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PRIVATIZAnON OF CORPORACION DOMINICANA DE ELECTRICIDAD (CDE)

OrgamzatlOnal & OperatlOnal Improvement Project

EXECUTIVE SUMMARY

As the sole entIty responsIble for the generatIon, transmIssIon, and dIstnbutIOn of the publIc
electnc servIce In the DomImcan RepublIc, the effiCIency of the CorporacIOn Domimcana de
Electncidad CCDE) IS a cntical factor In the socio-economic development of the country
The conSIderable techmcal and non-techmcallosses of electnc power the CDE IS currently
expenencIng has severely dampened the pace of development In the DOminICan RepublIc
The CDE recogmzes that It must necessanly turn to the pnvate sector and ItS prodUctIVIty­
onented practIces and greater sources of capItal, In order to Improve Its operatIOnal
effiCIency and finanCIal VIabIlIty

Recent developments have enhanced the prospects for involVing the pnvate sector In
actiVitIes WhIch have traditIOnally been the province of CDE DespIte the progress achIeved
to date sIgmficant Issues remain to be addressed before pnvatIzatIOn may be accomplIshed

USAID/Santo Domingo contracted WIth Pnce Waterhouse to proVIde techmcal aSSIstance to
the CorporacIOn Domimcana de Electncidad (CDE) to assess the CDE's orgamzatIOn and
operatIons and recommend steps to properly prepare the CDE for contracting-out CDE
functIOns to the pnvate sector In the near-term and for pnvatIzatIOn In the long-term The
work performed under thIS project conSIsted of the follOWing three tasks

a ReVIew and preparatIon of a statement of work for contracting-out Customer
BIlling & Revenue CollectIOn of the CDE

b IdentIficatIOn of other potentIal, non-pnmary functIOns for Contracting-Out

C ActIOn Plan and OptIOns for PnvatiZIng CDE

In recent years, the generatIOn and distnbutIOn of electncIty In the DOminICan Repubhc has
detenorated consIderably, to the extent that reportedly out of an Installed capaCIty of over
1,100 MW the total generatIOn by CDE plant IS reduced to Just over some 400 MW To
mcrease the current generatIon the Government of the DOmInICan RepublIc has obtamed a
US$105m loan from the World Bank, and a US$148m loan from the Interamencan
Development Bank for the rehabIlItatIOn of generatIon plants and transmISSIon and
dIstnbutIon lInes In selected areas of the country ThIS rehabIlItatIon, however, should be of
a finanCIal, mstItutIOnal, and phySIcal nature
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Achievmg full efficiency and total rehabilItation, however, will not be feasible and
sustamable without the mvolvement of the pnvate sector We belIeve that m order to be able
to mamtam an acceptable level of efficiency and to sustaIn the needed level of generatlOn and
dlstnbUtion of electncity, the CDE should be pnvatized We belIeve that as part of the
current rehabIlItatlOn plan CDE can subcontract some of the commercial functIons currently
performed m-house, and can enter mto management contracts WIth other utIlIty companies to
take over the overall management of specIfic umts of the organIzatIon, or lease out certaIn
faCIlItIes such as specIfic plants or dIstnbutIOn networks m a partIcular geographical area
ThIS approach would result m a more effiCIent CDE and thus, achIeve both the rehabilItation
and pnvatizatlOn objectIves

Contractmg out of CommerCIal Services (Tasks A and B)

A means to support CDE's strategy for mvolvmg the pnvate sector IS the contractmg-out of
pnmary commercIal functIOns as well as support functIOns WhICh are not dIrectly connected
With the generation or transmISSion of electncIty Because of the senSItive nature of
commercial functIOns mvolvmg btllIng responSIbIlItIes, these functIOns are tradItionally
mamtaIned by the utilIty companIes However, the proper controls and dISCIplIne the
contractIng-out of dIscrete commercIal functIOns could result m Improved effiCIenCIes Other
functions we Identified as candIdates for contractmg-out have been successfully performed by
contractors for the Umted States Government and other governments throughout the world

At the tune of our VISIt, the CDE had Issued two SOlICItatIons for contractIng-out of billIng
and collection functIOns In two of the five regIOns of the country, and the selectIOn of the
wInmng proposal tor the East Zone solICitatIOn was underway Our reVIew of the
solICitatiOns and selected proposals submitted revealed that the CDE was planmng to contract
both the btllIng and collectIOn functIOns to one contractor WIthIn each geographIcal regIOn
ThiS findmg raised several Issues of potentIal exposure of CDE to unsatIsfactory contractual
commItments

In general, we belIeve that unless the CDE commIts addItional resources to develop a very
SOphIstIcated momtonng system, the current resources and mternal controls are madequate
for ensunng that one contractor performs all of the IdentIfied functions WIthIn the prescnbed
standards, and reports all of the related finanCIal actIVIty to CDE Instead, better controls
and reportmg InCentIVes would result from separatmg the bIllIng, customer service, and
techmcal support services from the collection functiOn and contractmg them to two separate
contractors

Exhibit I, ContractIng-out of CommerCIal FunctIOns, clearly depIcts the dIVISion of these
commerCial functiOns and theIr related responSIbIlIties between the contractors As ExhIbIt
II Workflow of CommerCIal FunctIOns, demonstrates thIS segregatIon of dutIes mherently
proVides self-momtonng controls The mterfaces among customer servIce, techmcal

P,1ce VVaterhouse
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CORPORACION DOMINICANA DE ELECTRICIDAD
WORK FLOW OF COMMERCIAL FUNCTIONS
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functlOns, bIllmg, and collectlOn necessanly result m checks and balances between the
contractors responsIble for theIr respective functional areas

The mherent controls, however, do not alleVIate the CDE of stnct momtonng procedures
over Contractors GIven the vast range of responsIbIlIty assIgned to the BIllmg Contractor m
thIS scenano, It would not be ImpOSSIble for thIS contractor to develop ItS own, unreported
clIent-base Therefore, we recommend that the CDE stnctly momtor and estimate the
amount of electnclty emItted and bIlled to the reglOn as a measure of performance as
reported by the BIllIng Contractor

We also recommend that the CDE not contract out the collection functions However, If the
CDE remaIns mtent on also contractmg out thIS function, we suggest contracting WIth banks
to perform such servIces In the Umted States, banks are WIdely used to perform thIS
"lockbox" function In the latter mstance, the Collection Contractor WIll report collectlOn
data to both CDE and to the BIllmg Contractor for proper momtonng

AddItIonally, we are suggestmg that any contract be carned out for an mitIal penod of three
(3) years WIth three optlOn years, to be exerCIsed by the CDE

Based on the Issues dISCUSsed above, we drafted the followmg two SOWs

• BIlling and Related FunctIons (Customer ServIce and Techmcal Support) m
AppendIX A

• CollectlOn FunctIon m AppendIX B

ActIon Plan for PnvatIzmg CDE (Task C)

For CDE to accomplIsh rehabIlItatIon and eventual pnvatIzatlOn, It needs to embark on a
three-dImenSIOnal approach deSIgned to IdentIfy sIgmficant legal/regulatory, finanCIal, and
operatIonal Issues WhIch reqUIre resolutIon As ExhIbIt III demonstrates, the three
dImenSIOns are mter-dependent, the pnvatizatIOn of CDE depends on the success of each of
these three areas Furthermore, the overall objective of Improvmg effiCIent generation,
transmISSIOn, and dIstnbutIon of energy withm the Domimcan RepublIc may also be achIeved
through thIS three-dImenSIOnal process ExhIbIt IV demonstrates the relatIOnshIps among
speCIfic Issues of the three areas ExhIbIt V demonstrates the estImated tImmg of resolutlOn
ot speCIfic Issues

The report presents a detaIled actlOn plan for pnvatlZlng CDE After addressmg the legal
and regulatory, operatIonal, and finanCIal aspects CDE WIll become attractIve to eqUIty
Investors on polItIcally acceptable terms AgaIn, CDE's ViabIlIty and self-sustaInabIhty IS the
challenge Also Included IS a dISCUSSIon of the models and Issues related to Independent
power projects (IPPs) The proVISIon of new power generatIng capaCIty through IPPs IS an
approach commonly used throughout the developIng world

Pnce Waterhouse
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PRIVATIZATION OF CORPORACION DOMINICANA DE ELECTRICIDAD (CDE)

Organzzatzonal & Operatzonal Improvement Project

I INTRODUCTION

A Background

As the sole entIty responsIble for the generatIOn, transmIssIon, and dIstnbutIOn of publlc
electncity servIce In the DOmInICan Republlc, the efficIency of the CorporaclOn DOminICana
de Electncidad (CDE) IS a cntIcal factor In the SOCIO-economiC development of the country
The conSIderable technIcal and non-technIcal losses of electnc power the CDE IS currently
expenencIng, along WIth the lack of maIntenance and rehabIlItatIon of plants and lInes, has
severely dampened the pace of development In the DOmInICan RepublIc The CDE
recognIzes that It must tum to the pnvate sector, and ItS productivity-onented practIces and
greater sources of capital, In order to Improve ItS operatIOnal effiCIency and finanCIal
vIabIllty

Recent developments have enhanced the prospects for InvolvIng the pnvate sector In
actIVItIes WhIch have tradItIOnally been the provInce of CDE These developments are

• The Country's PreSIdent's Interest In solVIng one of the DOmInICan RepublIc's
largest ImpedIments to ItS development

• The Inter-Amencan Development Bank and the World Bank have loaned the
country SIgnIficant amounts to rehabIlltate portIOns the CDE network and
operatlOns

• The passage of legIslatIOn In 1990 to authonze both the establIshment of an
Institutional framework for regulatIOn and InCentIves to mvestors In the
Industry

• Interest on the part of both local and foreIgn Investors In partICIpatIng In the
country's electncity system

DespIte the progress achIeved to date, SIgnIficant Issues remaIn to be addressed before
pnvatizatIOn may be accomplIshed, Includmg

• The regulatory machInery In place now needs to begIn functIOnIng

• The finanCIal performance of the CDE, though reportedly ImproVIng, remaIns
In a dIfficult pOSItIon The company has a net operatmg loss, even before

Pnce Waterhouse
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Interest on long-term debt In addItion, the company IS In default to secured
credItors, whIch may concern lenders about the power to lIqUidate the entity

• Less than half of the nomInal generatIng capacIty IS actually operatIOnal, much
of Its productIOn IS unaccounted for beyond any Industry norm and the
transmISSIon and dIstnbutIOn system IS 10 need of rehabIlItatIOn GIven the
capaCIty shortage and unrelIabIlIty of the system there are frequent power
outages As a result the publIc perception of the utIlIty IS poor

B ObjectIves of Project

USAID/Santo DomIngo contracted WIth Pnce Waterhouse to proVIde techmcal aSSIstance to
the CorporacIOn DOmInICana de Electncidad (CDE) to assess the CDE's orgamzatIOn and
operatIOns and recommend steps to properly prepare the CDE for contract1Og-out CDE
functIOns to the pnvate sector In the near-term and for pnvatIzatIOn In the long-term The
work performed under thIS project consIsted of the follow1Og three tasks

TASK A ReVIew and preparation of the statement of work for contractmg-out Customer
BIllIng & Revenue Collection of the CDE

To reVIew and aSSIst CDE 10 contract1Og WIth pnvate companIes to manage a number
of ItS commercial functIOns In thIS task, we assessed the feaSIbIlIty of contract1Og­
out CDE's dIstnbutIon, bIllIng, and collectIOn functIOns, reVIewed the procedures and
controls used, and developed statements of work for InclUSIOn 10 a bId document

TASK B Identlficatton of other potentIal, non-pnmary functIOns for Contracttng-Out

In Task B we IdentIfied and assessed the feaSIbIlIty of contract1Og-out addItional
functIOns to Improve effiCIency and reduce costs FunctIOns conSIdered were those
margmally related to electnc power generatIon, dIstnbutIOn and transmISSIon As part
of thIS task, we developed gUidelInes for the CDE to follow for prodUCIng statements
of work for functIOns eventually selected to be contracted out

TASK C ActIon Plan and OptIOns for PnvatIzmg CDE

In Task C we assessed the feaSIbIlIty of pnvatIzmg the CDE and IdentIfied the
mternal and external factors that would affect pnvatizatIOn ThIS Task resulted In the
preparation of an actIOn plan and dISCUSSIons concernmg optIOns avaIlable for
pnvatlz10g CDE mcludIng models and Issues of the 10dependent power process

Pnce Waterhouse
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C Orgamzanon of Report

To faCIlItate access to Its mam pomts, thIS report has been orgamzed m the followmg
manner

The Executive Summary bnefly discusses our pnnciple findIngs and recommendations for
each of the three components of the project for the CDE to Improve Its operatiOnal effiCIency
and finanCIal ViabilIty

SectiOn I descnbes the background and the obJecnves of the project as defined by our
contract scope of work

SectiOn II addresses Tasks A and B (1 e contractIng-out) In detall SpecIfically, SectiOn
II A dIscusses the advantages and dIsadvantages of contractmg-out, SectiOn II B dIscusses
the contractIng-out of CDE commercIal functions and related Issues, and SectiOn II C
discusses contractmg-out of other CDE functions

SectiOn III addresses the ObjectIves and Issues raIsed In Task C of our contract SectiOn
III A descnbes the appropnate approach to pnvatlzIng the CDE, SectIon III B dIscusses the
speCIfic steps WhIch we recommend the CDE accomplIsh to properly set the stage for ItS
pnvatizatIon Additlonally, we descnbe the realIstlc optlons for pnvatizatIOn aVaIlable to the
CDE SectiOn III C addresses models and Issues related to Independent Power Project
(IPPs)

The Appendices contaIn the followmg mformatiOn

A Statement of Work -- BIllIng and Related FunctIOns (EnglIsh)
B Statement of Work -- CollectIOns (EnglIsh)

Pnce Waterhouse
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PRIVATIZATION OF CORPORACION DOMINICANA DE ELECTRICIDAD (CDE)

OrgamzatIonal & Operatzonal Improvement Project for CDE

II FUNCTIONS IDENTIFIED FOR CONTRACTING-OUT

The CDE has determIned that the best way to counter the electnc energy problem of the
DOmInICan RepublIc IS to Involve the pnvate sector In ItS operatIons One of the means
IdentIfied to support thIS strategy IS the contract1Og-out of pnmary commerCIal functIons as
well as support functIOns WhICh are not dIrectly connected wIth the generatIOn or
transmiSSlOn of electncity ThIS sectIOn descnbes the advantages and dIsadvantages of
contractIng-out, the speCIfic Issues related to the commerCIal functIOns IdentIfied as
candIdates for contractIng-out, and the Issues related to the contractIng-out of support
actIvItIes

A Advantages and DIsadvantages

In IdentIfy10g functIOns for contract1Og-out, the CDE should mInd the advantages,
dIsadvantages, and the related cntena for selectIon WhICh is descnbed below

I Advantages of ContractIng-out

ContractIng-out can result In five major advantages to the CDE

First, a competItIve contract lett10g process encourages potentIal contractors to offer theIr
lowest pOSSIble pnce to perform a functIon

The second advantage, WhICh dIrectly results from the competItIve process, IS that tasks are
performed at a fixed pnce to governments In order to maxImIze ItS profit a contractor wIll
try to operate more efficIently and effectIvely by elImInatIng the unnecessary operatIonal
actIVItIes If the functIon performed by the contractor IS a revenue generatIng or collectIng
actIvIty, thIS 10creased efficIency can result 10 10creased Income to the CDE ElImInatIOn of
unnecessary procedures frequently makes actIVItIes easIer to perform

ThIrd, contractIng-out of actIVItIes can relIeve the CDE of many adminIstratIve and
managenal tasks and allows the COE to focus on ItS mISSIOn The use of a contractor
relIeves the COE of the responSIbIlItIes of hmng and tramIng employees as well as the
overSIght of those employees The CDE can thus focus on the operatIons results rather than
ItS problems Further, If the COE becomes aware of personnel or management problems
wIth a contractor, the CDE can eIther have the contractor replace the employee, or replace
the contractor

Pnce VVaterhouse
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Fourth, contractmg-out can relIeve the CDE of paymg for servIces it does not use Most
operations have varymg workloads based on the seasonal nature of work, which may be
dIfferent at dIfferent time of the day, week, or year It IS frequently eaSier for contractors to
adjust their work force as IS appropnate for the workload Contrary to CDE, the contractor
need not mamtam the slack personnel resources to handle fluctuatIons m demand Generally,
smce the contractors have other SImIlar projects they can easIly dIvert the slack resources to
other projects

FIfth, contracting-out can provIde the CDE WIth expertise It mIght not have been able to
obtain If an aCtiVIty reqUIres personnel WIth numerous dIfferent slall types and levels, It
may be eaSIer for the CDE to obtain these varymg slalls from a contractor ThIS IS
espeCIally true If the SlalliS very SpecIalIZed and IS not reqUIred full tIme A common
example would be an elevator mechaniC Although all bUIldmgs WIth elevators reqUIre
elevator mechaniCS to perform routme servicmg and mamtenance as well as emergency
repairs, few organizatIOns hIre elevator mechanICS on a full tIme baSIS

Most of the advantages obtained from contractmg-out result from

• A clearly defined scope of work WhICh matches the CDE's needs WIth
establIshed standards

• Re-compete of the actIVIty on a regular baSIS

2 DIsadvantage of Contractmg-out

Contractmg-out reqUIres admmistratIve overSight by the CDE of the contractor The CDE
must mOnitor the contractor to ensure that It is performance IS up to standards Further, the
CDE must ensure that adequate controls are mamtaIned over actiVIties that are subject to
fraud, waste, and abuse

3 Cntena for IdentIficatIOn

Generally, any functIOn that can be defined can be contracted out But, Just the fact that a
functIOn can be contracted out does not necessanly mean that It should be As descnbed
above, contractmg-out should be embarked upon to

• Reduce Costs
• Improve QUalIty
• Improve EffiCIency
• Reduce AdministratIve Burdens
• PrOVIde AdditIonal ExpertIse

Pnce Waterhouse
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The determining factor for contracting-out a functIOn IS whether the contracting company
meets one of the above stated goals For example, If an organIzatIOn IS trying to reduce cost
and Improve effiCIency of an operatIOn, then the organlzanon should be large enough to
reahze savings The minImUm number of full tIme employed In a functIOnal area should be
ten In order to be consIdered for contracting-out

Pnce Waterhouse
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B Commercial Functlons

The CDE IS currently expenencmg considerable techmcal and non-techmcallosses of electnc
power In an effort to reduce losses and mcrease CDE's efficiency and cash flow, the CDE
has decidedly taken the path of transfemng the responslblhty of selected commercIal aspects
of CDE's operatlons to the pnvate sector

At the time of our VISit, the CDE had ISSUed two solIcitations for contracting-out of bIlhng
and collectIon functIOns In two of the five regions of the country and the selectIon of the
wmmng proposal for the East Zone SOhcItatIOn was underway

I CDE Problem Areas

Dunng our fact-findmg, CDE management Identified several problems related to the
commercIal functIons of CDE Though they were raIsed In the context of Improvmg the
operatIOnal and finanCIal effiCiency of commercial functIon, these dIfficulties reflect
organizatIOn-wide problems that could Impede the CDE's efforts towards aChIeVing VIabIlIty
If the CDE does not address them WIth pnonty

The more sIgmficant problem areas mclude the followmg

• Slgmficant losses resultmg from fraudulent users
• Low collectlon rates
• No preventive maintenance program
• Lack of prodUCtiVIty resultmg from mappropnate staffing levels and Inadequate

compensation plans
• RedundanCIes, resulting from multIple processes for the same actIVity

throughout the CDE
• Constant changes m strategIc dIreCtion of CDE resultmg from changes In

upper-management

Contractmg-out of selected commercial functIons should address a number of these Issues
given the pnvate sector's Inherent motIvatIOn towards long-term effiCIenCIes and profitabIlIty
AddItIOnally, a thorough CDE-wlde review of the organizatIonal structure, operatIons, and
Internal controls would help the CDE to

• define proper hnes of authonty and areas of responSibilIty
• streamlme ItS operatIOns and reduce redundancIes
• determine appropnate levels of resources and staffing profiles
• define performance measures, practices, and goals

Particular functional areas WhICh we beheve would ImmedIately benefit from such a reVIew
Include

Pnce Waterhouse
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• CommercIal FunctIOnal umts currently responsIble for BIlhng, CollectIOn,
Techmcal Support, and Fraud Detection

• All umts responsIble for data processmg and mformatIOn systems, especIally
for BIllIng and AccountIng systems

2 Functions Already Identified by CDE for ContractIng-out

Because of the senSItive nature of commercIal functIons Involvmg bIllmg responsIbIlIties,
these functIons are tradItIonally maIntamed by the utIlIty companIes We belIeve that the
bIllIng and collectIOn functIOns should be one of the last functIOns to be contracted out pnor
to the full pnvatIzatIon of the CDE However, the proper controls and dISCIplIne,
contractIng-out of dIscrete commercIal functIOns could result In Improved effiCIencIes

DetaIl tasks Involved In bIllIng and collectIOn conSIsts of

• BIllmg

DetermmatIOn of electncal consumption
GeneratIOn of bIll
Update of account mformatIOn
Delivery of bIll
Coordmate reports WIth CDE and other contractors, as appropnate
Resolve bIllIng problems

• CollectIon

Collect all revenues
DepOSIt funds receIved to appropnate CDE accounts
Forward collectIOn data to CDE and other contractors

In addItion to the bIlhng and collectIOn functIOns, CDE has also deCIded to Include customer
servIces and techmcal support In the same package to be contracted out We belIeve these
functIons can be contracted out Independently from the bIllIng and collectIOn functIOns The
detaIl tasks Involved In customer servIces and techmcal support are

• Customer ServIce

ReceIve and process new servIce requests and charges
Process current chent servIce requests
Process bIlhng dIsputes
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• Techmcal Support of CommercIal ActIvItIes

Meter mstallatlon
Meter removal
ServIce connecnon
ServIce dIsconnectIon

Our reVIew of the solIcitanons and selected proposals submItted revealed that the CDE was
planmng to contract all the above functIons to one contractor wlthm each geographIcal
regIOn We belIeve that thIS actIOn would raIse several Issues of potentIal exposure of CDE
to unsatisfactory contractual commItments

In our VIew, unless the CDE commits addItional resources to develop a very SophIstIcated
momtonng system, the current resources and mternal controls are madequate for ensunng
that one contractor performs all the IdentIfied functIons wlthm prescnbed standards and
reports all of the related finanCIal actIVIty to CDE Instead, we belIeve that better controls
and reportmg mcentlves would result from merely separatmg the bIllIng, customer servIce,
and techmcal support servIces from the collectIOn functIOn and contractmg them to two
separate contractors

ExhIbit I, Contractmg-out of CommercIal FunctIOns, clearly depIcts the dIVISIOn of these
commerCIal functIOns and theIr related responsIbIlItIes between the contractors and the
necessary relatIOnshIps among the CDE and the contractors As ExhIbIt II, Workflow of
CommerCIal FunctIOns, demonstrates, thIS segregatIon of dutIes bnngs WIth It mherent self­
momtonng controls The Interfaces among customer servIce, techmcal functIOns, bIllIng,
and necessanly result In checks and balances between the contractors responsIble for theIr
respective functIOnal areas

If the CDE IS to contract-out commerCIal functIOns, we therefore recommend that the BIlling
Contractor would be responsIble for all functIOns Identified except for collectIOns Withm
thIS responsIbIlIty, the Contractor must deSIgn and develop finanCIal systems WhIch meet
CDE functIOnal and hardware compatIbIlity reqUIrements AddItIonally, the Contractor must
forward updated bIllmg mformatIOn to the Collection Contractor and complete finanCIal
mformatIOn to CDE

GIven the vast range of responsIbIlIty aSSIgned to the BIllmg Contractor m thIS scenarIO, It
would not be ImpoSSIble for thIS contractor to develop ItS own, unreported clIent-base We
recommend that the CDE stnctly momtor and estimate the amount of electncity emItted and
bIlled to the regIOn as a measure of performance as reported by the BIllIng Contractor
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We also suggest that the COE perform the collectIon functIon However, If the COE
remains mtent on also contractmg thIS function, we suggest contractmg wIth banks to
perform such servIces In the Untied States, banks are wIdely used to perform this
"lockbox" function In the latter mstance, the CollectIon Contractor WIll report collectlOn
data to both COE and to the Bl1hng Contractor AddItionally, we are suggestmg that the
contracts be for an InitIal penod of three (3) years, wIth three optIon years

3 Statements of Work (SOWs) for Functions Identified

Based on the Issues dISCUSsed above, we have drafted the followmg two SOWs

• Bl1lmg and Related Functions m AppendIx A
• Collection FunctIon In AppendIx B

The SOWs represent genenc terms of reference to be Included In future COE solicitatIOns for
contracting-out of selected commercIal functIOns Because it IS a prototype SOW, the COE
may have to modIfy It to fit the reqUIrements of specIfic SOhcItatIons to be executed

AddItionally, as a SOW, the document descnbes functions and activIties whIch we beheve
should be reqUIred of the contractor However, the SOW does not mclude legal and
contractual reqUIrements more appropnately descnbed withm the contract Itself and drafted
by COE's legal representatIves
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C Other Funcnons WhICh can/should be Contracted-out

The management and employees of the CDE perform actIvIties that are marg10ally related to
electnc power generatIOn, transmISsIon, and dIstnbutIOn and WhICh are candIdates for
performance by an outSIde contractor These activItIes 1Oclude, but are not lImIted to,
admInIstratIve and techOlcal functlOns such as provld1Og secunty for generat10g plants,
maIntenance of the plants, transmISSIon and dIstnbutIon lInes, maIntaIOlng the CDE grounds
and property, and purchas10g the necessary supplIes and eqmpment

ThIS sectIOn descnbes some of the functlOns that have been IdentIfied as potential candIdates
for contracnng-out, a relatIve tImetable for contract1Og-out, and gmdelmes for developIng
statements of work for functIons the CDE selects to pursue contracnng agreements

I FunctIons IdentIfied

The functlOns IdentIfied below as candIdates for contract1Og-out are those WhICh have been
successfully performed by contractors for the UOlted States Government and other
governments throughout the world

a MaIntenance

Ma10tenance of all aspects of the operatIons of an electnc power utilIty IS the key factor In
the generatIOn, transmiSSlOn and dIstnbutlOn of electnclty to Its chents

Ma10tenance of GeneratIOn Plants

It IS common 10 the electnc power Industry to contract out the maIntenance of generatIOn
plants The responSIbIlIty for the maIntenance of the generatIOn plants 10 the CDE IS
currently held by the management of each 10dIvidual plant The proper maintenance of the
generatIon plants IS one of the CruCIal factors behInd the constant and suffiCient supply of
electncIty to the nation If a plant IS well ma1OtaIned, then It IS less lIkely to fall dunng Its
operatlOns ThIS IS one of the areas currently 10 most need of Improvement 10 the operatIOns
of the CDE

11 MaIntenance of SubstatIons

The maintenance of SubstatIOns, as 10 generatIon plants, IS one of the cruCial areas behInd the
constant and suffiCIent supply of electnclty ThIS IS an area commonly contracted out In the
electnc power 10dustry
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11l Mamtenance of TransmIssIon and DIstnbutIOn Lmes

The maIntenance of transmISSIOn and dIstnbutIOn lInes has been centralIzed In name, but de­
centralIzed In functIon Due to the vast geographIc scope of the country, and the urgency ot
the repaIrs, the maIntenance crew worlong out of headquarters (In Santo DomIngo) manages
only those lInes In the neIghbonng areas of the NatIonal DIstnct TechnICIanS m each of the
IndIVIdual zones oversee the operatIons In theIr specIfic zones The contractIng-out of these
functIons would allow the CDE to decentralIze, both 10 name and functIon, these actIVItIes,
and therefore to streamlIne and expedIte operatIons In all areas of the country

b RepaIr FunctIons

Currently, the repaIr of both transformers and meters IS handled by headquarters, 10 Santo
Dommgo ThIS ImplIes that all transformers and meters must be transported to Santo
Domingo In order to be repaIred ThIS IS both cumbersome and ineffiCIent, and m the care
of the transformers It IS hazardous to theIr maIntenance A transformer IS a cntical and
expenSIve part of the transmISSIon of electncIty The contractIng-out of these functIons
would concentrate responsIbIlIty and make operatIons more effiCIent and safe If thIS
functIOn IS contracted out, the contractor can be asked to proVIde mobIle repaInng faCIlItIes
WhICh would be more effiCIent and effectIve

c TransportatIon

TransportatIon servIces Include admInIstratIOn servIces, chauffeur servIces, and auto repaIr
and mamtenance All of these areas are commonly contracted out by major electnc utIlIty
plans and dlstnbutIon centers, large manufacturers, and other large compames, both pnvate
and state owned, and would, In thIS Instance, sIgmfya major cost savIngs for the CDE

d OperatIon of Computer FaCIlItIes

More and more throughout the world, governments and companIes are turnIng to specIalIzed
firms to operate theIr computer faCIlItIes ThIS allows a company to concentrate on systems
outputs of results mstead of problems

e General ServIces

There are a number of servIces that are performed throughout the CDE

CleanIng ServIces

Cleamng servIces are proVIded by dIfferent buIldmg managers for the over 160 faCIlItIes or
offices operated by the CDE In major CItIes throughout the country, there are contractors
avaIlable to perform these cleamng servIces CleanIng contractors frequently perform these
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functIOns 10 the evemngs after busmess hours Evemng cleamng hours reduce the hkehhood
that cleamng wIll 10terrupt operat1Og actIvItIes Further, evemng cleamng contractors
frequently hIre personnel desmng a second source of 1Ocome and therefore are reqUired to
pay fewer benefits

11 Repair and RenovatIon of FaCIlItIes

Currently, the CDE performs renovatIon and repair functIOns 10ternally The functIOns
10clude

• Electncal repairs
• BUIld10g repairs
• Pamt10g
• Plumb10g
• FurnIture repairs

The CDE can contract wIth general contractors 10 each zone to proVIde these servIces
throughout the country

e Supply Services--Warehouse OperatIOns

It IS routme to contract out supply servIces, 1Oclud1Og warehouse operatIOns, 10 many large
compames These servIces are usually contracted to servICe/management firms, who, 10 thIS
case, would be done by zone ThIS would result 10 greater controls for operatIOns, and
Improved effiCIency 10 the areas of procurement, admimstratIOn, storage and dIstnbution of
supplIes

2 TImetable for Contract1Og-out

The CDE should establIsh a tImetable for evaluatIng functIOns IdentIfied for contract1Og-out
The tImetable should be based upon those functIons most lIkely to reduce costs In general
these WIll be the functIOns WIth the most employees The tImetable should Include tIme to
wnte a statement of work for the functIOn, publIsh notIce of the contract, receIve and
evaluate proposals and select the best proposal The CDE's capabIlItIes 10 develop1Og
statements of work and perform1Og the other functIOns WIll determ10e the actual timetable for
ImplementatIOn The follow1Og sectIon presents gUidelInes for develop1Og proper statements
of work for the functIOns CDE selects for contractIng-out

The followmg lIst pnontizes functIOns for contractIng-out

• TransportatIOn ServIces
• Maintenance of TransmISSIOn and Dlstnbutlon LInes
• Warehous1Og FaCIlItIes
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• Computer FacIlIhes
• General ServIces
• Ma10tenance of SubstatIOns
• Ma10tenance of Plants
• Repatr of Meters
• RepaIr of Transformers

3 GUIdelInes for Develop1Og Performance Work Statements (PWS)

Develop1Og Performance Work Statements reqUIres a systemahc IdentIficatIon and catalogmg
of functIons and dutIes to be performed by a contractor A three step methodology should be
used

• IdentIfy FunctIons

• Catalog FunctIOns

• Wnte Performance Work Statement

FIrst, appropnate functIOns for contractmg out need to be IdentIfied We have discussed
those 10 pnor sectIons For a partIcular performance work statement, It IS Important that
functIOns that allow a sIgmficant opportumty for fraud, abuse, or waste should not be
bundled together For example, we have recommended that a contractor not be allowed to
perform both the collectIOn and bIllmg functIOns WIthout sophIstIcated trackmg and
momtonng systems, It IS too easy for one contractor to defraud the CDE If It performs both
these actIVItIes

Second, one catalogues the functIOns that are to be performed by the contractor There have
been many examples of poorly wntten performance work statements that excluded a functIon
and then reqUIred costly contract modIficatIOns In catalogIng the functIOns, only the
functIOnal Inputs and the reqUIred processIng outputs are IdentIfied One should aVOId
dIctatIng the exact procedures that the contractor should follow DIctatmg procedures
prevents the contractor from developIng 1Onovated processes that reduce costs

The concept of not dictatIng procedures should not be confused WIth the statement of qualIty,
tImelmess, and workload standards These standards ensures that the contractor IS meetmg
the CDE needs For example, It IS Important to IdentIfy that the contract accurately bIll for
electnc usage on a monthly baSIS and that It dIsconnects nonpayIng customers WIthIn stated
tIme standards These reqUIrements ensure that the CDE IS receIVIng appropnate cash flows
for payment of ItS oblIgatIOns and that It receIves payment for power It proVIdes

Fmally, the performance work statement IS wntten The performance work statement should
descnbed the cataloged functIOns and the qUalIty, tImelmess, and workload standards by
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WhICh contractor performance wIll be measured Generally, the Performance Work
Statement IS organIzed mto SIX sectIons

• IntroductIon--descnbmg the organIzatIon and the general operatmg
envIronment

• DefimtIOns--descnbmg key terms used m the document

• Contractor ReqUIrements--descnbmg the specIfic dutIes and functIons that the
contractor WIll proVIde

• FacIlItIes and EqUIpment ProvIded By the CDE--descnbmg what the CDE Will
be proVIdmg to the contractor

• FacIlItIes, EqUIpment, and Personnel ProvIded by the Contractor--descnbmg
specIfic faCIlItIes, eqUIpment, and personnel the contractor needs to proVIde

• BasIs of Contractor Overall Performance--descnbes how the contractors
performance WIll be measured

In defimng contractor reqUIrements three factors should be defined

• Internal control systems that the contractor WIll Implement to ensure accurate
hIgh qUalIty performance

• Reportmg reqUIrements by the contractor to the CDE

• Interface reqUIrement WIth the CDE, ItS systems, and other contractors

In conclusIOn, the process of wntmg a performance work statement reqUIres a systematIc
approach that ensures mputs and outputs of reqUIred functIons are completely Identified
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PRIVATIZATION OF CORPORACION DOMINICANA DE ELECTRICIDAD (CDE)

OrganzzatlOnal & OperatlOnal Improvement Project

III ACTION PLAN FOR PRIVATIZING CDE

In thIS section, we address the Issues ralsed m Task C of our contract SectIon III A
descnbes the appropnate approach to pnvatlzmg the CDE Section III B dIscusses the
specIfic steps WhIch we recommend the CDE accomplIsh to properly set the stage for Its
pnvatIzatIon and presents reahstic options for pnvatIzatIOn aVaIlable to CDE SectIOn III C
presents the Independent Power Project (IPP) as an alternative method for mvolvmg the
pnvate sector m new generatIOn of electnclty, and dIscusses the IPP models and related
Issues

A GENERAL APPROACH

I Current Status

In ItS present state, the eqmty mvestment necessary for pnvatIzatIOn could not be attracted to
CDE on terms WhICh would be pohtlcally acceptable AddItionally, m VIew of the adverse
opmlon and qualIficatIOns m the latest (1989) audIt report and the debt defaults, It IS doubtful
that any Investment can presently be attracted to the entlty on any terms, except where
internatIonal fundmg agencIes mIght be prepared to assIst wIth loans under Government
guarantees

Recogmzmg the above, the CDE and the Government of the Domlmcan Repubhc (GODR)
have formulated a pnvatlzatlon strategy desIgned to encourage the pnvate sector to sell
power to CDE and to contract-out dIscrete areas of CDE mefficlencles By passIng the
CongreSSIOnal Law 14-90 (Ley de Incentlvo al Desarrollo Electnco NacIOnal) In 1990 the
GODR has shown ItS support of what appears to be a reasonable begmmng towards
pnvatlzmg tradltlonal CDE responslblhtles

2 Pnvatlzation Approach

For the CDE to accomphsh pnvatlzatIOn, the CDE needs to embark on a three-dImensIonal
approach The three dImensIOnal approach IS deSIgned to Identify sIgmficant
legal/regulatory, finanCIal, and operatIOnal Issues WhIch reqmre resolutIOn In order for the
CDE to accomphsh pnvatlzatIOn
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As ExhIbIt III demonstrates, the three dimensIOns are Inter-dependent, the pnvatlzatIOn of
CDE depends on the success of each of these three areas Furthermore, the overall ObjectIve
of ImproVIng efficient generatIon, transmISSion, and dlstnbutIOn of energy WithIn the
DOmIniCan RepublIc may also be achIeved through this three-dimensIOnal process ExhibIt
IV demonstrates the relationshIps among specIfic Issues of the three areas ExhIbit V
reflects the time-lIne reqUIred for this approach

a Legal/Regulatory

The legal and regulatory aspects address Issues concermng the regulatory framework and
enVIronment, the deSIred Industry structure, rate determInatIOn, and CDE IncorporatIon laws
WIthout the legal/regulatory structure properly In place, It WIll be difficult to attract the
pnvate sector to partICipate WIthIn the electncIty sector of the Country

b FInanCIal

The finanCIal aspects address Issues related to revaluIng CDE assets, re-structunng capital
base, ImprovIng finanCIal condItIOn of CDE, finanCIng concerns of pnvate Investors, and
valuatIon of CDE for the eventual sales of CDE at a polItICally acceptable pnce

The CDE's abIlIty to pay must be addressed as a pnonty The fundamental need for
investors mvolved WIth the proVISIon of electncIty servIces whIch wIll rely on a utIlIty for
payment, IS the sustaIned finanCIal stabIlIty and VIabIlIty of the entIty Pnvate mvestors WIll
WIsh to deal wIth a credIt-worthy customer, as WIll supplIers of other servIces Indeed,
entIty VIabIlIty has been explICItly expressed by some potentIal Investors to be the central
Issue

The CDE needs to focus Significant efforts on ImproVIng ItS finanCIal pOSItIon so that It can
eventually offer a polItIcally acceptable sales pnce A polItically acceptable pnce ImplIes
one whIch IS tolerably close to the net book value of the company Net book value IS the
only figure whIch the publIc at large WIll regard as faIr, regardless of whether or not the
earmngs Justify that value However, the pnce that Investors WIll conSIder In any busmess
WIll not be more than IS JuStIfied by the earnmgs of the busmess, In order to ensure an
adequate return

Based on the December 1990 Internal finanCIal statements of CDE, the net book value of
CDE (on the baSIS of replacement values) was RD$6 3 billIon These figures would reqUIre
a hard currency return of at least RD$1 bIllIon The loss before state SubSIdIes and
unrealIzed devaluatIon losses was RD$590 mIllIon Profits would, therefore, have to be
hIgher by RD$1 59 bIllIon (120% of gross revenues) In order for the gOing-concern value ot
CDE to equate Its net book value As a result, the CDE needs to aggressIvely seek the
reqUIres Increases In revenues and reductIons In losses
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c OperatIOnal

The operatIonal aspects address Issues concernmg Improvement of operatIonal efficIency
necessary to generate and support the CDE's financIal vIabIhty The followmg problems
reflect organIzatIOn-WIde problems that could Impede the organIzatIOn's efforts towards self­
sufficIency and profitabIhty If the CDE does not address also them WIth pnonty

• SIgmficant losses resultIng from fraudulent users
• Low collectIOn rates
• No preventIve mamtenance program
• Lack of produCtivIty resultIng from mappropnate staffing levels and madequate

compensatIOn plans
• RedundancIes, resultmg from multiple processes for the same actiVIty

throughout the CDE
• Constant changes m strategIc dIrectIOn of CDE resultmg from changes m

upper-management

Issues covered mclude the CDE's mstItutIonallzatIOn of commercIal phl1osophIes, improvmg
generatIOn, transmISSIOn, and distnbutIon operatlOns, and alternatIves for mvolvmg the
pnvate sector m CDE operatIons

d Detail actIon plan

The actlOn plan presented in SectlOn III B for pnvatIzmg the CDE outlmes specIfic steps
under each of the three dISCUSSed above After addressmg the legal and regulatory,
operational, and finanCIal aspects dISCUSSed in SectIOn III B , the CDE WIll become attractIve
to eqUity mvestors on pohtIcally acceptable terms Agam, CDE's VIabIhty and self­
sustamabIhty IS the challenge
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B SPECIFIC ACTION PLAN AND OPTIONS

Our pnvatIzatIon road-map consIsts of a three dimensIOnal actIOn plan to address the
legal/regulatory, financIal, and operatIOnal aspects of pnvatIzmg the CDE These three
dimensIOns are mter-related and must all be addressed by the CDE for It to be effectively
pnvatIzed For example, both the legal/regulatory enVIronment of the power mdustry m the
Dommican RepublIc and the operatIOn effiCIency of the CDE WIll effect the financIal value of
the CDE for purposes of pnvatIzatIOn To ensure that pnvatizatIOn occurs withm a
reasonable time, three to five years, all three dImensIons must be confronted sImultaneously
ThIS sectIOn of the report outlmes detall steps for each of these three areas

1 Legal and Regulatory Aspects

To pnvatize the CDE, the Country must estabhsh a legal and regulatory enVIronment that
allows a pnvate owner of the CDE to earn a reasonable rate of return on hIS mvestment and
provides customers with the assurance that rates charged for electncity are faIr Four steps
need to be taken to provide an appropnate legal/regulatory enVIronment

• Render a Credible Regulatory Framework OperatIOnal

• Determme DeSIred Industry Structure

• Determme Appropnate Rate Making Methodology

• Re-Incorporate CDE Under General LegIslatIOn

a Render a CredIble Regulatory Framework OperatIonal

Although on a country-wIde baSIS CDE may no longer have a monopoly, as a result of Law
14-90 whIch authonzes other enterpnses to sell electncity to end-users, as a practical matter,
the CDE's VIrtual monopoly m dIstnbutIOn WIll contmue to eXIst In terms of generatIOn
actIvIty, the small SIze of the market, the economIC SIze of generatmg umts, and the nsks to
be taken by mvestors, there IS httle pOSSIbIlIty for a truly competitIve enVIronment m
generatIOn m the near term Therefore, regulatIOn WIll be reqUIred and mvestors WIll Wish
the structure and mstitutions Involved to operate by predefined faIr rules, admInIstered
mdependently of pohtIclans In a techmcally competent manner
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1) EvaluatIon Cntena

The evaluatIon cntena applIed by Investors and consumers are as follows

• Does the instItutIOnal structure or rate setting mechanIsm promote finanCIal
stabIlIty or vIabIlIty? Because one of the pnmary goals In the pnvatizatIOn
process IS to develop an enVIronment conducIve to pnvate Investment, the
extent to WhICh the regulatory structure and mechanIsms foster thIS
enVIronment should be of pnme concern to both the GODR and CDE It IS
ImperatIve that Investors perceIve that they wIll be able to earn a faIr rate of
return If they manage theIr operatIons properly

• WIll the regulatory structure protect consumer Interests In a pnvatIzed
enVIronment? WhIle ensunng finanCIal VIabIlIty IS Important, It WIll not be
polItIcally feaSIble to develop a regulatory mechanIsm whIch Ignores consumer
Interests The regulatory framework must guard agaInst both exceSSIve pnce
levels (and aSSOCIated exceSSIve profit levels) as well as cross-subsIdIes In the
tanff that would harm speCIfic customer groups or dIscourage competItIon
through Independent Power ProductIon In the generatIOn market

• Does the regulatory framework proVIde suffiCIent incentIves for effiCIent
operatIons and management? DIfferent forms of regulatIon proVIde varying
degrees of incentIves for effiCIency The optImal framework encourages
effiCIent operatIons whIle protecting consumer Interests and promoting
finanCial VIabIlIty

• Will the rate-making process be relatively free from polItical interventIOn')
WhIle the Government must have a VOIce In the rate-making process, as well
as economIC effiCIency conSIderatIOns, the process should be Insulated from
exceSSIve POlItICal Influence ExceSSIve polItical Influence can be
charactenzed by the creatIOn of cross-subsIdIes to favor partIcular Interest
groups or SImIlar interventIOn that mIght not be conSIstent WIth commerCIal
and economIC cntena Thus, we make the dIstinctIOn between governmental
Influence, whIch can be conSIdered poSItive, and polItical Influence, WhICh IS
conSIdered negative

• WIll the regulatory framework proVIde "expert" regulation? It IS Important
that offiCIals responsIble for developing rates for CDE (and the other
companIes) be famIlIar WIth operatIOns and finanCIal condItIOns In the
electncity Industry It IS dIfficult to formulate sound regulatory polICIes and
tanffs If thIS expertIse IS absent In the regulatory body
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11 Recent Regulatory EnvIronment

Recently, the DOmIniCan Republtc enacted In a new regulatory structure ThIS sectIon
analyzes that envIronment and assesses Its effect on pnvatizatIOn

ArtIcle I of Law 14-90 states "The DIrectorate for the Development and regulation of the
Electncal Energy Industry shall be the coordinating and regulating organIsm for the electncal
energy Industry In the country Among Its functIons shall be the ImplementatIOn of the
electnc rate and the supervlSlon of everything related to the companIes and the
DOmIniCan Electnc CorporatIOn" (Underlines added) In ArtIcle 28 the power for
RegulatIOns to be made IS conferred on the Executive power and ArtIcle 29 indIcates that thIS
law supersedes any to the contrary In any other law Clearly, therefore, the law adequately
empowers the DIrectorate

Under ArtIcle 14, the DIrectorate WIll be governed by a Board of DIrectors composed of

• The MInister of Industry and Commerce (ChaIrman)

• The MInister of Finance

• The Technical Mimster of the PreSIdency

• The Governor of the Central Bank

• Representatives of four pnvate sector aSSOCIations

ArtIcle 15 states that the ExecutIve DIrector w111 be deSIgnated by the PreSIdent

The funding for the DIrectorate, per ArtIcle 26, WIll come from the annual budget of the
MIniStry of Industry and Commerce and from "a monthly contnbunon that must be made" by
the companIes (mcludIng CDE) In proporuon to theIr Installed generatmg capaCItIes Under
ArtIcle 27, the DIrectorate may also accept funding from other sources (but It IS not clear
whether thIS mcludes the power to borrow)

DespIte the clanty of the DIrectorate's authonty, the DIrectorate has been starved of funding
for two reasons FIrst, because It was created between budgets, no government funds were
proVIded Second, the amount of the monthly contnbution by CDE (be1Og the only company
presently covered by the law) has not been establIshed 10 the law or by regulation
Nevertheless, housekeepmg expenses have been paId for by a potential 1Ovestor In the
10dustry and USAID has proVIded techmcal aSSIstance In the draftmg of the first set of
Regulations (Reglamento Procedimental del Directono de Desarrollo ReglamentacIOn de la
Industna de la Energra Electnca (DDRIE» The DIrectors have been nominated by the
vanous MinIstnes and pnvate sector orgamzatIons and they have held regular meet10gs
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CDE's attltude toward the DIrectorate IS that, although the underlymg concept IS acceptable
m pnnclple, CDE should be represented on the Board of DIrectors because the realIty IS that
CDE has been the only electrIcal utllIty to date CDE IS accustomed to settmg Its own rates,
for example (m practlce m consultatlon wIth the polItIcIans), and IS not mmded to rehnqUlsh
thIS power especIally as the pnvate sector groups really represent the mterests of a class of
consumers

The compOSItIOn of the Board IS not Ideal because It consIsts of polItIcIans and a certaIn class
of consumers Investors WIll perceIve that polItIcal pressures WIll mhlblt ratIonal and tImely
rate-malang and that there IS the potentIal for companIes under the law to become POlItICal
footballs from tIme to tIme The presence of consumer groups proVIdes the regulated
companIes WIth a legItImate reason to demand representatIon AddItIOnally, because
reSIdentIal consumers have no representatIon, It WIll be perceIved that rates are skewed
agaInst the reSIdential and small commerCIal consumer classes m favor of the mdustnal and
commerCIal sector

Another drawback to the mstltutlonal arrangement IS that "expert" regulatIOn WIll not be
perceIved by Investors to be present even though the DIrectorate may hIre hIghly competent
and profeSSIOnal staff, because the deCISIons WIll be made by pohtIcIans and one speCial
Interest group

Our conclUSIOn IS that the regulatory structure WIll have credIbIlIty so far as ItS authonty
under the law IS concerned, but by other tests It WIll lack credIbIlIty We recommend that
the law be modIfied so that an effectIve Board structure IS Implemented whIch protects
deCISIOn malang from polItIcal Influences, ensures techmcal competence, and prOVIdes for
faIr representatIOn of all mterested partIes

b Determme DeSIred Industry Structure

ThIS sectIOn dIscusses the need for a defined mdustry structure, the major approaches to
pnvatizatIOn of the CDE, and the optIOn of Independent power producers It IS our
understandmg that the CDE IS consldenng divIdmg Itself Into five dIstrIbutIOn companIes
(based upon current commerCIal regIOns) and a generatIOn and transmISSIon company ThIS
IS Just one of many approaches that could be used In pnvatIzIng the CDE In general, there
are three major approaches for pnvatIzIng the CDE, and many permeatIons of these
approaches

• Pnvatlze the CDE as a Smgle Entlty--This approach would keep the CDE as
one entIty and allow one company to have control of the maJonty of the
Country's power generatIOn, transmISSIon, and dlstnbutIOn
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• DIVIde the CDE mto a Number of DIfferent Companles--ThIS approach could
result m a number of generation, transmISSIon, and dlstnbutlon companIes
ThIS approach could result m regIonal generation and dlstnbutIOn monopohes

• Mamtam a Pubhc or Nonprofit TransmIssIon System and PnvatIze GeneratIon
and DIstnbutIon ActIvitIes--ThiS approach could allow for multIple power
producers to supply geographIc dlstnbutIon monopolIes

None of these alternatIves are clearly supenor Pnvatlzmg the CDE as a smgle company
would result m a pnvate company havmg near monopolIstIc power thereby controllIng the
power market throughout the Country Dlvldmg the CDE would reqUIre a sIgmficant effort
m determmmg the value of each "spm-oft" company, but overall could encourage
competItion m the marketplace Mamtammg a publIc tranSmISSIOn network would encourage
competItion but could keep the government too heavIly mvolved m the power mdustry

Further, the role of mdependent power producers (IPPs) should be determmed, wIthm the
10dustry structure Two major roles are pOSSIble for IPPs

• Requmng IPPs to sell to dlstnbutIOn companIes

• Allowmg IPPs to sell to dlstnbutIOn compames or dIrectly to consumers

The CDE, DDRIE, and the Government should determ10e the most appropnate mdustry
structure for the Country ThIS structure should encourage the proVISIon of an adequate
supply of mexpenslve energy

The 10dustry structure WIll determme the regulatory enVIronment under whIch the 10dustry
WIll operate An mdustry structure that has a smgle major power producer WIll reqUIre
regulatIOns that concentrate on balancmg the needs of power company WIth the customers
Alternatively, an 10dustry structure that has dIfferent generatIon, transmISSIon, or dIstnbutIOn
companIes WIll need regulatIOns that balance the needs of the dIfferent types of compames
and the customers

c Determme Appropnate Rate-Mak1Og Methodology

Under the draft regulatIons, rates WIll be set on a baSIS WhICh WIll permIt 1Ovestors to make a
fair rate of return ThIS sectIOn descnbes the major components and the relatIve advantages
and dIsadvantages 10 the context of pnvatIzatIOn of the follow1Og optIOns for the rate-makmg
mechamsm

• stnct rate base I rate of return regulatIon
• rate of return bench-mark
• pnce cap formula
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Considenng the need to select a rate-makmg formula WhICh reqUIres as lIttle dIscretIOnary
mput as possIble, whIle sIll mamtammg credIbIlIty wIth consumers and mvestors, the CDE
must chose a rate-makmg method WhICh best SUItS the Domimcan RepublIc at thIS time, given
the eXIsting mstItutIOnal framework

Below we diSCUSS the different charactenstIcs of each of the rate-makmg methods aVailable to
the CDE, and the relatIve advantages and dIsadvantages of each 10 the context of or
pnvatizatIOn

Stnct Rate Base / Rate of Return Approach (ROR)

The stnct rate base/rate of return (ROR) regulatIOn method, used extenSIvely 10 the U S
electnc mdustry, IS based on the IdentIficatIon of the appropnate penod for analyzmg the
utIlIty's costs, determmatIon of the appropnate rate base, IdentIficatIon of allowable expenses
and projected revenues, estImatIon of cost of capital, and calculatIOn of the revenue
reqUIrement, among others

The nsks to utIlItIes subject to rate of return regulation method anse pnmanly from the
potential for adverse decIsIOns by the utIlIty regulatory commISSIon concern109 the plant costs
to be mcluded 10 the rate base U S utIlIty companies do not, on the most part, mclude the
cost of the constructIon of the plant 10 the rate base, but they do allow for a phase-m penod
due to regulators' concerns about sudden Increases 10 the tanff

CntIcs of rate of return regulatIon have focused on the potentIal for regulatory bodies to
distort the mput costs of the utIlIty A final problem WIth rate of return regulatIOn IS that It
may not gIve adequate mcentIve for cost mmImlzatIon and adoption of practices that Improve
the finanCial health of the organizatIon As a result, stnct ROR regulatIon, as practiced 10

the US, IS a very complex form of pnce control, even though It IS generally recogmzed as
an effectIve method of controllmg excessive monopoly pnces and profits

11 Rate of Return Bench-mark Approach

Under the rate of return bench-mark approach, the utIlIty IS able to mcrease ItS rates as long
as an agreed upon rate of return bench-mark IS not exceeded The pnncipal advantage of
thiS type of approach over stnct ROR methodologIes IS ItS SImplICIty Once the method of
valuatIOn for the utilIty's assets IS set, there are relatively few of the admlOIstratIve costs
associated WIth protracted and contentious rate heanngs, common under stnct ROR
regulatIon A secondary advantage 10 relatIon to the pnvatIzatIon process IS the finanCial
stabilIty generated under thIS system PotentiallOvestors are VIrtually guaranteed an adequate
rate of return, as pnces can be raised to ensure that thIS return IS achIeved The
disadvantages mclude the potentIal IncentIves for the utIlIty to expand ItS asset base beyond
optImal levels and the lack of mcentives to operate effiCiently
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111 "Pnce Cap" RegulatIon

Pnce cap regulatIon, also known as "RPI-X+y" regulatIon, establIshes an inItIal average
pnce and permIts thIS average to change by the rate of inflatIon (Retail Pnce Index, RPI) less
a specIfic amount, X, representIng controllable costs, plus an amount, Y, allowing the utilIty
to pass on the Increases In specIfic costs to customers Pnce adjustments can be made In any
dIrectIOn as long as the average pnce does not exceed the authonzed amount Advantages to
thIS method Include ItS sImplIcIty, aVOIdance of the time and cost of regulatory heanngs, It IS

not a cost-plus formula, and It promotes effiCIency

IV Advantages and DIsadvantages of OptIons WIth Regard to
the PnvatIzatIOn Process In the DOminICan RepublIc

It IS Important to consIder the applIcatIOn of these three mechanIsms to regulating CDE after
pnvatIzatIon and to evaluate each of the three mechanIsms WIth regard to the cntena for
sound regulatory polICIes We diSCUSS the abIlIty of each mechanIsm to satIsfy these cntena
below

• WhICh regulatory mechamsm best promotes finanCIal stabIlIty for a pnvatIzed
CDE" From a potentIal Investor's POint of VIew, a bench-mark ROR approach
proVIdes the most favorable financial enVIronment, as the CDE would be able
to raise ItS rates until the agreed-upon ROR target IS achIeved Pnce cap
formulas would also create a favorable clImate for potential Investors
(particularly If fuel adjustment clauses are Included), for profits can be
Increased If CDE IS managed and operated effiCIently Stnct ROR regulatIOn,
WIth the pOSSIbIlIty that certain addItIons to rate base or operatIOnal expenses
WIll be dIsallowed, create nsks to the Investor that WIll decrease the
attractIveness of CDE The magmtude of these nsks depend on Investor's
perceptIons of the strength and aggreSSIveness of the regulators to dIsallow rate
Increase requests and the extent to WhICh they may be subject to excessive
polItical Influence, WhICh may be difficult to judge before pnvatizatIOn

• WIll the regulatory mechanIsm protect consumer Interests In a pnvatIzed
enVIronment" Stnct ROR regulatIOn proVIdes the strongest safeguards against
monopoly profits through Its extenSIve reVIew process of the utIlIty's costs and
finanCIal poSItIOn Pnce caps also proVIde protectIOn through the formula and
penodic revIew, although to a lesser extent than stnct ROR A bench-mark
ROR approach guards against exceSSIve profits, but does not necessanly
proVIde incentives for cost (and therefore rate) minImIzatIOn
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• Does the regulatory mechanIsm provIde suffiCIent 10centives for effiCIent
operatIOns and management? Pnce caps generate dIrect 10centIves for efficIent
operatIOns and management, If applIed correctly If CDE IS able to
successfully Implement cost reductIon programs, ItS 1Ovestors benefit through
10creased earn10gs Stnct ROR offers lImIted 10centives for effiCIency If
regulators oversee operatIonal aspects of the utIlIty, but there are bUIlt-1O
10centives for over 10vestment 10 fixed assets If regulators do not scrutImze
these declSlons closely Bench-mark ROR (wIth no operatIOnal 1OvestigatIons)
offers few 10centIves for cost mimmizatIon

• WIll the rate-mak1Og process be relatIvely free from exceSSIve polItIcal
1OterventIon? AgaIn, the pnce cap approach scores relatIvely hIgh 10 thIS
category Once the 10ItIal pnces are set, the only potentIal for exceSSIve
polItIcal 1OterventIon IS 10 the reVIew process, WhIch would occur every three
years LIkeWIse, bench-mark ROR also satIsfies thIS cntena because of the
lack of polItICal partICIpatIOn 10 the rate-makIng process Stnct ROR
regulatIOn proVIdes many more opportumtIes for polItICal 1OterventIOn through
the decISIon as to what 10vestments 10 rate base and expenses should be
recoverable through rates, as well as the rate deSIgn process Itself

• WIll the regulatory mechamsm proVIde (or reqUIre) expert regulatIon?
Because stnct ROR regulatIOn would reqUIre extensIve 1OvestigatIOn 1Oto
CDE's costs and finanCIal performance, It reqUIres (and fosters) the greatest
level of regulatory expertIse Pnce caps also reqUIre a relatIvely hIgh level ot
expertIse 10 sett10g the 10ItIal pnce and 10 the penodic reVIews, though not to
as great an extent as stnct ROR Bench-mark ROR reqUIres very httle
regulatory expertIse

d Re-1Ocorporate CDE Under General LegIslatIOn

CDE was created by Ley Organica No 4115 on 21 Apnl 1955 10 Ime Ley No 4018
authonz1Og the acqulSltIOn of La CompaiiIa Electnca de Santo Dom1Ogo WhICh was
1Ocorporated 10 the U S

Investors tend to feel more comfortable deal10g WIth or owmng a company WhICh IS
1Ocorporated under general legIslatIon (the CommerCIal Code 10 the case of the Dom1OIcan
RepublIc), as opposed to a company 1Ocorporated under a SpeCIal statute ThIS proVIdes the
1Ovestors WIth a measure of protection against bemg SlOgled out for SpecIal adverse treatment
at some future date

An addItional reason for suggest10g the formatIOn of a new company IS to protect mvestors
from cont1Ogent and unrecorded lIabIlItIes of the eXIstmg CDE ThIS IS a preferred method
than the provlSIon by the seller of 10demmtIes as such mdemmtIes are complex to structure
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and dIfficult to enforce

The sImplest method of accomplIshmg thIS wIll be for CDE to transfer ItS fixed assets, nghts
of way, benefits under leases and useful mventones to the new company (for convemence
referred to hereafter as "New CDEn) LiabIlItIes and accounts receIvable should not be
transferred Legal and tax advIce WIll be reqUIred to ensure

• All taxes resultmg from the transaction are Waived

• The new company has clear and unencumbered tItle to the assets

• The asset values on transfer WIll constItute the basIs for future tax deprecIatIOn

• The new company must not be responsIble for any past servIce benefits
applIcable to employees

As part of ItS re-mcorporaoon effort, the CDE should consIder whether to mcorporate a
number of fully owned Subsidianes If the CDE's pnvatizatIOn strategy IS to dIVIde the
company mto a number of dIstnbuoon and generaoon companIes (see b above), It would be
eaSIer to sell these components If they were operated as wholly owned Subsidianes pnor to
sale

2 FInanCIal Aspects

The second dImenSIOn of pnvaozatIOn plan IS the Improvement of the CDE's finanCIal
posltlon In reVIeWIng the CDE, we have Idenofied three steps reqUIred to Improve ItS
condItlon, and achIeve pnvaozaoon as a final step

• Revalue CDE Assets and Re-structure CDE CapItal

• Improve FInanCIal Condioon of CDE

• Value CDE and Sell CDE EqUIty

a Revalue CDE assets and re-structure CDE capItal

Over the years CDE has revalued Its assets by the applIcatIOn of Indexes from publIshed
sources, adjusted for the effects of devaluaoon At the same orne, It has restated Its debt and
other foreIgn balance In terms of local currency USIng then prevailIng exchange rates

UtilIty asset regIsters tend to deViate from realIty over time as retirements occur WhIch are
not properly recorded but WhICh still are revalued We belIeve that mvestors In a pnvatIzed
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CDE wIll reqUIre an asset valuatIon based on a phySIcal engIneenng appraIsal of deprecIated
replacement cost by retIrement umt as a startIng poInt for a new asset regIster WhIch would
be set In the company's tanff It WIll also be deSIrable for the valuatIon to be on an
acceptable baSIS to the tax authontIes so that the Investor can claIm tax deprecIatIOn on hIS
cost

In regard to the capItal restructunng, thIS IS needed to protect Investors from the claIms of
credItors As a result defaults, WhICh typIcally gIve credItors nghts over the assets that do
not expIre because of forbearance, and cross-default clauses have probably been tnggered
even In the case of any loans that have been properly servIced, Investors may be exposed to
credItors' claIms Investors WIll not be wI1hng to Invest In an entity thus threatened, It IS,
therefore, necessary to "clean up" CDE's balance sheet We understand that negotIatIOns are
now beIng held WIth a VIew to transfemng CDE's loans to the GODR WIth CDE proVIding
the GODR WIth some combInation of eqUIty shares and loan paper In return Any such
scheme should be carefully reVIewed by commerCIal lawyers to ensure that the transactIOn
meets the objectIves of

• RedUCIng CDE's debt servICIng costs
• LIberatIng the assets from any encumbrances

In addItIon, the employee penSIon scheme IS massIvely under-funded and arrangements must
be made to deal wIth thIS defiCIency as soon as pOSSIble

It IS pOSSIble to effect a transfer of assets as descnbed In 4) below WIthout a capItal
restructunng, If based on the presumptIon that arrangements WIll have to be made WIth the
credItors regardIng relInqUIShIng the secunty of assets

b Improve FInanCIal CondItIOn of CDE

The sales value of any company IS based upon, among other factors, ItS histoncal and
potentIal profits Based upon December 1990 Internal finanCIal statements, losses before
state SubSIdIes and unreahzed devaluatIon losses was RD$590 mIllIon Other finanCIal
figures indIcate that the CDE collects Just 72 percent of Its bIlls AddItional finanCIal
problems have been documented In other reports and are known to management

In general, the CDE needs to take two types of finanCIal steps FIrst, the CDE must
undertake those operatIon changes that allow the CDE to best use ItS resources and thereby
Improve ItS finanCIal SItuatIon These are descnbed In the operatIonal aspects sectIon
Second, the CDE must undertake those actIVIties that Improve management of the finanCIal
resources These Include IncreasIng revenues by raISIng tanffs, increasIng collectIons, and
redUCIng debt
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It IS not our mtentIOn to suggest CDE most have perfect balance sheets and mcome
statements pnor to sellmg the CDE but, rather, to pomt out that the better financIal shape It
IS 10, the greater IIkehhood of a sale at a pohtICally acceptable pnce

c Value CDE and Sell CDE EqUIty

The final financIal act WIll be to sell the CDE or ItS components or SubsIdianes If It IS to be
subdIvIded Pnor to the sale, the CDE w111 need to retaIn financIal consultants to value the
Company or ItS Subsidianes and to broker the stock offenngs

The sale of eqUIty 10 the New CDE (or 10 any of ItS newly formed Subsidianes) WIll provIde
an opportumty for the development of the local capItal market and could constItute a large
hstmg on the soon-to-be-estabhshed Bolsa By a careful structunng of the offer, ownershIp
can be spread among many thousands of CItIzens However 10 VIew of the SIze of the
company and the assumed hmitatIOns of the SIze of the local capItal markets, It IS lIkely that
only a small percentage of ownershIp can be sold to the local populatIOn and there WIll be a
need to attract a large foreIgn mvestor or consortIUm The share offer also opens the
opportumty to Implement a meamngful employee share ownershIp scheme

3 OperatIOnal Aspects

The effiCIency and effectIveness of the CDE's operatIOns w111 have dIrect relatIOnshIp on ItS
market value The CDE should work towards obtammg the maxImum return on ItS
resources We have IdentIfied three major operatIOnal steps

• InstItutIOnalIze CommercIal Phl1osophy

• StreamlIne OperatIons

• Examme AlternatIves

a InstItutIonalIze CommercIal PhIlosophy

As a government owned utIlIty and one of the largest employers 10 the country, the CDE has
allowed Itself to become a large bureaucracy It must adopt a commercIal phIlosophy that
encourages effectIve prodUCtIVIty leadmg to profitabIlIty There are many varymg
approaches and methods to mstItutmg thIS type of phl1osophy In general, these approaches
suggest

• Developmg measurable mdicators whIch encourage a hIgh level of
performance for all poSItIonS and organIzatIOns

• Evaluat10g personnel and organIzatIOnS based upon performance
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• Matchmg personal responsIbIhty and authonty for an aCtIVIty

• DelegatIng responsIblhty and authonty to the lowest possIble levels

• Matchmg performance wIth salary and benefits

b Streamlme OperatIons

Our mterviews wIth CDE management IdentIfied SIX major operatIonal problems These
problems dIrectly Impact on the abIhty of CDE to efficIently and effectively produce power,
proVIde power to paymg customers, and collect payment for power proVIded
SpecIfic problems IdentIfied mclude

• Development of a strategIC plan--The CDE's top management has had
slgmficant turnover for many years ThIS results m frequent changes of
organIzatIOnal dIrection A strategIC plan, excepted by the PreSIdents of the
CDE and of the Country should set the long term dIrectIon for the CDE ThIS
plan should be adhered to

• Theft of power--A recUrrIng problem that results m the syphomng off of a
large percentages of produced power The CDE has mstituted the Program of
New Users (PNU) and the Revenue Improvement Program (PMI) to combat
thIS problem These have met WIth some success Until thIS problem IS under
control, few mvestors WIll be mterested m purchasmg the CDE The Country
and the Government needs to understand the large toll thIS problem IS placmg
on the CDE, and pass and enforce new laws that prOVIde senous pumshment
for those mdlvlduals that steal power from the CDE

• Failure to dIsconnect users who don't pay--Only 72% of current customers are
paymg theIr bIlls The CDE needs to estabhsh effective pohcles on when
customers WIll be dIsconnect for nonpayment and then enforce those pohcles
CommerCIal Office managers that do not enforce those reqUirements should be
replaced

• Need to repair and rehablhtate generatIOn, transmISSIon, and dlstnbutIOn
systems--To repair and extend the hfe of current systems the IDB and World
Bank are mvestIng m rehabIhtatmg generation, transmISSIOn, and dlstnbutIOn
mfrastructure, systems, and related eqUipment AddItIOnally, the CDE must
mstItute a preventive maintenance program Investors WIll be umnterested m
purchasmg poorly performmg assets
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• EfficIent and effectIve use of staff--It IS our understandmg that the CDE has
made sIgmficant reduCtIons In the number of staff From our lImIted reVIew
of field offices t It appears that great prodUCtIvIty IS not being achIeved
EffectIve use of personnel resources can provIde major productIvIty gaIns
Personnel salary and benefits probably need restructunng to proVIde the proper
motivatIOn

• Removal of redundant processmg--It appears that many of the orgamzatIons
withm the CDE have overlapping authonty Further dIfferent procedures are
used for the same functIOns such as bIlling The company needs to remove
these redundant organIzatIOn and procedures

c Examine AlternatIves

In order to further enhance the sellIng pnce of CDE t and Introduce a potentIal "bIg brother"
Investor, conSIderatIOn can be gIven to engagIng an element such as a management contractor
or lessee In respect to all or some of CDE's operations The terms of the agreements WIll
have an Impact upon the value of CDE as an entIty, therefore the shorter the term of the
agreements the better It IS of course recogmzed that the Investors wIll need a suffiCIent term
to recoup theIr Investments

The Issues under eIther arrangement are dISCUSSed below

1 Lease OptIOn

A pnvate operator could lease assets or faCIlIties owned by CDE and use them to conduct
bUSIness on ItS own account The lease would set forth the terms and condItions under WhICh
the lessee IS to operate these assets and facIlItIes, the compensations that must be paId to
CDE and the respective responSIbIlIties of the partIes The key feature of a lease
arrangement IS that the lessee assumes the full commerCIal nsk for operating the assets, that
IS, the lessee has to make the payment regardless of the profitabIlIty of the operatIon In
addItIon to the lease payment, the lessee IS normally oblIged to mamtam and repaIr the assets
In use or to share such costs In accordance WIth an agreed schedule

In theory, at one extreme, the entire CDE operatIon could be leased out At the other
extreme only a small component could be leased out

UnlIke a management contractor, WhICh assumes no finanCIal responsIbIhty for the company
operatIOn, the lessee suffers dIrect finanCIal repercussIons If It falls to use the leased assets In

an effiCIent manner or falls to ensure good management
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Under a lease, the lessee hIres Its personnel The lessee may hue eXIstmg personnel and
mtegrate them mto Its own work-force In domg so, the lessee would exerCIse complete
freedom of chOIce Under a management contract, the contractor may have broad powers
over eXIstmg personnel, but the remaInIng employees of the enterpnse are often subject to
government pay scales and condItions The dIfference m the extent of control over the work­
force (and the ensumg abIlIty to upgrade Its qUalIty) can be qUIte WIde between these two
forms of arrangements and can affect the success of the operations under the lease or
management contract

11 Management Contract Option

In prepanng Itself for a share offer, CDE could conSIder entenng mto a management support
servIces contract WIth a foreIgn electncity company Under thIS option an expatnate
electncity company would be brought m to take over the management of CDE The foreIgn
company would be able to contnbute Its expertIse and management skills At the same time
It would be necessary to delmeate responsIbIlItIes clearly as between Itself and the maJonty
stockholder, 1 e the government

Should the arrangement work well, the contractor could be InVIted to take an eqUIty
partICIpatIOn In the company HaVIng had hands-on expenence In the operatIon of the
company, the foreIgn partiCIpant WIll be m a good pOSItIon to assess fully the nsks and
opportunities ThIS IS exactly what happened m the case of the Canbbean Cement Company
and Scancem, and It IS expected that thIS IS the route that WIll be taken by the electnc
company m MalaySIa

Generally speaking, the management group WIll be gIven full management control and
authonty to manage The contractor denves ItS authonty form the contract Whereas a
lessee~ the state for the use of assets or faCIlIties, a management contractor IS paid by the
state for ItS management powers and operational control, It has no finanCIal exposure and
receIves ItS fee (or at least a portIon thereot) regardless of the profitabIlIty of the enterpnse

Under a management contract option, CDE would contInue to bear the full commerCIal nsk
and would be responSIble for all working capItal and debt finanCIng To thIS extent, It IS not
relIeved of any burden In the form of the management fee The advantage of thIS
arrangement IS, however, that ownershIp IS retained, a defined degree of control IS
maIntained, and a hIgh level of management and other skills IS mJected mto the enterpnse,
enhancmg ItS overall effiCIency and profitabIlIty Attraction of mvestment dIrectly Into CDE
would be enhanced If a well-known foreIgn utilIty was mvolved, partIcularly If the
management company took an eqUIty stake m CDE as well

The other areas whIch are SUItable for contractmg out would have to be Identified, taking
mto account precondItiOnS for the retention of eXIstmg staff and the capabIlIty of pnvate
sector companIes to adequately proVIde the servIces The benefits whIch the company could
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accrue mclude mcreased efficIency and lower costs We have addressed these areas in

SectIon III of thIs report
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C MODELS AND ISSUES OF INDEPENDENT POWER PROJECTS (IPPs)

ThIS sectIon dIscusses vanous Issues and In the pnvate power process, IncludIng the types of
projects, financIng concerns, possIble project lenders, and recommendatIOns for ImprOVIng
the pnvate power process In the DOmInICan RepublIc

1 Types of Projects

The pnvate power program In the DOmInICan RepublIc IS headIng m two separate dIrectIOns

• Some developers are propoSIng projects that sell most or all of theIr power
dIrectly to end users, such as the CTGE-SantIago Free Trade Zone Project In
most cases, the end users are busmesses that are wIllmg to pay a premIUm for
relIable energy supplIes not currently proVIded by CDE The advantage to
havmg the pnvate sector control both generatIon and end-user dIstnbutIOn IS
that such projects are much eaSIer to finance, as government mvolvement and
publIc uncertaInty are mInImIzed On the other hand, such projects tend to be
small In SIze (and thus generate energy at a hIgher cost/kWh) and only serve
commerCIal and mdustnal users

• Other developers are proposmg projects that sell power mostly or completely
to CDE (such as the PANDA project) ThIS type of project, where the
developer IS only responSIble for generatIOn and sells power dIrectly to CDE,
WIll be more dIfficult to finance, as It ultImately relIes on CDE's abIlIty to pay
for power and to proVIde currency exchange However thIS type of project IS
needed to proVIde servIce to reSIdentIal users through the dIrect expanSIOn of
CDE's generatmg capaCIty Such projects also tend to be larger, reducmg the
cost/kWh

SpeCIfic aspects of each project type are dISCUSSed below

2 Pnvate UtIlIty SellIng DIrectly to End-Users The GeneratIOn­
DlstnbutIon Model

Under the GeneratIon-DlstnbutIon Model, the pnvate developer would construct the
generatIng UnIt and sell most or all of the power dIrectly to pnvate sector end-users An
example IS the CTGE-SantIago Free Trade Zone Project ThIS project proposes to sell ItS
power first to the commerCIal and Industnal tenants In the Free Trade Zone and then any
excess IS to be sold to CDE The major benefit of thIS power sales structure, at least from
the mvestor/lender vIewpomt, IS that It IS not necessary to rely on payments from CDE to
make the project VIable AddItIonally, Free Trade Zone customers can pay for power m
hard currency, thereby ellmmatmg both the nsks of currency devaluatIOn and the need for
mdexatIon proVISIons m the power purchase contracts
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Because a "pnvate-to-pnvate" project such as thIS relIes dIrectly on mdustnal and
commercIal customers for Its sales and revenue, financmg IS lIkely to be much eaSIer than
financmg a project that sells all of ItS power to CDE Lenders may not reqUIre government
guarantees of performance, although exchange avaIlabIlIty and convertIbIlIty wIll stIll be an
Issue Nevertheless, gIven the great amount of financmg reqUIred, the legal, economIc and
mstItutIOnal condItIons of the country and other nsks to capItal, It IS lIkely that loans from
multIlateral development banks or government banks wIll be reqUIred However, due to the
comparatIve ease of financmg such a project, thIS type of pnvate power project may be the
first type to begm constructIOn and come on lme

There are two mam drawbacks of such a pnvate power model FIrst, If only projects of thIS
type are Implemented, the power avaIlabIlIty for dIfferent customer classes m the DOmInICan
RepublIc WIll be skewed -- mdustnal and commercIal users WIll begIn to have relIable power
supplIes from such pnvate power developers whIle reSIdentIal customers, served almost
totally by CDE, WIll contInue to face shortages and rehabillty problems A second problem
IS related to the SIze of such projects "Pnvate-to-pnvate" projects of thIS type may tend to
be relatIvely small m SIze (for example the CTGE-Santlago FTZ project IS about 20 MW) as
they WIll only serve lOCalIZed mdustnal needs, whereas larger projects servIng larger areas
would produce power at a lower cost/kWh

3 Pnvate UtIlIty Sellmg DIrectly to the CDE Gnd The GeneratIOn Only
Model

ThIS type of power project sells power dIrectly to CDE, and the developer IS only
responsIble for generatIOn When a pnvate power project sells dIrectly to CDE, It has to
rely on CDE's and ultImately the Government's abIlIty to pay for power and to proVIde
currency exchange These nsks create dIfficultIes for projects of thIS type as they are much
more dIfficult to finance than the GeneratIOn-DIstnbutIOn projects dISCUSSed above Because
a project of thIS type generates no foreIgn currency and relIes on CDE payments to the
pnvate utIlIty, lenders and eqUIty Investors WIll evaluate such a project In the same way they
would evaluate a project malang loans or Investment dIrectly CDE As a result, the necessary
baSIS for a successful pnvate power project of thIS type WIll be a large and complex set of
agreements between mvestors/lenders and CDE as demonstrated by the Project Secunty
Package SovereIgn and CommercIal RIsk dIagram (EXhIbIt VI) on the follOWIng page

Investorllender perceptIOn of the legal, economIc, and InstItutIonal condItIOns m the
Dommican RepublIc WIll dIrectly affect the number and content of the agreements reqUIred In

each case Such projects have usually entaIled an ImplementatIOn agreement, a power
purchase agreement, a constructIOn contract, a fuel supply agreement, an operatmg and
mamtenance agreement, and a reVIew by the government of the financmg arrangements
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PROJECT SECURITY PACKAGE: SOVEREIGN AND
COMMERCIAL RISK
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It IS Important to note that the Implementatlon agreement deals wIth such Issues as capItal
and mcome convertIbIlIty and transferabIlIty, recourse to the government for CDE
performance Issues, government loan guarantees of comfort, and foreIgn exchange nsks
These are all questlons that reqUire approval and Implementatlon by the finanCIal authontles
The Power Purchase Agreement will contam pncmg and pnce escalatlon provlSlons that have
broad macro-economIC sIgmficance for future developments

4 Fmancmg Concerns

The finanCIal Issues are the central Issues m any arrangement for pnvate developers to buIld
a generatIOn plant and sell power dIrectly to CDE

• Any pnvate power project that IS Implemented WIll reqUire guarantees or
sIgmficant reassurance from the host government on both market nsk
(confirmmg that CDE WIll purchase and pay for power) and foreIgn exchange
nsk ThIS IS an mVarIable charactenstIc of the agreements

• Equally fundamental, the "take or pay" proVISIons of the sales contract WIll
contaIn pnce adjustment or escalatIOn provlSlon features, as It IS the baSIS for
the financmg of any pnvate sector sponsored project Such features can have
a sIgmficant Impact of future tanff charges

In countnes such as PakIstan, the World Bank has employed the use of a dedIcated Pnvate
Sector Energy Development (PSED) Fund to stImulate both lenders and mvestors m the area
of pnvate power projects Because the Bank can not lend dIrectly to pnvate developers, It
makes loans aVaIlable to the government to create a relevant fund These fund resources are
then used to make loans to pnvate power developers To the extent that the loans are repaId,
the fund becomes a long-term source of financmg for pnvate power

An Important aspect of the fund WhICh was set up m PakIstan IS that ItS loans take a
subordmate pOSitIOn to other project loans Thus lenders such as EXIM banks and other
commerCIal banks who are mItIally unwIllmg to lend to a project, can be drawn mto the
project, as they hold first claIm on funds aVaIlable should the project have trouble meetmg Its
debt servIce oblIgatIons The PSED fund thus IS able to leverage the amount of financ10g
aVaIlable to the project

5 Pnvate Power Lenders

Below we bnefly dISCUSS (the lIst IS not all 1Ocluslve) several potentIal sources of fund10g for
a Pnvate Sector Energy Development (PSED) Program 10 the Dommican RepublIc
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• World Bank (IBRD) -- The World Bank has become Involved In pnvate power
InItIatIves VIa the establIshment of a PSED Fund The Bank can not lend
dIrectly to pnvate developers, the Bank does lend to a host country who In
turn establIshes such a fund WhICh IndIrectly accomplIshes a SImIlar purpose

• Inter-Amencan Development Bank (IDB) -- SImIlar the World Bank, the IDB
can not lend dIrectly to pnvate developers However, the IDB mIght be a
poSSIble contnbutor to a pnvate sector development fund In the DOmInICan
RepublIc

• U S Agency for InternatIOnal Development (USAID) -- USAID also can not
lend dIrectly to pnvate developers However, In Pakistan for example,
USAID proVIded funding both to the PSED Fund, as well as for techmcal
aSSIstance (engIneenng, legal, finanCIal, instItutIonal) In Implementing the
pnvate power process

• InternatIonal Finance CorporatIon (IFC) -- The IFC IS the largest source of
dIrect project finanCIng for pnvate Investment In developing countnes The
IFC dIffers from the World Bank In that the IFC lends only to the pnvate
sector Loans may range from as low as $5 mllbon up to about $100 mIllIon,
and It WIll lend up to 25 % of a projects costs The IFC also prOVIdes dIrect
eqUlty Investment and techmcal aSSIstance The IFC only Invests In projects
where arrangements have been made for the repatnatIon of Invested capItal
and earnIngs

• Overseas Pnvate Investment CorporatIOn (OPIC) -- OPIC IS a U S
Government Agency establIshed to promote pnvate U S Investment In
developing countnes OPIC prOVIdes both polItICal nsk Insurance and
Investment capItal through dIrect and guaranteed loans The major restnctIOn
IS that the project must have sIgmficant Involvement by U S bUSinesses

• Inter-Amencan Investment CorporatIon (IIC) -- SImIlar to the IFC's role as the
pnvate lendIng arm of the World Bank, the lIC IS the pnvate lendIng arm of
the Inter-Amencan Development Bank They generally makes loans In the
$10 mIllIon range, and would thus only take a large lend10g role In relatIvely
small power projects

• 936 Funds -- An addItIonal source of fund10g applIcable to the Domimcan
RepublIc are so-called "936 funds", whIch were establIshed under SectIOn 936
of the U S Internal Revenue Code These are profits of U S CorporatIOns
based In Puerto Rico that are tax exempt If they remain Invested 10 any
Canbbean BaSIn InItIatIve country Due to country and other nsks, these
funds are aVaIlable only In conjUnctIOn With other credit enhancements or loan
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guarantees

• Export-Import Banks (EXIMs) -- The Umted States and several other countnes
have Export-Import Banks that offer loans to projects that contaIn sIgmficant
bank-country matenals or eqUIpment In the case of the U S EXIM Bank,
there IS a reqUIrement that the borrower be a small busmess or be faced WIth
foreIgn competItIon backed WIth SUbSIdIZed financmg

6 RecommendatIons to Improve The EnVIronment for Pnvate Power 10

the Domimcan RepublIc

WhIle there are lenders wIllmg to become mvolved 10 pnvate power projects, the CDE and
the GODR can take several steps to Improve the overall enVIronment for pnvate power
These steps mclude

• MultIlateral Investment Guaranty Agency (MIGA) partIcIpatIOn -- In order to
provIde pnvate power mvestors WIth protectIOn for currency exchange
convembIhty, the Dommican RepublIc should conSIder Jo101Og MIGA MIGA
provIdes mvestors msurance coverage (for a fee 10 the area of 1 5% of
exposure) for nsks of expropnatIOn, convertIbIlIty, and war ProvIdmg
mvestors access to MIGA, 10 WhICh some 105 countnes partIcIpate, would
allow them to protect themselves agaInst some of the nsks through MIGA
msurance

• Contmued hberalIzatIOn of foreIgn exchange laws -- The recent lIberalIzatIOn
of foreIgn exchange laws and polIcIes by the GODR and the Central Bank IS a
pOSItIve step that provIdes pnvate power 1Ovestors WIth confidence that theIr
mvestments WIll be protected AddItIOnal efforts at lIberalIz10g the exchange
laws WIll further enhance the 10vestment enVIronment

• Improvement In finanCIal SItuatIOn of CDE -- As dISCUSSed above, one of the
major concerns of pnvate power mvestors who are sell10g power dIrectly to
CDE IS the abIlIty of CDE to make tImely and adequate payments for that
power, gIven CDE's finanCIal condItIon The cont1OuatIOn of current efforts
aImed at Improv1Og CDE's finanCIal condItIOn through cost cuttmg, contractmg
out of servIces such as bIllmg/collectIons, and loss reductIon programs WIll be
VIewed as a poSItIve SIgn by mvestors Other legal and regulatory
Improvements (as dISCUSsed preVIously 10 thIS report) that Improve the overall
1Ovestors confidence 10 CDE WIll also be a poSItIve SIgn

The questIon of tarIff mcreases IS dIrectly related to Improv1Og the finanCIal
condItIon of the CDE WhIle tarIff Increases may be necessary at some POInt,
they should be coordmated WIth concrete Improvements In servIce to show
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customers that they are payIng more for better servIce Many customers
should be wIllIng to pay more If theIr servIce Improves For example, tarIff
Increase could COInCIde WIth the start of operatIOns of new pnvate power
generatIon plants that proVIde more relIable servIce

• ExamInatIon of finanCIng pOSSIbIlItIes -- GIven the problems many developers
WIll have In obtaInIng finanCIng WIth theIr projects, the CDE may want to
dISCUSS vanous finanCIng Issues WIth vanous lenders For example, the
poSSIbIlIty of settIng up a Pnvate Sector Energy Development Fund could be
examIned

• Umfied pnvate power negotIatIng group -- One of the major ImpedIments to
pnvate power projects In other countnes has been the lack of COOrdInatIOn
among the vanous government agenCIes negotIatIng WIth the pnvate
developers In some countnes, several government agenCIes have
responsIbIlItIes In the pnvate power process, IncludIng the natIonal utIlIty,
vanous MInIstnes such as FInance, Energy, and PlannIng, the Central Bank,
regulatory agenCIes, and perhaps the PreSIdent's Investment counCIl In the
Dommlcan RepublIc the lIkely entItIes mvolved would be CDE, the DDRIE,
and the Central Bank at the least It IS Important that such agenCIes work
together to present a UnIfied negotIatIng poSItIon to the developers and speak
as one vOIce OtherwIse, governmental InfightIng and orgamzatIOnal problems
can slow the pnvate power process

7 Summary to IPP SectIon

The emergence of the Domimcan Republic and CDE's pnvate power program IS Just
begInmng, and IS dICtated heaVIly by finanCIal constramts on both CDE and pnvate
developers A probable scenano for expandIng the generatIOn capaCIty In the DomInIcan
Republic WIll be a two step process, an IncorporatIOn of both a short-term and a long-term
program

The short-term strategy for ImproVIng generatIOn capaCIty In the Domimcan Repubhc WIll
most hkely be charactenzed by the rehabl1ItatIOn of CDE's current generatIng capaCIty
through multIlateral fundmg coupled WIth smaller pnvate power projects, such as those
dISCUSSed m Model I, WhICh do not rely on power sales to CDE In thIS way, CDE WIll be
responSIble for ImprovIng ItS own generatmg capacIty, partIcularly for servIce to reSIdentIal
users, and the small pnvate developers WIll complement eDE's Improvements by mamly
servICIng the commerCIal and Industnal sectors

In the long-term, as CDE becomes more solvent, and more specIfic fundmg IS set aSIde for
pnvate power projects In the DOmInICan RepublIc, larger pnvate power projects such as
those dIscussed In Model II may be Implemented These larger projects WIll concentrate on
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sellmg power directly to CDE, and possibly lead to the eventual pnvatIzatlOn of the
company As CDE Improves Its finanCial SItuatIon, and financmg becomes more feasIble,
thIS long-term strategy of Improvmg the power sector as a whole WIll dIrectly follow
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APPENDIX A

CORPORACION DOMINICANA DE ELECTRICIDAD

STATEMENT OF WORK· BILLING AND RELATED FUNCTIONS

I Introductlon

The Corporacton Oonumcana de Electncl(lad (COB) understands that electrIc energy
IS an essentIal pnmary source for the SOClo-econormc development of the Donumcan
Repubhc The COB IS currently expenencmg considerable teehmca1 and non­
teehmca1 losses of electrIc power, wtuch m turn affect the econormc well-bemg of the
natlon In order to better the dlstrIbutlon of electrIc energy, the COB beheves that It
IS necessary for selected commerctal aspects of COB's operatlons to pass to the hands
of the pnvate sector, WIthout any contrary effect on the sel'Vlce to Its chents

I 1 Purpose of the Contract

The COB understands that as a first step m decreasmg the extent of the electrIc sector
problem of the natlon, It must contract out selected commerctal functlons ThIs
transfer of responSIbility WI1l aIm to mcrease CDE's effiClency and cash flow CDE
has also detennmed that tlus transfer must occur m the least tlrne poSSible, and that
such transfer will better sel'Vlce and reduce teehmca1 and fraudulent losses

1 2 Role of Contractor

It IS the purpose of tlus sohCltatlon to transfer to the pnvate sector, the responSibility
for selected commerctal aspects These selected cornrnerctal functlons will mclude,
but not be hlDlted to, the followmg

121 Btlhng

Includes, but IS not bIDlted to, the followmg functlons

o Detemunatlon of electrIcal consurnptlon
o Generation of bill
o Update of account mformatlon
o Dehvery of bill
o Coordinate reports With COE and other contractors, as appropnate
o Resolutlon of customer btlhng disputes
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APPENDIX A

o Mamtam records for a penod of seven years Must allow access to CDE at all
tImes

I 2 2 Customer ServIce

Includes, but IS not hmlted to, the followmg

o Receive and process new servIce requests and charges
o Process current chent servIce requests
o Process bill.mg problem disputes

I 2 3 Techmcal Support of Commercml ActIVitIes

Includes, but IS not hnuted to, the followmg functIons

o Meter mstallatIon
o Meter removal
o ServIce connectIon
o ServIce disconnectIon

Only natIonal compames or consortIums will be ehglble for this sohCltatIon The
contract will be for an wtIa1 penod of three (3) years, With three optIon years
exemsed by the COE

I 3 RelatIonship With CollectIons Contractor

The COB has deternuned that a separate contract will be ISSUed for the commercial
functIons mvolved m the collectIon of funds from chents The separatIon of
commercml dutIes between the two contractors will Inherently estabhsh self-balancmg
controls and Interdependence, which will ensure that contractors would perform the
functIons effiCiently and accurately Contractors blddmg for the Bill.mg and Related
FunctIons commercJa1 aspects willll21 be allowed to bid on the CollectIon contract
Exhtblts I and n present the diViSIon of commerClal functIons between contractors

However, the Billmg and Related FunctIons Contractor will receive data from the
CollectIon contractor on a daJ1y basiS To ehmmate duphcatIon of systems
development effort, the COB expects the Btllmg and Related FunctIons Contractor to
have the responSIbility for the deSIgn, development and ImplementatIon of the
appropnate systems and mterfaces (With COB concurrence)
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USAID/SANTO DOMINGO
CORPORACION DOMINICANA DE ELECTRICIDAD
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APPENDIX A

2 Overvtew of CDE and the Donumcan Regulatory Envrronment

The CDB IS the sole enttty responsible for the generatton, tranSmISSiOn, and
dlstnbutton of pubhc electncity servtce m the Dormmcan Repubhc CDE IS
adrmmstered by a seven-member Board of Drrectors appomted by the Government

The President of the Repubhc appomts the President of the Board and the
General Adrmmstrator (CDB's Chief Executtve Officer)

21 Oq~ttonofCDE

ResponSIbility for the functtonal, operattonal, and financtal procedures IS vested m the
General Adnumstrator The General Adrmmstrator delegates authonty of all technical
functtons to the TechnIcal Sub-Adrmmstrator, and all adrmmstrattve and finanCIal
authonty, mcludmg commerctal functtons, to the Adnumstratton and Fmance Sub­
Admuustrator

2 1 1 Commerctal Functtons

Currently, the Commerctal Dtreetor, who reports to the Adrmmstratton and Fmance
Sub-Admuustrator, IS responSIble for all commercIal acttVlttes The commercial
acttvlttes are orgamzed on a geographic baSts With five zones eXIsttng throughout the
country

o Nattonal DIstnct
o East Zone
o South Zone
o North Zone
o Northeast Zone

WithIn each zone there are numerous CommerCIal Offices that perform the functtons
descnbed m tins sohCltatton

2 2 Regulatory Issues

The Contractor awarded thIs contract must act WithIn the country's current regulatory
structure, mcludmg:

Pnc, Waterhouse
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2 2 1 Law 14-90 of 1990

Law 14-90 outhnes the role of the pnvate sector m the generation, transnussIon,
dIstnbution and commerctahzation of electncIty m the Donumcan Repubhc The law
pernuts the production and selhng of electnc energy to pnvate national or foreIgn
compames, and estabhshes fiscal mcentives for pnvate mvestment m thIs area

222 DORIE

The Drrectono de Desarrollo y Reglamentaeion de la Industna de la Energia Electnca
(DDRIE) was created through Law 14-90 DORIE IS charged With the coordmation
and regulation of the electnc energy mdustry m the country, mcludmg generation,
transnusSIon, and commerc13hzation functions Additionally, It acts as executor and
admwstrator of COE's pnvatlzation pohtics

2 2 3 Other Laws

Any other laws apphcable to the electnc sector

2 3 COE Operational StatIstics

The followmg are recent operational and finanCIal statistics for the CDE

OPERATION 1990 19911

Potentlal GeneratIon Capactty (MW) 13()()2 13()()2

Actual Generation CapaCIty (MW) 630 460

Losses (% of generatIon) 3250 3499

Number of Legal Chents 3 593,975

Number of megal Users 6OO,oQ02 3

Amount of Generation Billed (RD$) 1,832,459 2,100,084

Amount Collected (RD$) 1,251,250 1,535,130

1

Z

3

Projected Based on May 1991 figures
Estimated.
Not avallable
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2 4 Growth StrategIes Through 2005

Consldenng the projected growth m the country's future demand for electnc servlce,
the COE has outlIned a Plan of Generatlon ExpanSion (plan) for the penod 1991-2005
to meet antlClpated energy reqwrements

2 4 1 Increase m Generatlon Capacity

The Plan alms to add to the current generatIng system a total of 14 new generation
umts, which will mcrease potentlal generatIng capacity from 1300 MW to 1668 MW,
as follows

o 6 hydroelectnc umts WIth a total of 293 MW capaCIty
o 5 thermal umts of 125 MW capacity each
o 3 thermal umts of 250 MW capac1ty each

2 4 2 Improvement of TranSmISSion and Dlstnbutlon

Inadequate financmg levels have caused delays m the mstallatlon of needed facilities,
an msuffiClent level of preventlve mamtenance, and lack of funds to purchase needed
repatr matenals A Slgmficant detenoratlon of the tranSmISSIon and dtstnbutlon
networks, due to the cumulatlve effects of madequate mamtenance, has resulted m
Slgmficant detenoratlon of the tranSmISS10n and dtstnbutlon networks The Plan
mtends to Improve dtstnbutlon and tranSmISS10n WIth World Bank and IDB funds
currently aval.1able

2 4 3 PnvatlZatlon Strategy

The COB beheves that the magmtude of the electnc sector problems m the Donumcan
Repubhc wtll dtnumsh only WIth the mterventlon of the pnvate sector As a result,
the COB 1S conSldenng four optlons for pnvate sector mvolvement

o Contraetmg out Its dtstnbutlon and commerctal functlons

o Contraetmg out 1ts support servIces, seMces wluch do not dIrectly affect the
pnmary functIons of the CDE

o Entenng mto Jomt ventures WIth pnvate generatlon compames for mcreased
generatlon capac1ty

Pric, Wat,rhou9'

Appendix A • 7



APPENDIX A

o PnvatIzatIon of generatIon, tranSIll1SSIOn, and dlStnbutIon functIons of the
CDB

2431 PnvatIzatIon of DIstnbutIon FunctIon

One alternatIve currently under consideratIon IS the pnvatIzatIon of the dlstnbutton
functton TIus alternatIve would result m the formatIon of pnvate dlstnbutIon
compames responSIble for purchasmg power, dlstnbUtlng power, and billmg and
collectIon for power Within a geograplnc regIOn It IS possible that tins contract will
be conSIdered as the startmg pomt towards mstttutmg tins altemattve

3 DefinItIons

The followmg definItIons will be used throughout tins sohCltatIon

3 1 Contractor

The party awarded a contract under tins sohCltatIon and who will be responsible for
the functIons and actIVitIes that are descnbed m tins sohcltatton

3 2 Delegated Authonty

The contractual obhgatIon selected for the mterventIon of the Contractor The
Contractor IS responsible for the btllmgt. customer servIce, generatIon and dlstnbutton
of bills, meter mstallatIon and removal, and servIce connectIon and disconnectIon of
the selected commerc1al functIons of the CDB

33 Control

Once control has been effected for these actIVitIes by the Contractor, the CDB
mamtams the nght to sohClt the Contractor to proceed With additional acttVltIes proper
to the selected commerctal funCt:1ons of the CDB, that the contractor IS perfomung

3 4 Scope of Work

The tasks entaJ.led m this contract winch are the responSIbility of the Contractor,
mclude the billmg, customer semce, meter mstallanoD and removal, and servIce
connectIon and dlSCOnnect:1OD, m the deSIgnated zone(s) Also entalled are those tasks
necessary for the effiClent and automated execunon of the responSlbilines defined m
tins contract.

Pric, Wat,moull
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3 5 Selected Commerctal ACtiVIties

Those actiVIties currently performed by CDE Commercial Officers as descnbed m
tlus sohcltatlon generally mcludmg

o BIllmg
o Customer Se1'V1ce
o Meter mstallatlon and removal
o Meter Readmg
o Se1'V1ce connection and dIsconnection

3 6 Commerctal Offices

An office winch currently performs all the actiVIties and functions descnbed as
selected commerctal actiVIties

37 Hoursof~mtlooofBillmgC~ten

The hours of opemtlon of all offices will be

o Monday through Fnday, 8 00 AM to 6 00 PM
o Saturdays, 8 00 AM to 12 00 PM

3 8 Zone Junsdtctlon

The geogmplnc area for winch the Contractor will be responSIble encompassmg the
______ RegIOn of the country mcludmg _ CommercIal Offices

39 Tanffs

The CDE has numerous Tanff categones With a mnge of tanffs Wlthm each category
AppendIx 1 proVIdes a hstmg of current tanffs by category The contractor will use
these tanffs for computation of chent mvolces The Contractor will adjust Its mvolces
to reflect any modIfications m tanffs

3 10 Gnd or Network

The tranSmISSIon and dIstnbutlon hnes used for dIstnbutIng electncal power to the
chents
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3 11 Chent

The person(s) who legltlmately receiVes electnc seIVlce, 1 e , the end-user of
electnclty

4 Contractor Reqwrements

4 1 Ovem.ew

The selected Contractor will be responsible for perfonmng all functlons and actlvltles
descnbed m thts sectlon of the sohcltatlon, and for proVldmg facilitles, all personnel,
eqwpment, tools, matenals and supphes necessary to perform these functlons and
actlVltles The Contractor will perform theses tasks m a tlmely and accurate manner
The Contractor will need to coordmate Wlth CDE and other Contractors for proper
performance of responslbilitles

4 2 Manage Billmg and ASSOCiated Functlons

The Contractor will estabhsh and operate the necessary billmg centers, related
tinanClal management systems, m the designated zone(s) of the Country, and perform
all actlVltles reqUIred m thts SOhcltatlon The Contractor may estabhsh such other
ancillary offices as It determmes IS necessary to properly perform responslbilitles,
subject to CDE approval. The Contractor will proVlde all resources requrred to
operate these offices as descnbed throughout thts sohcltatlon

4 3 List of Current and New Chents

The CDE will proVlde the Contractor Wlth a hst of current CDE and Programa de
Nuevos Usuanos (PNU) chents m the zone and such other mformatlon as IS requrred
to perform the acl1VlUes reqUIred m the sohCltatlon The Contractor will be
responSlble for performmg the reqUIred sem.ces for the entlre chent-base WlthIn the
spectfied reglon. The Contractor IS encouraged to expand the chent-base The
Contractor will worm the CDE and the Collectlon Contractor of such new chents m
order to update CDE records and seIVlce appropnately

4 4 Develop Overall QualIty Control and Internal Control Systems

The CDE IS comlDltted to proVldmg Its Chents Wlth the htghest qualIty sem.ce
poSSible The Contractor will develop and Implement quahty control and mternal
control procedures, programs, and systems for all acUVlUes under thts sohCltauon that
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will achieve the followmg objectIves

o Ensure financIal records of CDE reflect most current financial mformatlon and
chentaccountsmrus

o Ensure that services are performed correctly and accurately and that chent
service IS performed at the hIghest poSSIble levels

o Prevent fraud, waste, and abuse

o Ensure that all assets, particularly funds, eqUipment, and payment records are
closely controlled

o Prevent unauthonzed access and use of hnes and electnclty, where apphcable
to Its actiVItIes

o ProVIde for vahdatIon, checks and audit tra1ls

The Contractor will descnbe m Its proposal all procedures, programs, and systems
that It will estabhsh for qualIty and mtemal control of all functions and actiVIties

4 5 DeSIgn, Develop, and Implement (proVldmg all hardware, software,
penpherals and eqwpment) an Automated Bllhng and technIcal support system

The Contractor will design, develop, and Implement all processmg systems necessary
to proVIde accountability for chents' accounts, bllhngs and related mformatlon
reqwrements and technIcal support of chents (1 e , meter type, number and locatIon)
The Contractor will obmm and msmll the appropnate hardware configuratIon to
proVIde for adequate processmg capac1ty, m accordance With CDE reqwrements and
standards ThIs system must mterface With the systems the CDE and the Collection
Contractor use

The Bllhng and Related FunctIons Contractor must estabhsh a relationshIp With the
CollectIons Contractor m the design, development, and Implemenmtlon of the billmg
and collection system and of the mterfaces necessary to fulfill Its contracruaI
obhganons. To ehmmate duphcatIon of systems development effort, the CDE expects
the Bllhng Contractor to have the responSIbility for developmg appropnate computer
systems
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45 1 Define System Reqwrements Consistent With Current CDE FmancIal
and Billmg and technIcal support systems, Subject to CDE Approval

The Contractor will desIgn and develop a billmg and servIce support system whIch
meets, at all times, CDE's functional, control, and communication requrrements
These requrrements mclude, but are not hffilted to, the Items descnbed below

451 1 Meet Processmg Demand

Processmg reqwrements mclude, but are not hffilted to, the Items hsted below

45 1 1 1 Meet Current Demand

The Contractor's btlhng and technIcal support system will proVIde suffiCient capacity
to process the number of chents serviced It IS estimated that there are 1 3 IJll1hon
users of energy for the country as a whole ApproXimately 600,000 currently are
regtstered chents

45112 Meet Future Demand

The Contractor's system will reqwre suffiCIent capacity to absorb SIgnIficant mcreases
m chent base resulting from expanSIon m the chent base

45113 Satisfy Requrrements

The Contractor's system will meet the reqwrements as set forth by the CDE at all
times

4512 ProVIde Integrated System Whtch Allows Access to All
Records From all CommercIal Offices and Btlhng
Centers Throughout the Regton

The Contractor's system will be able to forward to CDB and accept from CDB any
and all chent account mformatlon m order to respond to all chent mqumes, as
necessary. The Contractor's access and commumcatlon controls systems and
procedmes will adhere to CDB spectficatlons, at all times
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ProVIde Back-up Power Supphes-Down-tlme dunng
OperatIng Hours

The Contractor will purchase and mstall adequate back-up power capabilitles to
ensure that btllmg and technIcal support systems will remam operanonal dunng
busmess hours In addInon, the Contractor will develop and Implement adequate
procedures to ensure that the bJ.11mg and technIcal support system remams operanonal
m case back-up power procedures fall

4514 Develop Operatlonal Procedures and Controls such as
Dally Back-up of Records and AudIt Tral1 Reports

The Contractor's system will have standard data-entl"y, processmg, audit tralls, and
back-up controls and procedures to ensure proper accountability and safeguard of
finanCIal mformatIon

4515 PrOVIde Adequate Systems Secunty to Prevent
Unauthonzed Access or Use of Systems

The Contractor's system access and commumcatIon controls and procedures will
adhere to CDE specificatIons m order to prevent unauthonzed access or use

4516 ProVIde On-lme (real tIme) Interface Between CDE
Systems and Contractor Systems

To effectIvely and rapidly process and tranSMIt cntIcal finanCIal mformatIon, the
Contractor's system will allow for on-hne commumcatIon With COE's btllmg and
financtal systems and other contractor's collectIon system The Contractor's system
access, mternal audIt, and commumcanon controls and procedures will adhere to CDE
spectficatIons AddttIonally, the Contractor will develop and Implement adequate
procedures to ensure that the commumcatIon between the Contractor, CDE bJ.11mg and
technIcal support systems, and other contractor systems remams consistent and on
schedule

4517 TranSMIt Data Electromca11y to COE and Collecnon
Systems Accordmg to Current CDE System
Requuements

The Contractor's system will proVIde for electromc commumcatIon With CDE's
btllmg and teehmcal support system, and other contractor's collectIon system On a
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dally basIS, the Contractor's system will electromcally update CDE's billmg and
technIcal support system The Contractor's system access, mternal audit, and
commumcatIon controls and procedures will adhere to CDE specIficatIons The
Contractor will develop and Implement adequate procedures m case electromc data
transfer capabilitIes are down, m order to ensure that the billmg and technIcal support
system remams conSIstent and on schedule The Contractor will also establIsh
commumcatIon WIth the entIty responSIble for collectIons

4518 ModIfy System as Reqwred to meet Changmg CDE
Needs and Systems ReqUIrements

CDE's reqwrements will change as a result of vanous expanSIon, rehabilitatIon, and
pnvatJ..zatIon programs Enhancements to the Contractor's system will be
Implemented as necessary to meet the CDE's changmg demands and needs

452 Develop ImplementatIon Plan and Schedule and Implement System

The Contractor WI1l develop an Implementatton plan for the adequate desIgn,
development, mstallatIon, testtng, and ImplementatIon of the Contractor's billmg and
technIcal support system and proper mterface WIth CDE billIng and technIcal support
systems, and other contractor's systems The ImplementatIon plan IS subject to CDE
requuements mcludmg but not lImited to the Items lIsted below

o Implementatton plan will mclude development process schedule and define
delIverables

o ImplementatIon plan must proVIde adequate tIme to test that system meets
reqUIrements

o Implementatton plan IS subject to CDE approval.

o The Contractor WI1l allow for adequate partICIpatIon and mtenm approval by
CDE

4 6 Process BillIng

The Contractor WI1l estabhsh appropnate procedures and dedIcate adequate resources
to effectIvely and adequately generate, dIstnbute, and report on clIent billIngs
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4 6 1 Procedures

The Contractor wtl1 estabhsh procedures for tImely and accurate billIng of clIents
Muumum procedures for processmg chents bills mclude but are not hnnted to the
followmg Items

o Enter consumptIon mto the billIng and teehmcal support system

o Generate bills showmg usage charges for pnor month at appropnate tariff,
pnor balance, penaltIes, mterest, collectIons posted, and related charges as
appropnate InvOices will show date payment IS due

o PrInt bills on approved mvolce form

o Dlstnbute bills

o Resolve btlhng complamts

4611 Accounts Receivable

The Contractor will estabhsh procedures to IdentIfy, follow-up and collect past-due
accounts recetvable The Contractor will termmate service to all clIents With arreages
of 60 days, who have not negotIated a repayment schedules Servtce must be
termmated WithIn 10 busmess days of the 60 day deadlme

4 6 2 Operate WithIn Performance Reqwrements

The Contractor will operate billmg procedures WithIn performance reqwrements as
spectfied by CDB, mcludmg, but not hmtted to,the followmg Items

o Enter Meter Data. mto the Billmg and teehmcal support system WithIn 2 Days
of Readmg.

o Pnnt Bills WithIn 2 Days of Estabhshed Cycle Schedule

o Chents Recetve BtUs WithIn 2 Days of Scheduled Date

o Meet CDB approved operatmg cycle schedules
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4 6 3 Controls

The Contractor will mamtam adequate controls over btlhng process, mcludmg, but
not hnuted to, the followmg areas

o Date entry of meter mformaoon and readIngs through venficaoon procedures
and system vahdaoon edits

o Timely and accurate dtstnbuoon of bills

4 6 4 Repomng

ProVlde daIly and monthly btllmg reports by office, tanff type, zone, and other
mformaoon needs as reqwred by CDE and other contractors

4 7 Servtce Chent Requests

The Contractor will estabhsh procedures and systems to process, effecovely and
rapidly, apphcaoons for new chent semce and current chent servtces mcludmg, but
not hnuted to, the Items hsted below

4 7 1 New Semce Requests

The Contractor will estabhsh appropnate procedures and dedIcate adequate resources
to attend and process apphcanons for semce

4 7 1 1 Procedures

The Contractor will estabhsh procedures for the omely and accurate processmg of
new servtce requests Mtmmum procedures for processmg new semce accounts
mclude, but are not hmtted to, the followmg Items

o ASSISt chents In completIng apphcaoons for semce

o Perform cred1t checks and mvesogate pnor account balances coordmatmg WIth
CDB (and PM!) as necessary

o Inspect prenuses for potentlal usage, load, meter type, meter locaoon, meter
number, meter balance, post number, etc as appropnate for all tanff sectors
(e g , Restdent1al, Commerctal, and Industnal Chents)
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o Estimate monthly usage and detenmne adequate depoSIt amount whIch should
cover two months usage

o Oetermme new account number, cycle, tanff type, and commerctal office
conSIstent Wlth COE practice and account structure

o Complete servtce contract and obtaIn chent's SIgnature

o Enter chent mformanon m appropnate manual and automated systems

o Receive seeunty depoSlts, depoSIt them m an appropnate COE trustee bank
account, and mamtaIn records of depoSIts

o OepoSIt funds mto COE accounts on the day receiVed

o Reconcl1e and account for depoSIts dally

o Transnut depoSIt and chent mformanon to COE and other contractors as
needed dally as per COE requirements to update records and service
appropnately

4712 Performance ReqUIrements

The Contractor will operate new service request procedures Wlthm performance
requirements as spec1fied by COE, mcludmg, but not hrmted to,the followmg Items

o Approve apphcaaon Wlthm two days of request

o Perform mspectlon Wlthm two days of apphcanon approval

o Enter new account m system Wlthm two days of mspect:1on

o DepoSIt and account for funds dally

4713 Controls

The Contractor will mamtam adequate controls over apphcanon process, mcludmg,
but not hnuted to, the followmg areas

o DepoSIt of funds
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o Credit depoSIts to appropnate accounts

o Oversee mspectors

4714 Reportmg

The Contractor will proVlde dally and monthly acOVlty reports by office, tanff type,
zone, and other mformaoon needs as reqwred by CDE, and other contractors

4 7 2 Process Current ClIent SerVIce Requests

The Contractor will establIsh procedures, controls, and reportmg to effecovely
process clIent requests related to current serVIce (not claIms) WIthIn standard
performance requrrements ClIent requests related to current sel"Vlce may mclude the
followmg Items.

o Re-mstallaoon of serVIce

o Changes m type of serVIce or locaoon

o Changes m name and address

o Problems m serVIce receIved.

o Billmg dIsputes

o Replacement of meters, posts, lInes and other eqUIpment

4 7 3 Chent ClaIms

The Contractor wtll establIsh appropnate procedures and dedicate adequate resources
to effecuvely and adequately process and resolve clIent claIms

4731 Procedures

The Contractor will establIsh procedures for omely and accurate response and
resoluoon of chent cla1ms Muumum procedures for processmg clIents claIms
mclude, but are not hnuted to, the followmg Items

o Develop and adhere to chent servtce plulosophy m processmg claIms and
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complamts

o Meet WIth chents lssumg claims

o Receive telephone mqumes

o Forward authonzed adjustments for entry mto collection system to adjust clIent
accounts accordmgly

o Negotiate balance repayment plans WIth chents m accordance WIth CDE
pohcy

o Respond to techmcal complamts for Reqwrement Areas stated m Section 4 7
by forwardmg mformatlon to appropnate techmcal office for resolution

o Receive complamts for chents out of Contractor's area of responsibility and
forward mformatlon to appropnate CDE office for resolution

o Commumcate resolution of clalms and complamts to chents

4732 Performance Reqwrements

The Contractor wtll process chent clalms WIthm performance requirements as
specIfied by CDE, mcludmg, but not hmtted to, the followmg Items

o ServIce all Telephone Inqumes WIthm 5 Mmutes of ReceIpt

o Meet With Personal Complamts WIthm 15 mmutes of chent's amval

o Commumcate resoluuon of clalm WIthm chents' billmg cycle

4733 Controls

The Contractor wtll estabhsh and mamtam adequate control procedures for processmg
chent clalms effeeovely, mcludmg, but not hmtted to, the followmg areas

o MaIntam a log Identlfymg the person, account number, address, nature of
complamt, and resolution of complamt.

o MaIntam audit tra1l of finanCla1lmpact of chent clatms.
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APPENDIX A

The Contractor will provtde daJly, weekly, monthly, and annual. reports by office,
tanff category, zone, and other mformatlon needs as reqUIred by CDE, of clIent
claIms processed and respective resolutions

4 8 Provtde TechnIcal Support

The Contractor will estabhsh appropnate procedures and dedicate adequate resources
to effectively and adequately provtde technIcal serVIces m support of billmg, meter
mstallatlon and removal, customer serVIce, and serVIce connection and disconnection

4 8 1 Read Meters

The Contractor will read all chent meters, m support of chent billmg The
Contractor will be responSIble for estabhshmg appropnate procedures and deslgnatmg
appropnate resources to effectively and effiCiently measure electnc consumption for
all chents

4811 Performance ReqUIrements

The Contractor will read meters Wlthm the performance requrrements specified by
CDE, mcludmg but not hnuted to, the followmg Items

o Measure consumption, as appropnate

o Meters must be read two days of scheduled date

o Ternunate serVIce If unable to read meter, after 5 days of second attempt

4812 Controls

The Contractor will estabhsh and mamtam adequate control procedures for the meter
recordIng process, mcludIng, but not hnuted to, the followmg areas

o Mamtam a hIstoncal record of all meter readIng hsts and measured
consumption used m the past, thIs will mclude a hst of all meters read, meter
address, and all other Items contamed m the meter readIng hst

o Mamtam a log Identlfymg all meters whIch were not able to be read
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The Contractor will proVIde a weekly, monthly and annual report by office, tanff
category, zone and other mformatlon needs, as required by CDE, of all consumptIon
measured and any asSOCiated problems

4 8 2 Install Meters

The Contractor will estabhsh appropnate procedures and dedIcate adequate resources
to effectlvely mstall properly functlomng meters

4821 Procedures

Based on mformatlon forwarded from CDE or Collectlon Contractor, the Contractor
will effectlvely and effiCIently mstall meters at the folloWIng tlmes

o Opemng of account for new sel'Vlce, If a meter IS not at that locatlon

o To replace broken or mcorrectly operating meters

o As Otherwise detemuned to be appropnate by CDE

Pnor to mstallatlon, meters will be exammed m order to ensure proper cahbratlon

4822 Ownership of Meters

Meters wtll remam the property of the CDE, and wtll be avallable through a CDE
designated pick-up pomt.

4823 Performance ReqUirements

The Contractor will mstall meters Within performance reqU1fements as specrlied by
CDE, mcludmg, but not hnuted to the mstallatlon of new meters Within 5 days of
approval of servtcc

4 8.2 4 Controls

The Contractor will estabhsh and mamtaIn adequate control procedures for mstallmg
meters effectJ.vely, mcludmg, but not hnuted to, the malDtenance of a log Identlfymg
the locatlon and reason of all meters mstalled
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The Contractor will proVIde a weekly, monthly and annual report by office, tanff
type, zone, and other relevant mformatlon needs, as requrred by CDE, of all meters
mstalled

4 8 3 Sel'Vlce Connection and Disconnection

The Contractor will estabhsh procedures and systems to effectively and rapidly
sel'Vlce connection and disconnection to chents, mcludmg entenng chent mformanon
m appropnate manual and automated systems

4831 Sel'Vlce Connection

The Contractor will estabhsh procedures and systems to effectIvely and rapidly
sel'Vlce connection to chents, mcludmg entenng chent mformatIon m appropnate
manual and automated systems

483 1 1 Performance Reqw.rements

The Contractor will enter new account m system Wlthm two days of receipt of
mformatIon

48312 Controls

The Contractor will mamtam adequate controls over the connectIon and disconnection
of sel'Vlce

4 83.1 3 Reportmg

The Contractor will provtde daJly and monthly actiVIty reports by office, tanff type,
zone, and other mformatlon needs as reqwred by CDE

4832 Sel'Vlce DisconnectIon

The Contractor wtll estabhsh appropnate procedures and dedicate appropnate
resources m order to effiCIently disconnect 5e1'Vlce, and upon receipt of the
appropnate forms from CDE and other contractors
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The Contractor will dIsconnect servtce upon the receipt of the appropnate forms
ongmatmg from the CDE and other contractors mdlcatmg a de!mquent account, and
for the followmg reasons

o Upon detection of fraudulent connections

o Venficatlon of meter tampermg

o Refusal of access or nonaccess to meters after notlficatlon

o As a result of such other actlVltles as deemed appropnate or requJIed by the
CDE or other contractors

48322 Method of Disconnectlon of Servtce

Servtce will be dIsconnected through a bypass on the !mes leadIng up to the residence
or through other appropnate procedures approved by CDE, and not through the
removal of meters

48323 Performance Reqwrements

The Contractor will dIsconnect servtce WIthIn performance reqwrements as specIfied
by CDE, mcludmg, but not hrmted to the followmg

o Disconnect semce 10 accordance WIth sohcttatlon procedures after demal of
meter reader access

o DIsconnect semce WIthIn 2 days of balance due date

o Disconnect a fraudulent connection WIthIn 3 work days of dIscovery

48324 Controls

The Contractor will estabhsh and mamtam adequate control procedures for
dIsconnecting semce effectively and efficiently, mcludmg, but not hrmted to, the
mamtenance of a log IdentifyIng the location and reason of all servtce disconnection
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The Contractor will proVlde a weekly, monthly and annual report by office, tanff
type, zone, and other relevant mformatIon needs, as reqwred by COE, of all clIents
whose serVIce was disconnected

4 8 4 Remove Meters

The Contractor will establIsh appropnate procedures and dedicate appropnate
resources m order to remove meters

4841 Procedures

The Contractor will establIsh appropnate procedures and dedicate appropnate
resources to remove meters Meter will only be removed when they are deemed to
be broken, malfunctIomng, bwldmg structure IS to be demolIshed, to replace eXisting
meter With better, more effiCient meter, or when determmed to be appropnate by the
COE

48411 Ownerslup of Meters

All meters will be proVlded by COB and will be therr exclUSive property Upon
removal the meters will be returned to the designated COB office

4842 Obtam Meters from and Return to COE

The Contractor will establIsh appropnate procedures and desIgnate appropnate
resources to effectIvely and effiCiently obtam and return meters from a COE
designated locatIon.

4842.1 PIck-up Meters from LocatIons IdentIfied By
CDE for msta1latlon

The Contractor willidentlfy m conJunctlon With CDB offiaals a determmed locatIon
from winch meters will be picked-up for mstallatIon
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Return Meters Requmng Reparr or Recahbratlon
to COB

All meters requmng reparr or calIbration will be returned to the COB deternuned
loca1J.on

4843 Performance Requrrements

The Contractor will disconnect seI'Vlce WIthIn performance requIrements as specified
by COB, mcludlng, but not hnuted to the removal of meters WIthIn 2 days of
deternuna1J.on of seI'Vlce

4844 Controls

The Contractor will estabhsh and mamtaIn adequate control procedures for removmg
meters effectively and effiCIently, mcludmg, but not hnuted to, the mamtenance of a
log Iden1J.fymg the loca1J.on and reason of all meters removed

4845 Repor1J.ng

The Contractor will proVIde a weekly, monthly and annual report by office, tanff
type, zone, and other relevant mformatlon needs, as reqwred by COB, of all meters
removed

4 8 5 Report Repa11'S of Olstnbutlon Lmes to COB

The Contractor will report all repalI'S to dlstnbutlon hnes It observes to be necessary,
to the appropnate desIgnated COB loca1J.on

4851 Procedures

The Contractor will estabhsh appropnate procedures and dedicate appropnate
resources to effec1J.vely report on all dlstnbu1J.on hnes, from poles to meters, It
observes to be m need of reparr Hahne IS Judged to be m need of repalI'S, the
Contractor will complete the appropnate COB form notLfymg the CDB of the location
of reqwred reparr

4852 Performance ReqUIrements

The Contractor will report repalI'S of dlstnbu1J.on hnes to COB WithIn performance
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reqUIrements as spectfied by COB, mcludmg, but not ltnllted to the reportmg of
repa11'S Wlthm 2 days of observance

4853 Controls

The Contractor Wl1l estabhsh and mamtaIn adequate control procedures for efficIently
and effecuvely reportIng repa11' to COE, mcludmg, but not 11l1uted to the mamtenance
of a log Idenufymg the date and locauon of all mstrlbuuon lmes observed to be m
need of repa11'

4854 ReportIng

The Contractor Wl1l proVlde a weekly, monthly and annual report by office, tanff
type, zone, and other relevant mformauon needs, as reqmred by COE, of alllmes
reported to need repau

4 8 6 MaIntain Controls

The Contractor Wl1l estabhsh appropnate procedures and dedicate appropnate
resources to effecuvely mamtaIn controls for the effiCient performance of tins
contract

4861 MamtaIn a Log by CommerC13l Office of All Technical
ACUVlty

The Contractor will log all technical acUVlty on a daJly basiS This log will be stored
on an on-hne computer system usmg a data base software that allows the SOrtIng and
report generauon by field This log will mclude, but not be h11llted to, the followmg

o Number of office
o Date
o Chent number, address, account number, and meter number
o Nature of semce.
o Staff member who performed the serVIce

4 8 7 ProVlde Reports

The Contractor will estabbsh appropnate procedures and dedicate appropnate
resources m order to effectively produce a monthly acUVlty report The Monthly
ACUVlty Report Wl1l mclude all technIcal acUVlty performed by each CommerC13l
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Office It wtl1 be proVIded to CDB on a monthly basIs

4871 ProVIde a Monthly Techmcal ActIVIty Report

The Contractor will proVIde a report descnbmg all technIcal actIVIty performed m
each CommerCIal Office At l111IUmum thIs report wtl1 mclude

o Month
o Number of office
o Meters read!consumptIon estImated
o Meters mstalled
o Meters removed
o Meters sent to CDB
o Meters receIved from CDB
o Meters reparred
o SuspensIons of servIce
o Re-connectIons of servIce
o LInes adVIsed to reqwre repa11'S
o Number of workers requlI'ed dunng month
o Any addInonal office acnVIty

4 9 Analyze Procedures

On a yearly basIS, the Contractor will analyze all office actIVlnes and procedures

4 9 1 Analyze Current OperatIng Procedures and Make Recommendanons for
Improvement

The Contractor will analyze all office act1VInes and procedures mcludmg billmg and
technIcal functIons The analySIs wtl1 focus on methods of

o Stream1uung Operanons
o RedUCIng Costs
o Improvmg QualIty of Chent ServIce
o Improvmg Internal and QualIty Controls
o ImproVIng Technology
o ExpandIng or RedUCIng the Number of CommercIal Offices
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4 9 2 ProVide a Wntten Report of Recommendaoons

The Contractor will proVide a detalled wntten report descnbmg current procedures,
Its analysIs, and recommendaoons for Improvement The Contractor will provide the
report each year on the anmversary of the slgmng of the contract

4 10 ProVide ProsecutIon Support

The Contractor will proVide the support reqUIred to prosecute Clvtl and cnmmal
actIons m funcoonal areas that the Contractor IS responsible for

4 10 1 ProVide Records and TestImony

The Contractor will produce, at the tIme and locatIon requested by the CDE, all
records, matenals, and personnel necessary to support any htIgatIon on behalf of or
agamst the CDE

4 102 ProVide Support to PM! Umt of CDE

The Contractor will support the COE's (Revenue Improvement Program (Programa de
MeJorarmento de Ingresos, PM!) umt, by proVIdmg mformatIon and lOgIstIc support
as requested

4 11 ASSistance and Support WIth Other COB Programs

The Contractor will proVide asSiStance and support to other COB program as requIred
mcludmg PNU, pubhc relatIon programs, and other actIVitIes as developed from ome
to ome

4 12 ASSIStance and Support WIth Other COB Contractors

The Contractor will proVide assistance and support to other COB Contractors, as
determmed by COB

5 FaClhtIes and EqUIpment Not ProVided By the COE

The COB will not proVide the follOWIng facilitIes, eqUIpment, and matenal m support
of the Contractor's actiVitIes

5 1 Current Commerctal Office FacilitIes
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The CDB wtl1 not proVide any commercIal office facilitles

5 2 Furmture, eqUIpment, Tools, Matenals, or SupplIes

The CDE wtl1 not proVide any furnIture, eqUIpment, tools, matenals or supplles of
any nature

5 3 LIst of Current and New ClIents

The CDE will proVide the Contractor WIth a hst of all current clIents

5 4 Access to Current Bllhng and Collectlon System

The contractor must establIsh the appropnate systems m order to have the capability
to download data from, and update mformatlon to, the current bllhng and collectlon
system

5 5 DIstnbutlon Gnd and Generatlon of ElectnClty

The CDB will mamtam responSIbility for the DIstnbutlon Gnd and all power lmes,
substanons, transformers, meters, and other eqUIpment reqwred to operate the power
gnd throughout the zone The CDB wtl1 proVide all power to clIents of the CDE
The Contractor will not proVide any electnc power to the chents or potennal clIents
of the CDE WIthout pnor wntten approval from the CDB

5 6 Plannmg for expanSIon of Systems

The CDE wtll proVide all plannmg for expanSIon of the generatIon, tranSmISSIOn, and
dIstnbutlon systems

6 Facilitles, Eqwpment, and Personnel ProVided by the Contractor

The Contractor wtl1 provtde all facilitles (mcludmg office space), eqwpment,
matenals, supphes, utlhty servtces, and personnel reqwred to perform the funcnons
and act:lVItles descnbed m thIs sohcItatlon

6 1 All Personnel

The Contractor wtl1 lure, tram, and superVIse all employees necessary to ensure tugh
qualIty performance of all actlVItles and functlons reqwred under thIs sohcItanon In
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hmng personnel for actlVItles performed under thIs sohcltatlOn, the Contractor will
proVIde first preference to current employees of the CDE perfonmng selected
commerctal. actlVItles m the Zone who meet the qualIficatlons for respectlve posltlOnS

6 2 Computer Systems

The Contractor WIll proVIde (accordmg to CDE standards) all computer hardware,
software, pooter, and penpheral and supporttng eqUIpment and matenals requIred to
perform the functlons and actlVItles descnbed m the SOhcltatlon All data used by the
Contractor wtll be the property of the CDE All software wtll be owned by the
Contractor, but WIll be hcensed to the CDE and other appropnate contractors

63 VehIcles

The Contractor WIll proVIde all trucks, automobiles, motorcycles, and other motonzed
equipment requJ.red to perform the functlons and actlVItles under thIs sohcltatlOn

6 4 Matenals and Supphes

The Contractor WIll proVIde all matenals and supphes of any nature requJ.red to
perform the functlons and actlVItles under thIs sohcltatlons mcludmg

o Forms
o InvOIces
o Office Matenals and Supphes
o Techmcal Matenals and Supphes
o Other Supphes as Reqwred

6 S Eqmpment and Tools

The Contractor WIll proVIde all eqwpment and tools reqwred to perform the functlons
and actlVItles reqwred m tins sohcltatlon mcludmg

o Office Eqwpment
o Telephones
o Techmca1 Eqwpment and Tools
o Meter Installatlon Tools and EqUIpment
o Meter Cahbratlon Tools and Eqwpment
o Such Other Tools and Eqwpment as Reqwred
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6 6 Insurance

The Gontractor will carry personnel mJury, hability and other msurance as reqUITed
by the CDE The Contractor will provide msurance protectIng all of Its employees
from mJury, harm, or death resultIng from use, mISuse, or contact With CDE
equipment whether or not the cause of the mJury harm or death was the result of
CDE or the Contractor's neghgence

67 All FacilitIes

The Contractor will proVide all facilitIes reqUIred to perform the functIons requIred m
tins sohcltatIon

6 7 1 OperatIons of Offices

The Contractor will proVide all utlhtIes (telephone, electnclty, water, etc ), cleamng,
trash collectIon, secunty, and other servIces reqUIred for the smooth operations of the
offices.

6 7 2 ReceIve Approval to Open or Close Offices

The Contractor must receIve COE's approval to open or close an office The
Contractor will JUStify opemng or closmg offices based upon chent demand To
JUStIfy closmg an office, the Contractor must prOVide a plan descnbmg how the
chents of the proposed office will be served

6 7 3 Payment of Rent

The Contractor will be responSIble for purchasmg or rentmg necessary facilities, and
for makmg all payments under any purchase or rental agreement for all facilities
reqUIred for completIon of tins contract

6 7 4 Use of Offices

The Contractor will only perform COE actIVitIes m any office or buildIng deSignated
as a commercml office.

7 BasIs of Contractor Overall Performance

The Contractor's overall performance on thIs contract will be Judge by Its ability to
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meet the requIrements stated m thIs solIcitatIon Further, the Contractor Will be
evaluated on hIs ability to decrease chent complamts regardmg maccurate bills Goals
for each contract year Wl1l be set at the begmnmg of the contract year Failure to
meet thIs performance goal, as computed by the CDB, m any year of the contract WIll
be grounds for temunatIon of the contract for cause The Contractor WIll be paid
based on the number of bills generated and dlstnbuted, the number of meters
mstalled, number of meters removed, number of connectlons and number of
dlsconnectlons

8 CDB's Access to Operations

COB reserves the nght to access to all operatIng facilitIes and records of the
Contractor Dunng Regular Hours of Operatlons Addltlonally, COB reserves the
nght to audit the Contractors operatlons as well as the members of any consortla

9 RIghts m Data

COB exclUSIvely owns all data associated With the functlons and actlVItles performed
by the Contractor The Contractor may not use the data for Its own purposes or sell
or proVIde the data to other parnes WithOUt the wntten permIssion of the General
Adl1UJUstrator of the CDB

10 ConfidentialIty of Information

All clIent account mformanon and COB operatlon mformatIon IS extremely
confidentlal The Contractor Wl1l take every measure to protect that confidentlahty
In no mstance Wl1l the Contractor make that mformanon known or available to anyone
other than the ClIent or CDB WithOUt pnor wntten approval of the ClIent or COB
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CORPORACION DOMINICANA DE ELECTRICIDAD

STATEMENT OF WORK· COLLECTIONS

1 Introduction

The CorporaClon Domuucana de ElectnCldad (COE) understands that electnc energy
IS an essentlal pnmary source for the soclo-econonuc development of the Donumcan
Repubhc The COE IS currently expenencmg conSiderable technIcal and non­
technIcal losses of electnc power, winch m tum affect the econonuc well-bemg of the
nation In order to better the dlstnbution of electnc energy, the CDE beheves that It
IS necessary for selected commercIal aspects of COE's operations to pass to the hands
of the pnvate sector, Without any contrary effect on the servlce to Its chents

1 1 Purpose of the Contract

The CDE beheves that as a first step m decreasmg the extent of the electnc sector
problem of the nation, It must contract out selected commercIal functions TIus
transfer of responSibility will mcrease CDE's efficIency and cash flow CDE has also
deternuned that this transfer must occur m the least time poSSIble, and that such
transfer will better servlce and reduce technical and fraudulent losses

1 2 Role of Contractor

It IS the purpose of this sohCltation to transfer to the pnvate sector, the responsibility
for selected commercIal aspects These selected commercIal functIons will mclude,
but not be hnuted to, the followmg

1 2 1 Collectlon

Includes, but IS not bnuted to, the followmg

o Collect all revenues
o Forward collect:lon data to COE and other Contractors
o Accept all complamts, and report all mqumes to COE and other Contractors
o Coordmate appropnate reports With COE and other Contractors
o MamtaIns records for a penod of seven years Must allow access to COE at

all times.

Only national compames or consortlums will be ehpble for this sollCltation The
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contract will be for an lIUtIal penod of three (3) years, WIth three opoon years
exeI'Clsed by the COB

1 3 RelatIonshIp WIth Billmg Contractor

The COB has detemuned that a separate contract will be ISSUed for the commercial
functIons associated With billmg The separanon of commercial dunes between two
contractors will mherently estabhsh self-balancIng controls and Interdependence that
will ensure that contractors would perform the functIons efficIently and accurately
Contractors bIddIng for the CollectIon aspects will n2t be allowed to bid on the
Billmg contract Exlubits I and II present the dIVISIon of commercIal funcoons
between contractors

However, the Collectlons Contractor must establIsh a relatIonshIp With the BIlhng
Contractor regardIng the development, and Implementatlon of the billmg and
collecoon systems, and of the Interfaces necessary to fulfill contractual obhgaoons
The BIlhng Contractor will have the responSIbility for developmg the appropnate
computer systems The CollectIon Contractor, however, will be responsIble for the
electromcally tranSJn1ttJ.ng (as defined by COE), on a daJ1y basts, the reqwred data of
all the transactIons conducted durmg the day ThIs tape will be forwarded to both the
COB and to the Btlhng contractor

2 OveMew of COE and the DoffilIUcan Regulatory EnVIrOnment

The COB IS the sole entlty responsible for the generatlon, tranSJn1SSIOn, and
dlstnbutlon of pubhc electnClty seMce In the DoffilIUcan Repubhc COB IS
admuustered by a seven-member Board of DtreCtors appoInted by the Government
The PresIdent of the Repubhc appomts the President of the Board and the General
Admuustrator (CDE's ChIef Executlve Officer)

2 1 OrgamzatIon of CDE

ResponSIbility for the functlonal, operatIonal, and finanCIal procedures IS vested m the
General Admuustrator The General Admmtstrator delegates authonty of all technIcal
functlons to the Techmcal Sub-AdffilIUstrator, and all adffilIUstratlve and finanetal
authonty, IncludIng commerCla1 functIons, to the AdffilIUstratIon and Fmance Sub­
AdffilIUstrator
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APPENDIX B

Currently, the CommercIal Drrector, who reports to the Admuustratlon and Fmance
Sub-Admuustrator, IS responSIble for all commercIal actlVltles The commercIal
actlVltles are orgamzed on a geograpluc basIS Wlth five zones eXlstmg throughout the
country, mcludmg

o NatIonal DIStnCt
o East Zone
o South Zone
o North Zone
o Northeast Zone

Wlthm a zone there are numerous Commeretal Offices that perform the functIons
descnbed m thIs SOhcltatIon

2 2 Regulatory Issues

The Contractor awarded thIs contract must act Wlthm the country's current regulatory
structure, mcludmg

22 1 Law 14-90 - 1991

Law 14-90 outlmes the role of the pnvate sector m the generatIon, tranSmlSSl0n,
dIstnbutIon and commeretahzatIon of electnClty m the Domuucan Repubhc The law
permlts the production and sellmg of electnc energy to pnvate natIonal or foreIgn
companIes and estabhshes fiscal mcentIves for pnvate mvestment m thIs area

222 DDRIE

The DtreCtono de Desarrollo y Reglamentac10n de la Industna de la Energla Electnca
(DDRIE) was created through Law 14-90 DDRIE IS charged Wlth the coordmatIon
and regulatIon of the electrIc energy mdustry m the country, mcludmg generatIon,
transDUSSlon, and commeraahzatIon functIons AddItIonally, It acts as executor and
admuustrator of CDE's pnvatlzatIon pohtIcs

2 2 3 Other Laws

Any other such laws applymg to the electncaI mdustry

Pric, Wat,rhouse
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2 3 CDE OperatIonal StatIStIcs

The followmg are recent operatIonal and finanCIal statIstlcs of the CDE

OPERATION 1990 l~r

Potentlal GeneratIon Capactty (MW) 1300 1300

Actual GeneratIon CapacIty (MW) 460 630

Losses (% of generatIon) 3250 3499

Number of Legal Chents 3 593,975

Number of megal Users 600,()()()2 3

Amount of GeneratIon Billed (RD$) 1,832,459 2,100,084

Amount Collected (RD$) 1,251,250 1,535,130

2

3

24

Projected Based on May 1991 figures
EstImated
Not avaJ1able

Growth Strategies Through 2005

Consldenng the projected growth m the country's future demand for electnc service,
the CDE has outhned a Plan of GeneratIon ExpanSIOn (plan) for the penod 1991­
2005, m order to meet antICIpated energy requuements

2 4 1 Increase m GeneratIon CapaCIty

The Plan alms to add to the current generatmg system a total of 14 new generatlon
umts, winch wtll mcrease potentIal generatmg capaCIty from (an estImated) 1200 MW
to 1668 MW. AddttIonal generatmg systems will mclude

o 6 hydroelectric umts With a total of 293 MW capaCIty
o 5 thermal umts of 125 MW capaCIty each
a 3 thermal umts of 250 MW capacIty each

Appencbx B • 6
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2 4 2 Improvement of TranSmISSIOn and DIstnbunon

Inadequate financmg levels have caused delays m the mstallanon of needed facw.tles t

an msufficient level of prevennve mamtenance, and lack of funds to purchase needed
reparr matenals A SIgmficant detenoranon of the tranSmISSIon and dlstnbutlon
networks, due to the cumulanve effects of madequate mamtenance, has resulted m
Slgmficant detenoranon of the tranSmISSIOn and dIstnbutlon networks The Plan
mtends to Improve dIstnbunon and tranSmISSIOn With World Bank and IDB funds
currently avallable

2 4 3 PnvatLzanon Strategy

The COB beheves that the magmtude of the electnc sector problems In the Dormmcan
Repubhc will dInumsh only With the mtervennon of the pnvate sector As a result,
the COB IS conSIdenng four opnons for pnvate sector mvolvement

o Contraenng out Its dIstnbunon and commercIal funcnons

o Contracnng out Its support servIces, servIces wtuch do not dtrectly affect the
pnmary funcnons of the COB

o Entenng mto Jomt ventures With pnvate generanon companies for generatlng
systems

o PnvatLzanon of generanon, trans1111ssIon, and dlstnbunon funcnons of the
COB

2431 PnvatLzanon of DIstnbunon Funcnon

One alternatIve currently under conSIderatIon 15 the pnvatlzatIon of the dIstnbutlon
funcnon ThIs altematJ.ve would result In the formanon of pnvate dlstnbunon
companies responSIble for purchaSIng power, dlstnbunng power, and collecnon for
power WIthtn a geographic regton

3 Defimtlons

The follOWIng defimtlons Wll1 be used throughout thIs sohCltanon

Pm, Wat,rhouse

Appendix B • 7



APPENDIX B

3 1 Contractor

The party awarded a contract under thts SOhc1tatIon and who will be respons1ble for
the functIons and actIVltIes that are descnbed m thts SOhc1tatIon

3 2 Delegated Authonty

The contractual obhgatIon selected for the mterventIon of the Contractor The
Contractor 1S responSlble for the collectIon area of the commerClal functions of the
CDE

33 Control

Once control has been effected for these actIVltIes m the part of the Contractor, the
CDE mamtams the nght to SOhC1t the Contractor to proceed WIth other actiVlties,
proper to the commet'Clal functIons of the CDE

3 4 Scope of Work

The tasks entaIled m thts contract, to be the responSlbility of the Contractor, mclude
the collectIon of revenues billed for the electnc consumption dlstnbuted to CDE
chents m the des1gnated zone(s) Also entaIled are those tasks necessary for the
effiClent and automated executIon of the respons1bilitIes defined m tins contract

3 5 Selected Commet'Cla1 ActIVlties

Those actIVltIes currently performed by CDE CommerClal Officers as descnbed m
thts SOhcltatIon generally mcludmg

o CollectIon - The actIVity of comptlmg the payment of bills

3 6 Commerctal Offices

An office whIch currently performs all the actIVltIes and functIons descnbed as
selected commerctal actJ.VltIes.

3 7 CollectIon Centers (Estafetas)

CollectIon centers (1 e , pharmac1es, banks, apphance stores, and convemence stores)
whIch currently have contracts to collect payment for a monthly bill

Price Waterhouse
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3 8 Hours of OperatIon

The hours of operatIon of all commeI'Clal offices wIll be

o Monday through Fnday, 8 00 AM to 6 00 PM
o Saturdays, 8 00 AM to 12 00 PM

3 9 Zone IunsdtctIon

The geograplnc area for winch the Contractor wIll be responSlble encompassmg the
______ RegIon of the country mcludmg _ CommerCIal Offices

3 10 Tanffs

The CDB has numerous Tanff categones Wlth a range of tanffs WlthIn each category
Appendlx 1 proVIdes a hsnng of current tanffs by category

3 11 Gnd or Network

The tranSInlSSlOn and dIstnbutIon hnes used for dIStnbutIng electncal power to the
chents

3 12 Chent

The person(s) who legItImately receIVes electnc semce The end-user of electrICIty
The chent of CDB

4 Contractor Reqw.rements

41 Ovemew

The selected Contractor will be responSlble for perfOrmtng all functIons and actIVItles
descnbed m tlus sectton of the sobCltatIOn, and for proVIdIng all facilitIes, personnel,
eqwpment, tools, matena1s and supphes necessary to perform these functIons and
actIVItIes The Contractor will. perform these tasks m a tlmely and accurate manner,
m coordInatIon Wlth CDB and other contractors.
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4 2 Manage Collecnon Funcnons

The Contractor will estabhsh and operate commerctal offices and related financial
management systems, m the designated zone(s) of the Country and perform all
acttvlnes requIred m thIs Sohcltanon The Contractor Wlll establlsh a nummum
number of servtce commerctal offices suffiCient to ensure adequate chent servIce
The Contractor may establlsh such other ancillary offices as It detenmnes IS
necessary The Contractor will proVide all resources reqwred to operate these offices
as descnbed throughout thIs sohCltatlon

4 3 List of Current and New Cllents

The COE will proVide the Contractor Wlth a hst of current COE and Programa de
Nuevos Usuanos (PNU) chents m the zone, and such other mformanon as IS reqUIred
to perform the acnVInes m tlus sohCltatlon The Contractor will be responsible for
perfornung the requtred servtces for the enure chent-base Wlthm the specified region

44 Develop Overall Quahty Control and Internal Control Systems

The COB IS comnutted to proVIdmg Its Chents WIth the lughest qualIty servtce
poSSible The Contractor will develop and Implement quahty control and mternal
control procedures, programs, and systems for all actlVInes under tlus sollcltanon that
will achteve the followmg obJectlves

o Ensure finanCIal records of CDB and Contractor reflect most current financial
mformanon and chent account status

o Ensure that servtces are performed correctly and accurately and that chent
servtcc IS performed at the htghest poSSIble levels

o Prevent fraud, waste, and abuse

o Ensure that all assets, particularly funds, eqwpment, and payment records are
closely controlled

o Prevent unauthonzed access and use of semce

o ProVide for vahdanon, checks and audit traJls

The Contractor wtll descnbe m Its proposal all procedures, programs, and systems

Pnc. Wat,rhouse
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that It will estabhsh for qualIty and mternal control of all functlons and actlvltles

4 5 Design, Develop, and Implement (proVldmg alI hardware, software,
penpherals and eqwpment) an Automated Collectlon System to be Operated In

all CommerClal Offices

The Contractor will design, develop, and Implement all processmg systems necessary
to prOVide accountability for chents' payments The Contractor will obtam and mstall
the appropnate hardware configuratlon to proVide for adequate processmg capacity, In

accordance WIth CDB reqwrements and standards ThIs system must mterface With
the systems the COB and the Bllhng and Techmcal SerVIce Contractor use

However, the Collectlons Contractor must estabhsh a relatlonshtp WIth the Bllhng
Contractor regardmg the development, and Implementatlon of the billmg and
collectlon systems, and of the mterfaces necessary to fulfill contractual obhgatlons
The Billmg Contractor will have the responSibility for developmg the appropnate
computer systems The Collectlon Contractor, however, will be responSible for the
electromca1ly tranSffiltbng (as defined by CDB), on a dally basIS, the reqUIred data of
all the transactlons conducted dunng the day ThIs tape will be forwarded to both the
CDE and to the Billmg contractor

4 5 1 Define System Reqwrements Consistent With Current CDB CollectIon
System Subject to CDB Approval

The Contractor will desIgn and develop a collectlon system whtch meets, at all tlmes,
CDB's functlonal, control, and commumcatlon reqwrements These requrrements
mclude but are not hffilted to the Items descnbed below

4511 Meet Processmg Demand

Processmg requuements mclude but are not hII1lted to the Items hsted below

45111 Meet ExtStIng Demand

The Contractor's finanClal system will proVide suffiClent capaClty to process the
number of chents semced. It IS estlmated that there are 1 3 II11lhon users of energy
for the country as a whole ApproXImately 600,000 currently are registered chents

45112 Meet Future Demand

PrIc, Wat,mouSl
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The Contractor's system will reqUIre sufficIent capacIty to absorb slgmficant mcreases
m the chent base resultmg from expansIOn m the chent base

45113 Satisfy Requuements

The Contractor's system will meet the requuements as set forth by the CDE at all
ames

4512 ProVIde Integrated System Wluch Allows Access to All
Records From all Commeretal Offices and Collecaon
Centers Throughout the RegIon

To effectively and rapIdly respond to chent semce needs through-out the country, the
Contractor's system will allow for payment of bills and processmg of chent claIms at
any Contractor office Within the regIOn The Contractor's system will be able to
forward to CDE and accept from CDE chent account mformatlon for all CDE chents
as necessary The Contractor's system access, and commumcatlon controls and
procedures will adhere to CDE specIfications

4513 ProVIde Back-up Power Supphes-Down-ame dunng
Operatmg Hours

The Contractor will purchase and mstall adequate back-up power capabiliaes to
ensure that collection systems will remam operational dunng busmess hours The
Contractor will develop and Implement adequate procedures to ensure that the
collection system remams operational m case back-up power procedures fall

4514 Develop Operational Procedures and Controls such as
Dally Back-up of Records and Audit Tnul Reports

The Contractor's collection systems will have standard data-entry, processmg, audIt
tra1ls and back-up controls and procedures to ensure proper accountability and
safeguard of finanClal mformatlon

4515 ProVIde Adequate Systems Secunty to Prevent
Unauthonzed Access or Use

The Contractor's system access and commumcatlon controls and procedures will
adhere to CDE spectficatlons m order to prevent unauthonzed access or use

Pm, Wat,rhous,

Appendix B • 12

...



4516

APPENDIX B

ProVIde On-lme (real orne) Interface Between COE
Systems and Contractor Systems

To process and tranStnlt effecnvely and rapIdly cnncal finanCIal mformanon, the
Contractor's system WIll allow for on-lme commumcanon With COE's billmg and
collecnon systems, and other contractor's billmg and collecnons systems The
Contractor's system access, mtemal audtt, and commumcanon controls and
procedures WIll adhere to COE spec1ficanons Addtnonally, the Contractor will
develop and Implement adequate procedures to ensure that the commumcanon
between the Contractor and COE collecnon system, and other contractor's system,
remams funcoonal

4517 Transffilt Data Electr.omcally to COE Systems Accordmg
to Current CDE System Reqwrements

The Contractor's system will proVIde for electromc commumcaoon With CDE's
collecnon system, and other contractor's bJ.1lmg systems On a daIly basIS, the
Contractor's system will electromcally update COE's collecnon system The
Contractor's system access, mtemal audIt, and commumcaoon controls and
procedures will adhere to CDE specificanons The Contractor WIl1 develop and
Implement adequate procedures m case electromc data transfer capabthnes are down
m order to ensure that collectlon systems remam conSIstent and on schedule

4518 Modtfy System as ReqUIred to meet Changmg COE
Needs and Systems Reqwrements

CDE's reqwrements will change as a result of vanous expansIon, rehabthtanon, and
pnvattzanon programs Enhancements to the Contractor's systems WIl1 be
Implemented as necessary to meet the CDE's changmg demands and needs

4 5 2 Develop Implementatlon Plan and Schedule and Implement System

The Contractor will develop an Implementatlon plan for the adequate desIgn,
development, mst:a1la11on, testlng, and Implementatlon of the Contractor's collectlon
system, and proper mterface With CDE btllmg, collectlon and accountlng systems,
and other contractor's systems. The Implementatlon plan IS subject to COE
reqwrements mcludmg, but not hffilted to, the Items hsted below·

I

o Implementatlon plan will mclude development process schedule and dehverable
defimtlon.

Pm, Wat,mous,
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o Implementaoon plan must proVIde adequate ome to test that the system meets
requIrements

o Implementaoon plan IS subject to CDE approval

o The Contractor will allow for adequate partlclpaoon and mtenm approval by
CDE

4 6 Collect Payments

The Contractor will estabhsh appropnate procedures and dedicate adequate resources
to effecovely collect on chent billmgs

4 6 1 Procedures

The Contractor will estabhsh procedures for omely and accurate collecoon of chent
billmgs Muumum procedures for processmg chents bills mclude, but are not hrmted
to, those hsted below

4611 Collecoons at Idenofied I.ocaoon

The Contractor will receive payments from chents at the Idenofied locaoons dunng
standard hours of operaoons (see Defimoons) Muumum procedures for collectIng
and accountmg for such receipts mclude, but are not hIDlted to, the followmg areas

o Venfymg that payment receiVed covers balance due See Secoon 466 for
procedures to follow when amounts paid do not cover balance due

o CreditIng collectJ.ons to appropnate chent accounts

o ReconcWng funds reeetved and depoSited WIth chent receipts and credits
posted to accounts.

o Isswng reeetpt to Chent

461.2 Collecoon at CollectJ.on Centers (Estafetas)

The Contractor will collect and account, on a daIly b8.S1s, for funds collected through
the Collecnon Centers Muumum procedures for collectJ.ng and accountIng for such
recetpts mclude, but are not hmtted to, the followmg areas

Pnce Wat,rhouse
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o CollectIng appropnate funds, receipts to chents, and other supporting
documentatlon from Collectlon Centers.

o If Collectlon Center IS a bank, Collectlon Center will be responsible for
depoSlt1ng or wmng funds to the correct CDE bank account In thIs case, the
Contractor need only collect supportIng depoSIt, chent account, and other
documentatlon

o At tlme of collectlon, reconcIle all records of funds received

o Approve reconcI1Iatlon and funds receiVed from Collectlon Centers pnor to
entenng data mto system

o CredIt collectlons to appropnate chent accounts

o Update collectlons m the Billmg and Collectlon system

4613 DepoSit Funds

The Contractor will depoSIt all funds to the appropnate CDE accounts on a daJ1y
basiS, as drrected by CDE's controller

4614 ReconcWatlon

The Contractor will reconcIle all funds receIVed and depoSIted Wlth chent receiPts and
Credits posted to accounts on a dally baSIS to ensure the complete and proper
accountmg for all receipts

4 6 2 Performance Reqwrements

The Contractor will operate collectlon procedures Wlthln performance requrrements as
spectfied by CDE, mcludmg, but not hmtted to, the followmg Items.

o Allow IS days for chents to pay balance

o Cn:d1t payments to chent accounts on the day payment IS received

o DepoSit funds m CDE bank accounts on the day payment IS receiVed

o ReconcIle all receIpts and depoSits on a dally baSIS.

Pnc, Wat,rhous,
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4 6 3 Controls

The Contractor will estabhsh and mamtaIn adequate control procedures for the
collectIOn process, mcludmg, but not hllUted to, the followmg areas

o Complete accountIng for receipt of all payments

o Correct and complete entry/crecht of payments to chent accounts

4 6 4 Reporting

The Contractor will proVlde dal1y, weekly, monthly, and annual depoSit and collecnon
reports by office, tanff category, zone, and other mformanon needs as requrred by
COE

47 ProVlde Seeunty

The Contractor will estabhsh and proVlde suffiClent seeunty measures and resources
to adequately safeguard all COE property and momes for whIch the Contractor IS
responSible, mcludmg, but not hrmted to, the followmg Items

o Seeunty semce for all offices

o Seeunty semce for pick-up of Colleeuon Center receipts and dehvery of
depoSIts to banks

o Seeunty semce dehvery of all Colleenon Center depoSits

4 8 Insurance

The Contractor will acqwre suffiClent msurance to protect the COE from any and all
theft of funds and assets for whIch the Contractor IS responSible

4 9 Analyze Procedures

On a yearly baSIS, the Contractor will analyze all Commel'Clal Office acUVlUes and
procedures

Pm, Wat,rhous,

Appendix B - 16



APPENDIX B

4 9 1 Analyze Current Operatmg Procedures and Make Recommendatlons for
Improvement

The Contractor wtll analyze all CommerCIal Office actlVltles and procedures mcludmg
btllmg, collectlon and teehmcal functlons The analySIs wtll focus on methods of

o Stream1mmg Operatlons

o Reducmg Costs

o Improvmg QualIty of Chent SerVIce

o Improvmg Internal and QualIty Controls

o Improvmg Technology

o Expandmg or Reducmg the Number of CommerCIal Offices

4 9 2 ProVide a Wntten Report of Recommendatlons

The Contractor wtll proVide a detalled wntten report descnbmg current procedures,
Its analySIs, and recommendatlons for Improvement The Contractor will proVide the
report each year on the anmversary of the sIgmng of the contract

4 10 ProVide Prosecutlon Support

The Contractor will proVide the support requIred to prosecute CIW and cnnunal
acnons m funcnonal areas for whIch the Contractor IS responsIble

4101 ProVide Records and Tesnmony

The Contractor will produce, at the ome and Iocanon requested by the CDE, all
records, matenals, and personnel necessary to support any hngaoon on behalf of or
agamst the CDE.

Pnc, Wat,mouSl
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The Contractor will support the COE's PMI umt, by provldmg mfonnatIon and
logIstIc support as requested

4 11 ASSIstance and Support WIth Other COE Programs

The Contractor will proVIde asSIStance and support to other COE programs as
reqwred mcludmg PNU, pubhc relatIon programs, and other actIVItIes as developed
from tIme to tIme

4 12 ProVIde CoordInatIon Support to Other Contractors as Needed

The Contractor will proVIde coordmatIon support to other contractors as needed
PartIcularly any contractors holdmg billmg or technIcal servIce contracts

5 FacilitIes and Eqwpment Not ProVIded By the COE

The COE will not proVIde the followmg facilitIes, eqwpment, and matena! m support
of the Contractor's actIVItIes

5 1 Current CommercIal Office FacilitIes

The COE will not proVIde any commeI'Clal office facilitIes

5 2 Furmture, Eqwpment, Tools, Matenals, or Supphes

The COE will not proVIde any furmture, eqUIpment, tools, matenals or supphes of
any nature

5 3 LIst of Current and New Chents

The CDB will provtde the Contractor WIth a hst of all current chents As chents
SIgn-Up for the Contractor's servIce, CDE will proVIde copIes of those account
records necessary to semce the account
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5 4 Dlstnbutlon Gnd and Generatlon of ElectnClty

The CDE will mamtam responsibility for the Dlstnbutlon Gnd and all power hnes,
substatlons, transformers, meters, and other eqUIpment reqUIred to operate the power
gnd throughout the zone The CDE will proVide all power to chents of the CDE
The Contractor will not proVIde any electnc power to the chents or potenttal chents
of the CDE Without pnor wntten approval from the CDE

5 5 Plannmg for ExpanSIon of Systems

The CDE will proVIde all plannmg for the expansion of the generatton, transrmsslOn,
and dtstnbutlon systems

6 Facwtles, EqUipment, and Personnel ProVIded by the Contractor

The Contractor wtll proVIde all facilitles (mcludmg office space), eqwpment,
matenals, supphes, utlhty semces, and personnel requtred to perform the functtons
and actlVItles descnbed m thIs sohCltatlon

6 1 All Personnel

The Contractor wtll lure, tram, and supemse all employees necessary to ensure hIgh
quahty performance of all actlVItles and functlons requtred under thIs sohCltatlon In
hmng personnel for actlVltles performed under thIs sohCltatlon, the Contractor will
proVide first preference to current employees of the CDE performmg selected
commerCIal actlVItles m the Zone who meet the quahficatlons for respectlve posittons

6 2 Computer Systems

The Contractor wtll proVIde (accordIng to CDE reqwrements) all computer hardware,
software, pnnter, and penpheral and supportIng eqUIpment and matenals reqUIred to
perform the functtons and act1VItles descnbed m the SohCltatlon All data used by the
Contractor wtll be the property of the CDB

63 Velucles

The Contractor wtll provtde all trucks, automobues, motorcycles, and other motonzed
eqUIpment reqwred to perform the functlons and actlVItles under thIs sohCltatlon

Pnc, Wat,rhous,
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6 4 Matenals and Supphes

The Contractor will proVlde all matenals and supphes of any nature requIred to
perform the functlons and actlVltles under thts sohCltatlOns mcludmg

o Forms
o InVOices
o Office Matenals and Supphes
o TechnIcal Matenals and Supphes
o Other Supphes as ReqUIred

6 5 Equipment and Tools

The Contractor will proVlde all eqUIpment and tools reqUIred to perform the functlons
and actlVltles reqUIred m thts sohCltatlon mcludmg

o Office Equipment
o Telephones
o TechnIcal Equipment and Tools
o Meter Installatlon Tools and EqUIpment
o Meter Cahbratlon Tools and EqUIpment
o Such Other Tools and EqUIpment as ReqUIred

6 6 Insurance

The Contractor will carry personnel mJury, habthty and other msurance as reqUired
by the CDE The Contractor wtll proVlde msurance protecnng all of Its employees
from mJury, harm, or death resulnng from use, mISuse, or contact With CDE
eqUIpment whether or not the cause of the fiJury harm or death was the result of
CDB or the Contractor's neghgence

6 7 All Faethtles

The Contractor will proVlde all facthtles reqUIred to perform the functlons reqUIred m
thts sohCltatlon

6 7 1 Operatlons of Offices

The Contractor will proVlde all utlhtles (telephone, electnClty, water, etc ), cleanmg,
trash collectlon, secunty, and other seMces reqwred for the smooth operatlons of the

Pnce Waterhouse
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offices

6 7 2 Receive Approval to Open or Close Offices

The Contractor must receive COE's approval to open or close an office The
Contractor will JustIfy opemng or closmg offices based upon chent demand To
JUStIfy closmg an office, the Contractor must proVlde a plan descnbmg how the
chents of the proposed office will be served

6 7 3 Payment of Rent

The Contractor will be responSible for purchasmg or renting necessary facilitIes, and
for malang all payments under any purchase or rental agreement for all facilitIes
reqUIred for completIon of thIs contract

6 7 4 Use of Offices

The Contractor will only perform COE actiVltIes m any office or bulldmg designated
as a commerctal office

7 Basts of Contractor Overall Performance

The Contractor's overall performance on thIs contract will be Judged by Its ability to
meet the reqwrements stated m thIs sohCltatIon Further, the Contractor will be
evaluated on Its ability to mcrease the amount collected as a percentage of the amount
billed (RD$ collected per hour) Goals for each contract year will be set at the
begmmng of the contract year Fa1lure to meet thIs performance goal, as computed
by the COB, m any year of the contract will be grounds for termmation of the
contract for cause

8 COE's Access to Operatlons

COB reserves the nght to access all operatmg facilitIes and records of the Contractor
Ounng Regular Hours of Operations Additionally, COE reserves the nght to audit
the Contracton operatIons as well as the memben of any consortla

9 Rights m Oata

COB exclUSIvely owns all data assoctated With the functLons and actiVities performed
by the Contractor The Contractor may not use the data for Its own purposes or sell
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or proVide the data to other partles Wlthout the wntten penmsslon of the General
Adnumstrator of the CDS

10 ConfidentIahty of InformatIon

All chent account mformatIon and CDE operatIon mformanon IS extremely
confidentIal The Contractor will take every measure to protect that confidentIalIty
In no mstance will the Contractor make that mformatIon known or avaJ.1able to anyone
other than the Chent or CDE WIthout pnor wntten approval of the Chent or CDE
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