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Delivery Order #6 --Dominican Republic - Buy-In
 

Mid-Project Status Report
 
September, 1993 - May, 1994
 

I. 	 Executive Summary: 

This report summarizes the activities of K&M Engineering and Consulting
Corporation to provide technical assistance to the USAID Mission in Santo Domingo,
Dominican Republic, through a delivery order under the USAID Office of Energy and
Infrastructure's G/E/E&I, Private Sector Energy Development (PSED) Program,
during the period 	September, 1993, through May, 1994 exclusive. This technical
assistance involves conducting a fuel price study and the preparation of private power
bidding documents. 

During said period, K&M performed a review of fuel pricing practices and
prepared a discussion paper providing options the Government of the Dominican 
Republic (GODR) may wish to consider. Work on the pre-qualification documents 
was finalized, and the announcement of pre-qualification of potential bidders is 
scheduled to be released May 31st, 1994. 

In addition, the compilation and preparation of the Request for Proposals from

private bidders of the planned plant is well underway. The K&M team visited the

Dominican Republic to meet with USAID/Santo Domingo, Corporacion Domiricana
 
d'Elcctricidade (CDE), and Comite Nacional de Energia (CNE) officials to gather data
and discuss the various factors effecting the proposed plant. These factors include site 
selection, load factors, dispatchability, fuel supply, etc. 

II. Background and Overview: 

USAID Mission in Santo Domingo has been working diligently over the past
five years in defining and implementing solutions to the energy problems in the
Dominican Republic. In particular, USAID Mission has been promoting private
enterprise involvement in the electric power sector as a key component for resolving
the Dominican Republic's electric power crisis. Joint meetings were held involving
representatives of the Government of the Dominican Republic (GODR), the World 
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Bank, the InterAmerican Development Bank (IDB), and technical experts provided by
USAID. USAID Mission firmly believes that donor agency coordination, especially 
among USAID, the World Bank, and InterAmerican Development Bank, (IDB) will 
play a key role in the successful resolution of the energy problems prevalent in the 
Dominican Republic. 

In support of this cooperative effort, many of the necessary activities identified 
by the participants are now in progress. USAID Mission has agreed to focus on two 
specific products which will help the action plan desired by the GODR move forward 
while also serving U.S. private power interests. Specifically, the USAID Mission in 
Santo Domingo requested the assistance of the Office of Energy and Infrastructure's 
Private Sector Energy Development (PSED) Project in the preparation of private 
power bidding documents and performance of a fuel price study. The work is being
performed by K&M Engineering and Consulting Corporation under a PSED Delivery 
Order (or "buy-in"). 

HI. Objective: 

The objective of this project is to assist the GODR in developing an appropriate
plan and strategy to resolve the persisting electric power shortages in the Dominican 
Republic. A work plan was adopted that calls for developing new laws and 
regulations necessary to facilitate the assessment of private power projects, the 
structural reorganization of CDE, and developing the procurement procedures for new 
generating facilities. This plan includes coordinated inputs of USAID, the World 
Bank, the (IDB), and other pertinent donor agencies. The effort will pay particular
attention to issues and activities dealing with the role that the private sector may play
in the resolution of the electric power crisis in the Dominican Republic. The long
term objective of this assistance is to help the development of private power projects
in the Dominican Republic and to provide information about these project
opportunities to foreign private investors and developers. 

IV. Activities Performed To Date: 

A. Review of Fuel Pricing Practices. 

K&M's initial activities were to work closely with the USAID Mission and 
GODR power sector officials to develop a Preliminary Fuel Pricing Study. The 
USAID Mission made arrangements for a series of formal meetings which were held 
at several locations in Santo Domingo. As a result of these meetings, K&M agreed to 
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prepare an Issue Paper which would discuss the fuel pricing practices and optional

applicable scenarios that would allow the GODR to decide on the best solutions.
 

The purpose of these meetings and the resulting Issue Paper was to present a 
preliminary, draft discussion of the various scenarios and alternative options on fuel
related issues. This discussion paper provides an impartial summary of the options
that may be available to the GODR in its ongoing formulation of a new Electricity 
Law, based upon an initial survey of conditions in the country. 

The discussion paper was confined to the three types of fuel that are more 
likely to be used in the Dominican Republic to generate electricity: petroleum residual 
fuels, gas oil, and coal. 

The paper also discussed briefly the influence that environmental constraints 
could have on the choice of quality, the price of the fuels to be used, and how these 
constraints may affect the existing production and importation patterns for petroleum 
products. 

The background issues addressed in the paper are: the selection of the plant

(and its fuel) that would be more advantageous to the Dominican Republic economy,

the decision as to whether all fuels used for the generation of electricity should be
 
given equal fiscal treatment, and the value of having an agency of the GODR that has 
a monopoly to coordinate and carry out the importation of petroleum products. 

The paper also outlined several options and principles that need to be decided to 
assure the orderly implementation of adequate policies to safeguard the non
discriminatory pricing of fuels used for electricity generation. However, such orderly
implementation should be based on facts and figures, and this data may not readily be 
available. Establishing the methods to maintain and analyze the data may be the 
subject of further studies. 

The Issue Paper was delivered to the GODR National Energy Commission in 
time for their October, 1993, meeting. The Issue Paper was well received and some 
of its observations are included in the new Electricity Law submitted to the Congress 
in January, 1994. 

B. The Pre-qualification Documents. 

K&M prepared the Pre-qualification Bidding Documents for the GODR's 
Solicitation of the proposed projects. 
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The Bidding Documents consist of the following forms and annexes that would 
be submitted by all applicants interested in participating in a given project: 

Form I Affidavit 
Form II Applicant's Organization 
Form III Information to be furnished by Corporations 
Form IV Information to be furnished by Unincorporated 

Associations 
Form V Financial Capability 
Form VI Litigation History 
Form VII Detailed Information to be furnished by Applicant: 
Annex A Articles of Incorporation, etc. 
Annex B Privilege Tax Receipts 
Annex C Curriculum Vitae of Key Technical personnel 
Annex D Certificates of Registration 
Annex E Technical Capabilities 
Annex F Experience 
Annex G Power Station Performance 
Annex H Proposed Organization and Implementation Plan 

The first draft of the above documents were released the first week of 
December, 1993, during K&M participation in meetings with officials of USAID 
Mission, the World Bank, the IDB, CDE, and GODR to coordinate the Dominican 
Republic energy sector reform activities. The status, content, and schedule for the 
RFP documents were also discussed and finalized with the participants in these 
meetings. 

Upon receipt of comments from CDE, the World Bank, and IDB to the draft of 
the pre-qualification documents, a review was conducted to incorporate; these 
comments into the documents after coordination with CDE and other agencies. Notice 
of pre-qualification will not be published until the Electricity Law is enacted. (The 
GODR Electric Sector Law has been finalized by the Energy Committee and 
submitted to the President. The promulgation of the Law is now totally under the 
control of the government. Any delay will raise questions concerning the proposed 
timing for the entire range of energy sector restructuring activities). 

K&M is proceeding with the preparation of the RFP documents including three 
preliminary private power bidding documents: an Implementation Agreement (IA), a 
Power Purchase Agreement (PPA), including tariff adjustment and indexation, and a 
Land Lease Agreement (LLA). 
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K&M met with both CDE and CNE officials to review all additional comments 
received on said documents. As a result of these discussions, a revised draft of these 
documents was submitted to the World Bank and IDB officials on the evening of April
5. Concurrently, a new schedule was 	also developed for the preparation and 
finalization of the RFP documents. K&M submitted a list of information, required for 
the completion of the RFP, to CDE on April 14, 1994. 

K&M also attended and participated in a working session, headed by Hector
 
Guiliani, to review the final version of pre-qualification Documents, after the
 
incorporation of all the participants comments. 
 It was agreed during this session that 
the pre-qualification 	process of interested applicants should begin. Notice of pre
qualification is scheduled to be released 	 1994.on May 3 1st, Documentation for this 
process will be released to interested applicants, including the last version of the D.R. 
Electricity law. Furthermore, the status, content, 	and schedule of the completion of 
the RFP documents were reviewed and approved. The law firm of Troncoso & 
Caceres reviewed samples of the Implementation Agreements (IA), Power Purchase 
Agreements (PPA), including tariff adjustment and indexation, Land Lease Agreement
(LLA), Fuel Supply Agreement (FSA), and Operations and Maintenance (O&M)
Agreement. The scope of the firm's services includes review of these document with 
respect to conformity to new electricity law. 

C. Preparation of the Request for Proposal (RFP) 

in an effort to commence work on the RFP documents as scheduled, K&M met
with CDE officials to discuss some of the required information involved in the RFP. 
The following is an outline of the discussion: 

0 	 A p::eliminary report from the DECON Load Study was 
provided after the need and importance of disseminating 
this information to potential bidders was discussed;

* 	 All potential sites were discussed in light of site conditions 
and regional load factors. From the discussion it was 
apparent that CDE has some site preferences, specifically 
San Pedro.
 

* Even though the plant will technically be dispatchable, it is 
anticipated that it will be base-loaded at least in the first 
years of operations. The gap between supply and demand 
will require all available power until more plants come on 
line. 

* 	 Since it is anticipated that the supply and demand gap will 
be closed, the proposed plant must have Automatic 

5 



Generation Controls (AGCs) to ensure its dispatchability at 
some future date 
There is currently an RFP out for the construction of a 
new Supervision, Control, and Data Acquisition (SCADA) 
System. The system is envisioned to have state-of-the-art 
equipment to allow for economic dispatching of plants. It 
is not expected, however, that all CDE plants in the grid 
will initially be connected to the Center. 

The K&M Team also visited six potential sites east and west of Santo 
Domingo: 

Haina 	and Itabo: 
o 	 Already has several per plants and sugar mills that are 

having environmental impacts on the area 
o Fuel Coal is stored in open sites 
o 138 kV Transmission lines and Fuel handling infrastructure 

already in place 
o Waste 	ash is stored in an open site that is inclined into the 

ocean
 
o 
 There is a number of houses that will have to be relocated 

for the plant to be built at these sites 
o 	 Haina and Itabo are near the main distribution area of CDE 

where the highest load is located 

Puerto 	Viejo (Azua): 
o 
o 

o 
o 
o 

o 

Boca Chica: 
o 

o 

Site is within half a mile from an LNG handling Facility
Site and surrounding areas are in pristine environmental 
conditions 
No significant fishing activities taking place in the bay 
No significant number of inhabitants in the area 
No transmission lines or fuel handling infrastructure in 
place 
Existing dock that can be expanded to handle coal delivery 

Plant site located next to a new wastewater handling 
facility 
Plant site located next to airport which may create a 
security hazard 
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o No existing transmission or fuel handling facilities 
o Nearby port is not large enough to handle coal delivery,

and there is little room to expand it to accommodate 
delivery 

o Site located next to major resort areas 

San Pedro: 
o 	 Existing 138 kV transmission lines, but no fuel handling 

facilities 
o 	 Existing barge-mounted heavy oil-fired power plant built 

by Mitsubishi next to the potential site 
O No significant fishing activities in the area 
o 	 No significant number of inhabitants to displace 
o 	 Nearby town is down-wind from the plant site 

K&M also met with CNE and CDE officials. The following is an outline of 
the discussion: 

* 	 If the plant is located in Haina or Itabo, there is a possibility that the 
operations and maintenance of the existing plants in the area be given to
the contractor responsible for the operations and maintenance of the new 
piant


0 MONENCO's Site Study will have information to finalize the DECON
 
Least-Cost Expansion Plan that was discussed with CDE on April 26


0 Developer will probably be responsible for all cost involved in site
 
preparation, but CDE will handle relocating any inhabitants of the
 
chosen 	site 

* Fuel importing and purchasing must be according to the articles of the 
new law, which will be provided to developers, in spanish, with the 
RFP 

* 	 Electrical interconnection, substation, and preliminary layout of the 
plant is still not determined. It is advisable that CDE provide
developers with these as preliminary in order to standardize the bids. 
After developer selection, these items can be negotiated within the 
accepted costs 

* CNE believes that developers may prefer to pay taxes in the D.R. 
because of the special tax code provisions that allow front loading of 
depreciation to reduce the tax liability

0 In the first stage of plant operations, CDE will purchase the power,
however, as the planned restructuring takes place, that may change

* The issue of government guarantees that would be provided in the 
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Implementation Agreement is still not determined, especially in the case 
of privatization 

Moreover, K&M met with CNE and CDE officials to further discuss some
 
technical issues outstanding. 
 The following is a brief outline of the discussion: 

* There are no significant seasonable changes in demand for the system as 
whole, therefore, the aggregate demand forecasts can be taken as 
proxies 	for seasonal demand 

* 	 It is anticipate the commercial operations date of the proposed plant is in 
the 1997-98 period

* 	 World Bank/InterAmerican Development Bank funds will be dispersed 
in two tranches to finance most of 2x125 MW plant

• 	 For the sake of calculating the project's discounted cash flow, the 
developer should assume a minimum of 85% dispatchability regardless
of the fact that the plant will probably be base-load initially 

a The new Control Center should be mentioned and described in the 
bidding documents. SCADA systems will be used 

* There are no significant problems with telecommunications systems to 
be used. Currently, Microwave and low frequency radio lines are used. 

0 Monthly demand information, which was not available in the two 
DECON Reports provided 

* 	 The Tax and Customs Regulations and Labor Law, which were 
provided, will have an impact on the project and will be provided with 
the RFP 

Finally, K&M met with CNE and CDE officials one last time to receive and 
discuss load profile data, wage lists for both government and private power industry,
technical standards used by the D.R., and some technical specifications for existing 
power plants. However, site information from MONENCO was still not available. 

V. 	 Cost Report: 

See the cost summary at Attachment 1. Note that the level of effort to date has
been quite restricted during the September-December, 1993 period (11 % expended
during 30% of the project period). This is due to delays on the part of the GODR 
Technical Group, the World Bank, and the IDB in providing their comments directing
the orientation of this pre-qualification document. The draft of the Electricity Law is 
complete and in process of being reviewed by GODR. 

Work on the RFP commenced as planned despite the fact that no specific site 
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has been selected yet. It is anticipated that a draft RFP document will be issued for
review on May 31st, as planned. This document will serve as a base for completing
information gathering and addressing any other relevant open issues. 

Attachments: 

1. Cost Summary 
2. Preliminary Fuel Pricing Study - Issue Paper
3. Pre-qualification Document for Selection of a Sponsor to develop 250 MW 

fossil fired power station in the Dominican Republic on a Build, Own, and 
Operate (BOO) Basis. 
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INTRODUCTION
 

The purpose of this paper is to present a very initial, draft discussion on the various scenarios,alternatives, and options on fuel-related issues that may be available to the Government of theDominican Republic (GODR) in its ongoing formulation of a new Elecricity Law. Thisdiscussion paper is intended to provide an impartial summary of the options on suecific issuesthat may be available to the GODR, based upon an initial survey of conditions iathe country. 

Our discussion is confined to the GLOSSARY OF TERMS 
three types of fue! that are more Crude Petroleum used to obtain refined prod-
Likely to be used in the Dominican ucts 
Republic to generate electricity:
(i) petroleum residual fuels, Fuel Unless otherwise stated, a fuel used for(ii) gas oil, and (iii) coal. electricity generation 

Fuel OilIt also discusses briefly the influ- Is made up of the heaviest and mostviscous of petroleum products derivedence that environmental constraints from crude oil. Usually contains mostcould have on the choice of quali- of the impurities originally included inr, the price of the fueLs to be the crude. It could also go under the
used, and how these constraints 
 names of Bunker C, 4 6, residual, resid,
 
may affect the existing production 
 and mazoitand importation patterns for petro- Gas oil A fuel used mainly in diesel enginesleum products. and combustion turbines. Other similar 

fuels that can be used for the sameSince this discussion paper has purposes are: #2, kerosene, and Avturbeen prepared for USAID/Santo Price Control A unilateral process which establishes
Domingo in less than a week, by 
 prices for goods sold to the public

necessity, 
 it has had to limit its
 
commentary mostly to qualitative Product 
 Any of the fuels and chemical productsdiscussions of issues and scnari- resulting from the process of refining
os, instead of more qualitative 
 crude petroleum. Examples include:evaluatios. Further studies and gasoline, gas oil, and fuel oil
additional time would be required Regulation An impartial multilateral process whichto provide more detailed quantia- establishes the rules for the establishtve analyses of these issues. In ment of prices, conditions of servicethe limited cases where qualitative and return on investment 
data is used, numeric estimates are 
derived from what are considered 
to be reasonably reliable data sources. 

The focus of this draft discussion paper is intended to discuss two issues presently beingevaluated by the GODR in the formulation of its draft Electricity Law. These issues include(i) REFIDOMSA's (the Refinery) present monopoly and control over the pricing and import ofpetroleum crudes and products in the Dominican Republic (discussion in Section 3), and 
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(ii) whether private power companies should have the same rights as the Corporaci6a Dominicana 
de Electricidad (CDE) in the purchase of fuels (discussion in Section 4). To provide an 
appropriate framework for these discussions, the following Section 2 First briefly discusses several 
background topics that will have a direct impact upon these two issues. 

ISSUES 

The backm-ound issues discussed in this section address: (i) the selection of the plant (and its 
fuel) that would be more advantageous to the Dominican Republic economy, (ii) the decision of 
whether all fuels used for the generation of electricity should be -iven equality of fiscal 
treatment, or not, and (iii) the value of having an agent of the GODR that has a monopoly to 
coordinate and carry out the importation of petroleum products. 

Many of the issues raised in this section address the significant share of the energy market that 
is represented by the electricity plants. Presently, the Dominican Republic consumes 
approximately 65 - 80 000 barreLs/day (bbl/d) of petroleum products. Of these, about 20 000 
bbl/d are used by CDE. An efficienc new 100 ZW plant would use 2 000 - 2 500 bbl/d or its 
equivalkat in coal. The Refinery can produce 30 - 35 0020 bbild. 

2.1 CHOICES OF ECONOMIC FUELS 

It would be useful for the Dominican Republic to give close consideration to what are the 
probable pricing scenarios for the fuels used in electricity generation. The main focus of 
this issue relates to what changes can be expected in the difference in prices between 
petroleum products (especially fuel oil) and coal. 

As seen in Figure 1, derived from 1993 CDE records, the price of fuel oil has been 130 
to 150% higher than the price of coal. This relationship is valid as long as there are no 
envircamental restrictions for the emissions of sulphur compounds (which are significant
contributors to "acid rain"). However, if increased regulation of sulphur compounds
contamination were implemented, and a comparison were to be made between coal and 
low sulphur content fuel oil, this difference would be biased even more towards coal. For 
example, if CDE, instead of continuing the present use of 2.6 to 3.0% sulphur content 
fuel oil were compelled to use a product with 0.7 % sulphur, (the sulphur content of 
Colombian coal), there would be a further increase in the difference between fuel oil and 
coal prices. Since the price of fuel oil with 0.7% sulphur as compared to 3.0% sulphur
(in the US GuLf area) is approximately 40% higher, under equivalent environmental 
requirements, the price to CDE for low sulphur fuel oil could be somewhere between 75% 
and 100% higher than coal's. 

2.1.1 Likelihood of Residual Petroleum Product Prices Increasing Faster than Coal 
Prices 

qviang 4 
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Figure 1Comparison of CDE's Costs of Gas Oil, Fuel Oil and Coal 1992-1993 

: 
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Figure 2 shows the variation of the price of crude imported in the U.S.A. in the years1976 to 1991. These prices are very volatile and have fluctuated from about US$ 14 to37 per barrel. Several price "spikes" are observable. 

Figure 3 shows historical price data for crude imoor-ed in the U.S.A in the period 1970to 1991, and the corresponding projections for the years 1991 to 2010. The three futureprice scenarios show significant variation: the low scenario decreasing from USS 19 toUS$ 18 and the high scenario projecting increasing from USS 19 to US$ 38! It shouldbe noted that the historical data in this figure have been smoothed and do not show theprice "spikes" displayed in Figure 2. 

Figure 4 shows the projections (by the same source of the data in Figure 3) of the highand low forecasts of price indices of residuals and coal used for the production ofelectricity in the U.S-A. These indices are based on 1990 prices. The projections showthat it is expected that the price of coal will increase gradually during the forecast period,while the price of residuals is expected to remain nearly constantand even decrease forthe first two years of the forecast, but increasing rapidly thereafter. The projections showthat by the end of the century, the price of residuals is expected to increase more rapidlythan the price of coal It should be noted that the trends shown in this figure are for fuelsactually used in generation of electricity, whereas the data in the two previous figures arefor crude imported in the U.S.A.. 
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Figure 2 
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Figure 3

U.S. Refiner's Acquisition Cost of Imported Crude Oil, 1970-2010
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Figure 4
 
Forecasts of Comparative Changes in
 

Pricing of Fuel Oil and Coal
 
Used for Electricity Generation in U.S.A.
 

2.1.2 The Role of Coal in the Dominican Republic 

Presendy the Refinery operates efficiendy since its whole production of fuel oil canabsorbed by the CDE steam plants located 
be 

near it in the Haina area. This efficiency isachieved by optimizing the mix of products and of crudes. The remaining CDE steam
plants are supplied with imported fuel oil. 

The two CDE Itabo units are designed to use either coal or fuel oil, but coal has not beenused to its full advantage because of limitations in the plant's coal handling andpulverizing mills equipment. If this equipment were to be placed in continuous auidefficient operation, it would be economical to discontinue using fuel oil and toemploy coal instead. This increased use of coal would also reduce the emissions ofsulphur compounds. (There would be a concomitant increase of carbon dioxide (CO.)which is inhereat to the combustion of coal). If this were to happen, the market for alarge proportion of the Refinery's production of fuel oil would cease to e:xist. 

The remaining steam units in the area (those in the Haina plant) are old, and despitefrequent rehabilitations, they probably will be retired in the near future since they areapproaching the end of their economical life. 
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[f the above two scenarios were happen, theto 	 Refinery would lose most of its localmarket for ftel oil. Since the process used in the present refinery is more efficient whenthe proportion of fuel oil produced represents approximately 40 % of the output, underthis pessimistic (but possible) scenario, the Refinery would have the following choices: 

(a) 	 Construct, at the Refinery, new facilities that would convert the fiel oil intoUghter 	products for which there is an ample local market. Tais, however, wouldrequire a very large investment. Since the Refinery is small, this investmentwould not be as eFficeat as in other larger refineries (such as, for examvie Aruba 
or Curacao), and therefore, it is doubtful that the Refiner-'s products could 
compete in prace with those produced by larger faciJties. 

(b) 	 Continue producing at the present output patterns and sell the fuel oil at orces
that are equivalent to hose of coal tryor to place the product ia the exportmarkets. This would result in much lower margins or even losses for the 
Refinery. 

(c) 	 Reduce the output so that the production of fuel oil would match the reduced local 
market 

(d) 	 Close the refinery and import ail the products that are required by the Dominican
market. Whereas this would represent shutting down a source of work for manypeople, 	 the economy as a whole might gain because: (i) there would a considerable saving iaforeig exchange by substituting the importation of emensive
petroleum-derived products and/or crude oil with coal, which is cheape, and(ii) the cost of electricity would be cheaper, since it would be produced by a lower 
priced fuel. 

2.2 	 ENVIRONMENTAL MPACT 

It could be expected that a new power plant built in the Dominican Republic would haveto meet more stringent air emission constraints than existing facilities. These constraintswould be imposed by either, or both, the Environment Protection law (which is expectedto be presented to Congress very shortly) and/or multi-lateral financing agencies which are expected to provide part of the funding for new facilities. 

2.2.1 	 Emissions - Sulphur 

Whereas the extent of the environmeatl constraints is not presendy know, undoubtedlythere will be some limits on the amount of sulphur compounds emitted by new plants.These sulphur emissions are directly related to the sulphur content of the fuels that areused in the electrical plants. Thus, the power producer has three options of how tocontrol 	these emissions: 
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(a) Use fuels with low sulphur content. The cost of these 'uels i higher than their
high sulphur content counterparts (It should be noted that the petroleum derivedfuels presently used in the Dominican Repubtic are considered to contain a highproportion of sulphur, while the coal u ed at the [tabo power plant has a low 
sulphur content). 

(b) Use fuels with high sulphur content and install equipment to rduce the sulohuremissions of the plant. This option would require an increase in the investment
for the 	facilities (which would be reflected as an increase of the elec-ric tariffs)and a more complex operation, which also adds to the operati costs and reauires 
a concomitant increase in the electric tariff. 

(c) 	 Use a combination of the above two options. 

.Another issue that could arise from the proposed Environmental Protection law is whethersulphur emission limitations would be imposed on the existing plants. If such limitationsare imposed, probably the easiest and fastest solution will be to use low sulphur content 
fuels. 

2.2.2 	 Emissions - Nitrogen Oxides 

The emissions of aitrogen oxides (NO,) are mainly caused by the combustion temperature
and the type of plant being used and are hardly influenced by the fuel that is used. Thus,for example, low speed diesel motors will produce more NO, than an equivalent steamplant. 	Depending on the environmental constraints established by future legislation, theseemissions may dictate the type of plant used, but they may not necessarily influence the 
fuel that would be used. 

2.2.3 	 Emissions - Others 

The main emissions in this category are: particulates and solid waste products. 

(a) 	 Particulates are mainly unburnt carbon. The amount of particulates produced
depends on the combination of type of equipment used (for example: steam boilers or diesel engines), the fuel used, and the filtering methods used in the exhaustThe designers of the new plants will have to select the most economical 
combination of these factors. 

(b) 	 Some of types of plants and fuels produce more solid waste products than others.
Since solid waste disposal can be a costly process, the designers of the plant willhave to select the most economical solution for their particular installations. 
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2.2. 4 Availability of Low Emission Fuels in the Dominican Republic 
Presently, the petroleum products normally available in the Dominican Republic markethave a high sulphur content because they ?re mainly derived fromr Mexican crude, whichitself has a high sulphur content (smaller proportions of other low-sulphur crudesproducts ax blended orwith high-sub hur products. in tocontent). order reduce the element'sIf lower sulphur content Cuels were mandated for environmental reasons thefollowing alternatives would be available: 

(a) Low-sulphur pioducts could be imported, at a higher cost than their high-sulphur
content counterparts presently available. 

(b) The refinery could use low-sulphur crude (which is more expeasive and probablycould not be sourced from the San Jose Agreement countries of Mexico and
Venezuela. 

(c) The refinery could install desulfurization equipment to remove the sulphur fromthe fuels. This alternative would require a sizable investment and increaseoperating costs; and therefcre it would also increase the 
the 

costs of producing the
respective products. 

2.3 THE SANJOSE AGREEMCEIfN 

Under the terms of the San Josd Agreement, Mexico and Venezuela have established aquota system whereby the Dominican Republic can purchase up to 13 000 bblld of crudefrom Mexico and 13 000 bblld of crude and/or productsproceeds of these purchases, 
from Venezuela. From the
Mexico and Venezuela make available development loans
to the Dominican Republic, for up to twenty percent (20%) of the value of the crude orproducts sold. The crudes originating from Mexico and Venezuela have
of sulphur; additionally, crudes from Venezuela have 

a high content
 
a very high proportion of metals
(especially vanadium and nickel) which make them unattractive for electricity generation.
 

These development loans are granted to the Dominican Republic at an interest rate of 6%,for a period of 12 years. Restrictions are placed on the nature of the projects that can befinanced. Venezuela's restrictions are less stringent than Mexico's since Venezuelaadmits cover a wider range of goods and services (including petroleum products) thanMexico, and it requires only a Venezuelan added value content of 60%. Mexico requiresa value added component of 80%. It is reported that the approval process for these loansis sometimes cumbersome. 
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The feasibility of continuing to continue using the benefits of the San Josd Agreementwill hinge on whether the new environmental standards require that low-sulthur fuels beused. This would make high-sulphur residual uncompetitive with coal. Tnus, the GODRmay be called to decide on several associated issues, which could include: 
(a) 	 Are the interest rates and maturity periods for the loans granted by the Agreement 

comoedtive with similar loans that could be obtained ,,lsewhere? 

(b) 	 Is there going to be a sufficient market for high-sulphur products? 
(c) 	 Do the goods and services that can be franced with the loans satisfy the nationalinterest and are they attractively priced? 
(d) 	 Do the financial benefits that are gained 	by the use of these loans exceed eitherthe environmental costs associate with use of fuels or the additional.cost of usingthese fuels vs. purchasing oil in other markets? 

2.4 	 LEVIESONFUELS(FONDODQYBRENCLAL) 

The GODR has decreed that certain levies shall be imposed on given produc.s to createa fund to be used to make avments towards te amortizationTheoretically there 	 of the foreign debt.are no such levies imposed on petroleum products used by CDE forelectricity generation but, in practice, there could be other types of subsidies or levies,depending on the world market petroleum prices and the exchange rate of the RD$ withrespect 	to hard currencies. 

2.4.1 	 Price Controls 

The National Secretariat of Commerce and Industry has the legal authority andresponsibility of establishing and controlling the prices of petroleum products (but not ofcrudes) in the Dominican markers. It establishes, by Resolution, the following tiers ofprices for each product: 

(a) 	 Ex-Refinerv Pric - Is meant to reflect the price the products shouid have whenthey are delivered at the Refinery gate. It is the established controlled price for thesale of products to the distributors. 
is not transparent. 	

The method by which this price is calculatedIn practice, this price does not represent the real cost of theproducts at the Refinery gate. 

Price to the Retailer 
(b) 	 Reflects the price the distributors charge the retail outlets.It is the established controlled price which results from adding to the Ex-Refineryprice the following: (i) the distributor's margin (which should 	 contain the 
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distibutor's profit), (ii) transport ion and terminal costs, when appLicable, and(iii) a levy to each gallon sold (the levy is different for each produc, or categoryof product, and the method to calculate it is determined by ResolutionSecretariat of Commerce and [ndustry). of' theThe methods used to calculate the costof each of the components of this price are not ransparenr, and they are often
subject to aegotiations among the interested oarties. 

(c) Pice to Reail User - Reflects the price retail outlets charge the ultimate user. itis the controlled price which results from adding the dealer's mar-in to the priceto the retailer. The methods used to calculate the dealer's margin are nottransparent and are usually subject to negotiations among the interested parties. 

Er-Refinery, Dist-iburorand User Retail prices are all payable in RDS. 

2.4.2 Product Prices Prior to reaching the Refinery Gate
 

This price, denominated "Parity Price", 
 is the equivalentproducts plus sea terminal fee-s. 
of the CIiF orice of importedThe Refinery is paid the Parity Price for all the productsit handles, regardless of whether they are imported or produced by its local facilities.
 

Normally the Parity Price is the 
 average of the product's price as quoted theVenezuelan oil company and the average of the maximum and minimum US Gulf 
by 

CoastWaterborne prices quoted by Plan's Oilgram Price Report. Definite rules are outlined tocalculate the resulting price if the relationship between the Venezuelan and Gulf Coastprice exceeds certain stated limits. This method of calculating product prices is commonin the oil business, and, it has the advantage of smoothing out the variations in prices thatwould result from using the spot or futures markets as the basis for the establishment ofthe fuels' pricing. However, it would be desirable to further investigate the existingmethod of pricing to determine if it is an equitable manner of determining the Parity

Price.
 

The Central Bank of the Republic supplies the foreign exchangePrice imports. to pay for the ParityThus, except for the price component to cover terminal costs (which is nottransparent), the Parity Price is affected by fluctuations of: (i) the international oil marketprices, and (ii) of the exchange rate for the RD$. The GODR assumes the risksassociated with the coverage of these fluctuations. 

It should be noted that the Parity Price includes the refiner's margins. Since the Refinerysells its products at the Parity Price (which is an international price), it must compete withother refineries abroad. Thus, the operation of the Refinery is strictly a commercialoperation and is not subsidized by the GODR. 
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2.4.3 D iferendals 

The name "Differendal" is indistinctly
elements: 

apptied to two completely different picincathere is a "Differential" which is an amount stat'd by ResoludonSecretariat of Commerce and Industry, and changed from time to dine, and 
of the 

a "Differendal" which is the difference between the Parity and the Ex-Reiner! prices, wichchanging at all times. isThe Enrst "Differendal" has al the chaac:e-istics of a producz t..
while the second "Differential", has the characze,'isdcs of a variable c:oss-subsidy and itusuaily results in a reduction of the amounts assi--ned to the differential fund. Table Ishows the amounts of these "differentials" in July, 1993. 

Table 1Contributions (Subsidies) of Each Type of Fuel 
July, 1993 

Product ie aibe NtAon 

( )( 2) (3)
RD/Gallon I RO/Gallon ROSGallonLPG- Domestic I (6.1300) (1.3536)LPG.- Industrial (7.9836)0.0o00 (1.3536) (1.3536) 

G - eaded 10.010 (0.7370) 9.2730 

Kerosene 
 7.9300 (0.3426) 7.6074Avtur 
3.3700 (0.S126) 3.1874 

Gas oil - General use I4.3700 (0.1543) 4.2157Gas oil - COE~others special 11 0.0000 (0.4943) (0.4943)
Gasoil - Merc 

0.00O0 
 0.0000 0.0o00
 
Fuel Ofl General use 2.4600Fuel Oil - (1-695)
Others Special 0.00 1.1905 

(.695) (0.5795)
0.000 (0.6995) (0.5795) 

As seen in Table 1, the variable differential (Column 2) resulting from the differencebetween the July 1993 "Ex-Refinery" and "Parity" prices was negative in all cases. Inother words, the fixed amounts contributed by each product towards the payment of theforeig loan (Column 3) were reduced by the fact that it cost more to purchase the 
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products than what the basis for the controlled price (the F-t-Refinery price) allows for.It should be further noted that LPG, the gas oil. and fuel oil used by CDE. and the fueloil used by other special users (Metaldom, Puna Cana. etc) receive a contribution fromthe fund. This is seen in Column 3 where these fuels produce a negative contribution to 
the fund. 

As a result of the "variable" differential, it is ver difficult for the GODR to budget therevenues from the application of levies to fuels; and, therefore, for it to develoo longterms plans to amortize its foreign debt. The volatility of these revenues is reflected bythe fact that the Central Bank estimates that an increase of one RDS in the internationalprice of oil results in a loss of revenue to the GODR of RDS 100 00 000! 

2.4.4 Special Pricing to Large Customers 

Some large users receive special treatment in the pricing of the fuels they consume. Inmost cases, part of this fuel is used to generate electricity. Some of these specialtreatments were granted many years ago, so that it is diff :ult to ascertan their details.We recommended that a study of the methods used to grant these sue-ial treatments and
of their impact in the country's fuel scenario be carried 
out. As a general principie, theRefinery does not sell directly to the special customers, and the transaction should alsobe carried through a distributor, although there appear to be exceptions to this rule. 

We were informed that some form of special treatment is granted to the following: CDE,Falconbridge Dominicana, the Warsila Plants, Metaldom, Punta Cana, CementosNacionales, and Central La Romana. However the details of the special arrangements aresomewhat sketchy and even contradictory. Some of the details of these arrangements
deserve further discussion: 

(a) CDE -Petroleum Products - Indications are that it pays the parity price for thefuels it uses for the production of electriciry and the normal market prices forfuels used in its transportation equipment. However there are three sets of datathat throw doubts as to the accuracy of this appreciation: (i) if the purchase of thefuel is through distributors, and the parity price is used, does the distributor geta margin to carry out the transaction?, (ii) In Table 1, Column 2, it is seen thatCDE has negative variable differentials, which means that the Ex-Refinery priceestablished for it is less than the parity price, which seems to contradict thestatement in (i), and (iii) in FIg'.re 1, CDE shows unit prices for Gas oil andresidual that fluctuate from monti zo month and appear to follow the generaltrends of the oil market - this could be an indication that the parity price is used. 
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(b) 
-

Wartsjla and Wartsilita Plants These plants use # 5 ue[ oil, which differs fromthe fuel oil used in the stam plants (which approaches , 6). #-5 fuel oil is notin the list of products supplied through the Refinery. The Plants import this fieldirectly and have made arrangements that its price be established in accordancewith the New York market (instead of the methods used to establish the Pairyprice). We could not determine if these fuels are invoiced by Distributors. 

(c) Falconbridge Dominicana - Uses a special type of kerosene to supply its ownrefiner',, which produces residuals that are used by the mining company togenerate its own requirements of electicity. repor-edIt is that te electt 
generated by Falconbridge for CDE uses fuel oil supplied by CDE. We could notobtain informadon as to what controls are used to separate the consumption offuel for self generation and for sale to CDE. 

(d) Central La Romana - Apparendy, it imports its fuel requirements directly, but nodetails wer available. The special fuel supply agreement expires next year. 
(e) Other users - With the exceptiorn of Metaldom, their electricity generation capacityis relatively small. Metaldom uses only about 1/4 of its installed caoacity, It isnot lmown whether these firms use the majority of the fuels they purchase forelectricity generation or industrial purposes. 

Box A
 
Assume that the Government has a foreign debt of 10 000 and wants to pay it off in 10
years. 
 Thus, not including interest, the yearly payments for this amount would be 1 000.
Based 
on the existing price of petroleum, the exchange rate and a forecast of the consumption of each product, the Government calculates the "Fixed Differential"
needed to produce a revenue of 1 000 to 

that are 
cover the yearly debt amortization amounts.However, in the second year there is a sudden increase of the oil prices and a loweringof the exchange rate, so that a negative "variable differential" of 300 is needed to maintainthe prices to the consumers. This amount of 300 is deducted from the revenues from the"fixed differential" and thus only 700 are available yearly to reduce the foreign loan.this rate it will take nearly 14 years' At(instead of 10) to paypayments for 14 years instead of 10 years 

the 10 000 (the interest
will also be considerably higher). 

Note 1
Years = first year (1) + (10 000 - 1 000)1700 

2.4-5 Effcct of the Differendals on Fuel Consumer Prices 

The fixed differential has a direct bearing on the price charged to the consumers. Whereas
the variable differentiadl is 
not directly felt by the consumers, it influences the time the 
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fiEted diffe-eatial must be applied. Box A is an oversimodfied hyothetcal examtle of 

the impact of these two charges. e oea 

2.4.6 Options Available for Conmibutions to the Differential Fund 
The main characte.-istics of the existing Dominican orice seting sructure are: 

The user prices do norruc"uare continuously, but the revenue rothe GODR does flucuate with the changes of world oil marke:prices andforeign exchange rate variations 

If the GODR desires to obtain steadier revenues, it could eliminatedifferential (as shown in Column 2 of Table 1), 
the variable 

shown in Column I of Table 
while maintaining a fixed differential (asI). Thus, the main characteristics of the alteratve picing

structure could be: 

The user prices would fluctuate continuously with the changes ofworld oil market prices andforeign exchange rate variarions,butthe revenue to the GODR would remain steady 

2.4.7 The Present Pricing Structure and its Market Signals to the Consumer 

Paragraph 2.4.1 describes operation of the price control mechanisms. In order to simplifyfthe explanation of this operation we neglected the distributor and retailers margins andlimited our discussion to the largest components of the consumer price: the sum of theex-Refinery price and the "Fixed Differential". We then compare this sum the July 1993"Parity" price. Table 2 shows these comparisons for some of the most significant fuels. 
Column 5 in Table 2 shows the ratio of the sum of major components of the selling price,compared to the international cost (parity price) of each of the fuels. The higher theratio in Column 5, the more revenue the GODR willConversely, gain from levies on the fuel.the lower the ratio, the more the product's selling price will be subsidizedby the other products. Thus, Table 2 illustrates that gasoline pays the highest share andLPG is heavily subsidized. 

It is the prerogative of all governments to tax or subsidize any kind of product or service.Taxation/subsidization of fuels is universally accepted as agovernment revenue or to give signals to the 
means of obtaining 

for certain fuels. 
consumer to change its utilization patternsThese signals havemay political, economic or environmental 

justifications. 

An incomplete discussion of the comparison of the controlled prices for gas oil andgasoline may show the need of further studying the consequences of not having the pricereflect the cost of the goods. It will be noted that the parity price of gas oil is 95% of 
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Table 2Comparison at Fuels' Price Components 
July 1993
 

All prices RD$/bbl
 

Price Price Differ/Fuel (1) (2)-(3) (4)/(1)(2) (3) (4) (5) 
Gasoline-Leaded' 7.7270 6.9900 10.0100 17.000 2.34Kerosene 77.6826 7.3400 7.9300 15-270 1.99 
Gas oil 7._-Q4;3 7.1800 4.7011.550 1.571Gas oil-COE I 7.2043 I 6.7100 0.0000 6.710 0.93Fuel Oil-COE 4.8095 4.110 0.0000 4.110 
LPG-Dornestic I 6.3364 

0.85 
8.1900 -6.1300 2.060 0.33 

the parity price of gasoline and yet the maior components of its selling price68% of gasoline's. areThis could be interpreted by he unsophisticated 
only 

would be better to use gas consumer chat itoil instead of gasoline.
politically atrractive 

Whereas this decision would beto some sectors of the economy (especially agriculturetansportation) because it decreases their costs, it may be very unar-acnive to the economyas 
and 

a whole, because it would require the importatontractors. of more expensive vehicles orIt might also be uneconomical to the agricultu-al or ransportaton user who doesnot operate his equipment for a large portion of the time (because he does not use manygallons of fuel and the saving in fuel costs could be by the financial costs associated withmore expensive equipment). 

Thus, the GODR may wish to reappraisethe amount of taxation and cross-subsidiesapplicableto each type offuel to determine their imoac: on government revenues and thecorrespondingcosts to the Dominican economy and environment. 

2.4.8 The Usefulness of a Levy Being Placed on the Prices of Fuels Used by CDE forthe Production of Electricity 

The GODR may be called to decide whether fuels used by CDE (or any other producer)to generate electricity should be taxed or not. This tax would have a direct effect on the 
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electriciy tariffs. Ifthis 	ta were to become areality, thought could be gven to the bestmethod to coUect it The methods that could be used to collect this tat include: 

(a) 	 A direct levy to the fuels delivered to CDE. This methodology would be similarto that used now to collect the levies from fuels that include such charges. Thislevy would be reflected in the cost of electricity to the final consume,-s through
the elect'ic tariffs. 

(b) 	 A tax charged to the electicity sold by each udlity (either as a fLced 	charze perkWh or as a percentage of the electric bill). This tax could be designed to renderthe same revenue as the previous method. The main disadvantage of this methodis that. inorder to be effective, CDE should be able to coiled: aearly 100% of theinvoices it issues - which is not the case now. 

TEE 	REFLNERY MONOPOLY ON TUE MORTATION OF PETROLELUiM 
PRODUCTS 

Except for the few excepdons of large users, the Refinery imports all the petroleum crudes andproducts used in the Dominican Republic. This exclusive resnonsibility" has advantages anddisadvantages to the economy as a whole and the eventual independent power producers thatmight 	participate in the production of electricity from thermal plants. 

.I 	 ADVAINTAGES AND DISADVANTAGES TO THE DOMNICAll REPUBLIC 
ECONOMY 

3.1.1 	 Advantages 

(a) 	 Coordination of the needs of the market. Tnis function is extremely important ifthe utilization of the Refinery is to be optimized. However, as the local maketrequirements increase, the output of the Refinery will be insufficient to meet thefull market for most products (with the possible exception of fuel oil, which couldbe replaced by coal), and therefore, the extra needs would have to be imoorted.This would change the optimization patterns and justifications, and it may increasethe need of the Refinery to adjust its production to varying patterns of consumo
don. 

(b) 	 As a whole, the Refinery should be able to obtain better pricing terms for theproducts it purchases in the international markets, because its purchases are about30 times the needs of even the largest individual consumer (excepting CDE)'. 

"Ther are sme Peto.eum companiea hAt 
tese coPa ln ,a o .uch 

are he.vi.ly Unvolvd in elc.cit,. gen ration. sincelar,.r 
 t.hanhe Re ineryz , cd hy are 	a.so ccusomed o deal 	 in t..heLzcar atloral pozaleum merkets. they could obtain b-t~er economiesa of ac-.4 than the 
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(c) Because of the volume of petroleum products the Refinery handles, it can uselarger ships. thereby reducing its transportation costs 
(d) The methods used M establish parity prices for the products that are 0ow availablein the Dominican market appear to be fair and to provide the lowest overall prces

for these fuels. 

(e) 	 Again, because of the larger volumes handled and the wide area of distribution,the Refiner-y can locate its terminals and storage tank facilities where it is the mcstefficient, thereby reducing its net investment and ooerating costs. 
(f) With the eXisting price differential structure, the Refinery can maintain a rigorouscontrol of the quantifies of the various products that are imDortLed. Thus, there isalso a becer control of the calculations to compute the "Fied" and "Variable"differentials previously described. 

3.1.2 Disadvantages 

(a) If new types of fuels are to be imported by the Refinery, it would be necessaryto establish new methods and indexing for their parity prices. This couldintroduce costly delays and produce unfair pricing practices. 

(b) The Refiner/ is not necessarily equipped to deal with the acquisition of coal. Yetcoal may become a major player in the generation of elecniciy. 
3.2 ADV.NTAGES AND DISADVUNTAGES TO THE PRVATE POWER 

PRODUCER 

3.2.1 Advantages 

(a) Since the Refinery is given preferential treatment in obtaining foreign currencywhen there are shortages of it, the products it sells through distributors arepayable in RD$. Since private power producers will be paid in local currency,this would be an efficient way of reducing the amounts of their revenues that needto be converted into hard currency. 

There ar ,3dp4.xola.m co envily .th.e& coapans4J x. much larg..er 	 v i.. olvd in electricity generaton. S.'cethan te Rufin.-, &MLntaaiona.. ;.oleum ma.rkm., they could obtain bqetar 
they a.e alma &ccwzeamed to d al Ln .e
econoia. of scale than the R-lizner 
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3.2.2 	 Disadvantages 

(a) 	 The Refinery may not be interested in importing relatively small quantities of 
fuels not found in the local market. These special ftels may be essential to the 
operation of new private plants, and their use would be dictated by the tYe of 
equipment used or environmental requirements. 

(b) 	 It is claimed that the Refiner1, does not obtain any profit from the fuels it imports 
to cover the market requirements over and above the its own production. Thus, 
it may not be interested in obtaining the best deal for the fuels used by private
electricity producers. Whereas these fuels might constitute a small part of the 
total country's needs, they represent a major component of the private power
producer's costs, who would be interested in having a more direct say in teir 
acquisition. 

(c) 	 The large users would not have an immediate and direct control of the quality of 
the fuels, if these are produced or imported by the Refinery,. Since the control of 
fuel quality is a very important function of power plant's operation, some potential 
private producers may not be interested in participating in the Dominican 
Republic. unless they had direct control of the quality of the fuel when it is 
purchased. 

(d) 	 Since the Refinery would be interested in using large transportation facilities for 
all the fuels it imports, it may not be able to meet the delvery needs of some 
consumers. Private power producers may not be interested in participating if they 
do not have a direct control on the punctual delivery of fuel. 

(e) 	 Some private producers may be interested in risking purchasing their fuel in the 
spot and futures markets, in order to maximize their profits. These transactions 
would not have a bearing in the price of electricity since normally the fuel 
component of the price of electricity is indexed to an international marker (similar 
to the way the "Parity" price is established), and not to the actual cost of the fuel. 
If the Refinery has the monopoly on the purchase of fuels, these producers may 
not be interested in participating in the Dominican Republic. 
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3.3 EFFECT OF THE REFruERY'S CONTROL avfONOpOLY) ON PETROLETM 
CR 'DES .IN1D PRODUCTS 

3.3. 1 	 The Refinery concerns 

It is claimed that the Refinery has a monopoly for the import of Petroleum products.Whereas this is true for the great majority oi products, it cannot be'said that it is validfor the 	fuels .hat would be used for bte productrn Of leci.,,ir'- r umac-s thatolace the latter fuels in a separate category are: 

(a) 	 Taere are several large users of fuel 	oil and gas oil. other than CDE that eitherimoor: 	their own fuels or are -,venspecial coasideradoas in their oricing 

(b) 	 In the future, coal may cakc a predominant place in the oroduction of electricity,thus detracting from the monopolistic role of the refinery. 

(c) Mainly 	for environmental reasons, some of the future power producers may need 
to use Secial fuels which now are not available in the local market or that willhave to come from sources outside the San Jos6 Agreemernt.best inter.st of the Refinery 	 It may not be in theto deal with these relatively small quantities ofproducts and it could be preferable to let the final users import them. 

(d) 	 Unless the electric plants in the Haina area change drastically their pattern of fuelusage, the Refinery/ would have to import the future needs of petroleum productsby electric power producers. The Refinery would not profit or lose from these
trasactions. 

On the 	other hand, as outlined in Paragraphs 3.1 and 3.2, the Refinery provides so manyadvantages (especially payment in RDS and possibilities for better prices) towards thepurchase of products from its distributors that it 	 would be difficult, for many powerproducers, to justify the purchase of products elsewhere. 

3.3.2 The GODR concerns 

The continuance of the 	 Refinery,'s virtual monopoly would 	 accrue the followingadvantages and disadvantages to the GODR: 

(a) 	 In prior discussions it has been shown that the GODR's revenues for theDifferential Fund art diminished because of the methods used to price the fuelsemployed by CDE. Thus, unless the methods used to obtain these revenues aremodified, it would be advantageous for the GODR if the fuels used by CDE 
were purchased directly by the user. 
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(b) The GODR is concerned that it would lose control of the collection of levies and 
differentials that should be paid by fuels imported for power generation. These 
revenues (which are zero because the fuels are a zero arecharged differential) 
now controlled through information supplied by the Refinery. It should be pointed 
out that there is a high probability that practical considerations will dictate that 
nearly all petroleum products imported directly by power producers will be 
delivered through the Refinerv terminal. Thus, these fuels wiil be metered in the 
same manner that all received fuels are metered now. if the delivery of the fuels 
were through terminals owned by the power produce,-, there would be no 
difficulty in Mstalling and using suitable metering equioment and to establish 
elementary controls to insure that all deliveries are metered. It must remembered 
that these deliveries would be relatively large and few Ln number. 

(c) Since coal could become the prevalent fuel for electricity generation, the GODR 
could establish policies regarding levies or subsidies to be applied to coal. These 
policies could also establish the methods to be used to measure and account for 
any levies or subsidies arising from these policies. There are very effective means 
of controliiag and auditing the quantities of coal that either delivered at theare 
dock-side or at the plants' storage areas. It should be pointed out that coal now 
is not a contributor to the Differential Fund. 

There may be advantages at maintaining formally the monopoly of the Refiner- for the 
importation of petroleum crudes and products to be used by the domestic, commercial, 
transportation and small industry sectors. However, there is no need to establish such a 
monopoly for the fuels used by producers of electricity because: (i) there are precedents
of existing large users of petroleum fuels being exempted from this restriction, (ii) many 
power producers would find that it would be advantageous for them to acquire their fuel 
requirements from the Refinery, (iii) the importation of relatively small quantities of 
special fuels required by individual power producers may be unattractive to the Refinery,
(iv) coal may become the most important fuel for electricty generation and even supplant 
the existing consumption of fuel oil used for this purpose, and (v) easily implemented 
assurances could be implemen'd to assure to the GODR the collection of any levies that 
could be charged to fuels imported directly. 

EQUALITY OF CONDITIONS FOR THE PURCHASE OF FUEL BY CDE AND 
PRIVATE POWER PRODUCERS 

The question has arisen as to whether a preferential treatment in pricing should be granted to the 
fuels used by CDE, as compared to the fuel used by other producers. 

It is not clear if CDE presendy has a preferential treatment for the fuels it purchases, as 
compared to other significant producers such as Falconbridge Dominicana, Wartsila or Metaldom. 
However, there are indications are that such preference may exisL Nonetheless, it has been 
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5 OTHER STUDIES 

This paper outlines several options and principles that need to be decided in order to assure theorderly implementation of adequate policies that would safeguard the non-discriminatory pricingof fuels used for electricity generation. However. such orderly implementation should be basedon facts and fig-ures that would assure that the desired results would be obtained. Obtaining suchfacts and figures, and establishing the methods to maintain and analyze the data, may be thesubject of further studies. 
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ATTACHJMyNT 3
 

(Pre-qualification Document)
 



THE GOVERNMENT OF THE DOYMNICAIN REPUBLIC 

PREQUALIFICATION DOCJMNENT 

FOR 

SELECTION OF A SPONSOR

TO DEVELOP 250 MfW FOSSIL FIRED POWER STATION
 

IN THE DOMINICAIN REPUBLIC

ON A BUILD, OWN ANT) OPERATE (BOO) BASIS
 

Prepared by: 

K&M Engineering and Consulting Corporation 
2001 L Street NW 

Suite 500 
Washington, DC 20036 

November, 1993 
0 GODR 1993 

All Rights Reserved 



SECTION I 

INVITATION FOR PREOUALIFICATION TO SUBMIT A PROPOSAL 
FOR 

A 250 MW FOSSIL FIRED POWER PLAINT
 
IN THE DOMINICAN REPUBLIC
 

The Government of The Dominican Republic (GODR), represented by the Corporaci6n Dominicana deElectricidad (CDE) invites interested Applicants to submit Prequalification Statements for the right todevelop a 250 M'W Fossil Fired Power Station consisting of two units of 125 'YW each, or any equivalentcombination of Fossil Fired Units which will provide a 250 MW power station at ambient site conditionsand all support facilities (the Project) at a location to be decided, in the North Shore of the DominicanRepublic, between the city of Puerto Plata and the Bay of Luner6n. CDE reserves the right to limit theconstruction of the initial stage of the project to one 125 MWunit, and to follow said construction witha subsequent 125 MW unit. The Project Sponsor selected from the prequalified Applicants will berequired to arrange the necessary financing; negotiate the power purchase, construction, fuel supply, andother contracts required for implementation of the Project and construct and operate the Project. 
Only prequalified Applicants will be invited by GODR, represented by CDE., to participate in theforthcoming Request for Proposals (RFP). 

The closing date for receipt by CDE of completed Prequalification Statements will be Hours, time 
on 

Completed Prequalification Statements and any requests for additional information and/orquestions concerning the Prequalification Document may be submitted in writing to: 

Corporaci6n Dominicana de Electricidad (CDE) 

Attention: Mr. 
Telephone: 
Telex: 
Fax No.: 
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SECTION II 

PRE0UALIFICATION DOCUMAENT 
FOR

SELECTION OF A SPONSOR TO DEVELOP A
250 11W FOSSIL FRED POWER STATION 

IN THE DOMINICAN REPUBLIC 

A. BACKGROUND 

The Government of the Dominican Republic (GODR) has recently adopted a strategy forthe development of the power sector, which envisages a large role for the private sectorin the operation of th!e sector. As part of that strategy, the Government has decided thatall new generation capacity will be installed, owned and operated by the private sectorand procured through competitive solicitations. GODR has established the administrativemechanisms and policy framework to facilitate the solicitation of orivate investors todevelop generating facilities. 

2 attractIn support of its efforts to private investment in power generation. GODR hasrequested funding from the World Bank and Inter-American Development Bank to beonlent to the private entity selected to develop the 250 NV power plantshore of the Dominican Republic between the city Plata 
on the north 

of PuertoLuper6n. Funding and the Bay ofmay also be available, through the Government. from other multiand bilateral sources. It is expected that this funding would cover a portion of thefinancing requirements of the Project, and would be available with an extended maturityand grace period. The balance of the financing would be mobilized by the selecteddeveloper from both equity and debt sources. 

B. PROJECT DEVELOPMENT PROCESS 

The process for the development of the Project, including selection of the Project
Sponsor, shall include the following elements: 
1.1 GODR intends to develop the Project on a build-own-operate (BOO) basis.refers to an arrangement whereby 

BOO 
a Project Company to be established by aSponsor(s) undertakes to finance, design, construct, own, operate, and maintainan electric power producing facility. The power generated will be sold to CDEor to its successors, pursuant to a mutually agreed Power Purchase Agreement(PPA), salient features of which are summarized in Appendix "A" of thisdocument. The expected validity of the PPA is twenty (20) years. 

1.2 On the basis of the prequalification process as set forth herein, CDE will qualifyApplicants. Those Applicants who submit a completed Prequalification Statementas contained in Appendix "C" of this document will be selected and evaluated inaccordance with the criteria outlined in Section II H. CDE intends to select all 
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applicants that will meet the scoring threshold specified in Section H.prequalified Applicants The
will then be requested to submit proposalsexclusive right for theto develop the Project. The Project Sponsor will be selectedbased upon the proposals received in response to the RFP. 

1.3 The Project Sponsor will negotiate and sign the Implementation Agreement (IA),salient features of which are summarized in Appendix "A", the Power PurchaseAgreement (PPA) and other agreements. Furthermore, the Project Sponsor willincorporate any Project Company, in The Dominican Republic if so required by
Dominican laws. 

1.4 The Sponsor will only have to ensure that goods and services are procured fromWorld Bank and IDB member countries, and the construction contract would be
approved by both Banks. 

1.5 The Sponsor will be responsible for the arrangement of the financing for theProject. The Project should be funded on a 75/25 debt/equity ratio. TheSponsor will invest at least 35% of the equity on its own account,responsible for raising the remaining 65% 
and will be 

(or less) of the equity. Alternativefinancing plans which minimize the amount of GODR-guaranteed debt will beencouraged and considered during the evaluation of the proposals receivedresponse to a Request for Proposals to be issued to all prequalified bidders. 
in 

C. SCOPE OF WORK 

The Project Sponsor will be responsible for selecting the technology dictating the designand fuel usage of the plant and to carrv out the plant's design, construction andcommissioning, at its own risk. The Project Sponsor will also have to demonstrate thatthe technology used will has been applied, in commercial operations, for no less than 
four (4) years. 

2 The project Sponsor will be required to arrange the necessary financing, negotiate theProject agreements, tender for the construction of the power station, provide plantoperations, fuel supply and overall project management as required to develop, constructand operate the Project. The Project Sponsor, with the support of GODR shall alsoobtain necessary permits for importation of materials and equipment, construction of theProject and for the Project's operations. In addition, the Project Sponsor shall performthe following additional tasks: 

2. 1 Soils testing and studies of cooling and process water needs 
2.2 Studies to show compliance to environmental impact studies performed by others. 
2.3 Meet the pre-agreed commitments for the Project at the end of the contractual 

period. 
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D. 	 PHYSICAL FACILITIES OF THE PROJECT 

The Project consists of a complete 250 MW (or any equivalent combination) Fossil FiredPower Station and all support facilities which would include, among 	other things, the
following: 

1.1 Complete Fossil Fired Generation Units with a total power generation capacityof 250 MW at ambient site conditions. to operate as a base-loaded plant with an
Equivalent Availability factor of 85% 1; 

1.2 An electric substation to connect the plant to the 138 kV transmission lines to be 
brought adjacent to the plant site. 

1.3 	 All required site support facilities including, but not be limited to, theadministration buildings, warehouses, workshops, fuel delivery and storagefacilities, and cooling and process water systems; and 

1.4 	 All necessary site infrastructure such as roads, parking areas, lighting, security
fencing, workers living quarters, etc. 

Site: CDE shall suggest alternate locations for the site for the Project, depending on 
results of on-going siting studies. 

3 	 Fuel Suplv: The plant will be operated with fuel or fuels procured and purchased by
the Project Sponsor. 

E. 	 PROPOSED PROJECT TIMETABLE 

The proposed project timetable is as follows: 

Activity 
Comoletion Date 

" Submittal of Prequalification Statements by
interested Applicants February 18, 1994 

9 Selection of qualified Applicants April 15, 

* Issue RFP Document to qualified Applicants 	 April 22, 1994 

* 	 Pre-Bid conference May 9, 1994 
* Submittal of proposals by qualified Applicants 	 August 12, 1994 

* Selection of the successful Project Sponsor October 7, 1994 

As defined in ANSVIIEEE Standard 762-1987, Appendix C, Equation c7 
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F. 	 INSTRUCTIONS TO APPLICANTS 

Genetal Rules 

(a) 	 All information requested shall be provided in the English language. 
(b) 	 Answers must be provided to all Annexes in the Preaualification Statement.necessary, additional sheets may be attached.	 

1f 

(c) 	 Each sheet should be signed by a person or persons duly authorized to sign onbehalf of the Applicant and any associated individuals or companies.authorization 	 Suchshall be indicated by one or 	more written 	powers-of-attorneyaccompanying the Prequalification Statements. 
(d) 	 CDE will not enter into any correspondence with Applicants except to seekclarification, when necessary. 

(e) 	 All documents submitted by the Applicants will be treated as confidential and will 
not be returned. 

2 	 PrequalificationDocuments: 

(a) 	 Applicants are required to use 	 the prescribed
Statement" "Applicant's Prequalificationas contained in Appendix "B" to signify their intention to prequalifyto submit a RFP. This Prequalification Statement consists of the following forms
and annexes: 

Form I Affidavit 
Form II Applicar's OrganizationForm III Information to be furnished by corporationsForm IV Information to be furnished by unincorporated associations
Form V Financial Capability
Form VI Litigation HistoryForm VII Detailed Information to be furnished by Applicant: 

Annex A Articles of Incorporation, etc.
Annex B Privilege Tax ReceiptsAnnex C Curriculum Vitae of Key Technical personnelAnnex D Certificates of Registration
Annex E Technical Capabilities
Annex F Experience
Annex G Power Station PerformanceAnnex H Proposed Organization and Implementation Plan 

(b) 	 For determining the experience and tec-hnical capability of an unincorporatedassociation, the experience and technical capability of each member shall becombined on the respective forms and evaluated. 
F:\ 1046\006\PDFSOASI.BOO 
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(c) For determining the finanicialcombined capability of an unincorporatedassociation, each member shall complete and submit "Annex I - Audited 
Financial Statements" for evaluation. 

3 Procedures and Timing 

(a) Submission of Applicant's Prequalification Statement 

An original and five (5) copies of the Applicant's Qualification Statement(Appendix "B") shall be submitted on or before 17:00 hours, local time, on 
February 18, 1994. 

(b) Applications shall be submitted to: 

Corporaci6n Dominicana de Electricidad (CDE) 

Attention: 

Tel No.:
 
Fax No:
 
Telex:
 

(c) Prequalification Statements which are received after the deadline will not beconsidered and the Applicant will be so notified. The Prequalification Statement may be mailed, couriered, faxed or telexed to CDE. In case the document isfaxed or telexed, the original and five (5)copies shall be received no later thanthree (3)business days after the submission date of the faxed or telexed copy. 

4 Disposition of Atlications: 

CDE will inform each Applicant of the disposition of its proposal for prequalification.CDE reserves the right to accept or reject any Applicant's Prequalification Statement andto reject all applications, without thereby incurring any liability to the affected Applicantsor any obligation to inform the Applicants of the grounds for the action of CDE. CDEreserves the right to ornot award enter into any contract or agreements with anyApplicants, and may terminate the prequalification process at any time without thereby
incurring any liability to any Applicant. 

G. PREQUALIFICATION CRITERIA 

The Applicants must demonstrate its experience in the development, financing, design,construction and operation of an Fossil Fire Power Plant of size similar to the proposed Project.If the Applicant has insufficient experience in a specific area, it may associate itself with otherindividuals or companies, whose experience may be demonstrated in the application. Thefollowing criteria shall be considered in the evaluation of Prequalificacion Statements: 
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Ability to Raise Eauitv and Administer Proiect Financing: 

The Applicant must indicate its previous experience in raising equity, either internally orfrom other sources for projects. The Applicant must provide audited financial statements
for the past 3 years. If Applicant associates with other individuals or companies, thenthe names, background information and financial statements for these individuals or
companies must be provided. 

2 Technical Capabilitv and Qualification: 

The Applicant shall provide evidence of having within its organization the technicalcapabilitv to design, engineer and manage the construction of an international project ofsimilar size. A Project organization chart and a list of key personnel (lead personnel inthe areas of engineering, construction, finance, legal and project management) which theApplicant proposes to employ during the development of the Project shall be suLmitted.In lieu of the above, the Applicant may associate with or engage a reputable engineeringfirm with an acceptable background in international engineering, design, construction andmanagement to provide the required technical capability. The Applicants are expectedto provide a detailed implementation Dian which supports the Proposed Project Timetable 
shown in Section [I-E. 

Proiect Deveooment Exierience: 

The Applicant shall provide evidence of its experience in the development of: (i) fossilfired power projects, and (ii) privately owned projects (not limited to power generation)
in developing countries. 

H. EVALUATION PROCEDURE 

I Prequalification will be based on each Applicant's Prequalification Statement meeting althe following minimum pass/fail criteria regarding the Applicant's ability to raise equity
and administer project financing, technical capability and qualifications and projectdevelopment experience, as demonstrated by the Applicant's responses in the formsattached to the "Applicant's Qualification Statement. " The GODR reserves the right towaive minor deviations, if they do not materially affect the capability of an Applicant toperform the project. Experience and resources of Subcontractors shall not be taken intoaccount in determining the Applicant's compliance with the prequalification criteria: 

1.1 Ability to Raise Euitv and Administer Proiect Financing 

(a) Financial statements and other supporting data and information from at
least three (3) projects which confirms that Applicant arranged USS 30
million in equity for each project listed. Yes 
No 

(b) Financial statements and other supporting data and information from atleast three (3) projects which confirms that Applicant arranged USS 100
million in debt financing for each project listed. Yes No 
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(c) The audited balance sheets for the last three years should be submitted
and must demonstrate the soundness of the Applicant's financial position,
showing long-term profitability where necessary, the GODR will make 
inquires with the Applicant's bankers. 

The Applicant will supply information (rdsum~s) on prime candidates which meetthe above experience requirements. Yes No 

Table 1.1(d) 

Position Total In Similar As Manager of 

Experience Work JSimilar Work 

Chief Financial Officer 
Manager Project Finance 

10 years 
10 years 

5 years 
5 years 

5 years 
5years 

Loan Administrator 6years 3 years 3 years 

(d) 	 Current capability to manage and administer financing of the Project
based upon qualified personnel to fill the following positions: 

The Applicant will supply inforriation (resumes) on prime candidates which meet 
the above experience requirements. 

1.2 	 TechnicalQualifications: 

(a) Current capability to design, engineer and manage the construction of the
project based upon qualified personnel to fill the following positions: 

Yes No 
(b) 	 Applicant shall furnish a written description of its existing facilities for

the design, engineering and management of the project to include
building floor plans and equipment lists to show that it owns/leases the 
proper 	facilities and equipment to perform the work. 

Yes No 

(c) 	 Applicant shall furnish a detailed written narrative which will outline its
proposed organization both onshore and offshore to perform the project
and its proposed approach to implementing the project. The proposed 
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Table 1.2(a) 

Position Total Experience In Similar As Manager of 
S Work Similar Work 

Vice President Operations tO years 5years 5years 
Manager of Engineering 10 years 5years 5 years 
Chief Mechanical Engineer 0 years 5 years 5years 
Chief Electrical Engineer 10 years 5 years 5 years
Chief Financial Officer 10 years [ 5years 5years 
Manager Project Finance i0 years 5 years 5 years 

Loan Administrator 6 years 3 years 3years 

organization plan and implementation plan must address the following 

three project phases: 

(i) Preconstruction/Financing Phase 

(ii) Construction/Start-up/Commissioning Phase 

(iii) 	 Operation and Maintenance Phase 

Yes No 
(d) Litigation History. The Applicant shall provide accurate information on any litigation or arbitration from contracts completed or under execution

by him over the past five years. A consistent history of awards againstthe Applicant or any partner of a joint venture may result in failure of 
the Applicant. 

1.3 Project Develooment ExDerience 

(a) Applicant shall indicate successful project development experience on atleast two (2) fossil fired power generating projects of 75 LvMW or larger
and having reliable operating units for at least one (1) year as aminimum.
 

Yes 
 No 
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(b) 	 Applicant shall indicate successful project development experience on atleast one (1) project in a developing country. 

Yes No 
2 GODR 	intends to select all Prequalified Applicants meeting the above pass/fail criteria. 
3 Applicants can be disqualified from the prequalification process and dropped from firther 

consideration, for the following reasons 	among others: 
(a) 	 Receipt of Prequalification Statement after the required deadline. 
(b) 	 Failure to submit required support documentation within the required time frame. 
(c) 	 Failure to submit a Prequalification Statement with all forms completed and 

information and data provided, as required by CDE. 
(d) 	 Material inconsistencies in the information submitted. 
(e) 	 Willful misrepresentations in the 	 completed Prequalification Statement andsupporting documentation. 
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APPENDLX A 

SUMLrvIARY OF THE PROPOSED RMPLEMENTATION AND 
POWER PURCHASE AGREEMENT 

F:I0 O\ FS .BOO A-i 



Attachment A 

IMPLEMENTATION AGREEMENT 

Summary of Terms and Conditions 

The Project Sponsor will enter into an Implementation Agreement (the "IA") with GODR on or beforefinancial closing. Pursuant to 

build, own, 

the IA, GODR will grant to the Sponsor the exclusive right to design,
and operate a 250 MW (or any equivalent combination) Fossil Fired Power Station (the"Complex"). In addition, GODR will offer certain assistance to the Sponsor in order to- facilitateconstruction and operation of the Complex. theA summary of the principal assistance offered by GODR
follows: 

* GODR, through the Bank of Dominican Republic, will permit the maintenance of foreigncurrency bank accounts in Dominican Republic, will make foreign currency available, and willpermit the free transfer abroad of funds necessary for the project. 
* The lenders will have the right to nominate a new Sponsor prior to foreclosure in certain defined

circumstances. 

* GODR will expedite, and ensure the approval of, the Sponsor's applications for certain specified
regulatory approvals. 

GODR will grant work permits, passes, visa, etc. to persons involved in the project, subject toGODR's right to deny individual applications. 

In addition, the IA contains certain other provisions, including: 
* The transfer of shares in the project company by the initial shareholders will be restricted for anumber of years. 

* Either party may terminate the IA under certain specified conditions. GODR may terminate theIA for, among other things, failure of the Sponsor to achieve certain milestone dates,abandonment of construction or operation of the Complex, assignment of the IA without consent,or the appointment of an operations and maintenance contractor without consent. 
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Attachment B 

POWER PURCHASE AGREEIENT 

Summarv of Terms and Conditions 

The Project Sponsor will enter into a Power Purchase Agreement (the "PPA") with CDE or itsSUCCESSORS on or before financial closing. Pursuant to the PPA, the Sponsor will build, own andoperate a 250 MW (or any equivalent combination) Fossil Fired Power Station (the "Complex") and willsell all of the capacity and energy from the Complex to CDE or its SUCCESSORS. The terms andconditions governing the conditions of the sale are as follows: 
0 The term of the PPA will be 20 years from the date of the commissioning of the Complex and 

may be extended for an additional period. 

* The Complex will be fueled with (name fuel or fuels) to be purchased by the Complex . 

* The Complex will be fully dispatchable by CDE or its SUCCESSORS, subject to the approved
scheduled outages and maintenance outages. 

0 The capacity of the Complex will be tested at regular intervals, and CDE or its SUCCESSORSwill pay the Sponsor a fixed amount per kW of rested capacity which is subject to periodic
indexation. The capacity payment will cover all fixed costs, including the cost of construction,
debt service, fixed operation and maintenance costs, and a return on equity. 

* Energy generated by the Complex will be metered by CDE or its SUCCESSORS at regularintervals, and CDE or its SUCCESSORS will pay the Sponsor a fixed amount per kWh for suchmeasured energy which is subject to periodic indexation. The energy payment will covervariable costs, including the cost of fuel and variable operation and maintenance costs. 
only 

6 CDE or its SUCCESSORS will establish a revolving letter of credit to ensure the timely payment
of amounts due to the Sponsor. 

* Liquidated damages will be assessed against the Sponsor delays in completion, initial shortfallsin capacity, subsequent shortfalls in capacity, and failure to deliver energy in accordance with 
CDE or its SUCCESSORS's despatch requests. 

* The Sponsor be required to provide a security deposit during the construction period and a
security deposit during the operations period. 

* Either party may terminate the PPA under certain specified conditions. CDE or itsSUCCESSORS may terminate the PPA for, among other things, failure of the Sponsor to achievecertain milestone dates, abandonment of construction or operation, assignment of the PPA withoutconsent, or the appointment of an operations and maintenance contractor without consent.
* Upon termination of the PPA or upon one year's notice, CDE or its SUCCESSORS will have 

an option to purchase the Complex. 
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APPENDIX B
 

APPLICANT'S QUALIFICATION STATEMENT 

SUBMITTED 
BY 

ADDRESS 

TELEPHONE 
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Form I 

Page I of 2 

AFFIDAVIT 

The undersigned, 
, of legal age, and residing 

(Name of Applicant) 
at _after having been duly sworn 

(Address) 

deposes and states: 

1. That he is the 
of the 

(Official Capacity) 

(a corporation/association/individual,(Name of Firm) 

duly organized under the law of 

2. That personally, and (Name of County)as 
for and 

(Official Capacity) 

in behalf of the corporation/association/individual, he hereby certifies; 

a. That all statements made in this Project Applicant's Qualification Statement and 
in the required attachments are true and correct; 

b. That this Statement is made for the express purpose of prequalifying him as aresponsible Sponsor by the Government of Dominican Republic for a 250 MWFossil Fired Power Station in The Dominican Republic; 

c. The Applicant will make available to the Government of The DominicanRepublic or its authorized agency any information they may find necessaryverify any item in this statement to 
or regarding his competence and general

reputation; 

d. That the undersigned isduly authorized by the corporationassociation/individual
to make these representations and to sign this Statement. 

Secretary / General Partner /

Individual Contractor / 
Applicant 

WITNESSES: 
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Form I 
Page 2 of 2 

SUBSCRIBED AND SWORN TO before me this day of 19_ 

at
 

Notary Public 
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Form II 
Page 1 of I 

APPLICANTS ORGANIZATION 

Date of Submission: 

1. Firm's Name and Country Incorporated 2. Year Organized: 

3. Type of Organization: 

4. Local Address: 5. Home Address: 

Cable Address: 
Telefax No.: 
Telex No.: 

6. Objectives or purposes of each associated firm (Attached organizational documents): 

7. Name and Address of load and associated firms: 

8. Corporate Record: 

Names, Nationality and Construction Experience and Associated Firms 

CORPORATION/ 
ASSOCIATION ADDRESS OF YEARS OF 

MAGNITUDE 
& TYPE 

OF 
NAIME* NATIONALITY OFFICE EXPERIENCE*' WORK"

* If applicable, this item should include experience record of each member in the organization to 
implement the project.
 

**If applicable, this may refer to the main activity or business of each member of the organization, i.e.
construction, design, project management, utility operations, and finance.
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Note: Submit one form for each associated firm. 
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_ ____ ___ ____ ___ ___ ____ ___ ____ ___ 

Form III
Page I of I 

INFORMATION TO BE FURNISHED BY CORPORATIONS** 

List below all stockholders and/or other financially interested in your organization owning 5% or more
of stock or other interest. 

NAME TYPES OF INTEREST OR VALUE EXTENT OFNO. OF SHARES OWNED CONTROL (%)

2. 

4. 

6. 
7. 
8. 
9. 
10. 

Equity holdings 

OFFICIALS OF TBE CORPORATION 
IMEINBERS OF TIM BOARD OF DIRECTORS 

NAMvE DESIGNATION 

2. 
3. 
4. 
5. 

6. 
I. _ ____ ____ ___ ____ Who is actively managing the affairs of 

___ 

the Corporation?____ ____ ___ 

NAIME: 

ADDRESS: 

DESIGNATION: 

Herewith attached is a certified copy of Resolution authorizing Corporation's representative to file
Statement and sign subsequent agreements. 

"*For each corporation 
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Form IV
Page 1 of 1 

INFORMATION TO BE FURNISHED
 
BY UNINCORPORATED ASSOCIATIONS*
 

Date of Registration:
 
Securities and Exchange Commission

Registration No.:
 
State whether the Unincorporated Association is:
 

General Partnership

Limited Partnership
 
Other 

NAME AND ADDRESSES OF

MEMBERS OF UNINCORPORATED 


VALUE OFASSOCIATIONS AGE OCCUPATION CmNTRIBUTION 

1. 

2._ 

A 

TOTAL 

Who is actively managing the affairs of the Unincorporated Association? 

NAME: 

ADDRESS: 

DESIGNATION: 

Herewith attached is a certified copy of Appointment of business manager and his Authority. 
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'For each associated firm or partner(s). 
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Form V 
Page 1of 2 

FINANCIAL CAPABILITY 

Name of Applicant or partner of joint venture 

Applicants, including eachparrnerof ajoint venture, shouldprovidefinancialinformationto demonstratethat they meet the requirements stated i the Instructionsto Applicants. Each applicantor parnerof ajoint venture must fill in this form. Ifnecessary, use 	separate sheets to provide complete bankerinformation. A copy of the auditedbalance sheets should be attached. 

Banker Name of banker 

7Address of banker 

Telephone Contact name and title 

Fax Telex 

Summarize actualassets and liabilitiesin U.S. dollarequivalent (atthe rates of exchange currentat theend of each year)for the previous three years. Based upon known commitments, summarizeprojectedassets and liabilitiesin U.S. dollarequivalentfor the next two years. 

Financial Actual: 	 Projected: 

information in previous three years next two vearsUSSF equivalent
 
. 2. 3. 4. 5.
 

1. Total assets 

2. Current 
assets 

3. Total
 
liabilities
 

4. 	Current
 
liabilities
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5. Profits before 
taxes 

Form V 
Page 2 of 2 

Specify proposed sources offinancing to meet the cash flow demands of the Projec:, net of currentcommitments (Instructionsto Applicants, Para. 3.5). 
Source of financing 

Amount (USS 

equivalent) 
1. 

2. 

3. 

4. 

Attach auditedfinancialstatementsfor the lastfive years (forthe individual avolicantor each partnerof a joint venture). 

Firms owned by individuals, andparrnerships,may submit their balance sheets certified by a registeredaccountant, and sup orted by copies of tax returns, if audits are not requiredby the laws of their
countries of origin. 
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Form VI 
Page 1 of I 

LITIGATION HISTORY 

Name of Applicant or Partner of a joint venture 

Applicants, including each of the partnersof ajoint venture, shouldprovide information on any historyof litigation or arbitrationresultingfrom contracts executed in the last five years or currently undere-ecution (Instructionsto Applicants, oara. 3. 7). A separatesheet should be usedfor each partnerof 
a joint venture. 

Year Awar.d FOR 
or AGAINST 

Name of client, cause of litigation, and matter in 
dispute 

i Disputed 
amount 

Applicant (current
value, USS 
equivalent) 

F ' _ _ __0_6_PDFSOAS._ B -_1 
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Form VII 
Page 1of 2 

DETAILED INFORMATION TO BE FURNISHED BY APPLICANT 

1. 	 ORGANIZATION DOCUMENTATION, CLEARANCES AND EXPERIENCES 

We/I hereby submit for your examination and consideration certified truelphotostatic copies of 
the following: 

ANNEX A Articles of Incorporation and bv-,aws, or other organization documents, in 
English. 

ANNEX B Receipt for payment of privilege or franchise on tax or equivalent for the current 
year. 

ANNEX C -	 Curriculum vitae of key technical personnel who will be responsible for the 
Project. 

ANNEX D - Certificate of registration with the United States Securities and Exchange
Commission or equivalent (if applicable). 

2. 	 TECHNICAL CAPABILITY AND MANAGEMENT ABILITY
(INFORMATION TO BE SUBMITTED WHEREVER APPLICABLE) 

ANNEX E 	 For technical capability, literature/brochures describing project Applicant'sfacilities and accomplishments and information on technical personnel resources. 
ANNEX F -	 For experience, the Applicant shall list, (i) Projects completed within the last five(5) years and (ii) current on-going projects broken down into the following

categories: 

(1) 	 Power Generation Projects
(2) 	 Development of Fossil Fired Power Projects
(3) Privately Owned Projects in Developing Countries 

For each project listed in each of the above categories in (i) & (ii), the Applicant
shall furnish the following detailed information: 

(a) 	 Nature and location of the project
(b) 	 Financing and equity developed for the project
(c) 	 Technical data/information on major equipment installed(d) 	 Description of role performed by the Applicant on the project
(e) 	 Cost data 

FA\I046\006\PDFSOAS'BOO 
 B-I 3 



(t) Construction time for the project
(g) Names and addresses of owners
(h) Names of Supervisory entities or consultant, if any 

F:IO06S\PDFSOAS.BOO B- 14 



Form VII 
Page 2 of 2 

ANNEX G For each power station, Certificates of Final Acceptance and/or Certificates of
Good Operating Performance duly issued by owners or clients for the projects
described in ANNEX F (1) above. 

ANNEX H - Proposed organization and implementation plan for this Project.
 

ADDITIONAL INFORMATION
 

Describe the equipment/projects, if any, 
 you have already furnished to GODR or any of its 
agencies. State where the equipment/project was installed and the date of the Contract. 

'For each firm or partner(s) 

F:\1D4 006APDFSOAS.BOO B- I5 



APPENDIX C 

NOTICE OF RECEIPT OF PREQUALIFICATION DOCUMENT 

The undersig .nedreceived the above-captioned Prequalification DocumentationWe have reviewed the package and onwe do do not intend to submit a Prequalification
Statement. 

Further, we understand that our Prequalification Statement will be due on 
At the present time, we anticipate our Prequalification Statement to be based upon the following: 

Project Applicant: 

Lead Firm
 
by
 
Title
 
Date
 

Firms or partner(s)
 
by
 
Title
 

By: 

Name in Print and Signature 

Designation 

Name of Firm 

F:\1046\1XO\PD F50S.800 
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7.1 

DRAFT
 

7. LOAD PROFILE 

Existing Generation andTransmission System at the Dominican Renublic 

The total installed capacit, in the Dominican Republic was approximately 1,507.M[W at the end of 1993. Most of this capacity (about 1,410 NW) is under CDE'scontrol, whereas about 100 MW is privately owned. Only 66% of this installedcapacity was available in 1993. See Table I for details concerning the existing
capacity in the Dominican Republic. 

All of this existing capacity will be under the control of a new Supervision.Control and Data Acquisition (SCADA) system. to be operational by August1995. Th..: central system will be located in Herrera, about 10 km from the centerof Santo Domingo. The data communication between the National EnergyControl Center (ECC) and the remote stations will be performed via radio linksand to some extent Power Line Carrier (PLC) system. 

Figure I shows the Dominican Republic electricity generation and transmissionsystem as planned by the end of 1994. The major transmission lines are the
following: 

Santo Domingo Area: 
69 kV 
138 kV 
138 kV 

Single Line 
Double Line 
Single Line 

Ceasar Nicolas Penson - Timbeque
Haina - Matadero 
Matadero - Embajador - Los Prados -

138 kV Single Line 
Palamara 
Hainamosa - Los Minas 

69-138 kV Conversion of Matadero - UASD 

0 South Area 
138 kV 
138 kV 

Single Line 
Single Line 

Aguacate - Jiguey - Pizarrete 
Cruce San Juan - Barahona 

0 North Area 
138 kV Single Line Canabacoa - Puerto Plata (second 

138 kV Single Line 
line)
Luperon - Esperanza 
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TABLE 

FXSTING CAPACITY IN 1993 
FOR ALL REGIONS OF THE DOMENICAN REPUBLIC 

EscnPoer Plants -nt Ins alied RTnn '~~O 
S Capaciy Capacity in Life Retirement 

(MW) 1993 (MfW' (Years) 

ITABO 1 125.W0 125F 201 2014; 
21 125.00 
 115 241 :0s;SubtotalITAB0 250.00 1 240.00 -HA NA 1 54.001 47.01 .1998 

54.001 30.01 .1998 
3 84.90 35.01 la :008;

41 34.901 44.01 1..; 2008;
51 84.901 0.0' !9' 2013:Subtotal HAINA 362.70 i 236.00SANTO DOMINGO 51 12.65; _1i _ 01 

112.651 01 0 1996;
Subtotal SD 25.301 1.001 -PUERTO PL-A 27.63 24i 01 1996i 
36.75 01 O! iSubtotal P.PLATA I 64.38 24.00; - -SAN PEDRO I 1 1 33.00 331 261 2020!

TOTAL STEAM& 735.3Sj 544.00 1LOS MINA 1 35.001 231 71 2001;
2; 35.001 241 7' 2001 

65.001 01 18 2012:
65.00i 40; 18; 2012'iSutotal LOSMINA 20.c0 i 7.001ITIMBEQ UE 1 21.10! 17: 1 1.996, 

21 21.!01 17' 1 1996;
1SubtotaTIMBEQUE 42.201 34,001'jSAN PEDRO MACORIS 1 ;8.301 25 10 OM0'BAR.-HONA 1' 28.301 0 20T 5020_000
1TOTAL GAS ' 298.801 146.001 --
TAVER.k 1 50.001 24; >,0

2 50.001 241 >20;FSubtotal TAVERA 100.001 48.001  0.001
1VALADESIA 1 27.001 1 >20 

2! 27.001 12.51 >20;Subtotal VA.-kDESIA 54.001 25.001  0.001SABANA YEGUA I 12.501 i >20,
RINCON 1 10.101 6 > 201LAS DAMAS 1 7.501 2 >201

1SABANETA 1 6.001 .ti >201
IJIMENOA 1 3.001 6. >20fIHATILLO 1. 3.001 6, >201ILOPEZ-.NGOSTURA I 18.001 3; > 20!'IGUEY 11 49.001 361 > 20; 

21 49.0GU 361 >201ISubiotalJGUEY 98.001 72.001 - 0.001
AGUACTE 1j 26.001 181 >201 

2 26.001 181 > 201 11Subtocal AGUACATE i 52.001 36.001 - 1 0.00;CONSTANZA I 0.251 ' >20 i
 
SANJOSE DEOCOA 
 0.191 > 20 1;LOS RANCHITOS 0.85 iI > 20 7

tTOTAL HYDROELE=CR 375.391 219.001 - 7 0.00 
1TOTAL CDE 1 1409.571 909.001 - I 0.00 
SANTIAGO 12.001 101 151 20201FALCOMBRIDGE "98.00 301 91 202011WARTSILA S.D. 40.001 31.5i 151 202011'WARTSILA P. PLATA 16.201 16.21 17 2020
TOTALPRIVATE 266.201 37.701 -

iTOTAL AVAIL-kBLE 1.675.771 996.701 - I 

Note: 
(') FalcombridgePlant has 198 XAW installed capacity. However. only 3OMW on 3veraze 

are availablefor CDE's use throughout the whole year. 



--

-- 

r 
~ 

i 
-~ 

~
 

~
-

'~
 ~

 

~
' 

~
'-~

' 

-
'-4~w

 
* 

-. 
-

2-' 
~

 
I~

4
~

 
~

 
4
' 

4
~

'4
4
4
'~

4
-~

 
~

 
-t'. 

-
4-. 

~
-4

~
i~

 
~

 
'4

 
4
4
'''4

.4
~

 
~

 
~

 
'4

~
4

*
4

'' 
44

'~
4

~
4

.,4
-4

4
~

 

/ 
~

 
~

-
4~

4~
' y

fC
J
'4

4
:"-

4
 
'4

4
 

4 
-

4 f 
74~

4

4
' 

-
~

 
tII~

 
~

 
4

.4
 C

J~-4
-~

 
. 

c
-~

4
-~

-4
 

44
-

-
-

-


4
-.' 

2
 

~
 
-~

 
4 

4
A

~
~

-~
t{

O
 
~

 
-



~
' 

-
~ 4-4 4-,iI..~

 
I.. -

*,..,;,,4
~

I 
s
4
. 

4A
4--44-A

4
1

/ 
Y

Itii/,!?
I~

':4~
:t, 

-4~
7~

.,-.~
 

-
'' 

'4
~

4
~

4
 

4
 

~
-

'4
''*

 
4
-; 

~
 

~
' 

44 
4

~
 

4
.4

 

-~
 

-
-

'4
4

-4
-,.

4%
~

44444f~
 

4 2
Y

~
''",, 

~
" 

"?
<

i--. 
'~

 
~

 

Ill//i 
-~

 -
-~

 
I 

JIfl 
-

~
-~

----~
 

Q
4 

t4-~
*' 

-
~

;'-1<
 

I 
~

 
~

-~
-' 

-~
 

- K;i-W !
,i~ 

~ 
~ 

;'-
~

-
-

-~
-

-
-

-
-

-
--

-~
 Q'>k" 7i1Y 

4~ Y' 
-' 

~
 

4
4
 

.4
 

4--~4~4 
4
4
' 

-
)~)1ti' 

:.7
.
 

-' 
~

 
-

.>
-~

o
 

'.'---.'4
~

'4
-'itI1

~
I~

I4
~

IlII.4
4
.'-4

--4
4
F

i
 

~
 

~
 

~-~-~2 
\l~2>'y 

-1'~
 

-" 


44 
4 

.A
4~

 
~

 
1~~~ 

.4 
..

,.--N
----' 

i-a
-" 

4
-

4
4 

~
4
-"

-'~
-4

-
4
 


-~

.: 4> 
4 

4 4
4

4
-~

'2
Q

4
'4

4
4
' 

I~i 

~
4

4
~

.4
 

-F 
----

_
_

_
_

 

I 
_
_
_
_
_
 

I 
-

-
--4

4
4

4
-4

-I 

;$~9-E-
'4

 
4 

-' 
4
4
4
4
4
4
4
4
 

-4
4

 
-

.4
----

IIIJ III 
-

-
4
 

4
4
4
4
4~

 
"fl 

-, 
I-

-*

,J/4///J/J 

4
. 

4
4
-;-4

4
4
4
.4

4
 

44'-
-

"III, 
4 

4
-4

4
 

5
 

SI" 
4

' 4111//I 
'~

~
'' 

-

S
4
. 

4
 

-
~ 

4-4
~

'4
t... 

'~
 

X
'tW

I~'w
~4 -' 

4
( 

444-~
-4

-
-

-
-

4
-

''-4
--. 

4
 

-~
 

-" 4-'cC
"4 -'.-~-4 II-'

4 44
/A

It4
-

-' 
~

' 
~

-., 
~,sj*i*~. 

-
4

4
4

4
-4 4

~
4
-'4

.'-4
-4

4
4
 4444~ 

\.1 ~
 ~

 
'4

 
4
 

-
.5

~
 

4
----

.' 
4

4
'4

4
, 

4
A

~
4
--,-4

-4
 I/f 

~
 

44"'-


-4
-'~

 
~ 

~
 

4
 

-~
'II'/If 

-
-' 

4
4
4
4
4
'4

 
if 

. 
'4

 
~

>
 

.4
 

--
-

~.'I.W
-4-~

~
4
' 

4
~

*
'~

 

4
4
4
 

" 

--

4
4
 

4
4
4
 

4
 

-
-. 

a 
--

4
1
4II*4~It4~445*** A 

-
4 

--
4

 
-

4~
.'4-

4
~

-4~-~ 
~

-"
~

' 
-

---
***b

4tj~
. 

4
4
 

-
4
 

4
.~

4
4

-r 'a 
-

~ 
*4

5 5 
4 


-~

 -
~

4
'4

4
-~

4
4
4
-' 

~
-

~
 

A
 


4 
-'~

"
'A

~
4
-~

,' 


,{
' 

4444''44 -
4
4
..4

4
 

'-4
'' 

'44~
4-4$4F

4 2
~

 
:4

 
-,;*~.,.-' 

4
4
 

4
 

$ *1
,hI:JI!.'~~ 

1 

4 
4 

.4
5
4
4
4
4
4

.~
4
~

'; 
~

44444-~
 

~
.444444 

4
~

.. 
~ 

1
~ 

4
8
'-

4
4
 

~
 

D
~

,jjI:jI.i:.7
.. 

'4
 

<
-.' 

4
-

j 
?
~

4
4 4 

~
4
4
4
~

2
-4

4 4 
4

~ 

'Li' 
~

:"'~
 

-44.
~

~
x: 

-~
 

~
-4

*4
 

-
4
~

 \,,~. 
'4' 

-
\\~

$
~

~
5
'~

*4
5
---4

4
4
4
~

j4
4
4

;JJ-~t~sIj;K:4:+ ~
 

I

'~
.44.4~

441:ij2.' 
-

t~.i.A~I 
.,.. 

ii 
4
4
4
 

4
4
4
-~

4
-~

 
4
g

.-
4
.4

 

~
X

 
--
4
 

-
/-F

 
44~

4'4 
~

 
~

 
~

 
4

4
4

~
4

~
4

4
~

4
 

'~
4

4
 

~
*4-4 

~
 

I 
-4--'~ ~

 
~

4
-

-
4
~

4
4
-4

--4
4
4
4
4
4
. 

I~
-'-4

--
4
4
-

4444 4
4
'4

-
4
~

4
4
4
4
 

4
4

.4
- ~

 
4~

4 
4
4
.4

. J 
-

4>
4~-

L 
~

0
 *%J..~ 

4
4
>

4
>

 -
4
4
 

V~ 44' 4442 '-#1$~ $!
4
 

4 
4

4 ~ 

-4
. 

;'.-~
.4

4
4
4
--'~

-'4 4
--4

4
-~

--
4
4
 

4
4
4
4
.4

4
-

-4
4
. 

-
4
.. 

--
~

 
-

'~
' '4 ~

 
'4

4
-4

-4
4
-4

<
4
 

.a
., 

~
 

~
K

~
~

$
1

~
' 

~
 

4
4
4
 

4
4
4
'-4

' 
4
4
~

4
 

-'1
4
4
~

~
4
4
~

4
444 

4


44
4
4
 

-
'-<

4-' 
~4 

4
-<

4
I~

~
4
4
~

 
t4'Q

 
~

 
-

-~4-F4 24
4
4
,4

4
 

~
 

~
 

4 >
'n

 
~

-
-

-
'4

44-
-i 

4 
4
4
 

4' 
4 

''4
-

'4
~

4
4
 

4
-

-
-

4444444444 
2
4
4
~

2
~

 
~

-
~

 
.4

~
>

4
-f'4

'
--

4f~
-4-~

--~
t

~

'4
4
4
-4

4
 

.4
9
 44--4 

-
<

 
~

4
-

-
'-4

4
-4

4
4
4
1
2
4
4
>

4
4
-

~444 ~ 
~

 

4
4
. 

A
 

~
 

'
444 

-f,, 

http:44-;-4444.44


7.2 Description and Andvsis of Load Characteristics 

The Dominican Republic has been experiencing a deficit in electricity supplyduring the last decade. This deficit, combined with the fact that severalconsumers (residential, commercial as well as industrial) use their own generatingsystems, made it difficult to obtain accurate figures of the real demand. 

Based on a recent study accomplished by Decon (Deutsche Energie-ConsultIngenieurgeselleschaft mbH), this deficit represents about 20% of the totalgenerated electricity for the Dominican Republic in 1993. See Figure 2 for the theTotal Generated Energy and Demand for 1982-1993. 

Figures 3 and 4 represent the supplied electricity profiles for the DominicanRepublic in 1993 during the days characterized by the highest peak load for eachmonth. Demand is believed to be higher during hours 7:00A.M through 11:00 
PM. 

The estimated electricity demand for a tvpical weekday can be shown in Figure 5.The National District Region (which includes the Santo Domino Aea) usesabout 57% of the whole Dominican Republic need in electricity (S- Table 3). 

As of the end of 1993, the energy demand could generally be broken down into 
the following consumer groups: 

Residential 39.67% 
Commercial 11.53% 
Industrial 32.09% 
Government 16.71% 

7.3 LoadProections 

A recent Least Cost Expansion Plan for the Dominican Republic ElectricitySystem accomplished by Decon shows electricity demand and needed capacityprojection as per Figure 6. The additions in capacity are for general information 
purposes only. 
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TABLE 3 
ESTIMATED ELECTRICITY DEMAND
 

FOR A TYPICAL WEEKDAY
 
PER REGION FOR YEAR 1993
 

Hour National North East South Total 
District 

1 

4 

371.00 
350.00 
340.00 
333.00 

202.47 
196.82 
197.40 
200.42 

56.00 
55.00 
53.00 
53.00 

66.98 
64.08 
62.47 
62.47 

696.45 
665.90 
652.87 
648.39 

5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 

330.00 
339.00 
376.00 
460.00 
72.00 

611.00 
621.00 
621.00 
592.00 
583.00 
604.00 
607.00 
593.00 
559.00 
548.00 
546.00 
524.00 
500.00 
465.00 
396.00 

196.56 
203.36 
219.74 
239.92 
239.91 
245.36 
257.17 
262.39 
255.22 
247.14 
244.94 
243.46 
238.00 
242.76 
253.40 
262.93 
234.98 
278.46 
275.49 
237.17 

54.00 
58.00 
68.00 
72.00 
73.00 
75.00 
75.00 
72.00 
72.00 
73.00 
73.00 
72.00 
70.00 
69.00 
73.00 
76.00 
74.00 
69.00 
63.00 
83.00 

62.22 
62.73 
66.84 
74.29 
74.30 
72.88 
68.37 
61.28 
58.67 
62.50 
67.67 
68.49 
68.73 
74.15 
78.01 
92.67 
88.67 
85.51 
78.61 
68.37 

642.78 
663.09 
730.58 
346.21 
959.11 

1.004.24 
1.021.54 
1.016.67 

977.9 
965.64 
989.61 
990.95 
969.73 
944.91 
952.41 
977.60 
971.6; 
932.97 
382.10 
804.54 

Note:
 
The above estimateddemandhas been based on the Decon DemandStudy

for the DominicanRepublic, Februay1994.
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C('DE (;i"NIR'TI()N IEXPANSION PLAN
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