN ANDOPERATIONONPII ANDI lF}CONCERNED OLF(TRIC III'llrFF11E 
PRIVA~n: (To)R GENERATION FACIlITy 

SIECTION I IligJt ;o Review 
utility shall have the right 

NAI(X'OR and'or the concerned electricto review 'he drawings pertaining to the design of the 

qualified Ps(;ls" ituercnimn and fuci storage facilities AnyNAPOCOR flaws perceive band/or the concerned electric uiity infi e design shall be described in 
writing Internatioilally-accepted engineering standards shall be uilized as reference 
in this review prcess.c 

SECI-(ON 2 Righl to NMwior.
utility shall have 

NAP(X'OR and/or the concerned electricthe rightschedule, to monitor the constrEtion work and constructionstart-up, oleratiolt and maintenance. and fuel inventory practices of thePSGF, and shall have the right to consult with and make recommendations to the 
owner of the PS;F. 

OBI.I(ATIONS OF NAPX'OR. ElECTRIC I1TILUilS, 

AND OWNERS O1: QUALIFIED PRIVATE SECTOR GEINERATIONFACILITIES 

SECrION I Iriteicoruection and hItejlcoptmecrn Los[5provisions of Section 4. Article V In addition to theof Pan I
NAPOCOR of these Rules and Regulations.and/or the concenied electric utility may isse an order requiring theowner of a qualified PSGF to advance investments for the necessary interconnecting
electrical equipment and devicesapproved by NAP()'OR in accordance with appropriate electrical plansand/or the concerned electric utility. Repaymentinvestment for theon these facilities shall be done following arrangements mutually agreedupon by contracting paries. Maintenance costs for the interconnection facilities shall
ie borne by NAP(X'(R and/or the conceredelectic utility.kilowatts, however, the NAPOCORFor RRPPI:s and cogeneration facilities with capacities of less than I(1.(Xthor the concerned electric utility shall shoulder allcosts needed for the realization of the physical connection of the mini-PSGF to theformer's transmission facilities. Maintenance costs for the interconnection fcilities
shall also be borne by NAPOCOR or the concerned electric utility
 

SF-CIlON 2 Pate Saj5fi3ciQn. A rate for pi-chases satisfiesrequirements of Section 2 of Article VI, Part I if such purchase rate equals or 
die
 

does
 
not exceed the concerned electric utiity's "avoided cost"
methodology formulated and adopted by the EIAB, pursuant to Sectiou 4. Article VI 

determined following the 

of Part I of these Rules and Regulations 
SI-('11ON I Case with Different Cost .purchases are based upon estimates of NAPOCOR 

fI the case iii which the rates for 
and/or the concerned electric 

utility's "avoidedpurchases do not violate ibis Article if 
cost" over the specific period of a contract, the rates lor Suchuch purchase rates difler from NAPOCOR's orthe concerned electric utility's "avoided cost" at the time of delivery. 



Sa(ilON 4. Purchsen "as available" The rates for purchases of energyatd capacity on an as available" basis shall be based on NAPOCOR's and/or thepurchasing electric utility'scosts calculated al the linmcofldeliYety and stipulated in acontract io purcha!De.electricity supplied by a PSGF to NAPOCOR and/or an 
Energy and capacity on an "as available" basis shall meanelectric utility following aschedule provided by the owner of the PSGF as to time and period and agreed to byNAPOCOR or concerned electric utility.

Sogeu- tio
n 5.ieRatj or
sa J u_.tcWl, _ 
 J by MUindividualSf-CTg()N 5. Bates for o shlorulaean y RJp,.n].piCa o f . A J iowt NAPOCORshall formulate and adopt. subject to ER s review and approval, aschedule of powerpurchase rates which reflects the structure of capacity and energy costs of NAPOCOR 
for varying levels of power availability and dispatchability. Such Power purchaserates shall be adopted as standard power purchase rates for RRPP:s an ('ogenerationfacilities less than 10.(X) kilowatts upon ERR approval of such rates to facilitate pricenegotiations between NAP(K')R and'or other electric utilities and qualified RRPPFsor Cogeneration facilities with capacities of less than 10,00 kilowatts 

AIR UIC.E VII 

OPRAIN(; STANDAR 
 )SAND SYSTEM 'M-R(;.-NC II'S 

SiCTION I Operating Struclttre. Qualified PS(;:s under this Part of theRules and Regulations shall be operated by its owner in accordance with the terms ofthe interconnection agreement with NAP(X'OR and/or the concerned electric utilitywith resject to tihe whteling and'or purchase of electricity generated hv the qualifiedIPPF. 


obligated to provide power to NAPOCORSECTION 2 System Iltergelicies. concerned electric utility duringor the Private sector generatorssystem emergencies to the extent provided by the agreement between tie qualified 
shall be 

Ps.(;.s owners and NAP(X'OR attd/or the aflected electric utility, 

PAR Fill 

SI'EC11IC PROVISIONS ON PLOCK POWER PBQDVUC1ION FACIITIIES'he following Articles shall further guide rnoonentirownetis of Blockthese Rules and RegulationssuiPower Production Facilities (IIPPIs), in addition to the general pmvision, of Pan I oftEST AVAILABLE DOU ENi" 


1/f 

DFUINmo0.S AND QUALIFICATIINS OF ABLOCK POWER PRODUCTION FACILFTY AS A QUALIFIED 
SFCTION I- WS BwrQOMllUeo 
 Etmnc_ LucL.AE Purmiaxn to secto.Sections I and 2 of Article I, Part 

I of
1. the DOE shall require NAelectric utilities to submit power development programs, forreview and approval. NAPOCOR shall submit to the DOE an annual
Power Development Program (PDP) on 
or before the first day of June
1995 and every year thereafler.
 

Such tul, nisshots should inclde NAP(OHs system load togeneration requirements, resource and technology assessments and evaluati.assumptions and other technical parameters. and the resulting system expansionfor NIPOCOR's ":major and small-island power grids. NAPOCOR submiji"should identify power generation projects to be undertaken through private set. 
participation, the justifications for such, and the indicative timetables for underawiulprequalification or interested private sector entities, tendering of bids, evaluation, mindaward of private power contracts for ezch of the projects identified. 
implementationIndividualof generation projects shall be required to enter into long-term (ten. 

electric utilities . eking to implement or contat the 
year) power supply agreements with NAPOCOR to facilitate NAPOCOR's systemplanning activities. Stich electric utilities shall submit to the DOE their individual orcombined long-term power development plans which shall contain an efficientponfolio of generatint (including projected power purchases from NAPOCOR andqualified PSGFs) and demand-side resources on or before 15 January 1996, for the 
DOE's review and approval.

SECTION4 2 DO Rgjew.iv __wf _ .~wfDvelmenQp! Plans. The [ol0:through its Energy Planning and Monitoring Bureau (EPMB). shall review the power
development plans of NAPOCOR and other electric utilities for consistency with the

general and specific policies for the sector,formulation of such plais, and check the consistency of such plans with national and
regional resource 


validate the assumptions used in 
assessments, development programs, and project timetables of 

various energy upstream activities.The IPMI slill likewise review the list of ower generation projects forprivate sector implementation anl the indicative timetables towards ensuringietla tme fo 
 le
sufficient lead times for 
ain in n ai ndi.mi to ,prj c og ni to ,
an unlertaking infonnation disseminationpreparation of competitive prolosls project organi7ation,

The FPMB may also recommend in its
approval of the individual development plans of NAPOCOR 
the scaling down or integration 

andor electric utilities
of proposed generation projects to ensum the 

http:Rgjew.iv


gfnm economies of 
r o o Ccaleadvantages-o mpetital 

prior approval to implement generation projects not included in the approved powerdevelopment plans. 

o e e. prelectric 

SICrlON 3. Definitiojn of llock Pojwer Produlion I-acilji, BlockPower Production Facilities, or llPPFs. refer to power generation facilities fonning
pan of the approved power development plans of NAPOCOR and/or other electricutilities, and which sihall be implenented through private sector participation via theBuild-Own-)perate, Build-Operae-Transfer, Build-Transfrerate, or other
variants of the aforementioned private power schemes. 

Renewable energyased power generation facilities forming part of 
NAfIK OR's andor electric uilities' development plans are flPPf;s 

SECTHON 4 Qualificationis of I3PPs. The getneral iqtLalificatiors forPSGils. as set forth inSections I through 6 of Article Ill. Part I. shall 1-w applicable to 

ARFICIE 11 

PR(X')iIRIS I:()R APPi YIN; FO)R ACCRFIITATI(ONAS A BLOCK POWER PRODUCTION FACILITY 

SI-('lI()N I )E Announcement of Generation ProjectsSector Implementation. or. Private
I pon the IX)W-'s approval of the power develcpment plans of
NAPOCOR and/or electric utilities. the FIAH shall cause the publication of the list of
projects lor private sector implementation, together with the target commissioningdates and indicative timetables fbr commencement of competitive procurementprocedtues Stich announcements shall be published inat least three 0) newspapers
of general circulation, once aweek for two (2) consecutive weeks.
 
Sl('11)N 2. i3PPI Solicitation by NAP.'OR and other Llecric ltjlities.
following announcement of generation projects for private 
sector implementation,
electric utilities, more particularly investor-owned distribution utilities and electriccox)peratives, may express their interrst to theprocurement HlAB to undertake competitive(e.g, bidding) fiu certain blocks of capacity included in saidannouncements 

17he flAi shall allow an electric utility or groups of electric utilities toColdtuct competitive procurementsubject to the following conditions for certain blocks of prograrm.med liPPlI capacity. 

BEST AVAILA I'"EL ,U L$-

15 

1. Tha fN)Wer to be generatedutilities' anticipated demand (including the provision of reasonable 

the block of capacity toutility or be Solicited by agroups of electric utilities shall not exceed the electr 
reserv 

2. That such blocks of capacity are sufficient itnsiz.eto generate compehiiv
proposals, and thethat remaining block of capacitycompetitively bided or concted can still 6 

3. For electric cooperatives. that the cooperative first obtain NIA'!endorsement of the cooperative's plan to solicit BPPF proposals and topurchase power frm qualified BPPFs. 

Ihe FHAl shall then issue kn order authorizing the concerned electric
utilities to undertake competitive procurement for BPPF proposals Such competitiveprocurement activities shall meet the criteria set by the FIAB,or follow the procedures 
detailed in Section 6 of this Article. 

NAP( WOR shall undertake competitive ollicitamin p ocedures for tlte 
remaining blocks of BPPF capacities within the corresponding timeframe itndicatedfor each of the projects for private sector implementation if. within such timeframes.no other electric ttility has expressed interest in tudentakipg competitive procurement 
for the remaining blocks of BPPF capacity.


lit case 
 no award for the impletenrationi of IIPP capacittes are made 
following conduct of competitive procurement activities (e.g.ample time shall be given to failure of biddings).NAPOCOR and/or other electric utilities to tmdertakepre-construction and construction activities itself. 
 Actual incremental investments.
fuel, operating, maintenance and overhead costs of NAP()COR or the concernedelectric utility shall be benclunarked against avoided cost figures of NAP(x'OR or the
concerned electric 
utility, determined on the basis of the standard methodologyadopted by the FlAI. 

SI:CTION 3 Paicipation .[ Corporations or C'onsorliums Primarily
Lgge4 in ergy P l iQ Pursuant toprovided in Section I. Anicle Ill. 

ownership qualificationsPart 1,companies or consorriums primarily engaged
in indigenous energy exploralion, development, and production may undertake
construction and operation of associated generation facilities to 
the
 

primary fuel the extent that thesources for power generation shall come from time local pr)dction ofsuch companies or consorliums, and subject to de..- -atingthe technical andfinancial qualifications in tunkdraking the scale and typeproposed of generation facility 

Govement owned and controlled co.rporaios involved in energy 
upstream operations shall be required to seek accredtation for associated generation 



ficilities owned and operated by the same. Private corporations enagedinenergyE,
upstream operations intending to generate electricity fbr sale to the grid, either directlyor in joint venture or under contract with state-owned energy upstream companies.shall likewise apply For accreditation with the FlAB. 

In all cases, rates for purchases of power generated from such facilities shallbe governed by limitations provided in Section I of Article V of this Part of the Rules 
and Regulations.
 

SECTION 4. 
 inlelemtation 
- 1EsHPIPf. --t eutilities seeking to jje Elecricimplement blocks of BPPF capacity shall be governed by thespecific provisions of Part IV on Facilities for the Internal Use of Electric Utilities. 

SECTION 5. Facilities rgt i.conformity with bwA facility . .e.elopmentPlan.not in conformityNAPOCOR and/or other with the approvedce-cic u~ilities powermay be proposeddevelopmentand its feasibility beplans ofsubmitted to the FiAB for consideration as a BPPF. The proponent of a facility not inconformity with the approved development plans should include inits
with applicationte FIAII the bloc'-, of BPPF capacity tha ,!eproposed BPPF can displace with 
regard to capacity, availability, and commissioning schedule. 

I1te F!AIn shall subject such prmposals to a thorough evaluation and shallcompare its reliability, cost-competitiveness, and potential generation of net foreignexchange savings against programmed IPPFs,as basisaccreditation as a qualified BPPF. Only Provisional Accreditations shall be issued byfor issuing or denying

the Fll in s-uch instatnces. 


A facility not in conformity with NAP()COR's development plans but
which has been provisionally accredited by the FlAB as aqualified PSGF under these

Rules and Regulations shall be allowed to 
participate in competitive procurements
being undertaken by NAPOCOR and/or any other electric utilities. 

Sl("11 )N 6. i3PP[ $OJjcjtation PRucedums.provisions the following proced,.ze andshall guide the solicitation of proposals or bids for BPPFs Ly theNAPOCOR, electric utilities. and govemment.owned and controlled energy twstreamcompanies, in lien of procurement schemes meeting the EIAB's criteria for 
competitive requirement 
I. Alnomcentcnt of request for prop).sals lIbrrequired BPPF capacities,together with together with information onprequalification documents, as 

the availability ofwell as schedules, venues, and proceduresfor prequalification and tendering of bids;. Publication should be made inthree (3) newsitapers ofgeneral circulation, at least once a week for three (3)conelutive weeks, with the last date of publication at least one (1) monthbefore: the deadline for the submission of pre-qualifiation documents, 

2. Conduct of pre-bid conference for prequtalilied proponents El picsent theproject concept and timetables, government taxes and incentives applicablito proponents, basic criteria for bid evaluation. ucw negotiable and non.negotiable specifications or requirements of NAPOCOR or the concern(electric utility, bid evaluation procedures. and other information vital for thtpreparation of competitive technical and financial proposals
3. Tendeting of bids must be scheduide so as to allow proponents a rea onable 

length of time for the preparation of implementable and competitivetechnical and financial proposals. In seing the date for the suhnnission ofemployed, and the risks involved on the part of the Private Sector (enerator 

bids, the scale of the solicitation. the type of technology and fuel to be 

must be considered by NAPOCOR and/or the concerned elecnic utility 
4. To maintain the transparency ol the whole siolicitation and hiddiug pr-c.;.representatives of IPPF prponens must be allowed to witness the receipt.opening, tabulaton. and final
cenlicafion of the contens (i ie bid%rceived tyduly-authoried oficials f NA o oR antilorclett iiilifiebAthrmafive 
 schenes nheeting the vritcria 
 ' by theprocurement. pursuant to Section 4, Article VI, 

lAilluir coallopttitii.
of Pan I. shall he allowed by theFlAB under this Part of these Rules and Regulations 

SECTION 7. [AI3 Accreditation W OPPs. lollowing tfe cuct (icolpetitive procurement for BPPFs, NAPOCtOR and/or the concerned eleturic utility 

evaltation, selection, and award of aBPPE contract 

shall submit to the EIAB acomplete copy of the records pertaining to the solication. 

Electric utilities which have successlully conductedthe EIAB comlpetitiveprocurement activities for BPPF facilities shall be required to enter into and submit to 
a long-term, preferably ten-year, power purchase agreement with
NAPOCOR for any existing incremental, andor back-up power supply requirenents.
Should intercotnection of an electric utility with NAPOCOR
the concerned electric utility shall furnish NAPOCOR 

no longer be necessary.
 
and the FIAB a copy of its
board's resolution/decision to disconnect from the service of NAPOCOR

Upon subitission of the required dxmnents (i e. long-Itio power
purchase agreement or board resolution) from the concerned electric utility, the FlAllshall issue the required accreditation documents fir the utility-solicied HPPF projectupon verification of the IBPPFs compliance with ite general qualificationsaccreditation fbras a PSGF, and NAPOCOR's and/or the concerned electric utility'scompliance with the criteria for competitive procurement or with the recommendedsnlicitation procedure provided in Section 6 above. The FIAB shall issue the requiredaccreditation documents within one (I) month from receipt of all requirements 

http:proced,.ze


For JIPPI proposdis not in confornihiy with the power development plansoa NAPoor andor individual electricilAo utilities, the shall take action oapprove or deny any application for accroidedit a qualified PSGF within two (2)months f'om receipt of an application provided dhe all necessary information havebeen subrnincd to the EIAB. Such accreditation shall be a provisional accreditationwhich shall be cancelled by the FIAB upon conclusion of competitive procurementprocedures and the non-selection of the Provisionally-accredited IBPPF in thecompetitive procutementNAPOCOR 

ARTIICLE III 
RIGI TSOF NAPOCOR AND TIl[E CONCERNED ELECTRIC UTILITYON THE DESIGN AND CONSTRUCTION OF THlE

BLOCK POWER GENERATION FACILI" 

SECTION I Right to Review. NAPOCOR and/or the concerned electricutili,;es shall have the right to review the drawings pertaining to the design of theBPPF and its interconnection and fuel storage facilities. Any flaws perceived by
NAPOCOR and/or the concerned electric utility in the design of the HPPF shall bedescribed and communicated in writing tofurnished to the FlAB. Internationally acceptedthe owners

engineeringof the 1IPPI:. with a copystandards shall be
uilied as reference in this review process 


SICTION 2 
 Right to Monitor. NAPOCOR and/or the concerned electricutilities shall have the right to monitor the construction and construction schedule,
stn-up. operation and maintenance. and fuel inventory practices of the BPPF. andshall have the right to consult with and make recommendations toB3PPI:. the owner of the 

ARTICLE 1V 

OBLI(iATIONS OF NAP(.R. ELECTRIC UTILFIILS, ANDOWNERS OF BLOCK POWER PRODUCTION FACILITIES 

Jpp:, SECTION I. Obligation to Phicbag Elecq-i
The NAPKOR and/or the concerned electric utility shall purchase, at rates inEInfrgy rln ft_Q ficaccordance with the succeeding Article hereof, electric energy and capacity which ismade available by the owners of the qualified BPPF. 

SECTION 2. Obligation to S.il !oa QiaifiejPDEi. NAPOCOR shallsell to the owner of aqualified B3PPF maintenance and/or back-up power.electric utilities contracting to purchase power from 
In cases of 

a qualified BPPF, NAPOCORand the concerned electric utilities may include in their long-term power purchaseagreements BPPF requirements for back-tip and maintenance power. 
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S-CTI)N 3 Qbligailj-Lnrznnlg, NAPOCOR and/orconcerned electric utility shall interconmnect with qualified BPPFs to 
die 

accomplishpurchases or sales under these Rules and Regulations and following stipulations in thecontract between NAPOCOR or the concerned electric utility and the owner of theBPPF on this matier. 

SECTION 4. EItcji _ oand/or any host utility shall be obligated to uansmit or wheel the
electricity generated by a qualified BPPF tothrough the former's an eiu 'icuri'ity or to NAPOCORtransmission and/or distribution lines of 69 KV or higher.NAPOCORpurchase the sameand/or any electric utility to which such electricity is transmitted shallunder this Section. The rate for purchases by the third partyelectric utility to which such electricity is trannilled shall be adjusted to reflect linelosses and shall include wheeling charges of NAPOCOR nr the host utility. 

ARTICLE V 

RATES FOR PURCIIASES AND SALES 

SECTION I PThas-ate The purchasL rate [roni a IIPP: shall notexceed the "avoided cost" of NAPOCOR and/or the concerned electric utility, as 
determined thru the conduct of competitive procurement schemes meeting EIAIBs
criteria for BPPF solicitatio-n or using the standard methodology adopted by the
FIAB. pur-uant to Section 4, Article VI, of Pan I of these Rules and Regulations.
 

SECTION 2 Bates foi 5 NAPOCOR shall sell maintenance powerand/or back-up power during unscheduled outages, as available, to BPPFs or toelectric utilities contracting power supply with qualified BPPFs, at rates approved by
the ERB. 
 Back-up piwer Ibr capacity unserved by BPPFs due to their unscheduled
 
outages shall be provided by NAPOCOR's reserve units.
of the BPPF to pmvidt Penalty due to the inabilitycontracted power during its unscheduled outage shall bestipulated in the cona, i between the 
owner of the BPPF and NAPOCOR or the
 
concerned electric utility. 

SECTION 3.e ee uh Agujrej jjg NAPOCOR and theconcerned electric utilities shall accordingly adjust its financial accounting systemsand procedures resulting from purchases of electricity from a BPPF. The rate of 
return on rate base levels shall then be deternined after all adjustments have beenmade and set in place 

BEOT AVAI LABLE DOCUMENT 



AR IIC I,F V 

OPERATING SYSTMS AND PROCEDURrSFiS!CION I Stnda,"ds tQ )concerned tilsj Reliability NAPOCORelectric utility shall or tascertain that the ownerestablished internationally-accepled engineering standards 
of the CPPF folios 

to ensue safety, system-security and reliability for interconnected system operations. NAPOCORconcerned electric utility or theshall physically inspect the BPPF installations andinterconnection facilities, and witness the testing and commissioning of the BPPF thatwill be interconnected to the NAPOCOR grid or to the electric utility system to enstrethat all equipment are in place and functioning properly.
SECTION 2. C)eratng .Structure. The BPPF shall be operated by itsowner in accordance with the terms of the interconnectionNAPOCOR agreement withand/or the concened electricpurchase of electricity generated by the qualified BPPF.utility with respect to the wheeling or 

SECTION 3. Enviropental Concer',.environmental impact/eflect of its operations. 
/he BPPF shall consider the 

that environmental 
The owner of the BPPF shall ascertainmanagement standards as required by law through appropriate 

governmental agencies are met in the construction. operation and maintenance of the 

ARTICLE VII 

OMIER PROVISIONS ON BPPI 

SI('11{)N I. Intercontlectioil Coit$.investments needed in interconnecting 
The owner of a IHlPIT shall advance 


concerned electric utility system. 
the BPPF with the NAPOCOR grid or the
Repayment shall be made in accordance with
mutually agreed tupon arrangements of the contracting parties.
the interconnection Maintenance costs forfacilities shall also be agreed upon by the NAP(K'OR and the
owner of the PPF. 


SECTION 2. JPPIF: Contract,the owner of a 
The basic contents of the contract betweenAPPF and NAPOCOR or the concerned electric utility shall include, 

among others, the items entarnerated in Section 3. Article VIII of Part I of these Rulesand Regulations, 

SFTION 3. Security of [p[" For national emegency situations,
NAP.OCOR, with the assistance of the military, shall provide on-site coordination ofBPPF operations to prevent brwnottts and ensure the continuity of electric service 

PART IV 

ELECTRI-C--
The following Articles shall 

ff RAIG FAJLiES
finther guide electric utilities engaged orseeking to engage in power generation solely for internal . The term "internal use"as utilized in this Part of the Rules and Regulations shall mean electricity used byelectric utilities for plant maintenance and/or electricity sold directly to theircustomers. 

QUALIFICATION, AS A PRIVATE SECTOR GENERATION FACILITY 

SECTION I QLwuejsghip. Electric utilities shall be allowed to construct,operate and maintain existing or new generating facilities for their internal tre subjectto Financial limitations provided in Section 2 below. Majority interest by an electricutility on the equity of a PSGF shall be considered as ownership by an electric utility,and shall thus be subject to elecric utjity regulations concerning rates, financial 
limitations, taxes and other laws applicable to their operations as electric utilities
S ECTON 2 I 'iaa. i l L imi _ti s on E ttct 
 ttiiie An c iec tric utility
shall be allowed to own and operate new generation facilities meeting thequalifications provided in Section I above, and Sections 3 and 4 below, provided that
the electric utility's ratio of long-term debt to equity is maintained at or below 1.5. 

The above finacial limitations on electric utilities shall be waived by theEIAB for purposes of accrediting existing generation facilities of electric utilities andfor already accredited PSGFs for the internal use of electric utilities as of theeffectivity of these Rules and Regulations. 

SF-CTI)N 3 F1cfijy C]a,ificiaj Qj.Facility classifications allowed under 
Section 3, Article III, Part I shall apply to PSGFs seeking accreditation under this Panof the Rules and Regulations. 

SECTION 4. Siz-(kmjM . Li Tha limitation on maximum sizeRegulations shall be encouraged inin order to facilitate possible NAPOCOR service to 

of generating units as stipulated Section 4 of Article IL Part I of these Rules and 
these generating plants during forced outages or maintenance periods. 

BEST AVAILABLE DOCUMIENT
 



ARTICIF II 

PR(CE)U AP LY NG FOp~ J{l~PR(K'i)RFFOR APPLYING FOR ACCRlecricA CRDITA1INAS A PRIVATE SEC1TOR GENERATION FACIlIly'SECTIO)N I. CoprneLs Q-tApiaiun. in adition lo the requirements of1 -andSection 1. Article IV. Part L an electric utility seeking accreditationwhich qualifies under the preceding Aricle shall submit to the EIAB 
for a facility 

long-term a copy of itspower purchase agreement with NAPOCORmaintenance, for any incremental,or back-up power requirements Adjustments in the long-.erm powerpurchase agreement between NAPOCOR and the concerned electric utility shall beconsidered to the extent that NAPOCORProgram. may still adjust its Power Development 

In cases where an electric utility has opted or is opting to no longer connect 
with NAKOCOR for any incremental or back-up power supply, the electric utilityshall present to NAIN)COR and the FIAB a copy of the relevant Board Resolutionsstating such decisions, and releasing NAPOCOR from any obligation to supply the 

electric utility's power requirements

SF [It )N 2 Accreditatiot).


meets tte citetia for 
Att electric utility's generating facility whichaccreditation set forth in the preceding Anticle, and the


comlions of Sectiott I of this Article is aqualified PSGF. 

Pursuant 
 Io the provisions of Section 4. Article IV, Part I, the EIAB mayissu a provisional accreditation to a PSGF which meets the criteria for accreditation 

length of 
set forth in the preceding Article, ,o give the concerned electric utility a reasonable 

time to either finalize a long-term powerNAPOCOR, purchase agreement withor issue a Board Resolution releasing NAPOCOR from any furtherobligation to serve the power reqitirements of the concerned electric utility,SIE~rION 3.oweriodallwreqtiirnerntinshallchaveithe ERr
its internal use to the extent provided in a long-term contract for this purpose.t1hemceeitriProvidedSI-('I(N 3. ThePeriod ol PIT~ces~jlng Provided all requirernents shall have 

accreditation within two (2) months from the date of the application, unless the EIAB 
been complied with. the FiAB shall take action to approve or deny any application forshall have required the submision of additional information, or postponement of finalaction on an application or for other .easonable grounds. Any order postponing finalaction on an application shall state specifically the grounds for postponement, and the 

date on which a final ruling shtall be issued. 
SFC-1-N 4 Nen-tilaiermbiliy of AwcrenitAtion Accreditations issuedby the FIAP to electric utilities owning and operating qualified PS;Fs shall not betransferable or assignable except totechnically and financially-qtalilied byan 

the FLAIl.ele.ctric utility subsidiary determined to be
For purposes of this Section. anelectric utility subsidiary shall mean any company wherein the cncetned electricutility holds amajority equity interest, 

iSlect ON 5.i A-ri~interonnected with the NAPOCOR grid.
utilities owning generating 11shall be asued thatunits for their internal usa are alreadyn mNPO R ml 

Any possible interchange of electricity to 
frm NAPOCOR shall be coursed through said intertmrtection facilities.Should a qualified electric uility-owned PSGF.transmission however, require theof any amount of power generatedNAPOCOR to the owner-electric utility,and/or the host utility shall be obligated to intennnect such qualifiedfacilities and provide the required wheeling services, pursuan to the provisions ofSection 5. Article V. Pan I 

BEST -V-, . 
ARTICLE III 

NAPOCORS RELATiONSIIIP WITll
ELECTRIC UTILITIESOWNINGGENERAING
 
IACILMR SOLELY FOR INTERNAL INSE 

SECTION 1. PrroYi~inn-t Rgsenut Capjy,reserve capacity in the NAPOCOR grid system considering all generating facilitiesexisting and operating therein. NAPOCOR shail maintainaA reasonable annual reserve capacity -tarryingfee, asdetermined by NAPOcOR and approved by the ERB, shall be paid by all generating 
electric utilities requiring maintenance and/or back-up power from NAPOCOR.Such payment shall make NAPOCOR obligated to provide maintenance and back-uppower requirements of affected electric utilities on an "as-available" basis 

SECION 2. if-ovisigonf-tj Sml-wgr, NAPX)COR shallsupply incremental PSG power to the electric utility owning generating facilities for 

the ERB.selling rate of NAPOCOR for incremental PSG power shall be at rates approved by 
SECTION 3. ftpyivqou fot Sy _t _Ejggi NAIPOCOR and electricutilities generating power solely for its internal use may mutually agree on theprovision of power during system emergencies in their respective systemsextent possible and tunder terms to be agreed upon by both parties. 

to the 
SCTION 4. Diratcha1blity, Generating facilities solely for internal

by an use
electric utility shall not be obligate6 to be under the Dispatch ManagementSystem (MS)of the NAPIX' )R.
 

SiEC-TION 5. P1 
 .uc tioCttJJghq tba NAPM-M'RM. At a time whenprodi-tion cost fiori the generating units solely for internal use ofan electric utility ishigher than buying from NAPOCOR. and the electric utility decides to get power 
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from NAPOCOR to replace its own generation, NAPOCOR shall sell to said electric
utility provided that: NAPOCOR's unit production cost would remain thethe added 	 SECTION 2.load; NAPOCOR's system 	

me with prescribe and, from
NAPOCOR's operations would not be hampered, 	 time to t therer, revis snch Teservice 	 Rule as itto other customers would not be unduly affected. and 

necessary to enotge private sector paticipation in power pfroducion.NAPOCOR would 	 shall be preicribed after Such Rulesnot be pressured 	 coiMltjio withto add new capacities to meet 	 the privatethe new load. 	 setor and appropriategovernment agencies.NAPOCOR shall not be obligated to purchase the generating facilities of the electricu:ility as such action may be detrimental to the interest of NAPOCOR'sCustomers	 regular SEClION 3. &i kAjkM, These Rules and Regulations shall take effectimmediately afler its complete publication in one (1) newspaper of general circulation.SE:C-iON 6. Excess Production Qt PSgLgenerating units of electric utilities are In instances whencapable of producing electricity in excess 
thetheir requirement, NAPOCOR shall not be obligated to purchase such excess power. 
of 

DELFIN L. LAZAROIn instances when NA POCOR may opt to purchase power from said electric
utility, purchase rate shall not exceed the "avoided cost" of NAPOCOR at the time of 
Secrela
 

delivery. 

SECTION 7. 	 Cbaige 9 
 Us. An elrc, ic utility with an accredited
generating fariliry solely for its internal use may decide to sell excess production on aregular basis to NAPOCOR or to another electric utility. Terms and conditions of
purcL-se by NAI,)COR shall be consistent with the applicable provisions given in
Parts I and If1of these Rules and Regulations and shall be stipulated in a Contract. 

SEC(-Ti()N 8. Perodic Peporling to EIA13.generating facility for internal use shall regularly submit to the DOE, thru the EIAB, 

The electric utilty owning 
operating and other inlormation as may be required by DO-
or JIAH for monitoring
and planning ptrposes. 

SECTION 9 l'ormulation of Power -evelopwcpjml-1Pja5 Electric utilitiesowning and operating generation facilities for is internal use shall submit to the DOE,for review and approval, their individual or combined long-term power developmentplans which shall contain an 

power purchases from 

efficient porfolio of generation (including projected
NAP)COR and other qualified PSGFs) and demand-sideresources on or before 15 January 1996 

PART V 

GENERAL, PROVISIONS 

sEClioN ,. Jmplett. 1 theilessAH TOCLhiMENT BEST AVALshall take all the necessary and reasonable 	 .,_Emeasures to ensure that the prnvisis ofthese Rules and Regulations are made effective. 
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IMXCEFDG MiOSE PROrOWFI IN ITS IUD ORt AS NEGOOTIAT-E) AND) 

INCORPORATED IN MiE CONT"RACT tio'nablc the [contractorl 

21 iROWFCF EJIOMMN~T 10 fe71COve, its 0VWETilw. operating ad 

22 maimlICIrzae expemsm land it'l investment) in the project 1p"u a 

http:FTh4O%.MD


5 
I reasonable rate of ftrt2n thereonf. The gco4'I.Iciorl PROiECr I ~ bid 2j~d~gfc ce~ tlid 

4 

6 

A riuromrNfr frawnM" the facility to the gOnetirinow-t Wgncy or local 
I gorerunent unit oonueracij at (he end of (he flsrd term which sh-all 

runt exiceed fifty (50t) year-[ 1: [For tic coacstruction stage, the 

contator creav okain fri~nc fron foei and,'or dorme~k 

-ourtes ;l.d/or emagae the -services of a foreigni and/or Filipino 

2 

3 

4 

5 

6 

OPer-ale SItua"*o which is a C011(raeful afantan whereby (&, 

cmpfier of equiprmerit and mmachisery for a given inirasbqme(u. 

(A0107y, if the interest of the Goveunien So reqaWes operats theC 

Nuility promeivm m &Cproi tesiunob"g tramdi and tramnar t 

Filipino natioak 

3) 

7 

9 

9 

Ut) 

11 

17 

II 

1$ 

US 

17 

t R 

19 

-V) 

7' 

7J 

cassrructool Irovided, That thec ownership structue of the 7 
(ctiursciorl rRtoIF7fVR)r4 of an infra ructurt faclity whose 8 

operationii requires a public teiitv francise miiib mmcrac 9 

with the Con."tsmrton. J: Pn~widrL hwevrr. flT, in the case of 10 

cwwrate irrvr-or . in the buiJd-<"ra(e-xnd-tr-nfer cofptgi o 11 
the cmitrnfiip of rach stckhokler in the axwrorase inv-rs shall 12 

fi- the hasix for the computation of FiFij' .u equity in the saui 1.3 

cflrpiration: rrovidedfunrAer. That. in the case of foreigni 14 
constfru(Iof-* Filipino 13-Ser shall bec employed or hmired in the is 

i~jfI~ 0 ~ohar.vf the contrtoctio wh'ere Flhpirio Adll are 16 

xvi~ rmtiv pirAermorr. That the Cimrxng of a horcin or 1.7 

ftwcpgn cnomIlcd contracirm Crvin Phitlippi R-overet Feniag is 

miiiingm %hiall nuw recc twenty percenit (2D%) of the total codt 19 

4A the Inr,,-jrure fwaiiy oi prjcct. f' ovdm4 frafayP That 20 

r-U~iin f.rv. foreign ;urc EAfn mot reqime a "urantee by tile 21 

(;overinm-ra 4v I, giw-vmmeai-onicw or C.-cmtrbIec, crirp-ratIo 72 

BEST AVAILABLE~~GIUMUIIENT 

I(b)J(C) Build-and-traasfer seiterne - A contractual 

arraIgcmeal whereby the rcontractorl rROJpCT 'ftOPc)N~m 

undertake-~ the cotct io. 'including financing. of a given 

Wnrastructure facility. and its turnover after complction to the 

govemrnin ageccy o' local guviernment omit conccirnied wkich whall 

pa?!he rcoftracto ts total i@V~etMe OteC Cd oh e~ 

plumst PROIECT- IPtOPO.Nr AN ANOIJhT NOT EXCEFIrNtGm rr 

TA O C-O N7ECS FN~~A~DCqjAT-I 

W)GMTIED PICE WH1(M IMCLUDES a reasonable r-ate of retunm*~ 

IthereOft.I 0-E tMV1-VMriN.m3 SUCII PAYM(ENT CAN DIEt4AEr. 

INMEDIArEEY Wit OVER A SCIWRtJLF0 PERIOID O~P TriME 

ACCURV~lfAGIT Ef TRM4 OP EAG{AC~tMN'vr~v M'op.y pJ~v 

PR0VIS1fIOM FOR ALL OR PART OF SILMr AyM~rff To BE- WADE 

"E~Rlt " WAJIMON'ETARY POI.M. This arranSgement may be 

-playe~d in thec comru~om of any imfra9&eu,jj,. pr*Jlt m6lin 

critical facilties which, for security ft Strategic reasons man" be 



nptrxacx Jdiy by the Gmrmn~muL (G COSRIrog-Rw s10NW OSF cn 

2 (I)) M-owKN4flO-MAT_ Sc1Tme - A C'lTPACTVAL 2 RFlIAWML~ATION. PAPROVBWir. 11(AAM1oN. ALTERATION AND 

%RFANGFF VkIW.;tFD A PPOYEr PflOPOtIENT IS GRAMM'1 A 3 kRILAT WORXS AMe AMIVTWS% INCLUDING THE2 NPCESARV 

4 FVA"~LWS 10 FROVIDP 1%SEPVICE VIA A CW.EN tE&RA5Tht~UP1 4 SUPWtY OF FOL1M~lr. LAWDO-ER VtM ArD RELATED rrTm 

S PPOJIF:T W~aI KS flCI)WUED. FI4AMED1 AI OEATM By 5 -(H-) REA-SONABLIE RPTi1RIV ON lNVES1?dEhIS' AND 

Tr oia:T IROrwoqT. Ti in r~owr VrtoPrE'R MnI MIN 6 OPEFlATING AND) MAUMTNA"ICE COSTS - Foa NEGOTIATED 

7 r-XCIIINGF FOR THE MR"CISE. AN ACCF7ABflLE LVVEL OF 7 C01TRuAC-rS. SUCH RATES OF RETtJR) THAT REFLECT THE 

F PFVICF IN RETURN M'R 1INC0%1E OR. TO0115 RECED!F4P 11E 8i VRAILfr4G COST OF CAPtTAL IN "THE DONEM1C AND 

9 'FRVC1 R0VID1R) T7tEAVTS OFtW PRGNEZT QU~AVWVG S 9P V#NWMT)AL K"JIMTS WHICU ThE IROYECr PROPONJENTl MAY 

140'UT ItMITED TO LAND'S ANT) JIWPROVEtTrS THYPIRPON ARE 10) TAP TO FffACETHe MO1IEr 

f(7/NFX Ry I 1Wl r~o Frc-r PROou%1r7T APTL fl sIIARF1U)I)1rK% 1IPC. I. Nvwe ridadutve in fnfm5uftjal_ - ADl gmrrument 

G',0 l qTMJoC'R ANP0TT 13 Oo~r"mowh and local porrnsar units are hereby awuhori~d so 

14 -(Fz) ftOIIcr PROrONT~ - TUE PRIATF SF)CR rIfnTY 14 er~e' into amtrax with [my,duty reiquWe rivatc matvJr -m 

I w3 %HfQ~~AtLLmivr C-ONTRACMhAL RO01'KMMMT FOR -114 15 PROJEXT PROPONElrr OF ANY APPROVED SCHWd for the finanzdar. 

If% P.OEC AND Sh1ALL 11AVF AN 0,DEOUAT1! FINANCIAL RANP TO 16 cE)@structon, operaiori and insintemanoc of any fISaeiially viable 

I ; 1KMPL-f1P'r SAW vvKrrCT. 17 iL!?r%9ntiir facilities (threo) thle b mi-perae=X1raer Cr 

Is*(F) C7owriRAcTR - ANY ENITIY DUlLY ACCREMDrIf 15 bmid-and-tranier scheme.) stbject to the terms and oditioam 

I' A(1frRr TO- PTIMPrIN LAWVS WH~IM XtY ORt MAY NOT HeR 19 &-tzi"Raer.-tet forth 

N, AFIJAITj -TO THIP rPOJTCr PROPON7j'T, WIlCHI IS P.FSFO'VRE 2 S PC. 4. hoi> 'vjet.-All conceracd (infzaqtnzcturel 

?I POR 1111 e-CrI,-TMn0N AND,'oR SXJPTY OR 0OVDNIFNT POR P 21!'Z GO'~rWr4rqT agencOie.s. including governhlent -owned and 

72) PROIPCT. BEST AVAIL.-IS3LE [210"jUYIENT 22 ,-, "wor n vemetui hgi 



IrS~Efi c ~ tr t fCl x og~ i . s t i p i o k ~ I u ~ e t dh at may be I c e mCk h for onfi rmsb j o, app e ~rwa I .? inaced, c ntrucled, operaed arid ainoaied by the prmfte 2 SEC- 2. A new section to be &nominatedl a, Secion 5 iI -4of Un'lcr the pron.iaon of this Ac t .uH llsa be tme dugy, 3 had,, added as tc~lums: 
4 roacerncd Iinfra.Vi mire I GOVFRH~r agencies jo gave i&5 4 SiFC. 5 U.VSOu'T-ED rRrO.ULS. -U,4SOjLCrrL35 Pu~licitY to all PreicrA- eligible for fioneing under this Adt. 5 ROPOALS FORI PROXM.t WI4J(4 ACE POUT INCLUDED) IN Ii.6 including pwification in 

US 
national AM. WHIERE APPLICAJILE 6 () MPRRIy pROJECTS MY IWV!.9 Tlfcur 

7 zIrIP~ A-n-~,otg4~ cran cicultio on e e ery mape 
7 CONCERNED~ 4ATIONAL GOVEIN ge AGENCY OltRt (6) mooth-s L CALand onfficial not ificatl jof cniCtractorif PROJWECT 

8 GOVE.N-WriI- !*fT: PROI 7FlOD. TIhA- tUF-SE PKOIFC7S [D0 NOT9 IROwONrN'Mregistcrcd-;rii Pthem. Tll i-s o(all socbrwalio.al 9 INfVOLVE? ANJY GOVERNJMENT FINANCINC- OR FINANCING~to rcect' inust be past of the medivin-eri inr~ro~mct~,e prograin ii0 GVARANTFE.. StiC" PRtOJEC"
I I MAY PE PURSUEDI ANDof thic agercien ioncerned ant! must bec jdtily, approved by it F(-WI-ENW!"E BY TTIE AGENCIES C0NCEFLN AFTER 771EYARE 

1 CMITT Or TTIW l4 AWOHI. Ecxo*4otc AwD D1~F2LjwhPwr 1 AGIT OR fItEM) OF TItE LoC-AL GOIVhNMF%T 1JrI C-4rR14 A1t7110VjY. MOR C0 11MAT1)/AJPRovAt- *111 RmA.rnD TO 14 AS AVrnIr)R1ITJ By TIM LOCAL SAHIGIJrNL1J PRvwnfFD, Th1ATrs5ITS~ CONSM zY WI NATIONAL CrVFLNM.FMI-S OVERALL 
R RACHO NATIONAirROJpCF A CVPY OFTTW PROrr)jSAJ,.jD i-InIn %o()rco().c rot fcIIm7 rRov7T)FD. non~ T1Ar ANY 146 mrvErtAL OwNTRArcr WfALL FOKIIIWIIS BE mmnam To TilE17 PFOJE(-y '1UIPNIr'TD To WtF INvEqTNENT COORDINAMNO17 

UEDA FOTR rTS 1f~OMATioN WLTMETRfry (30) nlrs FRtOPOrr1,P OR AMYCM OP rn suEpoR.T OMFP'j~ wnatC ARE NOT 19 RET N,0.CM7jp): 
114 Ar~~r/rr.xv wm{?(r ThiRT" O) wvRKiNGr DAT% 19 SrC. 3. Section .5 of te same Act i3 kereby renmmbejed as11) 5JIALL Dr1 c-ONSIDrRF() A!JTOMA-ICALLT APTRYrD- Local0~jn6tora 

atlo
7' Prwn*cts (fmmded andl -T)BE zwnplcsntevd h7 the "xa go-cmlit 1 SFC. r-51 5. P&Mbic &dding of Prqf"t. - Upon approval of
7? uit.% concerned !tbalI Kc submitted to the local dvlpnmt22 

tderpc*-rt -mkmi~vcf%4MS~ls~i

BEST AVA I L E-VC)L, iI fI 
000 
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;1 liit s-ha1I frtfp-it can to be polshd 0mce mieP V& fr~thirc 

I ( 1) cln rctt' wee It in at le~ast tvlw (2) NAITONAL AND. WHERF 

2 

3 

design and performance 

Pimi- "'-w'e'. Tha a 

Standards. plans 

fain (ont'irf 

and specificaions: 

I pRoF T whao 
4 ArpjAL.MT"jO--- mewmqmpei, o'ger3Jckroap;ad 4 sabmliis an eqtmally advaritgeom bid *an be given prekerct. 
It at le-ast one (1) local newsrzaper which is cicltdi h regin, TnW P J9UC rnooD PROCIM 14A'y BF CCONDUTED txcoEa 

pc.niinwte city or muriipality mwtii hthepvied is to be coiated. 6 A TWO ' VEOPIE4TWO-STAG E "Tm. 111e rfpTST P2'I1fOpE To 
a rvte inviting al.' dtly pirequalidied iinfrast-Unce (ombtacto"s1 7 (UNTAL4 W 1TTCNfrfCAt ?ROPOAL PlED THE SECONID EYVvrIDM 

* rpopucr pRtr)rovf-rm to paizticipate is a Pudilim bkhmiug (or the 8 iTO COM17AU4 ilE FINAN'CIAL PROPOSAL, TRE PROCIDURR5 OF 
r jris sc, appord In 1hr~cz-ve o( a b-aiM-opcrate-amid- transfer 9 WMlCE! SILL BP OUJTLINED 111TIM NPLE1WENU'dO RULES AND 

10) arrangerawao the cslnrrcl ShiaU be awarafrd to oh low~evomp"rn 10 ReGU1A1IO OF IM ACT. 

S lcdlr, bawd on the present v~luc of its Proposed tCoM f, rrta 11 DuTXCT NEGOTEA-TbOP OF CONTRACITS MAY O E S-rr 
12 ariad charge-- ovrr a fixod trm ur the raait- to be cmcructcd, V2 1M WhDUE PUMULC MDVMN PATIS ORFUR tM4OUCnWt PRO1rVLS 
it cperatid, and rnafintiricd acmirding to the p rrcwaS dmirimul 113 FOR APPROVED NAT1OKAL OR LOC&L CPOVPPNN4E ?T PROIECTS 
14 mls~ anid per lormaorr standar4K plan "nd-spe-Tocatioms For thii 14 w1IJ(3 DO 19'r R1MJ11tE GOEMA- pFjpqjgpv ORL FNaMco 

Fpurpcx the winning Icontiractori PROIPLTr PROPONENr- ull txb 15 GUARANTEES. 

in mmmtal~~e 61 du i~a~cnjOEPmX m- 16 -A copy of each fbidlcae-n-rnfr cor uufd-&nd
17 local Rovxrnmne.t unit the franchisec to operate "n maimftAmn the 17 ur&Mftrr C0mtracl EKMtRED IMO BY ThM COy 1mwB UNDER 
III faclity. including t'ir collectuflt oftoils feet, MAC2 an Ckr im1 TiIE POSIOv N OF THTS ACT shall forthwith be selimitted to 
17 acxrdw wth Sccim 1617 hereo( 19 Cowipes for its Wnorratiouli 

N0 'in rasc of a henM aiid-tz-ir~c aawCaq. the coctrad 2 SPC. 4. SeWDo 6 is hereby rcimibegej as Sectimn 7 to read 
71 %hallhC iavrrded to the I-es compto"n bidder bas.ed on The 21 asfom. 

r ~ ~ ~~pods~~ro ~ ~ ~wiau ~ ~~zmstr7. ~ 
13 

~ ~ ~ 
.t AVIL'6", 

2 'prrer,i 

EDC",1'U1 ~~MEINI 
1u RepoyriweuuScheme -Fior the liancing. 
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I c iqtot u,. op cfaios mid m aitnance of "nym frastuctnrc 

! ~ wdeai~eri11lznuGHIKE 

3 VIirp-gp OR ANY O F IM VARZAT~rMIS p r ant to te p roviioas of' 
4 thi:-Act, (e Icuotract(,rl n oJ r rmo eo NEr A A t leaStk d to 
5 a reasonable return ofi' ts ifvestint ad operating an4 

6 a n e a c t an ac o da c w ith~its bid prop a l as aep dd 

7 by the concerrned contracinag inlcrarctiure agency or Iocal 
P g overnm n ti. a nid inCorporated in thc conliacts terfms a d 

9 coriditiorm. in the ca-ie of a build-opermic-2od-tranifer 

t0 arrangerent. this repyuen! chcom- is to bec effected by 
II mohci zing the ovv'ntx ! P.F?;D BYAuTnto tizzw fl to charge1 

12 anid colkec rrawnraP~k Wk1~ fern-, A'ED r-,staI, and dsarges for the 

9 

10 

22 

except in case of tolls for matio -mi khigway rads .briftes and 

pwteldc thloroughfare% -hich shall be approved by the Toll 

Reg elatorY BOard ;f POR VE Pfl1ATE C ruTILAC AN D) MR 

PzOjISM W IVCH HA~VE RE Mt GKOWTEDl A N
4ATU RL tO MP OLY o ft 

WI4EPJ lTlE WRIJC IfAS NO ACCI TO ALIJE(-MVE FACILTjpM 

THE A FPRo r13MT cov ujp 4 ~ w REO L AT O y DO D w s. s ALL 

AP"PRaVE TIE17L5E . IE RE'rAMs AM C11ARtGFS BWSED. Off A 
RE S W 11p ATE O FREr'JRN- Provade4 frther. That the 

in-porato and coffecicnvrio tolls, fees ruwls arid chares ;has he 

for a 1ixed term as Poposed in the bid and Eleorporated in the 

contract S91in no ca seshall Ihis term exceed fify (5O) )ear : 

PrO"irD ranw 

14 

1 ewzOf tie Pfrl 

andj incorported 

faculitw no( iii ihise iprnp,%d in the 
in the cuchiacqj. AND. VWflE~jGS1PI 

Wi 

FJW 

13 

14 

QMARGES M(AY 

H OJl~ 

RE SURJFzr TO ADJIJt^-r4Et# D1JRPjN. 

AP N RDW~IWPRMT 

M~E tirE OF 

11 

if, 

17 

19 

19 

20 

21 

PONRT 4CY LUEWlr ItF REPAID~ IN THF 1PM OF A 5IMALE IN 
TUII. REvI'NUp pr 1-11P PR~OECT OR VThjeR NONWAONE-TARY 

PAY%(12NTS 5ucII %T I' NOT uITED TO IE GRANT OF A 

I"ORIO OR 'Rlk ( A~ft OF -nHE R8fLA.WTM LAM. qnUi-C- T) 
-17P. 4CN .III~ rIONAL MOUTRttipI Mqj'rW Ih RiPS"Cr TO 141 

o w hpp r,1 1 p oF IA ND I'rr vide c( That (the goveir s -e n t 

iffr~ruc mgnc7aOCA gv e at Uni 

apr1vvm the rzarnfe,. awd eqify of the tolt% fec5 rettNl and c-!Urrcl 

15 
FOINJLA tSING OFFICIA 1PRIC INDICES AND INCLUDED IN IM 

16 LW VaIMT IDR N WTEC0TArPODD 

17 ALSO7, THAT ALL TOLLs, rEFS REIETALS. AND C1ARGES AND) 

1A ADI9TNEPMpj- TM"ROP SPIALL TrAKLE INTO ACCOUNT THE 
19 R1'ASONA91j.W~m OP SAID RAT m T TE fD t s~OtF PRivATEp 

0 W m t tuf w t s m c u m d d f n i , 7 m d r n 

2ocredSa1 th fftime of the frarkCi 4 tiE fltInbdorf rRoiYW' PROINCHW 

22 '1-1 "dertake the 000=ary Maintenance and repair Of Ile facility, 

0;SAVA ! P~DOC1U1il"ENm 
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in aith -lard V imIle bWd&,x docimnmni I Sectio 9 to read as rolow& 

and in the contract. Ir the case of a build-an$-trancfer 2 "SrC (71 9. ConCnxc Telmi-iCi (anlAdunrment .- In 

arngemernit the repam rnt chemc 1s to be elTedd through, 3 Ihb'eent that a project isrevo ed, cancelled or terminated by the 

S iniat[ion paent bthgv~ rmrz lifast-dn Woc or 4 Govzwnnt thrnvsh s foulor the 1coitfadoirl FROWCTPR'3ONPEvr 

+ local government unit cioict-ni to the (contractorl PROJE.C" 5 or by mutual mgmeent the Gaveroweri shal mocrpe te the xaid 
6 PRO NION'T according to the scheme proposed in (he bid and 6 Icomteado PROjECTPRO?'ovENT foe it-adu epcnics ircermd in 

7 ed inthe cora_ 7 the preoc phu a reasonable rd€ of return tier eon not cus 4Sg thal 

Itll the cx.e -iland rm-amaion or the bmildji of ind'trial 8 staled (in tic hiddng docame a;i i dt oontrad wt of the date of 
9 rtate-, te repaymrvh ;Aedhie may cortsa of the grang or a portioa 9 such revocation. cacellation or termintiitr Prvded, That the 

10 or percnlage of the rcdaimcd land or iadustrial estate built. 10 ur of the G €otrumentin thcse istasces sanl be cdny insured 

.Wlnjet' to the constitutiona! rcquiremenct with rispect to tie 11 with w Gevernsmrcit Seric lisranceystemIarnyotherinturai 

-" ,,wx-rrhipof lamt _ _ 12 en*.y duly nadited by the Oflice of the Inscrance Commi oner 
I' 5:T. 5 Soction 8 of the sarme Act isherelb ameoded to red 1.3 .Pridrdfirraf. That the cost of the irmoraace coverage shal bo. 
14 as lolkv, 14 iaduld m the trms and coniom of the biddrig referred to abovr_ 

IS -rc I. [ToU) Regultairy Bmrd. - The Toll Regulatory 15 rtlTe Soli, fee4., recta and chargs an thelfaclity are sabjea to 
It, Board VwUi(IH wAs CP ATIuD I IP yI-r-vTjAt D No Iis;I112 16 adlustme-at according toiformula relaed to official govermm-t jice 

!7 berrby atached to the D[epautmena of PuNi Workt and Highviv 17 iniem which skall be &f ned before the biddfig throgb tne bidding 
14 wih the Nearfrzy of PqtiK Works and 1-g10 mys am CJrainan. 18 d nnnents. ane inrcoqviraed inthe convact.] 

AuL OIItiA RFGUrIATqryDoO sitAu ItAvi As ovILP4. 19 '", TIP FVF'rJT TDAT TI4F GOVFE.4V't DEFAUtl ON 

,-'t TIfP t-r fEl DFPArINrKME ftFT-- AfRs. VM-ES5 FRWL.W 20 CI!RTAIN MAJOR OBLIGATIONS AS WDI4CATED IN TIfF 

31 rROv~TJF2)MR (JY LAW.' 21 tI"MJP ll4;G RUJ1. AND RBGUL"OM HEOF AJD/UD U4 T1 

77 SEC. Pi. Section , of the -tame Act i-hereby renmmbcred as 22 (X)COThACT AND .SUCI FAILURE IS NOyr REMEDIARLE OR IF 

P,'PT II -)IET%^i cro4r 
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I RF 4FAFALP 'IIALI- REM.AIN U-NREM4EDIED FOR AN 

2 UNRIrAS0N/flt-P, IFNJ(PTH OF T-4 hIoMr~PRICSORAYO 

I' rFPOrNr.fN/OM-rTUT~OK MAY. B~YPRO N(YTICE To) TFIFj 

4 CONCERNED NATIONAL GOVERIYME',ET ACR'NCY OR LOCAL 

Is (OVT-RNJ-'4EN- UN?~IT S-PECIFVI'JG TI117 TtJRN-OV!!R DA11F. 

4 TFRMNAP.XU TI W CONTRACT- THE PROJECT 

7 l~tOPON'nCKoNTRfACM~R q1(ALL BE PFSNAuv- COMEMAr 


x P--' TIIEi (',4VFRN%(ET MOR EQUIVALENT Oft rRO1O"tfONATh 


Q COTPACT COINTAS DfTI)IN TilE cOTRACr-


It0 SFf-. 7. Setkn 9 of tht s-ame Adt is hefebry renumbecred as 


I I Secwm 10 cc) rrmd &-follow,: 


17 9 4 'vfr wnn~~- ~e' u~ts~r 

11 Vproicct undewtaken tsudcr the proviiwns- of this Act -hall b-e 


14 tcMaurtd . opevate'd asid reaw'lained bv the c~act ?Ra'EC; 


IS nr in ac ortbnce with the ptan,rrdj %peirctiom% 

16 sindards, and ck-t5 ajrprovrd by the coocerned govrrment 

17 fieframiauciLel aitency arid SHALLz HEi under the [technic-all 

IS apvrwao thr said agencyl OR LOCAL G;O 14i2MFT Uivr IN 

T9 lIIE Cv5 r LOCAL. rROiECT-, 

SFC. R A ncw sctl'an to be denomninaled as e Iin I is 

21 hereby ade to mrad a%followx 

72 -Sf-C 11. TAIr F-EN7'ThW ALI NM OPTAT1ION OF CAJ IAL 

18 

I BmuIflENT. SPARE PAPU1 AMD ACM01E IN rVRstf OF 9OT 

VREA-MMR5~fAU ENOY DITY Af DTAX 

3 F~xE~IY1oN PRIVLEGcE UPON 71IE EFFcnYrfl OF TTIMlAcr INliL 

4 DaBemmR31. 10W.' 

5 SEC. 9.Seciion oiOherebyrenumbered zLSectin I! toread 

6 asfo~lawJ 

7 *SEc. 101 12. rmr..frmenting Rnides and Regtdatmons. -A 

8 Vomnmitlee compo~cd of OrNE reprecctative-j EACII fromn the 

9 DepatmCent of Pub~c Works and Higtom TIEPEANV4MTf 0F 

10 TA'ZLPORTA-1nC. AMD COMM~UNlCATOIN -nfE DFtAWTMSVT OF 

11 etmrv. -nve DEPA~marwr OF ENVIRONMENIHT AN4D NATURLAL 

t 2 RESOURCES. Tim DErARTMENT OF AGRICLTU1RE. THE 

13 DEIARTMEI%T OF TRADE Art) IND)USTRY. the DePartment 01 

14 rimanr, the Department of IN'ERem AND Local Govtaijr-adt, the 

15 National Economnic and Developmecat Authority. the 
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Classificationof PSGFs
 
LI 	 Cogeneration facilities meeting engineering,

operating and efficiency standards; 

" 	 Block Power Production Facility (BPFF) or any 
electric plant intending to sell power directly
to NPC grids and consistent with NPC 
development plans. 

" Private Sector Generating Facility (PSGF)
intended primarily for the internal use of the 
owner, which also plans to sell excess 
production to the grids; and 

L 	 PSGFs outside the NPC grids intending to sell
directly or indirectly to the end-users. 

Department of Energy/PHILIPPINES May1994 



Classificationof PSGFs 

E0215 IRR included: 
LI 	 Renewable Resource Power ProductionFacilities (RRPFs) such as those using

biomass, solar, wind, geothermal, hydroor wastes as the primary source of energy;
and 

Li 	 PSGF using indigenous energy as primary
fuel for power generation. 

Department of Energy/PHILIPPINES May1994 



Economic,Crieri for,SG 'oruaificationQu 


PSGFs should be able to provide net foreign
exchange savings to the country by virtue of: 

LI 	 Using indigenous or renewable energy sources 
as primary fuel for power generation, 

LI 	 Generating electricity more efficiently than canotherwise be done through operation of existing 
power plants, or 

LI Accessing lower-cost capital or lower plant
investment. 

Department of Energy/PHILIPPINES May1994 



Other Salient Provisionsof EO 215 

iThe maximum size of a PSGF generating unit shall
be limited to the size of the largest generating unit,
or 10% of the maximum coincident demand of the
affected grid, unless otherwise allowed by NPC; 

LJ 	 Interconnection costs for Mini-PSGFs shall be 
borne by NPC; in the case of PSGFs with 
capacities greater that 1,000 kilowatts, the 
cost of inter-connection, if necessary, shall be
advanced by the owner of the PSGF. 

Department of Energy/PHILIPPINES May1994 



Other Salient Provisions of EO 215
 

FA Private entities seeking to enter into power generation
activities shall be governed by applicable Philippinelaws on corporations or similar associations, except
in cases where said entities are directly engaged in
the distribution of electriciy. 

In cases of the latter, these entities shall be governed
by electric utility regulations concerning rates,
financial limitations, etc. Foreign equity ownership
shall be allowed to the extent provided by existing
investment laws. 

Department of Energy/FHILIPPINES May1994 



Rates for Purchases of PSGF Power 
2 Purchase rates for PSGF generation shall be mutuallyagreed upon by the concerned electric utility andowners of PSGFs. These rates, however, should notexceed the utility's "avoided cost". 

"Avoided Cost" means the incremental investmentand/or operating, maintenance, and overhead coststhat the electric utility would incur if such utilitydoes not buy electric energy or capacity from a PSGF. 
[2 	 Rates for purchases of PSGF power shall be just andreasonable to the electric customers of NPC or theconcerned eiectric utilities ; and 
12 Said rates should be in accordance with guidelinesset by the Energy Regulatory Board for PSGFs wherefull or excess energy production shall be sold tosystems of concerned electric utilities. 

Department of Energy/PHILIPPINES May1994 



Investment Incentives for

Private Power Producers
 

L) Granting of Pioneer Status to certain private power
projects to allow 100 percent foreign ownership and 
operation of private generation facilities 

u Availment of other incentives offered to pioneering
firms for projects of at least 50 MW, and for projects
which will utilize indigenous and renewable fuels 

- Additional deductions for labor expenses 
- Tax and duty exemption on imported equipment 
- Tax credit on domestic capital equipment 
- Exemption from contractor's Tax 

Department of Energy/PHILIPPINES May1994 
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Investment Incentives for

Private Power Producers
 

Pre-determined buyback rates for power produced
by small PSGFs (less than 20 MW) to facilitate
development of small power projects by e*iminating
price negotiations 

Financing for nonconventional and mini-hydro 
power projects which can provide 1 to 25 
megawatts of capacity by 1996 

Department of Energy/PHiLIPPINES May1994 



IPP APPROVAL PROCESS 

NAPOCOR IPP 
Solicitation and MOU withBidding DistributionUtilityT I 

I 
Department of Securities & Local EnvironmentalEnergy ExchangeCommission Government UnitAccreditation Registration ImpactAcceptance Statement (EIS) 

Bordof Nat'lBoar Eco Monetary Department ofo ev't Environment &BoardInvestments AuJt ho rity Natural ResourcesFOREX Environmental Compliance
Registration Review Remittances Certificate (ECC) 

Energy Regulatory Board 
Approval of Power Purchase Agreement 

Department of Energy/PHILIPPINES May1994 



IPP MOTIVATION FOR
 
SELLING TO DISTRIBUTION UTILITIES 

QI Higher selling price 
L3 Less bureaucracy in dealing with private companies 
0 Presence of the grid rate as a recognized benchmark 
LI Trend of government policy is to encourage distributioncompanies to contract power from IPPs 
LI NAPOCOR is less interested in smaller capacities

(i.e. less than 100 MW) 
L] 	 Extension of electric distribution (applicable to current

distribution utilities) 

Department of Energy/PHILIPPINES PayM94 



Areas of Evaluation in Accrediting 
Private Power Project Proposals 

I. Technical Features 
A. 	 Mode of operation (base or peaking,internal use, all production to be sold)B. Primary energy source (fuel)
C. 	 Installed capacity
D. Annual generation
E. Forced outage rate 
F. Heat rate 
G. 	 Maintenance days
H. Dependable capacity
I. Station use 

J. Economic life 
II. Equity Ownership
Ill. Dates of Construction, Installation and 

Commissioning 
IV. 	Financial Strength 

Departmenf of EnorgyiPHILIPPINES May1994 



Areas of Monitoringfor Accredited 
Private Power Projects 

I. Power Sales Agreement 

II. 	 Environmental Impact Assessment 
Studies / ECC 

Ill. Financial Negotiations 

IV. 	Project Milestone Schedule 

A. 	Equipment delivery and installation 
B. 	Plant construction 
C. 	Plant commissioning 
D. 	Fuel Supply 
E. 	Transmission / Interconnection 

Department ofEnergy/PHILIPPINES May1994 



COMPLETED PRIVATE POWER PROJECTS 
PROJECT 

PROFILE 
CAP 

MW 
PROPONENT/ 

FINANCING 
I 

TYPEOPERATION 
COMMERCIAL 

DATE 
HOPEWELL GT 1-3 
G;is Turbine Plant 

210 Hopewell Holdings Ltd, 
(Hong Kong) 

BOT ,Ja.'ti-y 1991 

MINI-HYDRO 

Hydro Electric Plant 

22 Hydro Electric Deve-

Iopment (Philippines) 
BOO June 1992 

SUBIC DIESEL I 

Diesel Power Plant 
28 Enron Power Corporation 

(USA) 
ROL JaNuary 1993 

ATLAS MINING 
Cnal Thermal Plant 

55 Atlas Cons. Mining and 
Dev't. Corp. (Philippines) 

Energy 
Purchase 

February 1993 

CLARK DIESEL 

r)i,=sel Power Plant 
50 Electrobus 

(Philippines) 
ROM March 1993 

HOPEWELL GT 4 
Ga- Turbine Plant 

100 Hopewell Holdings Ltd. 
(Hong Kong) 

BOT Maeh 1993 

BATAAN CC BLOCK A 
Combined-Cycle Plant 

300 ABB/Marubeni/Kawasaki 
(Swiss/Japan) 

BTO SC-May 1993 
CC-October 1994 

ENRON I 
Dipsel Plant 

105 Enron Power Dev't. Corp 
(USA) 

ROT July 1993 

Depctmr,,t cf Energy PHILIPPINES May1994 



COMPLETED 


PROJECT CAP 
PROFILE MW 

TOMEN I 58 
Diesel Plant 

BINGA HYDRO PLANT 100 

Hydro Electric Plant 

FELS POWER BARGE 90 
Power Barge Diesel Plant 

BATAAN CC BLOCK B 300 
Combined-Cycle Plant 

TOMEN II 40 
Diesel Plant 

MAK-BAN BINARY 16 

PRIVATE POWER PROJECTS
 
PROPONENT/ COMMERCIAL 
FINANCING TYPE OPERPTION DATE 

Alson/Tomen BOT July 1993 
(Philippines/Japan) 

Chiang Jiang Energy Corp. ROL August 1993 
(China) 

Far East Livingston BOL September 1993 
Shipbuilding (Singapore) 

ABB/Marubeni/Kawasaki 
(Swiss/Japan) 

BTO SC Ul-October 1993 
SC U2/U3-November 1993 

CC-December 1994 

Alson/Tomen BOT December 1993 
(Philippines/Japan) 

Ormat Incorporated BTO March 1994 

Department of Energy/PHILIPPINES May1994
T.... j.vI-.T 



ON-GOING PRIVATE POWER PROJECTS 
PROJECT 

A. under BTO scheme 
BAC-MAN BINARY 
Geothermal Power Plant 

MINDANAO 

Diesel Power Plant 

BATAAN COMBINED-CYCLE 
(Combined-cycle Phase) 
Block A 

Block B 

13. under BOT scheme 
SUBIC DIESEL 

Power Plant 

LA UNION DIESEL 

Power Plant 

PAGBILAO COAL 
Thermal Power Plant 

CAP........

MW 

15.73 

200 

90 

90 

108 

215 

700 

PROPONENT 

Ormat Inc. 

(USA) 

MITSUI/BWES 
(Japan/Denmark) 

ABB/Marubeni/ 
Kawasaki consortium 
(Swiss/Japan) 

Enron Power 

(USA) 

First Private Power Corp. 
(Philippines) 

Hopewell Energy Int'l. 
(Hong Kong) 

COMMERCIAL 

OPERATION DATE 

March 1994 

(missed target) 

July 1994 

August 1994 

August 1994 

September 1994 

February 1994
 

(missed target)
 

October 1994
 

U1 - June 1995 
LJ2 - January 1996 

SDe'artent of Energy/PHILIPPINES May1994 



NAME OF PROJECT 

Angeles Diesel 

Power Plant 

CELCOR Diesel 

Power Plant 

Luzon Power Associates 

Combined-Cycle Power 

Plant 

MUDC Coal-Fired 

Power Plant 

Mangatarem Wood-Fueled 

Power Plant 

DOE ACCREDITED PROJECTS
 

CAPACITY BUYER OF GENERATED 
(MW) ELECTRICITY 

30 Angeles Electric 

(BOO) 

11 Cabanatuan Electric 

(own-use) 

400 PMeralco (BOO) 

600 Meralco (BOO) 

20 Napocor (BOO) 

k~d 

Construction on-going 

Engines available, 

ready for Installation 

Construction started 

November 1993 

Awaiting release of ECC; 

on-going financial 

negotiations 

ECC issued 01/19/93 

Construction to start 

second quarter 1994 

On-going feasibility 

Study 

"..j 



NAME OF 	PROJECT 

Misamis Bunker-Fired 


Power Plant
 

Tarlac Bunker-Fired 


Power Plant 


San Fernando Bunker-FIred 

Diesel Power Plant 

INDECO Waste-Fired 

Power Plant 

NPC-PHILNICO 

Cogeneratlon Project 

Edison Bataan 

Diesel Power Plant 

OMECO-IPC Bunker-Fired 

Diesel Power Plant 

_ 

DOE ACCREDITED PROJECTS 

CAPACITY(MW) 	 BUYER OF GENERATEDELECTRICITY 

18.9 	 CEPALCO 

12 	 Tarlac Electric 

(own-use) 

30 San Fernando Electric 

(own-use) 

94 	 NAPOCOR 

(BOO) 

273.8 	 NAPOCOR 


(BOO)
 

58 	 NAPOCOR/ 

Bataan EPZA 

7 	 NAPOCOR 

i 

STATUS 
Planning 	Stage 

Planning 	Stage 

Planning 	Stage 

Planning 	Stage 

Planning 	Stage 

Construction of engine 

foundation on-going 

Planning 	Stage 



NAME OF PROJECT 

Nagtipunan Wood-Fueled 

Power Plant 

MCI Diesel 	Power Plant 

Rosario Cogen Power 

Plant 

Caltex Batangas 

Refinery Cogen 

Project 

DOE ACCREDITED PROJECTS
 

CAPACITY(MW) BUYER OF GENERATEDELECTRICITY 

20 Napocor 

50 	 Mactan EPZA/VECO 

48 	 Rosario EPZA/ 


NAPOCOR 


165.9 	 Napocor & 


Caltex 


STATUS 
On-going feasibility 

Study 

ECC Issued 	Oct. 1993 

Feasibility and 

engineering 	studies 

completed 

ECC issued 

Power house and engine 

foundation In progress 

Engineering evaluation 

and design In progress 



ON-GOING PRIVATE POWER PROJECTS 
PROJECTPRJC CA^p R3CN Y COMMERCIAL

OPERATION DATE 

C. under BOO scheme 
MALAYA SKID-MOUNTED 
Diesel Plant 
BATAANEPZA 

ENG'G. ISLAND 
Power Barge 
NAVOTAS DIESEL 
Power Barge 
CAVITE EPZA 
Diesel Plant 
NORTH HARBOR 
Diesel Barge 
TONGONAN, LEYTE 
Geothermal Power Plant 

D. under ROM/ROL scheme 

50 

58 

100 

1 20 

63 
_ _ 

50 

600 

Pro-Tech 
(USA) 
Edison Global 
(Hong Kong) 
Sabah Shipyard
(Malaysia) 
Van Der Horst Ltd. 
(Singapore) 
Magellan Utilities 
(Philippines) 

FELS 
(Singapore) 
PNOC-EDC 
(Philippines) 

January 1994 
(missed target) 
March 1994 
(missed target) 
March 1994 
(missed target) 
March 1994 
(missed target) 
March 1994 
(missed target) 
March 1994 
(missed target) 
200 MW - 1996 
400 MW - 1997 

NAGA THERMAL PLANT 

AMBUKLA HYDRO 
Power Plant 

203 

75 

Under negotiation
w/ SALCON (Phil.)
MIESCOR 
(Philippines) 

1st Quarter 1994 
__ ___ ___

2nd Semester 1994 

Department of Energy/PHILIPPINES May1994 



PROJECTS UNDER BIDDING PROCESS
 

PROJECT NAME STATUS TYPE CAPACITY COMM'L 
OPERATION 

APLAYA DIESEL POWER 

PLANT 
BIDDING COMPLETED 

Under negotiation with KPS 

ROM 95 1ST QTR 1994 

MINDANAO COAL-FIRED BIDDING COMPLETED BOT 200 1998 
THERMAL POWER PLANT Results: Bids rejected 

Waiting results of review 
of the Power Expansion 
Program Mgt. 

SUAL COAL-FIRED BIDDING COMPLETED BOT 1000 1999THERMAL POWER PLANT Under negotiation with 
Hopewell Holdings Ltd. 

Department of EnergyPHILIPPINES May1994 



PROJECTS OPEN FOR PRIVA TE PAR TICIPA TION 
PROJECT PROFILE CAP PROJECT ....... REMARKS 
__ __ ___ ___ TYPE __ M W COST (M US$)

KALAYAAN PUMPED-STORAGE 
___ 

3&4 300 Year needed: 1999Pumped-Storage Power Plant 
159 BOT 

BULANOG-BATANG HYDRO PLANT 150 168 Year needed: 2004 BOTHydro Electric Power Plant 

SAN ROQUE HYDRO POWER PLANT 390 586 Year Needed: 2005 BOTHydro Electric Power Plant 

KANAN B1 HYDRO PLANT 113 184 Year Needed: 2005 BOTHydro Electric Power Plant 

CONVERSION OF BATAAN GT TO 180 40COMBINED-CYCLE Feasibility study BOTPLANT 
on-going 

CONVERSION OF MALAYA GT TO 135 30 Feasibility studyCOMBINED-CYCLE BOTPLANT 
on-going 

CALACA I COAL THERMAL PLANT 300 
ROL/ROMCoal Fired-Thermal Power Plant 

MALAYA THERMAL POWER PLANT 650 
ROL/ROMOil-Fired Thermal Power Plant 

MANILA THERMAL POWER PLANT 200 
ROL/ROMOil-Fired Thermal Plant 

Department of Energy/PHILIPPINES May1994 
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BASIC CHANGES IN EO 215 RULES AND REGULATIONS 

STransfer of the accreditation powers from NAPOCOR 
and the NEA to EIAB/DOE. 

Incorporation of technical and financial qualifications 
as one of the criteria for accreditation as a qualified 
PSGF. 

, Formal adoption of the 60% ther ,kl efficiency standard 
for cogeneration projects, earlier promulgated by the 
DOE in June 1993. 

Mandatory wheeling of power generated by any qualified
PSGF thru the concerned electric utility's transmission 
or distribution line to any third party utility purchasing 
PSGF power. 



BASIC CHANGES IN EO 215 RULES AND REGULATIONS
 

' 	 Formulation and adoption of a standard methodology 
for the calculation of an electric utility's avoided-cost
 
by the EIAB. 

• 	Redefinition of mini-PSGFs to include facilities up to 
10,000 kilowatts, consistent with the size classification 
of mini-hydro facilities. 

• 	Removal of restrictions on BPPF sale cf power solely to 
NAPOCOR. 

Compliance with competitive solicitation procedures for 
BPPF projects. 



Objectives of Power Sector Restructuring: 

• Enhance capital formation for power development, 

, create an environment of competition and accountability
towards achieving greater operational and economic 
efficiency, arid 

' rationalize prices and social subsidies, while maintaining
certain socially-desirable policies such as Rural 
Electrification and low income "lifeline" rates. 



Restructuring efforts should consider and 

address issues such as: 

the affordability and reliability of power to consumers,
 

, 	 sustained development of indigenous energy resources 
where economically feasible, and 

the strategic development of the Philippine power
 
system.
 



Continuum of Industry Structure Approaches
 
Unbundled Vrial

Market Clearing Functions; Vertically
Pricing System Central Power Integrated 

UtilityInter-utility Acquisition
Contractual I I 

& Operations Current
Integration Structure 

Degree of 
Vertical Unbundled Bundled 
Integration 

Reliance on
Competitive High Low 
Forces 

Focus of Precluding Controlling
Regulation monopoly power monopoly power 

Department of Energy/PHILIPPINES May1994 



AVERAGE GROWTH RATE (%)
 
ENERGY SALES
 

HISTORICAL FORECAST 
1987- 1992 1993-2005 

LUZON 5.7 10.0 

,/ISAYA S 9.3 13.0 

MINDANAO 6.2 14.6 

PHILIPPINES 6.1 11.3 



NEDA GDP TARGETS (%) 
JI-H.UPPINES 1 (1992-2005) 
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GROSS DOMESTIC 
PRODUCT (GDP) 

DEMAK-,;D 
ELASTICITY 



DEMAND ELASTICITY
 

1993- 1998 1999-2005
 

LUZON 1.3 1.2
 

PHILIPPINES 1.5 1.4
 
D2LASTICY. DRW/F: /AR4/4PLT 
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Load Demand Forecast 
(In MW) 
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12,000 COMPARATIVE PER CAPITA SALES (1990) 

- PROJECTED
 
~0 10,100- 10,0001 
rTi- PER CAPITA SALES 

_95 2OOQ 2OM05
 
8,000 485 810 1,246 
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PHILIPPINES 
,'oooo PROJECTED GENERATING CAPACITY (MW) 

YEAR 1992 1998 2005 
24953 
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PHILIPPINES 
ENERGY GENERATION MIX, GWH 

PERCENT GENERATION MIX
 
TYPE 
 1992 1098 2005
100. O0 A. IMPORTED 57 52 21
 
BUNKER 
 43 22 5

DISTILLATE 
 11 1 1

COAL 
 3 25 15
 

l_ 30, 0O B. INDIGENOUS,HYDRO 43 52 29
17 10 10 
 OTHER BESEWOADGEO 
 22 36 16
0 COAL 4 6 3
 
m-I ce, 0.10 0.07 0.0360. 000 - C. OTHER BASELOA - 50 DISTrIATE 
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INTERCONNECTION PROJECTS 
IN THE PHILIPPINES 

LUZON 

) 

L L TrEE.uzo-(1997) 

CAPACTY 100~0 W 

VOLTAGE : 50 KV 

OHL :20 KM 

coQ.L: Z2,Yo, 

VOLTAGE : ± 2<V0 HHL: 150 KM 

-COST:P1,563 M 

V, ;TY 1-2k'KV 

0 H L : IL' IU., 

S_..:7 KM 

L¢ 

CALE :49 KMI 
COST: P4.906 )A 

F-,W, 0 %,.h, 
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THE PHILIPPINE PRIVATE POWER EXPERIENCE
 

AND POWER SECTOR RESTRUCTURING EFFORTS
 

A. Motivations for the Philippine Private Power Program
 

Radical policy reforms in the Philippine energy sector were
 

introduced when the Aquino government took over in 1986. Whereas
 

during the Marcos regime energy security was equated with
 

government control of the major energy infrastructures, the Aquino
 

areas that can adequately be
leadership vowed to disengage in 

sector. More than just a philosophy, the
handled by the private 


policy was hoped to relieve the financiallyfree-enterprise 

distressed government of investment burden and further debts for
 

power infrastructures and reallocate meager resources to other
 

socio-economic development projects.
 

Private sector participation in power generation was
 

officially declared through the issuance of Executive Order 215 in
 

July 1987, as part of a Cabinet-initiated package of policy reforms
 
to
for the power sector. The law allowed the private sector 


participate in power generation, thus breaking the monopoly of
 

power generation by the state-owned National Power Corporation
 

(NPC) since the issuance of its founding charter, Presidential
 

Decree No. 40, in 1972. E.O. 215, however, retained NPC's
 

responsibility for the strategic planning of the country's power
 

grids, including the setting up of transmission lines and the
 

construction of associated generating facilities.
 

The implementing rules and regulations (IRR) for E.O. 215 was
 

prepared by the NPC and the National Electrification
 
the OEA in August 1988. The
Administration (NEA) and submitted to 


then Office of Energy Affairs (OEA) conducted a series of public
 

hearings on the IRR and thereafter approved it in May 1989.
 

In January 1991, the country's first private power plant
 

started commercial operation. A 210-MW gas trubine facility, the
 

plant was built by the Philippine subsidiary of the Hongkong-based
 

Hopewell Holdings, Ltd. under the Build-Operate-Transfer (BOT)
 

scheme with NPC.
 

started to experience
Meanwhile, starting 1989, the country 


power shortages. The initial expectations for a stable energy
 

situation proved to be shortlived. World crude oil prices began to
 

recover in 1987, after continously declining since 1981. At the
 

same time, indications of a renewed business sector confidence led
 

economic growth, chalking up an average
the country to a surge in 


I 
Paper presented by Flordeliza M. Andres, Acting Assistant
 

Secretary for Policy and Programs, Philippine Department of Energy,
 

at the USAID-sponsored International Forum on Private Sector
 

Participation in the Bangladesh Power Sector, held on 8-12 May
 

Sheraton Hotel in Dhaka, Bangladesh.
1994, at the 


IW'
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GDP increase of 6 percent between 1986 and 1989 after successively
 

posting negative to minimal figures in the previous years.
 

Correspondingly, power demand also rose significantly to an
 

average of 6.1 percent between 1986 and 1989 after a long period of
 

sluggish growth in the early eighties. Thus, power demand caught
 

up with available capacity which hardly increased since 1986. None
 

of the baseload plants intended to replace the 620-MW nuclear plant
 

were constructed and NPC's old thermal plants have become more
 

unreliable. NPC had no choice but to install quick-gestating
 

diesel-fed gas turbines to avert power shortages. With prolongued
 

droughts since 1989 that hampered hydropower availability, the gas
 

turbines designed to be peaking units had to be operated beyond
 

normal running hours.
 

The return to oil-based generation reversed whatever fuel
 

substitution gains were achieved in the seventies. NPC's
 

operating costs escalated, while raising tariffs in the midst of
 

detriorriting power situation was politically untenable. This
 

situation aggravated NPC's already distressed financial condition,
 

and seriously impaired its ability to finance the generating
 

capacity expansion requirements of iLs power grids.
 

lNotwithstanding the natural calamities and political
 

instability that brought the country back to economic slowdown
 

beginning 1990, the power situation continued to worsen. In an
 

effort to solve the chronic power deficiency, the government
 

approved the implementation of power projects on a fast-track basis
 

in June 1992. With an aggregate capacity of 800 MW, these projects
 

were targeted for commissioning by March 1993 to meet the typical
 

surge in power demand during the summer months and in anticipation
 

of the limited hydropower availability.
 

NPC obtained blanket approvals from appropriate government
 

agencies concerning investment clearances, environmental compliance
 

and foreign exchange remittances, among others. Performance
 

undertakings were likewise issued by the Department of Finance,
 

thus, providing some form of sovereign guarantee on NPC's
 

performance of its obligations under the fast-track private power
 

contracts. All in all, the whole solicitation, evaluation,
 

permitting and selection process were undertaken within a very
 

short span of only two (2) months.
 

Recognizing the benefits that car be derived through private
 

sector participation, the Philippine Congress decided to extend
 

application of private sector participation schemes to all
 

infrastructure projects. In July 1990, Congress passed Republic
 

Act No. 6957, otherwise known as the Build-Operate Transfer (BOT)
 

Law, which authorized private sector construction, operation, and
 

maintenance of infrastructure projects including transportation,
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telecommunications, and energy projects, among others, under BOT,

Build-Operate-Own (BOO), 
and other private financing schemes.
 

Anchored on the policy of strengthening the development of

indigenous resources, Congress passed Republic Act 7156 or 
the
 
Mini-Hydropower Incentives in
Act September 1991. The law
 
encourages entrepreneurs to develop potential sites for mini-hydro

by granting incentives that can provide a reasonable rate of return
 
on investments.
 

With the reestablishment of the Department of Energy under the
 
Ramos government in December 1993, NPC's Private Power Program went
 
into full swing as part of the DOE's strategy to address the power

crisis which continued to worsen in 1993. 
The President personally

took charge of overseeing the implementation of ongoing fast-track
 
private power projects as well as the solicitation of additional
 
projects.
 

In April 1993, in order to hasten further the implementation

of power projects, Congress passed the Electric Power Crisis Act
 
which, among other provisions, gave the President the authority to

negotiate with private proponents for projects specified in the
 
same law.
 

B. Overview of the 
 Policy, Regulatory and Institutional
 

Environment
 

Policy Framework
 

The terms and conditions for the operation of independent
 
power producers (IPPs) in the country from
evolved issuances

intended to promote the private power program 
as well as general

laws governing private sector investments in the country:
 

Technical and Economic Criteria
 

E.O. 215 identified the categories of power generating plants

which private sector generation facilities (PSGF) may fall into:
 
a) Cogeneration facilities meeting engineering, operating and
 
efficiency standards; b) Block power producing facility (BPPF) or
 
any electric plant intending to sell power directly to NPC grids

and consistent with NPC development plans; c) Private Sector
 
Generating Facility (PSGF) intended primarily for the internal 
use

of the owner, which also plans 
to sell excess production to the
 
grids; 
 and d) PSGFs outside the NPC grids intending to sell
 
directly or indirectly to he end-users.
 

The implementing rules and regulations (IRR) of E.O. 215 also

included: e) Renewable Resource Power Production Facilities
 
(RRPPFs) such as those 
using biomass, solar, wind, geothermal,
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hydro or wastes as the primary source of energy; and f) PSGFs
 
us'ing indigenous energy as primary fuel for piwer generation
 

The IRR also set the economic criteria for PSGFs, that is,

that they should be able to provide net foreign exchange savings

benefit to the country by virtue of: a) generating ele':tric
 
energy more efficiently or cheaper than can otherwise be generated

by existig plants; b) using indigenous and/or renewable energy
 
sources; and, c) accessing lower cost of capital and/or cheaper
 
plant investments.
 

Independent power producers (IPPs) sell either to NPC, a
can 

private electric utility, or an electric cooperative. They can
 
enter into long-term sales and pricing agreements based on the
 
avoided cost 
of the utility, i.e., the incremental investment
 
and/or operation, maintenance and overhead costs incur-red if the
 
utility does not buy from the IPP. In these agreements, they have
 
to define minimum off-take quantities and pass through pricing
 
formulas together with the utility.
 

Incentives for Private Power Investments
 

As in other industrial ventures private investors in power

generation are provided incentives upon accreditation by the Board
 
of Investments. Private power projects of at least 50 MW or that
 
will use indigenous or renewable energy sources are granted pioneer

status and are allowed 100 percent foreign ownership and operation.
 

BOI-registered private power projects are also entitled to
 
investment incentives under the 1987 Omnibus Investment Code which
 
include: a) Income tax holiday for six (6) years from the date of
 
commercial operation for 
firms that are granted "pioneer" status"
 
and four (4) years for non-pioneer firms with yearly extensions as
 
may be approved; b) Tax and duty exemption on imported capital
 
equipment; c) Additional deductions for labor expenses; d)

Exemption from contractor's tax; and e) Tax credits on domestic
 
capital equipment.
 

To facilitate processing and approval of smaller power

projects, IPPs 
less than 20 MW in size can skip price negotiations

and enjoy pre-determined buyback rates. Under its Renewable Energy

Power Program, the DOE has also developed guidelines for the
 
financing of renewable projects which can deliver 1 to 25 
MW of
 
power by 1996.
 

Under R.A. 6957, the contractor operates the facility over a
 
fixed term during which it is allowed to charge users appropriate

fees that would enable it to recover its operating and maintenance
 
expenses and its investment in the project plus a reasonable rate
 
of return. The facility is transferred to the government agency or
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local government unit at the end of the fixed term which shall not
 
exceed fifty (50) years.
 

Project and Contractual Schemes
 

An independent power producer (IPP) may participate directly
 
in the NPC's solicitations of contractor for BPPFs or projects
 
under its Power Development Program. Alternatively, the proponent
 
may wish to pursue a project with any of the private distribution
 
utilities or electric cooperatives.
 

NPC Proiects
 

Initial NPC private power projects were implemented under the
 
Build-Operate-Transfer (BOT) scheme. As the program progressed,
 
other var'ants such as Build-Transfer, Operate (BTO) and
 
Rehabilitate-Operate-Transfer (ROT) were also found appropriate for
 
specific situations.
 

The BOT scheme
 

The BOT scheme is intended to cover new generation capacities.
 
Under this scheme, NPC supplies the site and fuel for the
 
generation facilities. On the other hand, the private contractor
 
arranges the financing, design and constructs the plant, and 
operates and maintains the facilities over a pre-defined 
cooperation period. 

The fuel supply is separated from the main BOT contract
 
because of price and supply uncertainties, particularly over a long
 
contractual period. However, a separate agreement may be reached
 
by the parties to integrate the fuel supply requirement of the
 
facilities with BOT contract.
 

Payments to the BOT operator come in two forms: capacity fee
 
and energy fee. The capacity fee covers operating profit and fixed
 
cost items of the facility. On the other hand, the energy fee
 
covers variable cost involved in the operation and maintenance of
 
the generating facilities.
 

The BOT agreement is a performance-based contract. Specific
 
provisions are defined for bonuses and penalties related to plant
 
heat rate and actual energy generation. Failure to meet guaranteed
 
output during the cooperation period will mean drastically reduced
 
payments to the operator.
 

The Department of Finance issues a "Performance Undertaking"
 
that affirms that the obligations of NPC under the BOT agreement
 
carry the full faith and credit of the Philippine government and
 
guarantees to ensure that NPC will discharge such obligations at
 
all times as they fall due.
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Likewise, risk allocation between 
the the NPC and the BOT
 
operator is clearly defined. Construction delays and cost overruns
 
are risks borne by the BOT operator. Liquidated damages for every

day of delay in project completion are included in the 
contract.
 
Country risks (e.g., 
 po'itical problems, revolution, foreign
 
currency crisis, etc.) is the responsibility of NPC, which 
means
 
that a BOT will be kept whole if a country risk event occurs.
 

The generating facility is fully dispatchable. The day-to-day

generation 
is based on the request of NPC depending on the load
 
variation for the day. 
 In the event the facility is not dispatched
 
due to NPC, the operator is paid the full amount 
of his capacity
 
fee.
 

The implementation of BOT projects is a prolonged process.

Its realization depends on the final agreement and closure of the
 
financial package which sometimes takes months to complete.

Invariably, in 
cases of urgent capacity needs, NPC implements the
 
BTO scheme.
 

The Build-Transfer-Operate Scheme
 

The BTO scheme 
is similar to the conventional turnkey
 
contract. NPC 
obtains a loan project financing and awards a
 
turnkey contract to a proponent with mandatory operation contract
 
becoming part of the supply agreement. Like BOT, the BTO agreement

is a performance-based contract. 
 It calls for heavy penalties in
 
the event the facility is not able to 
deliver its guaranteed
 
output. 
In general, the penalty for not meeting guarantees is tied
 
to the debt service requirement of the facilities.
 

Rehabilitate-Operate-Transfer (ROT) Scheme
 

NPC also enters into contracts for the operation and
 
maintenance of its existing generating plants. In the ROT scheme,
 
NPC turns over the management and operation of an existing plant to
 
a private company that could assure higher efficiency in plant

ope:ration and increase the plant available capacity to a pre-agreed
 
level.
 

The contractual arangement for the ROT scheme has two phases:

first, an assessment period where a management-services type of
 
agreement is entered into; 
and, second a rehabilitate-operate-and
maintain period.
 

Performance targets are also set, but all 
are on a best-effort
 
basis. However, the proponent is obligated to 
identify improvement

in the systems and procedures of NPC. 
At the same time, the period

will be utilized towards the formulation of a repair and upgrade
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program intended to prolong economic life, improve operational
 
flexibility, recover lost capacity and enhance plant efficiency.
 

Two months before the expiration of the assessment period, the
 
proponents submit a proposal to cover the second period. Should
 
the parties reach an agreement, the proponent implements the
 
rehabilitation program using his own financial resources.
 
Afterwards, provisions similar to BOT uperation and maintenance
 
apply.
 

Payment to ROT proponent come in the form of capacityand
 
energy fees based on actual performance. Failure to meet
 
guaranteed operating heat rate and output guarantee will mean
 
reduced revenue stream for the operator.
 

IPP Projects with Distribution Utilities
 

The DOE adopted an interim policy of allowing electric
 
distributors to implement generation projects, either through
 
construction of utility-owned generation facilities ur through
 
Lontracts with independent power producers. This policy was in
 
recognition of the limitations presented by the implementing rules
 
of EO 215, as well as the critical need for new generation
 
capacities to augment existing supplies from NAPOCOR.
 

Aside from being able to negotiate higher selling price and
 
less bureaucracy, some IPPs found other advantages of dealing with
 
distributors such as the presence of the grid rate as recognizeed
 
benchmark and suitability of smaller capcities which NPC is less
 
interested in.
 

The DOE has also required electric distributors entering into
 
contracts with independent power producers to enter into long-term
 
power purchase agreements with NAPOCOR towards institutionalizing
 
system planning at the distribution level, and towards transfering
 
a significant portion of the market risks borne by NAPOCOR to
 
private electric distributors.
 

Regulatory Process and Institutional Mechanism
 

The IPP approval process involves a number of government
 
agencies including the Department of Energy (DOE), the Securities
 
and Exchange Commission (SEC), the Local Government Unit, the
 
Department of Environment and Natural Resources (DENR), the Board
 
of Investments (BOI), the National Economic and Development
 
Authority (NEDA) and the Energy Regulatory Board ERB).
 

DOE Accreditation
 

E. 0. 215 originally vested in the NPC and NEA the authority
 
for the accreditation of private power proponents in their
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respective areas. However, as NPC continued to build power plants,
 
there was a growing perception that it could not be impartial
 

against a private proponent. To diffuse this perception, NPC
 

recommended to the then Energy Coordinating Council which had the
 

policy oversight functions for the energy sector that accreditation
 
of private proponents be undertaken by the then Office of Energy
 

Affairs.
 

Upon the creation of the DOE, accreditation of IPPs officially
 
became the role of the DOE through its Energy Industry
 

Bureau. However, due to some reorganization
Administration 

constraints, the IPP accreditation function is being handled by the
 

Energy Planning and Monitoring Bureau. DOE established a One-Stop
 
Action Center for purposes of facilitating service to private power
 

related inquiries as well as facilitating receipt and processing of
 

applications for financial assistance, incentives, and
 

accreditation of proposals on private power and energy development
 

projects.
 

The DOE criteria for accreditation are essentially those laid
 

out in E.O. 215. Aside from the project's conformity to the
 

implementing rules as to the types of projects and economic
 

criteria, the DOE also evaluates the technical and financial
 

qualifications of the proponent. A performance bond is not
 

required during the DOE accreditation, however, if the proponent
 

requires an excessive number of extensions beyond the given
 

accreditation period, the DOE may require a performance bond in the
 

amount of US$15 per kw to ensure completion of the project. BPPFs
 

given 9 months to break ground from issuance of accreditation
are 

before an extension is allowed.
 

The DOE accreditation is not required for BPPFs which NPC
 

solicits through a bidding process. NPC reviews the technical and
 

financial capability of the proponent for these projects. NPC has
 

a standardized contract pre-approved by NEDA for different types of
 

power plants. In some cases, BPPF proponents are allowed to sell
 

directly to distribution utilities upon securing a waiver from NPC
 

of its right to purchase power from IPPs.
 

To date, DOE has accredited twenty-one (21) private power
 

proposals, most of which are for bunker-fired diesel engine
 

generators for small electric utility systems.
 

DENR Environmental Clearance
 

Power projects are classified among environmentally-critical
 
projects and must have an Environmental Clearance Certificate (ECC)
 
before it can proceed. The process of evaluation varies depending
 
on the size of the project. Smaller projects (thermal projects of
 
less than 10 MW, and hydro projects of less than 50 MW with
 

poundage of less than 50 cubic meters) need only submit a Project
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Description while larger ones are 
required of a comprehensive
 
Environmental Impact Study or EIS.
 

Board of Investment Incentives
 

An IPP project proponent may register with the BOI to seek
 
investment incentives. The BOI has a one stop action center where
 
a proponent submits its accreditation from the DOE, SEC
 
registration, feasibility study, power purchase agreement, 
and
 
capital cost of the project.
 

NEDA Review of Proiects with Government Guarantees
 

The NEDA becomes involved in an IPP project when and if the
 
Government provides any guarantees to the project, such as a
 
government-guaranteed loan or when the project contract is with
 
NPC. NEDA reviews the project concept, power purchase contract,
 
and compares the levelized cost of power from the project excluding
 
tax effects to the NPC's avoi-J cost, which is just based 
on
 
recently-approved contracts.
 

ERB Review of Purchase Price Agreements
 

The ERB reviews the purchase price agreements between IPPs and
 
the distribution utilities. With NPC having been subject to ERB
 
regulation since the passage of the DOE Law, NPC with
contracts 

IPPs must also be reviewed by ERB.
 

The ERB reviews the distribution utility's Memorandum of
 
Agreement and power supply agreement with the IPPs. Public
 
hearings are conducted prior to the Board deliberation and approval
 
of the agreement.
 

C. Accomplishments of the Private Power Program
 

Since the inauguration of the first private power plant in
 
1991, the Philippines has made significant strides in its private
 
power program. With respect to NPC projects, to-date some 1,474 MW
 
of private capacity has been installed and another 2,738 M4W are
 
undergoing construction. The bidding process for three 
more
 
projects with 1,295 MW total capacity has been completed while
 
still another 2, 418, are open for private proponents. All told,

about 8,000 MW of private power projects are envisioned to be
 
installed until the completion of the Power Development Program by

the year 2005.
 

On the other hand, of the 16 DOE-accredited IPP projects for
 
distribution utilities of about 1,840 MW, four (4) are 
already

under construction (147 MW) while the rest are in various stages of
 
project preparation.
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Of the fourteen (14) 
 completed projects, five (5) projects

with aggregate capacity of 
513 MW were undertaken under the BOT
 
scheme; one (1) 
under BOO (22); three under BTO (616 MW); and
 
two(2) under ROM/ROL (178 MW).
 

More than the physical indicators, however, the private power

program has made a significant accomplishment in the development of
 
institutional capability and 
increased confidence of investors in
 
the program. If it is any indication, it is worth noting that the
 
levelized cost of generation and purchase power price for the BOT
 
projects has been declining.
 

D. Efforts to Rationalize Policy and Institutional Structure
 

The significant results notwithstanding, the implementation of
 
the private power program encountered some issues and problems that
 
must be addressed if the program is to 
be more effective and truly

responsive to the 
concerns of all players involved.
 

Amendment of E.O. 215 Guidelines
 

While EO 215 opened up power gerneration to the private sector,
 
the implementing 
rules issued in 1989 limited opportunities for
 
private sector participation in power generation 
 ventures.
 
Specifically, Block Power Production Facilities (BPPFs), 
 or
 
generation projects included in 
 NAPOCOR's Power Development

Program, were required 
to sell power only to NAPOCOR, thus,

limiting distributor-contracted projecto to relatively unproven and
 
small renewable and cogeneration technologies.
 

Recognizing 
the need for some reforms in the rules and
 
regulations on private power generation, the DOE has recently

formulated amendments to the implementing rules of EO 215 following

multi-sectoral 
 and inter-agency consultations on relevant and
 
specific sector issues.
 

Changes in the general provisions in the existing rules
 
include:
 

a. 
 The transfer of the accreditation powers from NPC and the NEA
 
NEA to the Energy Industry Administration Bureau (EIAB) of the DOE.
 

The EIAB shall have the authority to grant or deny requests for
 
accreditation 
on the basis of compliance with set qualifications

criteria for private power generation. The EIAB may also require

compliance with certain performance milestones as conditions 
for
 
accreditations, including the posting 
of performance bonds and
 
payment of penalties for delays 
in project implementation;
 

b. Incorporation of technical and financial qualifications as one
 
of the criteria for accreditation as a qualified PSGF.
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Pri.i,arily geared towards weeding out power "brokers", this will be
 
in addition to the economic criteria for PSGF projects regarding
 
the provision of net foreign exchange savings to the country.
 

c. Formal adoption of the 60% thermal efficiency standard for
 
cogenerat ion p: ojects, earlier promulgated by the DOE in June 1993.
 

Todate, the DOE has accredited two cogeneration facil4ties with an
 
aggregate capacity of 445 MW which have complied with the DOE's
 
thermal efficiency standard for cogeneration projects. The DOE
 
therefore believes that cogeneration should be encouraged because
 
of the high levels of efficiency which could be attained through
 
this mode of electricity generation.
 

d. Mandatory wheeling of power generated by any qualified PSGF
 
through the concerned electric utility's transmission or
 
distribution line to any third party utility purchasing PSGFpower.
 

Wheeling tariffs should promote efficient power generation and
 
transmission, and should not be unduly discriminatory or
 
prefeintiaI. Such tariffs must ensure that costs incurred from
 
wheeling are recovered from the PSGF and not from existing
 
customers. As such, wheeling costs may include the cost of
 
required transmission expansion, as well as legitimate, verifiable
 
economic costs and benefits derived by the utility from wheeling;
 
and
 

e. Formulation and adoption of a standard methodology for the
 
calculation of an electric utility's avoided-cost by the EIAB.
 

The EIAB, in consultation with the other Bureaus of the DOE, may
 
also set or fix power purchase rates for certain technologies or
 
fuel sources towards promoting the economic exploitation of
 
available resources.
 

In addition to these general provisions, specific rules on
 
mini-PSGFs, Block Power Production Facilities or BPPFs, and
 
electric utility-owned generation facilities, have been amended.
 

As regards mini-PSGFs, its definition has been revised to
 
include facilities up to 10,000 kilowatts, consistent with the size
 
classification for mini-hydro facilities under Republic Act No.
 
7156.
 

For BPPFs, or facilities forming part of the Power Development
 
Program of NAPOCOR, restrictions on the sale of power solely to
 
NAPOCOR have been removed, thereby allowing private distribution
 
utilities to contract for BPPF power, in addition to renewable and
 
cogeneration facilities. All BPPF projects shall, however, be
 
subject to strict compliance with competitive solicitation
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procedures, and preferably to power purchase rate ceilings basf:d on
 
the utility's avoided-cost.
 

Private electric distributors seeking to implement specific
blocks of power included in the list, either on BOO, BOT, or simple 
turnkey arrangements, may then apply for such blocks of 
capacity

from the EIAB. These utilities must have first entered 
into
 
long-term power purchase agreements with NAPOCOR to absorb
 
NAPOCOR's presently contracted power projects, from which shall 
be
 
deducted the amount 
of BPPF capacity which the utilities shall be
 
implementing.
 

The EIAB shall then issue an accreditation to winning BPPF
 
proponents, whether NAPOCOR or distributor-contracted, only after
 
conducting a review of the records of solicitation and awards as to
 
compliance with the technical 
 and financial qualifications,
 
required competitive procedures, and avoided-cost ceilings.
 

Power Sector Restructuring and NPC Privatization
 

The IPP regulatory framework just discussed hopes to
 
introduce a more systematic development of private power in the
 
country. The DOE, however, recognizes that a lot has yet to be
 
done in terms of restructuring the Philippine power sector towards
 
adc'ressing inherent institutional and structural deficiencies of
 
the sector.
 

One of the central programs of the DOE in this regard is the
 
development of an appropriate restructuring strategy for the power
 
sector, focusing primarily on the privatization of NAPOCOR. While
 
the DOE believes that there 
exists a rationale for NAPOCOR's
 
privatization, the DOE also feels that privatization should be used
 
as a means towards the broader objectives of Philippine energy
 
policy.
 

Any restructuring effort should therefore address or at least
 
consider, among others, 
issues such as: (i) the affordability and
 
reliability of 
power to consumers, (ii) sustained development of
 
indigenous energy resources where economically feasible, and (iii)

the strategic development of the Philippine power system.
 

In addition, the restructuring program must likewise be
 
focused on: 
 (i) enhancing capital formation for power" development,

(ii) creating an environment of competition and accountability
 
towards achieving greater operational and economic efficiency, and
 
(iii) rationalizing prices and social subsidies, while maintaining

certain socially-desirable policies such Rural Electrification
as 

and low-income "lifeline" rates.
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The transformation of the power sector into a truly

privatized, competitive electricity industry will be an
 
evolutionary process occurring over a number 
of years. The
 
Department of Energy (DOE) envisions certain transitory phases that
 
would divide the structural reforms into manageable steps that will
 
yield immediate benefits and improve the prospects for long-term
 
success.
 

The DOE believes that the first of these transitory phases

should be the implementation of long-term power purchase agreements

between NAPOCOR and the various electric distribution utilities
 
nationwide. This will result in greater accountability on the part

of distributors 
in conducting more accurate and comprehensive

evaluation of load growth potentials within their franchise areas,

together with an evaluation of their supply-side and their
 
demand-side options in meeting these requirements. For utilities
 
implementing generation projects, long-term agreements will 
also
 
serve to delineate the responsibilities of NAPOCOR and IPPs in
 
providing future capacity requirements of the distribution utility.
 

A ten-year power supply agreement is currently being worked
 
out by NAPOCOR and the Manila Electric Company, the largest

electric distributor in the country which 
has retail sales
 
equivalent to 70% of NAPOCOR's entire generation for the island of
 
Luzon. Once finalized, this long-term supply agreement can 
serve
 
as a model for NAPOCOR's ten-year contracts with other distribution
 
utilities.
 

With the implementation of NAPOCOR's long-term power supply
 
agreements with all electric distributors, generation expansion
 
programs of NAPOCOR will only 
be dictated by the incremental
 
requirements of distribution utilities as provided in the long-term
 
agreements. Achievement this
of end will effectively transfer
 
significant planning and market risks associated with generation

projects to the private sector. 
NAPOCOR will eventually become a
 
power supplier of last resort, buying or building new generation if
 
the private sector is unwilling to do so.
 

A parallel transitory phase may focus on continuing to improve

the operational efficiency of NAPOCOR. 
This should form part of a
 
long-term program for the 
 company's reorganization and
 
corporatization of its various operating units into distinct and
 
autonomous profit centers. 
 It is envisioned that privatization of
 
selected NAPOCOR units will follow as soon as these 
become
 
commercially viable ventures.
 

Over the long-term, it is envisioned that power transmission
 
shall remain with NAPOCOR in view of its strategic importance in
 
the optimal provision of system reserves, as well as in stimulating

the development of site-specific indigenous energy sources.
 
Development and operation of resource-based facilities,
 

4J10
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particularly hydropower stations, is expected to remain under
 
government control as the operation of hydro plants considers more
 
than the economic merit order of load dispatch. This is also in
 
consideration of the heavy front-end investments required for hydro
 
projects which will be difficult to finance through import
 
financing due to the low proportion of imported equipment component
 
in hydro projects.
 

As the Philippine power secftor moves closer to a more private
 
sector dominated and market-oriented structure, private but
 
regulated power distribution utilities shall increasingly have
 
greater responsibilities in providing reliable and
 
reasonably-priced electric service to ultimate consumers, together
 
with socially-desirable subsidized services for financially
 
disadvantaged customers.
 

While it may be necessary to maintain certain cross-subsidies
 
in the transition, government should consider the direction of
 
paying direct subsidies to private utilities for the provision of
 
otherwise non-economic services, such as rural electrification.
 
These subsidies may be sourced from electricity-related taxes.
 

Finally, the regulatory environment should encourage electric
 
distributors to minimize operating costs. The current
 
Return-on-Rate-Base regulation being applied to electric utilities,
 
for example, can be modified to peg controllable utility operating
 
costs within reasonable cost ranges. Costs incurred in excess of
 
such levels shall not be recoverable from tariffs. Cost savings,
 
on the other hand, may be allowed to accrue to the electric
 
utility.
 

E. Concluding Remarks
 

The ultimate structure and operation of the restructured
 
Philippine power sector will be determined by a numbe' of factors
 
that will develop thru the next few years. These will more
 
properly be addressed by the key players in the Philippine power
 
sector as the industry moves xnrough various transitory phases.
 

The Department of Energy is now working towards a regulatory
 
and institutional framework which establishes an environment of
 
competition and transparency, conditions which are believed to be
 
necessary for greater and more effective private sector
 
participation in the sector.
 

Admittedly, much remains to be done, and all parties,
 
government and private, will have to work together if the country
 
is to succeed in achieving the desired sector structure which will
 
help the country bridge its growing need for electricity over the
 
decades to come.
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LAW 82/1980 OF DECEMBER 30. 
REGARDING ENERGY CONSERVATION 

(BOE Number 23. of Januar 27 of 1981) 

TITLE O.NE 

T.e purpose of this Law is to establish basic -. ies and pr-rnc:oies as weil as ..... e. 
-o strengthen activites with the following objectives: 

a) 	 Optimize productivity of energy transformation processes, resultin, from 
production or consumpuon systems.

b) Increase adopuon of renewable energy resources. .educing as much as

possible petroleum and natural gas consumption and. mn general.

dependency on imported fueis.
 
Promote the use of the residual energy produced by :ndustrai processes.

as well as the reduction 
 of losses, usage and investment in ener ,v
transmission. 

dI Analyze and manage projects to develop energy-intensive :ndustnral
plants. according to energy utilization at the nauonal level.
Regulate relations between selfzenerators and distnbuting e;ec,,--ca 
enterpnses.
Foster technical and economic actions leading to reduc:ng *orer.n ener2v 
Uependency. 

-


CHAPTER ONE 

De,. e~opment of Actions Aimed at Achieving the Purposes of this Law 

Individuals or organizations who engage in activities included in any of :he.ollowing paragraphs of this article may avail themselves of the benefits 
contemplated under this law:.... 

to establish or expand private [elecmc] generation installations... 



Arn c e 3..1
 
.Personsmentioned in the previous 
 article should sign an agreement ,k:th :heAerrunistrauon about declarations set forth in Article Two. Number seven, of the

Law on Cont-acts of the State; with the purpose of assistng with :he eoer,.
saI :r..s oiicv vhich shall, as a minimum, have the following spec:r,,:caicrs: 

a) Establishments or installations referred by the Agreement.

j) Description of technical investment or research proiect.
 

,j Energy savings estimates.
 
d Investment description and schedule.
 
ei Determuning production or activity levels, 
current or estimated, as well 

as energy consumption per unit of output or activitv.
 
Benefits granted by the Administration.
 

g) Obligation 
 to notify possible third parties acquiring the faciiitv or
:nstallation included in same that their rights and duties shall be 
automatically subrogated under the Agreement. 

h	) Duration of the Agreement.
 
I Soecifv the impact of energy savings on 
the cost of production. 

-. Provisions set forth in this article shall not be applicable for paragraps 
'-)or number one, abovementioned article. 

Ar.-eC:c 4. 
The Administration shall be able to unilaterally dissolve the Agreement x hen tleother party does not fulfill its duties. The cancellation of the Agreement due-he above-mentioned cause shall entail the loss of granted benefits and :he 

to 

:mmediate return of all assistance, plus any related interests accrued. kithout
,.oiding any sanctions which may be levied according to provisions of the Law. 

-. Any other cancellation process shall follow, i general, contract legislaton of :he 

State. 

.-r, 5.,cie 

The Administration 
may demand that high-energy consumption sectors or enternses 
or those which could improve their production or fuel substitution according to thenaiton's interest, formulate an energy savings and conservation plan. Once approved 

SArticle 3. i: Article 2.No. 7 of the Contract Law of the State states that "Notwithstandingprovisions set forth in the previous article, the following contraxts and legal operations of theAdministration are not covered by this current Law: Cooperation Agreements authonzed by theGovernment to enteredbe into by this Administration and individuals with the purpose ofpromoting economic activities, private in nature and in the public interest." 

C90
 



Iv the Administraton, this plan would be the basis for te Agreement mentioned in 
A' ticle 3 of this Law. 

T".e N:nistr'v of Industry and Energy, through the work of the OffIce of Enerv; -,aL
L'n.e. e emn n charge of: 

The statutory execution of this Law.
 
Studying and approving technical-energy aspects :ncluded ::, e
 
applications for benefits related 

.' 


to tus Law.
c) Reporting fiscal benefits and allowances created by this Law thoseto 


submittng applications.

d) 
 Studying and approving technical projects and their authorizations stated


by this Law as well as tnspection of projects and works in the regulator,.
 
manner so determined.
 
Promulgating technological policies to achieve rauonal ener2y utiza,:on.

Coordinating technical scientific
and research policies related :o
obiectives pursuant to this Law and carried out by any entity or
enterprise of this Administration or benefitting from the State. 

CHAPTER TWO 

Promouon of Electric Energy Selfgeneration and Hydroelectrc Producuon"; 

7r::C;e -. 
Individual or groups of installations of any type are considered selfgenerators of
electrical energy when they meet the following criteria: 

a)The main purpose of their activities is not producing electricai energy. :ut :at
they may obtain electrical energy from their own means by utilizing residual 
energy or by-products resulting from their producton process or. :n general. by 

Artcle 6: Article I of R.D. 3578/1982 of December 15 (BOE of December 16) states:The Office of Fnergy and Mineral Resources is hereby abolished and is mission"esponsibilities shall be handled by the General Secretariat of Energy and Mineral 
and 

Resources." 

- Tns chapter was developed by R.D. 907/1982 of April 2 (BOE of May 10). Ministerial
Orders or July 7,1982 (BOE of July IT), of April 8. 1983 (BOE of April 16) and of September5. 1985 (BOE of September 12). In 1988, the Order of February 9. establishing electrical rates:n Title III. regulating independent production and billing procedures of energy provided by the
electrcal enterprise to the selfgenerator.

See also R.D. 872/182, of March 5 (BOE of May 6), and D. 2617/1966 of October 20 
(BOE of October 24). 



any,' means which represents an improvement of their energy use.b) The electical energy production mentioned in the aoove paragraph Procuces energy savings according to the general energy policy pnorities. 

5efere,-a:ors .,nen dealing with distributing elecical energy enter-r'.ses as '.eii as 

.-on-d:su-buang hydroelectrc comparues shall enJoy the following rights: 

a) Interconnection in parallel of their generating set or sets to the d:sr.'bur'n2
electrical grid.
 

b) Joint or altemative 
 use in their premises of selfgenerating electric energv and 
energy suppLed by the electrical enterprise.

ci Provide a portion of its premruses with energy coming from their generators.
:,-dependent of network supplies.
 

di Transfer of energy surplus to 
 the enterprise supplying electricityabsorDuon is technically feasible, and receipt of payment in 
as 

the
long as its 

amountdetermined by regulations. [n the event of disagreements the above-mentioned:echical issues shall be decided by those entities of the Administration v hich are 
competent in electrical installations.

el In the event of selfgenerating system failures, the electrical supplying ente,nIseshall provide not only the energy previously agreed but also whatever amount :sneeced to continue normal operations of the selfgenerauon faciities accorc:ng :o
.he :e-mns and conditions established by statute.
Determine with the electrical supplying enterprise a production scnedule agreeduDon and follow corresponding rates, pursuant to Article Nine. 

nr:Cie 9. 
Selfgenerators and non-distributing hydroelectric enterprises are respons'bie "o:heelectrical supplying enterpnses in accordance with statutor. provisions to: 

Deliver and receive energy according to adequate technical parameters.
and to avoid problems in the normal operation of the system.

b) Follow the schedule determined in the production agreement. 
c~ .Avoid providing excess power to third parties. 

". The consideraon of release to third parties will not apply when it is carned outiines that are the property of selfgeneranng companieson 
or their affiliates orcompanies that have associated for the ownership of selfgeneration facilities asestablished in Article 2. paragraph 2 of this Law. 

A ,:cie 10. 
I. The agreed production schedule shall establish terms regarding the guarantee ofagreed services between the electrical supplying enterprise and t&e selfgenerator.

These terms shall follow general statutory cntena. 



. Payments for energy deliveries made bv the sel~fenerator according :o In agreecproduczion schedule shall take place at an agreed price, at a rate o ,er : .anthe 
base rate. 

- ,e"'. he enrergy delivered by the seifgenerator to the eiectricai e:'s,, -ompa2ocomplv with the eveis agreed in the production schedule, an add:,:ona' :ecjc::on
:n prce as detemined by statute shall be applied. 

TITLE TWO 
Schedule of Benefits... 

A!so. those individuals menuoned in 	 ,rticle One and Six shall emov the followin2 
bene fits: 

Subsidies on the following terms: 

a) 	 Up to 30 percent of the investment for research related to the ob'ect.vesof this law, as long as they can be generalized to other industries or
companies and the dissemination of the results obtained is guaranteed.b) The General State Budgets Law will set the conditions for concession or" 
said subsidies annually. 

Preferential access to official credits. a11 of which shall be used excus:,,es'
:-nancing the investments providc.,i for in this law.	 "or 

3. Inclusion in the mandatory investmen zrto set forth in the Additional Prov:s:onsFour of Law 13/1971. of June 19, regarding credits to be grantec by Banks toestablish, expand or retrofit installations devoted to 	 electrcal eneryselfgeneration, utilization of alternative energy sources, or reducuon of energy
onsumption. 

-. 	 ,nvoluntary expropriation of assets and rights necessary to establish or expand:nsulations mentioned in Article 13 of this Law, for a public purpose. ettectivefrom the moment of signing an agreement with the Administration or the appro, aby .he latter of the corresponding selfgenerator installation proiect.... 

Article 14. 
Benefits shall only be applicable to those installations or porons of plants which areessential for electrical selfgeneration, reduction of energy consumption. utlizati.n ofaltematve energy resources and hydroelectric production with maximum power of Five
Thousand Kva ..... 

/,
 



Article 16. 
Failure to comply %,ithregulations of this Law rega'ding fiscal benefits offe.ed
Law will folow provisions pursuant to the General Tax Law ard Law 50 n said 

- of 

November 17. 

Anr2le I. 
The foilowing are failures to comply with energy conservation measures: 

a) Failure to observe obligations arising from the agreement mentioned in Ar,,-I;e 3.b) Breech of rights and failure to observe obligations arising from Articles 8 and 9. 
resDectIvely. 

,) Use of the assistance and credits granted as part of these provisions ,*or other 
ends. 

d) Receiving benefits without making the investment for which they were granted.
 
e Failure to invest withim the specified period.

I-) Forgery or alteration of invoices, contracts or documents with the r)uvrose or


inflating the value of the investment and forgery of energy efficencv and
consumption informauon, regardless of any criminal liability which these acts 
may alsc incur. 

Art:cie 1S. 
The violation of energy conservation regulations menuoned in the above azi:cle shall
be penalized by the Adrnrumstration by lev,.ing fines, in amounts according :o the se-ousness of the breach and of benefits granted by this law, to a maximum amount of 
,en ,"../ion pesetas. 



ROYAL DECREE 872/1982 OF MARCH 5 REGARDING
 
PROCEEDINGS TO APPLY FOR BENEFITS GRANTED BY
 

LAW 82/1980 OF DECEMBER 30. REGARDING
 
ENERGY CONSERVATION
 

(BOE Number 108, May 6) 

Lax Eighty-Two/One Thousand Nine Hundred Eight', of December 30 regarding Energy 
Cot servation provides in Articles Eleven, Twelve, Thirteen and Additional Provision One. 
paragraph One, a series of fiscal, financial and economic benefits for those individuals and legal 
entities who carry out activities stated in those paragraphs of Article Two and have the obiective 
of achieving some of the goals stated in Article One. 

Our country is going through a serious energy crisis, resulting from our heavy dependency on 
oil as the principal energy resource as well as the high price this commodity has reached, 
:herefore. it is essential to take all actions which may help carry out the provisions of the Law. 
To this end. it is necessary to establish regulations to facilitate and allow whoever wishes to take 
advantage of the benefits stated as soon as possible. 

Article Fifteen grants the Ministry of Economy and Trade and the Treasury Junsdiction to 
process arpiications for benefits, while Article Six grants the Ministry of Industr and Energy 
,ajsditr:on to determine technical energy matters. 

Tak.ing into account provisions set forth in the additional Provision Two. at the request of the 
N.in:str.es of Economy and Trade: Treasury: Industn and Energy: and Agricuiture. Fisheries 
and Food. :n agreement with the State Council and pnor deliberation of the Cabinet Council 
cr,.nR e meeting held on March 5 of the ,ear One Thousand Nine Hundred Eightv-two: 

PROVIDES THAT: 

.\:":cie i. 

Benefits which may be granted to individuals and legal entities underakng an%- of the 
actlvities stated in Article Two of Law Eighty-TwoOne Thousand Nine Hundred 
Eig~ty. s.'all be as follows: 

.-\. F:scaLi. 

a) 	 Reduction of fifty percent cf the base in -he acts and contracts 
relative to the loans which Spanish companies issue or with 
financial banks or institutions, when the funds so obtained are 
destined to finance real new investments for purposes of saving 
energy or of selfgeneration of electricity. 

b) 	 Under the provisions of Article 25 c. one of the Law sixty
one/nineteen hundred seventv-eieht, of December 27. of the Tax 
on Corporations, an allowance of ninety-tive percent of the 

http:N.in:str.es


installment which corresponds to the yield from the loans which 
they issue and of the loans they arrange with international 
institutions or with foreign financial institutions or banks which do 
not have permanent establishments in Spain, when the funds so 
obtained are destined to exclusively finance investments for the 
purpose of energy saving or of selfgeneration of electricity. 

c) 	 Under the provisions of Article 13, f), two of Law sixty
one/nineteen hundred seventy-eight, of December 27, of the Tax 
on Corporations. it will be understood that the payments of debts 
of the installations substituted or of the losses sustained in their 
amortization, according to a plan freely formulated by the 
beneficiary company, do comply with the requirement of 
effectiveness. 

d) 	 The investments made by the companies included in the second 
article of Law 82/1980, the objectives of which fall within what is 
expressed in the first article of the law cited, will have equal 
treatment with those [companies] covered in Article 27 of the Law 
of the Tax on Corporations as far as it applies to them. This 
deduction will be adjusted in all details of its application to the 
regulations of the Law of the Tax on Corporations. 

e) 	 Exemption from the fiscal license of the Industria Tax to which 
activities included in the Law 82/1980 may give rise dunng the 
first five years of the tax liability. 

f) 	 Reduction of up to ninety-five percent of the General Tax on 
Company Traffic, customs duties and Tax on Compensation of 
Internal Obligations which are imposed upon the importation of 
equipment and tools necessary for the construction of the 
installations and activities provided in Law 82/1980, after 
verification by the Ministry of Industry and Energy that such 
goods are not manufactured in Spain. 

B. Financial. 

a) 	 Preferential access to official credits, in the amount to be devoted 
exclusively to financing investments covered in Law 82,/1980. 

b) 	 Inclusion in the mandatory investment ratio set forth in the 
Additional Provisions Four of Law Thirteen/One Thousand Nine 
Hundred Seventy-One, of June Nineteenth, of credits granted by 
Banks to establish, expand or remodel installations devoted to 
electrical energy selfgeneration, utilization of alternative energv 
sources or reduction of energy consumption. 

C. Subsidies. 

a) Subsidy of up to thirty percent of the investments which involve 



research related to the objectives of Law 82/1980, as long as the 
research can be generalized to other industries or companies and 
the dissemination of the results is guaranteed ..... 

... D. Involuntary Expropriation 

Involuntary expropriation of assets and rights necessary to establish or expand
installations mentioned in Article Fourteen of Law Eighty-Two/One Thousand Nine 
Hundred Eighty, for a public purpose, depending on the case, from the moment of 
signing of the agreement with the Administration or the approval by the latter of the 
corresponding selfgenerator installation project. 

2. Benefits shall only apply for those installations or sections of the same which 
are strictly essential for electrical selfgeneration, reduction of energy
consumption, utilization of alternative energy resources and production of 
hydroelectric energy with maximum capacity of five thousand kVa.... 

Article 2...... 
.. 2. The Ministry of Industry and Energy is also responsible for: 

a) Establishing the price of the electricity that tne selfgenerators and, 
perhaps, non-distributing hydroelectric concession holders may 
transfer to supplying Enterprises.

b) Establishing terms and conditions for a selfgenerator to receive 
electricity if his system fails. 

c) Determine the regulatory limits pursuant to Article Nine, 
paragraph one of Law Eighty-Two/One Thousand Nine Hundred 
Eighty, December 30th. 

d) Determine general criteria to be adopted to settle agreements on 
production. 

e) Establish an additional price reduction for the electricity delivered 
by the selfgenerator, as well as whatever is deemed necessary in 
the event that the electricity delivered does not meet tie arranged 
levels agreed upon for production.... 



,If]NISTRY OF INDUSTRY AND ENERGY 

10761 Royal Decree 907/1982, April 2. regarding development of electric energy 
seIfgeneration. 

Law Eightv-two/One Thousand Nine Hundred Eighty, of December Thirty, regardi ng
Energy Conservation sets forth in Chapter Two measures to develop electric power
seifgeneratlon in order to save energy and in its second additional Provision determines that the 
Government should promulgate specific regulations for its development and execuuon. 

In virtue whereof, having been proposed by the Ministry of Industry and Energv and in 
accordance with the Council of State and prior deliberations of the Cabinet Council, during its 
meeting of April 2 of the year One Thousand Nine Hundred Eighty-Two. 

PROVIDES THAT: 

CHAPTER ONE 

On Selfgeneration and its Relationships with 
Electric Energy Enterprises 

Article 1. 
The status of electric energy selfgenerators may be obtained by those individuals or 
groups of producers who comply with the stipulations set forth in Article Seven of Law 
Eightv-TwoiOne Thousand Nine Hundred Eighty regarding Energy Conservation and 
',ho apply to the Ministry of Industry and Energy and who meet any of the following 
conditions: 

a) That the production of heat combined with electric energy production using
fossil fuels yields a total energy efficiency greater than that obtained by 
acquiring electric energy from the grid and producing heat separately.
Industrial plants, mines, agribusinesses, utility facilities, housing facilities. 
municipal buildings, public or private waterworks facilities, and other activities 
are covered by the above-mentioned Law. 

In order that selfgenerators can calculate acceptable efficiencies, the Ministry 
of Industry and Energy shall establish regulations and basic data needed to 
determine energy efficiency, jointly or globally, as well as a minimum 
standard, according to the Energy Policy criteria. 

b) That the heat used in their power generation comes from any facility or 
machinery, or industrial processes, such as baking, drying, exothermal 
reactions or any other. Those selfgenerators employing agricultural residues 
or who are producers of food products must have prior approval from the 



Ministry of Agriculture, Fisheries and Food to use said residues as fuel. In 
these cases, no special efficiency conditions shall be demanded. 

c) 	 Those utilizing renewable energy resources such as solar, wind, hydropower,
tidal energy and others, whatever their output and efficiency. 

d) 	 Groups of facilities, constituted according to the Law, shall also be able to 
obtain the status of selfgenerator, if they comply as an association with all the 
requirements of a single entity. 

The Ministry of Industry and Energy shall establish implementing regulations for 
obtaining the status of self-generator. 

Article 2. 
With respect to relations with electric utilities, the following types of selfgenerators are 
considered: 

1. 	 Isolated selfgenerators. Those which are not interconnected to any electric 
company grid. Stipulations set forth in this chapter do not apply to the latter. 

2. 	 Assisted selfgenerators. Those whose generators are not part of the grid of an 
Electric Company but from which they could receive a certain amount of 
electricity named "Support Energy" and in the event of damage to their 
installations they could receive "Relief Energy." These are subdividea into 
two types: 

a) Selfgenerators that do not require emergency backup power from 
the Electric Company. 

b) Selfgenerators that do require emergency backup power from the 
Electric Company. 

3. Interconnected selfgenerators. Those which have their generation units fully
interconnected with the Electric Company grid; therefore, aside from their 
"Support Energy" and "Relief Energy" services they also have a "Regulated 
Energy" service. 

The 	owner of the facility shall freely choose the type of selfgeneration. 

The minimum duration for classification as a specific type of selfgenerator shall be 
twelve months. 
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Article 3. 

Electric energy delivered to the Electric Enterprises grid by interconnected 
selfgenerators is classified as follows: 

,. 	Committed power. To acquire this classification, contracts must be entered into 
between the selfgenerator and the electric utility for a duration of at least two 
years. guaranteeing delivery of power by means of pre-established yearly 
contracts, indicating maximum and minimum capacity of monthly deliveries 
at peak, intermediate and low consumption hours. Differences between power
deliveries of the same type over the two years shall be less than forty per cent 
of the highest value. 

2. Programmed energy. When the selfgenerator establishes a weekly schedule
 
with a notification on the Friday prior to the beginning of the next week. Such
 
programs may establish delivery options with variations during the day, and 
even at certain hours of the day. Maximum and minimum power shall also be 
established in the program for peak, intermediate and low hours. 

3. 	 Occasional Energy. The selfgenerator delivers unscheduled power which was 
not 	 programmed and resulted from variations in its own electric energy 
demand. 

Article 4. 
An agreement on power deliveries shall be made between a selfgenerator and an 
Electrc Energy Enterprise. The agreement shall establish the terms for the power to 
be supplied by the selfgenerator and the purchase of excess power by the eiectnc 
enterprise from said selfgenerator. 

Supply schedules may be established for those selfgenerators in the committed and 
programmed categories. If no agreements are signed, the energy delivered by the 
selfgenerator to the electric enterprise shall be classified as occasional. 

"Assisted" and "interconnected" selfgenerators shall enter into corresponding
agreements with electric energy enterprises. A copy of the contract shall be submitted 
to the Provincial Directorate of the Ministry of Industry and Energy, in the province
where the power station is located. The registration of said contract does not mean 
approval by the Administration. 

For agreements dealing with committed as well as programmed energy, clauses to 
determine indemnification for system failures may be established in accordance with 
general norms set forth in Article 11 of this Royal Decree. 

The selfgenerators and the electric energy enterprises may determine other conditions 
by mutual agreement, as long as third parties are not harmed. 



4.
 

Article 	5. 
Electric energy provided by the electric energy enterprise to the selfgeneraror shall be 
invoiced according to the established rates in force at the time and in accordance with 
the stipulations established in the following paragraphs: 

a) When at the "assisted" or "interconnected" self-generator plant there are faciliies which 
according to their use different rates apply, metering equipment shall be installed for 
each of these uses or consumption estimates for each use shall be agreed upon by the 
interested parties. The total energy consumption by each use shall be considered to be 
that provided between the selfgenerator and the enterprise at the rate of total enerv 
produced by the selfgenerator for its own consumption and total energy provided by the 
electric enterprise during the billing period. 

b) 	 Determining the power in each billing period for "assisted" selfgenerators and
 
for "interconnected" selfgenerators shall be done using one of the following
 
methods, to be freel,' chosen by the selfgenerator:
 

1. According to stipulations for the applicable electrical rate. 
2. According to the following equation (not to be used for "assisted" 

of a) type):
 
PF = PD + k(PM-PD)
 
Where:
 

PF = Power to be billed per month. 
PD = Power determined by peak demand meter during the billing month, 

taking into account the differences in times agreed upon by the 
selfgenerator. 

PM= 	 Maximum power that a selfgenerator may take from the network 
according to stipulations agreed upon previously by contract which 
may be changed every twelve months and whenever rates are 
modified. In the event that maximum power registered bv the 
peak demand meter during the billing period exceeds the agreed 
level, the power for the billing period, monthly or bi-monthly, 
shall be the power shown by the meter increased bv 200% of the 
amount in excess of the agreed upon value. Sugar industries may 
fix the maximum power by processing season, subject to notifving 
the electric enterprise one month in advance. 

k = 	 Parameter to be determined to cover support and emergency 
services.
 

The k value shall be determined by the General Director of Energy 
of the Ministry of Industry and Energy and readjusted whenever 
it is deemed necessary. 

Selection of the second method of determining the power demand for billing purposes 



5 
shall require that the power produced by selfgeneratdon shall be 15 percent above the 
maximum power that the selfgenerator may take fiora the grid, according to stipulations 
set forth in the contract. 

c) 	 Interconnected selfgenerators shall pay a monthly connection charge per KWh 
of selfproduced power per month. Said rate shall be fixed by the Ministrv of 
Industry and Energy. 

Arucle 6.
 
Selfgenerators with asynchronicly interconnected equipment to the grid shall pay for the
 
synchronization service rendered by the electric enterprise or entities for the operation

of said equipment, a monthly charge per KW of active nominal power of the
 
equipment, to be determined by the Ministry of Industry and Energy.
 

Article 7. 
Connecions of selfgenerator groups to the grids of electric enterprises shall comply
with regulations set forth for this type of installation by the Ministry of Industry and 
Energy. 

Artcle 8. 
Energy Sale prices by the selfgenerators to the electric enterprises, measured at the 
interconnection point to the grid shall be determined by the Ministry of Industry and 
Energy based on the corresponding electricity prices for electric distributors registered 
at OFICO in force at the time, modified by a correcting rate (C) to take into account 
the quality of supply, according to whether the energy is committed, programmed or 
occasional. This rate shall also be established by the above-mentioned Department. 
Surcharges or allowances based on changes in times may be applied to this price,
according to the triple variable time discrimination provided for in the general rate 
schedule in force, upon the request of the electric enterprise or the selfgenerator. Also 
surcharges or allowances may be applied for reactive power but with the opposite sign 
than the corresponding rate. 

The Ministry of Industry and Energy shall also establish for the power supplied by the 
water treatment facilities at the Canary Islands which at present deliver electric energy 
to the national Enterprise UNELCO, a supplemental price which cannot in any case be 
higher than the approved rate for the electricity produced by this enterprise during the 
same period of time. 

CHAPTER TWO 
Delivery Status for Electric Energy 

Article 9. 
Energy provided by the selfgenerators to the network of the electric enterprise shall 
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have a cosine Y of oscillation range from 0.80 to 1.00, ahead or delayed.
Selfgenerators connected in parallel to the network shall take steps to comply with this 
standard or come to agreement with the receiving enterprises on this matter. 

Article 10.
 
The electnc enterprise shall be required to accept all excess power of selfgenerators

using hydropower and renewable energy, cumulative, except when it is not technically

possible. This impossibility arises when there is spilled water the hydroDower
at 
facilities, when thermal power stations are working at technical minimum ouzput, or

when excess power is being exported to other areas due to full supply to the grid.
 

If the self-produced power exceeds the output fiom thermal power stations it will be
 
technically impossible to absorb it under the conditions stated above and also during the
 
low hours not more than 70% of said excess energy can be absorbed if it is committed
 
or programmed and not more than 50% if it is occasional energy.
 

Delivery of power to the grid from thermal selfgenerator power stations shall follow
 
directions from the Directorate General of Energy pertaining to other power stations,
 
in order to optimize the use of the National Electric System.
 

Article 11.
 
In the event of failure to maintain energy deliveries as stated in the program of
 
production agreed upon by the selfgenerator, the following steps shall be taken:
 

I. When the selfgenerator during a programmed term delivers energy below the 
amounts determined, five per cent of the value of the energy which was not 
delivered shall be deducted. 

.	 Deliveries to the grid of excess energy over the programmed amounts shall be
 
paid at all times by the electric enterprises at the rate of occasional energy,

unless there was a previous agreement on the part of the electric enterprise to
 
buy 	it at a higher price. 

CHAPR THREE 
Technical Stipulations 

Article 12. 
The Ministry of Industry and Energy shall establish complementary instructions in order 
to achieve: 

a) 	 Corre:t operation of installations to avoid transferring problems to the public
 
distr*.H.on grid.
 

b) 	 Correct operations and metering, and whenever necessary the installation of 

2i23 
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telecontrol and telesignaling equipment. 

c) 	 Standardization of equipment and installations. 

d) 	 Promotion of national research and production of selfgeneration equipment. 

Article 13. 
The "assisted" selfgenerators shall have all receiving installations or only a portion of
them connected to the switching system, whether to the grid of the enterprise or to the 
generating sets. The switching system shall be such that under no circumstances may
its generating sets be connected to the electric enterprise grid. 

Article 14.
 
Selfgenerators with sets interconnected in parallel to the enterprise grid may use:
 

a) 	 Synchronic generators equipped with adequate regulatory or synchronization
 
systems.
 

b) 	 Asynchronic generators. In this event, equipment capable of providing

reactive energy demanded by the asynchronic generator which also has a
 
cosine Y of supplied energy between 1.00 and 0.80 lagging.
 

Article 15. 
The selfgenerator substation must be equipped with automatic disconnection systems in 
the event that the installations may produce tension variations higher than 0 + seven 
per cent of the nominal tension of 0 + five per cent for 	the frequency according to 
stipulations set forth in the Rules of Electrical Standards and Energy Supply 
Uniformity. 

Article 16. 
The selfgenerator interconnected in parallel to the grid must comply with the following
rules to avoid damage, disconnections or alterations: 

a) 	 The selfgenerator installation must have only one interconnection point with
 
the electric enterprises grid, except for special circumstances duly justified and
 
authorized.
 

b) 	 Switch-off the connection with the electric enterprise grid in the event of force 
majeure, duly justified, at the request of the distributing enterprise. Normal 
service shall be reestablished by the electric enterprises as as possible.soon 
When this event occurs, the Provincial Directorate of the Ministry of Industry
and Energy must be notified. 

Icy
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Article 17. 
The Ministry of Industry and Energy shall establish uniform rules for the installations 
and equipment of interconnection of selfgenerator power stations to the grid. To this 
end, consultations shall be carried out among electric enterprises, selfgenerators and 
manufacturers of goods and equipment. Modifications are not required for existing
selfgeneration instaflations, unless required for reasons of safety, and with the prior
approval of the corresponding department of the Administration. 

Article 18. 
The interconnection point of selfgenerators delivering energy to the general grid shal 
be established in agreement with the corresponding selfgenerator and electric enterprise.
In the event of disagreement, the Provincial Directorate of the Ministry of Industry and 
Energy shall decide. 

CHAPTER FOUR 
Other Provisions 

Article 19. 
Selfgenerators may be eligible for benefits set forth in the Law of Energy Conservation. 
Applications must be submitted in accordance with Royal Decree Eight Hundred 
Seventy-Two/Nine Hundred Eighty-Two regarding the processing of applications for 
benefits included in Law Eighty-two/One Thousand Nine Hundred Eighty. 

Electric selfgenerators employing natural resources and wishing to be eligible for the 
benefits included in Article Five of Decree One Hundred Seventy-Five/One Thousand 
Nine Hundred Seventy-Five regarding electrical energy as established in Article Nine 
of the same Decree, shall request it in separate procedures. 

Investments for installation of selfgeneration power stations of solar energy and low
temperature turbines or eolic (wind) energy shall also be eligible for the allowances of 
paragraph one, Article Twelve of the Energy Conservation Law as long as they take 
place before the thirty-first of December of the year One Thousand Nine Hundred 
Eighty-five. 

Existing installations that upgrade and retrofit their installations to increase 
selfgenerating capacity, and improve overall thermal efficiency, shall also be eligibie 
for the selfgenerators' benefits. 

Article 20. 
Registration of the selfgenerators in the Industrial Register shall take place in a section 
where technical characteristics of the installations may be recorded. 

To this effect, selfgenerating power stations shall be required to provide the Ministry 

c2 
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of Industry and Energy with whatever data may be legally required. Also, they shall
periodically report on power production levels and use, fuel or energy utilized and 
energy efficiency. 

Article 2I.
 
The Ministry of Industry and Energy shall execute this Royal Decree by promulgating

the necessary complementary Orders, according to stipulations set forth in the articles. 

Article 2121.
 
The corresponding Provincial 
 Offices of the Ministry of Industry and Energy shall
inspect selfgenerating installations for safety and output levels, whenever it deems it 
necessary, and at least once every three years. They may delegate this inspection to 
a collaborating entity. In the event of failure to comply with established rules, they 
may determine or propose sanctions according to stipulations set forth in the Rules of 
Electrical Standards and Uniformity in the Electrical Energy Supply. 

ADDITIONAL PROVISION 

Within the territories of the Autonomous Communities where they may have jurisdiction,
according to its By-Laws in terms of legislative planning and execution of energy policies, the
granting of selfgenerator status and authorizations and inspections contemplated in this Decree 
shall belong to the corresponding competent services of said communities. 

PROVISIONAL TERM 

Current valid contracts between selfgenerators and electrical enterprises may be extended by
mutual agreement or be subject to the provisions of this Royal Decree, at the end of the life of
the contract, except for the circumstances stated in paragraph two of this provisional term. 

All current valid contracts which do not contemplate the use of excess energy of selfgenerators
and payment of same, at least as stipulated in this Royal Decree, must be amended within a
maximum term of one year, in accordance with the provisions set forth in said decree. 

Signed in Madrid on the second day of April of the year One Thousand Nine Hundred Eig'tv-
Two. 

Juan Carlos R. 

The Minister of Industry and Energy 
IGNACIO BAYON MARINE 
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ORDER OF 7 JULY 1982 BY WHICH RULES ARE ESTABLISHIED FOR OBTALNING 
CLASSIFICATION AS A SELFGENT.RATOR OF ELECTRICITY 

Illustrious Sir: 

Roval Decree 907/1982 of 2 April on the development of selfgeneration of electrical enlerv states
in 	 its first article that the Ministry of Industry and Energy will establish the supplementar,
regulations for obtaining classification as a selfgenerator. 

By 	virtue thereof, I am pleased to provide: 

1. 	 In order to obtain classification as a selfgenerator of electricity and thereby obtain the

benefits provided in Royal Decree 872/1982, the owner of the facility must submit to the
 
competent agency of the Administration an application that will include:
 

a) 	 Preliminary design of the installation in accordance with the requirements of 
Decree 2817/1966 on authorization of electrical installations. 

b) 	 A study of the potential national-level energy savings to be achieved by the 
installation as included in the first article of Royal Decree 907/198. The 
corresponding calculations will be made utilizing the information provided in 
the 	second article. 

c) 	 A permit from the Ministry of Agriculture, Fisheries and Food Products when 
the intent is to utilize agricultural residues as fuel. 

Granting of the classification will be subject to 	 the granting of an electrical installationauu"cI.ization in accordance with the terms of Decree 2817/1966. The two applications may be 
submitted simultaneously. 

The private electrical generating stations classified as selfgenerators will be regulated by the
Central Administration or independent agencies according to their generating capacity and the
provisions of the statutes regarding generating stations of the same capacity. 

2. In order to calculate the overall or cogeneration efficiency potential for selfgenerator
facilities, according to the first arucle of the Royal Decree on Development of Private
Electrical Energy Generation, the following values and standards will be used: 

2.1. Energy yield data for conventional tations at the busbar 



heavy fuel oil (in stations with boilers) 
gasoil (with Diesel generators) 
soft coal and anthracite 
black 1ignites 
brown lignites 
natural gas 

Kcal/kwh. 
2,550 
2,600 
2,800 
2,900 
3,180 
2,500 

These values refer to the higher heating value. 

2.2 Transmission losses 

Incalculating overall energy efficiency, transmission losses will be considered to be 
10.2 percent from the busbar of the station as far as the service connection of the 
selfgenerator. 

2.3 Selfgenerators using natural gas or gasoil 

When, in an selfgenerator plant using cogeneration it may be necessary to use gasoil 
or any other type of gas in a turbine or Diesel or gas engine, when the additional 
energy consumption required by the selfgeneration installation represents at least a 
saving of 45 percent with respect to the primary energy needed to produce the same 
amount of electricity by conventional systems, it will be authorized. 

3. 	Once the classification of selfgenerator is granted, and in accordance with the provisions
of the third article of the Royal Decree 872/1982, of 5 March, on the granting of benefits,
the selfgenerators must sign an agreement with the Ministry of Industry and Energy in 
which is recorded, besides the general data required in the said Royal Decree, the 
following specifics: the fuels that will be used; energy efficiency; and the projected
national-level energy savings if conventional fuels were used. 

Also. in the agreement the owner of the selfgeneration facility will undertake to submit 
annually the required selfgeneration statistical data. 

Which I communicate to you for your information and use. God keep you for many years. 

Madrid, 7 July 1982. 

BAYON MARINE 

To 	the Illustrious Director General of Energy. 
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ORDER OF 7 JULY 1982 BY WHICH TE TECHNICAL AND ECONOMIC 
RELATIONSH=S BETWEFN SELFGFNERATORS AND ELECTRICAL COMP.ANIES 
OR ENTITIES ARE REGULATED. 

Illustrous Sir: 

Roval Decree 907/1982, of 2 April concerning development of the selfgener'aton of elec-c 
energy, based on the relevant provisions of Law 82/1980 on energy conservation, establishes the 
basic directives for regulating the technical and economic relationships between selfgenerators and 
electric companies or entities and in its twenty-first article directs the Ministry of Indust, and
Energy to promulgate the specific supplementary rules. By virtue of which I am pleased to 
provide: 

I. 	 The parameter k which is cited in the fifth article of the Royal Decree on development of 
selfgeneration of electrcal energy to be used in calculating the power factor to bill monthly 
to the selfgenerator is: 

- for assisted selfgenerators, class b) and those that are interconnected: 0. IS. 

The selfgenerators may shut down their generators in eiter July or August provided they
have given two months' prior notice, and at those times the parameter k will be ze~-o. 
Other shut down periods cnay be agreed between both partdes. 

The General Energy Office may at regular intervals adjust the value of the parameter cited 
-- as allowed in the Royal Decree 907/1982. 

-. The rate C. established in the fifth article, paragraph C) of the same Royal Decree. vill 
be 0.05 pesetas/kwh., which will increase by the same percentage as the average increase 
in electric rates. 

3. 	The synchronization charge that isestablished in the sixth article of the same Royal Decree
will be 10 percent of the capacity charge of the E3. I rate. For installations of less than 
500 kw, that rate will be zero. 

•. 	 In accordance with the eighth article of the Royal Decree, regarding the sale of energy by
selfgenerators to the electric companies or entities, the KWh should be paid at a price
derived from the energy charge of the step in tariff E3.1 affected by an adjustmen:
multiplier having the following values: 

- for guaranteed power Ce = 1.10
 
- for programmed power Ce = 1.00
 
- for contingent .ower Ce = 0.90
 



Inaddition it will be possible to apply the coefficients of hourly discrimination and reactive 
power from the E.3. 1 rate as indicated in the eighth article of the Royal Decree or 
development of selfgeneration of electrical energy. 

5. 	 Pursuant to the eighth article of the Royal Decree regarding selection of the point :f 
connecnon of the selfgenerators to the electrical company system, the following r-Ies are 
established: 

a) It %il be considered, in the case of interconnected selfgenerators that could demand 
from the electric utility a higher capaciry than the maximum capacity that could be 
delivered to the grid by their selfgenerarion facility, that the power supply facilities 
will be used also for the delivery of power surplus with the technical modifications 
to the 	protection equipment necessary for the safety of the grid. In these cases the 
existi.ng legal standards on power supply facilities will apply. 

b) 	In other cases the point of connection will be selected in such a way that the
 
cost to the selfgenerator is rinimzed by using the closest electrical ! nes for
 
the connection, provided it is technically feasible.
 

Which I communicate to you for your information and use. God keep you for many years. 

Madrid. 7 July 1982.
 
BAYON MARLNE
 

To 	the Illustrious Director General of Energy 

<9/O
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ORDER OF APRIL 8, 1983 TO ESTABLISH RULES FOR EXIST-NG 
SELFGENERATION FACILITIES TO ABTAIN STATUS AS AN ELECTRICAL 
ENERGY SELFGENER.ATOR ACCORDING TO PROVISIONS SET FORTH IN ROYAL 
DECREE 907/1982, OF APRIL 2, REGARDING THE DEVELOPMENT OF 
ELECTRICAL ENERGY SELFGENTERATION. 

Your Excellency: 

The Royal Decree 907/1982 of April 2 regarding development of Electrical Energv
Selfgeneration provideis in Article One that the Ministry of Industry and Energy must establish 
regulations for obtaining the status of Electrical Energy Selfgenerator. 

The Ministerial Order of July 7, 1982 establishes the procedures for granting selfgenerator status 
to new power stations, but those cases where there is an existing power station must also be 
regulated so that their excess electrical energy may also be made available for use by the grid,
under the technical-economic stipulations provided in Royal Decree 907/1982. 

In virtue wher,',., I shall order: 

1. 	 To obtia the status of electric selfgenerator according to the provisions set forth by

Roval Decree 907/1982 of April 10 and the Order of July 7 1982, existing

selfgeneration facilities must submit all of the documentation stipulat' 
_ in subsections 
b) and c) of Paragraph One of the Order and a copy of the current authorization of 
electrc power station status. 

-. In the event of expansion of an existing selfgeneration installation of electncal energy
and according to provisions set forth in Article Second of Law 82/1980. of December 
30th. regarding energy consertion and Royal Decree 872/1982 of March 5 regarding
procedures for applying for benefits established by Law 82/1980 of December 30th,
regarding energy conservation and obtaining the status of electrical selfgenerator, the 
above-mentioned selfgene:ators must sign an agreement with the Administration 
according to provisions set forth in Article Three of the Royal Decree 872'1982. 

So be it informed and reported to your Excellency.
 
Madrid, April 8, 1983.
 

SOLCHAGA CATALAN 

(Her Excellency, General Director of Energy. 
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Tleke & GibbinS R.O.P. Memorandum 

TO: DL Date: August 23, 1994 

FROM: Thanes ,-,1.- Please complete, where applicable. 

COPY: RBP, K. Anne, K. Becky File No: T310-962M 

SUBJECT: EGAT's Plan of the purchase of Client: Tilleke & 
power from independent power Gibbins 
producers (IPP) 

Case: Mineral Resources / 
Energy Work and 
Marketing 

Last week on 17-18 August 1994 EGAT organized a conference on the purchase
of power from independent power producers (IPP). The IPP plan is considered one of 
major steps for privatization of electricity generating industry. EGAT also has a plan 
to be listed in the future. 

The IPP Plan contents are as follows: 

1. EGAT will change role from the electricity generator to the supervisor of 
electricity generating industry in the country and the constructor of the main electricity
supply line connecting system to the Country electricity system. 

2. EGAT by the Power Purchase Committee will issue the notification to 
formally declare to purchase electricity from the 1st of September 1994. 

3. (a) In A.D. 1996 - 2000 EGAT will purchase 1,000 MW. 

(b) In A.D. 2001 EGAT will purchase 1,400 MW. 

(c) In A.D. 2002 and thereafter EGAT will purchase 1,400 MW. 



4. (a) For the Project from A.D. 1996 - 2002, the proposals must be 
submitted to EGAT for consideration not later than 23 February 1995. 

(b) For the Project from A.D. 2003 and thereafter, the bids must be 
submitted to EGAT before 31 December 1995. 

5. Power producers are divided into 2 categories: 

(a) Small Power Producers (SPP) produce from 60 MW. 

(1)) Major Power Producers produce from 700 - 1,400 MW. 

6. Each IPP project will produce electricity not more than 1,400 MW. during 
A.D. 1996 - 2002. 

7. Private IPP projects investment is estimated to be about 200,000 Million 
Baht. 

I think we should circulate the information of EGAT's IPP Plan to our associates 
in Lex Mundi and other Law Firms with expertise on energy matter in case they have 
energy Clients base which can be recommended to us. We should also work closely with 
our associates law firms with energy legal expertise in order that we can learn their 
experience in this kind of IPP Project which is new in Thailand. 

Thank you. 

c;21 



GAS AND FUEL CORPORATION (VIC) - THAILAND BRANCH 

GAFCOR CONSULTING INTERNATIONAL DIVISION 

Presentation to ATCC on 23 August 1994 
Natural Gas in Thailand 

Thailand 

Energy Picture
 

In 19 9 5 it is predicted:
 

63% of all energy will be imported
 
30% indigenous
 

The import level will grow to 68% by yr. 2,000
 

Energy Supply
 

Imported Coal 
 0.4 % 
Imported Oil 63.0 % 
Indigenous Oil 4.4 - % 
Natural Gas 17.6 % 
Lignite 12.0 % 
Hydro 2.6 % 

Consumption 

Transportation 39.3 % 
Industry 30.3 % 
Commerce 24.2 % 
Agriculture 6.2 %
 

Natural Gas
 

Supply 910 MMSCFD.
 
use: GSP/Chemical feed stock 
 128 MMSCFD 14% 

Industries 117 13% 
EGAT 666 73% 

1609, 16th Fl. Vanit Bldg. 1126/I New Petchburi Rd.. 

Phavathai. Bangkok 10400. Thailand Tel. 255-8703 Fax 255.8"704 



--

TABLE 5: GAS FIELD RESOURCES. PRODUCTION AND LIFE 

RESERVES BCF AVERAGE CALCULATED LIFEYEARS(1)
FIELD DAILY I 

PROVEN PROBABLE TOTAL 
 DELIVERY 
 PROVEN TOTAL

MMSCFD RESERVES RESERVES 

THAILAND 

UNOCAL 1,11,111 3.050.00 1,619.CO 4669.00 700.00 11.90 18.30 

BONGKOT 1,500.00 6,000.00 750001 350.00 11.74 58.70 
J.D.A. 1,275.00 5,100.00 637& 300.00 11.60 58.20 

NAM- GNG--- 4 O6--+50-- ee -5e - 9 -

SIRIKT 176.60 "..- i76160 40.00 4.40 4.40 

TOTAL THAILAND 6451.60 13769.00 '(20220..60 

MALAY3IA- ; '.',,;,,i 

EAST COAST 23.600.00 .00 (2)1500 43.10 43.10 

MYANMAR 
.. , t,:- . . __ _ _ __ _ __;_ _ _ __ _ _ __ _ __._ _ _MATA BAN 6,300.0 ,6.300.00 500.00 34.50 34.50 

VIETNAM .,.1.-,, , 

TOTAL REGION 30051.6 20069 50120:6 

(1)Based on average daily delivery x 365 days/yr.
(2)Assumes 1000 MMSCFD own use 500 MMSCFD to Thailand. 
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-----------------------------------------------

NATURAL GAS DEMAND - PEAK DEMAND
 
Includes EGAT Dedicated Gas Stations and
 

Thermal Oil/Gas Stations CENTRAL REGION
 

GAS DEMAND MMSCFD 

FIGURE 11 

3000 

Grand Total (Inol. Regional Supply) 

Thai Gas Available OIlshore
 

___,and Onshore (Inol.Ham Pong)
 

2000Ta valbe ~ j 

E__" HEWt jTldGLN 63Cmrsso MCFD 

. ... ...................- ....-'-.f............................-.
.. . ..........- 


600.. . ... .
 

Cement 
Industry 

92 93 94 96 96 97 98 99 01 02 03 04 05 06 07 08 09 10 
1991 2000 

YEAR 

April 1991 
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FIGURE 9 NATURAL GAS DEMAND - PEAK DEMAND 
Includes EGAT Dedicated Gas

Stations Only - CENTRAL REGION 
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F-R.E.3 LIGNITE THERMAL POWER STATIONS 
POWER COST (REAL DCR 10% )

WITH AND WITHOUT 

POWER COST 
0.05 

0.04

0 .0 3 

0.023 

0L 

SIN PUN 
150MW 

FG DESULPHERISATION 

US$/kWh 

MAE MOH SABA YOI LAMPANG 
600MW 900MW 2100MW 

POWER PLANT 

LF-3STJO'RD =WITHFGD I 
MAR 091 
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FIGURE 4 POWER GENERATION
 
SEND OUT COSTS (REAL)
 

(DCR=IO%)
 

US $/kWh 
0.05 
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0.04 : . 

0.03 

0.2 0-2- /" A y7'- 0.0'A~ 

0.02' 
.0.016 
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0.013 	 - 0.014 

00.01 0.012 

0. 01 --	 a _ 

0 " !PGT HYDRO CCGT BCTH OiLTH LIGTH 	 LIGTH LIGTH LIGTH NUCTH 
FGD3 FGOS 
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March 1991 
All Cost Data from EGAT PDP 90/03 
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AGENDA
 
CONFERENCE ON 

THE PURCHASE OF POWER FROM
 
INDEPENDENT POWER PRODUCERS (IPP's)
 

18 AUGUST 1994
 
AT BANGKOK CONVENTION CENTER
 

THE CENTRAL PLAZA HOTEL, LADPRAO, BANGKOK, THAILAND
 

18 August 1994 

08.30-09:30 hrs. 

09:30-10:15hrs. 

10:15-10:30 hrs. 

10.30-11.30 hrs. 

11:30-12:15 hrs. 

12:15-13.15 hrs. 

13:15-14:00 t;rs. 

14:00-15:00hrs. 

15.00-15:15 hrs. 

15. 15-16:30 hrs. 

16:30 hrs. 

Presentation and Discussion 

Registration 

Presentation on RFP and Solicitation Process 
by Peter Mc Partlin, Partner, 

Price Waterhouse Urwick-Canberra 

Coffee break 

Discussion an RFP 

Presentation on Grid Code (Details) 
by David Clarke, Associate Director, 

Price Waterhouse-London 
Lunch 

Discussion on Grid Code 

Presentation on PPA (Details) 
by Mark Hughes, Partner, 

Price Waterhouse-London 

Coffee break 

Discussion on PPA 

Closing Remarks 

BEST AVAILABLE DOCUMENT
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AGENDA
 
CONFERENCE ON 

THE PURCHASE OF POWER FROM 
INDEPENDENT POWER PRODUCERS (IPP's) 

ORGANIZED BY 
ELECTRICITY GENERATING AUTHORITY OF THAILAND 

AND
 
NATIONAL ENERGY POLICY OFFICE
 

17-18 AUGUST 1994
 
AT BANGKOK CONVENTION CENTER
 

THE CENTRAL PLAZA HOTEL. LADPRAO, BANGKOK, THAILAND
 

17 August 1994 

09:00-10.00 hrs. Registration and Refreshments 

10:00-10:30hrs. Opening Ceremony: 
Introduction 
by 	Mr.Somboon Manenava 

General Manager
Electricity Generating Authority of Thailand 

Opening Address 
by 	H.E. Dr.Savit Bhotiwihok 

Minister of the Office of the 
Prime Minister 

10:30-11:15 hrs. Presentation on "Privatization of the 
Electricity Supply Industry"
by Dr.Piyasvasti Amranand 

Secretary General 
National Energy Policy Council 
- Small Power producers 
- EGCO 
- IPP's 
- Power Purchase from Neighboring Countries 
- Future Structure of Electricity Supply Industry 
- Regulatory Framework 
- Fuel Pricing Policy and Taxation 
- Electricity Tariff and Automatic Adjustment Clause 
- Role of PTT 

11:15-12.00hrs. Presentation on "BOI Privileges for IPPs" 
by 	Representative from 

Office of the Board of Investment 

BEST AVAILABLE DOCUMENT 



12.00-13:15 hrs. Lunch 

13.15-1415 hrs. Presentation on "Request for Proposals" 
by 	Mr.Peter Mc Partlin 

Partner, Price Waterhouse 
Urwick-Canberra 
- Capacity Requirement 
- Choice of Fuel 
- Choice of Location 
- Other Requirements 
- Submission of Proposals and Guarantees 
- Evaluation Criteria 
- Negotiating Process 

14:15-15:15 hrs. Presentation of "Grid Code"
 
by Mr.David Clarke
 

Associate Director
 
Price Waternouse-London
 
- Planning Procedure
 
- Connection Conditions
 
- Operational Procedure
 
- Scheduling and Dispatch Procedure
 
- General provision 

15:15-15.30 hrs. Cofee Break 

15:30-16:45hrs. Presentation on "Model Power Purchase Agreements" 
by Mr.Mark Hughes

Partner, Price Waterhouse-London 
- Model for Coal-fired Thermal Plant 
- Model for Gas-Fired Thermal Plant 

16.45-17:30 hrs. Panel Discussion and Closing Remarks 

BEST AVAILABLE DOCUMENT
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Opening Address 
by 

H.E. Dr. Savit Bhotiwihok 
Minister to the Prime Minister's Office 

at the Conference on 
The Purchase of Power from Independent Power Producers 

(IPPs)
 
On August 17, 1994
 

at the Central Plaza Hotel, Bangkok
 

General Manager of EGAT, 
Secretary General of the National Energy Policy Council, 
Distinguished Participants, Ladies, and Gentlemen: 

It is indeed a pleasure and a privilege for me to preside over this 
opening ceremony and to deliver the opening address at a conference on a 
matter that is directly in line with a policy on national development which 
relies on the private sector as the engine for economic growth. As you may well 
appreciate, the government is truly committed to the policy of privatization. This 
explains my enthusiasm in welcoming all of you today to this "Conference on
the Purchase of Power from Independent Power Producers (IPPs)". As the 
meeting is intended to serve as an Investors' Conference for the implementation
of our IPP Program, it is very satisfying to have over 400 interested developers
and experts present here today. The program is another measure that will 
supplement all previous efforts of the government to include the private sector 
in the development of the power system. 

It is clear that the provision of electric power by way of generation,
transmission, and distribution has a direct bearing on the well-being of the 
people. But as it was also thought that such a provision would enjoy economies 
of scale, power provision was regarded as an activity in which the state should 
have a monopoly. Consequently, EGAT, MEA, and PEA have been run as public
utilities, unchallenged within their own -jurisdiction, and accorded the privileges 
of a state enterprise. 

Managing the 3 state enterprises in the form of public utilities has had a
considerable degree of success. The power supply has expanded repidly to meet 
consumers' demand. In fact, 96 percent of all villages around the country now 
nave electricity. The achievement is unparalleled by any other public utility in this 
country, which have yet to meet the demands of their respective clientele. 



The actual implementation of asuch policy has appearec in many
forms. To begin with, the Regulation for the Purchase of Power from Small Power
Producers (SPPs) was drawn up to encourage private power-production and 
greater energy efficiency, particularly as regards cogeneration and renewable 
energy. The regulation has undergone revisions in an effort to remove obstacles in
its application. Another step in the same direction is the careful creation of the
Electricity Generating Company (EGCO). EGCO is a wholly owned subsidiary of
EGAT, to purchase the Rayong combined cycle power station of EGAT, and
subsequently to be listed on the Stock Exchange of Thailand, when EGAT's
shareholding will be diluted to no more than 49 percent, at which time EGCO will
have acquired the status of a private power company and therefore will serve 
as a forerunner for IPPs in Thailand. 

In addition, we have been negotiating in earnest with IPP developers
across the border to purchase electricity from the Lao People's Democratic Republic.
Many important milestones have been achieved in that regard, especially relating
to tariff matters. Furthermore, Thailand has also expressed its readiness tonegotiate power purchases from and has responded positively to power sales 
approaches made by Maaysia. 

The process towards increased privatization of Thailand's power
sector has shown various forms of private sector participation. While it has at times 
run into problems, the government has done its utmost to resolve those problems
so that the process may continue to advance and eventually bring succes. We nowfind ourselves at the juncture in our implementation path to privatizing the power
sector where the stage has been well set for the launching of our IPP program
itself. We are determined to forge ahead in that direction. In this connection, I would
also like to point out that, reflecting our wholehearted support for the IPP Program,
all approved IPP projects will be granted the full investment promotional
privileges currently available under the relevant Board of Investment rules. The 
government will also ensure that the conditions to be agreed upon between EGAT
and the IPP developers will be fair in order that the program may succeed.
Impartiality is also to be observed in the evaluation process as well as in thenegotiation process. In an effort to avoid repeating the experience we have had
in our development of the mass transit system, we have depoliticized the selection 
and negotiation mechanisms. 
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I should perhaps also mention that what has been achieved thus far !s 

only privatization in power generation. We have not as yet dealt with power 
Transmission and distribution to the same extent. Transmission planning in 
particular would require added attention as the development of the electricity 
supply industry may well go beyond national boundaries into other parts of the 
Southeast Asian region. 

Along the journey on which we are about to embark into the future, I see 
a "New Era." I envision a system of private power generation in Thailand in which 
IPPs play an instrumental role. I see a system in which competition prevails with 

a multiplicity of IPPs as well as SPPs. The grid system will be interconnected to 
those of our neighboring countries with exchanges of electricity and fuels taking 
place over national boundaries with Myanmar, Malaysia, Laos, Vietnam, and 
others. I also see a decentralized power distribution network. I hope this 
"New Era" will prove to be gratifying for all of us concerned. 

Finally, this conference is to this end an ideal forum for all of us to 
provide guidance and feedback for the purpose of finalizing our IPP solicitation 
documentation. We thus ask that you kindly take advantage of this opportunity 
by actively taking part in this conference as well as in the future development of the 
Thai power system. 

It is now the auspicious moment. I therefore would like to wish this 
conference every success in its deliberations, and hope that we will together make 
the conference as fruitful as possible. I hereby declare this conference open. 

Thank you very much. 
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FUTURE 	 ELECTRICITY SUPPLY 	 INDUSTRY STRUCTURE 
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DIRECT SALE TO TI1IRD PARTY OUTSIDE REGULATIONS 
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SPP.. PURCHASE PRICE 

IPRICE BASE) ON AVOIDEi) COST OF UTILITY 

FIRIII CONTRACT - PRICE BASEI) ON LR AVOI)EI) COST 

NON-FIRM CONTRACT 

- NO CAPACI'i'Y PAYMENT 

- CONTRAC I < 5 YEARS 

- NO CONTRACTrED DEMAND 
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I IFIRM CONTRACT 

FIRM CONTRACT - CAN OBTAIN CAPACITY PAYMENT
 

- CONTRACT 
 > 5 YEARS
 

- CONTRAC'TEi) DEMAND 
 SPECIFIED
 

- MUST GENERATE 
 IN SYSTEMN PEAK NIONTIIS (APR -JUNE, 
SEP, OCT)
 

- ANNUAL GENERATION > 7,008 ||OURS (4,672 FOR
 
RENEWABLE)
 

- FULL DISPATCIIABILITY
 

- MUST ABIDE BY CONDITIONS RELATED 
 TO SIhUTDOWN AND 
MAINTENANCE 
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NON FIRM 

ENERGY 0.87 B/KWH 13.41 US c/KWH ] 

C.) 

FIRM 
Li 

ENERGY 0.85 B/KWH [3.33 US c/KWH ] 

CAPACITY 
LQ
 

B/KW/MONTH or US S/KW/MONTH 

5- 10 YR 164 6.43 
10 - 15 YR 204 8.00 
15- 20 YR 227 8.90 
20- 25 YR 302 11.84 

BEST AVAILABLE DOCUMENT 
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DURING PEAK PERIOD 

+0.2 * AVERAGE KWII SALES PER HOUR 
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BILLING CAPACITY = ACTUAL CAPACITY 

- 0.2 * MAX (CONTRACTED-ACTUAI, CAPACITY, 0) 
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GUARANTE 
 "O liE PAID UPON SIGNING OF PPA
 

GUARANTrEE RETURNED 
 UPON SALES OF POWER TO EGAT 

CONTRACT TERMINATION GUARANTEE' 

(APACITYC PAYMENT RECEIVABLE DURING FIRST 5 YEARS 
OF CONTRACT PLUS INTEREST
 

" RETURN OF GUARANTEE IN PHASES EVERY 
 5 YEARS 
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PROIPOSEI) SIIAIREIIOLI)ING STrUCri'URE -OF 
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PURCHASE OF POWEr FROM LAO PUR 

MOIU 1,500 MW TO BE PUJRCIIASEi) BY TIIAILANi) 

PIROJECTS UNI)ER NEGOTIATION 

- NAN'I TIEUN IIINBOUN 210 NIWV 
(LAO ["DR, NORDIC, MDX) 

- NAi TIJEUN 2 600 MV 
(TRANSFIELD, EDE, i'FAITIIAI, ,JASMINE, iPllATRA) 

- lIOJAY 110 126 MNIW 
(DAEWOO, LOXLEV) 

- IIONGSA 
600 MW 

('I'IIAI LAO LIGNITE) 
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INVITATION FOR PURCHASE OF POWER FROM IPP 

POLICYI GUIDELINES APIROVEI) BY NEPC ON 13 MAY 1994 

SI)RAI" INVITATION VITII MOi)EI. PPA AND GRI) CODE TO lIE PIRSENTED AT IN\'EST)IZS
CONFERENCE, FOl I)ISCUSSION
 

INVITATION ANNOUNCED BEFORE SEP. 
 1994 

"I'IMIN( FOR SIIIIMISSION OF PROPOSALS
 

DATE OF COMMISSI()NING 
 PR())SAI. SIIImIuIEI) NOT LATER TIIAN 

1996-2002 28 FEB. 1995
21103 31 DEC. 1995 
2004 31 1)EC. 1996 
2005 31 DEC. 1997 
2006 31 i)EC. 1998 

BID SECUIRlITY : 5(0(0 !1,11I"1.W AT SUBDMISSION OF PROiPOSAIL 

NON REFUNDAILE EVALUIATION FEE : 250,000 IDAIIT PLUS 500 IIAIIT/M%\V 
FOR EACII MW > 400 M\V PER PROJECT 

* EVALUATION UNDERTAKEN BY EGAT ANDNEPO 

BEST AVAILABLE DOCUMENT 
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* CAIPACIFi\ -QUIRMIENTI


FY 


I 

MV1W' 

1996-2001) 1,000 
21)01-20102 2,80) 
2003 1,700 
21)04 1,700 
2005 1,700 
21)1)6 1,700 

* BASE [OAI) / INT N1'IMEI)IA'I'E LOAD
 

SIZE OF 
 IACilI IzRO.JECT TO ll COMMISSIONEI) )LRING 1996 - 2002 < 1,401) Ni 
ENVIRONMEN1" : IF OFFICIAL STANDARDS 1)O NOT EXIST TiiEN TLEWILL BE SPECIFIEI) 

.F.3 AA- .... _FDOCUMENT
 



IPP GUIDELINES APPROVED BY NEPC (CONT) 

EVAiIIATION BASE ON FOLLOWING F'(CI'ORS 

I'RICE 
-TWO PART TARIFF 
- INVESTOR TO PiROPOSE TARIFF ANI) AD1).JSTMIE'NT 
CLAUSE 

* I)ISIPATC! IA II LIT ' 

- NON CONVENTIONAL 
- DOMESTIC NATURAL GAS 
-NATURAL GAS IMPORT/LNG 
- DOMESTIC COAL 
-IMPORTED COAL 
- ORIMULSION 

(NUCLEAR AND FUEL OIL NOT ALLOWED) 

. . , 1.!.93. P DOCU....MENT 



EVAIATION (CONTINUED) 

LOCATION 

-CENTRAL REGION 
- WESTERN COAST 
- EASTERN COAST 
- OTIIERS & NEfGIIBOURING COUNTRIES 

- LEVEL OF DEVELOPMENT
 
- FINANCIAL STATUS
 
- EXPERIENCE 
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1101 PRIVILEGES AS STATED IN 101 ANNOUNCEMENT NO 1/2536 

ZONF I & 2 

- RIE)DUCTION OF ImPORT DUTIES BY 50% FOR ITEMS NOT UNDER 
NIVOF ANNOUNCEMENT NO. 13/2533 EXCEPT THOSE WITHl DUTIES < 10% 

- EXErvIPTION OF INCOME TAX FOR 8 YEARS 
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- REDUCTION OF INCOME TAX BY 50% FOR ADDITIONAL 5 YEARS 

BEST AVAILABLE DOCUMENT 



QJ EXISTING REGULATORY CONTROLS ADEQUATE 

- NATIONAL ENERGY POLICY COUNCIL ACT 1992 
- ENERGY DEVELOPMENT& PROMOTION ACT 1992 
- EGAT ACT (WITl AMENDED SECTION 37)
 
- NATIONAL EXECUTIVE 
 COUNCIL ANNOUNCEMENT NO. 58 

CI AUTOMATIC ADJUSTMENT MECI-IANISM WILL GUARANTEE
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 RETURN ON INVESTMENT FOR EGAT, MEA, PEATHEREBY REDUCING PRESSURE FOR CONTRACT RENEGOTIATION 

QJ CURRENT TARIFF REFLECTS 90% MARGINAL COST 
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.-.2UHANG E.:"NEGTATI
 

U 	 SECTION 37 AUTHORISED EGAT TO 
APPROVE & SET ANY CONDITION ON 
SALE OF POWER TO THIRD PARTY 
EXCEEDING 500 KW 

O 	 NEW SECTION 37 

- DIRECT SALES TO THIRD PARTY 
ALLOWED IF NOT CONNECTED 
TO SYSTEM 

- IF CONNECTED TO SYSTEM AND IF 
THERE IS THIRD PARTY SALE, 
EGAT MAY SET REQUIREMENTS 
RELATED TO INTERCONNECTION 
IF GENERtLTION CAPACITY > 6 MW 

- IF CONNECTED TO SYSTEM AND 
THERE IS NO THIRD PARTY SALE, 
EGAT MAY SET REQUIREMENTS 
RELATED TO INTERCONNECTION IF 
GENERATION CAPACITY > 20 MW 

BEST AVAILABLE DOCUMENT
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THE THAILAND INDEPENDENT POWER PRODUCER 
PROGRAMME LAUNCH - AN INFORMATION PAPER
 

...s paper introduces the seminar delegate to the 
 Tha. 
electricity market place in :994. The otjec:ives in preparing

this paper have been:

- to introduce prospective investors and their 
advisers to the Thai electricity marKet place, tne 
demands i: nas cooed wi.t in the recent past and -ne 
need for ongoing signfcant investments In 
additional generation capacity -n order to meet tne
 
needs of this fast growing economy.
 

to detail the :?P opportunities in Thailand with
 
particular emphasis on the first solicitation
 
process due to commence early September this year.

The first Request for Proposals (RFP) will cover the
 
period 1996-2002 and calls for additional generation

capacity of 3,800 MW.
 

- to describe the contractual framework (at a high
level) which has been developed to qpnporz the IPP 
programme in Thailand. 

in order to set the scene correctly it is perhaps worthwhile
 
to cor ;ider the recent past and progression to the current
 
situation.
 

BACKGROUND
 

' Establishment of EGAT
 

The Electricity Generating Authority of Thailand (EGAT) 
was established on May : 1959, following the merger of 
the three state enterprises: The Yanhee Electricity
Authority (YEA), the Lignite Authority (LA) and the 
North-East Electricity Authority (NEEA). Each of these 
enterprises was responsible for supplying electricity in 
the area specifically designated to it. The areas under 
the responsibility of YEA were in the North and Central 
Regions, while those of LA were in the far North and the 
South, and the areas in the Northeast fell under the
 
responsibility of NEEA. The amalgamation was in response

to the Government's policy to mobilise man power,

material and management resources to meet the Kingdom's

increasing demand for electricity.
 

Currently EGAT is supplying electricity to the 
Metropolitan Electricity Authority (MEA) - the 
distributor of the Greater Bangkok area ani two 
neighbouring provinces, the Provincial Electricity
Authority (PEA) - tfle distributor of all provinces except 
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tnose in MEA areas, scme industrial plants and otner 
direct customers. EGAT also purchases surplus power from 
Lao PDR (EDL), and has a power exchange with Malaysia 
(TNB). 

!.2 The Growt- i. Power zns:po. i- Thaiand
 

Since the first Naticnal Economic and Social Development

Board (NESDB) Plan (Firsz Five-Year Plan), the
 
electric4ty demand in Thailand has increased steadily.
 
The records in the last ten years show that at the end of
 
the Fifth Five Year Plan (1986), the power generation

requirement was 4,180 Megawatts (with total energy

Droduction of 24,779 million KWh). Within just 5 years,

the end of the 6th Plan period (!987-199!) revealed the
 
requirement had increased to 8,045 MW. During tnis five
 
year period the electricity requirements had almost
 
doubled. This was basically due to the favouraole
 
economic growth of the country. Peak demand in .993 was
 
9,730 MW.
 

the Seventh. Five-Year Plan (1992-1996), the forecast
 
neak demand for elec -c-tv shows further increases in
 
generation capacity to :3,075 MW in 1996. After 1996 the
 
demand growth rate is expected* to be less but w-"
 
nevertheless szill amount to 19,000 MW in the year 2001,
 
and 25,525 MW in 2006. This represents the average
growth rate of 10.2% in the 7th Plan and it will decline
 
to 7.8% and 6.1% in the 8th Plan and the 9th Plan
 
respectively. The EGAT Power Development Plan (PDP)

shows the forecast of EGAT's generatfon requirements in
 
order to meet this peak demand.
 

1.3 Additional :nstallation for the Growth of Demand
 

At the end of the fiscal year 1993 (30 September 1993),

the installed capacity of the EGAT system was about
 
12,180 MW, comprising 2,416 MW (19.8%) hydro power;

6,101 MW (50.0% thermal; 3,423 MW (28.1%) combined
 
cycle; 224 MW (1.8%) of gas turbine and other power

plants of 0.3%.
 

The standard voltages for power transmission in the EGAT
 
system are 500 kV, 230 kV, 115 kV, and 69 kV at system

frequency of 50 Hertz. 
 The length of the transmission
,is were 1,200 crcuit-km for 500 kV, 8,097 for 230 kV,
 
.1,048 for 115 kV and 383 circuit-km for 69 kV lines.
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Tne system has 
a total cf 163 substations three of which
500 kV substations. 
 The tozal transformer capacity
26,375 MVA. was
The RFP under discussion at the conference
and EGAT's PDP contain maps of the EGAT 
electric power

system.
 

2. GOVERNMENT'S PRIVATISATION POLICY AND OBJECTIVE
 

2.1 Government Directives - Four Steps 

:n September 1992, 
the Cabine: approved a directive that
would substantially restructure 
 the Thai electricity
industry. The directive was organized 
into four steps
(corresponding to fiscal years 
ending September 30, 1993
to September 30, 1996) with two 
or more tasks to be
accomplished in each 
fiscal year. 
 The cabinet directive
established a framework for 
 commercialisation 
of the
electricity industry by facilitating private sector
investment, formalisation of contractual 
relationships on
commercial terms 
and planning for the restructuring and
privatization of EGAT, MEA anc PEA.
 

FIRST STEP: 1992/1993
 

The first step comprised six tasks "to be 
undertaken and
completed 
 in fiscal year 1993 (October 1 :992 
September 20 1993) 

to
 

Designation of EGAT as a "Good State Enterprise"
 

By Cabinet Resolution, the government 
 has set
c-eia for selection of "good 
 state-owned

enter-arises" 
which would be granted more management
authority. Such enter-Drises have authority to set
their own 
management system and regulations without
approval of the M.nis::rv of Finance. Good state
enterprise status 
is seen as an initial step in
relinquishing government 
 control and enhancing
management autonomy of state-owned enterprises. The
Ministry of Finance 
administers the criteria toselect good state enterprise for recommndation to
the Cabinet. The four requirements for Cood State
Enterprise status are as 
follows: 

- Annual remttzance of 30% of net profit to the

Government; 
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- No more tnan 20% of production cost for salary
and administrative expenses; 

- Rate of return on total revalued asset
 
excluding work in progress and 
sinking funds
 
should exceed 6%; and
 

- Productiity increase no thanof less 2% per
 
annum.
 

EGAT expects to be designated a "Good State
 
Enterprise" in August 1994.
 

2 	 Change 
the bulk price to MEA and PEA to correspond

to long run marginal cost 
(LRMC)- and eliminate the
 
subsidy to PEA.
 

3 	 Introduce business principles for EGAT's fuel
purchases from the Petroleum Authority of Thailand
 
(PTT).
 

4 	 Introduce 
 an automatic 
 fuel clause into EGAT's
 
tariff.
 

5 	 Establish EGAT's subsidiary company, EGCO and list

its shares on the Securities Exchange of Thailand
 
(SET).
 

6 	 Abolish the policy of 
uniform tariffs for the whole
 
country.
 

SECOND STEP : 1993/1994
 

The second step 
comprises five tasks to be implemented

and 	completed in fiscal year 
1994 (October 1 1993 to

September 30 1994). These are:
 

EGCO buys Rayong Combined Cycle power plant from
EGAT, and further negotiates for the purchase of
 
Khanom power plant.
 

2 	 EGAT prepares notification to encourage the private
sector to participate in power generation investment

following the steps specified in the Private Sector
Participation in State--Owned 
Activities Act - 1992.
The Mae Kiiam fluidised bed combustion (FBC) projectwill be the first pilot Independent Power Producer
 
(IPP).
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Dezermine :-e fun ons 
of ant:prepare for priva:emower prodc.ers (PPpS 
.

t be responsible for 
some
selectee prc:eczs 
 -mowerDevelopment Plan. 
- e~rcur EA - -3..2.ess .2nits.
 

Designate Me,:ro. 
 .:'_,v-E-ectriclty Authority 
(MEA)
and Provinca2 Eeczricity Au:horL:% 
(PEA) as good
state enterprises and 
restructure PzEA 
into 	Regional
Business Units wit separate 
 bulk tariffs for

purchases from ESAT.
 

THIRD AND FOURTH STEPS : '995--996
 

The tasks in the third and fcurth stens are scheduled for
completion in fiscal years 1995 and 1996. 
 The activities

involving EGAT =ncude:
 

Amending the EGAT Act 
(Third Step).
 

Convert EGAT into a 
 cioimed
:OZparv
.corPoraziza:ic-" 
 ihzr: steo,."
 

3 To encourage privaze sector, 
invite private sector
o :PP bidding. (This activity commences September
-, 1994 with the issue of the first RFP forncernationa" solicitazion of :PPs. 

4 	 Increase the share capital of EGAT and sell equitycapitalto private investors whiae keepingmajority 
 of 	 ownership wi:h the government
the 

[Privatization:.
 

Process of?rivatizazion
 

Electricity consumption in Thailand has during the last
20 
years increased rapidly, especially during the latest
five-year period. 
 EGAT has managed to build the
necessary new plants

supply this 

power and transmission systems to
growing demand. Many new thermal power
plants of high international standard have been taken
into operation. The. new 
:pants have been operated
successfully and with high availability. The whole power
system has been operated with high reliability of supply.
 
The 	 huge invesment 
 programme has been successfully
financed, mainly on 
the international capital 
 market and
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from official sources. The rapidly increasing volume of 
capital investments and of loans on the internationa
capital market have contributed to the plans for a 
radically changed structure of Thai power supply industry
with commercialisation and possible privatization of 
EGAT.
 

The continuously rapid increase in the use of electricity
during EGAT's 25 years of existence has transformed the 
organization from a small regional power utility to a big
organization even by international comparison. With an 
annual turnover of 2.5 billion USD, increasing by 10 to 
15% per year, and annual capital investments of about one 
billion USD, considerably higher in coming years, EGAT
 
can today be compared with large power utilities in
 
Europe and America. It is natural that EGAT's financial
 
activities are already of great importance for the
 
organization.
 

2.3 Independent Power Producer (IPP)
 

:n April 1992 the Act on Permission for Private Sector to
 
Participate or Jointly Implement in Government Activities
 
was issued. The Project Owner (the government agency or
 
state enterprise) which would likb to propose a project
 
for private sector involvement must, conduct a
 
reasibility study, and detailed analysis using the
 
guidelines provided by the National Economic anc Social
 
Development Board (NESDB) provided to the Ministry-in
charge.
 

if the project has its financial line or assets exceeding

5 billion Thai Baht (USD 196 million), the Project Owner
 
shall hire a consultant for advice. The consultant must
 
independently prepare the report as described by NESDB
 
which is then sent by the Project Owner to tne Ministry
 
for approval. The consultant shall possess all
 
qualifications setforth by the Ministry of Finance.
 

The Ministry in-charge of the Project Owner shall 
consider the proposed project submitted by the government
 
agency. if the project is a new initiative, it shall be
 
submitted to NESDB for assessment. If NESDB concurs with
 
the project proposa-, it shall be submitted to the
 
Cabinet for approval in principle. When the Cabinet has
 
approved the project, the Project Owner shall draft the
 
announcement inviting the private sector to participate

in the project implementation of draft term of reference
 

Page 6
 

bLU1 AVAILALSL UCIVW 



information for Thailand's iPP Programme Launch
 
Seminar 17/18 August 1994. Banakok Thailand
 

ano maIn conti:ons w-iz: wouIt be stated in tne 
contract. 

T _hev*tatio, announcement document, terms of reference, 
method of invitation, metnod of selection for cualified 
private sect-r bidding, setting of iding security and 
contract securi wn-=. must satisfy all cetails required 

':te Government. The C::ice of the Highest Pub,'
?rosecutor must g-ve an apcroual on the agreement prior 
to the signing of a contract. 

POWER FROM LAO POR
 

:n June -993, the Government of Lao People's Democratic 
PRepub lic (GOL) and the Government of Thailand entered 
into a Memorandum of Understanding (MoU) under which tne 
GCL has agreed to supply and the Government of Thailand 
has agreed to purchase, up to 1,500 Megawatts of 
electricity by the year 2000. 

However, tne Lac PDR Government has given mandates for 
four investment pojects co pr:va:e investors. These 
projects have a combined production of 1,560 MW from 
thiee hydro-electriz plants, Nam Theun 2, Nam Theun-
Hinboun and Hua' Ho plus a Lignite project a: Hong Sa. 
They are all scheduled to be completed between the year 
:998 and 2000.
 

The Laos Government has signed an MoU to award the Nam 
Theun 2 project to a foreign private investor. The 
proj ect has a ca0aity of 600 MW with an annual 
iroduction of 4,530 miL n kwh. -wi_. commence full 
production n 1999. 

Nam Theun-Hinbounoproe=t is designed as a joint venture. 
The Laos Government is extE:ted to hold 55 oercent of the 
ecui v.t.. The pro-ect wL_, have capacity of 210 MW with an 
annual production of :,27C million kwh. 

For the Huai Ho project, t*e Laos Government has signed 
an MOU with a orivate investor. The capacity of 150 MW 
wit' annual Drodlction Cf 657 million kWh. t is 
scheduled to be :;moleted :7 1998. 

A Thai private investor 'as won a mandate to explore

hignite deposits in a 0-square-kilometres area in Hong

Sa. The company is ccnduct-ng a feasibility study c- the
 
Hong Sa power project, which is expected to operate with
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a capacity 
of 600 
MW cnce it is completed 
in zhe year
2000.
 

Five Thai companies have won 
separate mandates 
from che
3overnmen: 
cf Lao PDR to participaze
elec::ci:.y generazng in these fourpro-e_:s 
whc. 4-*'l supply powerto the Elec:rizi Genera:inc Authority cf Thailand.
Laos suDplv pooen:.al w-U" The

Le included 
in EGAT's
developmenzolan after the contracts are signed. 

power
 

PROJECTS IN THE PIPE LINE
 
Accordlng to 
 the recent preliminary revised 
 power
ex-pansion plan, there will be approximately 4 new thermal
power plant projects fuelled 
by natural
or orimulsion, gas, coal, LNG,
totalling 1,000 MW.
planned to These projects are
be 'PP projects and
December will be on-line bv,,
2000. Another 2,800 
 MW of IPP supplied
generation capacity is expected to be commissioned during
2001-2002 for the next stage.
 
Siting of the Projeczs should be somewhere on
Coast t*e western
of the 
Gulf of Thailand, Prachuab
.he:tchaburi, Ra:chaburi, Khiri Khan,
Samiuisak-hon,

eastern area such as 

Samu: Songkhram or
Chonbur, 
 Rayong and Chanthauri.
 
More projects after 
 the year 2002 wi7l alsoimplemented beby :PPs. These will be
•~- 'dent"
e - late. .
 - __ed la er 

However, 
the Government has determinearemain that EGAT shouldresponsible 
 for power development
(generation and planning
transmission) and 
system operation.
power generated from The
IPPs must 
be under contract
to EGAT and to sell
also must 
be fully dispatched.
the integrated resource Piann nc 

In line with

of the 
system needs,
EGAT will also be responsible for the construction of the
transmission 
 lines 
 and control 
 of the national grid
network.
 

INTEGRATION INTO EGAT SYSTEM
 
The :ndependent 
 Power Producer (IPP)
generated electricity to EGAT. EGAT 

must sell the
 
for the remains responsible
planning of the generation
transmission expansion and the
system expansion,

development, system operation
controlling 
 the generation
transmission and the
system of the country, 
in line with the
 

Page 8
 

BEST AVAILABLE DOCUMENW 

http:pooen:.al


Information for Thaiand's :PP Programme Launch
 
Bangkok Thailand
Seminar 1718 August 1994. 


integrated resources -annin: 

The 	 steps n the planning and the co ns-.ction of the 
power plants are as :ollows:
 

EGAT 	prepares the oower development plan and submits 

4- to the Nationa. Energ'y Policy Council (NEPC) for 
approval before suomssion to the Cabinet.
 

2) 	 NEPC will review the -:vestment plan and indicate 
the projects f:or EGAT and for !PP. 

3) 	 The projects intended :cr I?? participation w be 

submitted by EGAT to the National Economic and 
Social Development Board (N SDB) and the steps given 
in the Act on Permission for Private Sector to 

or Jointly implement in Government
Participate 

Activities will be followed.
 

4) 	 When a successful IPP is selected and has signed the
 
all 	 the
contract with. EGAT, tnis I?? will obtain 


necessary permits for construction of the power
 
opant. The :PP must also obtain permission to sell
 
t.e electric:t" fro. the Department of Energy
 
Develomment and romot..on (DEDP), tne Deoar:ment of
 
Civil Works, and obtain the permit from the Ministry
 
of :ndustry. 

CONTRACTUAL FRAMEWORK AND SOLICITATION FOR IPPS
3. 


EGAT has retained Price Waterhouse to assist in
 
developing several model Power PQrchase Agreements
 
(PPAs), a Grid Code and the Request for Proposals (RFP).
 

The RFP for thne suo' of electricitv wil be by way of 
a-" of the issues contained ininvitation. 7t addresses 


the model PPA and Grid Code in addition to seeking
 
:inancial and suitabili y
information about tte 	 strength 


of the bidder to operate a power plant to EGAT's
 
satisfaction.
 

The Grid Code specifies ho-. the transmission system is to
 
be maintained and operated and interconnected with, and
 
how power generation is to be scheduled and dispatched.
 
This will be the standard used by EGAT and is referenced
 
by the PPA. HGAT will also have a Connection Agreement
 
with the ;PP covering the terms under which the !PP is
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conneczec to the EGA2 :ransmission svstem. incorporated 
w tnin the PPA. Under -is agreement EGAT will recover
 
the costs incurred 4;-installing connecting equipment and
 
any 	new !ine to serve the ??. The :PP can be expected to
 
nave construction, fue suppZy, financing, operation and
maintenance contrac-s as well as a ?PA wi:h EGAT. 

3.' 	 POWER PURCHASE AGREEM-ENT P:?A' 

The 	provisions of the PPA in:.ude: 

) 	 Definition of tne generating capacity (MW) and other 
services to be made avaiiazle to EGAT: 

2) Definition of oolLgat-ons on the :PP, generally

Lnc
uding a recu remenz to make the olant available
 

to generate, complying with dispatch instructions
 
and 	co-operazing with outage planning;
 

Z
3) Definition of obl i gati ons on EGAT, generally
.ncluding an octcation to dispatch the generating

.lant to .roduce energy Ln acccrcance with a set of 
n s rules a Grid Code);an:dard (ec. 

4) 	 Definition of the technical and operational rules to 
be observed by each party by way of reference to the 
Grid Code; and 

5) 	 Definition of payment terms. The PPA will provide
for payments to be made by the system operator
(EGAT) to generators (:0Ps) for two discrete
services: Avalability and Energy. Availability is 
the provision a: any time of the capability of the 
plant to generate In accordance with disoatch 
instructions issued by :ne system operator (_-AT).
Energy is the output of electricity in accordance 
with a dispatch instruction to do so. A number of 
small 7PPs such as Run-of-River hydro-electric
plants mignt only be paid for energy produced.
 

3.2 	 GRID CODE
 

The Grid Code is a set of industry rules with which the 
"pP (and EGAT generators) must compoly. A published code 
applicable to all ensures :=Ps that they wil! be treated
 
identically to other 
similar ?Ps and not criminated 
against in dispatch, outage scheduling or in any other 
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ways.
 

The Grid Code includes technical provisions governing:
 

1) Connection (procedure and technical requirements),
Scheduling and Dispatch, Operations, Planning,
Metering, general responsibilities of both EGAT and 
the IPP. 

2) Planning Code - The Planning Code describes the 
technical and design criteria and procedures to be 
applied in the planning and development of the EGAT 
system, including the preparation of the Generation 
Plan. 

3) Connection Conditions - This code describes the 
technical compliance required
connection to the EGAT system. 

before allowing 

4) Operating Code - These 
operating rules, other 
dispatch of generation. 

codes cover the system
than the scheduling and 

5) Scheduling and Dispatch Code - These codes cover the 
daily scheduling and real-time dispatch of 
generation. 

The Grid Code also include General Conditions which are 
designed to achieve thrie 
ends; a section covering

general communications between users of -the system; the
 
rules covering "unforseen circumstances", and the rules
 
controlling modification to the Grid Code.
 

Grid Code also includes General Conditions which are
 
designed to achieve three 
ends; a section covering

general communications between users of the system; the

rules covering "unforseen circumstances", and the rules
 
controlling modification to the Grid Code.
 

The Grid Code is sufficient in scope to satisfy any IPP
 
intending to invest in Thailand.
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4 ANNOUNCEMENT OF THE RFP INVITATION TO IPPs
 

:t is the Policy of the Government of Thailand to have
the private sector participate, independently or jointly,

to implement government planned pro3ects. The Government
 
has given a directive to EGAT for it to 
follow in the
future. The Government's resolution of 
12 September 1992
set 	the 
yea':s 1994-1995 for the invitation announcement
 to the private sector for their participation in the

construction 
of power plants scheduled to be online
 
during 1996-2002 as independent power producers (IPPs).
 

To follow the policy of the Government, EGAT, as the
purchaser, considered that 
 the 	 invitation should be
announced during September 1994 so that the 
private
sector have time to finish the projects as per EGAT's
 
schedule.
 

The preliminary directives for the IPP are detailed

the RFP and, from a policy perspective, are as follows: 

in
 

.) 	 The locations of the power plants will be selected

by EGAT so that they will be suitable for the

connection with the EGAT power system. 
 The 	IPP

still has the chance to propose the site of the
 
power plant.
 

2) 	 The power plants will operate as base load plants

with the generating capacity of l,000 MW for the

first period during 1996-2000 and 1,400 MW for both

the years of 2001 and 2002. Total capacity sought by

the first IPP solicitation will be for 3,800 MW.
 

3) The fuel for the power generation must be either

domestic natural gas, imported gas/LNG, coal or
 
orimulsion.
 

4) 	 It is the responsibility of the IPP to 
ensure thathe gets the necessary permits for the construction
and operation of the power plant.
 

5) 	 An environmental impact assessment (EIA) must be
 
prepared by the 7PP.
 

6) 	 IPP will build, own and operate the power plant and
 
also provide the fuel for the power generation.
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7) GAT w-I" set the technical conditions which are 
necessary i n order zo ooz:mise the Thailand 
Electrici-y system and maintai;: generation security. 

The ten-ative tine schedule for the :P? process is as
 
shown be;ow:

Prosoe:ve 8is .valuated ai~raredlin orer of appeal. Conplete engineenngAccoraig toand consructijonPPA KeeingIPPs preare of Ptect, f 

lds:N Comprenensve tecnnca EGAT My forme o progress. I 
Site evaluaton of OIds.
 

i Fuel Negotiations wYU1nest
 
Environmental offers ieacding to PPA
S BOI 

Sm-6 months 2 mnths2 W Stan of Corrmercal O:erauions 

MOU/HoA 
signed to 
asis IPP 

. fInances 

I Sept ,4 28 Feo 95 x ie-o (Uouia De delayed W 
Issue Bids PPA's M y EIA, or EIA rnuoe a PPA 
RFP Closed Signed C'onaiton Precefent) 

To support the above EGAT will establish an IPP
 
:nformation Desk staffed by bi-lingual (Thai and English)

professional staff able co provide assistance to
 
prospective UPP Bidders thoughout the bidding period.
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17 August 1994 

REQUESTS FOR PROPOSALS
 
"SOLICITATION"
 

NEEDS & PROCESS
 
nt ) "



IPP Launch 
Background (1): 
IPP Programme part of Govt. 
Initiative to partially privatise the 
industry. 

Follows SPP Programme and EGCo
 



IPP Launch,
Backgroundu (2e). 
IPP Contractual framework and RFP
 
developed February - May (4 months). 

Joint Effort. PWIEGATILegal Advisers
 

IPP Documentation reviewed 
extensively by NEPO Advisers, EGAT
 
and PW. 
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IPP Launch 
Objectives: 

Secure from the Private Sector 

0 Capacity and Energy at affordable prices
* Reliable Power available when required
0 Power Plants suitably located 
* Selected fuels in line with Govt Policy
* Dispatchable Generating Units 

• -M pk 



Capaci~ty Requirements: 

Year Start date of Cumulative 
Commercial Ops. Amount Amount 

(MW) (MW)
1996-2000 December 2000 . ,000 1,000

2001 April 2001 '1,400 2400 
2002 April 2002 1,400 j 3,800 

N' 
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IPP Launch 
Choice of Fuel (In order of preference): 

Renewable Energy - examples include:
Waste/Residues from industrial/agricultural processes 
Products derived from the above 
Garbage (eg Municipal Waste) 
Dendrothermal (eg tree plantations) 

* Natural Gas from Thai sources 
* Natural Gas/LNG from outside Thailand 
* Imported Coal 
* Orimulsion 



IPP Launch
 
Choice of Location (1) - As per issued
Guidelines: (In order of preference)
* Central Region (Upper Bangkok, Lopburi,
Ang Thong, Singburi, AYL'Zhaya, Nakhon 

Nayok etc)
* West Coast of Thailand (Prachuap Kirikarn,
Petchaburi, Ratchaburi, Samut Sakhon,


Samut Songkram)

* East Coast of Thailand (Chonburi, Rayong,

Chanthaburi, Prachin Bur)
* Other regions and neighbouring countries 

2r~ fW5 / IEST AVAILABLE DOCUMIE 
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'PP Launch
 
Choice of Location (2)g For the first
 
1,000 MW due to time constraints:
 

Maximums w/o transmission system upgrades
 

* Western area: 600 MW in Ratchaburi or 800 
MW in Sam Phran 

* Eastern area: 300 MW in Khlong Mai or 700 
MW in Ao Phai or 700 MW in Prachin Buri or 
200 MW in Rayong 

BEST AVAILABLE DOC:UMENT 
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IPP Launch 
Choice of Location (3) - For the next 
2,800 MW: 

Preference given to a division of 1,400 MW in 
the eastern areas and 1,400 MW in the western 
areas. EGAT will reinforce the system to 
support this as follows:
* new 500KV lines from Rayong to Nong Chok 

and from Tap Sakae to Sai Noi 
* 	IPPs located near the new lines will be easily 

connected to the grid._~ V, l 



IfP_ Launcn 
Other Requirements (Other than 
capacity, fuel and location) (1) 

* Prices for energy and capacity 
e Compliance with Environmental Laws and 

Regulations (non-negotiable) 
* Start of Commercial Operations not more 

than one year after required by EGAT 

SBEST AVAILABLE DOCUMENT 
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IPP Launch
 

RFP Evaluation criteria (1) 

Price Factors (60% weight in evaluation of Bid)
 

" Prices for energy and capacity 
" Term of contract (20-25 years) 
* 	Connection costs (As defined in PDP 

calculated and added to life cycle costs of 
proposed project). EGAT reserves the right 
to collect costs from successful bidder 

N-- Jr 
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RFP Evaluation criteria (2) 

Non-Price Factors (40% Weight in evaluation)
 

Viability of Pretect (25%). 
Level of development (14%)
 
Financial status of Bidder (4%)
 
Experience of Bidder (7%)
 

Fuel and Fuel Divdrsity (4%) 



IPP Launch 
RFP Evaluation criteria (3) 

Non-Price Factors (40% weight in evaluation)
 

Other Factors (11%) 
Dispatchability (2%)
 
Location (2%)
 
Exceptions to Model PPA (5%)
 
Structure of Capacity Payments (2%) (An
 
attempt to discourage front-end loading)
 

it" k 
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RFP Evaluation, Selection and 
Notification of Award (1) 
* Agreements awarded will be those considered mostadvantageous and responsive to EGAT's needs. 
- EGAT plans to keep all acceptable proposals open until

it has contracted for sufficient capacity 
o Successful and unsuccessful Bidders will be notified 

ASAP 

yL rzsBriLv 
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__ Launch 
Time Table 

Prospective Bids Evaluated and ranked Complete engineering and constructionIPPs prepare in order of appeal. of Project.. According to the PPA keepingbids: Comprehensive technical EGAT fully informed of progress.
Site evaluation of bids.
 
Fuel Negotiations with best
 
Environmental offers leading to PPA
 
BOI
 

-6 months 12 months- Start of Commercial Operations 

MoU/HoA 
signed to 
assist IPP 
finances 

1Sept 94 28 Feb 95 Timee 9ud bs aeiayeaIssue Bids PPA's ... 0.by - or EIA made a PPAClosedRFP Signed CondihiL,. recedent) 
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IPP Launch 
Negotiation Proces 
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Electricity Generating
 
Authority of Thailand
 

IPP Programme Launch
 
The Grid Code
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Rules for System Operation
 
Fundamental rules required 

o Planned system development 
@Technical compliance before connection 
* Central, economic, scheduling and 

dispatch 
e Central outage planning 
e Co-ordination of safety and system 

stability and security rules 



Reasons for the Grid Code 

* Benefits of integrated system only realised 
with central.co-ordination and control 

* EGAT's internal procedures require

non-discrimination between EGAT
 
generation and IPPs 

9 Rules must be transparent to IPPs 

-w"
 



Overview of Arrangements 
EGAT EGAT 
(as System (as electricity 
Operator) PPA Trader)

~encourages 

Grid Code,/ 

Grid Code Grid compliance PPA gives
gives system C PPA commercial
operation rules Code trading rules
 

EGAT Independent 
P owe n d er
(as 

generator) Power Producer 

( /
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The GRID CODE
 
Individual Procedures (1)
 

e Preface
 
-An introduction to the Grid Code
 

* Glossary and Definitions
 
-List and definition of main terms used
 

* Planning Procedure
 
- Preparation of Power Development Plan
 

*Connection 	 Conditions
 
- Rules for connecting to EGAT's System
 

- '	 AILC 
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Individual Procedures (2) 

* Operaiing Procedures 
- Demand forecasts 
-	 Maintenance scheduling 
V-Operational planning (the "Operating Programs") 
-2Operating margin (allocation of Reserve)
 
- Monitoring and Testing
 
- Safety liaison .
 
-Contingency planning (what to do in emergencies) 

,7,.
 



The GRID CODE 
Individual Procedures (3) 

e Scheduling and Dispatch Procedures 
- Generation Scheduling 
- Generation Dispatch 
- Frequency and Voltage Control 

e General Conditions 
- General Provisions (unforeseen circumstances) 
- Grid Code Review (how to change the Grid Code) 

CIfn~. 
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Planning Procedure 

o Integrated planning of the development of 
the total system 

9 Requires generators to provide planning 
data for new Power Plants 

Without these requirements EGAT 
would lack technical information 
on proposed Power Plants 

L• 
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Connection Conditions
 

* Ensures that only technically compliant 
plant can be connected 

* Lays down the connection conditions to 
which compliance is required 

These requirements protects the 
system from' technically unsound 
plant being connected to the system 

r "( -'-if- -- . .
 



* System planning 
- Demand forecasts 
-Maintenance scheduling 
-Operational planning 
- Operating margin 

* System safeguards 
- Monitoring and testing 
- Operational liaison 
- Safety liaison 
- Contingency planning 

Required for system operation under 
normal and abnormal conditions 

I ,7,, 
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Operating Procedures
 
Maintenance scheduling (OP2)
 

e Seven year rolling programme 
@Adequate opportunities for IPPs to argue

for particular outage slots 
e Final decision by EGAT (as system 

controller) 

C" ' ',I,
,1/ 
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Operating Procedure 
Monitoring and Testing (0P5) 

Gives EGAT the right to:monitor a Generator's performance anCall for a test of a generating unitSGives Generator a right t call f 
its own unit g t tcall for a test of 

BEST AVAILABLE DOCUMENT 
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eduling and Dispatch 

0 Optimum scheduling of all centralydispatched generation (SDCI)
-Requires daily generation declarations
EGAT required to schedule all generation

Central dispatch of generation (SDC2)-Lays down rules for acceptance and rejection ofInstluctions 
Dones form of Inntr,,..,,., * BESTAVAILBLE DOCUMENT 



Dispatch Instructions 

e Instruction must be accepted unless:- There is danger to personnel or plant ORItis not in line with Unit's characteristics ANDThere is not a System EmergencyGenerator is obliged toC.mply witI-nstruction (a "th--allowed) v O~,-~l"PY Withgh some tolerance is 
BEST AVAILABBLP DOCLMbENT 



General Conditions
 

* General Provisions 
- Obligation on EGAT to make Grid Code available 
- Derogations from the Grid Code 

- Primacy of interconnector agreements 
e Grid Code Review 

- Right of all parties to discuss Grid Code revisions 
- Regulatory oversight of decisions 

J AN 
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IPP Programme Launch
 

Power Purchase Agreements (PPAs)
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Model Power Purchase Agreement
 
Agenda 

1. Why a model PPA 
2. Basic principles 
3. Development security 
4. Operational security 
5. Availability incentive 
6. Energy incentive 
7. Force majeure and changes in law 
8. Conclusion 

Ln 
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Model Power Purchase Agreement 
Why a model PPA 

* Facilitate success in EGAT's broad-based 
IPP initiative 

- PPAs - long term commitment
 
- Competitive tendering to get the best
 
- Attracting offers which meet EGAT's requirements 

( - i!f"' 



Model Power Purchase Agreement 
Why a model PPA 

* Facilitate success in EGAT's broad-based
 
IPP initiative
 

-	 Model PPAs to specify EGAT's basic needs and
 
contracting philosophy
 

- Lay out EGAT's preferred means of incentivising
 
performance
 

- Part of framework'for evaluating bids
 
-
 Structure for future negotiation 



Model Power Purchase Agreement
 
Basic principles (1) 

o Value for money 
- Allocating risk to Party most able to control it 

reduce overall cost 
- Link to connection agreement; joint responsibility 
- In a broad-based IPP programme operational

capability and flexibility cannot be sacrificed; system
security is sovereign 

Unit based PPAs subject to scheduling and dispatch 

A Ilk 



Model Power Purchase Agreement-
Basic principles (2) 

a Value for money 
- Comprehensive definition of what IPP is offering
 
-
 Detailed description of pricing incentives 
- Use of service linked to operational need/value 



Independent Power Producers (IPPS)

Purchasing Generation Services 

'Available MW
 
[ Loading/ de-loading rates (MW/min)

0 Frequency response (speed droop)
 
* MVAr capability 
* Minimum generation 
* Minimum on/off times 
* Heat rates (fixed and incremental) 

(I"I 



Model Power Purchase Agreement
Energy and Availability 

o Separating availability and energy 
payments
 

- Availability payments to cover fixed costs
 
- Energy payments to cover variable costs 
-Availability payments shaped for contracted
 

operating characteristics
 

R F,, ft ,T4R1F PL l..F-IITn tj..' ....Cj 
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Model Power Purchase Agreement
Availability payments 

0 Dispatch indepeen

0 cover fixed costs of IPP
 

- capital costs 
 v,c1& 
-ixed 0 & M 

- debt finance 
-- return on equity

0 Tied to MW availability in each settlementperiod for each unit 
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Model Power Purchase Agreement
Energy payments 

@Energy payments to reflect contracted unitheat rates* Protection of IPP from dispatch riskAIlows EGAT to optimise across plant via
merit order dispatch.
Allows EGAT to optimise practice of
scheduling and reserve
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IModel Power Purchase Agreement..

Energy payments 

* Related to MWh dispatched per unit
 
e Covers variable costs per unit:
 

- fuel costs
 
-variable 0 & M costs
 

e Calculated for MWh dispatched in each
 
settlement period
 



Model Power Purchase Agreement 
Development security (1) 

' EGAT and Government want confident and 
experienced bidders 
capable of sticking to commercial operation datesstanding by bid promises on contracted operating 
characteristics 

L 



Model Power Purchase Agreement
 
Development security (2) 
* Development security fund 

-set up in tranches over course of development 
-returnable on successful development with relevant 

interest 
-available to EGAT in the event of default during

development 
-an insurance policy 

* Liquidated damages 
- insurance against delay in development completion 
- subject to ceiling 

W, Auk 



Conditions Precedent and
 
Contracted milestones

( Need to ensure commissioning on time
 
QSeries of intermediate checks to ensure
 

timely progress
 
*Delaying 
 each event to latest prudent 

moment 
* Example: Fuel contract 

- Heads of Agreement to be available at PP execution 
date 

- Fuel contract available at energising date 
J ' ( , ,f\ 
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"IPP must have a chance to rectify problemso EGAT must be compensated for
non-compliance with PPA cn EGAT must ultimately be able to take action

oComprehensive system of: 
-Conditions precedent, contracted obligations and

milestones 
-Liquidated damages and development security fund
-Cure periods followed by termination rights
 
- Step-in rights


( .. ,EST 
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Step-in 

e In the event of termination, EGAT can 
step-in
 

- If lenders do not wish
 
- Step-in is not obligatory
 
- Step-in does not imply assumption of liabilities 



Model Power Purchase Agreement 
Operational security 
o Unit based contracted operating characteristics 

-to facilitate efficient scheduling and dispatch 
o Payment incentives to: 

-preserve unit capabilities 
-encourage outage programme matching 

-following of dispatch instructions
 
- honest declarations
 
- maximum notice of problems
 

* Strong link to monitoring and testing under GridCpoe 
C--' e 



Model Power Purchase Agreement
 
Availability incentives 

Payment on basis of BAHT per MWh available 
per Unit 

, Higher payments for availability at peak times 
o Some payment during outages if as planned 
c.Reduced payments if: 

-contracted operating characteristics impaired
impairments in capability declared with short notice 

[21,,
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Model Power Purchase Agreement
 
Energy incentives 
3 Payment on basis of BAHT/MWh sent out per Unit 
* Payments linked to: 

- basic cost of fuel (agreed or as per market indicator)-

-

heat rates (GJ per hour, per MWh sent out, per operationprior agreements on minimum take (if applicable) 
SFocus of payments to: 
-sustain- incentive to purchase efficiently 
-sustain unit/plant fuel efficiencies 
- if this, then to preserve indifference to dispatch

* EGAT wants IPPs which are happy to obeydispatch instructions 
- , ,, 



Model Power Purchase Agreement.Force majeure, changes in law andTermination (2)Force majeure events typicalo Change in law events pass risk to FGATo Termination events require defaulting party toallow other party to proceed sens~bly to meetsystem needs
Main principles 
are that Thailand's electricitneeds must be met and that risks arecy
properly allocated between parties 
,/B 
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Model Power Purchase Agreement
 
Conclusions (1) 

* Need for model PPA which facilitates success 
in EGAT's broad-based IPP initiative; bid 
comparison on clear level playing field 

* Value for money includes need for enabling 
efficient dispatch 

* IPPs offered 2-part tariff; availability and 
energy, no dispatch risk 

-
,"I,,
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irower Iurchase Agreement 
%.-onclusions (2) 

o Unit specific payments for availability andenergy to incentivise best IPP performance instructure of best value to system
* Development security, force majeure, change
in law and termination clauses all designed toallocate risks to party best able to control 

them 
• Believe framework offers rational best start to
 

IPP offers( I" 
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PROPOSED ODIFICATIONS TO
 
REGULATIONS ON THE PURCHASE OF ELECTRICITY FROM 
 INDEPENDENT POWER PRODUCERS
 

(For Power generated 
from residue fuel 
or cogeneration only)
 

THE NATIONAL ENERGY POLICY OFFICE
 

February !gag
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At the National Energy Policy Committee (NEPCJ meeting on Octooer
 

24, 1988, the Committee approved 
 a policy guideline that would allow the
 

private sector 
to generate and sell electricity 
to the electric utilities. The
 

committee also established a time 
frame for the implementation of 
 the policy
 

gqideline. The first step was 
to establish, by the end of 
1988, regulations on
 

the purchase of 
electric power generated from 
 residue fuels or cogenaration
 

processes from 
 private power producers.
 

A draft of the regulations, which has 
now been completed, was a joint
 

effort between the Electricity Generating Authority of 
Thailand (EGAT), the
 

Metropolitan Electricity 
 Authority 
 (MEA), and the Provincial Electricity
 

Authority 
 (PEA). The major Points covered in the regulations include 
 the
 

encouragement of 
 private sector participation 
 in power generation, the
 
encouragement of increasing the use of primary energy 
 by-products and the
 

improved efficient utilization of primary energy 
in power generation. The
 

regulations also specify the characteristics of the electricity generation
 

Process, the procedures for 
the purchase of electricity from cogeneration or
 

residue Power producers 
 and the criteria for establishing purchase Prices.
 

The draft regulations will be discussed in 
a technical conference to Provide 
an
 

opoortunity for comment before the final 
regulations are issued. 
 The target
 

date for final regulations to be Published is 
March 31, 1989.
 

Applications for the sale 
of electricity by cogeneration or residue
 

Power producers to the electric utilities will be accepted three months 
 after
 

the official announcement of thc regulations and 
for such period after that
 

date until the amount of Power 
offered to the electricity authorities equals
 

the amount solicited. 
EGAT will issue solicitations for 
such power on an annual
 

basis. EGAT will reguest 300 MW in its first solicitation. The applications
 

submitted will be reviewed 
 by EGAT, c€ordinatini with MEA 
 and PEA, with
 

recommendations presented to the 
NEPC.
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(SAMPLE)
 

ANNOUNCEMENT
 

Reference REGULATIONS FOR 
THE PURCHASE OF ELECTRIC POWER FROM PRIVATE
 

COGENERATION OR RESIDUE POWER PRODUCERS
 

Following the National Energy Policy Committee 
(NEPC) resolution to
 
promote energy efficiency 
 through the generation of electricity from the
 
efficient utilization 
 of residue fuels or cogeneration processes 
 and NEPC
 
review, the electricity authorities have established regulations and procedures
 
for the purchase of electricity from such Dower producers.
 

The Electricity Generating Authority of 
Thailand, in conjunction with
 
the Metropolitan Electricity 
 Authority and the 
 Prov 4ncial Electricity
 
Authority , hereby announces that private 
 entities interested in selling
 
electricity to the electricity utilities 
are required to follow 
the Procedures
 

and guidelines as 
Per the aitached announcement.
 

Effective on.........................
 

Date of announcement ...................
 

......................................
 

(Mr. Pappet Chavanalikikorn)
 

The Electricity Generating Authority of 
Thailand
 

.........................................
 

(Mr. Anent Atilaksana)
 

The Metropolitan Electricity Authority
 

..........................................
 

(Mr. Veera Pitrachart)
 

The Provincial Electricity Authority
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REGULATIONS FOR 
THE PURCHASE OF 
ELECTRICITY 
FROM COGENERATION OR RESIDUE
 

POWER PRODUCERS
 

cantent
 

Definition
 

A. The 
 objectives of purchaning electricity from cogeneration 
or residue
 
proaucers
 

B. Characteristics of 
cogereration or 
residue Power producers
 
C. The 
standard requirepents of Privately owned power systems
 

D. Power purchasing proceoures
 

E. Criteria for 
Power Purchase
 

F. Purcnasing point
 

G. Ezoenses of 
cogeneration or 
residue Power Producers
 
H. Criteria for determining 
 the Purchase price
 

I. Terms of payment
 

3. Damage to electrical 
systems
 

A e Aoplication form for the sale of electricity
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REGULATIONS FOR THE PURCHASE OF 
ELECTRICITY FROM
 

COGENERATION OR RESIDUE POWER PRODUCERS
 

Definitions
 

. Cogeneration or Residue Power 	Producer' (CR) refers to an entity which g 

and sells electricity in accordance with the standards 
 of Power generating
 

Processes as stated in B.
 

'Electricity 	 Authorities' (EA) refers to
 

The Electricity Generating Authority of 
 Thailand (EGAT)
 

The Metropolitan Electricity Authority (MEA)
 

The 	Provincial Electricity Authority (PEA)
 

A. 	Objectives of Purchasing ELectricity from CcenertLon or Residue Power
 

Producers 

are as follows 

1. 
To encourage greater private sector iorticipation in Dower generation.
 

2. 	To encourage the utilization of primary energy by-products in the
 

generation of electricity.
 

3. 	To stimulate more efficient utilizabion of Primary energy for 
 power
 

generation.
 

4. 	To meet the nation's growing needs for generating capacity.
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8. Characteristics Of 
Cogenerti'n or 
Residue Power Producers
 
The Electricity 
Authorities will 
buy from the 
following categories
Power oroducers, subject 
to the limitations described 
later in 
these regulat,
 

1. Electricity 
generated by utilizing renewable, 
waste 
or reLicue
 
fuel from facilities sized 
less than 50 MW. 
 Renewable, 
waste
 
and residue fuels 
include but 
are not 
limited 
to agricultural
 
waste (such 
as 
sugar and rice harvesting and 
Processing Products
 
dendrothermal projects, wood, municipal garbage biogas, hydro,

wind zincd any other fuel except oil, coal, 
lignite 
or natural
 
gas. Electricity generated using oil, 
gas coal or ligni:e

from triese renewable, waste 
and residue 
 acilities 
will als4
 
be rurchased under these regulations provided 
tnat generation

from residue 
or waste 
fuel represents at 
least 33 
Percent of
 
the annual generation of 
kilouatthours at 
the facility.
 

2. Cogereratea Pover from facilities using any fuel 
where the

ratio of useful thermal 
output 
(thermal energy made available
 
for use in any 
industrial 
or commercial 
process, 
or usez in any

heating 
or 
cooling application) to 
total energy output is no less
 
thars 
10 Percent 
on an annual 
tasis.
 

C. TheStanard Reu rements 
 of Prve 
 -Owne 
 Power Systems
 

Cogeneration 
 or 
 Residue Power Producers 
 wishing 
 to generate
distribute electricity and
to 
the state-ouned electricity utilities 
are required
abide by to
tre established 
safety standards. In addition, their power 
lines, when
connected 
 to the puolic utility 
 system, 
 must adhere 
 to 
 the technical

specifications 
 as set 
 by each electricity 
 authority 
 accordingly.

Interconnection reguirements are 
appended to 
these regulations.
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D. Power Purchasing Procedures
 

The 
 procedures for purchasing electricity from Cogeneration or
 

Residue Power Producers are as follows:
 

1. CRs wishing to sell electricity to the electricity autr i1 es lust 

submit their aoplications at the Electricity 'enerating Authority of Thailand's
 

rieaoQuarters at 
Tambon Bangruey, Amphoe Bangruey, Nonthaburi Province.
 

2. 	 In addition to the application form, other documents 
 detailing the
 

following information are also required :
 

2.1 	The juristic entity registration tr, the Prospectus.
 

2.2 	maps showing the location of the plant and its layout.
 

2.3 	A description of the Power generating site.
 

2.4 	Details of thermal utilization in the product~on Process of 
the
 

Plant ana the characteristics of the 
Power generation
 

process.
 

2.5 	Descriptions of details of 
electricity generators, prime 
movers
 

nd their technical specifications.
 

2.6 	Single line diagrams and metering and relaying diagramb
 

illustrating how the Plant to connected
is be 
 to the Public
 

Power system.
 

2.7 	The amount of power consumption and the proposed procedure
 

for supplying power into 
the 	Public power system.
 

2.8 	The number of 
power generator operators the facility will
 

employ, ana the requirements for operator educational 
levels and
 

engineering licenses.
 

3. The result of the application will be announced within 90 days 
 after
 

the 	submission 
of 	all the required documents.
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4. EGAT will make the standaro contract 
attached 
to
8vailaole these regulat'cr,s
to CRs approved 
to sell electricity 
to the EA. 
 CRs may, 
at their
Ption, negotiate non-price terms 
of 
the standard 
contract 
with EGATrequirements to Suit the
Of the facility. CRs approved 
to sell electricity 
to the EA
rec.irea are
to sign a contract 
with 
EGAT within 
one Year after 
the date of 
approva!.
 

E. Criteria 
for Power Purchase
 

The criteria for 
Purchasing electricity from 
the 
CR are establisied
 

as follows:
 

1. EGAT will 
be the sole Purchaser of 
electricity. unless the 
CR,
 
E5AT and MEA 
or 
PEA as appropriate 
agree otherwise.
 

2. The electricity 
authorities will 
Purchase electricity from
 
facilities 
that meet the 
Characteristics of 
a CR as described
 
in Section 
B in 
an amount 
up to 
the amount 
solicited.
 

3. CRs may not 
sell electricity to 
the aiectric 
authorities
 
without 
a contract 
for 
the sale 
of that Power.
 

4. The CR is required 
to submit permits for Plant
 
construction, equipment installation, and 
electricity Production
 
and distribution 
no more 
than eighteen months 
after 
the signing of
 
the contract.
 

5. In 
the event 
more electricai 
capacity is 
offered 
to the
 
electricity 
authorities than the amount 
solicited
 
(300 MW 
in its 
first solicitation), 
the electricity
 
authorities 
reserve 
the right 
to select 
those 
CR proposals

that best 
meet the 
requirements of 
the electricity 
authorities.
 

6. The 
electricity authorities retain the right 
to inspect 
the
 
CR's electricity 
distribution equipments and 
to
 
request 
the correction of 
defective equipment 
if does not
 
meet the 
requirements of 
these regulations.
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F. 	Electricy t PurChas3ng Poimt
 

Tre Purchasing Point is designated 
as 	the connecting point 
 bet.ee
 

the 	CR's lines and 
the main Public power system.
 

6. 	Expenses of CR
 

1M	Ma, stM _oe Con eQonC 0 t 
The total cost of connecting Power to the main system, namely, 
the costs associated 
with electricity distribution, metering,
 
safety measures, and additional operating expenses incurred
 

by 	trie electricity authorities must be 
incurred by the CR.
 

2. 	 L qj me_nL._e jo n cqsts.
 

The CR is required 
to pay all inspection costs
 

as stateo in E.7, 
whether the inspections are Prescribea by
 
the electricity authorities or 
requested by the
 
CR. The CR is required to pay for 
such costs within 30 days of
 
receiving Payment notification from the electricity authorities.
 

H. Criteria 
 orDeteriningthe Pvrchse Price
 

Prior to its solicitation for Purchases of electricity from CRs, 
EGA!
 
will establish 
 a 	level 
for capacity payments to projects accepted in- that
 
solicitation. 
 The level of capacity Payments will 
be 	established based on 
 tht
 
estimated capacity 
 costs of new generation units planned by EGAT in 
the time
 
;eriod 
covered 0)' the 5olicitation 
.	 For the purpose of Its first 
solicitation.
 
the level for 
capacity Payments will equal 2640 8aht per Kilowatt Per year. 
The
 
capacity value, in kilowatts. will be allocated in a 
manner shown in the
 
capacity Payments section below.
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The energy price will be announced on a yearly oas:L, ard w1. 
commence on the first day of each calendar year. The calculation will be 
performed in a consistent manner each year. 

bLwr- -- .- LLaL.load_..r_ the Price will be 
calculated by adding 
25t to the average energy costs 
and
 
operating and maintenance costs incurred 
by EGAT's thermal
 

power Plants during 
 the Prior fiscal year.
 

rttoloade 
 r a the price will be calculated
 
Dy addin; 25% 
to EGAT's average energy cost 
incurred by EWAT's
 
thermal Power 
Plants during the 
prior fiscal year.
 

If. however, EGAT 
estimates that 
the energy costs 
it will avoid by

purchasing 
 from cogeneration 
and residue plants 
in the calendar 
 Year eceeds
 
the values specified above, 
 then EGAT will pay CRs 
 the energy costs 
 it
 
estinates 
 it will 
avoid by Purchasing from such facilities for 
 the calendar
 
year. EGAT 
ShLil Provide 
its 'stimates 
of the energy costs 
it will avoid and
 
the details of its calculation to 
the National Energy 
 Policy Committee 
 for
 
review prior 
 to each calendar 
 year. Such avoided energy costs 
 will be
 
calculated 
on 
a bahts Per kilowatthour basis for 
Peak, Partial 
Peak ana Light 
Load Periods.
 

Capacity Payment
 

The Annual Capacity Value of 
the term of the agreement will equal
 

eaht Per Kilowatt Per year (2640 Baht 
for the first solicitation).

(Ezplanatory 
 note : the annual figure of 
2640 baht proposed 
 for the first
 
solicitation 
 is equivalent to 
220 baht Per Kilowatt per month A
; attachment 

outlines 
 the method used 
to 
derive this figure.] 
The mOnthly Capacity Value
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will 
 equal the Annual CapacIty Value multiplied oy the Monthly Ratjo for 
 ea:
month, where the Monthly Ratio is EGAT's 
 Peak electric demand for tne 
corresponding month 
 in the prior year divlded by the sum of EGAT's twelve
 
monthly peak electric demands for 
the Prior year.
 

The monthly capacity payment for the term of 
the agreement will equal 

the Monthly Capacity Value multlplieC by the Net Dependable Capacity of 
 the
 

facility. The Net Dependable Capacity of the facility shall be defined as 
 the
 

lesser of
 

(i) The Monthly Stated Capacity ; or
 

(ii) Monthly Peak Capacity minus [10% x (Monthly Stated 

Capacity minus Monthly Peak Capacity)]
 

where
 

Monthly Stated Capacity is the 
amount of dependable capacity that the
 
CR intends to provide to EGAT. The CR will 
specify Monthly Stated Capacity in
 
kilowatts for each month in the year at the time of 
contract signing. The CR
 
may respecify 
 Monthly Stated Capacity at three year intervals following the
 
contract signing based on 
the actual experience of the facility
 

Monthly Peak Capacity is equal 
to the sum of : i) .7x [PeLk Period
 

kwh deliveries in month/ (.Ax hours in Peak 
Period in month)]; and (ii) .3x
 
(Partial Peak Period kwh deliveries in month/ 1.8x hours 
 in Partial -Peak
 

Period in month)].
 

EGAT may propose allocation factors other than 7O 
 Peak Period and
 

30% Partial Peak period In subsequent solicitations.
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-- - -- - - - -- ------------

The 
 energy and capacity Payments described above 
shall 
be increased
 
by a Percentage 
value (loss factor) equal 
to the estimated reduction 
in system

losses that the 
CR will Provide. 
 The loss factor for 
CRs aeliverzng Powel to
 
the 
transmission or subtrancmission system (above 15000 
votts) 11 
be ..!0% in
 
1989. The 
loss factor for CRs 
delivering at distribution voltages 
(at or below
 
15000 votts) 
 will be l0.38% 
in 1989. [Explanatory note 
: attachment 
 8 snovs
 
EGAT's tabulation of 
transmission and 
distribution 
loases; 
the 1987 values have
 
been used in 
this proposal.) 
EGAT may however, conduct a 
loss study for any CR
 
that it believes will 
reduce losses by 
less than these loss factors. 
 If the
 
loss study shows 
a lower value of 
loss reduction then EGAT 
 may employ Such
 
lower loss factor. 
 Thc loss factor will 
be adjusted annually based 
 on EGAT,

MEA and PEA average transmission, 
subtransmission and 
 distribution 
losse3 
 for
 

the prior year.
 

Purchase Price 
a (Energy Cost + Operating Costs 
 M
Maintenance Cost
 

of 
EGAT's thermal plarts) * 25%
 

Purchase Price 
z Energy Cost of thermal plants 4 25%
 

Note that 
the 3 perioos are
 

Peak 
 18.30-21.30
 

Partial Peak 
 08.00-18.30
 

Light 
 21.30-08.00
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monthly Payments for 
the purchase of electricity 
wiJ be maje
 
30 days upon the receipt of 
Payment notifications.
 

J. Damages to -themain Dower system 

The CR will be held responsible for all 
damage cone 
 to their ow,
 
power system if the 
cause 
of damage originates from within their own plant.
 

The CR will 
alzo be held responsible for al' 
damage done 
to the mair
 
Public power 
system if the damage 
is caused by 
the CR's operating 
 error
 

or by a failure of 
the CR's own eQuipment.
 

Not.e Any 
CR wishing to 
Purchase electricity from 
the electricity 
 authorities
 
must follow 
 the normal 
 Procedures established by 
the authorities 
 for al
 
prospective users. 
 The Purchase price from 
the electricity authorities 
is the
 

same as 
for other customers.
 

-13N
 

IA: 
T 



------------------------

Form EGAT RF-I 

Receipt No
 

Econom ic Policy Division ..............
 

Date Receivea
The Elec:ricity Generating Authority of 
Thailand 
 Signed. 
 ............
 

(Receiver)

ArOL:CATIOt, FGR ELECTRICTTY SAL[
 

Address............ 
 ...
 
Date ........... Month............ Year 
........
 

Name. ........................... 

Age ....... National ity


Race ............. 
... 
Home address number 
........... 7 rok/Soi
 

Province......................... 

..........................................
Telephone number
 

...............................
''.....
 
I am submitting 
the aoplication in 
the capacity of
 

Name of the company 
 ..................
 

Hea acuaters address ''''.............*,................................
 ................................ 

Telepn one 
number
Plant 
location...................................... 

Telep hone number 
.... 

1 hereby submit 
this aplication form for 
the sale of electricity 
 to
the state 
 electricity authorities. The 
following 
additional 
 documents 
 ar:
 
a:a C: . 

1. The 
Juristic entity registration and 
the Prospectus
 
2. Maps showing 
the location of 
the Plant and its 
laynout.
 
3. A description 
of the Pover generating 
site.
 
4. Details of 
thermal utilization in the 
Production process of
 

the Plant and 
the characteristics of 
the Pover
 

generation Process.
 

5. Descriptions of 
details of 
electricity generators, prime
 
movers and 
their technical 
specifications.
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6. 	Single 
line diagrams and metering end relaying diagrams
 
illustrating how the plant 
is to be Connected to the
 

Public power system.
 

7. 	The amount of Dower consumption and the 
propose,
 

Procedure for supolying power into the Public 
Power system.
 
8. 	The number of 
Power generator Operators the faci.ity ri2
 

employ, and the requirements for operator's
 

educational levels and their engineering licenses.
 

I hereby certify 
 that the above information 
and the documents
 

attached 
are 	true and correct.
 

Signed..................... App licant
 

(.................... 
 . ...........
 

Position ..........................
 

- )S 

rfESr AVA! ABLE DOCUMENT 



Attached documents
 

Descriptions of Details of 
Electricity Generators
 

and Prime Movers
 

.
Power jtenerator
 

- Type of electricity generator 
 " Frequency (Round Per minute)
 

- Capacity (Kilowatt per unit) 
 - Power factor (W)
 

- Rated Voltage 

- Engine condition
 

- Rate Current 

- Manufacturer
 

- Rotation 
(Round oer minute) 
 - Serial number
 

- System (Phase, line number)
 

2. 	 Pri- ..move

- Type (combustion, thermal gas turbine, steam turbine) 

- Horse Power
 

- Rotation
 

- Fuel (Diesel, natural 
gas, etc.)
 

- Number of Piston or stage
 

- Engine condition ()
 

- Manufacturer
 

- Serial number
 

Detail of the Safety System
 

- Amp. Meter 

- Fuse
 

- Volt meter 

Cut-out
 

- Demand meter 

- Circuit Breaker
 

- FreQuency and Kilowatt hour 
meters 
 - Relay
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(SampIe)
 

(EGAT Trademark)
 

ANN OUNCEMENT
 

THE PURCHASE PRICE OF ELECTRICITY FROM
 

COGENERATION ON RESIDUE POWER PRODUCERS
 

With reference to the regulation for the purchase of electricity fro,
 

Cogeneration or Residue Power Producers, the Electricity Generation Authorit:
 

of Thailend will buy electricity, during the 1989 fiscal year, based on the
 

following rates.
 

A. 	Energy Price
 

A.I During the Peak load Period 00.80 Baht/kwh
 

A.2 During the Partial peak load period 00.80 Baht/kwh
 

A.3 During the light load period 00.75 Baht/kwh
 

Capacity Price 220 Baht/Kw/month
 

The above Prices are effective as of October 1. 1988.
 

Announcement date : September 30, 1988
 

(Mr. 	Paophat Chaovanalikikorn)
 

General Manager
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Attachment A:
 

flethod for Derriving
 

Avoided CaDacity Cost
 

Scur:e: 
 POP 18-02 P 35-36 Summary of 
Sources of Financing :9!9
 

Cc rm tmentL
 

Bang Pakong Combined Cycle BloCk3 
 (300 MIl) 5198.25 million U.S.
 
Bang Pakong Combine Cycle Block4 
 (300) 
 169.96
 

Krabi Lignite Unit L 
 (75) 
 119.72
 
Nam Phong Combined Cycle 
Blocks 1-2 
 (210) 
 167.50
 

rae nor, i.nl: ; 
 (100) 
 251. 33
 
Lan Krabu Combined 
Cycle (steam turbine) (50) 
 50.08
 

Ne Combined Cycle Blo:k 
1 
 (300) 
 207.52
 

New Lomnined 
Cycle Block 2 
 (300) 
 170.58
 
New Combined 
Cycle Block 3 
 (300) 
 187.09
 

5ani Pakong Thermal Unit 4 L UOU1 ELU ...
 

Total 

2735 MW 
 $1934.36 million
 

Average cost/KW 
= 
1 1,934.36 mlllion/2,735 MW 
u 1707/KW 

r. Thailand Foer Tariff Structure study, a 12% annuity over 15 years is used,
 
or a.1275 
annual factor. 
 Adding operation and maintenance 
cost to this (note no
 
:azes in calculation) gives about 
a 15% annual charge rate.
 

$707 1 .15 x 25 6aht 12mo/yr x 220 Baht/kw-month
 

dollar
 

Operation and Maintenance 
- 1918 ' Othor Generating Expenses'/Installea MW
 

2,593,000,000 Baht/6,894,200 kw
 

376 Baht/ku-yr,
 
Operation and Maintenance /Capaclty 
cost a 376/(220z12) a 14.2% 
Annual charge rate x .1275 x 1.142 
a .146, or approximately 15% 
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0 Year 

-

10 
E 

1980 

198L" 

0 1982 

.1983 

1984 

1905 

1986 

1987 

Sotes r 

KM 


LEVII. OF Cn~UMTlw, TPUJV~GMSSIWC WU DISMIuouri WarSES 

Inergy 
 Gcnerating losses Tranninssion and Diatributisc.Generation lo ,: Total Losses
Substation louocsJ 
 (tEA anil 11-A) 

Vh G1kC"I 
 Gli I Gk 

14,753.73 590.45 4.00 503.95 3.96 845.13 5.73 2,019.52 13.69 
15,959.97 612.29 3.84 842.06 5.20 870.24 5.45 2,324.59 14.57 

16,801.95 602.49 3.57 917.49 5.43 870.52 5.16 2,390.49 14.16 

19,066.30 

21,066.44 

659.05 

830.10 

3.46 

3.94 

901.17 

931.63 

4.73 

4.42 

1,157.17 

1,336.86 

6.07 

6.35 

2,717.30 

3,090.58 

14.25 

14.71 
23,356.74rn 1,022.81 4.30 1,167.20 5.005.0 1,392.43t324 5.96.6 3.582.44 15.34 
24,779.53 1,010.03 4.08 1,335.30 5.39 1,483.63 5.99 3,829.04 15.45 
28,193.16 1,15-4.68 4.10 1,211..46 4.302 1,714.43 6.08 4,080.52 14.47 

I/ Incluffing IUiA and PrA Sub-rransimnsfion,
P1J3ductloa of street lighting, udninrj and construction used.about I P'.rcent tran-ninssion loss was due to thr. co nLssioning of.e tbli-Mlia Tako 500 kV line (4x795 M-i ACSR conductor per glase),energized at 230 kV; the ubich is b--irlInstallations of reactive pwer cmpensation equipmentstatic VAr such asontrol (SV) at Chumflion and shunt capacitor banks. 

RES T 
*,,.;[,Et h"" '" i,
 

-I 

.-U 

0 

& : 

*1 



Sheet . 

0267C 

MASSACH.USETTS ELrCTRZC CC.!PAv 

REQUZE. TSFOR I TERCc:;NEc:c OF QUAI::F::;
S~IL POR PRODU.CSRS AND C-GZ.T4 ;';::MASSACHUSE:TS E 
 CCMPA. 

Any Small Power Producer 
or Cogenerator ("QF") wishing to
inter:onnect with 
the Company's electrical distz:but;on system,
meet the recuirements set forth'in this policy before 
tne CoM:an.: 
will interconnect with the O.ceOF. inerconezed, the C . 
may disconnec from the OF if the OF departs from this Policy's 
requirements. 
 The OF must return to 
full compliance with this
 
poll.:, prior 
to reconnecting.
 

1. 
 To prevent inadvertent and unwanted re-ener;ja=-%:n of 
a

dead Coxnany line 
or bus, 
the QF must install and :nain:t'n the
 
following equipment:
 

A. A circuit breaker must be installed 
to iso>-'2 
 the QF's 
generation from the Company's system whenever the Com:an., 
side of the interconnection is dead. 
 A voltage
 
transformer must be connected either phase 
to Phase, or
 
phase to ground, 
on 
the Company side of the ci--'--
breaker. 
 The voltage transformer must su:',.. an
undervoltae relay. that will open the ci:=:u: t:eaker nen 
voltage is at 
75t or 
less of normal voi:oze ant prevent
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the closing of the circuit hreaker untj; CZ) any Vott 
is restored to normal. If the volta-e 
tr sor-e. is 
connected phase to grout, it must be raed for phase 
phase voltage and have a Ioading resistor to Frevent 
ferroresonance. 
The voltage relay must have time dela
using suitable interlocks, the QF may disable the
 
undervoltage relay whenever the generator is not runnin so that the QF's load will remain ccnnected to the Com: 
during abnormal voltage conditions on the Ccmpany's
sylstem..For 120V systems, the voltage trans.ormer mav bE 

omitted.
 
B. The Company shall have the right to open the 

interconnection at any time to maintain the line. Themay continue to generate to mee: its own loads, but must 
have an open switch at the interconnection. The omen
switch must have a visible air break that can be locked 
open, tagged, and grounded on the Cornyany side by Compa 
personnel.
 

C. QFs operating induction generators do not require the 
protection described in this paragraph : unless the 
Company specif ically finds that Protection is required 
during its interconnection inspection.II. To prevent interconnection 'while out of svnchroniz3t=on, the C 

must install and maintain the following equipment:
A. Two voltzge transformers with correct polarity and .hasi 

be installedmust to synchronize the generator
Compan:v, s:stem. One 

with the 
shall be installed on each side c 
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the circuit breaker. They shall supply a syfchroso.-,emonioring the primary system that must be energized
 

- before the circuit-breaker 
can be closed.

B. Non-direc-ional overcurren. :relays su:olied by cr--e,

transrners in the generator circuit must be installedwith a setting suitable to detect an out Of-hase 
connection. 
The relays shall be designed to trip the
 
circuit breaker
 

C. 
 The circuit breaker used for synchronizing the generatcmust be capable of withstading at 
least twice the circ-.
 
voltage. Also, it must
cu-rent be capable of interrupting theproduced when the generator, at 
full voltage, is
connected to 
the Company's 
line 1800 out of phase, which 

may -cduce more current 
than a short circuit.
D. This paragraph i shall not apply 
to QFs cperatiag 

induction generators.
 
To detect and prevent ground faults, the QF must install
 
an maintain the following equipment:A. For interconnections having a transformer bet'.een the 
generator and the Company with an 
ungrounded winding at
the Company voltage, 
a voltage transformer must be 
installed and connected phase to ground on the CompanySide of -he transformer or the Company side of a circuitbreaker. The voltage transformer must be rated for the
circuit 
phase to phase voltage, and have a loading
resistor to prevent ferroresonance. 
 This may be 
the same 
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voltage transformer used 
under paragrap :A. One 
undervoltage relay and one overvoItage relay s-:- . 
-his voltage transformer must be instaile! to detect 
ground faults and trip the appropriate ci4:=:- braae-, 

under paragraph IA. The voltage relays must have ti-e 
delay. The requiremens of this paragraph ::.; shall.
 

apply to single phase interconnections connected pnase 

phase. 

B. or- inrterconnectionz having a transformer bet-.een t"-e 
generator and the Cc-manv with a grounded winding a: th: 

Company voltage: 

(i) Three Phase Interconnection: A st-udi must be 
performed to determine whether a voltage or a curren
methcd of ground fault detectio- must be used. 

(ii) Single Phase :nte:-r-cnnect-,zn: No 3-e. . 
fault detection method is needed as it is provided under 

paragraph IA as dead line detection.
 
C. For interconnections having 
no transf-ormer be:een te
 

generator and the Company: 
(i)480/277V Systems: 
 A voltage transformer must be 

installed on each phase connected chase to ground "- -:n a. 
undervoltage relay on each transformer. "he relays snal 
be designed to trip the appropriate circu-.t trea er :er 

a time delav. 

(i)Z08/L2GV Systems: An undervoltage relay must te 
installed on each phase connected phase to ground. The
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relays shall be designed to trip the aPPropriate crcuit
breaker after 
a time delay.
 
(iii) 12 0/240V Single Phase Systers: When the ge.erac
240Vt,two undervoltage relay's must be nz:a :.e, ar:connected from each side 
to ground. 
When the generator 1
120V, one undervoltage relay must be installed and
 
connected to 
the same 120V side as the generator. 
 These

relays shall be designed to trip the apmropriate circui
breaker after a time delay. 

D. This paracrah.U.. shall not apply to 's -" 

induction generators.
IV. To Prevent frequency outside permissible limits, the QF shall 

install and maintain the following equipment: 
A. A voltace transformer with 115': or 120V normal cu-=ut, 

c-nnected 
to either the generatc: voltage 
or the Companv
voltage, must be installed to suply an urderfrequency 
relay and 
an overfrequency relay. 
 These relays shall bedesigned to trip the ap.cropriate interconnection c;rcui
breaker after 
a time delay. The permissible l.,-its are 
approximately 59HZ to 61H:.
 

The frequency relays 
 not expected
while the 
are to operateQ is interconnected with the Company. They

:hould not be ccnnected to the generator ."e of t-he 
Ciri-t breaker used for synchronizing. 

3. Irduction generators do not 
require frequency relays.

-" 
prevent voltage generated outside permissible limits, 
the CF
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shall install and maintain the following equi:,-,,en-. 
A. (i) Three Phase Cenerators: 
 A voltaae t-r 3 r.-: 

connected phase to phase or phase to grcu.-d at. 
Company voltage must be installed to su='.Z vcta 
relays when a three Phase generatc: is used.

voltage transformer is connected phase to grou-:, 
must be rated for the Phase to phase vol:ae and
 
have a loading 
resistor to prevent ferroesonance.
 

It may be the same voltage transformer ins-a''e 
meet the requirements, of paragrap.i zA. 

-, 

An 
undervoltage and an overvoltage relay must te
 
installed to trip the appropriate interconnection
 
circuit breaker after a time delay. 
 The per.,-issi.': 
voltage limits are approximately 1147 to 1:S; 

120'7 is the normal.
 

The voltage relays 
are not expected ta opera:
 
while the QF is interconnected with the Cc,-ar.v. 

By using suitable interlocks, the F m-a, 
disable the voltage relays whenever the ce,-e- a-r 
not running so that the QF'S load 'i remain 
connected to the Company during abnormal ":o:age 
conditions on the Ccmpany's system. 

The voltace transformers may te ccnn~ez..A to 
the genera-tor voltage level wi th su-:Z " 
in the relay settings to compensea :- po-e 

transformer ratio.
 
(ii) Single Phase C neratcrs: 'hen :he qener tr 
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is single phase, the voltage measurement will be made on
 
the phase used by the generator.


B. No 
voltage transformer is 
needed 
when the 
interconnect.. 
n
 
is at 
120v.
 

C. 
 The voltage relays must 
be frequency compensated 
to have 
the same calibration at frequencies 30iz to 
90HF.


D. 
 An undervoltage relay must 
be installed for 
inducticn
 

generators, but the overvoltage relay 
 S notrequired.
 

Te'urde.voltage 

relay is 
not 
or~ina1, required for
induction
 

generators having 
a capacity of 3OKW or 
less.
 
Vr. Additional Information and Requirements:
 

A. 
 The Ccmpany may require the QF to discontinue generating
 
or 	 to disconnect from the C,=,anv' s system whenever oth,!r
CLst=-ecs ccmplain ab.out 
poor electrical service ancthe
 
Company believes that 
the QF's generation 

the
may be 

cause. 
 Interconnection 
may be resumed 
when it 
is
 
determined that 
the QF has 
not caused 
the condition or

when the QF has taken corrective action satisfactory 
to
 

the Company.
 
.
 The Company will assist communication ccmpanies 
in
 

determining the 
source 
and 
type of interference caused by

the QF intercornnection with the elect-rical clrcut..
C. The Cc,-.any sh,,lt hzve the 
right to 
automati
all
3 reclose
 
circuit breakers after they 
have tripped Open without
 
determining whether the QF is 
keeping the circuit
 

energized.
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D. The Company 
reserves 
the right to refuse to 
i r.'eC 7.:7e 
or 
to discontinue 
an interconnecion, 


with 
a  :
 
(i)The anticipated voltage flicker will 
be obec:z-4j
 

to 
other cust=-es.
 
(ii)The antiziDated voltage regulation b;,P~ 

Objectionable to other customers.
('i;

(-;)The anticipated harmonic generation and wavefo-, 

disv)r~in will affect communication facilities.
 
(iv) The 
limits of toleration for fl;cke:, 
vo,aze
 

regulatJon and 
waveform dis.tort-on, 
as defined &,aopropriate standards, have already been reached 
on the
 
Circuit due to previous interconnec.ions 
with QEs or 
ot
cust-me
rs.
 

-. The my not
.ust reduce the 
reliability 
or 
the =o'-,e faz-:
of 
the circuiLt 
below the 
level 
that ex-s:ed
 

QF's interconnection.
 

F. 
 The Company shall have the right 
to review and 
approve 
-
interconnection plans and the specifications for equi-m=.e

proposed 
to be used by 
a QF before effecti.
 

= an
 
interconnection.
 

G. " 
Before 
the 
initial interconnection 

and as
 

thereafter, 
the Ccm.any shall have 
the right 
:o c.tCU,.:Za
 
or check the 
relay settir.gs 
and either test 
or t.eZ:
 
testing of the 
relays. 
 The relay: must 
be tesctd =,/ the
QF on a periodic basis, 
not 
less than once every four
 
years.
 

.
 The C?..-.ust not add generators 
or 
repolace gerera=:3 
-


http:settir.gs
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a different t.pe or larger size without 5- . . f.';-the Company ard complving with this porequirements. The'QF may, however, reduce generation 
withou. 
noti:e-


I. 
 The Company may transfer the di-, .c adifferent substation, change voltage 
levels 
or uSe t-ecircuit for underfrequency load 
shedding after providi..C
 
the QF with notice.

J. 
 Te 
 must coordinate 
its protective relaying wi,t theProtective devices 
on the distribution cir:ui-, ard ifnecessary, install special relays and cc-:r.-.!n;Zi;-n, suc
as pilot 
wire protection.


K. Te 'F nust provide protection for 
its ecu.Me..- arn
remove all faults -frm the Com anv cIrcu"It in a :.an:-e:that cccrdinates with the circuit pr::ecti. Thec"shall be solely resmonsLble for the protection of 
its own
 
equ ipme nt. 

L. The attached diagram provides an example of the minimu-
Protective requirements for interconnection 


with and
operation of 
a OF's generators 
 Note that small ;nduct-ngenerators require significantiy less protect:on and are
considered 
on 
an individual basis.
 

Effective Oace: 
 March I,1 
4
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RIaULATIONS ON THE PURCHAS OF ELECTRICITY FROM INDElEDr POWER PODUCEs
(For power generated from residue fuel or cogeneration only) 

THE ELECTRICITY GEMATING A OLRTY OF THAIAiD 
TH MROPOLITAN E-ECTRzcr y AUfloRry 
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December 1988 
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FORWARD
 

At the 1/1988 National Energy Policy Committee meeting on October 24,1988, the Committee approved a policy guideline that would allow the private
sector to generate and 
sell electricity to the 
electric utilities. 
 The

committee also established a time frame for the implementation of the policy
guideline. The first step was to establish, by the end of 1988, regulations on
the purchase of electric power generated from residue fuels or cogencration 
processes from private independent power producers. 

A draft of the regulations, which has now been completed, was a 
joint
effort between the Electricity Generating Authority of Thailand (IAT), the
Metropolitan Electricity Authority (MEA), and the Provincial Electricity
Authority (PEA). The major points covered in the regulations include the
encouragement of private sector participation in power generation, the 
encouragement of increasing the use of primary energy by-products and the

improved efficient 
 utilization of primary energy in power generation. The
regulations also specify the characteristlcs of the electricity generation
 
process, the procedures 
 for the purchase of electricity from the independent 
power producers 
 and the criteria for establishing purchase prices. 
When
 
finalized, the regulations would be announced to the public.
 

Applications 
 for the sale of electricity by independent power
producers to the electric utilities will be accepted six mounths after the
official announcement of the regulations. The applications submitted 
will be
 
jointly reviewed by all three electricity authorities. 

-2-
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(SAMPLE)
 

Reference RULATIONS FOR THE PRCI~& OF El ECrRIC POWEP FROM PRIVATI 
INDEPENDENT POWR PRODUCERS 

Following the National Energy Policy Committee resolutionenergy efficiency to procthrough the generation of electricity fromutilization the efficof residue fuels or cogeneration processes, the the electric 
and procedures 

authorities have established regulations 
for the purchase

electricity froa independent power producers. 

The Electricity Generating Authority of Thailand,Electricity Authority the Metropolita
and the Provincial Electricity Authority herebythat private entities anno

interested in selling electricity to the electriciutilities are required to follow the procedures and guidelines as per th 
attached announcement.
 

Effective on 
...........................
 

Date of announcement ...................
 

.....................................
 

( r. Paopat Chavanalikikorn)
 
The Electricity Generating Authority of Thailar
 
...................................
 

(Mr. Anant Atllaksana,
 
The Metropolitan Electricity Authority
 

......................................
 

(Mr. Veera Pitrachat) 
The Provincial Electricity Authority 
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R UI.ATIONS FOR THE PURCIASE OF ELECTRICITY FROM THE PRIVATE INDEpDE 

POWE PRODUCERS(For power generated from residue fuel or cogeneration only) 

Contents
 

Definition 
A. The objectives of purchasing electricity from independent power producers

B. Characteristics of independent power producers 
C. The standard requirements of privately owned power systems 
D. Power purchasing procedures 
E. Criteria for power purchase 

F. Purchasing point 
G. Expenses of independent power producers 
H. Criteria for Determining the purchase price 
I. Terms of payment 
J. Damage to electrical systems
 

Attached Application form for the sale of electricity 
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RM4TIONS FOFVR MI-Y 
 M OF Fr I MEPjr m pMa
(For power generated from residue fuel or cogeneration only) 

Definition 

"Independent 
Power 
Producer" 
 (IPP) refers to 
an entity 
which generand sells electricity in acordance with
 

the standa of power generating Processe 
as stated in B. 

"Electricity 
Authorities" 
(EA) refers to :
 

The Electricity Oe"ratiQ9 Authority 
of
 
Thailand (EaAT 

The Metropolitan Electricity Authority 

(MfEA) 
The Provincial 
Electricity 
Authority
 

(PEA) 

A. Objectives ofPurhas Electrc from t Poer 

are as follows 
1. To encourage greater private sector participation in power generatic
2. To encourage the utilization of primary energy bW-products in the 

generation of electricity.

3. To stimulate more efficient utilization of primary energy for 
Poi',r
 

generation.
 

S. 
 eristit 
 of 
 eCna 
 ect 


The 
Electricity Authorities will consider buying frM,the
categories of power producers 
followin,
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1. 	 Electricity generated by utilizing residue fuel ; 
2. 	 Cogenerated power optimizing the ratio betwe%.- waste heat and 

electricity generation by taking into consideration the heating 

requirements of that private entity. 

C. 	 The Standard Requirements of Privatey-owned Pover Systms 

Independent power producers wishing to generate 	 and distribute 
electricity to the state-owned electricity utilities are required to abide by 
the established safety standards. In addition, 	 their power lin.-.s, when 
connected to 	 the public utility system, must adhere to the 'technical 
specifcations as set by each electricity authority accordingly. 

D. 	 Power Purchasing Pro-edures 

The procedures for purchasing electricity from independent power 

producers 	are as follows:
 

1. IPPs wishing to sell electricity to the electricity authorites must 
submit their applications at the Electricity Generating Authority 	of Thailand's 
headquarters at Tambon Bangruey, Amphoe Bangruey, Nonthaburi Province. 

2. 	 In addition to the application form, other documents detailing the 

following information are also required : 

2.1 	The juristic entity registration and the prospectus. 
2.2 	Maps showing the location of the plant and its layout. 
2.3 	A description of the power generating site. 
2.4 	Details of thermal utilization in the production process of the 

plant and the characteristics of the power generation 

process. 

2.5 	Descriptions of details of electricity generators, prime movers 

and their 	technical specifications.
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2.6 	Single line diagrams and metering and relaying diagram 
illustrating how the plant is to be connected to the public 
power system. 

2.7 	The amount of power consumption and the proposed procedure 
for supplying power into the public power system. 

2.8 	The number of power generator operators, and the operator's 
educational records and engineering licenses. 

3. The 	 result of the application will be announced within go days af 
the 	submission of all 	the required documents. 

4. 	 IPP approved to sell electricity to the EA are 	required to sign 
contract with EQAT within one year after the date of approval
 

E. Criteria for Power Purchase 

The 	 criteria for purchasing electricity from the IPP are establis 
as follows: 

1. EGAT will be the sole purchaser of electricity.
 
2. The 	electricity authorities will purchase electricity from 

licensed IPP only. 

3. The generating capacity and the amount of electricity 
supplied to the main grid by the IPP must receive prior 
approval from EA and must not exceed 50 MW. 
The amount of electricity purchased will be 
determined by system capability and security (in 	accordance 
with 	the authorities' technical standards).
 

4. 	 IPP is required to submit permits for plant 
construction, equipment installation, and electricity production
 
and 	distribution on the day of the signing of the contract. 
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S. 	 The electricity authorities reserve the right to determine the 

starting date for the purchase of electricity from iPP. 
6. Officials of the electricity authorites are entitled to operate
 

the switching system in the IPP's power plant, 

though IPP may be allowed to operate the system 

themselves. Ir the latter case, private producers must 
observe the aithorities' switching orders to ensure the 

maximum safety of both party's operators. 

7. 	 The electricity authorities retain the right to inspect the 
IPP's electricity distribution equipments and to 

request the correction of defective equipments if necessary. 

F. 	 Electricity Purchasing Point 

The purchasing point is designated as the connecting point between 
the IPP's lines and the main public power system. 

G. Expenses of I" 

1. 	Main system power connection costs. 

The total cost of connecting power to the main system, namely, 
the costs associated with electricity distribution, metering, 

safety measures, and additional operating expenses incurred 

by the electricity authorities must be incurred by the IPP. 

2. 	 Equipment inspection costs. 

IPP is required to pay all inspection costs 

as stated in E.7, whether inspections are prescribed by 

the electricity authorities or requested by the 

IPP in addition to all additional operatind costs 

incurred by the electricity authorities. IPP 

-8-
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is required to pay for such costs within 30 days of receiving 
payment notification from the authorities.
 

H. Criteria for Determining the Purchase Price
 

The purchase price will be announced on a yearly basis, and wi
 
commence from the first day of each fiscal year. The criteria for determi 
the purchase price are based on the ways power is discharged into the pu 
power system; these can be classified into 2 types.
 

n pe 1, If the amounts of electricity and the time periods of dischar
 
power from IPP 
 into the public power system are unreliable the purchase p: 
will be calculated by adding 25% to the average energy cost incurred 1W m 
thermal power plant during that particular year: 

Purchase price = Average Energy Cost of EGAT'S thermal Plant + 2M 

rZ If the power to be discharged has high degree of reliability dur 
the 
peak load period and if the amount discharged remains fairly regular 
purchse price will be calculated according to 3 separate time periods as fol 

1. During thelpak load period, the price will be calculated by adding 
25% to the combined total of the energy costs, operating 
costs, maintenance costs, and depreciation costs incurred by EGAT's 

thermal power plant during that particular year. 

2. During the partial peak load period, the price will be calculated 1 
adding 25% to the combined total of the energy costs and 

the average operting costs incurred br EAT thermal power plant 
during that year. However, the amumt of electricity priced at the 
partial peak load rate must not exceed the average hourly peak load 
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demand. The amount of electricity supplied that exceeds the average 
hourly peak load demand level will be priced at the light load rate. 

3. The purchasing price during the light load rate will be priced at the 
same rate as Type 1 purchase price. " 

Fines IPP agreeing to the type 2 contract will be
 
subject to !ines under the following conditions: 

1.IP failing to meet the peak and the partial
 
load supply agreements will be fined 10% of the value of
 
the amount of electricity undersupplied.
 

2. If the amount of electricity supplied annually from
 
IrP is lower than the amount agreed upon for three
 

consecutive years, the purchase price will automotically 

revert to the Type 1 purchase price. 

1/ NOTE 

Peak 

P'a7':aIse Price = (Energy Cost + Operating Costs + Maintenance Cost
 

+ Depreciation of thermal plant) + 25%
 

Partial Peak
 

Purchase Price = (Energy Cost + Operating Cost of thermal plant) + 25% 

LightLoad 

Purchase Price Energy Cost of "herml plant + 2S% 

Note that the 3 periods are 

Peak 18.30-21.30 

Partial Peak 08.00-18.30 

Light 21.30-08.00 
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I. 	 Term of paymant 

Monthly payments for the purchase of electricity will be made wit 

45 days upon the receipt of payment notifications.
 

J. Damages to the main power system 

IPP will be held responsible for all damage done to their own po 

system whether the causes of damage originate from within their own plant 

from the public power system. 

IPP will 	also be held responsible for all damage done to the pubi
 

main power system wbetJier-the damage is caused by a failure of their 

equipment orh, h phli -ovu-s~yrei. 

Note IPP 	wishing to purchase electricity from the electricity authorities mu
 

follow the normal procedures established by the authorities for 

prospective users. The purchase price from the electricity authorities a 

the same as other customers. 
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Form MAT RF-1 Receipt No ..............
 

Economic Policy Division Date Received ...........
 

The Electricity Generating Authority of Thailand Signed ..................
 

(Receiver 

APPLICATION FOR ELECTRICITY SALE 

Address ...................
 

Date........... month............ Year ........
 
Name ........................... Age ....... Nationality ............
 

Race ............. Home address number ........... Trok/Soi ..................
 

Province ........................ Telephone number ............................
 

I am submitting the application in the capacity of ..................
 

Name of the company ............................................................
 

Headrpaters address ................................ Telephone number .........
 

Plant location ..................................... Telephone number .........
 

I hereby submit this application form for the sale of electricity to 

the state electricity authorities. The following additional documents tre 

attached. 

1. 	 The Juristic entity registration and the prospectus 

2. 	 Maps showing the location of the plant and its layout. 

3. 	 A description of the power generating site. 

4. 	 Details of thermal utilization in the production process of 

the plant and the characteristics of the power 

generation process.
 

S. 	 Descriptions of details of electricity generators, prime 

movers and their technical specifications. 
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6. 	 Single line diagrams and metering and relaying diagrams 

illustrating how the plant is to be connected to the 
public power system. 

7. 	 The amount of power consumption and the proposed 
procedure for supplying power into 	the public power system. 

8. 	 The number of power generator operatrs, and the operator's 
educational records and 	their engineering licenses. 

I herely certify that the above information and the docu 
attached are true and correct. 

Signed ..................... Applicant
 

.................................
 
Position ..........................
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Attached documents 

Descriptions of Details of Electricity Generators 

and Prime Movers 

1. Power generator
 

- Type of electricity generator - Frequency (Round per minute) 

- Capacity (Kilowatt per unit) - Power factor )
 

- Rated Voltage - Engine condition
 

- Rate Current 
 - Manufacturer
 

- Rotation (Round per minute) - Serial number
 

- System (phase, line number) 

2. 	 Prime mover 

- Type (combustion, thermal gas turbine, steam turbine) 

- Horse power 

- Rotation 

- Fuel (Diesel, natural gas, etc.) 

- Number of piston or stage 

- Engine condition CX) 

- Manufacturer 

- Serial number 

Detail of the Safety System 

I. Metering and safety equipment 

- Amp. Meter 
 - Fuse
 

- Volt meter 
 - Cut-out
 

- Demand meter 
 - Circuit Breaker 

- Frequency and Kilowatt hour meters - Relay 
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(Sample) 

(EAT Trademark? 

ANNOLNCLr 

TH 	 PURCHA PRICE OF ElECmICITy FROM PRIVATE INDEpENDrr PO$'Mt PRODtX 

With 	reference to the regulation for the purchase of electricity from 
independent power producers (for power generated from residue fuel 
cogeneration onl), the Electricity Generation Authority of Thailand will 
electricity, during the 1989 fiscal year, based on the following rates. 

A. 	 T purchasing price 00.75 Baht/kwh 
B. 	 T purchasing price 

B.1 	 During the peak load period 00.91 Baht/kwh 
B.2 	 During the part ial peak load 	period 00.80 Baht/kwh 
B.3 	 During the light load period 00.75 Baht/kvh 

The 	above prices are effective as of October 1, 1988. 

Announcement date : September 30, 1988 

.......................................
 

(Mr. 	 Paophat Chaovanalikikorn) 

General Manager 
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ME MOR A HOQ-U 

PTE€ : Ftrruary :: "::r 

From : -ohn Levtt 

t c:r c0r*r t. 

TOC: Or. ri'xsvati Aranand 
N' rec tor , Nati c.rot I Enter-.y roii c). o'ff ic . 

SUBJECT Drflt mo -d!J Po.wer Purc'az.. A . ,.mciit 

Attached Plete find a droft ower purcase areirment for use uitt 
coeneraion and residue/renewable/waste energy power projects. 

-1
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AGRFEMENT dated 
as ef
 

and the Electric Generating Authority 
 f Tta lna 'E '
 

APTICLE 
I
 

S Itr tir, ter.r, to 61r. nd or, r' t cc. t9eri .erfueIe' e I c .r re.it ric r,ws o r , 6c in racner 
 i ty {th. "Fcijjt.'! 
 I o..LeU 

The Facility 
 wiIl have c 9enerntir, . aC, i
 
approx imately 


kilowatts.
 

Subject 
 to the folloving terms, 
 Sel1er agrees 
to sel 
 anC ,.Eagree-
 to purchase 
 the entire Net Electric Output of 
th,, Facility.
 

TCLC 77. 
 DFE'L"' -'7 

;;,eriive-
 u ed in this Agreement, tht fc licr'ing ter, !hall te jefir 

as follows: 

... e.-." 
 c shall mebn the 
eir.:triic Ly.tem of
the ' t ri,- -t ,, of 
EA T an /or

the Metropolitan Electricity 
Aithorit, on/, r the 
Prc.%vn-;.n Electricity Authority.
 

var t i , ... tin,., in the exercise 
or reaso)nable judVe,ent 
in lig.t of the factfknown Or tti1 , }l hrvt be j,, hr,', n p. decit ,. tine f, r, .cjst1.have been ep.,ct, t o accomoljsh Lh,, desired result in a Manne;- cOnsi3t,nt uitIr, regulaticn, 
reliabilit 
, su-fety, envircnmertal 
Protection, 
 economy 
 ar..
expedition. 
 With respect 
to the Facility, Good Utility Practice 
includes 
 bt-'
is not limited 
to taninq rea-conatle 
steps to 
provide that:
 

c uz, !e me rteri{ cl Is, re sour c t! nc sutpp es,

!%,a i atl
-v . I t, frj Ct thte r,.;. i it y, need!; 
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2) tlfi c -.
t c.r, t r rFar!r..,net 
are avtilabit an, I e
 

adeguately eyverierc,.- , tra.nel, and lic'ensec 
t.
 
or,eraIte 
"h r, "
:-It r . .. 

re sr ,ncin,: 
t , emer .tncy lcr ,(,,{ i , 
" h ,htr t
. e c

f to c cr~ .,: r,r-rot 11C V:a .tLLa, c: -.
 

r E..F c J-'tef' r , r-n Pt or,; c, tha t rror:t 

re-'i'.Ie !-or,-,-tetrm encd safec or.orrat iCn, Ivrer t 

rerf¢r.red ty trL'r,-,d and experir,cid 

,ers I ,e I .'t- iz ng c.rcPer ecutirment friCt:,oi
I ;
 

(( .-":,ror~ri lt r r,'.o-r ir,9 eii, testr ,r.,; 6-ne t,, e otit' t. 

t.tCqt,..
oe, I C . e t in a r. t ,a,ir . , c r r,
r-: fe vc.r 
: 7 ., un i . k- ke-.A th e en re t o,1 i?or ., .t e 

tn ; i:to-,rit 
 ?r o,' , t:e ner6 .arP :.fd !iti t t nSn 

cc.itne ti...h , f-€fe 
 i.nL.K-.. r ,- !,, 
 u c ! r. f tv, dr n
 

%,(.IthZ C¢' rrent , f"- nt-erc) 
 r:it z4ti:-n i I !C, t(:. 

f.oritr ..,nt r (, 1 " '*e.t te r.C s S"el . ... 
 . .. 

-
_- -,r1 ear, 125 percent the everl,ge energy
 
Li - ---- .
 

cosL incurred 
 by C'tAT' therr,,a 
 r,owr plants duriti9 the prior 
 fi-cal yeer
Sc. c L '- C.r, r -,,j R-te f¢.r 1'S9PIS 

Li11* L'.ad nA,.y rr.re 
uill be recalcjlatce 
in the safe manner ,nntir.y
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n(irI ny:u~inmv net. theorraj pc-wei Pl'll 3 r'T acdds tc t 
ad~justed1 on the 
first Ctv Of e&Ch Ctillend8' Ye-er,
 

t L t ,, f. s c f m~ 

*. "' Ut,'Ut i vft!.34~ I*ILIIr in Fvw:, po2rjuz i r,~~-. n
 
Prr-c it 1 P r i c 0Ntt E Iec t Ou tcrit ULr t,u wr 

Per i rd in ont ,)]m I f Er)A T re,2w!t~~!~ to di~z.Cr-ti.-!,. I 
M-r t I- : cLr s aer yt r :Itrh.i ttedIr ti UIt : $Il I.Ith , 5uro ';LIj 
# ., I ' Atj. heh -; in Peakv ocrindj end/or hoursi in P jI.t rc 
c s o oer, tt ,~'I rer , -it E17AT reov~etAt, -i 
d',:Iivcri. 
 of Ale.:trjc ity . jfd* djuitments to the c- cua *c.. ji i:J 

be 'r-zCC.,~ lor r ~ *'>Ir Elct.±cCC'L~. - I-;. !,d Fer 

cors onJ n :tn't i t1)c r jio,-y sa , di by-. d t .o sum cf Er~ tw 
mCrtiL i*~ fl.I t ced5r,d f or th rr ir i, y- r* 

~~~el nern 11 ut Seller stall t-ve '.ect~ c:',tr,7
 
tIh -1,. t eelr iit ! tc,bc e'no:rat d a t th e F , ci j 1 t!psj 1 t0 E,; 

*~ ~ cr.~ .;i t!tr~ ~ iilhj . ubject only :.thto. di-cc iC're6s &.&y 
lot: GA ,1l for purrcjse:1 nf ,nss.oijn-. !ef , :, Ij~i~1 Ci ~~EA ,,e inc~:uc! :cc'flc-oc,c rori ;rfei, tj.,,ti in ter~ 

t c o'.1lI, only to th- *ctit pcr~rit t:- ;1 At,~i Cf toc' th 

stil r t tosean 
 to: onI lo t eett ri 

.l tL - shall mean all hour! fre~e 8..^3 4IM. to ~. 
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Peak EUnergy 
 1e * ShbIl mear, 125 percent of te 
sum Of averz
 
encroy 
 cost anC Oocrating 
inJ maint,;'are co:ts 
ir.curreC 
 by E,' s tn-
. - .. lts .Lfir,9
Co tic 'rj. f !Cl.; ; r (Octnt--). 
 A C CuIA'.ljo:r,l o(,f


Er. rg/ R tr fo 11E', is aLCt - ,-',,.'.
Tile Pe k -. 
 ' t; i: .. " :u;,.
in the .ame mariner k(..IIu.1; (io(, ud in any r,., tAr al row,.r r..nr s E^ T ac
 
t, 'ts sMstr;. ) ,ar-l wi1 b- aijtt.i 11 th,
... fi'St ,;-.Of 
eac, calcr.r 
vear.
 

oqt l- t.!! n.eLr, all hours from (..30 p.m . t, 9. :0 . ,..
 

"-. mear, any ptrt? rrovidinq ccnT tru 
ti n c 

Lerm n,;nt fin nc 
 ,.o-f th Faci I it!y. 

.-.L L .,;..._ __ !; r
stho L, in S,hetq u le [ t o . 
r .vid . , 
 - ... or,-
 t. ,th execution of thi; A're.moert]. m!Seller 

re.,ccUf 
 Mor.th'y Strted 
 C& acity at three 
 yeer interv-I.: 
 flIIuing 
 tr
 
execution of 'hi A.r'-'fe,.nt be:ed on the opc -atir2 ,perien.:- cf .1. r e.il ty '
 

.RTICE
.: . TEr 

T.hi term of this A. reemiert $hall extend fcr 
a Pericod of 
 Year
 
(5-20 years 
to be .b'cte by S..l,cr if 
Seller desies caoacity oaymnt 
 Dlu
 

. I •C..., . rl l *, I ,. r
' y s el)r , e h. r c.,r t e lr*i thl i 'r w o.n I{y e n e r 

oaYments 6iII he mu.,, if ti 1c tv'ry is l'!s than 5 .ars], teginnind C(n Ihe date5 le *ir!t cvI'i v,r;IIer : .,' r ) 
.( M .T. 

Nt titL .rC tir,e 
prceding pareqrph, EGIT 
 Imy terf,,inpte t,i:
Agre.mont t
if Sell,:.r 
 e! nol (a) obtained 
 all permits necessary 
 for tht
 
ccn Ftruct. r, of the Facility; and 
(b) begun a continuous Program 
 program 01
 
constructi'-, 
 L.ot: within 18 
months after the execLtion of 
 this Agreement.
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ARTICLE IV. TjRMS OF SALt
 

Oesigjn .enl Const-uction Pquilcm.nt;
 

S ll fr gre e! th.t the FEcility sh -l) b t designed end corstr ki: 

a pl.I ii.(.,eful life of less thenot than term of t,.iS Aqrcf.niet, a; the 

of the Utilizzition of construction meterial.t and equjipent arc it! ope 

an 0 maintenerc,! in accordance with the requirements of Good Utility Pra 

Sqljfr cha1I ensure that 611 equipment us.ed in the Facility, all l e!a : 

constru,:tcd and tested in accordance with the applicable code, anij standa 

v(.T.i t n eretic.r, cf the Facility for the term of this Agreems.rt in acco 

Ltch , Utility Practice. 

S"of -lect-*. it) 

Celler !hall sell and EGAT shell purchate tit Nc t Electric 

'hcn 3:1 if availablc at 
the price specified in ARTICLE V. below. 
 EGAT 

to 
 acctr~t delivery of the Net Electric Output. EGAT shall not, 
 however
 

liable for 
 an'! damages arising from its inability to a,;cent dcivcry 


electricit, 
 that the Facility is 
ctherie5 cLvat]e of ctncratinv if
 

r.0prates in accortdbnce 
with Cooo Utility Practice aod prompttly re .tores
 

at-i lit.
 

All ecuipment and fecilities, connectedo to Le E;ctrij F s.tea,
 
be installed and maintained in 
a safe manner, and in accordance with
 

Utility 
 Practice and applicable regulations. If rt 
any time the operatioi
 
the Facility endangers the safety of personnel, or interfere4 with the 
sa
 
reliable operation of 
the Electric System, EGAT may discontinue Purchases
 

Stler and disconnect from th;' Facility until 
 sucr condition has
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cor-ecteC. UrILesE an merqgery cxists, 
 EGAT shall civc Sc ier -easona,c 

r.rt ice of its intenti.r tc oi.connect rlfrom 	the Facility Lri dCsco't:n .
 
c i,rr, a:: f -:1, . er, a n c , w ,.rr Dr a'ct , owC suitabUIe I., ,,.,,.- ; . t. 

r'., t" ;rtfrfcrinp C.C --,,e 	 T ° ' ti 	r. EG., e e t - Tu~ajt
..r. t 

d iisc .nti nue r. ci
cu, o r-ur c,ha ss :I, a. nnec tior, of faci lit i,?.u . ,-t' , "e r ) 

sha I br .l&oe ir accc,rcJ.rnc. itr, C.od Ut liry P rtice. 

Commer, ng as of the Cc-mmercement Date of OPeraticon, Seller shall: 

(I) operate ard 'lrantalnthe Facility in ucCorbr, witt, 

GcCd Util."y Frr tice. SeIlIcrr I I pr Cl.(;, C AT o th 

SUt;€,. fo n t :.'L.F CC-AT mo y rr,:t 1t t I:- de-t tr -.ire 

whet he, thr Facility is teir I co'erated aro m l.itainec; 

u;.- Ce.: effc *! to ffi .ize deliver- of tl.;ricity 

fI"..!:. 1t,,hrL,.:._, * ; our~nV, = ."Feri ,..; 

C!) 	 cfprc.vioe EG;.T, rt Er/t'" request, an estiff,.te 


electricity tc te -old on t montrly basis Tor a,.
 

Period ;r=: f e-..; Er ;;
 

(6) 	 Provide EGAT, at EGAT's request, &r e.r.tLte 0 tr amount 
of elec:riciti tt-.t trie F6 * ity, i a a i of : i , ( 

(5) 	 provide for scmediled mLbintenenct of the FCilit: 

during pc ioc,'. designated tY ECAT. CC-T s.hJ I desiVn te 

such ,er jods for each calendar year in wr itir,V r', teie 


the rrec.dire Septtember. The periods designated 

t',) E . T sr.aII t sut ject to Seller's aprc, I6l .ricr.shalI rot 

t, i r iciO nle .i (.,.Jritenanc, durir,: ,uch ,'tricc ! is 

i,;¢cn.i t ;. th aocid Utility Practice or .eller's steam 

re uirfner,tt Cr rs-Cue futI constraints. 

BEST A\iALidBLE DOCIJ li 
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(6) providc EGt 7 .uch .u; ror:inV ir,tor m tir..r, r ' t 

til r:. at ECAT may reac.nabjy reouest. 

Thet '- i 't.C.tf t 0n.Lc P,t. Je t ,rC,. ed by ! e ,1 ,.L r.., r " 

( ) ( st, p r nc n iti nc entt ano a t.o..,e r,,'. -1 ca.Sed cms aent a 

't . ! . S er~c JIeulL M&de, t., cirsaI e. - t!I tot S, l not LI on
 

S, Ir h ' i h .. r.rr,., in.t , n f .rin ECAT, U 1Ctveq! i a - - . t ,, ,
aI , 

.. a: ?t . r i:: '." ,i very more then ten percc'rt CI.* i c,' Ie i, 

recent s *.r. or !.hedu .i:Provided undt r subparagraphs (3) or (.) arbove 

T r ie. ". )ce..r, ize tha t emer.gencir,, a..'c Gert-, . .: e, t 

f o r ,-s! ma j .t vr ,, r- . ' it t : a,,d e r, r tur i fr o ft .sc h ,:d Lule ¢ '- -n e r a t io n . S$%'1I 

rc,, v.r egree.s to us' all rt-tlsonable efforts to prc,,t8 r-Lun,e s.1recu. 

Len 1 s. ctterwiSe reoue steC; ty EGAT 5eler 6 11 ,rer'e , -e Fac ii 

at t ,Ir. roe,,r fe , r durinn' Li,.ht Load F.ricd:., .) 1i :n L Vere ,I . 

c..rioa tor, ;, inetr percent ( C0-) power factor 0uring er. ard FirtiaI F 

"
 .r o • ff Sel Irr lacks the capacity to operate the Facility at a nir.
 

.i C r,.rc-"*o' r Iaettr (or fr.il s to so ortra te tlc Faci t re',c. ! 2t: ,y 

F ; "7 . i 6 ., a L Z IelI '.r' epe:n e, apazitor . ,* ', . . , ; ,' eQ,. i 

- .*.r* th&t cIectrici," ct.n te deliverec atIvct pover factor. 

tl'. FrAT' ! equest , Srlller shall opfrote ?t such (.ter c''ei Ic.: 

r Cit?'ti.,, level as EGAT specifles. In no case, ho.ever, will Seller 

. fratea t¢u:.. utsice of the renge of the Facility's ct.: , i1ity 

ort r win#.t T t'r .re AQji oment manufacturer's recomperidations. 

-8
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If EGAT W-V Se rler tafl . ert# r, l:?; y i, 
uh a voltage 
S -ul, ,'rovide y EGAT
l 


IeCi .:
I 

vc.ItA e , fl"- . JV.C e g.
 

e d~ . vtf~r. e F L_~ a 
.€'ller a(,,'e : to
u ' [,i tre 
FC.,j ip% 
to oi';atc,, 
r.' NAT. 
 :
 

ar,-es to "icroatch the Faci!i t., as a lj-t Pun Facility'.; ,V( ,,, ,•rN t F'A7 - reauest, Upcr. S hour-, r or r,r jtjCe , fha! the F cijljty 
nt deliver
 
ct, G 'u7n, f. , . r. r-ja. a s 
tc EGAT aecr s n a tc s S., e r a' re. ,,: 

- ' E . r ; f t, o ,f .r ;o c r Th e ," r t i c f . e r t h e ; 
.¢I ' i .'..- $ I n, r ' *: .j t'1h.:..r . p,!r1 6or . 

~ A~- :hall iay .ell,.r re !tin, of
 

t , , ., . :-, 
t ': : te ru,o the proazict of 06 
Saht .cv owz: t !imes the Montel )' Pat i, tj ,,et trc lesser 

:( toe Statedof Monthly %oacity; or
 

. (rMonth;r,. * :tete. C:I~~'City minus lo'nthly Peck 

Ce rut . ' 

to a Nonnt , Iy ener'-), charge rQuj to the sua. 0, 
(ii N:t Eictric Outtcut during Peak end Prt ial Peal: 

cr icCi multiplied by Peak 
Energy Rete; 
and
 

( i t E clectrric Output durin; Li9r, t Load Perio$s 

:glti:-l1Cd by 
Licrt Load Energy Rate.
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t' i _'LJ h 6Ldt. flert Z't CV ' (' !tt tnt 

in 


t- r ;i .:. a I I, it on - am, 


. c. ii'otie r. in t..ir'r tc t . a , E A. 

t c u, t r)vr r vi a r,ro._l r 

" 
........ ,{'' ¢,,liry "e.,, ' • Fat . irl, e a,ju"tOP a ur,,i ,
 

Z.'t El'!'l *: t,'~nr- ~t":~ (*r,~C r~'~ 
"'"e. st.J ., a o,-iente32 v ,., *'Lo- tn rrf It^ eere d uci -f los es ae F.tor't 


re~.. cf it,-F,-cij~,' TP, L', r ,tcr f,, ri. : e . : i : e'q L; r. .
 

S l .n, r' t rI in d i,,J w,
~forcot
r 

a~ a 1 ' t tli 

-
. a 

r.:*-. t. .... - ll .. f f~.'- ~ (r b d e n ; 'P'" 
'-1c01-ty. t : t e rilI reeLt t ,!v. 

aeet hilrI.,n t.l thrq e-mcial if ear ' 

,t v'-'tf a . !-! ') sn C,;.'&. 'oie!" 1 . . s reO ie . r. FGAT APelI :' 6+.' 

'" .. . .. : -)*.r. The, LO. s Fact -" wi Il e a'djus.to a,,,ueO I. 

:l .L :.1 " r" _ rA C''r E oir.riE:.', '.* r,!n en+[,' P+ L fon s!:io + t :u.c.: 0- t t.; Ic' suc ), , tcr.c.' t r: c~ c '' Iabe' 

T , nt, y Ca tC Ch arIge 6.ii if P. bfr r. a t.,!r.,..x ,IC rel .l t 

r 

'.L' , 11 o de un.,.. th~t i , t ' ,Piz,I r'~t. ' L:3 - i6 tn 

su c hM t,i I I 'F. t 1i - r e t-ees t C. l l1 C,v .uch fr, r ,a .*n,.1 t o v r, e t,e ', : , 

$uch b I nq in' r ia t on as EGAT may req'ielit. 

EG,AT .'i,I P a ) .e I Ie , w i iir,tr,irt; (t0 . t.r r e c .. 

•vor e t EG AT. E .A. ,,..- d i sr u t C all o r an y, . jr t of a n y t i l l b y m ! i i r 9 

.... r w.rI t e, , tCt itr~ o ,it h in t hir ty (30 ).s ¢f re cei t .:f .uc. t 

:,a J notoL~ff -10-I in 

http:a'djus.to


Ty r, en e r. f CT 

.'*e t iI rv'I uncier ART: E 

*.Cu't rt c r. ' ~ Sr . C~~v r 

f frf C1 af ter 'itLt., no~t ice tP.r. 

* '~..i c'lY Materit! '.!r!~:! *'* 

d s cFtra t C~Lrun.e~r, tnds A jreeme:ii c::v 
Cr~ C I 

orr Ce t I 't L C,~lF~p 

p e re. r.r: f~ r- C,b i fc'~-*~ 

oL i re .uch tLrtt,er C. Ld' V .N, r 

I! .'f F 

It i.Lexpret.fl) uorlcePtc tt'ft a Project Lendirr may cure 
enr' Event
 

Of Dtk~t.na ! l' ! 'h -12-r~e' V J .'t ,! er wit in rn ir,, 

http:expret.fl


N.t Erun.. at-cr, of Events of Default hereur,ae r 1 not 0'! C.in. 

to limit or exclude the rigjht 
of the parties tO seek remedies at law o

radaimage. for tthIe t.r e . ( I Yy' CtIe CLIt gLt i ,r. CerC Ur, . 

[. __.: ''t_._.._.."'',' :. , Eve,,t '..f Pc .l Io'' C u -~d b (5~ 

'- i,~i.' Pa:f ai OC. r rCCt* t r
 

thc nOn-rlIC.fbjl~jg, Partv 
mo, by notice in 
writirg, terminate th Atree.re,. 

O ;." .i- C - ? I..'I I . 

C Ki t r: L e r f c.r.r i' Cr, ,*ur jC . ¢.llcr It- .1 thin tiirt"
 

days o:f te 
s. r. n) thij - eement rruvida E'.AT with a written development 0 

:,v:tt: n:; :rto;ert or,6,! milettonet. Seller sreell include, at a sini
 

mile.tone %:atr for fin nc;-rl 
closin7, permittinv, constrL,::ion stai'c cat,;
 

exrectec 2 L t f6 cf -itcti i ly. Selt, srzl ;rovide it 
s , it Progesi in neeting each of the milestones
 

i : rrve loi-l,, , lbn. :n, accd t:cn, Sal ler small! provide EW A ith immeed 

vri rt'nt .: , it .ny ,'.c:urrnce$ the t Ar likelt to tuIst..tially dl aY 

c n$ ttj *1 i r, t.art Catc.. nr t.ie date of first delivery of electricty. Se 

ir~m-le.i. telv notify EC.T in writin-j if, and at such ti(r. tih:t. it teci 

o oi1ccu,r:r,.e: cf' -t; to c.rltruct the r .ciliry.
 

ARTz:LE VII. .Livr - A!.JPEtENT OF ElECITRIC'T 

.i '. " h ctr. t rte.. atr-...v tc EGAI tht
a. ro i'-I
 

it,'.:,-i( ior', botwecn Elecli
tre !-Isti:P and Sel.er ' s !'!tem in the f,:,r, 

!t rri rtb st f t ), I .crt; -! t' -let ;-v rt L. vultbi-e 

L'.1reer.,:,I of t . .ji 

'.i , r*- a Oetermireri .- it, 

, - Mo trn e.r/ vo1 . ra flu 3tut i rs -;SO- I L.: re ri : z 

r r vio c, t,,lI ther: nei her ciL!tLrb sorvii:e Provided t : ECt to it: custo 

no.r rin, er EG'T in maintainin9 proper voltagc conditiont. The 
locaticn of
 

irterconrt. :&l r cDetermir,.!d b) tautunI agreement of the rartie A. 

.t!I! r eypen.e, provide, 
ovn, and .aintain rl.te
 

http:Atree.re


&n(3 -oatrunica-1or, ecui: nt a, t h,! Fac iIit7 for- me a ir,n IyC: - : '. ... 
to EG.T er,-. the .atuS of Switchr,g equirment. Se' sL, , -: 
soec at tr,,- Fac c ,:I 1", installation of tho C,.:11" ': 

I(I r tr t -, ,r t: C-. ., ' I etern eter4.. , . 7 

t+"'++! tr+ 
 j'toj. I LC.:! e"I(
 

1-7r c,ernte r.rd ibintain itsS nte rqr
Irzinsmiiion 
 facilities 
 in eccnrdan,, with Good 1.tilit" 
' 
 : S t,
 
*v., t to t . e ctricC,t es1re ;,of th e F .c. i ;t t t , E :tri
 

f:.tr. 
 . i1, L t rtL a C..i t I I-r -.n thPe f ir st acif, f . ,C. ,r,t .. r, 
" ".*-? "' 'r 
i.i ~K:i, -,.. .. ' e P-a, P,,.
" . cr'. a- - I: L •
 

L c " 'I")
c n i be ;tC4 fr.,Jrer , "et 
 in?+. 

7 e 1) hee r S sha I e - c r~ft** 
cO c 

-

CR ,l: :Ce ilec to ECAT each Ody.
 

met trn'd- 1 et',ip ent installe1 pur ! at t 
a 1-1; Z:L IWi tr. CacijI i. sh-l e rutinc Iy tested, 
in aC. r 4.Zn. v t Go od'ti it ) F Ce,
i: at.e l r*! expense. 
 Ifj, 


ii-v t'r nC* 

.uic.mn
d, i. f,:,uJito 'e inlcCur2 c bf/ mnr t.,ann p rc: f, rh,
C * . 

C : ; , : IC r IP1ui, C, I rtbe , dC.. C 
m,'-,,:t redingtr frr the ,'ri,, ,r.y r * 

.=.
v..,.
A . f .,.,o. 1. . F e r ,v t .r 
 ,I.. ., 

bc.I:.rinin.y of 
, , * 

the rrecedin, month Shall 
.. 

be made e i.¢r t by aqre-ment of t e
Prtit!. 
 The tett shLJI be made 
in such manner 
as May te miltuelly agreed 
 uton
L - :"" ":":-:: Eclh Part' -h,-!l comply with any re-sonable request of the
otter I:.ncern r, tie .eeIinq of meters, the preserce of a retre!ent ative ofother part; wnr-n the seals 

the 
are broken and tne tests arc oade, and Oth.r mt:-rs

effeet.in; th ( CCLjrcc) cf te measureiernt of electricjty eClverei: 1rc "e 

-l3
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Fac ii 1t, .it:f e er Darty b,!i.-ve- P,,ht there has been a astooreve, m 
it stucjl immedicteCi 
 notify 
t" Other.
 

ARTICLE v.':. v vt.e , ,,i, . A l 

T1e in ercorntctiOr f c . t , rn s;eIrrtSt, 
thPf' t h!nelc t.Ionanti Q .1! 

taps ll 
 n f and cattt tIu t at.Ie to " hthe frtcrconno..tion 

.t of the Faciliy.
8'vraen rojr to 'he 

Seller a;rPej t,j rstart 
Of Construction 

for 
 L I.C.j thr-c. r. . : 
 Il 
 l i .; :r,.Ad in 'onnecti Cn witt 
 Such-
Lro'r at*..
c 
 0 1 , 

ties agree 
On. of constructicn, tIe to @ape a fi, I..I u:tO C,rret ,r aly OvePaymifnt or uner~ ay,ent. 

: ' Je *,' , 
ECAT -ecresnt 

s that in( , 

' - -t e.it n cla z' 


c : e.'t'-! , 

• rr..,C'.teil,,-" all in aczer.dnc, wwith .-. ,'1 Il'i ljt P- ct!',, 
' 

, Prpc,, s: b I1 ¢.r constructio.q 
C,f
 

1,tr ~r '"ci,,,,: :,: ¢.t:fLsrr'j t, .,. as rea ab Iy rra ':tic. . li a n,.e t l , Sellae r s. V ty EGAT, s.rcif4.: 
 ", for , f 
lsonsi ,.jjit. f r 
 making the
referve0 fi nl interconnee) !,,.. li betweenl thet ECAT, sy s5te lsrr'Or tc. mP- ir 
 such interconnec t:1a v the r or,, EGAT2 t P,, tt reouir.,I SeIler¢'n . to. Provid,r a r .- lri 1ocument atI:.: rac i I t:, r:)o io, re&son.Athe in t elrronne- o ,r.,etY vIIe ls"e, 7 

t 
c n rl. All, Con s truecto a,. i orlancen with Good Lt ! t. t rl c,! 

c o1 .
 t I a- JJ I, ft-f tI
i d Ivrtr icf ec, er
requirem(nt: I . f. ii rr*o
-ill ne c
te coni. emt 
With the requirements 
"ttachej 
t,% this Agree,
 

ARTICLE 
Ix. -CCFe 
 TM FA.LIT Y 

Propt Iy accrecitC.d 
eprr.enttivestimes €,f EGATana srallt!co n atrlasonable all r:'eanotice t,abhave 
 access to the Facility tao 

ISiAA1A3EDOCUM, Tt 



inspections 
and obtain information required 
in connection with 
this Agreemer

uhi le at 
 the Facility, 
sucn representctives 
shall 
 observe 
 such reasona
 
safety PrecautIons a5 
may be required by Seller and shall 
conduct themselI,.es
 
a manner 
that will not 
 interfere with 
the operatior, of 
the Facility.
 

ARYICLE X. 
____j'_ RIvvEs 
 oFrTM R T.r
 

Any notice, dembnd 
 or request required 
 or auth .rizt t)- thi
Agreement to 
be given by 
one Party to 
the other Party shall 
be in writinv. 
shall either 
 be Personally 
 delivered 
or mailed, 
 postave prepaid, 
 to th

representative 
 of said 
 other party designated in this 
 ARTI.:LE.-
 Any suc
 
notice, 
shall be deemed to be 
given when 
so delivered 
or mailed.
 

vcti¢ 
 and othe- fommunications 
 by teljer 
 tc, ECAT shAll bi
 
addresse., 
to-


Electric Senerating Ahuhnrlty of 
Thailand
 

Nctic-.s 
and other communications 
by EGAT to Seller stall 
be addressed
 
to:
 

Either party may 
chmnre its 
represerntttive 
ty written notice 
to the
 
other.
 

The parties' representatives 
 designated 
 above 
 shall have
authority full
to act for 
their respective principals 
in all technical 
 matters
 
relatine 
 to the performance of 
this Agreement. 
 However, they 
shall 
 not have

authority 
 to amend, modify, 
or 
waive any provision of this 
 Agreement 
 unless
 
they are authori;ed officers of 
their organiction.
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AR11CLE xI. 
 INSUR,"Cr 
LIAE 
 tT INL,
 

AND 0 aTT~haI-k,I 

~r~ja~ level 2]
 

A. fe ,ler - I J, at - cv- e1Y Lr. , - '.r and n 'r
1
term of thi Agreement the following aini ua insuranc,: coverages.
 

(iC Statutory coverage 
for IJrker's Comoensatic,n and 
Basic EmPloyers' Liability over,ge with 
a limit no.
 

less th&rl
 

(ii) compreriensive Gene-al 
Liability Covermge including
 

OP( ritiors, Contractual Liabilit y and Eroad Forb.
 
Pror,erty 
Damaue Lia-ility, writter, with limits 
no less 

than:
 

COdily Injury 

Per orcurrence
 

Prc ,v.rty Demage 

er occurrence 

n r _______ _ 

Coanabined Single Limit;
 

(i-J Comprr'her, ; t-Aut 
 fctile Liability C ,cvr i ti,a ultinr 

all .-nec, ncn-rwried, and hire.: vehicles, written with
 
limits no 
Jess tphaa1:
 

eodily Injury 
-
 per person/
 

rPer Accident
Fropserty Damage - Per occurrence;
 

BEST AVAILABLE COPY
 



fiv) Property Coverage and Boiler ana 

All Risk 


Macrirery
 
Coverage against damage to 
the F,:,iljty 
jru
 
leis than tht 
full rePlece iertt
cc.t of 
t1. Fpc.Iit)
 

(to reLtCtorr the 
 t( its COndition rr 
 to tpe
C"Lua'tf 
lo'sJ. 
 Sue, PoJicies 
Shll 
be endcr 
A to,
 

require 
that:
 

(i1 complete copies of 
each inspection 
or other
 
rerport required by 
or Performed 1,. 
the insurr.
 

shall be 
Provided to 
EGAT within
 

day. of 
it: C:mpletjon.
 

(2) Tb' coverage afforded shall 
not be cancclt. or 
reduced without at least .___ day! Prior
 
written notice 
to EGT and
 

(3) in the evert of a loss, the 
insurance Proceecs
 

shtJ! 
be O'Ied 
to repair of 
the Facility
 
unless Seller and EGAT agree otherwise;
 

(.vlBus res! Interruption Insurance providing funds 
to
 
cover 
all of Sel!c 
'a costs to 
tht extent 
ttat t,ey

Vould not 
be elimirted or 
reducedl by the 
 Rj¢i!j'e of
 
t,t Fecility t,. cPercte 
(ircludig but 
no limitrd to
rprit or 
 mortgf-ge PayMent!, 
interest 
and princips|
 

Eymfnt! 
or loans or 
bonas and salaries 
snr 6'ace!) for
b Period of 
at le-st twelve (12) 
months siter z
 
rt~tsCr,:t,le deductible Period;
 

The insurance 
 rolicies specified In clause (ii) and 
 (III), atove,
shall 
 be endorSed 
 naring ECAT, its 
 emplyees, 
 agents, 
 and afflfle.s as
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additiolal insured with respect to thirjany aild all 
 party boailyProperty injurydamage claims a. 
arisir,g 
from S ller'. lperformance of 
-hjt Agreeme:shall require days wl'iten notice to 
be given to EGAT 
of cancelAgtio 
 ar
 

material changr 
in any of 
tle PolCiln
 

Evidence of insurance for the Covrigt

arovid,, 6 , .' fI,. ,erjreir Shallto EG. Prior to 
the First delivo.ry of 

any l -,':Atrjclr S
EA" 1lee !CCur 0 r r,g ttc- ten. Of thr Avreement "ellar hj furni.f.with 
 revised certificate3 of 

E 
insurance evidencing covereg, deiribeo 
in
 

ec tion. 
 "
 

The insurar,ce 
covercges des.cribed 
in clau~e (ii,stAI t.- pritary end (ili), Abo,to 
any Othe," Coverage availd:)l,, 
to EC*AT 1,, shl ot- ', . j r:, ' e l r ' I ,ial i y u n d e r th i s A gr e.-I.rtt 

B. Neither. EGAT 
ncr Seller, nor 
their respective

5.-'r'tS, Officers, 
 director
cmA xee$, 
 Parent 
 or affiliates, 
 or their 
 respective 
 office
crctor 
,ent! or 
emrloyees shall 
be liable to 
the other Party 
or 
it: pc:rent
lwMic~ierj,., affiliate.,, ic('s, * director, agent!, emloyre, 
sueross-rsCS-1Vn, for claim,!, for irr.Jdnt 
 , indirect or consequent ialconnected damageWith 
 or resulting 
 from 
 Performance 
 or non-perf,)rmance
4q r"'m itrt. incltidinv, of twithout licitatior, claims in the natUre0other lost revernuethen Payents 

of 
properII dur urnder this ,0gre,,t, , rofi:rr' r.t-f t ive of "het her s,uch claim, are bused uc,c- .ri"--r . r.c,;ience*rt :i:LI ;&hjjt,, oontract, operation of lav or othepi.e 

C." St 1er. agrees 
 to defenc;, 
indemnify and 
 .Pvc EGAT, 
 its 
 off icer.
 
alir"'trs, 
 emoployee , agents and affiliates and
WlPoOee:. and agtnts harales,- from 

their officers, drectors,
and agir,st a:,) asocCtir n: or UCIALIS 

All1 lps, suit!Of action 
for danage by 
reaso i of bI.di y i .ljL, deathd~n'fe orto Frrol.er,) 
 cau.ed t-) Seller, 
ita officers, directors, employees, agent
 

- . C 
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cr a ffiIiates or Caused by or su:tain.,J on it l- facilities, e r &t t t he e t.'nt 
caused by art, act of regligence rr willful mi.c nduct by an Officer, diret o, 
a-ent, emoloyee or dffi:;atp ur i: .'- - , Cor dssi~fn' 

D. EG.T egree: to t snve S] ler, its
defer, , inOemir fy ri 
 officers,
 

director,, employees, 
 agents L,*(. affiliatesand their rff,:er., direct rs, 

n,;.f .( t,7,es.(r,t:L ,,e t :. fr oi,at .:,...z:t :,.; r,"h- -;. : a r, , : J 

act oni or causes 
of actlon for, dmaeQ by reb.son of bocily injury, dcaot, or 

de male to property caused by, iti. of"icer-,, 6ircctors, emp Ic e5, acrit; Cr 

affiliates or caus-!d by, its offi-tors, director:, employees, agents or 

cff*:-ete; cr ceusrc Ny or sust i,' or its frcilities, ercer-t to- ttr( etent
 

caused by ar, act of negligence or willful misconduct by an officer; director,
 

c tgert r,lc-)ee .r tfil it of Sc.:-t.r, it r succts sor -. wr .,! . 

E 
 'oth ny in thi: Aprtenent shall be corstrued ass creatinv any 

relationshi:!., bCt wern t I parties otter than tlhat of inocctr,dent cortractors for 

tr.e sale nur:ic of electricity generated b), tie Facility.&nd hc. 


ART!.C E XII ,#x.S:, Er:T
 

!Ne ther rart), thisshall assign, ple edl or otheroi se tr arns.f r 

Agree.ret t 0t" En1, iglt or ot!ivOtion Undcr I his Atjreean,,,t Wit ,.,ut first 

, "r.. t i rtr,h r p r r ' r it co r tn , r,t s.hL11 ":.t t.e "nrEascn t1y 

w th,- I; e'ccwt tho; Sel 1:;- m!, . it,, interests in this A.rermnnt, in 

wbt. I cr -,rt f n.nc ions ori, , to ir.t tit entitit , in conrectiort wi.!r the. 

constructiion end/or Permtnpnt fin.t'cinv of th.% Facility or moei(ic.5tion tiiel -of
 

without EGAT's 'consent.
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ART:CLr X1,1. 
FOrE MAICLI F 

A. The Prrt ies shall be excused from Per fcr r,g r '' re:r-. 
obliqatj, nc, 
hereunder 
en' Shall not 
be liable 
in damave 
 e? ntherwise, 
it
 
only to the exter,t that they are unatile to st, Perform or eir prrventec
Perfor-inj by 6n event of force., ee_.L _ including, with,;t limiti'tion, Ch,"
of la%,, storm, fIC d. I i ghtr,ing, drought , earthquake, f 411.t , xr, IC,:

i ,.M.'nt failure, civil disturbance, 
labor dispute, 
act of God or the out 
er,em;- , tirr of r co.urt or putlti c authcority, or ar.., elt,e C t,,e t-y(,r,: tcontrol, 
 including, without 
limitation, shutdown of, 
or limite.! operatlon
 
the Fetility due to breakdown or unscheduled repair or mairiten.rice. 

. If ether prrt,. !hall rely or the occurrence of an eveit or .onditers..j >,r" -'o A, a-oovo as , basis for being excus-,d from oerforma,'.f it, c'blietior,s unde.r thi. Agreement, then the Party relir, 9 0c, the even 
conditic.n 
shall (i) provide prompt notice 
 the other Party
to of t4e occurret
 
• the e.'er: .r cordt.n 
.vin) bn e!timction of 
it- expected durctron and
prooa:,le 
 inptct or 
 the Performe.nce Cf 
its obligation hereuncer, 
(ii) exerci
 

a, re . ,.., efit-, to cortinue t, -erform its obligations hereunder, (:
eipeditiously 
 take action 
to ,.crrect or cure 
the event 
or condition 
 excusi
perftorm-nc e,. (iv) exerci..e sll reeonabje efforts to mltigmte or limit d.meto the Othe;r party to the extent 
Such action will not adversely 
aff'.t iti o
 
int'.-r t: , rc ' (v 'r .,vic:!t Prompt notice to, the other pi.rt"- of the ec.satior 
th.. evrt or condition giving rise to its excu.al 
from perfomance.
 

ARTICLE 
XI' WAIVERS
 

The failure 
 of either party to 
insist 
in any one 
or more instanc
upon strict Performance of 
any of the provisions of 
 his Agrerep1-r, t
or to
evk',tb re 
of any of it: 
rights under this Agreement 
shall 
not De construed as
 
generalI 
 waiver of 
any such Provision or 
the relinquishment of 
any such rig
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but the same shell continue! and remain 
in full force and ef fe:., 

respect to the particular in.tence or instances.
 

A,-.T:C:,.E YV, , r %-''.
 

I A I e reit r d all rivhts, Oht-li fi Lju r. a tic, . ie., .. t..t!r
 

Dr . -iVt -. tecf orders -i Otter duly authorized action of gdvernmentr' i .ihorit 

having jurisdiction.
 

4rTTCLE YVI ,_. rrT RE.OLUTTnN
 

s(,ute t , .Ally s. jiocr Atreeme nt .Ihblj i t' " 

:. r e.. i' =::.r . ' 'ith the reautrements of thi1 ,, ,.: .
 

(1 .1".i.r E-,ell tor'ert ivr 
 the other urlt.o.n ,'.c.:'' 

ir,;uffici,.nt detail of the eyi'.tence and niture 

arl- cisputt rrc-cr%-j 'd jto e airrted. , 6~i I t 

1ity (60) days the disrute is oct recIe~ ,H.

necoti.tioni .ursued C iigently ir,good f1..U, 
 :.
 

rartie.s sh l tten t Ce,
Cr. .e-0 re S rV :on !cr, to 


erbitr~tcr. If the pcrtie: Cr.nnot aCre. or, a,, . 

'.:~> * fl' h~I thur arl;,ir.tC'' 
to .serve as an artit rator and the tvo ".hii. 

'r". -nt.r: .. -I.t r e third art,itrat,'r v t:, ti,, . r 


;'*, -, ,%,-es Chairman of the r-'nc'! c 
:r z zrr! ; &r-O !uch t Nr tc r oi trrt or t shb IlA etc-r i-not 

1. metter: t,) ejcrity vote; provided, howevc'r, 'f It, 

t c, ert,itra t,rs appcurted toy thme partiri unath.are I. 

.C-&,.rec uP r,the airpoirtment of the third art-itr, tor 
-ith fit da s after their apc,intment, toth
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$t-i.11 give wr itt 
zcrr,.Licc O1 .
 ic ;:.e to a;r'.t 
to the Parties, and, if the rarties 
feilJ to 
agr-e
 
uroon t t, . Sfel e c t j o r, ,,f u , th r a b tr t ,. , r , . 
fIve dr-y! € t ,'re .fte !,the th r arbitr , 

;.Or,.L e ! 6rur, 
 'r tten notice- to tt,.. othe Aa I r t 
ucti-r L.Po 'r,, i fe. rf ,e d sur s i.rt :c, L :ItoPrior.'t 
z.,,'..r-I m(r,t.,' : - ii'et, t rz.'o r I 1:,.
 

to corauct such 8rbitration in accorafinct ijth trit 
term, cf thi. Lut'-le tion. 
 The ert, trct i,(., 
*a Y Chooe IecbI 
coun ., 
to eeJvi!r 
it .n tit
 
re ,ef;ic. it L. vr.'.t , Procedlre and suc, r.tr,
 

leO& i$iie. as tht erneI dtvvi approc'r ir. 

2 Th(. r. art i. :hr.II t.cvee .! !-iYty c8 I(nt'i r '..-- t,
 

rer form 'i.,ver 
- :.-,arretent evidtn,. 
iiia 
 r I 
the arbitretors.
to 

f,rin. thmrt peri,';, th,
 
artitrctors Sh IQ be available to 
receive tond
 
consider hi 
such evi Gence b, ib re, cnrt &no,
 

itl rt du. tO1 scrUt - .It.At! th,. restr cteo 
tl t+. 
S'rioo, to h.Lr 
LI r'ch arTumerit 
8 
si, f aLitje,
 

9 v" np 
: f jr I ,.,.trior,o~f time to reb&coerty to.the arttitretion. 
 Tti(erbitrotor 
 1..LII u!(- &I)
 

stnction rcncoapiirire t h re a zon~ bl1 7:-%,% ) 
request:! ,r er:y di!.t cver~y ,,'cer. 
 The r'bi! iel, r!
 
.hwlI not ,rctoe--
 V'"y f vic-r,ce or argur.ent i,,t 
presentea durin


9 U(n Pcrioa Lnrd sh-.l riot t) eFC

such reriod eice.t t.' the 
wnitten consent of both
 

e_ ,r ur.on a inoincpart 
thct the Party oCp osing 

en extensicon hoas 
urrez.oratly CeJ6Yed the discovery 
rroce 
 .
 At the c'orc¢ u i ..
, of ;uch peric.c, the
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ab torti bLo, s ,-: ii.e forty-fj ,. (cri c hr,: 

dL-'YY , reae.h a determin tic.n. 

.) T'T rt.r, itre.t r,r.. &tit h&vr t c ri 't (rJ II 
rt r rct er.11 a . the term ! en nrddj-jris of 

1;, ,. o.h.: t,dt r. c-cr L: I.r r ri,('J) ] 

. . L u. ii y nct h, r ** ,, tt 'hc 

ccri ,r. cf I ! L r., m nt,rt errivct itt.(r r t, 

of any r';,!.t or ri-med y ex pre-sJy provid c(: 

hrr un.ir r, or grovide any right or reipe0y thp,f' ? 

-c .v.c s -: ;r,, y at:written . 

,.,c ,.rt'. t .ir. their findings of fiuct, 

.C I, . ¢.f I .v and ordr, nd sh II f urs r 

eiU r , r : co py ther eof signt (I b)- the , 6 ,It. 

'iv c ,,., dFp) r froo the de : c-,f ttie'r 

- tt=.r,,io = .. 

lul Idtt rn,int.on -.-

ihell te c I;.jt, nd trcing ur-on the perI ie 

and not :L,ject to judicial revi .', * ct pt c,n tle 

feeAr,I~ mmc tie er t, i 

F.r.yccr.t a stiL'uJ latic.r, cf th- r t, e .s 

6) Th, :,L:, tits " e . ,.. h pi. y fi;ft)y percent c. f 

t tiec c! , : f c rL,t rbtor or arLte*A"or s~rr~ ~ a
 

1uunsel avcointed pursurit to subsection (I)
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AR I:LL XVI:. ____ 

Tf cny r'':v Lr. r Dr . i': 
 rtt ,tr 

iwalid, illegal, vrr un'~nf~rceavle, th- validity. Itqjj,/, ana e., 0o-t.a 

unIrit.t sh~all L,..- in1i t in1 and :ivned by both prtits. 

ArTICL: X:". Fr t. :r~rrrN T'1-Rr 

reJrtjin-j t r ! lit- I~ject matter M-!reo f a~nd i ts e xecut in-*m d-!rc,- prcvi 

e:r etri.r t t. Oiscussioni, cocmn ig( ht icl,~and corre r-condence kith re rp ctto t 

B~EST AVAILAB3LE COPY 
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ARTICLE XY. COT rrc €. 

Th' Avreement mk- t.* i,, ,,) ri,-t,.,er of arC 
e ¢~ L:, ~ i a;c,r soJl "a.- 1',. .,sr,6 1 ef ao4ean0r ri,,-. 

irE.tru, enmt. 

h dat, fit' A1ove written. 

ELC F.; " CFNEe:T!T :' A!ITL .RTTYOy TN". LAr J, 

TLje: 
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Private Power Laws and Regulations on Renewable Energy Technologies
 
Volume II
 

'TAB 12 

Turkey: 

Regulation on Determining the Principles for 
Granting Permission to Institutions Other Than the 
Turkish Electricity Authority for the Construction and 
Operation of Electric Power Plants 
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TURKEY
 

Regulation on Determining the Principles for Granting

Permission to Institutions Other Than the Turkish
 
Electricity Authority for the Construction and Operation of
 
Electric Power Plants
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'I!N[STRY OF ENERGY A.ND NATL'.U. RJESOLt-_S 

Elenjy Dem.ment 

REGULATION 
ON 

OETERMINING THE PRINCIPLES FOR
 
GRANTING PERMISSION TO INSTITUTIONS
 
OTHER THAN THE TURKISH ELECTRICITY
 

AUTHORITY FOR THE CONSTRUCTION AND
 
OPERATION OF ELECTRIC POW.. PLANTS
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REGEULATION
 
ON
 

DETERMINIING THE PRINcIPLES FOR
 
GRANTLNG PELMISSION TO iNSTrrrLTONS 
OTHER THAN THE TURKISH ZLECmRICrTY 
\LTHORJ'rY FOR THE CONSTRUCMION AND 
OPERATION OF ELECTRIC POWER PLANTS 
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The Republic oi Turkey 

Official GazetteDecr" 'o. 85,1799 eptemer 4. 1985 
T.e molementatzon oi tme *Regulation on Determining trie Princiotes
''r uranting Permisson to lnstitutions Other Than the Turxmui Electncirv 
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REGLLTION ON DETERMINING THE PRNCIPLES FORGRANTING PERMISSION TO I.NSTITLTIONS OTIfER TH.AN THE
TLMRKISH ELECTRICITY kLTIfORITY FOR TIlE CONSTRLCTION. 

0D OPERATION OF ELECTRIC POWER PLANTS 
;ECTION I 

Genfwal Provwnms 

"biec tive 
rlcle I - The oolecnvc of this Re uiation is to determine Me orinciu. 

;es and proceaures tor granting permtnion to the domestic ana fore=yt;nvestment comoantes of snecial law status for the construction ana one. 
,ation of electric power plants. 

-zcope
 

krtcle 2 -
 Thu Regulation encomoamises the rules and procedures for.,econstruction and operation of eiectc power plants anci for seging-ectricitv either to the Turkish Electicitv -uthonrv or to a utility
)%the investment compantes specified in A.rtcie 4 of Law No. 3096

.)n "Respectmn Autorization to the Instltutions other than the TurKiklElectr'cttv 
 utho.-riv for Generation. Trarumismon. Cistrtbutoa and 
Trade of Electric Ener.." 

'eifinitbons 
krticle 3  ks useu in this Re-sanon hereinafter 

7he \linisn shall refer to die Ministry of Fnern- dnd Narurai 
Resources 

7 K shall refer to the Turkish Electricitv Authority 

DSI sha refer to the General Dirctorate of State 
hlydraulic Works 

L'tihtv ,nail refer to a capital investment comoanv 
estahkiihed for providng elecutcitv services In 

pursuance with Article 3 of Law No. 3096 
,lated December 4. 1984. 
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a, The electrc oower plant LSto comolv with the general Lneirr and 
economic iiotices o"the State. 

.he niant contruction dna oneratilit .otitract 7an co , . +,rr,, 
)fuD to Q vari. 

.-e :)ow'r :Onminanv is to -njarantet, the r'aiZatiuri of its iln'r.tmetit 
:roO.amMe ds aooroed b.. th \li1,str+ 

7he Dower comoallV is to oe reSuons ble fur r'nitral ut tilt,llc iiaccoroanc% ltiltile tedtiglICAc And economical - hdractcristics wl tile 
otant o heUie life of the Contract. 

•, The annual electricitv generation of all puwer pl nts i.iiiinei !,%:he \[inistrv on the bams of the natcOil ecunumic rifile. Ti-r41currv an scat)ndltv o the national power '%tem -,s .. i As tilerevision of the eectricitv generation pI anning in iccurdncr. -.ith,me cnan.g onuitions are under the responnildi,, of TEK ,ii:JenAlf oi me \linstrv. The power conpanies are subject to r111%respect to the monthly ,eeMdt. daily and hourly revisions in theelecaciv generasuon programmes made by TEK. 

"1 \.tonrouurers can oe provided with Imermisuaon for the con.tructii,.mdoperation of eiectric power plants by the .iinuav. upon connti.:ation witn TEK or the utilitv. ,epending oin tile retion or the ri, 
-ant racd tv 

z) In Lases wnere economicAl elet'tricit, jrneratlu, iijS3,hilltiE' arr:emote irom the consumption cvnters, the dutmiroducers or theautoprcaueer roups can anpi. to the Miniszry. lik. .an, othvr pium'r:uinpanv. for ge"ng permuoun tu construct ind uperate ,ectricpower plants for meeting their own eleemc enerma requirem.nts. 

.or the autoproducer zrou . the relevant entities co,,sttuting til, ..
oup must be identified priur to -n -,pplication. 

'ithim die context oi the "Elertric Power Plant Constructioit anuOperation Contract~ to be preparel for the applications in AccurdanueSith thLs clause, a special wcton is to ieincluded fnr :qwci ,,mi 
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mhe\lnistrv !mleavpucant is requuted to prepar,within a easswgltv romtthe persad ,,t by the Mlintarv aild to suamit it with re
cnpies to tie Ninutrv 

The Ministrv snail also inform either TEK or the iitlhtv dermnungon the location of the nrono,,d power plant. Auout the r,,Ia decision. 

In case Of A subsequent application
will informea 

for the same plant. thie anplicantof thebe deadline for submisaon ofreport. which the feas ,iltj,.is to be consideued as the date tionfied to thl.applicant. and wijJ be provided with the list of comoanaes 
flrst 

wnicn haveapplae6 beforenand as well as be reminded that an nplication can
,made for another power plant. 

t),e 

J) In cae of severaj applications for thc same plant,besies the criteriaas project economics. electrtcry generation cot and the proposedselling price: the financial capatbdity and experience of the company.and the otmnrtonsiJ scheme enviaad for realization of the project,the proposed date of commencement of conetructon work and theperiod of resilistion of the project ae also taken into unsidcration
in seiecton of the company. 

e) Concernng the applicatons for those power planU included in theinvestment programmes of the public estabi hment, the decisionfor approval or disapproval of the proosais readched by the .linistrvupon takis into iccount the views of the related public enterpruesand the State Planning Organization. 

In case of approval of the proposal, the applicant, in co-operationwith the related pubLic enterprises. is requested to prepare a feasibi.lity 
 report. descrLbin 
plant in 

the realized and planned investments for theconer 
and representug the pan of the Woject work to bepursued under the sole responsibity of the applicnntprovison with theof sich informaton as time schedule.organizbona financing plan.wcheme etc.: and is requested to mbmit the feabidityreport to the .liratyy withir,a period to be Vfetfied by the linutrv. 
In came of several applications. the provimons described in Parag. (d)of Article 5 shall be applied. 
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SECTION E 
5upV Hon 

The Authit of the 41inwtrv jot ;upryon

krtlcie - \ctlvitles ot" the 0owt.r comoanies 
can oe juDeriser b%trIe
'linzstrv at al .tages. knv a3cfrcts identifiea as a conspuence or thcse


:uaervisjons is to be resolved by the companv without any aelav 

:ancoons to e aop1ed acaansz the power companies aue to usouectience 
o the %finutrvs warnuvp and the crcumstances necessitating mne 

terminaton of the Contract shall be tnduded in the Contract. 

SECTION IV 
EIocwc Enierp Sell*n Taujf.r 

Twiff Rates 
-.rticle 8 - a) Electic enery selling tariffs of the power comnanies
:nail oe arepared by themselves, bearm in mind the provisions stecified n ,,use i b)of this Arfacle. and shad become effective upon approval b% 
:.e %Llmgrv 

bi In determination of the tariff rates, the following factors 4aiil be 
:axen into consaeration: 

I -Operating and maintnance cosu (fuel. materials. Personnei. 
taxes. deprecitios and other expenseu, 

-I-nterest and exchange rate differences paid on investments. 

3 -Revaluation of the capital: payment of a reaaonable amount
dividend in accordance 

oa 
with manet conaitons: and prices

applied by TEK for the similar power plants. 
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Expwolmtion 

.rt'cla I1I. [n tie event of any'rainework need for exnroonation *,ilh,of the aoorovea appilcanon projects of the eiectnc 
cm 

.plants to be constructecl L),. the *ower comoanie, the eprooratiolIroctliure miad be carried out by tme \linistrn.orovisions of Law in nursuance with tilt\o. 2942 on Exorooriation. on the conainon Chat the-yorooriation costs snail be coverea by the compay in concern 

Ntultiptrioe lfvdroeiecmc Power P Unt
 
-.ncl* 12 
 - The :ost allocation of purposes and the reoasmenteCazed znvestments fifor the mulzipurpo nvdroeiecmncpro)ects snail pow,.r ..,antbe pursued in accordance with the onneiles outhlteo in
knnex 2. 

The Sas of Feaaibity Reports ad Finjg Proi.eukrticJI 13 - The sale to the power companies of the feaibfht%renurttana finuiZet" proiects otepare,

;nail be pursuea in 

by the public agencies ani enterorises
accordance with the principles specified mnknnex 3. 

Legal Ba i
 
Articie 14 
- This Regulaion is prepared in pursuance,.sioni of -ticle with the pro.10 of Law No. 3096 on "Respectng Auionzatiun:o the Insntuitons other than the Turkish Electncitv Authontv,eneracon. Transmaison. Distnbuaon 

iur 
and Trade oi Electric Energy 

Effecte Da e 
krtiele 15 - This Re.ulanon enters into effect nii the late oir ;t
?UOlicanon. 

Execuum 

krtie 16- This Regulation shad-.nerr be executed by the \iinistrv 4and .a"I Resources. 

9 
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3. ,opfican. wimin to prepare specia feasunditv repors, in ddferent 
rorm from the feasibilfty report format specified in Annex I. for 
zenerasn electical energy baed on nvdro. uute. harmco&. natural 
zas. LNG liqueied natuiul gul or LPG (Liquefied petroleum gas),,e'oteum pronucts. geothermal. nuclear. solar, wind and otler 
-.nergy sources. must obtaun a permunon from the N!inti', n 
advanice. 

4. During the course of the preparation of the feubditv renort. the
Nfinur-v can foUow up the actlvtjes of the applicant without causing 
any diauptons to the work of the company. It shial be ule aop.
licant's oblipoon to fuuirs to the authorued personnel of the 
,Iiun.r al the required informanon and aumnce. 

3. kdditona Lnformaaon to be included in the feaubility report: 

- Copes of the leal documents indican the wource of suppiv ofthe energy resource for generatn eiecuc pnwer. In the cane of 
thermal power plants, the cost of raw materuds cannot e'ceed 
the cost for smdar matrnal utilized at the thermal power piants
of TEK. 

- Financu caopaidity of the company, domestic and foreumn 
money. equity. equity increment plan. letters of intnt f'rom the
.reditor bank (s) etc. and a certified copy of these documcnts. 
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EIPiantow, RemariiukNYEX 

The feaslbditv rePort is to oe orepared on the basu of reliable an•uriiicient tecnncal and economic data so aa to ustjv the aosogute
.laothv of the progect. 

-aing Lnto account the soeeificanons of the oro ect, formation or a"0 roiect Consuitation Boua" :an be recommended in the feaswuitv"eoort with a view to ensuing the comoetion accoraance of the roeCt inwith the ropoeu 
pian and Provamme. The f3oarddial be formed in cam of approval of the recommenuanon ov the 
'IinLstrv. 

3. opiicants wtshmg to prepare specud feasibility reports. in differentform from the feasibility report format spiecfied in Annexzenerzru 1.forelectical energy based on hydro. [ihute. hard coal.natural cu. L.NG (liquefied naturalip or LPC (liquefied petroleum.21). petroleum products. gothermaj. nuclear, sotar. wind and otherenergy sources, must obtAun a permimon from the %,iimstrvun 
advance.
 

-. Dunng the course of the prepanbon of the feaubity report, thelinist-y can follow up the actavtiea of the applicant without causingany disupaonu to the work of the company. It s"alI be the app.licant's obligaton to furntsh to the authorized personnel of,linuyrv a
l the required mtformanon and asautance. 
the 

3. kddjtonal infomlation to be included in the feasibility reoort 

- Copies of the lvd documents indicatng the source or supply ofthe energ resource for generban eiecmc power. In the case ofthermal power pLants, the co of raw materials can not exceedthe cost for amduar mateutas utilized at the tcu.rmal power plants
of TEX. 

- Financud capabdiy of the company, domestic and foreitnmoney. equity. equity inmcement plan. letters of intent from thecreditor bank (s). etc. and a certfied copy of thew documents. 
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4ection
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.. Taking into account the specifications of the protect. furmanon of a 
"Proiect Consuitacon Board" can oe recommened in the feasilltv 

renort wirh a view to ensffu'n the completion of the oroiect ,e 
accorcance with the oooseA Dian ana proaunme. The 5oard nadl:e formea in cawe or approvaj of the recommenaacion ov the \[insr,,.. 

n(o)icants wlmisne to ortoare specli ieuibdirv reports. in aifferrnt*:rm trom the feasWditv reoort format mecijied in -iiiie, i. :or"enerating :ecrcat energv baed on hyvdro. licnie. "!Ua ",a.'iaturai eu. LN'G ilhquefied natuii gu or LPG; (iquefiea oetroieumzsi. Dearoieum proaucts. ceothermal. nuciear. soiar. wina ana otier 
,nercv sources. must ootAum a permzwon from the lintstr. in 
advance. 

4. Dunge the course of the preparaton o the feubilitv rcoort.\[intrm can follow up the actvitne 
nte 

of the applicant without causinganv dirugton to the work of the company. It sail be the anp.,icant s oudigtaon to urnzih to the authorized personnei of the
\tinistry all the required iniormaton and aa.mae. 

3. dditional information to be included in the fesubditv report 

- Copies of the lecW documents indicatbin the source of sir piv ofthe energy resource for generati" electric power. In the casc of,:hermal power plant.s,the cos of raw matenals can not ecceedthe cost for nmdu matenal, unlie d at the thermal oower oDants 
)f TEK. 

-r inancial caosoditv of the company. domestic ana 'oreiln -nonev. equity. equity increment plan. letters of intent troin
the creditor oank s), etc. and a cernfied copy of these aocuments 
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dditonal Informaoun to be included in the fcaubAiijv ref)ort 
':ooes r' tie legla documents indicating the sourr, or tun p..)t the enpr.'v resowrc ror z'ncraurittgecv.:c 
r the'rmal po ,er [n ie caseDower Plantsthe cost oi raw materials cruafie olt not exrrrUjor imdIar materials uztzed at the thermal no.%,r nint

ori TEK. 

inancai canlaui'tv oi the company. iornestc afln'I"nonev. ,oquity. equit increment plan. letters oi intent from (liecreator ,Uanx (s). etc.. and a certified copy of tw!se ducurmenti. 
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."ppicants wishlin to nrenar ipec'ai 'eauubijitv "POns. in ,frrntFOrm frorm the 'eCslliditv rerDort form.lt .Pe'liied in -nnpx I.
-fleratin electrical 'nPe. L ead on hvdrrr, liqLmte lar1r i',dtura .s. LNG ,Laiianied natura l o r LPG (liquefied netriIumZasu .etroleum nproducts. -entherat. rn icirar. olir uwlidanu orili-r,.ner.t%. -oijrces. Must outain a permlsiusn irnm the \llrl-'{, .r%auliancen 

4 Durina the course ..if die pr'unaration of the r,..-ijtv "(-!,%lintsU"can roilow uo ,.
the ctiiLtie s u" the apptii, Aila•nairuptions ltir '.fulrn,to the work of the coanpan%. it sial be r r, ,.icant s Juhiration to furnish to the ,uthurizo*,. rw.rjit.rln ,tii ih

%linistryad the required information and assutane. 
3 \dditionai information to be included in the teasiabldtv reviurt . 

- Cons of the legal documents mdicatng the source of .mi.ikf the enerm resource for generating elecic powcer. In the c.eoi thermal power plants Uhe,cost of raw matcnijs ran not Pxc,.,.,the cost for similar matenals utilized at the thermal power nlaiits 
of TEK. 

- Financ!' capability of the company, domestic aid furr,,z:mone,. e.juit. equtv increment plan. letters of intent fmni:reditor oank (s). theetc.. and a certified copy of these documeits. 
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the linstr deems it necesr -, the percenta&,recalculated on the of pur~oses wdi Lobais of the new data and the realized e"tnenuituresThe joint cost sall then 6e allocated to each purpose on the basi of the 
new ilercentages 'eterminci 

\rtdqe 3 -.- I caicuiatLLr cost allocations. the same interest rate ihall heinnhea (o eacli nirose. Thi interest rate stall be ,ietermin ht. ti,. 
SIinistrv 

-rticle 4 - During the reasibihtv 
the reiatea 

stidy phase of mniitiIurimusp nroects.isntutons ana the comoav seiail maintain contiuufl'ioneration Co.on the suJiuect of cost allocations with;nformation excnange and 
a view to rri~urnix thethe ageement on the main criteria formin:

the basis of the conclusons to be reached. 

In\rficle 5 case of multipurPoe prulects involving el e'tricli cncr"Ynearaon ,the cost for each purpos shagbe determuei by apiving oneof the methods outlned below such that to the extent of availabilitv and-uitabilitv of data at hand. the previous method shal prevail over the 
next. 

1. ;eparaale Costs - Remaining Benefits .Method

-i. lnz'cwai Costs 
- Remainng Benefits Method
3. zzinie Purpo. .-Uternanve Project Costs Method
 

krticle6 
 "Me "Separable Costs - Remaining Benefits \iethod"
iiiall be applied in the following manner :
 

ai The tenefit of each purpose shall be calculated separately 

b) Costs of angie purpo albnnatwe prqecu pommng benefits asequal to the benefit of each purpose m a mui nbpurpo. project ihall
be calculated 

c) For each purpose. the *Justfiable cost" shag be determined byadopting the lesser of the benefit or the alternanve cost fiture 
d) The - separable cost" for each purpose shall be calculated indi". 

dualy 
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) BY deductaL# the total secuU costs from the tota cost of t mullPurpoe project. the "oumt cost"and then dismtibuted of the promect shad be determinedmone the benefits by u"nl the percentaC,lsa'ibuaon even in paragraph (e) above.
 

The total allocated
-) cost fnr each purpose shadl be determine as th,4um of the special cost and the distributed joint cos for each 
purpose.
 

This method shad 
 be used if the cakujation of the seDtz~aledifficult. The methodolooes uts,
adopted in estimation of the costs andbenefits for eachi purpose should be identical or nearly similar.
 

Stetson 8 
- The Sinje Purpose Alternative Project Costs Method"ihall be applied in the following manner :
 
In this method. allocation 
of the jointwith the percentage coos is aa"STsed in accordancedijtirution of the n e purpose alternative projectcost. The method is employed when the benefits of the purposes in theother methods can not be calculated by umdar approaches. 

al The "'specal cost" amrecalculated for each purpose in a multi. 
nurpose project
 

bI The Joint coss" ae 
determined by deducon the "special costs"from the total project cost 

c) The project costs and ther percentage disribution are estimated forthe su e purpo alterniatve projects velding the sme benefits. 
d) The joint cos isdismbuted among the purposes on the buu of these 

pereent 

e) The total code for each purpose is determined as the sumspecu cost and the dumbuted joint cost for each purpose. 
of the 

krtice 9- Calcuanon of Benefits : 
a) Energy benefits : Energy benefits in the multipurpos projects are 
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.- rtckd 14 - The shgre of the Joint ezpend't.es aaIocated to enerypurpoes of the multipurpose 'acdje, stul 6. Iwd to te Tre rlyn6'orks (DSI), 
behkuf And to 

at 
the 
an 
account of the General Direetorae of Stage ilvdrauuacogns iD a.a n ntere ate torau Direetorat OftStt

,oa'ns on the bas 
to be applied for renayment of the stateamnd 

,"ea"bdirv rePort, 
of the debt repayment schedule specified in theover a period of time,ieemed.favourable not exceeding ten Years. jsby the company. subsequent to the com soOf the t vdrooower facility. 

35
 

BEST AVAILABLE DOCUMENT 

/16 

http:ezpend't.es


: Prior to submsSon of the feaszhbity report. the final iUd Project andthe retated documents to the power comoanies, or aan aceementProtocol sha be formulated and s .nedA!tabiishment and the cOm oanv in concern. with 
between the public 
a view to s5eelf.vinand conrirming the aoove :pecified foregoing terms and cond 01 1n 

or the sale ana vments as well as 'or the other related Imues as
Jeemed necesurv 
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Electricity Act 1989
 

CHAPTR 29 

ARRANGEMENT OF SECTIONS 

PART I
 
ELECTRICITY SU'PPLY
 

In trodicory 
I. "TheDirecr Geeura of Elwcsiy Suppty.
2. Conume' com rt. 
3. Generul d.m of SecretLzy of State uad Direcr. 

Licviro of .njppy etc. 
4. Probitaon on unificw suy et.
S. Exemptons from -uou4. 
6. 1inaubon=4 spptyem
7. Conditons of lic s mer&L
8. 	 Conditions tfofundm ojaun companies enppd u an.e
 

mwu in Swotlw.
 
9. Genal dun of Im hoklAdai 

10. Powers Mcof 1i hoidams 

Mov$cawove of liWam3 
11. NModificatioc by apreUM
12. Modikaoou .feruau to Monopolie Commuma. 
13. Reports on modi ritfam.,oon
14. Modifcaton foUowtn rwpv
I. ?Aoddkwxm by order ud otbL enwtmwts. 

SP* by Pm&* eierk*Y sffal" 
16. Duty to suply oa rquwa. 
17. Eeu m d yto aupy.
18. Powe t rwow carps.
19. Powerz uto recover 

20. Powe to rquite usmty. 
21. Addioul terms o(suppy.
22. SMW u wuh resp to supply.
23. DST oAVIfABieEDCMN 
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AEcricuty Act 19489 C. 

PromPVWum with 'FepetI to Co1Lrw~ery ftc. COUncil, 
54. Aboc c of Comsumen' emCCOunIz. 
55. COMPeasuoc for ebharmen and oSdri of abolished Councils. 
56. COnunwrY Of emPlOYMenc of ofte of abousbw CouncJa. 

Mikeulameow 
57. Geera muons oo divioqure of inform.auoa. 
58. Directions rmuncng the use of mvu LfOr=UotL 
59. 'aki&La of ralse sutcu= t etr. 

Supoptmmvmal 
60. Powen to make regulaious
61. Concurrent proeedp.
62. Pubbc mqwrea
63. Appicio to Crown land. 
64. Interpreutma emc of pan 1. 

PART 11
 
REORGAINISATION OF THE INDUJSTRY
 

Th"iWWr 10 AXCCU Wpj 
65. Trueuo popmty em o(Arw Boards. 
66. Trandw of propuy am of Gqm== g oar anW EIkcuiry 
67. Transfw of jxoput ecr of kcciah Boards. 
61. Transer wscm under aactm 66 &Wd 67.
69. Functions of Sxnutry of St. in ru~aoo to mranfer whetea70. Suppikmnuzy pro vuaou &uto Mandern unde smuous 66 and 67. 

71. mIit Gavamt hojding inth@ compsmm.
72. Gtromin inema us swmm of the compgamn
"I Examu of tun~cua throug o m . 
74. Tarp mvumn limzt ror Goiuumt jaaanhowin& 

Fbw fmxw ow 
75. Stauzory msve 
76. Suwry &=Mt. 
77. Tmpmuy reganom on borro gg emc 
71. Goiwnmnz leing to tbW .om=
79. TrAu punami rt imm ma& to thcopaeu

8.ComWuo of=m Imma der. to fta soo~ ipa
8.Finaal Uts oa beovwp mL 

82. Rapombalty for cwspma ting W=I&an 
83. ApPdmcaa o( T~ma vu Act 1961 in rui to 
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Schedule I-The Dir or Gtneral of Elwtc~ry Supply,Scnedwte :--oWaumem' ¢ommittaes. 

Schedule 3--Compul.sory acqwmuoa of land etc. by ui=. 
holdem. 

Part [I-Powen of ac lnUoo. 
Part 11-Procedure. comp.aaon etc. (England and 

Wales). 
Pun Ill-Procedu coMPMUCsao etc. (Scotland).

Schedule 4-COhe powen etc. of Lve= hoiden' 
Schedwe 5--Water nghu for hydro-ek-tn geenug

statoo.,s n Scotland.
 
Schedule 6-The publc etectn' ry supply code.
 
Schedule 7-Us'e etc. of eletnry mete.
 
Schedule 8--Coeau under se-uons 36 and 37.
 
Schedule 9-Prwrvao o"amf nry and fishen
 

Schedule lO--rr-ansfen under sctons 66 and 67. 
Schedule I l-u..auoc proviuoos.
Schedule 12-Nuclear L~tiitiaes: faal aRsaam . 
Schedule 13--Producto and supply of hat or eiwLtcy etc. 

by Scott local auLhontm. 
Schedule 14-The Elact ry ',upp y Pewa Sc .
 
Schedule 15--The Scotnub Peson Schm.
 
Schedule 16-M.nor and onsequeua azwdmets.
 
Scheduie 17-Tranm-sonal provumon and savinp.

Pan -POvuzona and 'avu foe Pun I of Am. 
Pu II--Provmoa and satmp for Ptn U of A. 
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ELIZABETH 1
 

Electricity Act 1989 
1989 CHAPTER 29 

An Act to provide for the appxinm -nt and functions of a Director 
General of Eletrnciry Supply and of consumrs' commijtes for 
the electriciry supply industry; to make new provision with 
respect to the supply of elencity through electric Un and the
 
generdoa and trauziwon of elecu cry for such supply; to
 
abolish the Electmty Consumers Coutm and the Consu1tafave
 
Councis establUbed u the El ec=ry Act 1947; to provide

fnr the v=n of the property, rigUh and Liabitia of the
 
Electary Boads and, the Elcr=ty CouuI in eompia

nomnatd by the Stary of State and the subeuent
 
disoluaoa of tho Boads and that Cowu=oL to provide for the
 
Vving of finatmia umstam in connecum with the somp and
reprocuanj of nudar fw th trunDt. tormoe and disposal
 
of radlosctav waste and the deomumingn of nuclea
 
insallatoo to amgnd the Right of Entry (Guad Electry

Bords) Ac 1954 ax the Lo=1 Governmt (Scoand) Act
 
1973; and ror conoict purpom. (27th July 1989)
 

JEIT EN~ACTED by the Qumn's mo Ecn Mapmy. by and
with the advice and cousnt o( the Lords Sx rtual and Tempors-l.

]I1adCounons. Wnths proat Parliament anmito. and by the


authiy ofte as follow sdu no 

PART I
 
ELICTUCTY SM Y
 

1.--41) The Sm~muary of State shl app nt an odkw to be known u 'r1Wthe Dmm Cmeal of Elua Sappiy (to du Act rfud to u -the t 
rD
d 
. 

Dwo) for the pw * c m outAVAIthe NES A or N
tmua'mwt hm by Umi Amt.W 
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Elec:ric.v Act 1989 	 . 

(2)The Sec'retry of State and the Du or Ieachbave a duty to PAI 
exermTM the functions &.sgnedor transferred to him by ths Panrti the 
"ancer which he coasders isbest =culated to secure

a) that the pnce charged to taff customers by public eiectncuv 
suppuer for eiectncity suppued in punua ce of se-uon 16(1) 
berow to premses in any area of Scoland specified in an order 
made by the Sectary of SLate are in accordance *,th tartffs 
krwcb do noc dist gui (wbether dimectly or Lnd.recuy) 
:)etween different pam~ of that area. and 

(b) dht public electa=ty suppLier are not thereby disadvantaged in 
compeung wth pe-os autbonued by alceoce or exempuon to 
supply electrciry to such prevsa. 

(3)SubjeCt to subsectons(l)and (2) above. the Secretary of State and 
the Director sha each have aduty to exercim the runccons a.sped or 
transfened to him by ti Pr in the manner which he considers is bet 
cacuated

(a) to protec the Lntemests of consumers of electnwty supplied by 
pemsos auhonsed by Licemes to supply electrity in respect 
of

(i) the pnces-charged and the other term. of supply; 
of supply; and(i) the Coonn ,aWy 

(W)the quality of the eiscu=ty supply scris ptovwded. 

(b) to promote efkacy and ecoonomy on the pan of pawti 
authonud 	bry lie. to supply or trant eiecriay and the 

MP uutof eieci=y supplwl to conauwm 

(c)to promote rwmrch into, and the delvopment and use of. oew
 
techniqum by or on behalf of persons authone by a bn to
 
generzte., trunmit or supply ewcmy;
 

(d) to p o the publk from dan aziang from the jenuon.
 
transaon or supply of ecxrjty; and
 

(e) to micur the mbba t and masnzeunc of MAcnaY for
 
promoMo the balth and safety of per-ons employed um thi
 

MeMeruCoH anUMM of supply of electty 
and aduty to tabe nw &ccoiat.in mmung tho ftutcoUa. the effem 
on the p4b2cam'nrownment of anvlte coisnetd With the gMMnoU. 
tuansmzou or supply of €te y. 

(4) In performing his duty under subasction (3X&a(i) above, the 
Ssctazy of State or the Dirmor shag take into wcouflL inparwuiu, 
the protecion of the inwrmu of consumers of el=mury u rural at L 

(5) In pulorming his duty un subectiov (3XaXi) boW. the 
Sommary of State or the DUirc sba take into a=oun. impmuzar, 
the inxwu of thorn wbo ame disbW or of pisoabla Wte 

(6) tn L ctm rufmom to the htnwEiou amped to te Secrww7 
of State by this Pan do amt include refera to ftism ine StOCO 
36 or 37 bWow and rferm to the ftsom so am to the Dtrmr 
do m imude eftim to fuxm teamg to to a ' 
di~jtm. 
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EleCtrICUy Act 1989 	 C 

(4) TbI r qeumnt to consult =pond by subs"ton (1)above Sll PLIAT I 
not apply to the p.n ung of any exempaotis which hAving m to
provisions of section 4 above, need to be grnted before 
,ommencment of tbat $=oI. 

6-- I) The Swretary of State after conutaloo with the DIrector. or L
the Director itb the COMflt o(. or Ln a=oranos *1ha Ag r authority &uLktxirmgiven by. he Secrietary of State, may at a ice= authons any SU~PC'
 
peroo

(a) 	 to p rte elatricy for the purpose of giving a supply to any 
premma or embling a supply to be so pve= 

(b) to trtmt eictmiry for that purpose in that pemso's
 
authorued um or
 

(c) to supply elkmct y to any prma in that pernot's authonud
 
area.
 

(2) The Sec-reury of State ift consultanon vith the Director. or the

Dtraor with the consnt of. or La &rdac with a general auEhonrty

given by, the Secretary of State may

(a) plnt aI authorizng ny pern to suply ele ncy to any

pr AmW or of AdW=Cn;Io SCpthd i th iiceE or
 

(b) 	exted sucb a I by adding to the preua or dmptons

of pum tp= d Un the Iam
 

(3) An appbtomon fri & or exsno &:;.&H be made to the
bad m sha%& 

be prcrbed. &Wwithin 14 days aer the madn o(sucb an appbmuom. 
pn = an be aeiompmed by sch re (if any) as may 

the appLant IhalI pubfish a opy 0( the appmcn m w ptprzbed 
manner. 

(4) Bdom pan gantim ud subaum (1)(b) or (C)above, tb 
SeraY of State or tho Direor shal Vw' wop

(a) staotn thma be proposes to vunt the k 
(b) su=a the reasom wrhy be propos. to gpmt the i and 
(c) sp" the d= (ot bei a than 23 days from the date of

pubbcatn of the notm) witnm wh h rppnen uons or 
obsctinm with to the propose icence may be made, 

and sMal conita any mpres or objcuons whbh an duly madeOtabo, 
ad 	wt wthdrmawu. 

(5) A wdw =tku f imm(4) abov sai he pm by pMWbl i&bn 
the mo= ummc manne as the Sevury o( Stan oc the Diecorconndm0pmw for bzz it to the summo o(persom i Lky to 
be affected by the pun of the m 

(6) A tim shaD bo wism and, m~vwiw-y rvoked 2 
aorac e with any m he licminrm ,shal coatnm in form
for smu period u my be spe . or dwmaw by or undw ths 
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E.;ctr cutCv 4ct 1989 	 :. 29 

(i) 	may include provision for deerm ng the terms on wlch such PuAr I 
agp'eenu are to be entered into. 

13) Conditions ',cluded :n a Ucer.:. me of subsection ,Via)
 
above nay reqwre tbe icence holder

a) to.compiy with any dire-uton Wven by the Drecor as to such 
matters as ar specked in the Ucence or are of a descnpuon so 
s:piLed.
 

b) except .n so far as the Director consents to bs doing or not doing
 
them. not to do or to do such thLnp as an specifed in the ucnce
 
or are of a .sciption so specfied
 

Ci) to refer for determnation by the Diector such quesuons arising

under the Ucence as are specifed in the Liccnce or are of a
 
decripuon so specified, and
 

d) to refer for approval by the Director such things fa.Ing to be
 
done under the iicence, and such contracts or agreemenu =de
 
before the rant of the Um=.nc,as are specibed in the ucence or
 
are of a d~cnpuon so specified.
 

(4) Conditions included in a licence by virTue of subseon (IX)a) above 
May

(a)instead of spfying or denlbing any contruts or agreemenu to
 
which they apply, refer to contracts or ageements desinated
 
(whether before or after the mpo aoof the conditions) by the 
Secrewy of State or t& Dietor and 

(b) mstead of conaunig any provisains which al to be made, refer
 
to proviions set out in documents so dmpa d and dirt that
 
those proviucs shall have such effect as may be specifled ;n the
 
condluion,.
 

(5) Conditions included in a Licence may contan provision for the
conditions to c.w to have effect or be modiied at such tuna. in suc h 
rnanncr and in such c tan ces as may be sp hed in or determined 
by or under the coundions, 

(6) 	Any provision induded by virtu of suble=euon (.9 above in a
licece sha have effet in addition to th* provison made by tis rt with 
respect to the modifimiuon of tdw cort~ions of a licncm. 

(7) Any sum= recivd by tho Scict rty of Sate or the Director in 
coasequenc of ths provuuons of any condition of a I== shad be paid
into dw Coaosoidatd Fund. 

L-(1) Without prejudim to s"tou 7(IXa) above, it may be a Cocuoru (or
cmodition of a icc granted to a company ("the U== holder") Lhat it ururi awaun 
&W from um to tum provid, any company to wbxh subeu=con 12) cmsi' 
Wow appLia. comes to ap"l or has at any =w applie with such funds C P La m'"O 
as may be deurrminad by or it ti oditWu in respWt of such of tLat Icaila 
company's Unbioeu as may ba won 

(2) Tbh subowtion applin to any wimpany iu the opmroton
of a nucler wrntmp;atiou un Scotland whk

(a)doomed fati this pVrpoa of the Companie Act 1985 to ble a 1995c 6
suudary of the I.~ holdr or 

(b)a rMod company of the lice holder (as deftl in par phu

92 of Schedu 4 to that Acs).
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E'ectrlctiy Act '989 
 C. 29 

(b) any refetmc to eectnc lines or el-ne pititrn clt PUT Ic a 
reference to pipes and sasociatcd wori use or :ntende to b 
.uedfor conveying he.t so produced, and stesn produ: from 
and air =d *ater heated by such aeat. 

and in ths subsecuon "isocated works", in relation to pies, me.n.s any

of the following connected with the ptipe, namely, any valve. fiter.
 
stoxocc. pump. meter. mspeltaoO chamber and MAenole and such otner
 
*orks as may be premcnbie.
 

(4) A Licence tnder paragraph (b) or (c) of sL-Uon 6(j) above may

provide that, where any pan of the Licnce 
 holder's audiorud zre Ll 
desip.ated in a subiuent !icerc under thst patngnpb. Schedule 4 to

ahius Act all have effect inreiauoon to the Licence holder ai iany reference
 
to the atcvitt which he isauthonsed by his licence to carry on included
 
arefemn= to the acvues= which he was prviously so autortec to carry
 
on. 

15) The provisions of Schedule 5 to tis Act (which provide for the

acqwsiuon of water rights for hydro-eleclr= stauons in Scotlad) shall
 
have effect.
 

Mod*ijom' of licune 
1I.-(.4l)Subject to the'ollowingpvinoraof thzzsaon.the Direcor o u5 

may modify the conditions of Lieno: if the bolder of the Licence contwu & =U L
 
to the modificauona.
 

(2) Bgfort making modiitons u this smon. the Dirtwr shll 
pvC note

(a) stiwg tha he propwe to make the modifaons and setting
 
out their effst
 

(b) uitaa ths rumnou why he to make the m tdiceona 
and 

(c) sPmfyng the peod (,.bmng l than 23 days (rom the date

of pubiNtiou Of thiUotM) TiAi which rmptmtanons or
 
obo w wnth r c to dbs propoced modiicauona may be 
made. 

and shaIl consad zny rprwnmtauonz or objcuous whch an duly mad* 
and not withdirw. 

(3) A mt undr subsecdioa (2)above sh be pve
(a) by pubfighai the insoiWPu=h manna u the Duwwr coanders
 

approprwa for the pwrpo of brznpng the notice to the
 
amtmuou of peson Wky to be affed by the miaki of the 
modifceuoim and 

(b) by servun a copy of the notm on the bolder of the bomm 
(4) The Dwectoe sha also md a c oft nmoc under submao,, (2)

abowe to dwSetaqwofSmaud i&a~ tho period, qmfid in thewthi
nodes the Swaz7 a Stat dmm~ the Dfr~ux mo to make any
modificadoin the Dbwor sMGi compliy with the dummomc 

12.-1-() Ta Dbecw may mab to the Mooopea and Mago m ak mom 
COU.nmm (in Lbs Part rderred to as "th M mopoads Cmm1 do-to ar11am= which soc ftand a to rapq the Com=mm to 1n=vp W "= an. rePO on tho c-a . 
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E'ecrcagv .4ct 1989 :-9 

(b) 	any other assistance which the ComMns3son Maly requite, and PT I 
*tUch it is *tlUun fis power to ve. in reauon to any such
 
mnatters:
 

and the Commission. :or the purpose of out
arning any such:nvestigation. sna Laxeaccount of any Inlormation gven to foem for
 
:.nat purpose incer this subswi-on.
 

'n determung for the purposes of this secnon whether any
paricuiar matter operates. or mAy be expected to operate. against lie
puoic ;nterest. the Monopoles Comm.ria on snal have regard to themater as respects which duties are imposed on the Secrery of State and
the D~retor by secuon 3 above. 

f8) Sections 70 (time imit for report on merger reference), 81(procedure in crrying out invesutions) and 85 (attendance ofwtnesses
and production of documents) of the 1973 Act. Part II of Schedule 3to
-hat Act (performance of funtons of the Monopolies Commission) and
section 2'- ' the 1980 Act (modicaons of proviions about
performance of such functions) shall apply in relation to references under 
=s section a~sif

(a)the functons of the Commission in relation to those reference
 
were functions uader the 1973 Act,
 

(b)the expresmon "merger reference" included a referena under
 
this setion,;
 

(c) in the said secton 70. refereces to the Secretary of State werereferen to the Diret ... reference to thre monhs 
were a refere to sX months. 

(d) in p1ragmph I1of the said Scleue 3, tbe refer'. , to sctoo 
71 of the 1973 Act were artihen to subsecon (2)avve; and 

(e)paragraph 16(2) of that Schedule were omitMcand inthis Pa -the 	1973 Act" nmm dhe Fjur Tradingl Act 1973 and "the i7 1..
 
1980 Act" maw the Compaticon Act 1980. 19 C.61. 

(9) For the purposo of referee ue this section the Secretary ofState shal appont o In than eight additional members of theMonopolies Commmon; And Lfany ft-ons of the Commison inrelation to any such rderence are performd by a group
(a) the chatman ofhe Commisiezo shad selet one. two or thre of

thos "d iona mambers to be membrs of the group; and 
(b) the number of regular members to be selected by him under

paragraph 10 of Schedule 3 to the 1973 Act sWLL be reduced
 
2 ordngly, 

11-01) In MakinS arepot on a rifernc under secton 12 abome the Rwo 
Motiopotiat Conmor 21it 

(a) sW ihuds in th report defit. conclumiou on the quenons

comphad um the rsfeme. topte with such an &=unto(
thurau for those coocluaon u in their opuw
exedsu t(or faoisaiq a plowr 

is
 
-odauandins o( thoue quescon. aW of thu conluso" 
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(d) 	 seha mocdficaton, by which those effect could be rmedied P,1T I 
or prevented. 

'he 	 Director shall. sub'it to the following provisions of 'his sec'loo.
mnake such moafcauoms of t.he CoCItIons of that licence as appear to him
requisite for the purpose of remedying or preventing the advere effT-U
 
speded in the re>ort.
 
, Before maing modifications under this sw.oa. the Diretor sh"a
 

have regprd to the moditions speafied in the report.
 
,3) Before making modiAhcatons under this sion. the Director sha
 

jpve notuc-

(a) staing that he proposm to make the modiicatons and setting
 
out their effre
 

(b) stating the rasons why be propos to make the modificuons;
 
and
 

(c) 	 spcifying the penod (not being lea than Z3 days from the date

of pubbcaton of the not) within which representations or

objecions with respect to the proposed modica.uons may be
 
made.
 

and shall consider any representations or ob ecuons which ar duly made
 
and not withdnwn.
 

(4) A nooos under sub ction (3) above sWlU be pwn
(a) 	 by publisbing the notie in suh manna as the Diretor consider


appropriats for the purpose o(brmpn the marten to which the
 
nonc reata to ha tenooc of persons ULky to be afected by

the maring of the modiciuon, and
 

(b) by mvmn a opy of the not on the hoklr of the Im. 

1.-,( I) an the amw m mntioned in subeectmoo (2)below Ma4o&noa ythe Secretary of State by order examm any of the powers spmied U)--- d u 
(a) Parms I and 1 of SIdui 8 to the 1973 Act; or 
(b) nom l0(2Xa) of the 1980 Act. 

the order may also provide for the modifaoon of the conditons of aLicenc to such extt as may appear to h=m to be requte or expedient
for the purpose of liv effect to or of taung aicount of any -'ov'tuon 
made by the order. 

(2) Subecton(1) abovs a haw effect wh.
(a) 	 the mr"umszi arn as menatioed in scton 56( ) ofLhe 1973


Act (ordaon report on monopoly referenc) and the monopoly

uniatoa esu inmation to the pt.eton. ,ansmsason or
 
Supply Of Ciecuviay
 

(b) 	the anru a wnoed inseton 73) ofthat Act

(orde on rqpM' on rfenm 
 ) and the two or morm

eutntpTm which c to be disct entrprium won both

enppd in the pcmianon. trumfon or supply of d.mcry,
 
or
 

() the a a menaton, d in scton 101) o'the 1910

Act (ordron q t on competition referm) &d the and

'na"placti relates to the P An.
Aera nnLDOC or 
supyof ehuimgy. 
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(5) Inthi sectoo and secots to 23 below(a) 	 '" 
any refcz'nce to giving asupply of e!ectCcty Includes areferenceto conlnuanf to vPve such a supply;Cb) any reference to 'TqWng1 a supply of e:e"trtCrVrefer"" 	 inClude: ato r •wnngsuch a supply to Contlinue to be give; and,c)any -eferece to the provision of an elctric !ine or znelctn"cI piantt is 	 item ofa refere"
Item 	 to the provsio0either 	 of such a Line orbv the :Stalaaao of a aew oct-nodjcuon of anCisUng One.	 

or by the 

7.-L-) Notlhl si s 
"on l6(l) above sWpublic elect suppler to 	
be taken as requnng a EZ'U=lon"ive a supply of elecnc~ty to any premig u:y to supiv 

(a) such a supply is being given to the preMrnsa by a privateelitz,0"v suppier and(b)that suppiy is given (wholly p&rtly) througborel~tnclcy suppier's elt 	 the publicc lineis and electncal plant;and in tI s Part "private electincty suppher" Mea.s a Peron. o her thana public eiecmty supplier, who is authorued by a rcenc or e"empuonto supply eiecncztry. 
(2) Nothingin 

0 16(l)above sW be taken aselectrary Supplie muLflg apubf
to give a supply of elti:lyto any prmai 
 ifUan tothe exut~that
(A) h ei wpse tad from d ing s by wcum i a not wt hn his

coatrol. or
Nb cUUSM exi fry reasoMight znVoVQ bzw bNgI of which his doing so would orn breach of ringuljuon under 5utzon219 Wow, a"d he Waa cakm' SA Such steptake both to prevent the cunst as it Was reuonable tonprL'vn tbe 	 from ocorring and tofrom ha"i that eff or(c) 	 it is not retaonaW in all the chj u ,0 
 for him to be req ured
to do so. 

(3) PaIrqpi (c) ofsubumon (2)above shall not apply inrelaton toa supply of 6e9aCti4 which is ben given toPublic ehmcnany sPIOp 	 any prMbse 1e111o" thelP to the Oc-.,_pe ,or to the own ,if thePrMMLaMr&M t OCCupINL CoMwatenuioi t dioanu IM tha 3e1en 	working days' notice of hasthe UP ua=suplznP of tht pma:p
 
1L--() Subj*1 to the 
 'oUoWag provisions of thlS sO-Mot.to bQ Chaiad by APublic ei " the prices P", to MoCwciy supplr for the supply ofelectrcty mapby him in Munu o(suc i 16(l) above sball be in aeordam withSIMb tan& (wbh.relate Aab)to the supply to any coEditionof CWsa4y Vicluin hu aMnein diffezyn arn& mayWCUMOMas may he fizd fromamn 	 cam and

to um by him
(2) A tanff Aza 
 by apubliC d*==y suppigr undgr jubsectou (1)
above 

(a)&Walbe s s a ~to sothe tosb h& ; 
M~Opni wil ch t e c ary amtobe m&& sdeas 
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2I,.-(I) Subic= to the foUowlng provisions of this secUon a publiceiecticity suppuier tmay 	 PAT.[req rue any person who requres a supply of Poeiemcty La punuance of subsecuoa ( 1) oi s 
"uo 

'ion 16 above to ive u .nrewuOaable secunty ror ihe pavment to tm of all money wruch may

tome due to tr-

a) 	 :a respect of the supply; or 
b) 	 *nere any ele-c LUne or eiectncal plant aLis to be provded in 

pursuance of that subiecon. in respea of the provision of"te 
.me or plant; 

and if that person fatis to give such s-unry, the supplier may if he 'hinkstt refuse to give the supply, or to provde the Line or plant, (or so 0o0g as
the 	zamlure continues. 

(2) 	Where any person ba 	 not given such seunry as is meUUoaed 11subsecnoo (I) above, or the semnity given by any person has become

invalid or ins wBae
 

ia) the pubbc electriciry supplier may by notice requLre that person.
wIthmn seven days a the scrv 
 of 	the otice, to ipve himreasonable secury for th: payment of all money wuch may
become due to him unm sp of Lhe supply; and 

(b) 	if that person fads to give such seurity, the supplier may if hethinks fit disounnue the supply for so long as the faiure 
contnus;
 

and any nouce undar pangnph (a) above shall stat 
 the effect of samon 
.3 below. 

(3) Where any mnocry isdepomite with a public elec=try supplier by
way of mcuIrywn pur 
 n 	 o( thisw o. the u;pir shll pay rnterest.at such rat as may from =me to am be fued by the suppie with thearprovul of th Direcor. on every sum of 50p so deposited for every thremonths durn which it reamis in the hands of the suppler. 

(4) A pubicelecridy suppier shall not be entitled to requre secunryinpw'suam of suboscuon (IXA) Above if
(a) the person requiring the supy i prepared to take the supply


through apruwpymum mew.- and
 
(b) 	it is resonably pra 1ebie in l the cimtms ac (incuding inpartizlar the rusk o(low or damae) for the supplier to provide

such a miw. 

21. A publc eictz y srppher may reqitne any person who reqwu a 	 A ac,-w temisuply of ekc ty in pursa a of son 16(l) above to wcpt u2 a(P'MY.egm of the suppr
(a) 	any reuico which must be imposd roe the purpo of
enabilin 
 the viplia to cocqy with uagulanons uader wcu

29 	bek. axid 
(b) any-ta rZnctmg any libiityof the nspi for sconomiclo nrmatzng from melipucs which it is ruasounble in ad the 

stances for that pawn to be r toAAuwBd DOUM 
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I5) An order under this secuoo-. PAt 
(a) may include such :nczdental. sutoiemental ard zonsequental

provision !c:udng proflszon requiring eitner arv -o pay aium :n respect of the costs or expenses ncurreo :, ne person
making the order) as that person considers appropriate. and 

b) snail be inau and
,0 in England and Wales. shall be enforceabie. :n so .faras

it inciudes such provision a3 to costs or expenses, as if it were 
ajudgment of the county court 

in) in Scotland. shall beenforeable aj if it were an extractregstered decre arbittal beaing a warrant "or execution 
issued by the sheriff. 

(6) In including in an order under this semaon any such provision as to
.osts or expenses as is mentioned in subsection S) aoove. the person
mak.ing ie order snail have regard to the conduct and meam of the

parties and any other retevant circumstances.
 

4. The provisions of Schedule 6 to tlis Act (which relate to the supply rn oliof electricity by puolic electricity suppher) shal have effect. 	 ei.octy supply 
z.o(W. 

Enforcemut ofprecedin provwuom 
1).iSubject to subwetoms (2)and (5)and sectioLa 26 below. wherthe Director is satsf 	 Orden forthat a ticence holder iscontaveng. or is Likely mriqto contravene, any relevant condition or reqUztMn. he s'=.l by a final oPaorder make such proviso as is reuat for the purp * of securn

complazwi wnbtb that condition or ruqwraCk 
(2) Subject to subsection (5) below, wher it appears to the Du'ector

(a) that a lice= holder is contrave=g., or is likely to cotr-avene.,
 
any relevant condition or rnequmt. and
 

(b) that it is requmte that a provuwoal order be made. 
he shall (instnd of taking step towards the making of'a fnal order) by aprovyuonal order make such proviion as appean to aLm requiuite for te purpose of seciannl compian with that condition or requirement. 

(3) In determinin for the purposi o'subsnitoa (2)(b) above whetherit is requisite that a prosional order be made, the Drector sall have
reprd. in pacuLu

(a) to the eent to which any person is likely to sustain loss or
dlamap in con quenm of anythimg whkch. in contravenuon of
the relevant condition or ruirement. isLikely to be done, or

oritted to be done, before a bal order may be madz and 

(b) to the ract that the effect of the provsuons of thn saton and
section 27 below is to auds the availability of any remedy

(apart from uta tho provmo or for n@i ) a rupon
of any ontraventon of a relevat condition or requrmet. 

(4) Subec to subsection (5) and sction 26 below, the Dirictor saconfim a proviuonal order, with or vthout modatona. d
(a) he issaned tam the I holder to whom the orda relatu is

contrve g or is litkey to contravenm, any relevant conditioa 
or requLrmet, and 
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(11)the acts or omijon whch, In rus opIUoM, con tUw PUT I or wouid conotute cotravencons of that con1uon or 
requwxr~ment: and 

iwu) the other facts whict. in his opinloa. ;usufy tne 
Taxin or cooArmauou of the order and 

,c) 	specifying the period (not bemg les than :8 days rrom the .iate 
of pubucauon of ie ootce) within which represenauoas or
objentions with repect to the prooosed order or proposed 
co'firmAuo may OC Ma., 

and sh.all conmder any repre entanons or ob-ecuonz whi h are duly made
 
and rot withdraw'n.
 

(2) 	A notce under subiecuoti (1) above shall be iven
(a) by publsu- g the not=c in such maianer as the Director considers 

appropnate for the purpose ofbnnpmg the tuatters to which the 
aoto reltaes to the attention of persons likely to be affected by
them: and 

(b) 	by serving acopy of the otioce. and acopy of the proposed order 
or of the order proposed to be cooarmed. on the ce holder 
to whom the order relatm. 

(3) The Director sh l not make a dil order with modimuou or

confirm a provizonal order with modifcuon, except

(a) with the cowat to the modihcuons o( the I hokkr to
 
whom the order relatm or
 

(b) after complymg with the rvqlnunts of submnoo (4)below. 
(4) The ruramt mentioned in subction (3) above atre that be
 

Diector shl-
(a) sev on the line holder to whom the order relae such now:
 

u appe to him reqwnte of Ih proposal to make or coafirm
s 
the order with modifimimu 

Nb Inthat notie spscfy the period (mobing k= than 23 days from
the date o( the swvw o( the notc) withn whi.h

repreintauo or obenoas with lrmperr to the proposed
moddicoas may be made; and 

(c) 	cv any reprmamtado or obo=asc which are duly made
 
and rot witdrawn.
 

(5) As soon as prac1bit after maiing a fial order or mMaiag or
coahrmmg a provzonal order. the Dimor shall-

(a) 	 serve acopy of th order on the Uim= hoker to whom Lhe order 

(b) pubiah the order in w maner as he cIowid appopruta for
the purpo of bringing it to the anmtou of pmrocs liAdy to be 
adfeCLd by iL 

(6) Before revoking afinail order or aproviikxall order which as been 
conre. the Dirvso shagil pw ooe

(a) 	 stang that be Pto to rvoke the order MW 	 sun out it 
eT.cr aJEW 
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(8)Inthi Section and section 28 below -:he court- memns ,he High PArT I
Court in retlaon to England and Wales and the Court of SM1sioa :n
 
-etauon to Scotland.
 

ZS.- 1)Where t appears to Lbe Duector Lhat a cence hoder nay Ponw, to m=rj-e:ontraverung or may have contravenedL any relevant .oaciltIon or niormuon 9w.-,ire."nenc. :.e Director may, for any purpose connected *,it, such of

.is:auctons under sction . above as are exemcsaoie in ,eauion :o that
 

matter, serve a not.E, under subecon (2) beow on any person. 
t") A notice under this subucaoa is a notice siged by the Director
 

and
(a) requnng .e person on whom it isserved to produce, at a time

and place specalled in the notice, to the Director or to any person
appointecl by the Dirmcor for the purpose. any documents
which an specifled or described in the notice and are :n chat 
person's custody or under his contro or 

(b) reqiring that person. ifhe iscarying on a businew. to Cfmuish. 
at a tme asd pla= and in the form and manner spcied in the
noti , to the Director such informauon as may be specified or 
described in the notie. 

(3) No prrsoa sha be requrvd uder thi section to produe any

documents wuch he could not be compelled to produce in civl

procieings in the court or. in compiyi4 with any requirement for thefurnishing of informao, to jpve any informaoo which he could not be
comped to Sive in evuia in any such proecidinpL. 

(4) A person who without rsonabie excue fals to do anyt ngrequured o( him by not Lnder subecuoa (2) above shall be Litle on 
summary couvwcno to adfiaeno d1g kevei 5on the standard scale. 

(5) A pernaw who intentonally alters. suppreses or destroys any
document whch his has bmii requud by any nouce under subsection (2)
above to produce shall be 4able

(a) on summary coavkto to a fw not ec€ciing the statutory 

(b) on couvwbon on indi llt, to a fine. 
t6) If a pcrwo ma, default in compiying with a nouce under

subuecon (2) abom the court may, on tbe itppbtion of the Duetor.
ake such order u the court think fit for reqtunng the default to be made

good; and any suib ordermay provide that all th costs or expease of
and i~dental to the appimoton shall be borw by the person in default or by any osdlas of a company or other assocatoG who are responsbie
for its default. 

Prowitiow wim respKI to iupyge v ly 
29.-( 1)The Se=tsry of(Sate may wmak such regulations as be thinks Raquuom

ait (or the purpces of- rWME W 
(a) secunag that suppbu of eiridy an regular and edsnt; ty(b) protstng the publc from daner arsing from the generatiol.

unimimon or supply of elcut ty, from the um of edecty

suppikid or from the inx-laon. maantens or ue of any
 
elecu LinEor au4 TVcuLaE Opant, 
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(2) The duties of an electcal inspector under this Part shall :e as PAr f 
folow,

,a)o nspect and :est. penodically and inspec:ai c..¢es. e:ectnc nes 
and eectncai plant elonping to persons authonea by a ticence 
or exemption to geW-rate. transmit or suppiy electricity; 

b :o exarnne. penodically and in special cases. the generaution.
:ransmisuson or supply of electnacy by such persons; 

c) to :nspect and :es. if and when reqwre by any ccnsumer. any 
sucn lines and plant on the consumer's prv, ses. for the purpose
of dete==in.ng whether any requtrement imposed by or under 
this Part n respect of the Lie or plant or the supply of 
electncity through or by them has been complied with.. and 

(d) 	 such other duties as may be imposed by repilauons under this
 
semon or as the Secrtary of State may determine.
 

,3)The Secretary of State may by regltion
(a) 	prescribe the manner ia which and the tnmes at which any duues
 

are to be performed by electtncal inspectors;
 
,b)require persons auchonsed by a licence or exempuon to jenerate.


transmit or supply electiry
(i to furnisi eiectnci inspectors with records or other
 

informauonm and
 
i) to allow such inetors aces to premises a d the u.w 

of eieciri pant and other fataliua; 
(c) 	 muk provision for remivin person authorind by a L to
 

supply elect ty from any obliputo to supply in such cuas as
 
may be Lre bed. &nd 

(d) 	 prescbe the amount of the fes which are to be payable to such 
iflSpectL 

(4) Any fees re~ived by eecrical inpectors s be peA to the
Secretary of Statc and any sums rwsed by him under this subsecton
shal be paid into the Conowdated Fund. 

31. The provisions of Schedule 7 to this Act (whwh rate to th. use. u . o 
eruficauon. testing and matena of elecrity mten) shall have ='m. 

erTect. 

Protect=oe ofpuai UmueMI 

3.--(!) Th. Secretary of Sza. may, after consultation *'tnh tueFt cm,= rraw 
Dirsew and with Le supphia con-yn . by order rwuv each public w'-(onw ri
elWumtysupper in Engand and WL. or each sich s u m in mU 
ScoatW before a day sphd m th order, to maks (in so far ash bas 
not already done so) ad produa revnc to the Dirvcwor sb4w. tha 
he has made

(a) such artainlent; or 
(b) whm a prevum order under this subscton ho bad efect in
 

rmatim to hI=, a 0ditional AMOunM u,
 
u wl sacum th result mention in subeecton (2) below. 
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",:lamid net capacty" in relaton to a aon-fossd fuel eeraunLg PAJtT I
sUUon. mans the tig.ec generauon of elctncty (at the m,.n
alternator errminais) w :can be iMneaa :nZed.njteiy
without causing damage to the plant les.

'a) so much of that capacjr as IsCoCLsumcd (,y the plantand 

(b) tn the case of a stauon whch iscapable of being fueUedby a fossi fuel, so muct of that cpacry as the Director may 
determine, 

"fossd 	 fuel" means coal. coal products. gmtp, narura gas, crude 
qwd peroleum or petroleum products 

smnmal g.s" and "peroleim producs" have .he same meaning as
ia the 	Energy Act 1976. 19"6. 	 "6. 

non-foulrut genentng 	 a stauonsautn" mea1n s generaung
whxch is (or may be) fuelled or driven otherwise than by a fos&W 
fuel; 

and for the purposes of thi setion a public elrnciry supplier shall beregarded as such a supplier in England and Wailes or such a suppuer ioScotland. accordng as has authonsed area falls wholly or mainly In

Eng and and Wales or wholly or mainly in Scotad.
 

(9) The Swretary of State may by regulations provide
(a) that subectons (5) to (8) above sa have eff ,n reaion to 

ay Mn-foml Neif Pn MnnsttUoa which is diven by water.wind or solar pow with such modLfiauous as may be 
prewnbed, and 

(b) that elecutnry g!ernUted outde the Uuted Kingom shall beretawd for the purpose of subson (5)a) above as genaerted
bY a nonfoaal fte genrating Sauon La such Qrcumsta= and 
to such extent as may be precrbed. 

(10) 	 In reLation to ay UM before the c mm e t of secuon 4above, any rmquuvant imposad by subsecton (1) above to consult withpublic e rcy suppiier in England and Waxl or public e0 rywsuppLier in Scotland sha b construe as a requremnt to consult with
the Area Boards or. as the came my be, the Scottih Boards. 

33,---(I) Wber, du Secretry of State has made one or mor orders Poi fuel *yundar mucon 32 above in relauon to pubic ec- ry supplers InEslgad and Wala. or pubLic eect='ny supplien in Scotland. he may by
relpanoms provXe

(a) for the iimpoition on such suppliers, and on persons authon.ud
 
%, o
by a lWnm une" s 6(2) above to suplty eih.c=ry withm 

the auhomnid um of ch asuplw, of a levy in of'eAh 
qua'lfyn moo
 

Nb) for to coscicto o( paymen in r of that W/y by 
a 
pumed perwo; and 

(C)for the Makin by that P"ro to ai suppien out of the
PS)MMU so CoUded, o( ymnca inrepect of each qualityM8

moTED
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(4) In thi s no*-- PrrI 
"advance payment' nens any payment made or expemse !ncurred
 

Ln feiAaon to a parMC Uia gneraUng SLAUo, before e uiCjry IS
 
5rst Ine-ated by ., t staoL and any refernc to the m ,.ing
 
of advice paymenu shaltl be contrued accordngly;
 

"ieferrd Payment" Mens any payment made or expeum Inc'ured 
.n eiauoo to a paert-cuJM gnctinl suiQo ater eiectnry
 
cam to be g ncnraed by that staon.
 

"fosi fuei sgewneung staton" Magas a Penemnrng stlaon fuelled by
 
a fosuil fucL
 

"'e'mabi el1'inty" mr~ns elI"~y whicb-
(a) is pwerutsd by a foal fuf p'nraung suAtion; or 
(b) isVeirted by anou-fog fuei g 'wng satlon
 

Ln pursuae of qualifying anp ,nts;
 
"on-fovW fuel gecrtng suttion" m s a nraing station
 

fuelled or driven otherwue than by a foul fue;
 
"qualdytigm agements" inrelaton to apublic ekcu ty supplier.


me&s any arrzngvmmu- ent denc of the making of which he

hau produced to the Duv r La punsuinc of an order U!der
 
smuon 32 above ---A 

(a) Vag ma& jointy with onY or morm otc. public 

(b) sa=y such other rquremea as may be 
prrbd
 

"qua/iW mouth" in rlato 
 to a public ecty uppliae or a 
Paou authonmad by a Ham unde witou 6(2) above to 
su~ppy ew=usty vithi te authori area of sich a suppie. 
mns a mouth begpnn on or dtr tbs day appointd by the
drtorde under s*caa 32 above which ha effet in reiton to 
that sun4p, 

and other exprmons which an ud in mmon 32 above have the us 
meaup U in that Moon. 

34.---(1) This mcoa appli tomay j =S staton whic,- F,,* e(a) iLsof a =aPwty W less than 50 mpaws aWduma 

(b) is hiallad oheris thin by vuts or mzufuvc paa 
WAOM 

ad in this susou -wasu" Wath samn mean," us n tu Control of ir4 c.4o. 
Podu'ion Ac 1914. 

(2) The Ssweaxy of State may by wdar provide that umbaru (1)
itbow Ahai have -f as it for the capaciy MMWnOW in pasPaph (a)
the 	 wm sustuid ,uch oc a ,my (mot 100 mpwans) 
as my be sed is theorder. 

(3) In re of any pomen natio to which this ncon mocim,
the Smeary of Stat. may pwe a dnsmr raqwin the po who
opeinta it

(a) 	 to max& s=xL TVMf M, ect to amb o fW an
 
od me ataor r" th" n g Umoo for the
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(3) [A subsections (1)and (2) above "spec~ied" means Mecsfed by or PART I 
,nder the Saretan of State's direcuon: and a permo auttonsed bv a 
;CcWC to Lr~nSmt electriclry shaLl effect to any dLrecoo pven toepv 

jnder subwecUo tA) above aotwtntandin$ any oLTe Iurt LMposed on
 
% by or under ths Part.
 

,4) The Secretary of State shall lay before each House of Pata.met a
 
:cpy of every direction jpven unde secon 34 above or thu wton uniess
 
he is of the opinion d.at diclosure of the direction is am=st the ,.temu
 
of nationAl secuity or the commemraU LnwLeu of any person.
 

15) A person who. without re.sonable exc-w, contravenes or fd.Ls to
 
compiy with adirection of tLh Secretary of State under coo 34 aoove
 
or thia suon sh& - LaUbL-

(a) on summary conviction, to a done not exceeding the starutory 

Cb) on conviction on indic=ent. to i fne. 

,6) No proc=diip shall be :nsututed in Eng~nd and Wales in respect
of an offence unaer ths section except by or on behalf of the Secretary of 
Sate. 

(") Pirgrphs I to 4. 7 and 8 of Schedule 2 to the Energy Act 19?6 r6c. 6. 
(amim, trauon of Act and other maten ) sdAll have effect as if

(a) section 34 above sere containod in that Act; 
(b) the powers of parag"hi I w exercisbl (or any purpose


connecte with securing complian with adirenon under thAt
 
secnou, 

(c) 	informanon obunaed by vrue of tha pdragraph could lawfully
be disowd to any person by whom anything falls to be 
sp=fed under such a duuon. anO 

(d) the power conferred by sub-pag'aph (1)(c) of th t paragraph

included power to dire thmt wformanon and forosu bie
 
furhsed to any such peroa.
 

3X.-4 1) Sub e to subuacions (2) ad (4) below. a generating staton Contr.tut,
shall not be comztrucs cxt taw 'of movirwuoded or o d ex='pt in aci~ordance witz 
a Conment ranted bry t e Smuy of Stae. C 

P-nung 
"U'OM(2) Subeaction (I) above &Wal not apply to a p mang sntanon whose 

capliltr

(a) does or excod the pertaned capeary, that Ls to say, 50 
meswattu and 

(b) 	in the c= of a pwnan suon wbch is to be eonmu.ced or
 
ezt=d&. wl oot amd the pawtted capsity wbn it is
 
consummed or ateaded;
 

and 	an order unr tho mben may make diffavat provtmon for 
rman na umo of diffwtdarm or decrpon 

(3) The Socrawy of Statm=y by ordar pro.id that uahmoul (2) 
abowe Sha have off= if rot the paEItud oMY ina 	 IL[oonU
para6rup (a) tha wmn mbmcuWa such Othe cawty as may be 
Tpi e in the Order. 
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15) 	No proceedinp shU be instruted Ln England and Waks inm PUTr I 
of an od'tce under Us seuon except by or oa oehWuf of .beSecretry of 

. The provios of Schedule 9 to this Act (whlch relate to the pnmamr 0(

reser',auou of a.me'my and 5shenes) shall have fect. &mmy ,,
 

Connw'rproteczoR. tandardr o/paform cv 
39.--.- 1)The Dietor may-	 Smmty 

(a) With tLe cosent of the Secretary of State. and 
pormu= .n(b) 	after coasultaooa with pubc elecumry suppliers and %nth arndu&J_
 

persos or bodies apparng to the Durvwr to be rupresicavev

of per:wa Ikeiy to be ffaead,
 

make mr auos prescnbLg swch sundards of performa= n
 
coanncuon with the provison by such suppliers 
 of eIcry supply 
se-ces to tiff customens as. n hs optno. ought to be achwivd La
 
;ndrwidual cases.
 

(2)Resladaoas under his secto may
(a) 	 prenb a-rcuzsum,: o which public ele mty nqunppie am
 

to inform persons of thbr nghts under ths sectoa;
 
(b) 	 pres:ibe such statlards of performne m relauo to any duty

anun under pugraph (a) aboa a. in the Direcor's opuwa,

oughi to be am nd
in a a 

(c) preca s riasitancm in which pubfic e.uzm,- pmy am
 
to be awnpud from any requum ts of the reulanoas or this
 

and may make d tfremtprovson for diffwet public eiwnty suppier. 

(3) If apublic e~vty supplier ails to twa prakibed naodard,
he shall make to any pawn who usaffcstd by the faiure and Ls of a
presnbed derzpaoa such compamaoe a may be mdind by or 
under the reguawas. 

(4) The makmg of"o une this seou in IuPI of any
faulure by a public ela-tnay supplisr to tm a prmnbed nandard shall 
not prud= any ctr rniy which may be available in respect of the 
a=t or omiainn Whichk sc that failure 

(5) Any dispu ariin nd this suon or relpiaom made under 
it

(a) may be rferred to the Dirmorby ther parry and 
(b) 	on such arefeeo, shLa be detemio by order mad. eta bry

the Dwomr or, Lt"betbik dt, by the coumn',Ammneto
whchtbo mpr a Aocusd or any s omm o tha 

and the ptacnm asd pr cen to be fooawmd m cow uo wuh any
such determmaa &hal be k u may be ;x ambs&d 

(6) An ore under subenctou (5)abov shal be fina an shall be 

(a) 	i P-gland and Wlm.a ifitw ajudgmw o the cooq 
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(3) A public e!e~ctrv supplier who without remasoable excu.e tad, to P'..a f 
do anything requie of him by susamoa i2) aoove shail be jabie on 
summary coavictiom to a tine not exceeding ievei 5 00 Lhe standard scaie. 

4) The irector small at leut o0= in e"'ry year arrange ,-or the 
,ubibicauot. in such form and n such manner as mie cona.ders appropnite.


)I sucn f"he ;normauon collected by or furSbed to =-aun.er fl±5
 
-c::cc as .t -nav appear to i expedlent to give to c,.stomeri or pOCtual


':=tomn of publc e1'tnciry suppliers.
 

(!)In arranging for the publication of any such nformatuon the
 
Direc:or sh"all have repgrd to the need for exciuCing, so far as that is
 
practuca ie

(a) any matter whrh reites to .he affair of an indivdua. where 
publication of that matter would or might. in the opituoa of the 
Dhrwtor. seriously and prejudic.aily affect the ntemsu of that 
individual: and 

(b) any matter whh relates specificaly to the affairs of aparticuiar 
body of perns. whether corporate or =unncorporate. where 
pubation of that matter would or might. in the opinion of the 
Director, senou.ly and pre.udia"ay alTfet the intemLsu of that 
body. 

Coioser Prorecnowu MzsuilzVWOUS 
41.-4 1) If and to the extent that be is requested by the Director Fu,,om th 

General of Fair Tradin to do so,ithall be the duty of the Djrector to I t 
exercs Lbe funcuois of that Dirnctor u Pin III of the 1973 Act so ==m = w 
raz as reiannn to courm ofconut which arm or may be de muwaW to 
the tLnru of conumna of eintiwy, whether tho- ,ntereu ar 
ecoaomic or ,aterest; in rsec of health. safety or other man=tr and 
refemce in that I-an' to that Diror &hall be constud acordingy. 

12) There are bery tryanerred to the Diretor (so as to * exercable 
concurrently with the Direcwo Gemeral of Fair Trading)

(a) the fiunctio of that Director under noas 44 and 45 of the
 
1973 Acu nd
 

(b)the Auw onsofthat Dreco u s ctoms 50. 42. 53. 86 and 
88 of that Act. 

so far as rcim to mosopoty atuanaos which exi t or may exi in 
relation to coumanal actriuUm conneted with the gonon.
tran mimon or aupy of dticity; and refermces in Pit IV and 
sections 86. 88 and 133 of that Act to that Diector shad be cmtued 
accordinty. 

(3) The am bereby tra nferred to the Director (so as to be euxr uable 
coaun tly vth the Director Geram of Fair Trading) the funcuons of 
that Duictor un me'os 2 to 10 and 16 of the 1930 Act so far u 
reiaon to courm of cooduct which hav or am Lnede to hav, or are 
akiely to have the 46a of rwwasn& diotorun& or prmvwnang
coaluao um conano wh the pwanon. trunimouor nppy of 
elecin'ty; and refmru m thou mno and in mccoa 19 oftb Act to 
that Du=or sh be consaved aordiny. 

(4) We'orm. athw .DIh= aari mawarrrst in reiation to any
fun-uontns c 'ran by of the.y followw4 prOVUWG ,=Niy

(a) pasnqup (a)of mcbm (2) above 
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Invest1gatIO of compaiMt 	 PAr 1 

45.--4 1) Subject to subwi.o (2)below. it ibll be the duty of the nmao0 
Duemor to :nvesupte any matter wrucc app$a., zo him to be an enformnt 
einkfreement matter and whch-

ia) is the subject ofa representation (other than one appenng to the 
Diretor to be fCvolous) made to the Dirwtor by or on bebadf 
of aperson appevanng to ?.he Dtretor to have an intermt in that 
matter or 

ib) is referred to him by a consume' commmttee under subs-toa
 
3) below.
 

2) The Diretor may. if be think fit. require a consumers' Committee
 
to tnvestapte and repor to him on any matter failing within subsecuoia
 
(1)above which retates to a person authonsed by a icemce to supply
 
ew-tnt'y In the commiam's aeM
 

(3) ItshaLl be the duty of each cozumers' commzt.t to refer to the
 
1,r-tor any matter which

(a) 	 appan to the committi to be an enforcement matter and 
tb) 	L the subt of arepresentation (other than one appearng to the
 

commintt to be frivolous) mude to the commint by or on
 
behalf of a pemao appearing to the commitee to have an
 
intemt In that mattr6.
 

(4) In this se o, and secton 46 below -enforcent manae" mens 
any mater Inresip of wich any fuc-uons of the Du'zor under unon 
25 above re or may be exic .ia. 

4&-(1) It iall be the duty of each cnsumm' comnitee to [atocm ao 
inveutipte any mamttt w xh appear to the conminma to be a relcvant =m o 
mat er and whxb

(a) is the saljacm of a reprmntabon (other than one Aparing to the 
conme to be frivolous) made to the commitun by or on 
beha of a pusoa appuan to the committee to have an 
intZm in that matte. or 

(b) 	 is rnerridto the commuttas by the Diruwr under subsecon (2)
 
below.
 

12) Subjec to subsution (3)below, it sal be the duty ofthe Dtreer 
to refer to a 'commutw Any marte whb-

(a) 	 appw to the Dico to be a rievant matter nd 
(b) 	 is sub.ct ofa tepresentanon (other than one appeari g to the 

Dirctor to be frivol=u) inadi to tbs Director by or on behalf 
of a peon app ng to the Dtrewr to have an itsm In that 
mante. 

(3) Nothing in subsction (2)abov, shall requw the Diror to refe 
to a omumm'comun any martint m o(w hIsaaL dy
conademg euauung ftacato ti Palm-d 

(4) Whm ou an invips unadbasectm (1) above any manw 
appan to a conrsmm' cocim to be a mawae in ra= of wbxh it 
woqakd be appropriate for the Due=r to cum any fmcbm under thin 
Pa, the wrns. shall refer tu mau to the Diructor with a viw to 
bu c~mumng thou AzoE with rApVAI 	 Lto matter. 
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(3) The Director Centrl of Fair Trading sha coasuit the Dirtcor P-AT Ibefore pubisb.ng under section 124 of the 1973 Act any inforniauoiad',ce wbx ormay be pubbshe by the Director under tkus secto. 

49.- I) The Director shdJ, at such premie and in such forM aS be Kamag o(May detcr'nrMe, ma.antn a resiter for the pUrposo of tha Pa .
 
) Subject to subsectioa 
 3) and to anv directon gven undersubction 4) below, the Director sh cause to be enered in the regiser


the provwon, of
(a) every U1,cce and every enptioa Vant d to a pancuiur

persotu 
(b) every modiucatioa or revocaton of a iceamce 
(c) every direcuon or consmt gven or deuerta=uom made; under a


Licne and
 
(d) every fnal or provisional order. eery revocarion of such an

ordTer and every not= under section 25(6) above. 
(3) In enterng any provision in the register. the Director shadl have
regard to the nced for excluding, so far u tat ispractucable, the matters


specifd n section 42(sXa) and (b)above. 
(4) Ifit appers to the Secretary of State thai the e=try of any provison
in the repster would be agais 
 the pub Ltreut or the commamWainteram of any paon. he may dim the DUicr not to eter that
 provuoa in the reguzer.
 

(5) The contents of ths repuuv &MUi be availabie for inspecton by thepublic during such hours and sub= to the paymmnt of such feebe spsin- us mayin an order mds by the Ssrmuy of State. 
(6) Any perwon =y, on the payment of sv.h re as may be sps;adW inan order so mad& reme the Direwr to suppiy him with acopy of. orex~tract from. any pan of the regisit, btem acopy or exuact which isceruie byheDircor tobe aueoM o t 
(-) Any sums racrivel by the Diiwtor undr this section sha be podinto tde Con olidead Fund. 

Wt-4 1)The Dkecw shal us s o as prac 1bie after the end of the Anuw sadyear 1989 and of ec suq cenda r yer- y.- MPOM 
(a) make to the S9crwy of State a report o

(i) Wi aevitin duming that y , and 
(ii) the Monopoii ComMUMoU's actviti durM that 

ywr so far as relaiting to referm made by h=m anW(b) mad acy of tha report to the chauman and lt of each 
of the consaLa' COeMICEM. 

(2) Evyrery A*i.ww d 
(a) cude a i@n. imrvey o( dmiopumgs, during t ymr towlhi it r lalen, in C Of ature fallina WtthiA the CoP* Of

the Diorec t aom 

dunmg that yurO 
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(2) 	EAd consumer comm.ttee shall 	at least once n every yeur. and P.r Iwbenver direced to do so oy the Drector.make a report to him on Lbesz

actuvIa.s. and every such report sh l 
 Lnclude a staterment of tbc matters
on which. during the period to wtich it ,eLats, .thCommi-ee have
 
advised te Director under seticon 51 above.
 

13) The Director may arrange for a port made to him under this
 
se-.oo to oe pubiushe in such manner as ne =onmsden approprtale.
 
,4)In publishing any report under this seion the Director shall have


rep.rd to the need for excluding, so far as .Lat Ls pruicable. the matten

specIded Ln setion '(5Xa) and (b) above.
 

53.--(1) There shal be a comm,,tee, to be knowu as the Naona.l The auoua
Consumers' Consultauve Commin, of whxh or sha Comownthe 	Dve bechw"an and the ordinary m .beshall be the pe'mns who for the tme C-JtaO,
being hold odce a.s chaLrmen of consumer,' commines. 	 COMMr 

(2) The Committee shall meet at least four umes a ye and shagl be 
under a duty

(a) to keep under review matters affecting the nteresu of conisumes
 
of electncry geruLy; and
 

(b) to fiaLitae the excha.nge ofinformation reLating to sach manr'
betwee 	 tbe Diectr. the ordinary menbmr ad tb. 
respec 1 o Mm lComminbe 

Prav.omi wuh revet to CoM MVW fic. Co as.c 
S4 The following Counls. nmaeiy- Abim o( 

(a) 	 the Elecu ty Constan' CourAi cra ' 
(b) 	 the Consultantve Cou s oabUbed undee secton 7 of 	theElec ry Act 1947 for the aim of Arm Bo&ra an1% r 34. 
(c) 	 the Consultatv Coun:is azabbsbW under uction 7A of tha
 

Act for the dWnsu of Scotmis Boards,
 
shall tm .to 

T0 
Lminodzazy before ;--,m of aection above 

71.-0()Secretary Of StAe may pay to the person who C o.
the s 54 are the for chchunU of the Cou=nL Cran" to 9 by vrim of that M=on such * ,&,oMby way of omp anoun forlow ofoffim or lo= or du=nuon o 0 69

Naoa right&, u tLe Seumry of State may with the appmrvl of the 
Truury deimn. 

(2) 	Tbe Secretary of State may Lo pay to pm'nws who mmodiatafy
before dwtht 	 of"mou 54 above am okmi of the Cou,,.
". to cm yy vu ofoth uo su 4 by way of

compiaacoa for Icof aztpkYY=m or km or dmuston ofremunaom or pe o ngth. as the Secretary of Sum my wub theapproval of the Truarydetumw. 
(3) Any Pn= dqMby the Secretary of Stat for Mokin paYmund" this muo sal tr.paid out of money ProvWe by Puanam . 
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(v) the Diretor General of Tel.ommum.tos; 
v) the Direcor Generaj of Gu Supply; 

ivu) the Director General of Water Supply: 
vui) the Civdi Av"auon Authonry: 

iLx) the Insolvency Prctauoners Tnbus, ; or 
1) a iocal weighu and memsures authonrty in Great

Mnuum 
of any of h,, or. a. the case may be. their fuz'ctuoas under any of 
the enacenus or mistrumcnu specifed in sub-iccuon (3) below: 

(c) for the pu.rpose of eubling or assSung the Secretary of State to
exercise any powers conferred on him by the FinsalJ Servic 
Act 1986 or by the enactmenu reautng to companies. auuranco 
companes or insolvency or for the purpose of enabling or 
aszsng any inspector appointed by hm, under the enac=ents 
relatmng to compaimes to carry out hats fuwnooz 

(d) for the pvrpose of emabling or isasting an oictaJ river to 
arry out has functonas under the enactments relating to 

inslivency or for the purpose of enabling or assuatng a 
recopgised professonal body for the purposes of semon 391 of
the inslivency Act 19% to carry out iu futions as such. 

(e) for the purpose of facilitang the carrying out by the Health u 
Safety Execuuve of any of ther func'ons u.ada any enctmet; 

(f) 	in connecton Awth the invesn tion ofany cnmnnal offlen or for 
bhe purposes of any 'mznalprooe&np; 

(1) for the purpots of any civl prowedin brought indt or by
viue of tus Pan or any of the enactmcnu or insaumenu 
spwified in subsection (3) Wow, or 

(h) m pursua of a Commuty obplioon. 
(3) The enactmnu and wmuueu referred to im subscton (2)above 

are
(a) the Trade Dezmpaon Act 196M, 
(b) thu 1973 Act 
(c) the Consumer Crdi Act 1974; 

id) the Resuw tve Trade Praca Act 1976; 

(M the RueAsaePr= Act 1976. 

() the Estate ApumAct I9MI 

(S)the I9M Act 
(h) the Naaonal Audit Act 1983; 
(i) the Teiscommunicaons Act 1914; 

(0) ft GIW 19(k) theA pOrtActAc116 

(I) the Lavov Act 1 16; 
(m) the Couamm Protac Act 1967; 
(a) the Water Act I9W, 
(o) any mbodinate leraion a. for the purpos of 

,osMPMaWub the rsm=u 0( the Csou 0( L, EurO s 
Commutm dated IOh S ep b 1914 (No. 4/450/F. o 

PAT f 

qus9c.6. 

:916C. '5. 

9' . 3. 

I74e. 39 
1r7 c.34. 

1 " C53. 
M. At 

IM . 

19"4. 12. 

19M c. 319"r 44s. 

1947 c.43. 

In'. 15. 

6'-1'*T AVA II-AS1.E 0 .tUfAVENT 



E1tcrrrcuY Ac d1989 C. 

(71Without prudice to any nigh which any person may have by vue PAT 
of subsec-uon 0) above to onag ivil proc*Mdnp in Mpect *o any

Coaravenuoon or apprenendec contravenuoa of any dir uots under thjs

sctioa, compliance with any sucn Waection. shal be enforceabie Vcivil
procnedlnP by Lhe Secretary of State (or an injuncuon or interdict or for 
any other appropriate reuef. 

31,:"M."s Secion
"deaisnp" inciudes 
 dealin entered into otherwise than for
 

purpose conneted with Lhe tlmunjiOn of eictnciry;
 
ouLcsde person". in relation to lay person, mea= any person who
 

isnot an asociate of hm
and for the purposes of Lhis suon a person isan a.ssoate of another if

he and chat other are connected with each other within the meang of
 se=uon 539 of the Income and Corporatuon Taxes Act 1988. ;9883.
 

.--.-1)If any person. in ving any information or mak g any &lungof fain 
appucanon under or for the purposes of any provision of this Pat or of utmer,,u et.
 any reguL uon made under this Pat, makes any statement which he

knows to be Cal in a materal partcular, or recklessly makes any
 
statement wtuch isfalset ina mAETeIal particuLar. he shaW be liable

(a) on su-MMAy conviction. to a dm not eceding the statutory 

(b) on convton on dictmeat, to a fne. 

(2)Any person who seeks to obtn entry to any premses by fai'ly

pr=ding to be

(a) an employee of a public eecu-kuty suppLier. 
ib) an elecmcal inspector, or 
(c) a meter examier, 

shall be "bie on summary convcnon to a doe not excaeding level 4 on 
the standard scae. 

f3) No procsdings &h" be ,natuted in Engia d and Waes in rapet
of an offence undf sub.muou (1)above except by or with the con= of 
,he Sretuy of State or the Ducaor of Pubiic Prosecucons. 

Suppimalrm~ 
6.--(I) RegulJa mzde under .ay povuuon of this Pirt may powm to MAupmvxd for the deeunmmnaon of qumons of fact or of law whixh may rmquoa&.

arm in pvwS effec-t to the rpLttions and lorm.lat|ng(otherwise th a
Ln rhaum to any court procedLap) Lny martm nt.enl to the prac=
ad Produre to be followed in conacton with tLe dentUoa of 
such qu=04ous. icludmn provmon.-

(a) U to the mode of piroof of any manur. 
(b) as to par. and thoi r ru;x taoo 
(C) for the nght to appw beforw and be hft- try d Sncroury o(


Statc the Dui-o &adother autho sum aw
 
(d) as to awarding coa or exp==m o(pmnedino rot the

dwmunaou of sch qtaom. n=udins the amount of the
 
ct1 or 4U M ad the enforemnt of(the awards
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PAAT 1 (2) Regulations made under any provIMon of ts Pma W,,ch prex.aperiod within which L np are to be done may prore for extenC.:g ::e 
penod so prescnbed. 

(3) Regulations made under any provision of this PUT may-. 
(a) provide rot anyihmg falling to be determaed .inder ".eregulations to be determ.ined by such persons. .n accord.amCe

,nthsuch procedure and by reference o sucn Matter, and :o e
opivioa of such persons as may be precnrbed by Lte :egt~auorj.(b) make dilfereat provuoo for different case :nc:udcng :..rent
provision in relation to different perss, mrc-stancs r 
IO.io uMnand 

(C) Make such SUpphl.etaL COnSequental and 'ransItca, 
provision as the Secrary of State or. as the c.ase ma , 'e, ::e
Director comuder appropriate. 

Coeacujwt 61.--.4 1)Subseimon (2) below applies where a Licence older ,a-.s~n nw.P appliczaona to the Seretary of State an 
or his consent under sec::cn '6above for the constructon or etemon ofa generating station and. ,:rapurpose connected with the proposed coOtMictio or extension ofstation, makes either or both of the oflowing, azmely

(a) a compulsory purcAhe order and 
(b) an appicaton to the Secretary of State for authoruatioc underpernpgraph I of Schedule 5 to this Act (water nghs for hydro

eiec= pmwao sations in Scotland). 

(2) The procedinp which
(a) um the of acompulaory purcha. order, are requred bv Par,mI c. 67. 11 of Lb. Acqwmbton of Land Act 1981 or Sc tadue I to ze1947 c. 4L Aquiwno of Land (Autbormauou Procedure) IScotland) -kc

1947 to be taken for th purpow o(conhrmng that order: 
(b) in theca ofa appl catio under par-ainph I ofSchedule 5 :oth Act, are required by pngphs7 to 12 of tat SchedLue to

be taken in relanon to that appbcanoa. 
=ay be taken concurrently (so far as pr=-tiale) with the proceeL-ngprequired by Schedule 8 to thn Act to be taken in relatIon o :Ieapplicaton for consunt unde scon 36 above. 

(3) Subacjon (4) Wow appbe. whare a Ucence holder makes anappllimao to the S Meriny of St Co his csomeat under secion " above for the .insaiou of an dc c [m above tpouad and. ,or apurpon comected with tb propomd i1242aflaon of that Unt. maes )reor more of the follown& namfiy
(a) a compuwry purcha orddr, 
(b) an appfi oon to the S=wLumy of Stage under pmnIaph 6 ofSchedule 4 to thn At for a nez7 wayeavK and 
(C) a rda'm to the Se ary o( Sa d paagraph 9 (feiling

and oppq oam) of tbu SduW. 
(4) Tb prodinp whcb

(a) in the a o(a oaMVmay purchm oldw, an roquwed by Part
1 of the , uisan of LuW Act 1961 or Schedule I to theAmcqa ofLand (Auth o n Pr lu') (Scotland) Act1947 to be tak= for ttw pwrpm OC mcommgL that order, 

IfIrIf 

11,Cq1'
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tauw6 
. adPai, L 

IM7 c.41.
910 G.21. 

9 	 E/"Iecity 4ct /989 

(a) 	belongn to Her Majear inn~h of the Crow or o:fle D' c:. 
of Lancaster, Or to the Duchy of Cornwa,. 	 or(b) belonpng to a goverment depaz'jment or held in 'r'ust or He 
Majesty for the purposes of a over"mtte epar=eI.

(2)A consent iven 	for the purposes of subwsetion above .a, eiven o such &nanc'ai and other condiroas as :fle apPropra,,e autzon
jpvIng the consent MAY consider appropnate. 

(3) 	Subyji to su:scuon I) above. 'he provisions ofhave effe 	 sna.in reLation to Land in which there isaC:own or Ducn-, 
' P3nr 

:nter.es as they have effea in relation to Land in which there is no sucn Oterest 
(4) In tLis secuon "the appropna authonry-

(a) in rlation to land beiioning to Her Ma'esr/ in 	gt of :..eCrown and forming pan of the Crown Estate. means tme C:,o-r
Enucte Com.misaonem, 

(b) in relation to any other land blonging to Her Ma*esty nngnt o,the Crown. me ns the government depar ment nailng :ne
mana2,ment of thAt land 

(c) 	 in relanon to land belongng to Her Majesty Ln nght of :te 
Duchy of Lancaster, muen the Chanc:elor of dug Duchy:

(d) in reaztiou to IwW belong g to the Duchy of Cornwall meanssuch person as tde Duke of CornwaIL or the possessor for !iete beng of that Duchy, appoin 
(e) in retatio ro ltad belongpin to agovernment deparmemt or 'e:din cru n for Her Maesy for the purpose, of a goieret

tea~, means that deparmen.
and. if any quioasari as to what authonrv is the appropria:eauthonrty in reiadon to any land. thit question sh d be referred :o :meTreasury, whome damon shald be dnaL 

"'-(I) In this Pam uinil the context otherwise requires"the 1973 A" mans the Fair Tr dinsAct 1973; 

"the 	1980 Act" mean the Comption Act 1980: 
"authoridam" W-the ming given by swuon 69) ab-ove;
"ectrical pLant" means any 	 plant. eqwpment, apparatus orappW= usd for. or for 	 purposes connected with. ,heeneration. tnnmson or supply of eetrc r , other :fan-

(a) 	 an eliectm imn 
(b) amma used for a. emutmng tbe quanucy of elemciry

suppisid to any prssmu or 
(c) an elaiJ &PPU= under the control of a consumer.

"e 	 ic lim" m any lin whwA a uwl for carryig elec ricityfor 	ay purpm and 	 inchd . unio the contx othemrse 

(a) any suppo foe any suh 1e, that say,is to any 
s )a~y ~ ot thing in. otLby or from whxh anysuch Lim to or my be supportsd. camred or suspended.
(b) a=y appansuu connected to any such 11=e for the

Vpp$OfoCanycn ulWidty and 
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PAT I 

il C.50. 

,.59 

Trntu' oO 
pTovry um o(

&Us. 

1985 C.6. 

Tiut6o 
prop . ' 

Inl-ght 

Ccompansm 

c. 29 EtcIPICIty Act 1989 

"working day- means any day other ,han a Saturda aChnstmas Day, Good Friday or a day Wrucn : a Tan c...the meaning of the Bankin•ithin and Faici .,. 

19"1.
 
'2) The provisioo.s of section 
3 of the Adminstrato :f .,Scotland) Act 1972 1power of arbiter to state am to C-un of ,sMal not apply in reiiaton to any determinauon Unoer :,s Par ."mace : an arbiter. 

PART 1I 
REORGANISATION OF THE INDLSTRY 

Trwufers to iccesor co Rwr 

.-- '1)On such day as the Secretary of State may by order aopotctthe purpose of this subsect o and subsection (5)tAWPart referredc to, in relation to any of se .o 6 De ow'.::cransfer effected :"subseimion, as "the trantfer date"), ad propert', nghcs and ,iabiii :eSwhich each Are Board isentitled or sub/ei Lm.mediately before :,ur -a:"shW beome by vtue of tbs subseona propery., nghts and iabiiities
a company wh h., in relaion to that Board. isnomin'a ted for the purpos s
of tds subl o-by the Secreary of Stit. 

(2) Submet to subsecdon (3) below, the Secretary of State may. af:erconsultinsthe Area Botrd concerned. by order nominatte for the pul-osesof subecuon (1)above any company formed and restered ;nder :.-eCompm Act 1985.
 

(3) On the trandor date each company so nominated must -eacompany limited by sharm which is whoUy owned by the C:ow-. 
(4) The Semvtay of State shall not exercns any power conferred :him by thi s uon or sections 66 to 69 below except with the consent rthe Treasury. 

(5) In this Pan "supply company" means a company norinated :'-rthe purposes of subsemCton (1) above. 

6C--(1) Before such data u the Scretary of State may direct. : eGenWng Board shad make a schteme for the drsiion of ad its proper.and Ulalite between three or more companies nominated bv.Somutary of State :nefor the pwpoea of thi suscuon. and Of :,te 
so nominated

(a) two shal be deapatd u entng compams; and 
(b) ove &W be despatad u the tratnmJsao company 

(2) Bom such da eu the Ssmcusay of Staw may dire= Le Eletnciry
Coulud "hlmake aXh=

(a) for the ndir to acompany nommiatad for the purposes of :hlssubsecuo by the Srary of Stage; or 
Mb) for the divii be ts m oo mote compelmu so nominated. 

of ad its property, rihts adu ab&li (o{w than orPud n9hts and 
tbi~liIT). 



(2)
 

Page 74. line 34, leave out ("with thc approval of the Tremury") 

Sckedae 2 - cwnnued 
p1gt, 74, linc 34. atter ("such") insert ("rcmunr!gr'ton and") 
Page 74, line 

rvmunuraiun")
34. aftcr ("allowanccs") insert ("including auuof 

1)=3c 74. line 38. after ("he") insert ("aftcr Consutakun with the 
chairman of thc Commirtee") 

Pap 74. Iine 42. after ("IrMmber,") insert ("other than the chain'man" 
Page 75. line 2. leave out ("with the approvaJ of the Director") 
Pae 75. lint 3. leave out ("and othr") 
Pap 75, line 6. after ("they") inart ("subect to the obj-ron of the 

Director") 

Page 75. line 10. leave out ("such of their") 
Pae 75. line 11. leave out ("as do not mlats to") and insert

("including") 
Pap 75, line 20, lezve out ("'ancaa") and in r ("calendar") 
Page 75. lim 23, leave out sub-paragnph (3) 

Clam 4 

BY THE LORD PEYTON OF YEOVIL 
FPu. 3.Lin 1.kem out ("I,, S etaity ofStat Wdw Direor shWleach' ) and iner ("Th Direcito sl") 

BY THE LORD WILLIAMS OF ELVEL 
THE LORD PESTON 

Pat3. l e 33. aftwi ("eieticyy') imrt ("in the oatuxt of opamum
us4 o f sowurs")NrfuW 

BY THE BARONESS HOOPER 
Pap 3.Umn 34. at end inmw

("(bb) to poas rmabr into. and the devulopma t and use of. 
rew mduusqwm by or oa behalf of pasioe authorrse by aUrne to pnmmw. itanuanit of suopy Cecoar,') 

BY THE LORD WILLAM OF ELVEL 
THE LORD PESTON 

Pap 3.Umn 34, at and 
(-ftb) to sat standards of performiana a&d to a~n that customa copenmaw (r falur to mw thwm madards") 

Pap 3. ine 39, at end iafr
("(3 ) !n. urmins his duty unda subt,- (3) M above,, d 

Di sbeuefon ha W any Licm Hokhr ak uwpanprImliun ftr the axwouaehon oif new plut ou~ W a~Ui~=PGCM inaggn. it mmi be demomaed that t Li~nm Hokaha bu mm a smbles enegy demand marapment akaIM"bv 00 

ENTf
 



Sekojuk 4- cunnued
 
Page 84. line 33, leave out ("or")
 
Pa 84. line 36. at end insert ("; or 

(e) any system appau'rar&u ms(winea..ningmTramtc !Dnver the otrpMar, II ofthe Road.4censzng and l(normt~o Svyterr) Ac: 1989) 
o( an uperacur of a driver information system who s !icansed 
unuer Part 11 o( (hat Act.")
 

Pap 8. line 52. at beginning insert ("the NationaJ Rjvcr 
 Aurhuriry.any wat r undenaker ur any scwcragc unmrtak :r or, in Scotland,") 
Page 85. lirn 52. leave out ("and") 

BY THE BARONESS HOOPER
 
Page 86. line 1.at Qnd insm ("; and
 

(d) any ulcratur of adriver information system who is licensed underPart 11of the Road Truic (Drver Licnstng and InformationSystems) Act I9M9),") 

BY THE LORD WILLIAMS OF ELVEL
 
THE LORD PESTON
 

Page 89, line 35, Ic:ve out paruap 9
 

Clm 13 

BY THE LORD PEYTON OF YEOVIL 
Palo 9, Un 30, leave out frm ("state") to n Umed32 

clam 14 
BY THE LORD WUJLAMS OF ELVEL 

THE LORD PESTON

Pap 9. line 42 after ("irim. 
 ) imr ("as deed in section 84 of the

1973 Ac ")
 
Pap 11. line 21. ater ("cigh") inser ("propay qualifed")
 

clam 16 
BY THE LORD PEYTON OF YEOVIL
 

Pap 12. line 46. leave ,"tsbasicton (2)
 

clam.I!I 
BY THE LORD WILLIAMS OF ELVEL
 

THE LORD PESTON
 
Pap 14, Utm 9, at awd ineer ('Wnd


(e)the taif ramired i( any') 
Pop &4,Una 46, as and imm',
("(SA) Whem a supplin unkr 
a duty t $up* ellat i3 eurdance with the p~wkm u( thi Act, in Nuch o( tb dt"y, 



(6) 

Claie 34 

BY THE LORD WILLIAMS OF ELVEL
 
THE LORD PESTON
 

Page 27. line Z3, at ,nd insert
- 11) That all applications for major czpitzi projcc- planned as a

rsult ufthis ucnon shouid be subp' to the outcome of a pia.nnLn

inquay ntekl in pub[ic.
 

(12) That the provisions of this svtion and the order, arising from tt

shall be diacountud as evidence (or the purpme of any public inquiry
undsjr subsection (11)above.") 

BY THE LORD WILLIAMS OF ELVEL
 
THE LORD PESTON
 

Page 31. line 5.leav out subeectiao (4)
 

SCedal I 

BY THE LORD WYLLIAMS OF E.LVEL
 
THE LORD PESTON
 

Pap 103, lim 33. at end inurt ("and. if not, what obcricrts have been 
rawid") 

Clnn 39 

BY THE LORD WILLIAMS OF EL..VEL
 
THE LORD PESTON
 

Pagp 31, line 27, after ("grun")inewt ("o below ground")
 

cm 41 

BY THE BARONES OPPENHEIM.BARNES
 
Pa, , li32
mI&
e wd ieno
("( ) Wtz pNIku m the "n o( sub-nskm I bove. inkmzinrpatim under this asenum DOarecwor shal have regard to 

thm a,wng atevre= 4 irv= quaiy,
(a) th maximum number, if any of unplanned or planned 

inwrrupw 1o/iec'xcry suppir,
(b)the axmuim durnd o any incrrupitm prmiaad unde (a) 

(c)the umu' noamiuquiid *x plmd inTm~doi of uWrp
(d) the maimum vuriad Akwab e in voftp and fnuIero

supply, icluddg tranaunt vartatiom5 
(e)te aanwmumdm a wab fur the cnecdon o new cwwi 

rutM ai 

rmiad in errr.')
 

(Mthe c (of yto oummws hneupiPd b sm 

"BEST AVAILA LE D0(UlI
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Cleam 53-cinnued 

BY THE LORD PEYTON OF YEOVIL
 
Page 39. line 38. leave out ("may") and Lw ("ShaJ")
 

Cleam So 

BY THE LORD WILLIAMS OF ELVEL
THE LORD PESTON
 

Page 43. lint 2.leave out ("who is.or isan associate of,")
 

Clean "
 

BY THE LORD PEYTON OF YEOVIL
 
Pap 44, line 24. leave out subsection (3)
 

Clem " 

BY THE LORD PEYTON OF YEOVIL 
Pae 49. line 13. Leave out paragaph (a)&ndinaertC'Ja) one sh.A be

desgnatcd as tOw erating cumpany")
 
Pap 49. J' 13. after ("'o")imare ("ormre")
 

After CbMn 47 

BY THE BARONESS HOOPER 
Ian th roae",w Clem

(".-(1) Tb ection appfki to may e under subsection (1)or (2) Trumtsr xsfmuo sectim 66 or sbm on (1)of seeo 67 above (in tis Pan r ared unda m.ou Mto a a *'UUWruchema-l; MWd in ftm UeCto and S@atio 68 below -"the aiW 67rulk.vant submcakuf". in rclatkm to such a sheme, manim that subctnon. 

(2) AUviea incm may
(a) duft thu prumpry, nghts and liabdities to be alk~xtcd to a

pucular cmpany waunaws fir the pwpuses of the relevantS1bIetI-, 

()by specfying or Lckanaing th propy, nght andliabilitics n qU n: 
(ii) by rmcrring to aflthe propery, tigh and Uabiinacumprud inaspc&d pat ul the 'ranarsfundm&eng 

o' 
(Wi)putyin d o@ waA n theohr 

(b) prov htany or t iab ip & orwilbhednindhe-che inshaj~g eekebssibr rapm ddr ccny, orby or aabothat a oftwoori,amosp Dmmwdfor die purpose o( the rdevenm mhescftes 
(c) impen any oma y nomkud Or the pwpai theo 

Mk"Vt swecion an obilption to ente jawo ich wt agr.am with, or acuum such odi hinenmw infav'oxa ol.any oew cmpany s nomimatd w my be qyxia d in the
schea. nd 

BEST AVAILAttLE O""1 'C4LNl:OLti/~t',
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Sci~tlu 11-cunnWutd
 

Phg, 112. line 26. lcave out ("such one of them s mAy be so specadl")
and insert (-transferee A") 

Palu 112. line 29. leave out from ("transferees) to end of Une 33 and mcnr ("("transfere A") for the other or ofone the others of tem
transferee B") 	to concur in the =us ot such a c r t4, transferee B 

has failed so to cuncur
(a) tranfcn.. A ma refer the mater to the &cictary of State; and 
(b) the S.crtary of State may dirct transfercug B to concur n t. c 

issu e o'a curtflcte prvparvd in such terms as arc specificd in the 
dirvcrun.") 

Page 113. line 22. leave out ("Any tnsaction") and insert ("A
tranzactjon of any dcscnptkm") 

Page 113, line 	 24. keave out ("shall be binding on all ocher persons.
and") insert ("

(a) shaJl have ef'fe subp-a to the proviuions of any enactment which
provides !or rransacujos of that dcsapoon to be reptered in 
any suttutury reuur, but 

(b) subjm to that. dg be binding in aH person") 

Pae 113, line 52, at aW inimn

(I/nw, prewtai 

10. Any refr'nca in this Schoduk to a u'andu efnted in pursuance of a mruadcr . a a nm to a imuj cet by th Act n 
punKUana of such a scheme.") 

BY THE LORD PEYTON OF YEOVI. 

Pap 1 line 4. adte inew ("and ia any ceus in0o eventof sU m u any rigm to smeuitai. oaily allonad to hm to pu anum uf this scdion inMlada to a rmpeny deinated insecoon 

Clam"s 

BY THE LORD PEYTON OF YEO VII 

hp $ Une39, after (-(I)-) hn (-Sulb~ct to wmdo (peirc q. of 

=Im• IX 3.	 4, Aftr ("n w") iumi ("wid scton (pffema of 

A. 	 ) Wow") 
Pp 3,ET44. (aNW n ag ofafter (isa" 	 mcdoe

MarcW&U )beiuw-) 

BESIT AVA4It 



( 12, 

Schedk II - connnutd 
(ii) he machinery or Plant had become a ixture. 

immcdiatcly after the grant of the lease. 
(5) In sub-paragrnph (4) above -the transicrur' means the trarisferorunder the* transfcr sc ce in questoin and expresaons which are used in
Schdule 17 to the Finance Act 
 1985 have the sarme meaning as in thatSchedule; and in cunstruing that sub-pnragraph the pruvsbuns uf ection
t1(2) u( the 1989 Act and the correpornding earlier enactments shaJi be
 

Jisrearded.") 

Pagp 117, line 48. leave out ("Elrttricity Board or the Electncity

Counc") and insrt ("cxistg body")
 

Page 118, line 37. at end inser
.cxis
ing body in England and Waks" mcam an Area Board. the

Generating B"rd or the Eluctncnry Cuunc; 
"xisting body in Scotland" means a Scottish Board.") 

BY THE LORD WILLIAMS OF ELVEL 
Pag 66. Une 27, lba out ("or the commerA intoun of some other


persin")
 

Afte Clam111 

BY THE BARONESS HOOPER 
Insert the following Caus

(".-(I) The S 
 mray of State shall e.nviuhtl power conferred on Promijon or ,,him by smo 5o(te Scuna and Tedinoloa Act 1965 (expenditur inIte mt oa ,uMWdtoand Lu imcua or tatnlaogy) for the purpose of u00"pruma~i ruanu into,. and such dIvelopmtmt of. ow zect niqumrlazing to the pnmrfim. mrra o or supy ol eleemrty u apparusto him to be rnisary n the naoal interus. 

(2) 7eaSecretary o(State may, if be cunsidm it expedient for purpoecone~FI wMth the partotmna zf h;-* duty under this sectn. servenotic under th sul&vcon on any Ucma holker or any pawn who aauthe'm by an ap6on to gzierate or Aupply aisncty. 

(3) A nod= under subadoe (2) above may requ the person onwhom it i erved to umish. at a tim ad puW: speified in the nodm. tothe Sec ry of Stat such inoinatomn about ht person's businm a may he so spem&,L 

(4)Subuetlmo. (3), (5)and (7)to (9)of sin 97 above 9W pp forthe Pwpug 44 this seom as they apply for the purpam of fhtt 

BESTAIA s; .\rj 



U3ciriclay DiW 

AMENI)MEI-JiS
 
1U HE MOVED ON REPORT
 

Oafa30th uehIfW9AmGo 

£u~w 

2 so.mod 

HL i91 66(b) #& o50/2 
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,ABLE OF cofm'.T3 

PART r -.' :7 -- '= .'-


PLn :Nr
 
PART :x. ..- : -. N 

' .: err e:&''-=, ALnd :'': =	 z=s 

. Sepa:ate ac:zunts !or Nucl.ear 5eneration Business. 

3. ?rohibi:on of :rtss-subsid-es And of discri.inat:in.
 

4. rid :cde.
 

5. :esign Standard for eiec:r:c '.,ea. 

6. 	 Secrz:7 arrane.mQnts. 

. Sn::&! .'espac:hand .Merit :rder :peration. 

5. ::pu~sory acquisition of .and. ;9 

9. ?ower to car. out street works etc. 

:0. *.S of system :1 

'.ieaI:h and safety of empoyees. 29 

.2. Provision of informatLon to the Director. 30 

:3. Payment of fees. 31
 

SCEEUtLZ; Teras as to revocation. 
 33
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ELcE'TRIC:T G'EINArTON LIC'Es 

PAir t: -E2'IS OF . LCEC 

. a'. -ec ' a-0 f 
 8: exerz=se, - o.f *. e pow.er,-q :n f,.e.-- = 

"e-::. .'>a, Of :e .c::-
 Act :93 ort-.n r 
o as the Act'" ,eeoY "':enses 'name Cf gene: 
 -


:e inser:ed, :o generate eec:: city for :oe r~cse 0.' .
 
s.;ppy to any premises or enabing a supply 
to be so gi:ven 
:-e period specified in paragraph 3 below, 9'.: ec: 
 :o :.e
 
:onditons set out :.n Pat : below rhereinafter .eferrez :i s
 
the "-3ndt:ions" 

-h-s
• :'=ence 
 s sub oec: :o odificaton or smendent 
 n 
accordance wth its terms or with Sections 10, 3 and :. of .e 
Act. 
 -hea icence is further subject to the :erms as :o
 
revocation specified in the Schedule below.
 

T.s *,cence shall 
come Into force on the transfer date aopc:-.:ed 
under section 59 of the Act and unless revoked in accordan:e w-:n
 
:he provisions of 

daeterm:ned

the Schedule shall continue unt: .y 

not :ess than 25 years' not~ce in writing Siven by :oe Secre:tary
cf State to the licensee, such notice not beto served ear'.er 
than a date being 10 years after the 
licence comes 
into force. 

1990] Secretary of State for Energy
 

rFBEST' AVA DOC'.UM N
 



~::~e::: rgs -sas, :.:a::: 
 -:.se
 

Svs:em, : a ISInv:esr :n 

:: o4 iade o: e v,'e a 

:Arry~ng out Of ;WC"KS An' 
of electri: :ines e:ec:t::s 

and anc11 ary 19eers 

:onstruct:ig entry and ex.: ::s 
:o : 1e :equ:red i.:system :v 
au :.o r a d e iectricity S -;z0 e 

under an agreement fzr -se :f 
system, whether or not su:n :harges
 

are 4nnualised for :he p-.uroses zf
 
such agreement.
 

"desi nated agreement" 'eans agreement
any enterea -: :z
 

be entered into between :n
 
'::ensee and one or -ore autnor:sec 
electricity operators approvet 
,with or without the -postc:n :f 
conditions) and designated by :ne
 
,rector as 
such for :".e purposes 
of any Condition but so that onv
 

4greement so designated "ay Cat :ne
 
discretion of Director)
the :ease
 

to be a designated alreement if
 
amended in any material respect.
 

"Grid Code" means the Code prepared by t e 
Transmission Systm Operator in 
compliance with the conditions of
 
his licence.
 

BEST AVA! AL..POCUMENT 



S.:e ceter ne r:-ee :: 

norit:::r :es:n:: ::e-.-s

eren: nera: ee
 

use of sys"en'Areans is, o!d:et e'svsi :f 

and ancllary -neters 
wn i Irs 

owned or operatet bv :ne ..:e-see 

and connec: a genes:s:ng s:a::n 

operated by or 'e nesee
 

with 

(L) the -ransmLssCn Sys:em; 
or
 

Jii) the electric :Ines of a -ers:-n
 
authorised by :.:en:e :r
 

exemption under :ne A::
 

supply elec:::..:.;
 

"rTansmission System" 
 -eans zhe system of h:gn ,o*:age 

:ines and electri:al pan: .used '-r
 

conveying electricity from 9
 

generating stitOon to a suos:a:i:n.
 

froe one generatit s.at ion :o 
another or from one substat,2n to 

another. 

"TIansmisaion System
 
Operator" 
 means the person for the time being 

holding a licence granted under 
Section 6(l)(b) of the Act. 

8ES. VA Mf (",ll 



eea: 2 gc ::.;n:S f:r YsceaIr :e. 

a :n:y 3=; 3an 	 .a. .:* t: n o : s e e 	 *.:nsS 

dre 14s. year "e :!:e-nS.I V ;7: S- A

a':orz wi se:-: :f :-e :-mcne Act ;~ 

3. 	7he zemaining paragrapns of tn!3 ~p f-.~o: tne :.: 
of ensur ng :hat : a. a:ansee (and any aff!liate c - ers:e 
::mpany: a a.ntns accountng and repor:.g arran gene:s .::.
 
enabe -at* 	 o besccon:s prepar.d f o r ea 
:*nora: on Bus nass anr.d s .ow ingS t. 	!n anci &Ia.sf s9 :f 
3us 	 ess. 

.e :liensee shal ;n respec: of the Nuclear sners:ion Business 

which : :arries cn: 

a) ~keep proper ooks of account and records in sucn * f:zi 
that the revenues, costs, andassets :libL:i:ies :f. :r 

reasonaby attributable to, Sucleartes :eners:-;:r
 
Business are separately identifiable .'I the bOOKS Z: 
the 	licensee (and any affi:ate or reated :cmpany: 

frou 	those of any ocher business; and 

(b) 	prepare on a consistent basis rom 	 its account: ig 

records in respect of:
 

(L) 	 the financial year comencing on 1st April :9S9 
and each subsequent financial year, account:ng 
statements comprising a profit and losm account, a 
balance sheet and a statetn: of source and 
application of funds, together with notes thereto, 
and shwing sepseately in respect of the Nuclear 
eaneration Business and in appropriate detail :ie 



6 

Itcou." -eferred :o-.z ~ ;.~ns

mon: s5f:er ,.e 
 end of 
:he f:Rn: 
 .'r -
-GV Y : e e teese .S G 

I v.e : :ne :: : r : en I '' :ne ,:e:::7 
 : ' .
 
ct :a ;reas3 o:nea> 
 :te :e-se s a::I n-a5c.

t : e s:ounting 5ta e,,en:s n respt- fect fna n:a' .rI
change :ne tesis 
 of :narge or apportionmen: : .
respec:t'-e to
referred 
 n sub-paragrsp, 
 bb I of parsg7s: .
fr:m :ha: :sd :n respect of :he previous financ a1.ea: 

A::oun:ig 
s:atements 
 .- respect of a f±,anc:a! 
'ear ;re:a~eo
 
epragrapm -,'b)
'der snMali, so far as reasonab:v 
 r-c:.:soe
 

having regard :o 
:ne purposes of this Condition:
 

(a) have the same 
content (in relation to 
the Nuclear :enera:n
 
Business) 
as the annual accounts of the lI:ensee prezared
'ander section 227 and, where appropriate, sect:on 
:9 :f :7e
 
Comrparies 
Ac: 1985 and be prepared in accordance 
w.:: : 
general rules and format and 
use the account:ng pr:n:.:.es
and rules applicable to those accounts; and
 

(b) state 
the accountLng policies used; and
 

Cc) be published with the annual accounts of the 
 :icensee.
 

7. 
 Unless the accounting statements prepared under paragraph -(b)'.

are prepared 
on the current 
cost by :he
basis as provided

alternative accounting rules, 
the licensee 
shall in addi::on to
preparing 
those accounting statements 
 under 
 that paragraph,

prepare accounting statements for the Nuclear Generation Business
 
coverinS 
 the same period, which 
 shall comprise 
 and shov
 
separately:
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as~~~ 
-c e . 

:,.;r-: ::s: 1ss0ts "ea s 3its :f 

:3 

,ect 

:." 

:n -ar: 

:cfanies Ac: 

-

:z

the Handbook" mns the h4fdbooE0u0K u sntd ty :he 
Account:ng Standards :_:mm::ee :f 

the ~onsultative StIIttee 

Accountiig Bodies '::AS 

any successor body ent.:ed 
"Accouncng for the effects cf 

:.hanging prices; & Handbook" !nit 
current edition for the :ie boing. 
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" ,orsof ) t Z Wn I .'n t n e r e, ts : ,*e :te s an-,I sn4 9 - I e :--t : 

t..u 
wh..." :."e :e.-'see v:sn',es t.e :e::"-: 4g.e 
:.::-.. 
szeci"-td .:a:sg:a5:ns s-n' :ease :: !,-'.ee: &--

SAV where tn-e "ec t: : : ne ."d,se sees ": :s :: ,.:: w'.g :e...'e:,! :f a d-*sa:p.' :a:*.: :et.'es: sa.' "3.e *' :
 
e d•e a.-a-. t*o 

. .*n 

.atr of 

(a) a date being -lot 4ess than 8 -onths aftor ,." , 
disap;cl:a:ton request:; and
 

); :,e f'f-.. snn versary of :he date of grant of th:s !:once 

:f the :octo r has not -9ade a reference to the cnz::o es
 
::ffnrmss 
on inder Section :1 of the Ac: e a:-g o:he 
-nod, fca:,on of the paragraphs spec.-fied 1n the s3:;..:at:cn 
request before the beginning of the period of I non:.ns w:ic 
w.i end with the disapp! ation klate, the i:ensee 'av :e'.or
 
wri:ten notcea to 
 thi W-rector t4,rznatnrg :h appiA::n : 
such of paragraphs 2 and 3 above (or anty part: of parts :!ee4cf
 
is are speciied n :e d*sappl.ication reques: w th e,!e:: -::
 
:he dAsapplicai-on date or 
a !saer date.
 

S. :f the Monopolies Coinission makes a report on a reference -mae 
by the Director 
relating to the modification of the pareaga.-is
 
,or any part or 
parts thereof) specified in the d:sapp.icst:on 
request and such report does not include a zonclusion :hat the
 
cessation of such paragraphs, in whole or 
in part, operate or aay
 
be expected to operate against 
the public interest, the '::ensee
 
may within 30 days after the publication of the report by the
 
Director in accordance with Section 12 of the Act deliver t* his 
written notice terminating the application 
of such paragraphs
 
with effect ftro the disapplication date or 
later.
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.?.ne :=a.n. e e c ,. 'a e 'n - ..r .d.
".'.es a., eec:.': . ;.a.',: 
: 0.:.[ se ee s"i-..= -.a:s:a4. a-: ,o 
 :esr. :-a. ,.. 

.ee .- g
' :. 
 - e . 5 rS- -


::,er s at 
:a:f ,esg. an, 
 ' .eance as C. 
 :e-se. *i..
 
w i nt..a a !v - ec::! 'e 
 :, 
 t f :-m :.-ie -::.e
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A:) :hest1(e sr s:-n :' - s33 -. n e:S .e 
S:I 1310 Sys:e-! :ia::is: :n4 :..ens; sni :: 

::-e:1::: v h : d in 3e:es:::::3-:e -

r: : he,o oPerte& 'ner!: hichr syste l :orI' 

a) te state of avadrabii:y of each of the teners n se: 

the lcengees i genara:i:- stations; and 

,)
pom :hthapacl:v Ind
suoec: to T:spa::.onefv outputSysteof each of :aoseDs::::7 	 :he~a or t sets -

-nitthw 3c nhducbosyprice, of electr cl. :aoahe o 
being generated by generating sets of licene ofthe nrd -o:nr 
lcense*3, the licnsee shallnotify the Transmise om System 
perator of the bLd price at which he s willngc%to !*liver s 

of electricity to :.he TransmLssion System or to a 3istribu:iz:, 
System or directly to the customers of the licensee and :no 

:.:oenset shall
 

(a) 	in his notification, specify the particular generating sets 
which will produce those units so as to aIlow the 

ralnsmisuion System Operator scheduleto and despat:n 

electricity to be generated for delivery either to :. e 
appropriate point of entry to either System or to tne 

licensee's customers; and 

(b) unless he is provented from doing so by circumstances 
outside him control,impatch his generating sets as 
instructed by the Transmission System Operator in operating 
the 	 erlit order system in accordance with the Grid Code. 

In this Condition:-
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*~e pO~e:s 3.! :1; :3 :: e rez :v e r~..

7.ave effect fr :ne t-.r~cses set : orss :e 

he ;poses .referr- : :Lr :4:sarsP- lte ire
 

(a) :h :rs-:uo:'. a genera::-g s-s::n.or ex:ens:on of 

ac:v
c) i.::es :onnec:ed wi:h the const uc t=n : ex:ens::n 
 a
 

genera:ig s::ton or :onnec:ed wi:h one opers: on of a 
geners:tg statn; and 

h:) nss:aI'atton, nanln.enance, removal or rap acgnent of 
eec:ri: 1unes, 
and eec:rical plant assocsted .: t, :hem, 
cornec ng a leneratin s:atLon with 

2±) the 7ransmission System; or 

i ) the elec:ri: ines of a person au:hortsed by 
'i:ence or exemption 'nder 
:he Ac: to supp;y 

electricity. 

3. :a paragraph 2 above 
-


(a) the references to "generating station" are 
to an elec:rc::iy
 

generating station which has, 
or will have when its
 
coatruetion or extension is coeplated, a capacity of not
 
less than 50 elgawatts and which is, or will be when its
 
extenion or construction is completed, operated by 
or for
 

the licensee; and
 

(b) 'extension" in relation to a generating station includes the
 
use by the person operating the station of any 
 and
 
(wherever situated) for 
a purpose directly related to 
the
 

generation of electricity by that station.
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: :he ele:::: 
 s 0. a oersorn a'.-crsec :,v ,e-
 -

exemption-. .der :no Act to S'"P=.'-;o:e-. 

' -3:5-i-- :e:-. ...e - -o -noeAct s.nad :: v :~ es 

'a 413nes :: *xe'ZISe 13~ rights ofe~v:~i. :-e 
:';rc3e of es:dD:sn.~n& 'wnsc.er or .-c: :no :ant s 

f:r :te :2ns:t:-:jjn or ex:ens:on of a genera::in s:-:.:n
 

) ne ob:ans :he :onsent zf :he irec:tr before xer:s:n;
 

:nose rights 

WorKS wnich art .nder, over, in, on, along or across anv street,
whi:h for :he purposes if the RiShways Ac: :980 const::ites a
 
hgh ay or part of 
a highway gintsnable at :he pubi:c expense,
 
-nay oe inder:aken 
in pursuance of paragraph I above subac: :o 
:he fo~wn conditl~mzs 

a) :tat such works 
shall not be carried out except wi:h :!e 
:-sent. which shal: 
not be unreasonably wLt.he'd, of tne
 
highway author :y and 
in acco'amvce with such reasonab:. 
conattions as may be attached 
:o such consent;
 

,b) tha: any question as to whether or not a consont of hignway 
authority is unreasonably withheld, or as to the 
reasonableness of conditions attached to such consent. shll
 
be determined by a iingle arbitrator to be appointed 
.
 

(i) by agreement between the licensee and :he highway
 
authority; or
 

(ii) in default of such agreement, by the Director on the 
applicection of either party. 
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e__ ___ to bsvi:e*_y i &C.": "ey :- o 2or' -e s :
 

e ecm r.:.-. o oera :or:
 

into an sgree-: ~-. 
 :'In az!rsed e:-o 
5s -nice 5FF :::n f:: ;se zf vtm
 

")the : :'e ee 5. :s:,a,) toaccept :o .c::;::
syste sjc. :c : ae:a; at rsa~:ten::v to:: soseptse: 

jua nte es as -ente speci!aed in :he shp::a:1::e 
electricity to be provided by 
or !or :e auzcriset
 
lectr ity ertoperator;
 

b1 to de-ve- e~ec-.o::.:v n;'-ant,7y :o.s acceptedInu 

into t~e system ':s :nl 
 an d!str~tut-.n '::sses; fro m 
such exit ;oints on :hat system and inlsuch qjan,:::es s 
'nay to speC±.'ied in the application to such person as :he 
authorised *!ec:rici:y operator muay specify; and
 

(c) :ontaining terns 
:n accordance with paragraphs I ind 4 t:clo
 
and such other 
terms and conditions as 
may be appropriste 
for the purposes of the agreement in :he c:::rnstances
 
whi.ch it ,- ilkely 
to be -made.
 

2. The licensee shall offer terns for an agreement in accordance 
with paragraph i above as soon as practicable and in any event 
not were than three months after receipt by the licensee of an 
application from the 
authorised electricity operator :n:n ingall such information as the icensee may reasonably require !or 
the purpose of formulating the terms of his offer. 

3. The licensee's offer made in accordance with paragraph I shall 
make detailod provision regarding: 

(a) the carrying out of works (if any) required for he
 
construction of the entry point to 
connect 
the licensee's 
electric lines to the Transmission System or to any other 

BEST AVAILABLE DOCUMENT 



paragraph - oe'ow 

•.he :narges re erred 
 :sr rs:-. 
 :. :::s.-e 
sgreemen: :ne s.o~ec: of a ::fer :v one
t-n '.:e-see 
 :e s:
 

'a) :narges for :he prov~son of etec:rn:apr 'n:. :2f .*:
:nargos or any cLarges for ex:enson or :einfor:ee n : 
:iZIn3Ge'3 e :ICt-!- e: iet at a :bV-a n :-

enable the :.;-nsee :O recover no more :-an:
 

*.) an appropr:iae proportion s:aking account of 
:ne
 
factors referred :o in paragraph 5) of the prooer :osts 
directly or indirectly incurred by the :ienses. and 

£i±) a reasonable rate of return on 
the capi:a: :errtsented 

by such costs; 

b) :narass for the installation of meters, 
swit:hgoar or ztner
 
apparatus 
and for :heir maintenance shall not exceed 
:ne
 
proper costs thereof and a reasonable rate of ret-rn :,e
 
:&oital represented by such cost.
 

For the purpose of determining an appropriate proportion of the 
proper coats 
directly or indiroctly incurred in carrytng o-t
 
works, the licensee shall hive regard to:
 

(a) the benefit (if any) :o be obtained or likely in the fut-re 
to b* obt~ined by the licenaee or any other authorised 
electricity operator as a result of the carrying out of such 
works whether by virtue of the provision of electrical 
plant, the reinforcement or extension of the 
licensee's
 
electric lines, or the provision of additional entry or exit 
points on such electric lines or otherwise; and
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:cnd::on ':A: :se : system On5 of theq:::rq- . . 

. , aft:er a period w appears :o ::e ::e:::r ce e 

the pu.Pcse, :ne :,,,nsee na 
 fdI!ed o eneri:ento a 
Igrem:th~ an SuthorlSed ect:!:l:v ::ers_. _:::.n 	:
 

ns: : :a i:L n sc:z rtance w : h :ond:: on 2: : ea : :e::: r - a 
n :"e app. :f-:a:on :he operator or :.he :esee, se::.e -. 

:erms of :e agreement i.n!:spute between : e :.:ensee a :-e
 
operator in such manner 
as appears to the Jirec::: :: :e
 
reasonable havzng (in 
so far as relevant) regard, in 

to :e fol.owing considerations:
 

a) :hat the operator should pay to the licensee :he who'e :r In
 
appropriate proportion (as determined in ac:z.ordane wj:. 
paragraph 5 of Condition 10) of the proper costs di:ec:ly or 
indirectly incurrwd by the licensee in :he oar7&rv, out o! 
any works or in providing or doing any other thing under :he 
agreement in question z;: ether with an element of prcf.:
 
zalculated 
in accordance with the principles set zu: :n 

paragraph 4 of Condition 10; 

1b) 	 :hat the performance by the licensee of 
its obli:atins
 

under the agreeent should not cause 
it to be in breach of 
any other Condition of this licence;
 

(c) 	that any methods by which the licensee's electric 
:Ines are
 
connected to the Transmission Syste 
 or to any other 
electric lines for the distribution of electricity actords 
vith good engineering principles and practices; 

(d) 	that the terms and conditions of arereents entered into by 
the licenses pursuant to an application in accordance with 
Condition 10 should be, so far as circuastancas allow, as
 
similar in substance and fare 
 as Is practicable; and
 

(e) 	 the Director's functions under the Act. 
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~a::s~S:::Qetv -of em 'g. 

employees !or :ne ;-ur:ose :! est~b!1sIu.:lg 'q~~~~g5..Sr.d 

'nd'"C~sO :c--.-e:n- :eSPQC: of t:'. ea::, in safe:,.
;arsons empoyed ty :ncse :enses. 
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Z:nd:t.n : Pavien: :f fees 

The : it-e e* 3r'& :' a :1:7!s Staced e e er av : 
Sesr6:r Of Szste fees :f :he Amount SPQCed~~~ r~tr. 

'.e, :; fl 1d. ragrsph3 off this c 

din2" !ays After ::I gran: of t:.±s :izenca t'.1 In aenebefore :s: Aprt! :990, the licensee shall pay :0 the Secre:sr., 
State an -Li::al !ee of 4, 1.
 

:n respect o" :e year beginning on lst April in :990 and in eaz.-.subsequent year, 
the licensee shall, subject 
to paragraphs
5 beow, pay 

an.d 
to the Secretary of State 
a fee which Ls the
 

aggregate of 
the folowing amounts: 

(a) the amount which is an appropriate proportion of the su2
estimated by the Director, according 
to a method which has 
previously been disclosed in writing to the licensee, as 
likely to be his expenditure during the coming year .n :te
exercise of his functions in relation 
to holders of li:ences
 
granted by the Secretary of State under Section 
6 (!)(s) of
the Act to the two companies designated as generatinS 
cp-panles under Section 60(l) of the Act; and 

(b) the 
aount estimated by the Director (in consultation with 
the fonapolies and ergers Comisaion) as 
having been

Lncurred in the year imedi tely Preceding the 1st April in
question by the Comission in connection with refarences 
made to it under Section 11 of the Act with respect to this
 
licence;
 

and the fee shall be paid by the licensee to the Secretary of
State vithin one month of the Director giving notice to the

licensee of its 
amount if that notice is given within three

sontha of the beginning of the year In respect of which the fee
 
is payable.
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7he .-Secretary :! S:.I-.e av 1: InYt-11 ?VCjK:rn :n.3*e
.ess :nan 30 days nc:::e LnWi:n 
:- t̂ne . :ensee
 

:e :±es to'a th a&rees :- -dr- t n with -n Soc re tav7.. 
State :hat :his 
:Lence sV!uld be revoKed;
 

b) if any amount payable under Condition 13 is unpaid 2: davs 
after it has become due And remains unpaid for a peri:d :f
 
:- days after :he Secretary of State has given :he 
li:ensee
 
notice that the payment is overdue provided t at no su:
 
notice shall be given earlier than the sixteenth day after
 
:e day on which che amount payable became due;
 

(c) if the licensee fails to comply with a final order (wi:hin 
the seaning of Section 23 of the Act) or with a prov:stonal 
order (within the meaning of that Section) which has 
:sen
 
confir ed under that section and (in either case) 
sucn
 
failure 
is not rectified to the satisfac:on of : e 
Secretary of State within three months after the Secretary 
of State has given notice of such failure to the lcensee. 
Provided that no 
such notice shall be Liven by the Secretary
 
of State before the expiration of the period within wnich an
 
application under Section 25 of the Act could be made
 
questioning the validity of the final or provisional order
 
or before the proceedings relating to 
any such application
 

are finally determined;
 

(d) if the licensee fails to comply with any order made by the 
Secretary of State under section 56, 73, 
74 or 89 of the 
Fair Trading Act 1973 or under Section lO(l)(a) of tha
 
Coepecition Act 1980;
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W Te :Ictseo snde. n: :4 deemed to be .indoe :a 
debts for 
:he :'.;cses :f :araS:apn . ,t
 e 

1any s..:C :e-an1 as ~~ Sa~*c: z 2 
%e :nso:va'ey:: A:: ' S n:e.3:: 
 4::o
 

give n n7 :e Se:re:ary of S:ate under ;aragra:n 
: :f:
Scn.du:e. 

oheprovisions of Section 99 of 
the Act shall appv for ::% purposes 
of 
:he service of ey notice under :hs Schedu:e.
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