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Abstract 

Today energy becomes the most ubiquitous service and the ji-equent agenda of discussion of 

both developed and developing countries of the world. Their main concern is that of making 

use of energy resources that ensure a sustainable economic development, energy security, 

and environmental protection. Hence, in order to deal with the multifaceted problems of 

energy different countries throughout the world devised mechanisms that ensure its 

sustainability. Among the mechanisms being applied is the shift made away ji-om fossil file l 

towards renewable energy resources and energy efficiency measures. 

Ethiopia is endowed with vast renewable energy resources potential suitable for making a 

shifi ji-om the traditional biomass base energy consumption to modern energy use through 

electricity. The abundant hydropower, geothermal, solar, and wind energy resources must be 

developed to realize the shift and ensure the economic and social development of the countl)'. 

However, participation of the private sector in developing renewable energy resources fo r 

the generatioll of electricity is insignificant. In addition, the application of energy efficiency 

measures as part of energy resource sustainability remains minimal. 

All these limitations call for one to raise issues like: What are the main problems for the 

absence of private sector participation in the development of renewable energy resources for 

generating electricity and make use of energy efficiency measures? What are the experiences 

of other countries in dealing with similar problems? Is there any such "one-size fit all" 

model developed and applied that suit Ethiopia's specific conditiolls? !fnat, what alternative 

instruments can be opted as a solution? 

This thesis examines renewable energy resources and energy efficiency measures mainly 

ji-om legal, illstitutional, and regulatOlY ji-ameworks perspective emphasizing the Ethiopian 
... - - ---. 

context. In the study, existing policy, legal, institutional, and regulatOlY frameworks of the 

countly are examined and internatiOl!al experiences are also explored to fill gaps of the 

unavailability of pertinent source materials. As part of the study possible solutions are 

suggested to be used by policy makers and legislature to disentangle the problem. Plus, the 

thesis lIIay be used as a source document for fi·trther study and research since the subject is 

found untouched especially in the field of law. 

x 
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Chapter I 

Thesis Proposal 

1.1 Introduction 

Energy is a vital ingredient for growth and susta inable development. The ava ilability of 
energy resources is of paramount importance to society. In other words, lack of access to 
energy hampers economic and social development in many regions and is an obstacle to 
the achievement of soc ial , environmental & economic progress worldwide. FUI1hermore, 
access to reliable, safe, and affordable energy resources provide the basis for heat, light, 
mobility, communications and agricu ltural and industrial capacity in modern society. I 

As the title clearly indicates, the study focuses on the legal, institutional, and regu latory 
features of energy resources, of course, emphasizing the Ethiopian context. Accordingly, 
the legal aspect refers to all the laws, i.e. proclamations, regulations, directives, etc. that 
relate to the energy resources . The institutional aspect explains about the organs whether 
independent or dependent (i.e. as part and parcel of government or non-government 
organs) in regulating or undertaking the deve lopment of energy resources. And the 
regulatory aspect deals on the di fferent instruments through which the government or its 
agency undertook control "over activities that are va lued by a community,,2 

On the other hand, energy resources comprises of, e.g. coal, crude oil and natural gas, oi l 
shale, natural bitumen and extra-heavy oil, natural gas, nuclear, hydropower, peat, bio­
energy, so lar energy, geothermal energy, wi nd energy, tidal energy, ocean thermal energy 
converSIon, etc.) These energy resources could be either renewable or nonrenewable. 
Renewable energy resources are those energy resources that "can be replenished 

I Snead, Bruce; Energy Efficiency alld Conservation ill tlie Public, Residelltial, Commercial Gild Industrial Sectors; Kansas State University, June 15 , 2006, P 6, Internet: 
hllp:/lwww.energyeffi cicncyalldconservatio ll .org ; last visi ted September 17, 2008 
2 Ogus, Anthony; Regulation: Legal Form alld Economic TheOJ)'; Oxford: Clarendon Press, 1994, p I 
3 ; 2007 Survey 0/ Ellergy Resol/rees, Zupanc, N., Clarke, A. W., and others (eds.); World Energy Council, 2007, Regency House 1-4 Wanwick Street, London WI B 5LT Un ited Kingdom, p 42 , Internet: l!lli1:I/www.worldcncrgycolillcil.org; last vis ited May 8,2008, hereinafter Zupanc; Note that all of these enumerated energy resources (that is, both renewable and nonrenewable) are classified as primary energy resources while electri city is classified as a secondary form of energy resource. 



naturally,,4, as solar, wind, hydropower, geothermal , bio-energy, ocean energy, etc , while 

nonrenewable energy resources are those energy resources "once used cannot be 

replenished naturall y"S, such as coal , crude oi l and natural gas liquids, oil shale, natural 

bihlmen and extra-heavy oi l, natural gas, uranium, etc. Their utility may be for 

residential: heat, light, cooking, washing, cooling, etc ; commercial: light, heat, cooling, 

etc. for business establi shments apart from residential ; industrial: heavy and small-scale 

industry; and finally for transport: road, rail, air, marine purposes. 

The other dimension of energy resources may be viewed from the point of view of their 

utilization. That is to say all the energy resources, whether renewable or nonrenewable, 

should be utili zed in an efficient manner and with their conservation. Thus, in addition to 

the two main categories of energy sources, i.e. renewable and nonrenewable energy 

sources, currently, based on their contribution and ultimate effects resulting both in 

saving of energies utili zed and maintaining safe environment, "energy efficiency,,6 is 

taken as a third category of energy resources.7 

This study explores two independent but interrelated core components that are found 

within thc widcr energy resources umbrella. These are renewable energy resources, and 

energy efficiency measures whereby the Shldy of these two elements relate to policy, 

legal , institutional , and regulatory frameworks, of course, emphasizing the Ethiopian 

context. Thus, the two broad issues to be examined in the study are: What are the main 

renewable energy resources and their policy, legal , regulatory, and institutional tools 

most appropriate for making a shift from "traditional mode" of energy utilization to 

4 Agnes, Michael (Editor in Chief), Webster 's New World College Diclio flGlY: New A1il/elllliuIIl (Fourth 
Edition), 2002 he re ina fter Webster 's Nell' World College DictiollQlY 
, Id 

6 Energy efficiency and energy conservation by definition are 11 0 t purely identical. For example, energy 
efficiency is "the ability to provide the same (or higher) level of cllcrgy services, slIch as thermal comfort , 
high-quality lighting, etc. at lower energy consumption and cost", while energy conservation is "mainly 
associated with any behavioral change to lise less energy, like turning light off when the room is not in use, 
waiting until washing machine is full to run". Nevertheless, based on the definition given to each of the 
terms, there are situations where the two could be used interchangeably. Accordingly, there are many 
countries that lIses one of the terms but apply it for the other, too. For instance, Thailand, China, India, use 
the term energy conservation while Canada, US, UK, EU, Nigeria, lise energy efficiency in their respective 
legal frameworks. For simplicity purpose I hereinafter use the term energy efficiency which, as may be 
appropriate, includes energy conservation, too. 
7 Snead, supra note I , P 2 
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modern energy usage, especia ll y by means of electricity? What type of policy, lega l, 
institutiona l, and regulatory instruments are most suitable for implementing energy 
efficiency measures under the Ethiopian context? Further, in dea ling these two broad 
issues in detail , additional issues will also be raised and di scussed in each of the three 
main chapters (i. e. chapters III , IV, and V) of the study. 

The thes is is organi zed in six chapters. Accord ingly, Chapter I explain the Thesis 
Proposal and its main elements. In addition, this chapter deals the main elements of 
energy resources and their meanings, the statements of the problem, the objective, scope, 
significance, methodology and approach of the study. Chapter II discusses the general 
notions of energy resources in which some of the sa lient features of each of the different 
elements of energy resources are examined. The purpose of such brief discussion is to 
rai se the awareness of those professionals (including lawyers, legislatures, and those 
involved in the policy making) who have no or suffi cient prior lalowledge of the subject. 

Chapter rn examines the in ternational experience on the lega l and institutional 
framework for regulating energy resources. Here the concept and utility of economic 
regulation is di scussed from the puint of view of power sector restructuring/reform 
applied and found working particu larly in the electri city industry of some countri es (US, 
India, and UK). The other imp0I1ant point discussed under this chapter is the experience 
of different countri es in employing mechanism destined to enhance the use of renewable 
energy resources in lieu of fossil fuels pat1icularly for generating electricity (e.g. FIT and 
RPS schemes) and as a means of promoting sustainable 3Es. 

Chapter IV examines the legal and institutiona l frameworks for regulating renewable 
energy resources in the Eth iopian context. This chapter attempts to analyze all the 
re levant theoretical di scuss ions rai sed in the previous chapters of the study and their 
practical s ignificance in the Ethiopian scenario. Thus, due to the fact that hydropower is 
the most abundant renewable energy resource of the country it is given high emphasis in 
the di scuss ion, of course from po li cy, lega l, institutional , and regulatory viewpoint. In 
addition , other renewable energy resources such as geothermal, solar, and wi nd are 
exam ined from the point of view of appropriate policy, lega l, institutional, and regulatolY 
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instruments to make use of all for the generation of electricity. The government' s role 

both in the generation and operation of electricity services of the country is the other 

important area di scussed under this chapter. 

Chapter V explores policy, lega l, institutional, and regulatory frameworks of energy 

efficiency measures both from the demand-side (i.e. appliances & equipments, industry, 

and transport), and supply-side (i.e. institutions engaged in the operations and supply of 

electricity and petroleum products, EEPCO, EPE, NPRDA) perspectives. Finally some 

important points are raised under Chapter VI as conc lusions and recommendations. 

1.2 Statements of the Problem 

As already noted the two most important elements of energy resources examined under 

thi s study are renewable energy resources and energy efficiency. The contributions of 

these two elements of energy resources are immense in tackling the continuous depletion 

and the highly vo latile prices of foss il fuel s especially oi l and natura l gas . By the same 

token , these two energy resources can be taken as reliable sources of electrical energy 

thereby increases access to electricity and reduce shading (complete blackollt)8 and 

brownouts (dimming or partial elimination of Iightsl which is the frequent problems of 

many developing countries. 

History tells us that the world had faced oi l CrIses in the 1970s which resulted 

catastrophic economic slowdown. Similar problem may happen in futllre, of course on 

different grounds, and may cause severe economic damage and ultimately may end up 

with a sudden di sruption of these vulnerable energy resources. In add ition, to be 

dependent on a single source of electrica l energy, e.g. hydropower in the Ethiopian 

situation is now showing us that when there appears a sudden disruption on the resource, 

e.g. drought, the country's vu lnerabi lity to energy crises wi ll remain inevitable that results 

on its economic damage, and social and political unrest. To cope with such incident 

appropriate policy, legal , institutional, and regulatory framework has to be devi sed based 

on the international experience and the country's peculiar conditions, too. 

8 Webster 's New World College Dicliollwy 
9 1d 
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The study wi ll try to identify the two main problems and their poss ible so lutions, as far as 

the legal , institutional , and regulatory frameworks are concerned, i.e. to cope, if not 

averted, in re lation with energy resources security of Ethiop ia. These are: firsl, to enable 

Ethiopia to follow the path of internationally accepted line of development in order to 

deve lop renewable energy source in place of fossil fuels by answering: What type of 

policy, legal, institutional , and regulatory frameworks are to devised and applied to 

improve the ava ilabi li ty and reliability of electricity thro ughout the country? Second, to 

answer the question: [s there a need to estab lish an independent regulatory institution 

mandated to follow-up energy efficiency measures in both at the federal and regional 

leve ls? 

1.3 Objectives of the Study 

The main objectives of the study can be summarized as follows: 

J.- To enhance the awareness of policy makers of the best poss ible alternatives of 

the legal and institutional framework in applying both renewable energy 

resources and energy efficiency in the Ethiopian context; 

J.- To help all professionals: 

o engaged in the sector acquIres national, regiona l and international 

expen ences in specia li zing on renewable energy research, RD&D 

priorities, 

o that energy efficiency measure can be applied without sacrificing the 

national economic development; 

J.- To educate federa l and regiona l state legislatures, administrators, regulatory 

officia ls, private business sectors, energy consumers, electricity operators and all 

concerned stakeholders, to co-operate in adopting and enacting best practice 

policy, legal, institutional and regulatory fra meworks in relation to renewable 

energy resources and energy efficiency application; and 

J.- To lay the foundation of the appropriate policy, legal , institutional, and regu latory 

framewo rks in making it poss ible that every concerned person should participate 

and register resu lt for RD&D and techno logy transfer, market transformation, 

5 



behavioral change, etc 111 relation to renewable energy resources and energy 
effi ciency measures. 

1.4 Significance of the Study 

Due to continuous ri se of the need fo r energy resources in a ll sectors of the economy, its 
avai lability and affordab ili ty are becoming crucial problems in both developed and 
develop ing countries. When it comes to countries like Ethiopia, where the economy is 
mainly agrarian and transformation is sought to small-sca le industries in which intensive 
energy is needed, become highl y vulnerable by the volatil e oi l prices . In addition, the 
country's dependability on single source of electrical power generation, i.e. hydropower, 
and absence of any meaningfu l electrical energy source diversity/mix, will make the 
energy security problem double burden both for the national economy and individual 
c iti zens especia lly whose means of li ving is dependent on the avai labili ty of affordable 
energy resources. 

To ease such periodic problems, attitude change has to be brought both from the state and 
all stakeholders in using renewable energy resources instead of foss il fuels and in a way 
that sati sfy energy efficiency measures. Such types of broad based program and measure 
needs the support of not onl y policy framework but also enabling legal, institutional , and 
regu latory instruments best suitable to the country's peculiar characteristics and needs. 

The fact that in the absence of any "one-size fit all" model to be adopted in the area 
makes it di ffi cult in laying down suitable lega l and institutional framework for tackling 
the problem we are now faced with. As far as Ethiopian experience in the area is 
concerned, there is no one that could be traced as a base for further analysis and 
concelting to arri ve to best practi ce solution. Thus, both the skill and experiences of 
technical professionals in the field of engineering especially electri ca l engineering, 
economics, law, accounting, etc associated wi th renewable energy resources and energy 
efficiency will be sought in formulating and des igning the relevant policy, lega l, 
intuitional and regulatory frameworks. Moreover, the study enables to enhance the 
capacity of professional in the sector to see some, if not, a ll poss ible approaches to 
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implement renewable energy resources and energy efficiency measures in a ll sector of the 

economy including household ap pl icat ion. The other util ity of the study is that it will 

have an additional input for further study and research in the aforementioned areas. 

1.5 Methodology and Approach of the Study 

The study is primari ly analyti cal and based on literature review of international, regional 

and nationa l research works. The research does not focus on particular soc ial groups such 

as rural, urban, gender, etc. The study fo llows both descripti ve and prescripti ve 

approaches whereby past and current situations are explored and how the ex isting policy, 

lega l, institutional, and regulatory instruments are amended or changed or new one made. 

In addition, after due consideration of the international experience on a g iven topic, 

Ethiopian peculiar situation will be considered both in general terms and in detai l. [n 

doing so, wherever there appears gap between the literature review and the factual 

situatio n on the ground such data gaps will be fill ed, as may be approp ri ate, through 

mi nor fie ld surveys and interview with the appropriate government officials, non­

government organization representati ves, and indi viduals from the business community 

or high power consuming fil111S. 

It should be noted that the primary objective of the study is to enhance the theoretica l 

knowledge of Ethiopian professionals particul arly lega l profess ionals, in the area of 

energy resources regulation and/or deregul ation at national, regional and international 

leve l. Accordi ngly, the experi ences of some im portant countries, both from the deve loped 

and deve lop ing countries will be considered. Current reports and resea rch works 

produced by re lated international organizations like WEC, lEA, WB, etc are very much 

utili zed to fi ll the gaps of the unava il ab ility of up-to-date research materials on the field. 

Accordingly, important Websites in the In ternet wi ll be assessed from time to time to 

furn ish the reader w ith up-to-date information in connection with the subject under 

discussion. 
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Chapter II 

General Notion of Energy Resonrces 

2.1. General 

In the 18th and 19th century industrial revolution , the contribution of coa l had been 

immense. lo However, in the 20th century with the advent of automobiles, airplanes, and 

the spread ing of electrici ty, oi l became the dominant fuel. I I However, the shift away from 

oi l had become imminent when the world experienced the oil shocks of 1973 and 1979 

during which the price of oi l increased from 5 to 45 US do ll ars per bbl. '2 

Both developed and developing countri es showed spectacular advancement 111 uSll1g 

renewable energy resources especially wind, so lar, hydropower, geothermal for the 

generation of electricity - which is taken as secondary form of energy resource. In 

addition, energy effic iency measures were implemented in different magnitudes. Such 

achievements were not a mere success attributable to a single sector or institution, rather 

a synergy of all the stakeholders that starts from individua l citizens, companies, and 

organizations, includ ing the government and, of course, supported by favorable policy, 

legal , and regulatory instruments of a give n country, state, or jurisdiction . 

Vo lati le oil prices and sometimes oil shock is affecting the world without discriminating 

between developed and developing countries. For example, following the sharp increase 

of oil prices between the beginning of 2003 (26 US$/bbl for the Brent l3
) and July 2008 

(147 US $/bbl) brought severe consequences for economic growth especially for the 

poorest countries. 14 In addition, the demand for electricity is not being responded in 

reliable, safe and affordable manner, espec ially in the poorest countries of the world. In 

10 _ _ ---,-_; World Energy Resources alld ConslllI/ption; internet: hltp://www,wikipedia - Wikipedia the 
free eneyclopedia; last visi led, Oetober 1, 2008 
I I Id 

" Id 
" Id 
14._---,.~=-:; Energy Efficiency Policies Arollnd the World: Review alld Eva/uatioll, World Energy 
COllllcil 2008, Regeney House I - 4 Wanwiek Street, London WI B 5L T United Kingdom, p 9; Internet: 
hllpJ/w\Vw.worldcncrgycolillcil .org; last visited September 8,2008 here inafter Energy Efficiency Policies 
2008 
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other words, power interruption, shading and brownouts are the daily phenomena of these 

countries which severely affect their path for economic development and also have both 

social and political adverse implications. 

To show the role of these energy resources - renewable and nonrenewable - let's see the 

share both in their utility as source of energy, i.e. in terms of consumption, and for the 

production of e lectricity of the world in general. Accordingly it has been found that 80 

per cent of tota l worldwide energy use of today is based on fossil fuels and in terms of 

g lobal consumption , crude oil remains the most important primary fuel, accounting for 

36.4 per cent of the world's primary energy consumption.15 On the other hand, of the total 

electricity production from renewable, 91per cent came from hydropower, 5.7 per cent 

from biomass, 1. 8 per cent from geothermal, 1.4 per cent from wind and solar electricity 

const ituted 0.06 per cent. 16 

As far as Ethiopia is concerned both renewable and nonrenewable energy resources have 

their own contributions as sources of energy. For example, in the area of road 

transportation the main source of energy is based on oil , petroleum, while in the area of 

electricity hydropower accounts about 98 per cent share l 7 Accord ingly, the main focus of 

thi s study is on the legal and institutional framework in regulating renewable energy 

resources particularly focusing on electricity and that of energy efficiency. Hence, 

nonrenewable energy resources wi ll be treated only briefly mainly in relation with supply 

side energy efficiency di scussions especially in connection with road transport sector. 

2.2. Renewable Energy Resources 

As a means of tackling the problem of dep letion and soaring of the price of oil both 

developed and developing countries are moving towards sustainable renewable energy 

15 Zupanc, supra note 3, p 42 
16 Ibid, P 428 
17 ; Elhiopian Electric Power Corporation 50'" Year Golden Jubilee - Special Issue, May 2007, p 
44, here inaft er EE PCO 50'" Year - Specia l Issue 
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resources options that depend on avai labi lity, technical maturity and commercialization. 18 

Policy, legal, institutional, and regulatory frameworks are being devised and developed to 

real ize the transformation in the long term. 

For example, it has been sa id that the EU has recently announced polices and plans to 

obtain 20 per cent of its energy needs through renewable energy resources by 2020.19 

Thus, due to the fact that renewable energy resources are diverse and spread unevenly 

each country is required to promote and apply technologies and options best suited to its 

own resources avai labi lity and needs20 Now let's briefly see the main types of renewable 

energy resources and their use. 

2.2.1. Bioenel'gy 

Bioenergy is a type of energy that denotes the use of vegetable matter as a source of 

energy. It includes wood fuel s, biomass, biofuel (bioethanol and biodiesel). Bioenergy 

could be app lied in all the major sectors of consumption - power generation, 

transpOliation, industry, households, etc21 Bioenergy represents the largest current source 

of renewable energy.22 It includes traditiona l low technology practices in rural economies 

(three-stone fires or cooking stoves) based on wood fuel s. By the use of advanced 

technologies biofuel such as bioethanol and biodiesel are produced and used as vehic le 

theis, which play great role in some developed and develop ing countries, such as US and 

Brazil 2 3 

2.2.2. Hydropower 

Hydropower is the most advanced and flexible and represents 87 per cent of the 

production of the renewable energy sources,24 Five countries (i.e. China, US, Brazi l, 

Canada and Russia) make up more than half of the world's hydropower production25 

".===_; Renewable Energy RD&D Priorities -Insight from lEA Techllology Programmes, 

DECD/IEA, 2006, Internationa l Energy Agency; In ternet: http ://www.iea.org; last visited, September IS, 

2008, pi 6, here in after Renewable Energy RD&D Priorities 2006 

19Zupanc, supra nole 3, p 382 
20 Id 

21 Ibid, P 333 

21 Rellewable Ellergy RD&D PriOl'lries 2006, supra note 18, p 30 

" Ibid , P 17 

24 Zupanc, supra note 3, p 272 

" Renewable Energy RD&D Priorities 2006, supra note 18, p i 7 
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Ethiopia stood 141h from the World and 2nd from Africa, i.e. next to DR Congo in its gross 

'theoretical capacity ' . 26 

Hydropower is now taken as one of the cleanest means of electrical power generation in 

the worid .27 One of the most important advantages of hydropower is the flexibility of 

storage (dam) in ensuring as a security in mixed power system developments?8 

Hydropower can be developed in large-sca le and "small-scale" levels. Large-scale 

hydropower development range from 30 MW and more. For example, the three gorges 

hydropower in China is now generating more than 21 ,000 MW of electrica l energy29 [n 

add ition, Inga II project of DR Congo is designed to generate 39,000 MW of electrical 

. I' 30 
energy at Its ear lest stage . 

In Ethiopia hydropower, being the most abundant renewable energy resources, has a 

major share (i.e. about 98 per cent) of the total electricity generation of the country31 

Accordingly, hydropower has been given special attention and treatment in the Ethiopian 

power sector development programmes. Hence, as compared with other renewable 

energy resources, hydropower will be dealt in detail from the point of view of policy, 

legal , institutional , and regulatory frameworks. 

2.2.3. Geothermal energy 

Geothermal energy, in the broadest sense, is the natural heat of the earth.32Electricity has 

been generated by geothermal steam commercia lly since 1913 33 CUlTently electricity 

from geothermal power is produced in some 25 countries, and five of these countries i.e. 

Philippines, Indonesia, Iceland, Costa Rica, and Kenya, etc. and these countries obtain 

15-25 per cent of their national electricity production from geothermal source34 It has 

"Zupanc, supra note 3, PI' 272-282 

27 Ibid, P 274 

28 Head, Chris, Finallcillg o/Private Hydropower Projects,2000, World Bank Discussion Paper No 420, I' 

12 
29 Ibid, P 2; and see Inlernet http://w\Vw.wik iped ia - Wik ipedia the free encyclopedia on hydropower 

development; last visited, December 2008 

30 Wikipedia , Id 
31 EEPCO 50'h Year - Special Issue, supra note 17 

J2Zupallc, supra note 3, p 429 

33 Ibid, I' 430 
" Ibid, PI' 427-477 
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been found that only a small fraction of the geothermal potential has been developed so 

far , and there is ample space for an accelerated use of geothermal energy, especially for 

electricity production. 35 

Ethiopia has geothermal potential located in the Rift Valley and Afar depression. Its 

potential of geothermal for electrical energy is said to reach more than 4000 MW, from 

which the Aluto-Langano geothermal plant became operational in mid1998 with 7.23 

MW installed capacity, though due to technical problems it is not operational 3 6It is also 

found that if the financial difficulties are solved, Ethiopia's geothermal potential could 

certain ly assist in providing base load electricity generations 3 7 

2.2.4. Wind energy 

The total resource potential of wind energ/8 is vast; and as one estimate suggests it 

reaches around one million GW "for total land coverage,,390 n the other hand, total 

worldwide wind installed capacity at the end of 2006 was around 72,000 MW. Germany, 

with over 20,000 MW, has the highest level of wind energy per capita.40 Wind power 

accounts for about 20 per cent of Danish electricity consumption 4 1 

When we come to the Ethiopian situation it has been found that Ethiopian wind speed 

suitable for electricity generation vary across the territory. According to a recent survey,42 

there are severa l areas with higher than 6 meter per second (m/s ) annual average wind 

speed-the speed generally considered as the minimum necessary for power production43 

The highest wind speeds measured were in the Tigrai Region at Ashegoda with 8 (m/s) 

and Harena 6.84 m/s.440ther high wind speed sites were found at Nazreth and Gondar 

" Ibid, P 428 
36EEPCO 50'" Vear - Special Issue, supra note 17 , p 41 
37Zupanc, supra note 3, p 452 

38 Winds are said to be generated by complex mechanisms involving the rotation of the earth, heat energy 
from the SUIl , the cooling effects of the oceans and polar ice caps , temperature gradients between land and 
sea and the physical effects of mountains and other obstacles, Ibid, p 479 
39 Zupanc, supra note 3 , p 479 
40 Ibid, P 482 
41 Id 

" ___ ; Solar Gnd Wind Energy UtilizatioJ/ and Project D evelopment Scenarios : Ethio Resource Group 
lVilh Partners, Fina l Reporl Subm itted to the EREDPC, October 2007 hereinafter SWERA study, p 2-1 
43 EEPCO 50'" Vear - Special Issue, supra note 17, p 43 
44 Id 
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with 6.64 m/s and 6.07 m/s respective ly45 The annua l distribution shows a minimum in 

July and August and two peaks in March and October. [t has been found that EEPCO had 

decided to construct two wind parks of approximately 60 MW each for immediate 

implementation.46 The French government signed MOU with EEPCO to finance the 

Ashegoda and Harena sites with [20 MW installed capacity. 

2.2.5. Solar energy 

Solar energy for the generation of electricity, heat and fuel may be realized by different 

methods. These are: 

» Solar PV whereby sunlight could be directly converted into electricity with no 

intervening heat engine. This is why so lar energy is used as the power sources for 

calculators, watches, water pumping, remote buildings, communications, etc; 

» Solar Heating and Cooling (SHC) system; 

» Concentrated solar power.47 

When we come to the Ethiopian situation it is found that so lar energy availability ranges 

between 1700 and 2200 KWh /m2/yr48 jn Ethiopia, the current utility of solar PV is for 

telecommunication applications, for rural lighting and for rural soc ial services (water 

pumping, health and education). Three quarters of the installed PV capacity is used for 

telecom services in the rural areas of the country49 

2.3. Energy Efficiency 

It has been repeatedly sa id that energy is a vital service and good in any economy and at 

the same time for any day-to-day life, too . It is an important service because it is taken as 

an input in the production of nearly all other goods and serv ices. 5o Most of us use energy 

everyday for transp0I1ation, lighting, cooking, manufacturing, heating and cooling rooms, 

45 Id 
"Zupanc, supra note 3, pp 499-500 
47 Ralph Sims, Samantha 01z and Kirchner, Nicolai; COlllributioll of Renewables to Energy Security; 
International Energy Agency, DECO/ l EA, April 2007, - lEA information paper, p 8; Internet: www. ica.org; 
last visited, November 8, 2008 
48Zupanc, supra note 3, p 404 
" Id 
50 Steiner, Faye; Regufalillg, /ndus/l y Strtlclure alld Pel/ormCln ce in the Electricity Supply IndllstlY; OECD, 
Economics Department Working Papers NO 238, April 2000, p 5, collected during a tra ining workshop on 
the topic " Regulating Electric Uti lities and Energy Networks, Feb 19 - March 2, 200 1, Washington D.C." 
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etc. Hence, to make this quali ty of modem life susta inab le requIres that we use our 

energy resources wisely. Such wise utili zation of energy resources is known as energy 

ffi 
. 5 1 e IClency. 

Before go ing to the detail di scussion of the subject it wi ll be appropriate to get the answer 

fo r the question: What is meant by energy effi ciency? Energy effi ciency can be defined 

as " the ab ility to provide the same (or higher) leve l of energy services, suc h as thermal 

comfort, high-qua li ty li ghting, etc. at lower energy consumption and cost,,52 Such energy 

effi ciency improvements can be achieved through different aspects and measures that 

include inter alia technologica l changes , better organization and management, improved 

economIC effic iency, etc .53 In addition, energy effic iency is also associated with 

individual behavior that could be refl ected ei ther through avoiding unnecessary 

consumption of energy and/or choos ing the most appropriate equipment (e.g. automatic 

swi tch off of lights in unoccupied hotel rooms, CFL in place of incandescent bulb, etc) . 

Accordingly, energy effi c iency is said to be tbe cheapest, cleanest, least ri sky and least 

controvers ial energy resources 54 

On the other hand, individual energy savings caused by cconomic reasons, e.g. due to 

high energy prices, should not be taken as energy efficiency measures since such 

measures could easily be reversed 55 Policy, legal, institutional and regulato ry aspects 

have also great role to play in achieving the required results of energy effic iency 

measures . Plus, energy effi ciency trends could be viewed from the point of view of 

diffe rent sectors, i.e. appliances, industry, transport, and building. Accordingly, policy, 

lega l, institutional, and regulatory instruments may exhibit certain variations when 

viewed from the above mentioned fo ur different sectors, of course, based on a country's 

51 _---,,-; Efficiency & Conservation , Secondary Energy lnfobook @ 2007, The Need Project, p 72; 
Internet: http://www.energyefficiencyalldconservation,org ; last visited May 2008 
52 Oll inger, Richard L. , Energy Efficiency (Introdl/clion); in: UNEP Handbookfor Drafting LalVs on 
Ell ergy Efficiency Gild Renewable Energy Resources, p 25; Internet: hup:llwww .unep. org/delc; last visited 
November 17, 2008 
53 __ , Energy Efficiell cy: Worldwide Review - Indicators, Policies alld Evaluations, World Energy 
Council (WEC) and French Environmenl and Energy Managemenl Agency (ADEM E), July 2004, p 2; 
internet: www.\Vorldcncrgy.org, last visited August 8, 2008 hereinafter Energy Efficiency: Worldwide 
Review 2004 
54Snead, supra note I , P 6 
55 Energy Efficiency Policies, 2008. supra 110le 14 , p 9 
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level of economic development, economiC structu re (i.e. industry or service), 

techno logical advancement, environmental base, etc . 

Both developed and developing countries devises policy, legal , regulatory and 

institutional frameworks to promote and implement energy efficiency measures with 

varying degrees. Independent study and analysis of such policy, legal, regulatory and 

institutional frameworks application having the degree of "best practice" are found to be 

feasible and cost-effectively reduce electricity use 20 per cent from project levels in the 

year 2020, without any sacrificing of their economic growth.56 

2.4. Nonrenewable Energy Resources 

Amongst the main nonrenewable energy sources coal, crude oi l, natural gas, and nuclear 

power are the most utilized in the global energy demand. Currently, more than 80 per 

cent57 of the total energy demand of the world is being provided by nonrenewable energy 

sou rces especially fossil fuel s from which crude oil alone accounted for 36.4 per cent of 

the world's primary energy consumption S8 As is repeatedly said except coal wh ich is 

found to be plentiful ,59and widely distributed60and uranium which is an impo11ant 

ingredient in nuclear power production , global crude oil reserve, when seen from its 

utilization , is not as abundant as the other nonrenewable energy sources mentioned 

above61 

56 Ibid, pp 6-7 
57Zupanc, supra note 3, p 2 
" Ibid, P 42 
59 Different reports show that about 850 billion tones of coa l are found as recoverable reserves worldwide. 

Of course, the geological resource is said to be far larger and at the current rate of producing is estimated 
to last for almost another 150 years. Ibid, see pp 1-42 

fiONot less than 68 countries have proved recoverable reserves of coal with different magnitude. Ibid, see pp 
9-11 

61 The estimated ultimate recovery 01' proved recoverable reserve of conventional crude oi l is about 387 
billion tones at Ihe end of2005. Ibid, see p 42 
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Chapter III 

International Experience on the Legal and Institutional Frameworks in 

Regulating Energy Resources 

This chapter addresses three broad issues. The first issue relates to: Is there such "one­

size fit all" model with respect to the legal and institutional framework in regulating 

energy resources? Under thi s broad issue we will see rel ated issues like: Why do we need 

economic regulation? Is it poss ible to apply economic regulation for any of energy 

resource components uniformly? If not, what are the criteria that call for different 

approaches in economic regulation with regard to energy resources? The second broad 

issue relates: What type of legal and institutional framework is most appropriate for 

countries with federal structure in regulating energy resources? Under thi s broad issue the 

following related issues will be di scussed: Can we use single/unified (i .e. only federal or 

state, or dual, i. e. federal and state) institutional framework in regulating energy 

resources? The th ird main issue is: Is there any sil ver bu ll et model to be applied on the 

legal and institutional frameworks in regulating renewable energy resources and that of 

energy effi c iency around the world especially in counh·ies with federal structure? The 

related issue that needs di scussion is: What are the alternative legal and institutional 

frameworks to be applied in regulating energy resources during and after restructuring of 

energy resources in general and the electricity industry in particular? 

These are some of the important issues to be addressed throughout the discussion of this 

chapter, which lay the foundation for all our discuss ions in the other two following 

chapters of the study. In addition, whenever appropriate and in order to clarify the 

aforementioned issues, more specific additional issues, as may be appropriate, will be 

rai sed in different parts of the di scuss ions. Accordingly, in order to deal on these raised 

issues , the chapter is divided into three sub-chapters, as may be appropriate. The first 

sub-chapter di scusses on issues of economic regulation in energy resources; the second 

sub-chapter deals on the legal and institutional framework in regulating renewable energy 

resources; and the third one explain on the legal and institutiona l framework in regulating 

energy effi ciency. Now let' s discuss each sub-chapter separately. 
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3.1 Economic Regnlation in the Electricity lndnstry 

Economic regulation in its wider meaning applies mainly to industries that have 

monopo li stic tendencies62 Hence, the main function of economic regulation is to provide 

a substitute for competi tion in relation to natural monopolies63 Regarding the meaning of 

" natural monopo ly" scholars define the term differently, but without substanti ve 

differences. For example, Professor Posner, after di scuss ing the meaning of natural 

monopo ly mathematica lly and figuratively summari zed it in the fo llowi ng way: 

It is cheaper for the existing firm to supply the add itional units, not because the firm is 

more efficient in the sense that its cost curve lies be low those of other firms ... , but 

because one firm can suppl y the entire output demanded at a lower cost than coul d 

more than one firm . This is the condition known as ' natural monopoly ,64 

By the same token the condition in which natural monopoly cou ld ari se was di scussed by 

Gray as " natural monopoly arises when economies of scale are so pervasive that a single 

finn can offer the product or serv ice cheaper than two and fixed costs are so large that 

duplicating services is uneconomic,,65 Furthermore, in cases of natural monopoly, 

competition or antitrust laws application will not be feasible66and hence regu lation 

becomes a substitute fo r competi tion. 

In sum, economIc regulation is justified to correct shOlicomings in the competitive 

market. In the absence of such type of regulation , however, monopolies tend towards 

higher prices and lower quality and quantity of service provision than in a competi tive 

market. 67 Accordingly, in order to protect customers and the wider economy fro m any 

potentia l abuse of natural monopo ly position, economic regulation, in such areas, as for 

example e lectricity transmiss ion and distribution activities where natural monopoly is 

62 Ogus, supra note 2, p 5; The "traditional just ification" fo r any kind of econom ic regulati on is said to be 

"to protect consumers against monopo ly abuse", see Reiche, Kilian; Tenenbaulll , Bernard; and Torres de 

Mastic, Clementia, infra note 405, p 14 
63 Cameron, Peter; Competifion ill Energy A4arkets : Law and Regulatioll ill the European Union, Oxford 

University Press, 2002, p 8 

64 Posner, Richard A.; Economic Analysis of Law (2nd edition), Little Brown and Company, 1977, p 25 1 

65 Gray, Jeffrey Mclnyre; Tile Regulatol)' Environment and Industrial Restructuring: The Case of us 
Eleclric Power, a Dissertat ion Submitted to the Facu lty of the Graduate School of State University of New 

York at Buffalo in Pan ia l Fu lfill menl of the Requirements for Ihe Degree of Doctor of Philosophy, March 

4,2004 P 27; Inlernel, http://www.elccl ric ilyregu lat ion.org. laS! vis iled, July 2008 

66 Posner, supra note 64, p 253 
67 Joskow, Pau l L. , Resrrlfclllring. Competition alld RegulalOlY Reform in the us Electricity Sector, Journal 

of Economic Perspecli ves, vo l. I I No.3 (Summer 1997), pp 119-138 
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said to be pervasive, is paramount68 However, when competition become poss ible, and, 

of course, proved to be working, the role of the economic regulator should be changed to 

that of ensuring that the market is functioning properly, and that the behavior of the 

utilities allows competition to take place freely and fa irl y69 

There are three a lternative modes of economic regulation to be app li ed in relation to 

natura l monopoly70 The first alternative mode of economic regulation in areas of natural 

monopoly in energy resources is that of public ow,nersh ip of the major energy sources as 

electricity and natural gas. The expectation here is that these "network-bound industries 

were said to be strategic assets for a national economy,,71 and hence political direction and 

accountability will be sufficient to meet "public interest" goals which has significant 

advantages from the point of view of economies of sca le.72 Furthermore, stability, 

reliability of supply and "publi c interest" justifications were the deriving forces of the 

western societies to make such industries as electricity under public ownership, especially 

during the so-ca ll ed period of " the golden ages of nationalization, i.e. 1946-51 ". 73 

The second alternative mode that calls for economic regulation in the energy sector is 

where such finn may remain in or be transfelTed to private ownership but continues to be 

subjected to externa l constraints in the form of price and quality regulation.74 

Accordingly, price control can take two methods in which the first one is "fa ir" rate of 

returll (ROR) method. Here the regulated firm s are allowed to acquire such a sum as will 

cover annual expenditure plus a reasonable profit on capital investment. Economists 

formulated the method as: 

E + (r x RB) 

Where: E is the firm 's annual expenditure, and includes operating costs, 

depreciation, and taxes; 

68 It should be noted that the generation segment of electricity can not be considered as naturalmol1opoly 

and can be open for competition based 011 market principles 

69 Gray, supra nOle 65 , pp 78 ff; Joseow, supra nole 67, pp 132ff 

10 Ogus, supra note 2, p 5 

71 Camcron, supra note 63, p 6 

nOgus, supra note 2, p 266 

" Cameron, supra nOle 63, p 6; Ogus, supra nOle 2, p 266 

740 gus, supra note 2, p 5 
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I' is a multiplier, representing the "fair" rate of return ; and 

RB the rate base, which is the attributed value of capital investment75 

The other method is price cap whereby it only regulates price increases, rather than price 

per se?6 Thus, the price cap method when applied especia ll y on electricity natural 

monopoly industry take the form of: 

RPI-X+Y+cf 

Where: RP[ is the retail price index; 

X is the regulators assessment of the firm 's cost-efficiency potential; 

Y reflects a cost that is outside the control of the firm and which the 

government considers should be passed directly on to the consumer; 

and 
cf is a correcting factor, where previous forecasts have proved to be 

erroneous. 77 

When we come to quality-of-service regulation, it can be controlled by setting a celiain 

standard of perfol1nance which may differ from sector to sector. Hence, in electricity 

industry performance standards are usually set by appropriate body (mainly electricity 

regu latory body) as a basis of such quality-of-service regulation . 

The third alternative mode of economic regulation in the area of electricity natural 

monopolies is the need for competition between/among firIns with monopoly right. 

Accordingly, regulation can be implemented either through contract or licensen 

Regarding contracts, it can be implemented by franchising or concession agreements 

whereby the state transfers some of its powers and attributes to the private sector 

regulated by the terms of the contract. 79 Regulation by license, on the other hand, is 

implemented through mainly legislation, primary or secondary, which establishes the 

general rules, rights and ob ligations to carry out an activity like generation, transmission, 

di stribution or supply of electricity services80 

" Ibid, pp 307-313 

'"Ibid, p 3 11 
77 ld 

78 Dussan, Manucl; Electric Power Sector Reform III Latill America And The Caribbean, Inter-American 

Development Bank, Washington D.C. Working Papers Series IFM-I 04, June 1996, p 27 

79 Id; "The contract specify, among other things, duration, conditions to renew it, price setting formula and 

constraints, obligations to serve the demand in the concession area, in vestment obligations, minimum level 

for quality and reliability of service and cond it ions for termination. This method of regulati on is lIsed in 

Argent ina for transmission and di str ibution activities." 

80 Id; This method of regulat ion has been implemented in UK and Chile 
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In the area of electricity transmission and di stribution industries where natural monopoly 

is predominant81the above three alternative mode of economic regulation are applied 

mainly based on the ownership and industrial restructuring or mode of organization 

existed in any given country. Thus, the commercialization and in most cases, 

privatization of electricity transmission and di stribution industries over the last three 

decades has resulted in a variety of regulatory systems being introduced across different 

countries. The experience of each highlights the advantages and challenges of economic 

regulation along with the ongoing need for improvement and flexibility in regulatory 

structures. Accordingly, it will be worthwhi le if we see the experiences of some countries 

in the area of economic regu lation in the electricity industry separately. 

3.1.1 United States 

In the US economic regulation in the electricity industry have undergone three stages. [n 

all these stages the US electricity industry never experienced the mode of nationalization. 

Rather in al l these stages the electricity industry has continued mainly to be under 

private, public or mixed, as the case may be, ownership, and, of course, with different 

legal, institutional and regu latory structures. The first stage relates to that of the period 

prior to the Great Depression of the 1930s whereby the electricity industry function ed 

without ha ving any distinction between federa l and state institutional and regulatolY 

frameworks 82 The US electricity industry's dual regulatory system emerged with a series 

of Supreme Court cases culminating in Rhode Island Public Utilities Commission vs. 

Attleboro Steam and Electric Co, 273 US 83 (1927)83 Accordingly, in the Attleboro case 

the co11l1 held that states were constitutionally prohibited from regulating interstate 

electricity comlllerce8 4 This was because the role of federal regulation at that time was 

unclear and hence, Attleboro caused interstate electricity transactions to go unregulated85 

81 111 the generation/production area of both electricity and nahlrai gas there is no naturaimonopoly and 

hence compet ition is possible 
" Gray, supra nole 65 , pp 12-17 

8J lbid, P 12 

" Id 
" Id 
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The second stage extended from roughly the end of Great Depress ion through the 

I 970s86and was characterized by vertically integrated production and intemal economies 

of scale87 Accordingly, here the dual regulatory structures were introduced whereby state 

regulatory agencies primarily influencing intrastate production and delivery (i.e. 

transmission, distribution & supply to consumers), while federal regulatory agencies, 

primarily influencing interstate production and delivery88 Moreover, the two dominant 

federal government agencies in the US energy sector are the DOE, and FERC. DOE 

operates the EIA, while FERC oversea the interstate wholesale markets in the energy 

industry (e.g. oversees the interstate transmission grid, collects data from industry 

participants)89 On the other hand , states have their own energy commiss ions (Public 

Uti lity Commissions under their respective Department of Energy), which inter alia 

oversees intrastate who lesale and reta il electricity markets90 

The third stage statted after the 1970s' oil crises that encourages external economIes 

through processes of vertica l de-integration and flexib le capital accumulatiol1,91 which 

was the result of the "public choice theory"n that started from the 1960s Chicago school 

of law and economics9J This movement of "publ ic choice t leory'·"base-';-'I'ff'I-rlffi"'-~ 
..... . 1""",, 

.. A. t1 ... ,vC':t' ,.;~ 

' •• j f»~"j. 
... ~~. u 0 

-------...--. 
86lbid, pp 13 and 42; The dual regu latory system of electrici ty, i.c. federal and state, was introduced by 

enacting the 1935 PUI-ICA of the federal state which, among other things, attempted to close the 

jurisdictional gaps that had become known as "Aff/eboro gaps" 

87 Ibid. p 3; In addition , this type of capital accumulation was known as "Fordist mode of capital 

accumu lation" based on vertical integrated production and internal economies of scale, wh ich was typical 

of the US electricity industry dur ing that period 

88 lbid, p 13 

"Ibid, P 19 
90Kuccwicz, William P., Power Politics: Drawing Lessons/rom California's Electricity Crisis, Internet; 

http://w\Vw.gco ln vcstor.co l11 • last visited September 17,2008, a 28 pages analysis on the area 

91 Gray, supra note 64 , p 3 
92Posner, Richard A.; Theories of Economic Regulation, the Bell Journal of Economics and Management 

Science, the Universi ty o f Chicago, Vol. 5 No.2 (A utumn 1974), pp 335-358. "Public choice theory" holds 

that regu lation is suppli ed in response to the demand of the public for the correction of inefficient or 

inequitable market practices . The second theory is the "capture theory", which holds that regulation is 

supplied in response to the demands of interest groups struggling among themselves to maximize the 

incomes of their members. lei 
9JS 1ig ier, George J " Tlte TlteOl)' of Economic Regulation, The Bell Journal of Economics and Management 

Science, The University of Chicago, Vol. 2 No. I (Spring 1971), pp. 3-2 1; Peltzman, Sam., The Ecollolllic 

rheOlY of Reglliatioll after a Decade of Deregulatioll, University of Ch icago ( 1989), Brookings Working 

Paper, pp I-59 ; and Posner, [bid 
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"pragmatic,,94approach coupled with the 1970s oil CrIses brought the deregulatory 

frameworks and on thi s basis a series of legislati ve acts. 

The important lega l frameworks in the US electricity regulation are inter alia 1978 

PURPA 95; 1992 Energy Poli cy Act (EPAct)%; FERC Order 88897
, Energy Policy Act of 

200598 etc99Under th is stage the dual regulatory and institutional frameworks of federal 

and state contin ued to ex ist. In add ition , due to the fact of the " pragmatic" approach of 

"publi c choice theory" both the federal and state regulatOlY agenc ies of the energy sector 

started to deregulate especia ll y their respective electricity industry which ultimately 

culminated in the 200 I California power crises, IOOEnron bankruptcy, tOt and the August 14 

2003 northeastern states of the US blackouts.t02 All these are said to be the results of both 

federa l and states, espec ially California, regul atory fa ilures and market "cri sis" caused by 

untimely deregulation of the electricity transmission, di stribution and retail sale markets. 

3.1.2 India 

Unti l the 1990s the Indian energy sector in general and electricity in part icular was under 

government control with a ll the major functions of generation , transmiss ion , di stribution , 

and suppl y to consumers predominantly done by state owned companies, and boards -

94"Pragmati sm" is a method or tendency in philosophy, started by C. S. Peirce and William James, wh ich 
determines the meaning and truth of all concepts by their practical consequences; Webster 's New World 
College DieliollGl), 
95Text ava ilab le a t: G loba l Renewable Energy Policies and Measures Database, PURPA, 
hltp: llw\Vw. iea.org/tcxtbasc/palllsdb/detai l.aspx?lllode=gr&id= I 060; last visited Sept. 18, 2008 
96 Mai nly authorized FERC to open the national natural gas and electricity transmission systems to 
competiti ve wholesa le suppliers, deregulation of transmission 
97 Gave wholesale electricity suppliers access to util ity transmission lines under "non-discriminatory open 
access tariffs" rev iewed by FERC, 
98 Pub lic Law 109--58- Aug. 8, 2005;text ava ilab le at : htlp:/!www.USEncrgypo licyact2005.org; last 
vis ited Sept. IS, 2008 
99Gray, supra note 65, pp 42-43 
lOOSee the following articles fo r detail analyses and descriptions to clearly understand as to where the 
fa ilure of the Ca lifornia's electric ity industry lies. Yuffee, Michael A., California's Electricity Crisis, HolV 
8esllo Respolld 10 Ih e "Peljeci Slorll/ ", Ene rgy Law Journal , vol. 22, No. I (200 I) , pp 65-91; Kucewicz, 
sllpra note 89; and Navarro, Peter and Shames, Michael; Electricity Deregulation: Lessons Learned /rom 
Colifomia; Energy Law Journal vo l. 24, No. I , pp 33-64 
WI For detail discussion see, Cudahy, Richard D. & Henderson, W illiam D., From Jnsu/lfo Ellroll: 
Corporale (Re)regulalioll ajier Ihe Rise alld Fall a/Two Ellergy !cOliS, Energy Law Journa l, vo l. 26, No. 
1(2005) pp 35- 110 
I02G ray, sllpra note 65, pp 89-93 
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SEBs. 103That means the government had complete control over the entire energy 

business. However, the Indian government underwent a radical reform of its energy 

sector by enacting the Electri city Regulatory Commiss ion Act of 1998 and Electricity Act 

of 2003. 104 On rhe other hand, the 2003 Electri city Act of India inter alia encourage 

competition by reforming di stribution with multip le li censes in distribution, reduced 

entry barriers by de-licens ing generation, setting up a regulatory commission to fix tariff 

and assist for the development of the sector. 105 

The other important element in India power sector is that electricity was made as one 

which form a concurrent list of subjects of the India Constitution .106 Hence, both the 

central/federal and state governments can formu late policies and laws in relation with the 

electricity, but the responsibili ty of implementation rests with the states. IOl Moreover, 

states are given free rein to choose their modes of refo rm with some choosing to privatize 

di stribution, some simply unbundle their electricity indushy, and others keeping the 

IOJTongia, Rahul , The Political Economy a/Indian Power Sector Reforms, Dec 2003; Internet: 
http;//www.i isdbst3nfo rd .edu/pubsI20/92/india I Onmay-04pcflastvistedsept.172008, last visited. 
November 2 1, 2008 
I04The Indian Electricity Act, 19 10 was said to be highly technical Act relating to, illter alia, the trading 
and use of e lectr ical energy and regu latory functions were restricted to matters regarding the generation, 
transmission , supply and lise of energy for which electri cal inspectors have to carryollt periodical 
inspections and tests and examination of test records. In addit ion, Ind ian Electricity Supply Act 1948 
ma inly governs the constituti on of the central electricity authority, state electricity boards, generating 
companies, consultative councils, and local adv isory committees, their statutory powers and functions 
I05Mishra, Rajiv K, Looming Crisis of Illdian Power Sector, IC2 Institute University of Texas, Austin 2815,; 
Internet: http://www. ic2.utex(ls.edu/imagcslfaces/mishra 2008.ind iapowersector.pd f, last vis ited, 
September 17, 2008 
lo6The Constitution of Indi a (As modified up to the lSI December 2007), Governmcnt ofindia Ministry of 
Law and Justice, Seventh Schedule, List III (Concurrent List) , Paragraph 38; See also Mishra, supra note 
104; and Rahul , supra note 102 , et al. It is to be noted here that the Indian Constitution is extremely detail 
with 47 1 pages and 395 Articles and too many schedu les and appendixes with more than 94 amendments 
I07For example, CERC is mandated to discharge, among others, tariff regulation pertain ing to generating 
and transmission companies owned or contro lled by the central government, promote competition, 
efficiency and economy in the activit ies of the electricity industry, develop appropriate pol icies and 
procedures for environmental regulat ion of the energy sector, dispute arbitration involving generating or 
transmission companies, licensing of interstate transmission activities while the SERCs arc mandated to 
deal relevant matters pertaining their respect ive state electricity tariff, regulate power utilities, promote 
competition, effi cicncy and economy of the energy industries. At the same time state governments may 
mandate state commissions 011 activities regarding issuance of licenses, issue policies for environmental 
regulation, perform ing energy industry, set and enforce safety performance standards of the electrici ty 
industry, etc. See BSI - Business information, November 2002, Regulatory Structures and Supporting 
Organ izations, found in Ethiopian Electricity archives, subm itted as part of a consultative docu ment in the 
reform process of the power sector of Ethiopia, pp 17-18, Art 17( I) of the Indian Electrici ty Regulatory 
Com miss ion Act of 1998; Rahul , supra note 102, P 69 
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different segments of the electric ity industry intact while adopting organizational reforms 

aimed at improving economic effi ciency. J08 

3.1.3 United Kingdom 

The UK experience on economic regu lation of energy resources covers two periods. The 

first period runs from 1946 to 1980s during which most of public utilities including 

e lectricity were nationalized lo9and made under public ownership mainly on ground of 

"publi c interest justification". llo The second period statted in the 1980s, where under 

Prime Minister Margaret Thatcher, libera lized the energy market through a series of 

restructuring steps. Accordingly, Energy Act of 1983 and 1989 opened the market to 

third parties by privatizing the CEGB which had been established in 1957. III 

The other impottant element of the UK energy sector in general and electricity industry in 

particu lar introduced during post-liberalization was that regulation was applied on the 

basis of li cense issued by the energy regulator, Ofgem. 112 In addition on the natural 

monopoly segments of the electricity industry "price cap" regulation was applied.lll 

Moreover, based on the above two legislations and the modes of economic regulations, 

i.e. li cense and price cap, it is said that the UK e lectricity industry exhibit a complete 

transformation from public ownership to privatization and thereby competition have been 

success fi.t1l y undertaken. I 14 

In SUlll , the experiences of the above mentioned three countries and others like Chile, 

Germany, France, South Africa, Kenya, etc., show us that the legal and institutional 

frameworks in regulating energy resources in general and that of electric ity in particular 

differ fro m country to country based on the structure of the state, i. e. unitary or federal, 

108 Rahul , sl/pra note 1m, pp 69·70 

I09For instance, UK nat ionalized its e lectric ity industry with the passage of the Electricity Act of 1947 and 

the formation of the CEGB in 1957 

II ODanwitz, Thomas Von, Regulation alld Liberalization of the European Electricity Market: A German 

View, Energy Law Joltmal, vol. 27 No.2, P 431 

1] l lbid ; In add it ion, UK government is praise as the first country to liberalize its energy (i.e. electricity and 

gas) markets through pri va tization, competiti on and open to networks , see Energy Policies of lEA 

Countries, the UK 2006 Review, OECD/IEA, 2007 

112 Detail information on the activ ities ofOfgcm can be found on the webs ite: http ://www.ofgem.gov. uk 

IIJOgus, supra note 2, p 31 1 

11-1Cameron, supra note 63, pp 14-15 
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the regulatory legacy, industrial restructuring, level of development of the particular 

country under consideration . In other words there is no "one-size fit all" legal , 

institutional , and regulatory model to be applied in different countries/s tates uniformly. 

For example, in the US and India energy, especially e lectricity industry, federa lism and 

regulatory legacy have resulted with dual regulatory environments, i.e. state regulatory 

agencies primarily influenc ing intrastate production and delivery while federa l regulatory 

agencies primarily influencing interstate transmission system licensing and pricing. l l l 

Whi le Germany's experience is similar to the US except that Germany does not have a 

separate energy regulator and at the same time used franchise/ "exclusive license" to 

supply to final energy consumers. I 16 In France and South Africa, on the other hand, 

electricity generation , transmission, distribution and supply is based on vertical ly­

integrated entirely dominated by government monopoly structure. 

Restructuring of the electricity industry in the UK and Chile during the 1980s, however, 

was completed by privatizing all segments of the energy industries, i. e. generation, 

transmiss ion, distribution and supply, on a 'big bang' approach. Moreover, UK and Chi le 

are known for their successful achievements in bringing prices down and attaining 

efficiency and reliability of their respective electricity industries. 

On the other hand, Kenya benefi ted from restructuring its electricity industry thereby 

bringing private investment in the generation area on the basis of "single buyer model" . 

Thus, IPPs sale their bulk power production to the government owned utility, KPLC, 

based on the PPA entered between the investor and KPLC. 117 

3.2 Legal and Institutional Frameworks in Regulating Renewable Energy 

The OPEC oi l embargo of 1973 and the 1979 Iranian revo lution and the following fossil 

fuel -price instabi lity can be thought of as the "wake-up ca ll" for a shift from oil towards 

other alternative and more di vers ified sources of energy, most notably renewable energy 

Il5Gray, supra note 65, p 2 

116 Danwitz, supra note 110, pp 426A29 

117 Nyoike, Patrick; Is the Kenyan electricity reg/datal)1 board autonomous? In Energy Policy, S. Karekezi, 

M. Mapako, and M. Terera (Guest eds.), Vol. 30 (2002), P 992 
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resources. I IS Fortunate ly, there are a number of legal and institutional tool s that countries, 

states and juri sdictions throughout the world have deployed and become successful in 

overcoming the different barri ers and, of course, at the final ana lysis, encouraging the use 

of renewab le energy resources. 

However, it is on ly a limited number of approaches that are becoming prominent and 

wide ly used, of course, with certain modification to fit peculiar country situation like 

resource ava ilability; favorab le policy, lega l and institutional frameworks; level of 

economi c, social and cultura l development; and above al l, political wi llingness and 

commitment to apply such schemes. The two most important and widely used approaches 

are: I) Renewable POl1folio Standard; and 2) Feed-in Tariff. I 19 Now let's see these two 

approaches separately and briefly. 

3.2.1 Renewable Portfolio Standard Scheme 

RPS is both a lega l and institutional instrument set to increase the amount and/or 

proportion of renewable energy purchased in a particular country, state, or jurisdiction. 120 

RPS scheme lllay al so be referred to as "QS"; "RO", or "ROC"; "TGC", or "REC" or 

"Credits", etc. '2I This type of scheme requires those bound by the obligation (usuall y 

1181n add it ion to renewable energy sources, western government shifted to coal, nuc lear, and, of course, 

energy efficiency measures 
119 The other important approaches used in conjunction with one or both of these approaches include: Tax 

and investment incentive: where certain types of renewab le energy sources generating electrical energy 

are given specified incenti ves , which can be based 011 the number of KWh they produce or an up· frollt 

payment 10 help reduce the initial cos ts of the renewable electricity; Investment cost recovery: where 

quali fy ing renewable e lectric ity producers are given the investment cost recovery directly or credited on 

the ir energy bi ll rather than given an incentive to avo id taxation ; Net metering : where usually small 

e lectricity customers are a llowed to produce and be paid for renewable e lectricity that they supply to the 

grid. This can be done by lIs ing electricity meters that tum backwards when the p3l1icular customers' 

production is more than the ir consumption; Tender sc hemes: the Government ho lds auctions with regard 

to new renewable energy capacity, specifying parameters such as the amount of capacity that will be 

awarded support in the auction, the maxi mum level of support available, and other details. Companies bid 

by offering a certain amount (and type) of renewable generation or capacity in exchange for a certain level 

of support. Those who are awarded the tender (typically, those offering to de liver the required renewable at 

least cost) may build the projects in question and w ill receive the level of support which they proposed in 

the ir bid; G rants: refer to lump-sum, upfront finan c ial support to cover capital investment or other start-up 

costs of renewable energy resources projects. Grant-based schemes are typica lly funded from tax receipts, 

which means that their costs are borne by tax payers as a who le; etc 

120Kennedy, Katherine; The Importance o f Renewable Energy; in ; UNEP Handbook/or 

Drafting Laws all Energy Efficiency alld Rellewable Energy Resources, United Nat ions Environment 

Programme, 2007; lnternet: http://wasa Lunep.org/de lc. lastvisited.August 8.2008. p 108 

121 Ibid, pp 11 8- 122 
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electricity supply compan ies) to buy renewable energy certificates from renewable 

I 
.. 122 e ectnclty generators. 

However, RPS does not place price differences based on both renewable energy source 

types and technology used. 123 For example, UK's proposed target of RO is to deliver 

renewable energy on an escalating target, increasing to 10 per cent by 20 I 0 and 20 per 

cent by 2020. 124 Accordingly, any failure by electricity suppliers entai ls a financial 

penalty as a bail-out price for KWh of non compliance. 12l EU's overall goa l on the same 

period is, however, 20 per cent to be sourced from renewable energy resources.126 

There are many other countries that use RPS, which include among others; US (that 

include more than 18 US states on the bases of their own RPS legislations), Japan, 

Australia, India, Poland, etc. 127 For instance, Cali fornia RPS requires 20 per cent of 

electricity for retail sa les be produced from renewable sources by 2010, and increase the 

requirement to 33 per cent by 2020. 128 The other US state said to be very successful on 

proper application of RPS scheme is Texas where it enacted RPS law in 1991 and at the 

same time established an independent regulatory organ to oversee its implementation. 129 

3.2.2 Feed-in Tariff Scheme 

FIT scheme is a type of lega l and regulatory instrument that allows all eligible generato rs 

to rece ive a fixed and known price for their renewable electric ity sales. J3 0The mall1 

purpose of FIT law is to establish legal guarantees for electricity producers from 

renewable energy technologies. 13 1 Accordingly, energy companies are lega lly required to 

122 ,UK Renewable Energy Strategy: COl/sullalioll Document; Department for Business 
Enterprise & Regulatory Reform (BERR), June 2008, p 90 Internet: 
http://www.berLgov.lIklrcncwableconsultation, last visited October 17, 2008, hereinafter UK Renewable 
Energy Strafegy 
123Ibid, p 94 
124 1d 

125 Ofgcm regulates the proper implementation of the RO 
126UK Renewable Energy Strategy, slIpra note 121, P 28 
127 Kennedy, supra note 120, p I 17 
128 See Internet: http://w\Vw.cnergy.ca.gov/rcncwableslindes.htl11 l 
129 Kennedy, supra note 120, p I 12 
13oIbid, p I 16 
13 1 ,Ethiopia Conditions/or Pica/Mini Hydro Power Grid COl/llec/ion: Experiences/rom 
CO lllltries with Atficro and other renewable energy systems feed-in (0 existing Grid, GTZ Dutch-G erman 
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purchase renewable energy sources with spec ific KWh payments for each renewable 

energy techno logy based on the real cost of generation. ll2 Plus, the purchase price 

includes a reasonable profit that may last for a long period say from 10-20 years that 

assure return on investment. IJJ 

The costs of these tariffs are covered by increased electric rates that sometimes take the 

form of regional or national surcharges (similar to those establi shed for public benefit 

programs), or sometimes they are simply embedded in rates. IJ4 The availability of grid 

access in sufficient capacity is a precondition for applying FIT law. IJ5 Moreover, FIT law 

does not work for off-grid electricity production where other more appropriate support 

mechanisms are available, such as direct investment incentives, micro-credit, and tax. IJ6 

When we come to countries experience it was the German parliament that first introduced 

the FIT scheme wi th the passage of the Stromeinspeisungsgeselz in 1990, better known as 

the EFL.1J7 This law ensured grid access for electricity generated from wind power, 

hydropower, so lar, biomass, or biogas. 1J8 RESA of March 2000 amended the 1990 first 

FIT law of Germany, which brought important changes inter alia energy based pricing 

d 1J9 . d dl fd···· 140 d fl·· was use, lll tro uce t le concept 0 Igress lve pncll1g, an costs 0 e ectnclty were 

equally distributed on all electri city suppliers nation wide. 141 The current RESA, wh ich 

Partnership Energizing Development AMES-E Office, Addis Ababa, Eth iopia, July 2008, hereinafter GTZ 
AMES-E, P 5; Important information can be found on the website: http://w\Vw.feed-in-cooperat ioll.org 
132Kennedy, supra note 119, p 116; other texts are available at: hllp:/lwww. rencwablc-cncrgy-
pol icy. info/reJec/gennany/policy/feed-in.html ; hllp://wlVlI'. blJlu.de/files/eeg en.pdf: last vis ited September 
18, 2008 
I33GTZ AM ES- E, supra note 131, P 6 
I3' Kennedy, supra note 120, p 116 
1351d ---, 
136 GTZ AMES-E, supra note 131, P II 
137 The EFL guarantees the revenue of wind projects to be 90 per cent of the residential rate charged by the 
utility; __ , Renewable Energy Po licy Project, GenuclIlY's Encouragemellf o/Renewable Ellergy; text 
available al: htlp: //www.repp.org/rep)) pubs/articleslis5uebrl4/03Gennan.htm ; last visited Sept 18,2008 
138GTZ AMES-E, supra note 130, p 39; Kennedy, supra note 120, p 11 7 
139 PY appl iances built before 2002 receives 0.99 DEN (conversion 1.9SS83~ 1 EUR) KW h, for small 
hydropower 0.15 DEM/ KWh, for geothermal power between 0.14 and 0.15 DEM/KWh, and for electric ity 
generated from biomass between 0.17 and 0.20 DEM/ KWh, wind power get based on the specific wind 
speed al the individual site into account and at the average site, wind power receives 0.164 DEM/KWh over 
a li fe time of20 years; GTZ AMES-E, supra note 13 1, pp 41-42 
140The remuneration rates will be lowered annually for new insta llati on by 5 per cent (PV) or 1.5 per cent 
(a ll other techno logies) 
141 1d; A major comp laint on the 199 1 EFL was the lack of an efficient mechanism to distribute the burden 
regionally equal. This led to a situation where utiliti es and their customers in northern Germany with the 
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amended the first RESA of 2000, and becomes effecti ve as of (August 2004) also brought 

some additiona l improvements as its predecessor, the general framework remains the 

same, though. 142 

Due to this FIT law, German wind capacity has increased from 56 MW in 1990 to more 

than 14,600 MW in 2003 143 that made it the most wind installed capacity in the world. 144 

Tn addition, Germany has 41 7 MW of solar PY capacities, second onl y to Japan. 145 More 

than 40 countries from Europe, Asia, Latin America, Africa, in one way or another, of 

course, by making certain adjustments to fit their country specific situations, adopted FIT 

law for promoting renewable energy in their electri city generation, among others Spain, 

Denmark l46
, France, Italy, Slovenia, Ca li fornia (starting from January 3 1, 2008), China, 

Nepal , Brazil , Uganda, Kenya, South Africa, Nigeria. 147 

What is more, empirical study shows that due to their small size and scattered si ting 

conditions, renewable energy projects are better built by IPPs rather than by a 

conventional type of utility owners. The availab ility of different supporting mechanisms 

is, however, very criti cal for renewable energy growth. The support needs to be clearly 

expressed in a country, state or regional Icvel policy and legal instruments . The suppOIi 

include, among others 1) utility existing in a restlUctured power sector that allows IPPs to 

build, own and operate renewable energy facil ities; 2) interconnect to the grid; 3) clear 

majority of wind power installations under the law had to pay a considerab le higher share of the costs than 
the southern companies and their customers. The REA solved this problem by requi ring electricity supplier 
to have the same share of RET 
142 Bandza, A lex; Goue Wilh fhe Wiud? Understandillg the Problems of WiJ/d Energy Policy illlfte Ullifed 
Slates Through fh e SlIccesses of Delllllark alld GermallY; Environmental Law Reporter: News & Analys is, 
vo l. 37, No . 3 (2007), pp 10 197- 10208, also tex t ava ilable at: http://IVIVIV.e li .org: las t visited , Sep1ember 
17, 2008 
143 Kennedy, supra note 120, p 117 
144 ; Energy Information Administration (EIA), Policies to Promote Non -Hydro Renewable Energy 
ill the Ullited State alld Selected COUll tries, February 2005; Internet: 
hIIP: //www.eia.doe.gov/ ruclrncwablc.html.pl I 
145Kennedy, supra note 120, p 117 
146 Starting from 2003 Denmark legally abandoned FIT scheme in favor of RPS based on market driven 
financial support through tradable green cert ificate, its remarkable success in wind energy is attributable to 
FIT scheme fo llowed before that time, though; Bandza, supra note 142, p 10202. The other imporlant 
point to be noted here is that when we compare the two schemes, i.e. RPS & FIT, it can be easily 
understood that FIT schemc fix the amount to be paid for the electricity, and allow the market to determine 
the amount of elec tricity generated, while RPS scheme fix the latter, and allow the market to determine the 
former; see GTZ AMES-E, supra note 131, P 10 
147GTZ AMES-E, supra note 13 1; Kennedy, supra note 120; et al 
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and simpl i tied standard contractual terms in the form of PPA to be entered between the 

investor on renewable energy and utility company that purchase the electricity generated 

from renewable energy sources; and 4) scientifica lly determined prices. 

3.3 Legal, Regulatory and Institutional Frameworks of Energy Efficiency 

In the past, the issue of energy efficiency was primarily dri ven by energy price increases. 

For example, the tirst wave of energy efficiency improvement in industrialized countries 

was seen fol lowing the oil crises of 1973 148 and 1979. 149 At that time many of the western 

developed countries, in addition to the energy diversification, have taken energy 

efficiency as one of the primary policy pillars in addressing energy security and reducing 

exposure to volatile energy markets. 150 Nowadays, however, energy efficiency measures 

are not left only for western developed nations but are also becoming the concerns of 

many of those in transition and developing countries of the world. 151 Currently the most 

important goa ls of energy efficiency are that of achieving the 3Es (i.e. Energy security, 

Economic development and Environmental protection) at very low or even no COSt.1
52 

Thus, the overriding fact is that "every KWh of electricity saved by a more efficient 

appliance is a KWh that is availab le for other uses, or is a KWh that need not be 

generated".15J In sum, reducing the energy demand should result as the long term effect 

of energy efficiency measures of any given nation/state. 

Policy, lega l, regulatory and institutional frameworks are important instruments to be set 

in place for achieving anyone of the aforementioned primary goals of energy efficiency. 

Moreover, empirical studies show that many industrialized countries and jurisdictions 

148 Caused by oil export embargo of the major oi l producing Arab countries as a response for the western 

support of Israel during the Yom Kippur war; Internet: Energy Crises, Wikipcdia, the free encyclopedia, 

lasl visited, December 2008 
]4<) Caused by Iranian revo lution; ibid 

150 ; Ellergy Policies o/IEA COllll lries, International Energy Agency (J EA),2006 Review, p 24; 

Internet: http://w\Vw.ica.org/w/bookshop/pricing.html; last visited December 23 , 2008 hereinafter Energy 

Policies o/IEA Coulllries 

lS I For example, sec the experiences of China, India, Brazil , Hungary, Rumania, Lithuania, etc in Taylor, 

Robert P., Govindarajalu, Chandrasekar, and others; Financing Ellergy Efficiency: Lessonsfrom Brazil, 

Chilla, Illdia, aud Beyolld; 25'" An niversary of ESMA P, The World Bank, 2007 

152 Energy Policies of lEA Countries, supra note 150, p 25 

153 ; UNEP Haudbook/or Draftillg Laws Oil Ellergy Efficiellcy alld RellelVable Euergy 

Resources, United Nations Environment Programme, 2007, p 62; Internet: http://wasal.unep.org/dc\c, last 

visited, August 8, 2008, hereinafter UNEP Hau dbook 
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atta in great achievement in the area of energy effi ciency due to the integrated effort made 

by all policy makers, legislatures, enforcing institutions and above all by the general 

public responsible in applying it. 

3.3.1 Energy efficiency legal framework 

The related specific issues to be di scussed here regarding energy effi c iency legal 

frameworks are: First , what are the approaches used by other countries and jurisdictions 

to achieve success in the area of energy efficiency? Second, do separate energy efficiency 

legal instrument necessary to improve national and local efforts on energy efficiency? 

The need for legal framework in the area of energy efficiency becomes crucial due to the 

fact that market failures do not allow economic instruments alone to reach the objectives 

of energy effic iency which in tum call s for regulation. Legislatures or governments of a 

country, state, or jurisdiction, as the case may be, have a leading role in devising and to 

put in place appropriate legal instruments necessary for the effective and successful 

application of energy efficiency measures. Such lega l instruments can be devised ei ther 

independently, i.e. as a separate component, or in conjunction with other lega l 

instruments, for instance, renewab le energy resources. The areas of energy efficiency 

more susceptib le for market fai lure and needs policy, lega l and regulatory frameworks 

can be classified under four components. These are: 1) appliances & equipments; 2) 

industry; 3) bui lding; and 4) road transport. 154 

Moreover, energy efficiency laws can be framed at a national level, e.g. Thailand Energy 

Conservation Act of 1992, 155 India Energy Conservation Act of 200 I, China Energy 

Conservation Act of 1997,156 Canada Energy Efficiency Act (1992), 157US Energy Policy 

Act of 2005, UK Energy Efficiency Programmes & Targets,158 or at the level of a group 

of countries, e.g. the case of directives in the EU, Eco-Design Framework Directive of 

l5' lbid, pp 27·105 

IS5Text ava ilable at: Iillp://wlI'll'.aseallellcrgv.on:/ellergv organiSQliolls/eecssll/lhailalldleec SSII Ih.11l1II1 

and hItP://lVlVlV.eppo.go.llil c/oc 

I sUTex t a va i la b Ie at II If p://wwlI',//J/escap. org/esdleflerg )//publ leat iOlls/colllpelldlceccpa rt4 c/wtJler4.llfml 

157Tex t avai lable at: 11f1f}:///aws';lIs1ice. gc.ca/eIlIE-6.41/exl.hll1ll 

I5'See the 2007 Energy White Paper UK; Text avai lab le at: 

hi tpJ !www.berr.goY.uk/ rcnewab leconsultalion .lex l. htm 1 
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2005, Directi ve 2004/8/EC of the European Pariiament l590r at the level of a sub-national 

region within a federal structure, e.g., US Department of Energi6°and California,' 61 

r ndia 162and Maharashtra. 163 

When we take those countries, states, or jurisdictions, which are known for their 

successful achievement in the a rea of energy efficiency, e.g. US, Ca lifornia, Canada, EU, 

Egypt, Algeria, a ll developed detai l legal instruments in the area of energy efficiency. 

Howeve r, such energy efficiency policy and legal instruments may either be framed 

independently or together with other related or simi lar fields like renewable energies . In 

sum, there is no "one-size fit all " model of energy efficiency po licy and legal frameworks 

and hence countries, states, or jurisdictions can follow the direction they found 

suitable based on their po litica l, economic, soc ial , and cultural peculiar conditions. 

3.3.2 Regulatory framework of energy eflici ency 

Regu lation of energy effi ciency mainly focuses on those areas that are more susceptible 

for market fai lure and ca ll s not only for po licy and legal frameworks but also regulatory 

tool s to reduce and then avert such market fai lure. Regulations of energy efficiency cases 

in thc areas of appliances & equipments, industry, building, and road transport are usually 

effected by means of either performance standards or labels or codes. 164 For example, 

refri gerator and freezers, lamps, wash ing mach ines, air conditioners (depending on 

c limatic conditions) are among the appliances to be either labeled or be given MEPS. 165 

Accordingly, the aim of MEPSs is to improve the energy efficiency of new appliances by 

impos ing a minimum energy efficiency rating to remove the least efficient product from 

the market wh il e labels l66are designed to provide consumers with information, which 

159Tcxt ava i lab Ie at: hlt()://euro()a . eu. illt/co/1//JI/energvldemalldl /egis/alioll/ lieal pO Iller ell.hl/1I1 

160 Sec Energy Efficiency Network at w\Vw.eerc.cncrgy.gov 

161California app liance efficiency standards regulations; Text avai lable at: 

h(!()://lVII'HI. ell ergl'.ca.gov/reportsI2003-09- f 0 400-03-016.pd( 

162Tcxt ava ilab le at: hup://w\Vw.bec-india.com/illdex.Dhp 

163Tex t avai [able at: hll/J://\V\\I\II,lIIercilldia.colII/pdtlI6082002. zio 

164For example, California, mainly due to the mandatory appl ication of energy efficiency legal instruments, 

i.e. codes & standards, has a steady per cap ita consllmption of electricity for the past 30 years, while the 

rest of LIS experienced a 50 per cent growth in electricity consumption (and slower econom ic growth than 

in Ca lifornia), UNEP Hal/dbook, sl/pra note 153, p 64 

165 Energy Efficiel/cy Policies, 20OS. supra nOie 14 , p 46 

1M The US ENE RGY STAR(R) label is usually laken as an excellen l example of an endorsemenl tabel for 

the best available energy efficient appliance 
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enables them to compare the energy efficiency of the different appli ances on sale that 

ultimately stimulates technological innovati on.167Whichever approach, or a combinati on 

of approaches used a country, state, or j uri sdiction or its govell1ment must decide whether 

to make them mandatory or vo luntary. 168 

Regarding buildings codes l69and standards l70 are the two most important regulatory 

instruments for energy effi ciency. Accordingly, EU introduced a directive on the energy 

perfo rmance of new buildings and made mandatory building certificates for the sale or 

rent of dwell ings, mainly to enable the buyer to access information on the energy 

consumption of the dwelling. 171 On the other hand, as far as developing countries are 

concerned, mandatory bui lding standards mainly apply to non-residential buildings. 

However, countri es such as China, Egypt, and Algeria also have implemented standards 

of energy effic iency performance for dwellings. 172 

167Ellergy Efficiellcy Policies, 2008. supra note 14" p 44; ___ ; North American Energy Efficiency 
Standards alld Labeling, North American Energy Working Group; Internet: 
http://www.cncrgyefficicncy.standards& labc!s.org ; last vis ited July 172008 P 6; Here two important 
examples suffice to show how MEPSs or labeling, or their combination playa great ro le in energy 
effi ciency cases of app li ances, equ ipment, and light; Thefirst is that "in 1980 Ch ina decided to distribute 
refrigerators throughout the capital city of Beijing. It did so wi th resounding success, supplying 
refrigeralors to over 60% of Beijing households by 1990, where only 6 per cellt had them ill 1980. The 
reconditioned refrigerators from Japanese facto ries were thought to be cheap. They were not cheap, 
however, when the costs or the electric power supply necessary to run these very ineffi cient machines 
become apparent. In fact, the purchase and supply of inefficicnt equipment cost more than three times what 
would have been the cost of supplying the most efficient refrigerator on the world market". The second 
example is "the US $150 mi ll ion refurbishment of thirteen incandescent bu lb factories in Hungary in 1990. 
The US $ 150 million [investment] could have been used to fi nance more than twenty new compact 
fluorescent factories, which could have avoided the construction of 12, 000 MW power plants result ing in 
savings of US $ 20 billion and minimizing air pollut ion in a country already suffocat ing in smog". See 
Hodas, illFa nole 168, pp 47-48 
I"Hodas, David R. , Appliallce Ellergy Efficiency Labels alld Stalldards, in: UNEP Halldbook, supra nole 
152, p 53; Standards cou ld be either mandatory or voluntary. By definition mandatory standards are 
regu lations to which all participants have to comply, albeit, there are wide variety of approaches that use 
mere voluntary standards to achieve defin ed energy effi ciency target. Nevertheless, policy makers, 
legislators, or regulators have to identify specific energy efficiency areas which need vo luntary standards 
from mandatory standards where detail regulati on will specify the different cri teria to be followed and the 
penalties for non-compliance 
169 The term "codes" refers to mandatory energy effic iency requirements for new construction in bui ldings. 
New construction may refer to an entirely new build ing being erected, or may refer to the construction of a 
new energy-using system (such as a lighting system or an air cond ition ing system) in an ex isting bu ilding. 
Go ldsle in , David B. , Ellergy Efficiell cy ill Bllildillg Sector, in UNEP Halldbook, slIpro nole 152 , p 65 
17°Standards refer to minimuJl1mandalory requirements for eq uipment llsed in bui ldings, sllch as air 
condit ioning units, fu rnaces or bo ilers, refrigerators, water heaters, clothes washing machines, dishwashing 
machinGs, elc, I-Iodas, sllpra no Ie 168, pp 47-48 
171 Id 

mEllergy Efficiellcy PoliCies, 2008, slIpra nOle 14, p 42 
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WI . d . 173 · dd " d d I 174 d 
len we come to In ustn es, III a ItlOn to stan ar s, vo untary agreements an 

CHP 175 are now taken as important energy efficiency regulatory tool s. Fuel economy 

standard for vehicle manufacturers and fuel consumption labeling are the two widely 

used energy efficiency regulatory instruments in road transpott sector. 176 

3.3.3 Institutional frameworks of energy efficiency 

The two related specific issues with respect to institutional aspects of energy efficiency 

that will be addressed under this sub-chapter are: Are public energy efficiency agencies 

necessary for improving and making sustainable national efforts of energy efficiency? Is 

there any "one-size fit all " model that could be easily adopted by both developed and 

develop ing countries alike in institutionalizing energy efficiency efforts? 

Devising policy and lega l frameworks per se could not solve the multifaceted problems 

of energy efficiency. Hence, in add ition to stronger energy efficiency policy and legal 

instruments, an effective energy efficiency institution is also becoming a determ ining 

factor "to reverse the declining trend of energy efficiency improvement and capture 

abundant cost effecti ve energy efficiency potentials, instead of relying on ly on the impact 

ofhighcr energy prices". 177 

173 As developed countries are shifting fr0111 energy intensive industries (c.g. steel, paper, cement and 

chem icals) to non-energy intensive industries (e.g. service, electronics and food) developing countries 

undertaking these energy intensive industries need to work in energy efficiency not only to make costs of 

energy down and be competiti ve in the international market but also for the genera l sustainable 

ellvironment. This is because energy intensive industries are said to remain the largest energy consumers 

for both developed and developing countries; Warren, Ernst, Price, Lynn; Brown, Michael; and Bell Jeff;; 

Illdusfly alld Commerce, in: UNEP Halldbook, supra note 153, p 27 

174 Vo luntary agreements are "essentially a contract between the government and industry, or negotiated 

targets with commitments and time schedules 0 11 the part of all participating parties". The essentia l steps for 

reach ing a vol untary agreement are the assessment of the energy-effi ciency potential of the participants as 

well as target se tting through a negotiated process. Partic ipation by industries is motivated through the li se 

of "carrots" and "sticks", which refers to incenti ves and d isincentives, e.g. Denmark, Netherlands, South 

Korea, UK lIses voluntary agreement and included in their respective lega l frameworks, Ibid, p 37 

175 1bid, P 4 1; CHP (a lso known as cogeneration) is the si multaneous generation of two or more useful 

products from the same combustion process; e.g. US , EU, India, (Maharashtra sta te introduced in 2002 new 

regulatory arrangements that provide incentives for owners of sugar mills and other CHP plant opera tions 

lIsi ng biomass fuel) China, uses CHP and included in thei r respective legal frameworks 

176 Bradbraak, Adr ian, Energy Efficiellcy i ll Road Trallsport, in: UNEP Halldbook, sllpra nate 153, pp 86-

105 
177 Ellergy Efficiellcy Policies, 2008, slIpm note 14, p 26 
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Moreover, setting up a specia l institution, or giving responsib ility for implementation and 

support of energy efficiency cases to an existing institution already established for other 

similar/related affairs varies from one country, state, or jurisdictions to another. In 

general, however, in order to ensure that they can work without too much variation it is 

important to consider when setting up such an institution of its independence from central 

government budgetmy constraints. In Europe, for instance, many countries have a 

national energy efficiency agency; several countries have created a new agency since 

2000, such as Germany and Norwa/ 78e.g. ENOVA of Norway was officially established 

by parliament on 22 June 2001. 179 

These agencies l80are usually public institution funded by the state budget and in 

developing countries are often supported by overseas technical assistance fu nds. 181 The 

primary objectives of such institutions are to provide technical expertise to govemments 

and consumers something that can not always be found in existing institutions. 18z In 

addition, these agencies act as promoter of energy effic iency vis-it-vis energy companies, 

and as a coord inator of all governmental initiatives in the field of energy efficiency so as 

to avoid scattered and uncoordinated actions by different ministries. 1830n the other hand, 

in countries with federal or decentral ized structure, such as US, India, Canada, Spain, 

Germany, etc . energy efficiency agencies have been set up at regional or local 

admin istrati ve level. 184 

'''[bid, p 38 
179 Energy Policies of lEA COllI/tries, slIpra note 149, p 34 

180 An energy efficiency agency can be defined as: "a body with stronger technica l skills, dedicated to 

imp lementi ng national energy efficiency policy and lega l instruments"; Energy Efficiency Policies, 2008, 

supra 110te 13, p 38 
lS I [bid, P 39 

1S2 [bid, pp 39-40 
1S3 ld 
1S' ld 
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Chapter IV 

The Legal and Institutional Frameworks for Regulating Renewable 

Energy Resources in the Ethiopian Context 

This chapter addresses four broad issues. These are: What are the main renewable energy 

resources most avai lab le in Ethiop ia that could be used in transforming the society from 

traditional to modern energy utilization, especia ll y to electricity? Can we conclude that 

the existing policy, lega l, institutional, and regulatOlY tools as deficient and liable for the 

absence of any meaningful private sector participation in the generation of electricity? If 

so, what alternative policy, lega l, institutional , and regulatory instruments are sought for 

correct ing the deficiencies and enable to provide reliable, affordab le, and safe modern 

energy to the soc iety at large? What are the effects of government interference both in the 

operation and regulation of electri city industry of the country? 

[n order to treat these issues the chapter is divided into three sub-chapters. The first sub­

chapter explains the legal , institutional , and regulatory frameworks in relation to 

hydropower as the main source of electricity; the second sub-chapter deals with the legal , 

institutional, and regulatory instruments in relation to bioenergy, solar, wind, and 

geothermal as source of electricity; and the third sub-chapter di scusses on the effects of 

government interference both in the operation and regulation of the electricity industry of 

the country. Now let 's discuss each sub-chapter separately. 

4.1 Hydropower: Policy, Legal, Institutional, and Regulatory Frameworks 

4.1.1 General 

In the Ethiopian situations hydropower is one of the most abundant natural energy 

resources l85 with more than 45,000 MW potential. 186The classification of hydropower 

resources for the purpose of generating electricity in the Ethiopian context varies among 

185 Wo lde-Giorgis, W., Rell eHiables alld Rural Energy for Developmellf ill Ethiopia; A fr ican Energy Policy 
Research Network (AFREPREN); June, 2002, p 47 
1S6 EEPCO 50'" Yea r, May 2007 , supra note 17, p 40 
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scholars. 187 For the purpose of convenience, however, I took the latest publication as the 

basis for the present study. Accordingly, hydropower resources for the generation of 

electricity can be classified into six categories l88 These are those hydropower with 

capacity limit of: 1):::",10 KW which is called Pica hydro; 2) 11 KW - 500 KW Micro 

hydro; 3) 501 KW - 1000 KW Mini hydro; 4) I MW - 10 MW Small hydro; 5) 10 MW -

30 MW Medium hydro; and 6) above 30 MW Large scale hydro. 189 The main purpose of 

such classification is useful primari ly to know the potential resource avai lability of the 

country and then formulate the right legal, institutional and regulatory instruments most 

suitable based on the classification and their utility as well . 

Thus Pica hydropower serves few families with small size while micro hydropwer 

supplies suit very well for small compact villages. 190 For example, the 5.5 KW unit of 

pica hydropwer developed by EECMY in 2002 is supplying 50 households in Sire 

village; 191 170 KW micro hydropower deve loped by Sidamo Development Corporation in 

2002 with the aid of Irish Development Co-operation and Austrian consulting companies 

is supplying for Yaye town. l92 In addition the 350 KW Yadot, 800 KW Dembi, 5 MW 

187 See for example Woldc-Giorgis, W., supra note 184; Energy Access Project, infra note 187; Feibel, 
Hedi, All IfiterdisciplillaJ], Approach to the Dissemination of Mini Gnd Micro Hydropower - the Case of 
Ethiopia, PHD Dissertation der Tec!lI1ischell Universitat Darmstadt, Germany, 2003, p 14 
188 ; Energy Access Project: Baseline Survey, Monitoring Gnd Evaluatiol1Jralllework Gnd Hydro 
Market Development Strategy; a study conducted by lED in association with en tee, and submitted to 
Ethiop ian Electricity Agency, 28 May 2003; hereinafter called Ellergy Access Project, p 8 
189 lbid; Othcrs class ifi ed those hydropower plants into on ly, e.g. micro (I KW-IOO KW), mini (100 KW­
I MW), and small-scale (I OOW-I OKW) see Wolde-G iorg is W., in: Rellewables alld Ellergy [or Rural 
Developmellt ill Sub-Sahara Aji-ica, Mapako, Maxwell , & Mbewe, Abel (eds.) , African Energy Policy 
Research Network (AFREPREN), 2004, P 237; all hydropower with less than I MW capacity as small 
hydro, see __ ; Off-grid Rural Electrificatioll Master Plall Study, Rural Electrification Executive 
Secretariat, June 2006, hereinafter Off-grid Master Plall, p 136 
190 N.B. Ordinary il1gera milad has the capacity to absorb 5 KW; Energy Access Project, supra note 187; 
On the other hand, as compared with micro hydropower picD hydro « 10 KW) are said to be little concern 
for rllral off-grid electrification due to the fact that potential areas in the country are very much limited; and 
see __ , Some Remarks for the Necessity oflhe Introduction of a Feed-in Law for Electricity ill Ethiopia, 
p 2, a 32 pages (unpublished) analysis I found at GTZ office during my personal communi cation with Mr. 
Bart Jan van Beuzekol11 , AMES-E Technical Manager, 011 the feasibi lity of introducing Feed-in Tariff Law 
to Ethiopia and the German experience on the area. r am grateful to Mr. Bart Jan van Beuzekom for 
allowing me to have wide discussion on the issue and for making avai lab le all the relevant materials for 
further use 
191 In general "Plants in the range of 5 - 20 kW are mainly designed to produce mechanical energy for 
mills and similar appli cations [while] systems with capacities above 20 KW can deliver mechanical energy 
for agro-process ing as well as electrical energy for households, commercial and industrial purposes." See 
Fiebel, supra note 187, p 92 
192 Energy Access Project , supra note 188, pp 8-27 
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Sor, and 11.4 MW Tis Abay I micro, mini, small, medium hydropower plants, 

respecti vely developed by EEPe O as parts of its s e s , and Ie S (i .e. Tis Abay I) are 

serving wide areas with di verse population sizes based on the energy capacity 

generated .19J However there is no practical experience found on those hydropower with 

capac ity limits falling between 500 KW-IO MW developed by private investors l 9
\ 

NGOsI 95
, cooperati ves, etc. On the other hand, there are many large scale hydropower 

plants deve loped by EEPe O that range between 32 MW (Awash II & III each) to 184 

MW (Gilgel Gibe I) with tota l insa lled capacity of 669.9 MW.I 9G Usually Pica, micro, & 

mini-hydropower plants mainly use run-off river (i .e. no need for dam) and have minimal 

environment impact and at the same time usually they are suitab le for off-grid rural 

electrification. 197 

All these factual situations show us that EEPeO has a complete grip in the development 

of mini, small, medium, and lmge scale hydropower projects while private pal1icipation 

is very minimal and restricted only to a very few pica and micro hydropower 

developments. The main reasons usually propounded are that hydropower developments 

are: I) capita l intens ive, i.e. "USD 800-3000/KW,d98 for large scale hydropower projects 

193 EEPCO 50'h Year, supra note 17, I' 4 1; Ellergy Access Project, supra note 188, PI' 8-27; Other than 
these mentioned proj ects, w ithin these capacity limi ts, there is no other operat ional hydropower plants 
deve lopcd e ither by priva tc inc luding NGOs or EEPCO, albeit it is rcpeatcdly said that there are around 
I 11-200 siles throughout Ethiopia identified, studied and found suitable for pica, micro, mini & small 
hydropower development; see a lso Off-grid Master Plal/, supra note 189 
194 The moti vation o f investors is mainly profit and, in addition, the association of hydropower projects 
with different types of risks, e.g. hydrological, regulatory, po litical, etc. make the price of electricity from 
such investment expensive and not an attractive alternative unless other support mechanisms are found, e.g. 
investing in one's place of origin, etc. 
195 Primarily NGOs are 110t profit driven, e.g. EECM Y and Sidama Development Corporation. 
196 On ly 6 18. 35 MW is said to be the dependable capacity; Also see EEPCO Facts in Brief, 2007; Cursory 
review of the different documents of EEPCO shows that there are hydropower projects under construction 
intended to bc opera tional within the next four ycars that inc ludes Tekeze (300 MW), Beles (460 MW), G. 
Gibe II & III (420 MW & 18 10 MW, respectively) and others, more than 22 hydropower projects, studied 
and programmed for construction from 2009-2026 wi th total installed capacity 137 10 MW; See for 
example, ___ , Ethiopian Electric Power Corporat ion: Highlights 011 Power Sector Program (Generation 
and H. V. Trallslll ission Systelll [2009-2018 CC]), June, 2008, PI' 5-9; found at EEPCO Corporate Planning 
Dept. ; EE PCO 50'h Year, supra note 17, PI' 40-44 
197 ___ ; Technical and Economic Assessmellf oj Off-Grid, Nfini-Grid, and Grid Electrification 
Technologies, Energy and Mining Sector Board The World Bank Group, Energy Sector Management 
Ass istance Program (ESMAP), Tcchnical Pape r 121 /07, Dcccmbcr 2007, I' 23 
198 Head, supra note 28, p 5 
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and more expensIve fo r sma ll-s ize due to absence of economIes of sca le; 199 2) 

requi rement of high tech nical and professional skill s in the field of power sector 

development (mainly in the fi e lds of engineering, economics, law, and accounting); 3) 

long construction period (i.e. 3-6 years); 4) associated with different types of risks, e.g. 

hydrological risk (e .g. drought, fl ood, etc.), geo logical risk (e.g. unforeseen ground 

conditions), political risk (e .g. change in law) , market ri sk (e.g. if fo r one reason or 

another the single-buyer is unable to buy the electrici ty produced, i.e. termination of the 

PPA), etc200These are some of the general factual situations of hydropower resource of 

the country and the possible approach for its deve lopment. Now let 's see policy, legal, 

regu lato ry, and institutiona l framewo rks in relation to hydropower resource of the 

country, i.e. the gaps and its possible rev ision or amendments. • 
4.1.2 Policy framework 

The National Economic Policy: The first policy framework that deals on energy resources 

in general and electrici ty in pallicular is the 1998 National Economic Policy of 

Eth iopia 201 Th is po li cy instrument a llowed for the first time for the private participation 

in the generation of electric ity that includes inter alia hydropower resources of the 

country202 The other two important national policies and strategies that need special 

mention here are the Rural Development Policies and Strategies,203 and Industry 

Development Strategy204 These two national policy & strategy documents stipu late inter 

alia the importance of producing electrical energy from renewable energy resources, 

199 For example, the project cost of Yadot micro hydropower is US D 1.7 million, i.e. more than USD 
4857/KW, and that ofYaye is Eth . Birr 3 million, i.e. USD 2150/KW, see Ellergy Access Proj ect, supra 
note 187, pp 22-25 
200 I-lead, supra nole 28, p 72 

201 ___ ; Ethiopia 's Ecollomic Reformsfor 1998199-200011: (The Policy Framework Paperl , Prepared 
by the Government of Ethiopia in Collaboration with the International Monetary Fund and the World Bank, 
September 28, 1998, hereinafter National Economy Policy Framework, p 32 . This policy fram ework is the 
amended version of the November 199 1 National Economy Policy, which is the first policy instrument 
since the downfa ll of Derg in 1991 and shifted the role of the Government in the economy from one of 
centrally planned based on the socialist ideology to market oriented led by mainly pri vate sector. In 
add ition, the 1991 Nationa l Economy Pol icy set the genera l principles for all sectoral and multi-sectoral 
pol icies drafted since that partly we wi ll see hereinafter. However the 1991 Nat ional Economy Policy 
didn 't ment ion about the possib ili ty of private participation in power sector development. 
202 Ibid 
203 Rural Development Policies & Strategies, Hidar (November) 200 I, the Amharic version hereinafter 
Rural Development Policies & Strategies 
204 Industry Development Strategy, Nehase (August) 2002, the Amharic version hereinafter Industry 
Development Strategy, 2002 
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especially from hydro, so lar, and wind at both large-sca le and "small- scale" levels to 
make a shift from traditiona l to modern energy usage and create conducive conditions for 
fUliher productive deveiopment205 

The Energy Policy: The other important policy document that underscore on hydropower 
is the 1994 Energy Policy .206 This policy framework is favorably skewed towards the 
development of renewable energy resources of the country especially hydropower 
resource taking it as the most abundant resource of the country207 Accordingly the policy 
gives high priority to hydropower resource deveiopment208 and takes it as the backbone of 
the country's energy sector development strategy20' . Nevertheless, the po li cy is not 
supported by detail strategies that could clarify and put important target to accompli sh the 
genera l policy frameworks. Hence, in order to accommodate important changes made in 
the country in the last fifteen years the policy needs updating and appropriate revi sion. 

Water Resource Management Policy: The existing Ethiopian Water Resource 
Management Po li cy has important parts dealing on hydropower. This policy instrument 
primarily ensures that hydropower development is an integral part of the mUltipurpose 
use of water. 210 To accomplish its primaty aim the policy stipulates that there should be 
short term, medium term, and long term sequence for the development of hydropower 
resources. 2It In add ition, the policy gives due emphasis on local capacity bui lding in 
order to enable domestic stakeholders to canyout hydropower projects 212 

Environmental Policy: The current Environmental Policy of Ethiopia stresses its concern 
that the modern energy sector, as one of the least developed in the world, to be 
responsible for the 90 per cent of the needs of energy to be met through traditional energy 

205 Rura l Development Policies & Strategies, pp 103 & 23 1-232 ; and Industry Development Strategy, pp 157-1 59 
206 Energy Policy of the Transitional Government of Ethiopia, Ministry of Mines and Energy, May 1994, here inafter Energy Policy 
207 Ibid, introductory statements 
208 Ibid, Art 5( 1) & 4(1) 
209 Ib id, Art 6( 1.3) 
210 Ethiopian Water Resources Management Policy, the Federal Democratic Republic of Ethi opia, Ministry of Water resources, hereinafter Water Resources Management Policy, Art 2(3.3.3.1) 
211 Ibid, Art 2(3.3.3.4) 
212 Ibid, Art 2(2.3.3.3.7, 8, & 9) 
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resources, i,e , biomass fue ls particularly wood, charcoal , and anima l dung213 The policy 

highlighted that hydropower plays an important rol e in meeting Ethiopia 's energy 

demand and at the same time highlights that hydropower per se causes no harm to the 

environment2 14 However, the Policy emphases that, in order to e liminate or at least 

minimize damage on nawral resources base and/or environmental we ll-be ing, 

hydropower deve lopment should comply ngoro us env ironmental assessment 

procedures, 215 

These are some of the important po licy and strategy instruments that underscore 

hydropower as one of the most abundant environmental friendl y energy resources of the 

country, Moreover a ll these po li cy documents emphasized that hydropower resources of 

the country should be developed both by government and private sector investments, One 

important strategy element suggested in the Industry Deve lopment Strategy is that such 

investment in renewable energies espec ially in solar, wind, and "small" hydropower in 

rural areas should be based on "cost recovery" principles216 Accordingly in order to 

implement the strategy different types of approaches have to be sought that are tested and 

fo und effective in different parts of the world that is compati ble with the country 's 

peculiar conditions, For example, the two main support mechanisms applied in other 

countries of the worl d to promote renewable energy resources for the generation of 

electri city are RPS and FIT law, Of course, tax and investment incentive, investment cost 

recovery, grants, etc , are the other methods that could a lso be used, in add ition to, or 

separately from, the above two mechani sms?1 7 This is one of the important areas that the 

future national energy po licy & strategy needs to deal with in detail. 

4.1.3 Legal framework 

Us uall y in federall y strucwred coun tries like Ethiopia energy resources legal framework 

principles emanate from the constitution itse lf. This is because that there are elements 

that need treatment both at the federal and state level. For example, large sca le generation 

21J The 1997 Environmen tal Policy o f Ethiopia, Preamble, the FORE 
here inafter Environmenta l Pol icy 
'" Ibid, Art 3(5g) 
115 Ibid, Art 3(5e) 
216 Industry Developmen t Strategy, P 157 
21 7 See footnote 11 9 and accompanying texts 

Environmental Authority, 
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of electric ity from hydropower sources constructed by federal budget,21 8 electricity distribution network cross ing two or more states, and high power transmission of electricity through the "national grid" ,219 etc need federal legal and regulatory frameworks wh il e others that can be dealt by a state can easily be handled at state level. This is the main reason that countries with federal structure, such as India220and Nigeria22 1included e lectricity as a concurrent legislative li st in their respective constitution. 

The 1995 FDRE Constitution ,222however, doesn't mention anything about energy in general and electricity in particu lar, i.e. energy related matters are neither included in the powers and functions of the federal governmentm , nor that of States224. Since " powers not given expressly to the federal government alone, or concurrently to the federal government and the states are reserved to the states,,225 Thus, the federal government 's different energy related laws (i.e. proclamations, regulations , directives, etc.) can be taken as unconstitutional. 226 In other words, constitutionally, states are the on ly organs that have complete power on energy related legal and regulatory aspects. In sum, one can easily argue that the existing factual situation whereby enacting the different laws and establi shing organs pertaining to energy/electricity matters at federal level does not comply with the 1995 FDRE C0l1stitution.227 

21 8 Definition of Powers and Duties of the Executive Organs of the Federal Democrati c Republic of Ethiopia Proclamation No.47112005, Federal Negarit Gazeta, 12" Year No. I , 17" November 2005, Art 27(6) 
21 9 Electricity Proclamation No. 86/ 1997, Federal Negarit Gazeta, 3'd Year No. 50, 7'" July 1997, hereinafter Electrici ty Proclamat ion; Art 17( 1) of the Proclamation provides that "The Government may, by notification, specify Gny transmission line having lIolless IIiall J 32 KW as national grid. " 220 See footnote 92 and accompanying texts of Chapter II I 221 GTZ AMES-E, supra note 13 1, p 253 

222 Constitution of the Federal Democrat ic Republic of Ethiopia Proclamation No. 111995, Federal Nega rif Gazeta , l SI Year No. I , 21 st August 1995 , hereinafter the FORE Constitution 22J [bid Art 5 1 
224 Ibid: Art 52 
225 Ibid, Art 52( I) 
226 For example see Art 51 (9) of the FORE Constituti on, which provides " ... the development, administration, and regulation of air, rail , waterways and sea transport and major roads linking two or more States, as well as for postal and telecomm uni cation services." are the responsibil ity of the federal Government. 

227 For example, Electri city Proclamation established the EEA as a federal organ and laid down the legal framework for regulating the electricity industry of the country; Proclamation No. 26912002 established the EREDPC as a federa l organ for developing and promoting energy related technologies suitable for the rura l commun ity; Proclamation No. 317/2003 that es tablished the REF as a fede ral organ to provide 
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Thus, in order to maintain the status quo, especia ll y energy lega l and regul atory frameworks at the federal level , the Constitution has to be amended and include energy/electricity in the concurrent legislative li st (possib ly new article) of the Constitution. On the other hand, the federal government has constitutional power and function to determine and administer the utilization of the waters, rivers and lakes linking two or more states or crossing the boundaries of the national tetTitorial jurisdi ction. 228 

When we come to the different legislations first we get Proclamation No. 471 /2005229, which defines the powers and duties of the executive organs of the federal government whereby MOME is authori zed to undertake studies concerning the development and utili zation of energy, and cause the expansion of the energy development of the countrl30 In add ition, Investment Proclamation23 t allowed private investors (i. e. both domesti c and foreign) to participate in the generation of electricity us ing all renewable energy resources that includes hydropower. 212 

Electricity Proc lamation that established the EEA as an "economic regulator" laid down the different legal frameworks appropriate for regulating the electricity industry of the country. These includes inter alia: 

~ supervise and ensure that the generation, transmiss ion, di stribution and sale of 
electri city are carried out in accordance with the Proclamation as well as 
regulation and directives issued thereunder; 

~ determine the quality and standard of electricity servtces and ensure the 
implementation thereof; 

~ issue certificate of profess ional competence to electrical contractors; 

financial support and techni cal assistance for rural electrification; Ethiopian Electric Power Corporation Establ ishment Regulation No 1811 997, Federal Negari Gaze/a, 3,d Year No 5 1, 7'h July 1997 hereinafter EEPCO establishment Regulation, etc. 
"8 FORE Constitu tion, Art 51 (II) 
229 Definition of Powers and Duties of the Executi ve Organs of the Federal Democratic Republic of Eth iopia Proclamation No.4 71 /2005 
230 Ib id, Art 3 1 ( I & 5) 
231 Inves tment Proc lamation No. 280/2002, Federal Negari/ Gaze/a, 8'h Year No. 27, 2'd July, 2002 232 Ibid; It is to be noted that pursuant to Art 5( la) of the Proclamation only transmission and supply of electrical energy through the Integrated National Grid System is the area of in vestment reserved fo r the Government. 
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~ tssue, suspend and revoke license for the generation, transmission , distribution 

and sale of e lectric ity in accordance with the Proclamation as we ll as regulation 

and directives issued thereby; 

~ study and recommend a tariff and upon approval supervise the implementation 

thereof.2JJ 

As far as electricity generation from hydropower source is concerned it is the EEA that 

issue licenses 2 34 Accordingly, based on the life of the project, the duration235 of the 

license can be for fOtty years of operation wi th possibilities of renewals, though2J6. Of 

course, getti ng water use permit from the MOWR or its designated supervi sing body is 

the other mandatory requirement before starting any hydropower construction for the 

generatio n of electricity purposes.237 It should be noted that use of water for hydropower 

purpose is onl y to move the turbine and after doing so the water will be released to join 

its normal course. Thus, the argument propounded here is that use of water fo r generating 

electrical energy should be made free from water use charges as had been provided under 

Art 26 of the Electricity Proclamation. The other impOttant lega l framework in the 

electricity generation at picD, micro, and mini hydropower level , espec iall y in the rural 

areas, is the REF secretariat,238 which has powers and duties to, inter alia, give loans to 

concerned off-grid e lectricity developers and suppliers for rural communities.2J9 

4.1.4 Regulatory framework 

We have said that Ethiopia has abundant hydropower resources most suitab le for making 

a shift from traditiona l energies to modern energy utili zation through electric ity. But the 

233 Electricity Proclamat ion, Art 6( 1, 2,3 , 4 & 5) 
234 Ibid, Art 6(4) 
"' Ibid, Art 18(la) 
136 Ibid Art 18(3 & 4) 
237 Ethiopian Water Resources Management Proclamation No. 197/2000 , Federal Negari Gazeta, 6th Year 
No. 25, 9th March 2000, hereinafter Ethiopian Water Resources Management Proclamation, Art 11 ( I a); 
Pursuant to Art 31 of the Regulation , Water Resource Management Regulation No I 15/2005 , Federal 
Negaril Gazeta, 11 Ih Year No 27, 291h March, 2005 hereinafter Water Resource Management Regulation, 
charges for use of water shall be determined by the Counci l of Ministers. However, before these water 
resources management laws it was the EEA. representing the concerned authority, that was empowered to 
issue the requ ired w ater use permit, see Electricity Proclamation, Art 26 
238 Rural Electrifi cation Fund Estab lishment Proclamation No. 3 1712003, Federa l Negarit Gazeta, 9 th Year 
No. 35, 6'h February 2003 
2J9 Ibid, Art 10 
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issue that arises here and needs answer is: What type of regulatory framework is most 

appropriate to make wise use of thi s abundant natural resource for modern energy 

utilization for the general pub lic? 

In federa ll y structured countries like Ethiopia, establishment of dual regulatory system is 

a necessary requirement for the proper administration and utilization of hydropower 

resources, especia lly for modern energies. Thus, at the federa l level we find two 

government organs legally authorized to regulate hydropower resources of the country, 

MOWR, and the SBEWRM. By the same token nearly all regional states have water 

resource bureaus or related organs240 empowered to undel1ake water resources related 

regulatory activities in the respective states level. Moreover, in order to use hydropower 

for the purposes of generating electricity getting water use permit either from the MOWR 

or the delegated supervising authority241, or regiona l states water bureaus, as may be 

appropri ate, is a mandatory requirement. 

The other equally important points to be raised here are the question of the rights of 

riparian and land use in the generation of electricity from hydropower particularly at 

"small-scale" level.242 Accordingly as far as water use permit is concerned Art 1244 of 

the Civil Code241 provides: "only those undel1akings which have been granted a 

concess ion by the competent authority may do work on rivers with a view to di stributing, 

or selling hydraulic power." The issue of identifying competent authority to grant 

concession or "exclusive license" may vary and sometimes be di fficu lt to solve the 

problem especially when conflicting interests are involved. 

240 Sec the different organizational structures of states at infra note 374 and associated texts 
24 1 Sec Ethi opian Water Resources Management Proclamation , Art 11 ( la) and Water Resource 
M anagement Regulation, Art 3 1 
242 This is because mainly at thi s level fun-off rivers could be used. On the other hand if dams will be used 
detail environmental impact assessment mllst be prepared based on the appropriate laws, e.g. 
Environmental Impact Assessment Proclamation No 29912002, Federal Negarit Gazeta, 91h Year No I I , yd 

December 2002; Electric ity Operati ons Regulation, Art 3( I c & 3), that may inc lude relocation of the 
affected residents; see also Expropriation of Landho ldings for Public Purposes and Payment of 
Compensation Proc lamation No 45512005 , Federal Negaril Gazeta, II 'h Year No 43 , 15'h July, 2005, Art 3 
24l C ivil Code of th e Empire o f Ethiopia Proclamation No 165/1960, Nega ril Gazela, 19'" Year No 2, 5'h 
May 1960 

45 



For example, MOWR and Ethiopian Environment Agency may be taken as competent 

authorities in providing concession or issuing "exclusive licenses" related to hydropower 

development on trans-boundary rivers between/among states. By the same token states 

water and environmental bureaus may be taken as competent authorities to grant 

concess ion or "exclusive license" on local or non-trans-boundary rivers. In addition, EEA 

could al so be taken as competent authority in issuing licenses244 for the generation of 

electricity from hydropower sources from both local and trans-boundary ri vers. In such 

situation identifying the relevant competent authority among these different federal and 

regional state institutions needs careful ana lysis of the lega l and loca l interests involved 

in each individual case and avoids or reduces possible conflict of interests. 

Moreover, land and a ll natural resources are taken as excl usive propelty of the state and 

the peoples of Eth iopia245 As regards land, rural or urban administrators or other 

appropriate higher regional or federa l government organs, upon payment in advance of 

compensation, are empowered to expropriate rural or urban landholdings for public 

interest purposes 246 Of course, such investments related with public purposes cou ld be 

carri ed out by public entities, private investors, cooperative societies or other relevant 

organs247 Since e lectricity generation, transmission and di stribution activities are one of 

public utility/service activities248 land related issues of the industry are also covered 

under thi s proclamation. This same proclamation also contains various 

relation to the determination of compensation to the di splaced persons. 249 

. . . 
provIsions 111 

On the other hand, Ethiopia is endowed with hydropower resources suitable for large­

scale, "small-sca le" (i.e. pica, Iniera, min.i, small), and medium sized power generation 

that are unevenly distributed throughout the di fferent parts of the country.250 

244 The power of EEA is to issue license, i.c. do nol include granting of concession or "exclusive license" 
245 FDRE Conslituti on, Art 40(3) 
246 Expropriation of Landholdings for Public Purposes and Payment of Compensation Proclamation No 
455/2005, Art 3( I) here inafter Compensation for Expropriation of Landhold ings Proclamation 
247 Ibid 
248 See FDRE Constitution Art 40(8) & c. C. Art 1463 
249 Compensation for Expropriation of Landholdings Proclamation, Arts 7- 11 
250 According to one scholar "careful" estimation it is suggested that in add iti on to large-sca le hydropower 
projects there are morc than 5000 potential sites fo r "small-scale" hydropower proj ects. See Fekadu 
Shewarega; Micro Hydropower - Currelll Constraints and FUlllre Prospects; in: Ethiopian Journal of 
Electrica l Engineers, Vo l. I No I, Ju ne 2000 
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Nevertheless, in the energy sector we find a single regu latory organ established only at 

the federal level, i. e. we do not find co rresponding electricity regulatory institutions at 

state level. Moreover, EEA is the only federal organ empowered to regulate the 

electricity industry of the country at both federal and state levels. 

The EEA is establi shed both as economic and technical regulator of the electricity 

industries of the country. The two most impOliant areas of regulatory activities of the 

EEA are: 1) li cens ing ; and 2) tariff study and upon approva l its implementation. 

Regarding its licensing authority the EEA has the power to issue, suspend and revoke 

license for the generation, transmission, distribution and sale of electricity in accordance 

with the electricity laws (i .e. E lectricity Proclamation as well as regulations and 

directi ves issued thereunder)25I Accord ingly, an applicant for license is required to 

submit to EEA, inter alia, 

» feas ibility study of the project (i.e. socia l and economic impacts, estimated costs 

and returns of the project, duration of the project, and construction and installation 

program and commencement date of the project); 252 

>- environment impact assessment (i.e. all potential damages to the environment 

along with mitigation, restoration or reclamation plan including resettlement 

program for di splaced res idents, and its estimated costs of implementation of the 

plans);253 

>- documents showing the applicant's financial situation , technical competence and 
. 254 

experience, 

>- construction and installation des ign;255 

25 1 Electricity Proc lamation, Art 6(4); In add ition, pursuant to Art 11 of the amended In vestment 
Proclamation, Investment (Amendment) Proclamation No 37512003 , Federal Negarit Gazeta, lOlh Year No 
8, 281h October, 2003, the EEA is mandated to issue, renew, and cancel investment permits in relation with 
the generation, transmission, distribution and sa le of e lectrical energy. 
252 Electricity Operations Council of Ministers Regulation No. 4911999 , Federal Negarit Gazeta, 51h Year 
No. 52, 20'" May, 1999, hereinafter Eleetrieity Operation Regulation, Art 3( lb, & 2) 
253 Ibid, Art 3( I c) Nevertheless, current ly env ironment impact assessment is given to Eth iopian 
Environment Authority or regiona l environmental agencies, as may be appropriate; See Environmental 
Impact Assessment Proclamation, Arts 3, 4, & 5 
254 Eleetrie ity Operations Regulation, Art 3(1 d) 
255 Ib id, Art 3( 1 e) 
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of course, including payment of fees for the publication on two successIve issues of 
newspapers which have wider circulation in the country, and adverti sements to be 
announced on the Radio and TV for three consecutive days256. 

All these mandatory li censing requ irements need high financial, time, technical & 
profess ional resources which may be beyond the ab ility of the applicant to bear it. For 
example, a person living in a remote rural area who wants to generate electricity to 
provide for a small vi ll age from a local small run-off river with an install ed capacity of 2 
KW is required to travel to Addis Ababa to get a license for the generation, and possibly 
di stribution & sa le of electricity to be issued by EEA. In addi tion the applicant is required 
to submit, together wi th hi s application , the above mentioned documents usually prepared 
by appropriate professionals that need costs, may be, above the investment cost of the 
project. These criteria albeit appropriate for large-scale power generation are not equa ll y 
important for "small-scale", particularly at pica and micro leve l electricity generation 
main ly using run-off rivers. In sum, dual regulatory framework should be dev ised so that 
states will be able to frame their lega l and regulatory frameworks based on their peculiar 
situations, e.g. resource availability, marketabili ty of the generated electricity, etc . Hence, 
EEA's regulatory activi ties have to be restricted to cases handled onl y at federal level. 

On the other hand, as regards tariff setting, the EEA does not have the power to dec ide 
the tariff of electricity on its own. The authority of EEA is restricted on ly to study and 
recommend the price of electricity and upon approval to supervise its implementation .25J 

If thi s is so, one can safe ly say that EEA is not a " pure" economic regulator in the strict 
mean ing of the tenn. However, Palt IV of Electric ity Operations Regulation provides the 
general principles and mechanisms of studying and deciding electricity tariffs.258In 
addition, EEA is mandated to issue detai led pricing procedure found appropriate to 
determine electri city tariff. 259From all these provisions one can argue that it wi ll be much 
better to give full power to EEA not only to study and recommend the tariff of electricity 
but a lso to decide electri city tari ffs based on the general principles provided under the 

' 56 Ibid, Arl 9( 1 & 3) 
25 7 Ibid, Art 6(5) 
258 Ibid, Arts 26-34 
259 Ibid, Art 32(2) 
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above mentioned electricity legal frameworks. Doing so will give additional confidence 

to investors on the independence of EEA as economic regulator which has its own 

positive effect in attracting private investment in the sector. 

4.1.5 Institutional framework 

The experiences of both developed and developing countries show that the credibility and 

success of a regulatory framework depends on the strength of concerned institutional 

instruments260 In other words the strengths and weaknesses of institutional frameworks 

have their own determining factors on the success and fai lure of regulatory frameworks. 

Hence, in order to make a shift from traditional energy utili zation to modern energies, 

electricity, through hydropower resources the country needs not only dual regulatOlY 

framework (i.e . both at federal and state levels) but al so the institutional instruments 

which are strong, credible, and, of course, sustainable . 

Institutional frameworks can be seen from two different perspectives. The first aspect 

relates to the different bureaucratic institutions established by governments both at 

federal and state levels to reali ze their objectives on the basis of the available policy and 

legal frameworks including relevant NGOs destined for the development of the resource. 

The second institutional instrument relates to the different organizational forms used for 

investors' partic ipation in hydropower for the production of electricity, i. e. it may be 

based on the existing Com C26 1 or Co-operative Societies laws262 In order to clearly 

understand the different features of these two institutional frameworks let' s see each 

institutional instrument separate ly . 

Governmelltal, alld NGO illstitlltioll al illstmmellts: Apart from the different federal and 

state government institutions mentioned in the above regulatory framework part of the 

study there are other institutions that play great role in relation with the design, planning, 

260 Levy, B and Spiller P.T.; The JuS/illltiolla l Foundations ofRegulatOlY Commitment: A Comparative 
Analysis a/Telecommunication Regulation, Journal of Law Economics and Organization. V 10, No.2, 
( 1994), P 202 
261 Commercial Code of the Empire of Ethiopia, Proclamation No. 16611 960, Negaril Gazeta, 191h Year, 
No.3, 5'" May 1960 
262 Cooperat ive Soeiety Proelamation No 14711998, Federal Negar;t Gazeta. 5'" Year No 27, 29'" 
December 1998 hereinaft er Cooperative Society Proclamati on hereinafter Cooperative Society 
Proclamation 
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financing, and development of hydropower resources for the generation of electricity. 
Among such institutions we find, states energy bureaus of, EEPCO, federal and states 
Investment Agencies, REF, EREDPC,263 Profess ional & Civil Society Institutions,264 
STYC,265 etc . 

As regards the utilization of hydropower resources of the country for modern energies we 
can classify the activ ities of these insti tutions into three categori es. In the first category 
we find those institutions involved with large-sca le planning and development that 
include: MOWR and EEPCO; in the second category we find those institutions involved 
in the planning, design, financing, development and manufacturing of necessary 
equipments at "small-scale" level , i.e. pica, micro, mini, and small that include: states' 
water and energy bureaus and investment agencies, REF, EREDPC, Professional & Civi l 
Society Institutions, STYC; and in the third category we find institutions involved in both 
"smal l-sca le" and large-sca le aspects of hydropower, i.e. EEA and EEPCO. Institutions 
like MOME, MOWR, EEA, EEPCO, REF, and EREDPC are established at federal level , 
while those water and energy bureaus, and investment agencies at state leve l; and others 
are NGOs estab li shed and working at both federal and state levels. Thus our next 
di scuss ion bases on thi s class ification. 

EEPCO is the only federal government corporatized utility involved in the development 
of electricity through large-sca le hydropower resources. 99 per cent of EEPCO's current 
insta lled capacity in electricity generation (i.e. 767 MW) is based on hydropower 
resources mainly through large-scale generations. 266 From the recently updated power 
system master plan267 it becomes evident that EEPCO's main source of electrical energy 

263 Ethiopian Rural Energy Development and Promotion Center Proclamat ion No. 26912002, Federal Negarit Gazeta , 8'" Year No. 16,3 1" January, 2002 hereinafter EREDPC Proclamation 
264 Regarding Professional Societies (e.g. Electrical , Mechanical , Economics, etc Profess ional Societies), and Civil Societies (e.g. Consumer, Saving and Credit, Agricultural Cooperatives, etc. Societies) could play great ro le in the field 
265 STye developed good experience in the manufacturing of turbines, drives and steel penstocks for 
church related clients and rural communities; see Energy Access Project, supra note 3, p 23 
266 EE PCO Facts in Brief2007, Addis Ababa, March 2008 
267 , Ethiop ian Electric Power Corporation: Highlights 011 Power Sector Program (Generation alld H. V. Trallsillissioll Systelll [2009-2018 G. C}), , i.e. Ethiopian Power Systems Expansion Master Plan Update (E PSEM PU), June, 2008 
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111 the future is based on large-scale hydropower resources.268Accordingly, in the year 

2026 GC, EEPCO planned to make the instal led capacity of electricity of the country 

13958 MW, wh ich is near who ll y based on large-scale hydropower sources. 269Feasib ility 

studies of these large-scale hydropower sources are prepared only by the MOWR.270 

On the other hand , generation of electricity from "small-scale" hydropower sources both 

by EEPCO and private sector (including NGOs, Cooperati ves, etc.) is insignificant. In 

other words not more than 6326 KW installed capacity of electricity is developed from 

which EEPCO developed 6150 KW of electricity. The two NGOs, EECMY and Sidamo 

Development Corporation, developed the remaining 175.5 KW installed capacity, i.e. 5.5 

KW unit of pica and 170 KW micro hydropower, respectively. In addition, from 137 

micro hydropower projects submitted to REF Secretariat for loan only 2 pico hydropower 

proj ects are in the process of dispursement from the trust agent, i.e. DBE.27 ! Otherwise, 

currently there is no registered private investment in the generation of electricity from 

both large-scale and "small-scale" hydrpower sources albeit the country has more than 

45000 MW hydropower potential. However, the involvement of STYC in manufacturing 

of turbines, drives and steel penstocks and suppl ying to EECMY for its development of 

pica hydropower,272 is em;ouraging and has to be supported by concerned institutions. 

[I/vestors ' organizatiol/al forllls: The definition of organizational forms here should be 

understood only to the legal aspect of the term as provided in the different laws of the 

country, e.g. Com C, Co-operatives, etc . Accordingly, there are six forms of business 

organizations under the Com C, i.e. I) ordinary partnership; 2) joint venture ; 3) general 

partnership; 4) li mited partnership; 5) share company; 6) private limited company.27J On 

the other hand, provisions applicab le to cooperative soc ieties are provided in other 

special laws274 Thus, pursuant to the Com C persons who professiona ll y and for gain 

268 Ibid, pp 5-9; see also Annex IV 

'69 1d 

270 Persona l communication with Planning Departments of the MOWR and EEPCO, respectively, however, 

for "small-scale" hydropower projects the authority main ly lies on energy bureaus of regional states . 

171 __ ;RuraJ Electrification Executi ve Secretariat, Status a/Rura! Electrification Fund Project Activities, 

August 2, 2008; and personal comJ11unication with Ata Amare Hadgu, Coordinator of the REFAS 

272 Energy Access Project, supra note 188, p 23 

m Com C, Art 212(1) 

274 I bid , Art 212(2), and see Cooperative Society Proclamation 
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produces, di stributes and supply electricity shall be deemed as traders. 2J5Commercial 

organizations engaged in such activities of producing, di stributing and supply of 

electricity are always deemed to be of a commercial nature,276 which needs to be 

li censed,277 and registered278 In order to choose the right alternative among the different 

organizational forms of the Com C for the purposes of electricity generation, distribution 

and supply activities let' s see the main features of each one separately and briefly. 

Ordinary partnerships: In principle ordinary patinership is taken as a mere partnership 

with no power to carryout trade activities, otherwise will be taken as general 

partnership.279 Accordingly ordinary partnership is not a suitable form of business 

organization for the generation and supply of electricity from hydropower sources for 

commercial activities as provided in the Com C. 

Joint Venture: Pursuant to Art 271 of the Com C joint venture is nothing but a patinership 

agreement made between patiners. The main characteristics of joint venture are inter 

alia: I) not made known to third parties;28o 2) need not be in writing, nor registered, nor 

published;281 3) does not have legal personality;282 4) can not issue negotiable 

instruments283 In principle every partner owns his contribution and where no manager is 

appointed the management of the venture li es to all the partners. These special features of 

joint venture may not place it in a preferred position in the generation and supply of 

electricity from hydropower sources, which is capital intensive type of investment, that 

requires many elements not found in joint venture mode of business organization. 

General partnership: The salient features of genera l partnership are that inter alia: I) 

partners are personally, jointly, severally and fully liable as between themselves and to 

the partnership for the undertakings of the partnership/ 842) in commercial patinership 

275 Com C , Art 5( 13) 
276 Ibid, Art I O( I) 
277 Electricity Proclamation, Art I O( I) 

278 Com C, Art I OO( I) 
279 Ibi d, Arts 227 & 255 
280 Ibid, Art 272( 1) 
2" Ibid, Art 272(2) 
'" Ibid, Art 272(3) 
283 Ibid, Art 274(1) 
2" Ibid, Art 280(1) 
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mode each partner sha ll have the status of a trader,2853) where no manager is appointed, 

each partner sha ll be a manager286Thi s means in general partnership each partner has 

wider rights and duties in relat ion with the undertakings of the partnershi p, which may be 

suitable for some types of investments like pica while for others including lIlicro, lIlini, 

small, medium and large-scale hydropower development might not be suitab le on the 

same reason as stated in the above joint venture discuss ion, 

Limited partnership: Pursuant to Ati 296 of the Com C a limited partnership comprises 

two types of pattners. Accordingly general partners are fully liab le personally, jointly 

and severa lly whi le lilllited partners are only liable to the extent of their contribution. I fa 

limited partner acts as a manager his liability shall be the same as that of general 

partner2 87 In limited partnership fo rm of business orga nization general pattners in 

addi tion to their rights and obligations as partners in general pattnership may be 

appo in ted as managers?88Limited partners may inspect the books of the firm and may 

ca ll fo r the account289 In add ition, unless the managerls and the majori ty of limited 

partners agree shares may not be ass igned290 Of course, one may argue that limi ted 

partnership mode of business organization can be used for pica, micro and mini 

hydropower developments, but, T believe, it is very di ffic ult to use it fo r megawatt level 

power generation on the same reason provided in the above two discussions. 

Share company: Accord ing to Alt 304 of the Com C a share company's capital is fixed in 

advance and divided into shares. It has its own lega l personality. Members are liable to 

the extent of their shareholdings, i.e. li abilities are met only by the assets of the 

company29 t. Membership and minimum capital of a share company shall not be less than 

fi ve292 and fi fty thousand Eth Birr293
, respecti vely. A share company may be formed 

285 Ibid, An 280(2) 
286 Ibid , Art 287(2) 
287 Ibid, Art 301 (3) 
288 Ibid, Art 300 
280 Ibid, ArI 301(6) 
290 Ibid, Art 302 

. -- ~ 
"'- A. 'emvCllli ... 

I!L .. 'Sol ~ no Adebl ~ 
1~ " OD ' · ~ 

-----"'".,... , 
291 "Piercing the corporate veil" doctrine in which directors may be held liable towards third party credi tors 
where the directors have fa iled to preserve intact the assets of the company is an exception to corporate 
limited liabil ity; Ibid, Art 366 
292 Ibid, An 307(1 ) 
293 Ibid, An 306(1) 
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either among the founders,294 or by public subscription295 to be made through 

prospectus296 Shares may either be registered in the name of the shareholder (i.e. where 

bearer shares are prohibited by law, the memorandum or articles of association), or to 

bearer (i .e. that can be transferred by delivery without any other requirement). 297 The 

memorandum of association may also provide several classes of shares with different 

rights298 inter alia preference shares299 and dividend shares300 are taken as the main ones. 

A share company shall have 3- 12 member board of directors who elects the chairman and 

appoint the general manager and the secretary301 The general meeting shall also elect one 

or more auditors and assistant auditors,302 whose main functions are inter alia to audit the 

books and securities of the company, to verify the correctness and accuracy of the 

inventories, balance sheets and profit and loss accounts, and submit same for annual 

general meetings. 303In addition, based on the issues involved and the manner of calling, 

meetings of shareholders may be ordinary, extraordinary, or special. 304 The Com C also 

contains detail provisions on debentures, accounts, amendments to the memorandum and 

articles of association, and dissolution and winding-up. The above brief di scussion show 

that share company could be one of the ideal and best altemative in the area of electricity 

generation from hydropower sources tor commercial purposes that requires huge capital 

for which public paJticipation is paramount. 

Private limited company: Members of a pic shall not be less than two or more than fifty 

and are liable to the extent of their sharehoidings305 The capital of a pic shall not be less 

than fifteen thousand Eth Birr, always commercial in form, but barred from issuing any 

294 Ibid, Art 3 16, also knowll as closed share company 
295 Ibid Art 3 17 
2% Ibid: Art 318 
"' Ibid, Arts 325( 1 & 2), and 340(1) 
298 Ibid, Art 335( 1); "All shares of the same class shall have Ihe same par value and the same rights" hi, (2) 
299 Ibid, Art 336( 1); Such shares enjoy a preference over other shares, such as a preferred righl o f 
subscription in the event of future issues, or rights of priority over profits, or assets or both, Jd 
JOO Ibid, Art 337(1); Note that these are shares bought us ing ei lher dividends or reserve funds without 
however reducing the capital of the company 
JOI Ibid, Arts 347-67 
J02 Ibid, Arts 368( I) 
JOJ Ibid, Arts 374 & 375 
J().I Ib id, Arts 388-428 
J05 Ibid, Ar1510(1 &2) 
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form of transferable securities306 At a minimum the amount of a share shall have ten Eth 

Birr with equal value and a member may ho ld more than one share307 Share transfer 

between members is not restricted whi Ie share transfer outside the company shall be 

approved by majority members representing three-quarter of the capital. J08 The 

management of a pic is taken by one or more managers who may be members309 Where 

there are twenty or more members, decisions sha ll be taken at meetings of the members 

and auditors be appointed31o 

Due to various reasons that may include establishment and management simplicity 

nowadays ninety per cent of business organizations in Ethiopia take pic fonn .Jll Pic 

could be taken as one of the options for those who wish to invest in the generation of 

electrici ty from hydropower sources particularly at "small-sca le" level. On the other 

hand, generation of electricity from hydropower sources at large-scale level through pic 

needs due care and study to avoid poss ible difficulties inherent in pic mode of business 

organization. 

Co-operative societies: Cooperative soc ieties are established by individuals on voluntary 

bas is with similar needs for creating savings and mutual ass istancc among thcmselvcs by 

pooling their resources, knowledge and propel1y that are necessmy to enable them to 

participate actively in the free market economy system3 12 Hence cooperative societies 

could be establ ished at federal or state levels and engaged in either production or service 

rendering activities, but at any time with not less than ten members.J1JEvery cooperative 

society is required to have its own by-law and lega l personality to be effective upon 

reg istration by appropriate authori ty314 [n general the liability of cooperative society is 

limited, i.e. every cooperative society shall not be liable beyond its total assets. ll5 Every 

J06 Ibid, Arts 512(1) and 51 1(3) 
J01 Ibid Art 5 I 2(2 & 3) 
J08 Ib id, Art 523( I) 
J09 Ibid, Arts 525( 1) and 527(1) 
JlO Ibid, Art 525(2) 
311 Booz Allen Hamilton, Ethiopia Commercial Law & il1Slilllliol1o/ Reform and Trade Diagnostic, United 
States Agency for Internationa l Dcvelopment (USAID), January 2007, p 19 
Jl2 Preamble of the Cooperati ve Societies Proclamation 
J1J Cooperative Societies Proclamation, Arts 7( I) and 6( 1 & 3) 
Jl4 Ib id , Arts 7(2), I 1,10(1) and 9 
315 Ibid, Art 10(2) 
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member has only one vote and the right inter alia to obtain services and benefits according to hi s/her par1icipation in the soc iety, to elect and be elected 316 

As regards the management of cooperative societies it is provided that every cooperative society shall have a general assembly (i.e. as a supreme organ), management and control committees, and, in addition other sub-committees that may be establi shed pursuant to the by-laws of the society.317Cooperative societies are exempted from trade li censes in their business activities.318Shares can only be sold to member and non-members (i.e. only when a society faces shortage of capita l) after securing the dec ision of the genera l assembly3 19 This general overview exhibits that cooperative societies cou ld be taken as one alternati ve in the generation and supply of electricity projects from hydropower sources mainly at pico, lIlicro and mini levels especially in rural areas of the country. 

We have seen summarily the different organi zational options available under the Eth iopian legal frameworks for the development of our abundant hydropower potentials both at large-scale and "small-sca le" levels. Some of the organizational options mentioned seem more suitable for "small -sca le" like for instance, cooperative society, limited partnership wh ile others such as share company and pic can be used for both large-sca le and "small-sca le" hydropower development for the generation of electricity. The main reason for the emphasis given to the organizationallinstitutional aspect is that energy resource developments especially electri city generation from hydropower sources are not only capital intensive but also associated with different types of risks that requires the involvement of many stakeholders suitable both for spreading of the ri sks to those better able to manage it and that offinancing320 

Empirica l studies of some developing countries, e.g. Nepa l, Philippines, Bangladesh, Uganda, etc. show us that cooperative societies played great role particularly in rural 

J" lbid, Arts 18( 1) and 14(1) 
JI7 Ib id, Arts 20-27 
JIS Cooperative Soc iet ies (Amendment) Proclamation No 402/2004, Federal Negarit Gazeta, 10'" Year No 43, II '" May, 2004, Art 9(6) which provides "A ny cooperati ve society which has been legally registered pursuant to Sub-Art 30fthis Article shall engage in any business as of the date of registration without the necessity of securing additional trade license." J19 Ibid, Art 16( I & 6) 

320 Head, supra note 28, pp 46-5 3; 
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communities to attract equity finance for generating electri city from micro and 1/11.11.1 

hydropower sources that can be used in Ethiop ia by taking the above organ izational 

modes of cooperatives. In add ition, share companies are also usefu l in attracting public 

participation for both "small-scale" and large-scale electricity generations from 

hydropower sources. Pic, limited and genera l partnerships forms of business 

organ izations also have their contri bution in the area if properly addressed. 

In genera l, as compared with the potential that Ethiopia has in hydropower resources its 

utilization for generating electrica l energy is found at the very lowest stage. Different 

justifications could be presented to substantiate the reasons behind this lowest level, e.g. 

economic, cu ltural, po litica l, etc. Nevertheless, pol icy, lega l, regulatory, and institutional 

frameworks also play great role to improve or worsen the development of hydropower 

resources in the generation of electricity. In the policy framework aspect elements that 

promote and encourage the development of, especially at "small -scale" level, hydropower 

resources by private (domestic & fore ign) investment should be clearly stated. For 

example, FIT law method can be taken as an option to encourage private investment in 

the generation of e lectric ity from "small-scale" hydropower source. 

In the area of legal framework the existing FDRE Constitution does not mention 

electrici ty as part of the concurrent legislative list whereby both the federa l and states 

could devise lega l instruments that helps them to properl y manage and utilize 

hydropower resources for generating electricity at their respective mandates. The existing 

regul atory and institutional instruments of hydropower especia ll y in the area of electricity 

need revision in a way they comply federal/state structure that the country is following. 

In addition, both regulatory and institutional fi-ameworks not only need to be strong, 

sustainable, and credible with clearl y stated roles and objectives in place, but also they 

need strong vertical and horizontal cooperation as well. Organizationa lly pIc, share 

company, and cooperative soc iety approaches can be taken as favorable alternatives for 

the development of hydropower resources to generate electricity in the Eth iopian context. 
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4.2 Bioenergy, Geothermal, Solar and Wind Energy Resources: Policy, Legal, 

Regulatory and Institutional Frameworks 

4.2.1 Genel'al 

Bioenergy: Bioenergy can be classified into two broad categories, i. e. biomass and 

biofuels.J21 Currently biomass covers more than 90 per cent of the energy demand of the 

country. J22The major biomass sources are fuel-wood, agricultural residues, dung, and 

human waste, which constitute 79, 8, II and 2 per cent, respectively.J2J Mitad baking, 

other cooking and lighting are the three most important end-uses of biomass324 However, 

due to continuous demand and consumption increase for fuel-wood, charcoal, dung, and 

agricultural residue the forest cover of the country is alarmingly decreasing. 

On the other hand, biofuels are fossil fuel substitutes that can be made from a range of 

organic materials including oilseeds, wheat and sugar, and are typically blended with 

conventional petrol and diesel. 325 At present the two main types of biofuel are biodiesel 

and bioethanol 326 Biodiesel, a diesel substitute, is generally produced from oily crops (or 

"feedstocks") such as rapeseed, sunflower or palm oil, or from recovered cooking oil. J27 

Bioethanol, a petrol substitute, is generally produced from starchy feedstock, such as 

wheat, sugar beet or sugar cane - although it can be produced from any organic substance 

(such as wood, grass or municipal solid waste) .328Now the government started 

implementing ethanol by blending with gasoline (S per cent ethanol and 9S per cent 

gaso line) to be used throughout the countr/29 while biodiesel is not being implemented 

321 Zupan c, supra note 3, pp 333-342 
322 Personal communi cation with WIt Tsigereda Atinafu and Ata Oetnet Tesfaye of EREDPC 
J2J Getahul1 Mages; Rural Electrification: TechnicalOptiolls, Financing alld Regu/at01)' Issues; in, 
Symposium Proceedings(EEA),: Rura l Electrification Symposi um, March 1-5, 2002, P 10 
324 Ibid, P 7 
325 ; Bia/lle/sla,. Transport: An II/lem atiollal Perspective (GEeD), International Energy 
Agellcy( IEA), pp 25-26, Illtelllet: http://www.iea.org; last visited May, 2008; 
326 Ibid, P 26 
327 Ibid, P 33 
328 __ ; UK Renewable Energy Strategy, Department for Business Enterpri se & Regulatory Reform 
(B ERR), White Paper, June 2008, p 161; Internet: ww w.berr.gov.uklrenewableconsultation; last visited 
September 2008 
329 Persona l communication wi th Ato Ishac Soboka, Ministry of M ines and Energy, Energy Department 

S8 



albeit JastrophaJ3O (type of plant used to produce biodiesel) is in plantation stage at 

different parts of the country for the purpose3J1 [n the future biofuels is presumed to 

have its own contribution not only for transportation purposes but a lso for household 

energy uses (i.e. cooking) pat1icularly in the urban areas of the country that have great 

ro le in reli ev ing the pressure on wood-fuel. 

Geotherll/a/: Geothermal is the other renewable energy resource that Eth iopia is 

endowed, along its side of the Rift Valley and in the Afar Depress ion, with a potential of 

about 4000 MW of electricity. JJ2A pilot geothermal plant at Aluto-Langano with an 

insta ll ed capacity 7.3 MW of e lectri city was commiss ioned in mid-1 998, but due to 

techn ica l and plant management ski ll prob lems after a year of minimized service it was 

wholly stopped.3JJNevertheless, if fi nancia l prob lems are solved it is sa id that Ethiopia's 

geothermal potential cou ld be an additional input in providing base-load electricity 

. ll4 
generation . 

Solar Energy: The fact that Ethiopia is located near the equator makes it to have 

signi ficant potenti al in solar energy resource. JJ5 Accord ingly the ann ual average dai ly 

solar radiation reaching the ground is said to be 5.2kWh/m2/day, the minimum annual 

average rad iation is estimated to be 4.5kWhlm2/day in July to a maximum of 

5.55kWh/m2/day in February and March that give the country with a technical potential 

of solar energy ava il ability in res idential buildings about l.l TWh/year. ll6 Empirical 

stud ies have shown that low power PV generation is viable in the rural areas mai nly for 

lighti ng, water pumping, entertainment, etc3J7 The main problems associated with PV 

app lication are high initial cost of PV units, and a need for battery storage, load 

JJO Type of plant used to produce biodiesel; Based 011 the statistical information fou nd at EIA 's Statisti cs 

Office it is provided that frolll March 2006 - November 28, 2008 around 22 investment permits were given 

at the EIA with an investment capital of Eth Birr more than 3.6 bi ll ion main ly by fore ign investors and only 

two projects are at the implementation status in B. Gumz and Oromia Regional states while others are 

fou nd at pre- imp lementation status 
JJI Personal communication wi th Ata Ishac Soboka, Ministry of Mines and Energy, Energy Department 

3J2 Energy Policy, p I 

JJJ Id; See also Wolde-Giorgis, W., Rellewables alld Renewable Energy for Development ill Ethiopia , June 

2002, p 50 
JJ4 Id 
ll5 

SWERA study, supra nOle 42 , p 2- 1 

336 Ibid, pp 2- 1 - 2-5 

3J7 Wolde-Giorgis , supra nole 189, p 23 8 
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controll er, one or more lamps and a power outlet. JJ8Statistically there is no registered PV 

appl ication on commercial basis albeit scattered PV, so lar home systems (SHS), are said 

to be in use in rural areas of the country for water pumping, school & health institutions, 

. I )J9 
musIc s lOpS, etc . 

Wind Energy: In genera l, based on the available wi nd power density (W/m2) and wind 

speed @ 50m (m/s ) wind energy resources are class ified into seven categories, i.e. Poor, 

Marginal, Moderate, Good, and (3)Exce llent340Based on thi s classification on ly 7 per 

cent of the total land areas of the country wi th Moderate-to-Excellent wind sites are said 

to be suitab le for the generation of electricity, of which , if areas des ignated for other 

purposes, e.g. forest land, national parks, towns, roads, settlements, monasteries, airpolis, 

lakes, etc . are exc luded, the practicable potential will be even lesser341The total wind 

energy potential of the country (i .e. from Moderate-to-Exce ll ent wind categories) is 

estimated to be 890 TWh per yea r, or 100 GW for grid based electricity, which makes 

Ethiopia 's wind energy potential comparatively 10w. l42 EEPCO has finali zed detai l 

feasib ili ty studies)4) on two sites, i.e. at Ashegoda and Mesobo-Harena wi nd parks, near 

338 Id; and see Getahul1 , supra note 322, p 15; According to the study it is found that "the most basic So lar 

Home Syslem Kils [I'Vl has a 10 Wp module and 8 Wp lamp and will prov ide light for about four hours. A 

20 Wp kit consists of a power outlet for radio or other eq uipment and will prov ide double the electricity of 

that of 10 Wp kit. T his is su fficient for two lamps, or one lamp and a radio-cassette player for arollnd four 

hours. A typica l medium-range kit has a 50 Wp module, which provides an average of around 180 Wh per 

day", Getahun, Id 
3J9 SWERA study, supra nOle 42, pp 2-5 - 2-2 1; Wo lde-Giorgis, supra note 185, pp38-39 

340 SWERA study, supra note 42, p 3-4; For the different classification of wind resources see the next Table 

Classification of wind resource and extent of associated land areas . 
Win d resource Wind class Wind power W ind speed Tota l area (km' ) 

category Density (W im' ) @)50m (mis) 

Poor I 50-200 3.5 - 5.6 564,606 

Marginal 2 200-300 5.6 - 6.4 96,80 1 

Moderate 3 300-400 6.4 - 7.0 42,935 

Good 4 400-500 7.0 - 7.5 23,975 

Excellenl 5 500-600 7.5 - 8.0 6,529 

Excellenl 6 600-800 8.0 - 8.8 3,8 14 

Excellenl 7 Above 800 Above 8.8 1,7 15 

Total area covered by Margina l-to-Excellent wind regions 740,376 

1 aken tram SWERA study, p3-4 

34 1 Ibid, pp 3-5 - 3-6; these wind sites are found on high terrains such as ridges and moulltain tops which 

are mainly located at the edge of the highlands that form the great east Afri can rin va lley, ld 

342 Ibid, pp 3-4 - 3-8 

343 ___ ; Feasibility Study for Wind Park Development in Ethiopia and Capacity Building: Ashegoda 

Wind Park Site (Final Reporl) , GTZ iTERNA Wind Energy Programmei, August 2006, 290 pages and 7 
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Mekele, and started implementing the projects with an installed capacity of 120 MW of 

electricity and with an investment capital of over EU 200 million344 

4.2.2 Policy framework in bioenergy, geothermal, solar and wind energy resources 

Rural Development Policies & Strategies, and Industry Development Strategy briefly 

dealt that solar and wind are the other available alternative energy resources to be used by 

investors for the generation of electricity particu larl y in the rural areas of the country345 

In addition it is also provided that traditional energy utilization should be upgraded both 

for curbing further deforestation and integrating it with the country wide afforestation 

programmes that enhance the supply of fuel-wood of the country346 As regards bioethanol 

and biodiesel there is no stated policy tool indicating present and future directions to 

follow, there is a strategic document approved by Counci l of Ministers to be implemented 

by MOME, though347 On the other hand, geothermal energy resource is taken as one 

means in ensuring and encouraging a gradual shift from traditional energy sources use to 

modern energy sources. J48The existing forest development policy allows that individuals, 

associations and organizations can participate in the development of forests intended as a 

source of fuel-wood purposes349 

The above policy frameworks of the country treated bioenergy, geothermal , solar and 

wind energy resources either very summaril y or in some instances left untouched, which 

make them to be in a much marginali zed position in a national policy frameworks. In 

addition , there are no detail strategies and programs devised focusing on resource 

availability, marketability, technological compatibility, etc on spatial bases to be 

achieved in a given time frame. What is more, in order to make a shift from traditional 

energy utilization (which is economically, environmentally, socially, and healthily found 

annexes; __ ; Feas ibili ty Study for Wind Park Development in Ethiopia and Capacity Building: 

Mesobo-Harena Wind Park Site (Final Report) , GTZ /T ERNA Wind Energy Programme/, August 2006, 

296 pages and 7 annexes; found at EEPCO Planning Department Wind Development Division. I wou ld like 

to extend my heart felt thanks to Ato Kebede Walelu, Wind Power Study Project Coordinator, for a ll his 

support by providing me all the soft copies of the feasibi lity snldies and re levant information of the topic. 

344 Personal discussion wi th Ala Kebede Walelu, ld 

345 Rural Development Po licies & Strategies, p 232; Industry Development Strategy, p 157 

346 Rural Development Policies & Strategies, p 232; see also Energy Policy, Section 6. 1.1 . 1 

347 Bio fuel Development and Util ization Strategy, Min istry orMines and Energy, August 2007 

34' Energy Policy, Section 6. 1. 2.2 

349 Po licy & Strategy on forest development, conservat ion and utilization, 2007, Section 1.1 
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to be harmful ) to modern energy from renewable energy sources through electricity 

(which are environmentally benign at all parameters) requires detai l po licy instruments of 

a sui gelleris type. Once appropriate, clear and detai led policy instruments are there it wi ll 

be easy for the law makers to frame the required law destined to ach ieve a defined 

objective . 

4.2.3 Legal framework of bioenergy, geothermal, solar and wind energy resources 

There is no one integrated lega l instrument that administers all renewable energy 

resources in a single sectored structure . In other words a ll the above stated renewable 

energy resources are treated and administered under different laws and institutions. 

Hence matters related with biomass particularly fuel-wood are covered by Forest 

Development, Conservation and Utili zation ProciamationJ50which among other things 

provided that there sha ll be private forest and state forest types35 ] and allowed private 

individuals, associations, government or non-government organizations to have the right 

to obtain rural land in areas designated for forest development that may be used for 

commercial purposes352The admi ni stration and conservation of forest lands are di vided 

between federa l and state governments353 The Proclamation does not provide provisions 

that allow forest development and administrati on specifica lly destined for fuel-wood 

purpose. Nevertheless, under the EREDPC establishment Proclamation biomass is 

included in the definition of "energy" whereby EREDPC is mandated for identifying, 

study ing, improving and promoting such energy resources as suitable to the rural areas of 

the country354 

Geothermal is considered as one type of mineral355 the li censing and administration of it 

is handled on ly at federa l leve l through the Ministry of Mines and Energy.356 

Development of geothermal energy at large sca le that inc ludes electricity generation 

350 Forest Development, Conservation and Util ization Proclamat ion No 54212007, Fede/'a l Nega /'it Gazeta, 

I3 lh Year No 56, 4th September, 2007 hereinafter Forest Proclamation 

351 Ibid Art 3 
352 Ibid' Art 4 & 6 
J5J Ibid: Arts 17 & 18 

35' lbid, Arts 2(1) & 6(1 , 3 & 5) 

J55 Mining Proclamation No 5211993 , Nega/'it Gazeta , 520
' Year No 42, 23'd June 1993, Art 2( 14) 

356 Ibid, Arts 14( I), 20(3); Mining (Amendmcnt) Proclamation No 11 811998, Federal Nega/'it Gazeta, 4'h 

Year No 47, 23"' June, 1998, Art 46( I) 
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requires environmental impact study based on the existing environmental laws of the 

country357 

The lega l frameworks for solar and wind energy resources fall under the broad 

categori zation of "energy" resources and technologies suitab le fo r rura l areas of the 

country .J58 Accordingly the EREDPC is mandated to inter alia identify the energy 

resources suitable for the rural areas and conduct studies for their development; adapt 

foreign energy technologies in line with the needs of the country and improve indigenous 

energy technolog ies; study the production, distribution , utili zation and conservation of 

affordable and efficient energy resources and technologies and promote same via private, 

public, etc. sectors359 

4.2.4 Regu latory framework of bioenergy, geothermal, solar and wi nd energy resonrces 

Regu latory frameworks of bioenergy, geothermal, solar and wind energy resources fall 

either under federal or state j uri sdiction based on the enabling legal instruments of each 

one of the energy resources mentioned herein. Thus biomass, so lar and wind energies 

may be regulated both at federal and state levelsJ60 while geothermal resource for 

generating electricity can only bc rcgulated at federal level 361 When we see each of the 

energy resources stated herein for making use of as a source of modern energy we can 

eas ily observe that all lack proper regulatory instrument both at the federal and state 

levels. For example, regarding biomass in genera l and fuel-wood in particular the Forest 

Proclamation does not clearly spell out the regulatory approaches to be fol lowed for the 

forest land designated for commercia l use at both the federa l and states level362 

J57 Ibid, Art 46(2h); Environmenta l Impact Assessment Proc lamation No 299/2002, A,is 2(2, 3, 4, 7 & 8), 
3,4 & 5; Environ menlal Pollution Control Proclamation No 30012002, Federal Negari/ Gaze/a, 9'h Year 
No 12, 3'd December, 2002, Arts 2(5, 6, 8, 9, II & 12), 3, 4 & 6 
358 EREDPC Proclamat ion, Arts 2( 1), 5 and see 15

\ 2nd
, & 3rd paragraphs of the preamble 

359 Ibid, Art 6( I, 3 & 5) 
360 These energy resources are morc af site speci fi c and usually do not in tersect between/among states 
requ iring fede ral regulati on, for coordinating the techni ca l and for uniformity in the standardi za tion 
purposes federa l intervention may sometimes be called, though 
36 1 FDRE Constitution, Art 2(a), accordingly the House of Peoples' Representatives is authorized to enact 
specific law in re lation to natural resources and geothermal is considered as one o f natural resources; also 
see Mining Proclamat ion 
362 Forest Proclamation , Arts 2(5 , 6 & 9), 3, 6, 7 & 8; The " regulatory instrument" available in the case of 
biofuels are: "Strategy for the Development and Utilization of Bioruel" approved by the Counc il of 
Min isters 011 August 2007 the foll ow-up to be undertaken through Ministry of Mines and Energy 
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The other federal organ worth mentioning here is the EREDPC where its activities with 

regard to biomass, i.e. not only fuel-wood but also animal dung and agricultural residue, 

lies in identifying, studying, promoting and providing consultative services in relation 

with the production, di stribution, utili zation and conservation of such resources and 

technologies suitable for the rural communities363 Accordingly different technological 

options are being promoted by EREDPC suitable to rural communities from the point of 

view of inter alia efficiency and affordabili ty364 

There is no clearly known regulatory tool specifically destined for solar and wind energy 

resources either at the federal or states levels. However, regulatory instruments provided 

under the Electricity Proclamation are also relevant for both solar and wind energy 

resources. Moreover, generation of electricity from both solar and wind energy sources 

for commercial purposes need license to be issued by EEA,365and depending on the life 

of the project the maximum duration of such license is for geothermal power generation 

is 25 years while for biomass, wind, and solar power generations are 20 years366 subject 

to renewals based on the fulfillment of certain conditions367 

On the other hand, regional states may rcgulatc gcothermal energy resources only up to 

15 meters depth of well from which electrical energy generation is said to be 

impossible368 At the current EEPCO tariff structure electricity produced from solar, wind 

and geothermal energy resources may not be competitive to that generated from 

hydropower particularly at large-scale369 Accordingly, to promote private sector 

participation in the generation of electricity from geothermal, solar and wind energy 

resources some type of price adjustment or incentive requires to be made as part of the 

regulatory framework. 

36J EREDPC Proclamati on, Arts 1, 2 & 5; Of course, such activities of the EREDPC may not be ca lled as 
regulatory from the strict meaning of the term, ' regulation' 
364 Personal communication with the relevant EREDPC officials including Wit Tsigereda Atinafu 
365 Electricity Proclamation, Arts 1 O( I) and Electricity Operations Regulation, Arts 3( I, 2 & 3) and 4 
366 Directive for Maximulll Duration of License for Non-hydropower Generation Plants for Commercial 
Purposes No 112005, Ministry of Infrastructure, 2005 Addis Ababa, Art 5; found in EEA Library 
367 Ibid, Art 6 
368 Mining Proclamation, Art 14(1) 
369 mainl y due to economies of scale 
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4.2.5 Institutional framework of bioenergy, geothermal, solar and wind energy370 

The institutions responsible for bioenergy, geothermal, solar and w ind energy resources 

are found both at federal and states levels. At the federal level we find different 

govel11menta l institutions that include among others: I) MOME and MOTI, regarding 

ethanol and biofuel; 2) EREDPC & REFAS regarding biomass, solar and wind; 3) 

Eth iop ian Geo logica l Survey37J , regarding geothermal; and 4) EEA, regarding investment 

permits/72 licensing and regulating electricity generated from anyone of these renewable 

energy resources. Of course, MOE, MOH, MOARD, etc are other federal institutions 

now playing great role in disseminating particularly solar and wind energy equipments in 

relation with IUral education, health , irrigation and drinking water, and for 

telecommunication purposes. For example, REFAS received 169 and 1 loan app licatio ns 

for generating electrical energy from so lar home system, and wind energy sources, 

respectively. J73 On the other hand, at regional states level we find energy bureaus and 

offices with varying mandatesJ74 

The other institutional structures worth mentioning here are the different NGOs operating 

in regional states especially with electricity related developmental objectives of the rural 

areas, e.g. EECMY, Iri sh Aid, Sidamo Development Corporation, Ethiopian Rural Self­

Help Association, etc could pat1icipate not on ly in "small-scale" hydropower but al so 

through so lar, wind, geothermal , and that of biomass energies . In sum the existence of 

strong and committed legally established institutions both at the federal and regional 

levels intended for making a shift from traditional energy utilization to modern energies 

facilitates mainly through afforestation, electricity from so lar, wind, and geothermal 

370 The di ffercnt institutional frameworks dealt in hydropower sub-topic of this Chapter mutatis mutandis 

applies herein too 

17I Geologica l Survey of Ethiopia Establishment Proclamation No 19412000, Federal Negari/ Gaze/a, 6'h 

Year No 22, 7'h March, 2000 here inafter GSE Proc lamation 

J72 ln vestmcnt (Amendment) Proc lamation No 375/2003 , Federal Negarit Gazeta, 10th Year No 8, 28 th 

October, 2003 , Arts 23 (2) & 41 in which EEA is de legated to issue investment permits in relation with the 

generat ion, transmission and supply of electricity. 

J7J __ ; Rura l Electrification Executive Secretariat , Status of Rural Electrification Fund Project Activities, 

August 2, 2008; Personal communication with Ato Amare Hadgu, Coordinator of the REFS Office 

374 The d iffe rent bureaus, agencies and offices in which energy and re lated cases handled at different 

regional slates are called: Waler, Mines and Energy Bureau in Benshangul GUI1lZ, Tigrai , Gambe la, and 

Harari Regional Stales; Mines and Rural Energy Resource Development Promotion Agency in Amhara, 

SNN P, and Oromiya; Mines and Energy Resource Development Bureau in Somali; Mines and Energy 

Resource Development Offi ce in Afar; and Water, Mines and Energy Office in Dire Dawa. 
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energy resources are paramount. These institutions may assist the development of modern 

energies pal1icularly through solar, wind, and geothermal where most of them are sa id to 

be capital intensive type of investments and associated with different ri sk profiles beyond 

the ability of individuals to handle it privately. 

4.3 Government Role in the Operations and Regulations of the Electricity 

Industry of the Country 

4.3.1 General 

[n many developed and developing countries of the world both in the past and at present 

it is not uncommon to find governments' involvement, of course, at vary ing degrees in 

the development and regulation of their respective electriciti75 industry. Different 

reasons are forwarded to justify such involvements inter alia: 

>- the existence of successive development phases (generation, transmission, 

distribution , and supply) to get the final output, i.e. electricity, and at the same 

time the elements of natural monopoly in transmission and di stribution activities 

which stimulates vertical integration within a single company; 

>- traditionally e lectricity services are taken as essential for communities and 

assumed that it is better for the government to provide them at reasonable price; 

>- electricity was/ is taken as strategic asset for a national economy and their 

stabi lity, reliabili ty of supply, and public service are given high priority; 

>- the fact that electricity industry is capital-intensive type of investment with high 

degree of technical complexity; and 

>- non-storability of electricity requires technical co-ordination during operation are 

barriers for easy entry376 

The above reasons give ri se to the government or its special purpose company, usuall y 

established through special laws with monopoly power, to have a total grip in the 

operation of electricity in a vertically-integrated structure based on a high degree of 

375 Cameron, supra note 63 , p 7; Electricity is a secondary form of energy that derives from various primary 

natural energy resources, e.g. hydro, geothermal, solar, w ind, gas, oi l, coa l, uranium 

)76 Ibid, pp 5-6 
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centrali zed planning with ti ght control. [n addition, on such a structure the price/tariff of 

electricity are a lways determined on the basis of "historical cost".J770 n the other end of 

the spectrum, however, the major drawback of such a structure is said" ... that those who 

planned, managed, and operated the system did not bear any of the ri sk, and did not 

suffer ifit failed. ,,)78 

4.3.2 Electricity operations in Ethiopia: past, present and future trends 

Electricity in Eth iopia started during the reign of Emperor Menelik II in 1898 by lighting 

the imperia l palace.J79 Soon-after, by constructing additional diesel and hydro based 

generating facilities, use of electricity for different economic and light purposes had 

continued main ly in Addis Ababa and few towns of the country380 [n 1956, however, an 

independent entity with its own legal personality and organizational structure established 

by Charter No 213/1956 under the name of EELPA vested with the powers and duties 

inter alia "to engage in the business of production, transmitting, di stributing and se lling 

of e lectric energy to the public of Ethiopia .... ,,)8 1 Only with minor structura l changes the 

chartered EELPA continued for nearly 50 years as sole provider of electrical energy 

throughout the country until corporatized and changed to EEPCO based on the principles 

of commercialization)82 . 

The current install ed electricity generating capacity of Ethiopia is 763 MW, which is 

nearl y one-half of our neighboring Kenya having a population of only one-half of ours. 

Ninety-nine per cent of electricity of the country is produced from hydropower sources. 

Diesel generators are main ly used for back-up purposes. Our electricity per capita is 

found nearly 35 KWh)8) which is much below from the average sub-Saharan countries 

J77 Ibid, I' 7 
378 Id ; Furthermore, it is argued that customers or sometimes taxpayers are the ones to bear the costs 
resulting from the in competence and badjudgmcnt or thase responsible fo r the decisions, Id 
379 EEPCO 50'" Year - Special Issue, PI' I & 33 
380 ld 
381 Eth iopian Electric Light and Power Authority General Notice No 21311956, Negaril Gazeta , 15'" Year 
No 5, 30'" January 1956 
382EE PCO establishment Regulation; Pursuant to Art 5 of this Regulation EEPCO has been establi shed to 
" ... engage in the business of producing, transmitt ing, di stributing and sell ing electrical energy (in 
accordance wi th econo mic and social development policies and priorities of the Government) and to carry 
on any other re lated acti viti es that would enab le it to achieve its purpose." 
383 Of course, planned to make it 128 KWh by the year 20 15 
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per capi ta384 Private participation in the generation, transmission, di stribution and 

sa le/suppl y of electri city is nearl y non-existent in a centu ry old electri city hi stOty of the 

country. This trend makes EEPCO to be the only util ity not on ly in the past and at the 

present but also th is trend will continue in future electricity development of the country. 

This makes both the establishment and the regu latory activities of EEA superfluous. 

Nevertheless, the great majority of the rural areas of the country are still wi thout 

electric ity. Even those with grid access experience frequent blackouts parti cularl y 111 

summer seasons (i.e. from February - June) when dams face sholtage of water. 

4.3.3 Government regulations of the electricity industry of the country 

Starting fro m the introduction of e lectricity to the country the government is controlling 

the industry on different structures and settings385 based on veltically-i ntegrated structure. 

In other words, a vertically-integrated government owned utility structure continued for 

the last fifty years and may even extend in the future, too, unless some correcting 

mechanism are set in place that encourage private sector participation espec ially in the 

generation segment of the industry. This type of structure, however, is not unique to 

Ethiopia rather it had been app lied in different parts of the world and at different times. 

For example, in the US varying literatures386 confirm that after the 1929 Great 

Depress ion until the 1970s o il cri sis (especiall y until the 1978 enactment of PURPA) the 

principle of Fore/is! mode of capital accumulation on the basis of vertica lly-integrated 

production and internal economies of sca le were the overriding structure of the electricity 

industry of that countly.387 While in Europe especiall y after World War II nationali zation 

of the fragmented energy companies and creating a vertically-integrated structure by 

establish ing spec ial purpose companies responsible for providing the services on cost 

basis were the domi nant approaches until changed by restructuring and privatization that 

384 SWE RA study, supra note 42, p 1.1; Wo lde-G iorgis, s"pra note 185, p 38 
385 Starting from its introduction in 1898 till the establ ishment of EELPA in 1956 the generation and supp ly 
of electric ity had been very much fragmented, i.c. there was 110t a sing le entity legally authorized to 
undertake the e lec tric ity services and acti vities, generation, transmi ssion, distribution and supp ly, of the 
country in a vertically integrated structu re 
386 See Gray, supra note 65; Jaskow, supra note 67; Cameron, supra note 63, pp 4 - 23, e tc 
387 See footnote 87 and associated texts 



stat1ed in UK in the 1980s.388 These structural approaches, wh ich are al so known as "traditional" structure, however, gave way for liberalization of the sector based on market principles that encourage competition whenever possible, particu larly in the generation and retail/supply segments, and app ly ing " regulation for competition" in the transmission and di stribution or "natural monopoly" segments of the industry389 These later approaches are now appl ied by more or less all developed and many developing countries of the world with appropri ate legal and institutional adjustments to fit domestic institutiona l structure, political style, economic, soc ial, cultural , and above all energy resource base of each country390 

The Eth iopian electri city sector went through two stages of development. The first stage relates to the period that starts fro m the introduction of electric ity to Ethiopia (1898) until the time the government undet100k power sector reform measures in 1996-7. During thi s century long period, the Ethiopian electricity sector had been dominated by govel11ment ownership without any significant registered private investment. The second period stat1ed in June 1996 by allowing domestic private investors to pm1icipate in electrici ty generation and supply activi ti es39 t and then EEA and EEPCO have been estab li shed to undertake the regulatory and operational acti vi ti es of the electricity industry of the . I 392 country, respective y. 

EEA was estab li shed mainly as economic regulator with powers and duties to regulate tariff/price of electricity services through issuing, renewing, suspending, and revoking licenses for the generation, transmission, distribution & sale, import, and export of electric ity. By the same token EEA is empowered to undertake technical regulation through inspecting and supervising whether the generation, transmission, di stribution and sale of electricity serv ices are efficient, safe, and reliable, of course, by determining (in advance) the qual ity and standard of electricity services sought. On the other hand, 
]88 See footnote 109 and associated tex ts 
389 Cameron , supra note 63, pp 23-24 
390 Ibid, P I I 
) 91 The first investment proclamati on that allow private investment in the electri city sector of the country is - InveSllllent Proclamation No 37/ 1996, Federal Negari/ Gaze/a, 20

' Year No 25 , IS'" June 1996, Art6( lb) which allowed on ly private domestic investors to participate in the production and supply of electr ical energy with installed capacity of up to 25 MW 
392 See Elect ric ity Proc lamat ion, and EEPCO establishi ng Regulati on, respectively 
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EEPCO was changed from Authority, EELPA, to Corporation, EEPCO, i.e. corporatized 

and mandated to run its activities on the basis of market principles, i.e. commercialized. 

All these important restructuring measures of the power sector of the country taken at the 

beginning of the second stage relates only to the "first stage of reform" usually known as 

" least radical level of reform". 393 

Moreover, as fa r as the country's trend is concerned, the aforementioned five mall1 

reasons394 may have their own relevance for the government ' s cont inued monopolization 

of the electricity industry of the counhy. Enacting enabling laws in the last twelve 

years395 intended to allow private investment in the sector and establishing regulatory 

institution (i.e. EEA) to facilitate the purpose396 might be taken as a major step forward. 

However, these measures, by any standard, are not enough for rea liz ing such high 

technical skill requiring, capital-intensive, high-ri sk, etc type of investment, especially 

main ly using renewable energy resources, such as hydropower, geothermal, so lar, and 

wi nd. In sum, enacting successive legislations for liberali zing the electric ity industry of 

the country couldn 't achieve to register any significant result in attracting private sector 

investment thereby changing the status quo. 

Of course, in the past particu larly at the beginning of liberal ization of the electricity 

industry of the country (i.e. 200 I - 2004) different foreign companies showed their 

interest to generate e lectricity mainly from hydropower and sale to EEPCO based on the 

PPA to be concluded between the investor and EEPCO. In addition , most of the investors 

demanded the government to give them "Sovereign Guarantee" in the form of lA, usually 

used as a security if EEPCO fail to honor the pPA. 397 Most of these companies not only 

393 Bacon, Robert and Gutierrez, Luis E. ; Global Reform Trend Gild Institutional Optiolls for Sub-Sahara 
A/rica; in: Power Sector Re/orm and Efficiency fmprovements ill Sub-Sahara A/rica, Johannesburg, June 
1996, Symposium Jointly Organized by The World Bank Afr ica Region and Energy Sector Management 
Ass istant Programme (ESMAP), December 5-8, 1995, P 103 
394 See footnote 376 and associated texts 
J9S lnvestmcnt Proclamation No 37/1996; Of course, In vestment Proclamation has undergone more than six 
amendments whereby, pursuant to Art 5( \a) of the ex istinf amended version, i.e. Investment Proclamation 
No 280/2002, Federal Negarit Gazeta, 8'" Year No 27, 2" Ju ly 2002, except in the transmission and supply 
of electri ca l energy th rough the Integrated Nati onal Grid System, which is an area of investment reserved 
for the Government or joint investment wi th the Government, investment in electricity in whatever sources 
and without any capacity limits are open for both domestic and foreign investors. 
J96 It should be noted that generation and retail segments of the industry could safely be made competi tive 
397 A ll these draft PPAs and lAs subm itted by these different companies a re found in EEA library 
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expressed the ir commitment but also signed MOU398 with EEPCO and submitted their 

draft PPA and lA to EEPCO and EEA, respectively, for further discussion and 

negotiation. These draft agreements (i.e. PPA & IA) are very detail with so many 

schedules and annexes, drafted by US & UK highly qualified expelis in the field. These 

PPA & IA draft were used for similar negotiations in other countries. J99 The two main 

elements of contention between these companies on the one hand and EEPCO & EEA on 

the other were the price of electricity they demanded to get400 and the excessive guarantee 

they asked the government to provide them. 401 After all such di scussions all the 

companies who signed MOU with EEPCO retreated and in the fina l analys is none of 

these "projects" become operational. 

As a result there is no meaningful private investment in the electricity industry 

particularly in the generation segment where currently the countly is highly in need of 

sati sfy ing the ri sing demand of electricity throughout the country. Thus, the more specific 

issues to be dea lt with here are: What are the main causes of these failures? Can all these 

fa ilures be attributab le to legal, institutional or regulatolY fa ilures? What other causes can 

be forwarded to supplement such failures? What types of new approaches should be 

followed to correct such shortcomings and attract private sector investment? To answer 

these and similar issues the different alternatives available and used internationally have 

to be sea rched and careful analys is be made to choose the right method based on the 

398 Among the MOU signed between EEPCO and different compan ies the following are pertinent: 
~ MOU bin EEPCO and MIDROC for Gojeb 150 MW HPP IPP scheme signed on January 2, 2001; 
~ MOU bin EEPCO and ENE RCO for Genale 162 HPP 11'1' scheme signed on May, 200 I; and 
~ MOU bin EEPCO and ENERCO for Awash 40 HPP IPI' scheme signed on May, 2001. 

399 The sa me draft PPA & IA submitted by Midroc - Gojeb Hydropower Project were a lso submitted to the 
Ugandan Government for the development of Bujagali Hydroelectric Proj ect by AES Ni le Power Ltd 
(AESNP) in a BOOT basis which was negotiated and debated by Ugandan Parliament and finally signed 
for the generation of250MW electric power with an inves tment capital of US $ 550 million. Nevertheless 
for different reasons it was not implemented. Different analysis and comments are found in the internet 
inler alia sec, __ ,The Bujagali Power Purchase Agreement - all Independent Review; By Prayas, Energy 
Group, Pune, India for Inte rnational Rivers Network, 1847 Berkeley Way, Berkeley, CA 94703 , USA, 20 
November 2002; Internet: http: //www. irn.ore; last visited October 17,2008 
400 For example Midroc - Gojeb Hydropower Project, wh ich was intended to develop Gojeb Hydropower in 
an installed capacity of 150 MW with an in vestmcnt capital of US $ 350 mi llion on build-own-operate 
(BOO) bas is, asked nearly 6 US cenl/KWh of energy, which is more than the electricity price Ethiopia 
agrecd, during the primary negotiation, to sell to the Sudan, i. e. 5 US cent/KWh by constructing morc than 
250 kilometer additional hi gh voltage transmission line (i.e. 132KY A) extending from GondaI' to Shehdi 
(Ethiopia - Sudan border point) and others intended to rollow the same trend. 
401 By the same token Midroc - Gojeb Project asked through its c1raft IA to make all properties of Ethiopia 
including a ll civi l and mil itary ai rcrafts as security ifEEPCO fai l to honor any of its ob ligations in the PPA 
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political style, economic po li cy, institutional structure, and of course, energy resource 

base o f the country. In other words the reform process both from the regulatory (EEA) 

and utility (EEPCO) sides has to be reviewed and streamlined for the next stage/leve ls of 

power sector re form. 

Internationa l experiences of the last three decades espec ia ll y starting from mid­

I 980s402show us that different nations and states of the world , e.g. UK, Chil e, Argentina, 

Australi a, New Zealand, Spain , Netherlands, Mexico, Germany, Finland, Sweden, etc 

have shifted fi·om a vertica ll y integrated structure mainly do minated by public ownership 

to market based competitive arrangement on the basis of private ownership principles. 

This type of rad ica l shift made in the energy sector particul arly in the electricity industry 

is termed by some scholars as a shift from " traditional paradigm" to "market-ori ented 

paradi gm,,403 Currently in addition to the above mentioned industriali zed countries of the 

world developing countries are also making such shift to "market-oriented paradigm". 

The main features of thi s shift are inter alia: 

~ disintegrati ng the verti ca ll y-integrated structure (i.e. unbundling); 

~ encouraging and supporting new entrants in the market; 

~ remuneration on the basis of market price not costs; 

~ publ ica tion of tariffs for natura l monopo ly segments (i. e. transmiss ion and 

di stribution); 

~ establi shing an independent regulator, etc404 

Of course, the extent of appl ication of these features varies from country to country based 

on the institutional structure, cultural background, po litical sty le, economic policy, and 

energy resource base of each country. For example, UK and Chi le, etc had chosen 

privat ization whil e others like Nordic countries, Australia, New Zea land, Mexico, 

Netherlands, Argenti na, etc followed other methods including corporati zation fo llowed 

by unbundling 40S Nevertheless, the newly market-oriented approach has shown benefits 

402 In the US sllch pa radigm shift started after PURPA was enacted by US Congress in1 978 
403 Cameron, supra note 63 , pp 6-3 3 
404 Ib id, P 8 
-1 05 Reiche, Kilian; Tenenbaum, Bernard; and Torres de Mastic , Clementia ; Electrification alld Regulation: 
Principles alld a Model Law, The World Bank Group, The Energy and Mining Sector Board Discussion 
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such as bringing prices down, increas ing efficiency and reliability of electric ity services 
and improved fu rther private investment in the electricity industry. 

Reform is not a one time action rather a conti nuous process with different stages or levels 
that must be implemented through successive actions. Accordingly countri es starting 
their reform from the first stage need to move to the second stage and continue until 
reaching the last stage, i.e. " ... most radical options [that] allow the private sector to take 
full responsibility for operation of ex isting assets and for investment. .. ,,406 Nevertheless, 
for the last twelve years both the regulator (EEA) and the operator (EEPeO) didn't apply 
any add itional stages of reform that ensure the power sector of the country is undergoing 
continuous re fo rm process. 

Investment in the electricity sector parti cularly 111 the generation segment is not only 
capital-intensive with long pay-back period but al so requires high technical skill s and at 
the same time associated with different types of risks . Some of these risks could easily be 
hand led by the investor wh ile others either by the utility (EEPeO through PPA), 
government (sovereign guarantee), the regulator (EEA), insurance companies, etc as the 
ease may be. For example, the investor should employ ski lled personnel, and handle 
some of the ri sks li ke construction ri sks, resource ava ilabil ity ri sks, e.g. availability of 
enough water, geothermal at the requ ired heat and pressure, standard wind speed, and fo r 
so lar suffic ient sunshi ne hours and radi ation , etc. 

Furthermore, EEPeO may be required to undertake proj ect preparation studies before the 
investors are called; drafting appropriate contractual agreements including PPA and make 
them ready for negotiation; obtaining, in advance, the necessary statutory and 
environmental permits and clearances; handling resettlement, compensation, land and 
water rights issues at an early stage; etc.407 The regulator (EEA), on the other hand , is 
required to rati onalize electricity tariff structure aimed at protecting debt servicing;40S 
implementing special incentive program, e .g. FIT law fo r investors participating 111 

Paper No 18, July 2006, important paper havi ng 44 pages; __ ; Best Practices Gllide: Electricity Regulatioll 111 Latifl America, 101 pages important papers, Both papers found in EEA Library 406 Id 
407 Head, supra note 28, p 63 
408 Ibid, P 60 
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"smal l-sca le" hydropower, geothermal, so lar, wind, urban waste, etc. electricity 

generation investments; creating a fair and equal playfield and transparent regulatory 

envi ronment whereby both EEPCO and investors easil y manage, etc. 

The basic power sector reform process undertaken in any country contains, at least, two 

components . The first component relates to the establishment of a strong and independent 

regulatory institution responsible for supervising the smooth implementation of the 

reform process as envisaged at the outset without any substantial adverse effect and at the 

same time facilitating the introduction of new investment in the sector. International 

experIence in energy sector regulatory reform show that the key element in a "best­

practice" regulatory system li es on the independence of the regulator.409 Independence of 

the regulator here means that the regulator 's decisions are made w ithout the prior 

approva l of any other government organ, and no authority other than a court or a pre­

establi shed appellate body can overrule the regulator's decisions.4 loThe tlu'ee institutional 

aspects used to measure the decision making independence of any regulator are: I) 

. . I ' d d 411 orgal1lzatlOna III epen ence, 2) financial independence,412 and 3) management 

. d d 41 3 111 epen ence. 

409 However, for "best practices" regulatory model, in addit ion to the institutional and legal characteristics 
of the independent regulator model, there also ex ist the principles and stalldards to implement them; 
Brown, Ashley C., Stern , Jail , and Tenenbaum, Bernard; Handbookfor Evaluating Infrastructure 
RegulatOlY System, The World Bank, 1818 H Street NW, Washington DC 20433 , 2006, P 50; Accord ing to 
Stern and Holder, in add ition to independence the other four important institutional elements used as a 
parameter to test the credibili ty and strength of any regulatory institutions are: I) participation (i.e. a 
comprehensive process of formal consultation - including public hearings and publication of and comment 
on consu ltation responses - is fo llowed before decisions are made; 2) accountability (i.e. there is full 
accountabil ity in terms of appeals, including a specific legal right of redress. The accountability of the 
regulator to Courts or parliament for fu lfilling genera l legal duties is appropriate without being excessive); 
3) transparency (i.e. all regulatory documents are available to the public, except where specifically 
classified as confidenti al and the regulator publishes major decisions as well as the reasoning behind maj or 
decisions); and 4) predictability (i.e. regulatory powers and duties cannot be changed without changes in 
primary law; key regulatory instruments or documents cannot be changed without undergoing appropriate 
processes; and there is a clear policy and coherent approach behind all decisions); see Stern, J., and Holder, 
S.; RegulatOlY Governance: Criteria fo r Assessing th e Peljormance of RegularOly Systems, An Application 
to In frastructure Industries in Developing Countries of Asia, The World Bank, 18 18 H Street NW, 
Washington DC 20433, 1999, P 45 
410Browl1 , Ashley C., Stern, Jon , and Tenenbaum, Bernard, supra note 409 
411 Id, organizational independence is organizationally separate from ex isting ministries and departments 
412 Id , jinancial independence means an earmarked, secure, and adequate source offunding 
.tI J Id, management independence means autonomy over internal administration and protection from 
dismissal without due calise 
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For example, the power of EEA is only "to study and recommend" electricity tariff/price 

and it is the government usually the Council of Ministers that approve or determine the 

tariff/price of electricity. However, the basic regulatory principle to exist in every power 

sector reform is that the government is required "to refrain itself from interfering with 

price settings,,414 Independent regulator is the basic prerequisite for attracting private 

investment in the sector415 As part and parcel of independence a regulatory body is 

required to satisfy other criteria like: "credibility, legitimacy, and transparency" 416. In 

sum, in restructuring the regulatory institution both the international experience on the 

sector and the country's institutional structure, political style, cu ltural, economic, etc. 

factors must be taken into account. 

The main justification for the establishment of economic regulator of any country is both 

to protect consumers against monopoly abuse (i.e. through price, and quality-of-service 

regulations) and investors (i .e. private or community-based) interests. Usually Investors' 

interests can be protected by making known all their rights and obligations before the 

investment are made 417 Moreover, the general principle is for any regulatory organ of the 

electricity industry is required to provide all the aforementioned and other relevant 

information in advance and at the same time ensure that whatever commitments are 

written in the in the law or license will actually be honored.4l8In addition, any regulatory 

system in the electri city industry can also be viewed from two dimensions: regulatory 

governance (it refers to the institutional and legal design of the regulatory system, i. e. the 

4I4[b id. pili 
415 Cameron, supra note 63, p 24 
4I6Brown, Ashley c., Stern, Jon, and Tenenbaum, Bernard, supra note 409 , P 55; [n general Credibility 
means that the in vestors Illllst have confidence that the regulatory system will hOllor its commitments; 
Legitimacy means that consumers must be convinced that the regulatory system will protect them from the 
exercise of monopoly power, whether through high prices, poor service, or both; and Transparency means 
that the regulatory system must operate transparently so that investors and consumers "know the terms of 
the deal" in advance 
417 This is to mean the investor needs to know the prices that it will be allowed to charge - so it can estimate 
expected revenues - and the service standards that it will be required to meet - so it can estimate expected 
costs. In add ition, investors need to know for how long they have permission (that is, legal authority) to 
provide a service, whether that right is exclusive or nonexclusive, and whether there will be some 
compensati on if the license is take over by another party (for instance, whether there is any compensation 
to the operator if the national grid reaches the geographic area served by the minigrid operator). All these 
rights and obligations of the investor are part and parcel of entry regulation .; see Reiche, Kilian; 
Tenenbaum, Bernard; and Torres de Mastic, Clementia, supra note 405, p 14 
418 [d 
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how of regulation) and regulatory substance (it refers to the content of regulation, i.e. the 

what of regulation)419 All these analys is are equally relevant and applicable in the 

regulatory system of the electricity of the country. 

"Heavy-handed" and " light-handed" regulations are the two approaches of regulation 

applied in power sector regulation. Of course, "Heavy-handed" or overregulation is 

nowadays criti cized as "clearly hurts economic development,,420 It is especially true for 

those private or "community based" investors participating in off-grid rural electrification 

at pica and micro level. The main reason is that regulation should not be taken as an 

alternative unless it is found "absolutely necessary" to do so. It has to be noted that any 

regulation will cost time and money to comply wi th. Moreover, the electricity/energy 

regulatory legal framework is required to mandate " the regulator with explicit authority 

to vary its regulatory mles and procedures (concessions vs. licenses vs. permits) 

depending on the nature of the entity that is being regulated (small vs . large, grid vs. off­

grid , private vs. community based)421 

The other equa lly impoliant point to be rai sed here is to know that regulation does not 

exist in isolation paliicularly from policy framework (that is, at national and/or 

regional/state level). This is to mean "regulatory decisions must be consistent with policy 

decisions".422 For example, in the area of grid and off-grid electrification the government 

may provide in its policy different supports and subsidies that the regulator should take 

into consideration. That is why the government estab lished REFS particularly for off-grid 

rural electrification whereby especial supports and regulatory systems are set and 

required to be followed in electrifying the rural areas of the country. 

419 Ibid, pp 14- 15; Regulatory governance is defined by the laws, processes, and procedures that determine 
the enterprises, actions, and parameters that are regulated, the entities that make the regulatory decisions, 
and the resources and information that are available to them. Further, it is the framework within which 
regu latory decisions are made. Regulatory governance involves decisions about among others: I) the 
accountability of the regulator; 2) decision-making and organizational autonomy of the regulator; 3) 
transparency of decision making by the regulator or other entities that are making de facto regu latory 
decisions; 4) the predictabili ty and speed of regulatory decision making; and 5) judicia l and non-judicia l 
mechanisms for appeal ing regu latory decisions. On the other hand, the most important substantive 
regulatory function s involve among others: I ) the selling of tariff levels and structures; 2) the selling of 
qua lity-of-service standards; and 3) the selling of entry and ex it requirements, fd 
420 Ibid, P 18 
'21 Ibid , P 30 
422 Ibid , P 16 
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The second component of reform includes restructuring of the incumbent from vel1ically­

integrated structure "traditional paradigm" that avoids or discourages private 

participation to a structure that enables private investment in the sector. On the other 

hand, EEPCO is still operating in a vertically-integrated structure with all the generation, 

transmiss ion, di stribution & sale, import and export activities being implemented by one 

corporation, which is also known as "traditional" mode of operation. The principal 

features of traditional mode of operation are inter alia: I) exclusive rights to build and 

operate networks, granted under concession or license; 2) closure to competition; 3) 

vertica lly-i ntegrated operations; 4) a high degree of planning with tight, centralized 

control; and 5) remuneration on the basis of hi storical costs; etc423 all are mainly the 

characteristics of EEPCO 's current operational structure. In order to promote private 

investment in the sector this traditional mode of operation has to give way for more 

liberalized structure by creating a level playing field , i.e. creation of non-discriminatory 

access rights to information and for networks.424 

The first solution is creating a level play field suitable for both the incumbent and the 

new private entrants. This can be easily achieved through di sintegrating the different 

components of the power sector (generation, transmission, di stribution , and retail 

sale/supply), which is known as unbundling. The primary objective of unbundling is to 

"eliminate incentives or abi lities to discriminate against competitors by means of 

vertica ll y-integrated companies".425 The three forms of unbundling usually used in such 

instances are: I) fu ll structural separation by law - through either fully formal separation, 

or corporatization of the different segments of the industry; 2) functional separation -

same ownership with different management structure; 3) separation for accounting 

purposes - may be the weakest form of unbundling used mainly to expose cross-subsidies 

and prevent an entity from discriminate in favor of itself and against competitors.426 

Moreover, EEPCO better be unbundled into separate components through phases, e.g. 

first starting by accounting separation to functional separation and finally full structural 

423 Cameron, supra note 63, p 7 
424 Ibid, pp 26-27 
425 Ibid, P 26 
426 Ibid, pp 26-27 
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separation. EEPCO can first unbundle the generation segment from the transmission and 

di stribution usually known as "natural monopoly" segments. Tn addition, EEPCO can 

undertake horizontal unbundling of the di stribution segment based on carefully selected 

regional or zonal criteria and further transfer some of these hori zontally unbundled 

distributions to reliable regional or municipa l or private ly established companies. Based 

on the experiences and lessons gained, of course, the time frame set that should not be 

more than fi ve yea rs, apply the unbundling process on the remaining parts of the industry. 

The second solution is drafting and making available appropriate contractual agreements 

to be concluded between the investor and the government and its utility. In other words, 

in order to attract private participation to the sector various approaches needs to be 

devised including making available unbiased PPA, if needed, suppOited by sovereign 

guarantee in the form of IA. In addition, there will be other types of agreements, of 

course, based on the type of energy resources used and energy capacity generated that the 

private investor may conclude and the regulator should have proper oversight for their 

conformity to the industry regulatory functio n. 

[n drafting and negotiating these agreements (i.e. PPA and IA) the two most important 

scheme used by the private sector in financing and to a llocate ri sks to the party best able 

to manage it (i.e. BOO,427 and BOT428 
) have to be di scussed. These two schemes are the 

most widely used especially in generating electricity from hydropower, geothermal, 

wind, etc. This is because investment in these areas are predominantly capital intensive 

that requires using of different financing arrangements i. e. equity and 10an.429 Developing 

427 The main feature of BOO scheme is that the developer is entitled to own the facility indefinitely and sell 
the electricity generated under long-term contract based on PPA and remunerate fixed costs through a 
capacity charge and variable costs through an energy charge; see Cooper & Lybrand, Financing Africa's 
Power Sector: Issues and Options; in: Power Sector Reform Gild Efficiency Improvements ill Sub-Sahara 
Aji-ica, Johannesburg, June 1996, Symposium Joint ly Organized by The World Bank Africa Region and 
Energy Sector Management Assistant Programme (ESMAP), December 5-8, 1995, P 156 
428 Head, supra note 28, pp 23-46; the main characteristics of BOT scheme is that the private investor is 
responsible to finance, construct, own and operate for a limited period o f time, i.c. "Cooperation Period", 
after which ownership reverts to the govemmellt. During the "Cooperation Period", however, the investor 
is a llowed to recover its costs with profit through payments related to the proj ects output, Id, P 23 
429 Ibid; according to Mr. Head analysis there are two types of financing of a project. These are I ) equity, 
and 2) loan. In financing jargoll equity is nothing but that portion ofa company's net worth belonging to its 
owners or shareholders. On the other hand, recourse and nOB-recourse types of financing shou ld also be 
considered in cases of financing a project through loan. Recourse financing refers to a project developed by 
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countries undergo ing power sector reform uses these schemes as a means of attracting .. . I FIT k 430 PI ·1· . 43 I N I 432 L 
private Investments III t 1e sector. or examp e, ur ey, 11 Ippllles, epa, ao PDR,4JJ Uganda,434 Kenya435 etc used either BOT or BOO schemes, of course, by enacting enabling laws to implement these schemes. 

These schemes are available only when a power sector undertakes restructuring process from the traditional mode of vertically-integrated to market-oriented (unbundled) structure. Nevertheless, our power sector restructuring not only fail s to continue the reform process by streamlining the legal and institutional instruments from both the regulator and utility sides but also the first legal and institutional frameworks intended to lead the reform process couldn ' t satisfy even the first stage of reform. In sum, the reform that stalled twelve years earlier neither achieved the intended result nor streamlined through continuous revision and amendment to undertake the next stages of the reform process. This indicate the government, MOME, MOTI, EEA, EEPeO, all stakeholders in the sector that include the di fferent professional associations (e.g. electrical, mechanical, civil engineering), high power consuming entities, etc should discuss and come with acceptable solutions that lead the restructuring process ahead and further leverage it to improve the electricity industry of the country. 

an existing company already owning assets which are operating wherein lenders will have full recourse, while nOll- recourse financing refers to a new project developed by a totally new company with no other assets and hence the imbursement of the loans tota lly depends on the finan cial result, i.e. cash flow, of the project. In electricity generation from hydropower sources which is highly capital intensive both equity and loan financing mechanisms play great role. Thus, in attracting equity and loan finance the right alternative of the above mentioned organizational modes should be considered by taking the lega l and financial implications associated with each one mechanism, Ibid, pp 46-53 430 Turkey is known as a birth place of BOT scheme especially for hydropower developmenls and successfull y developed different hydropower projects like 8irecik having 672 MW insla lled capacity. I had an opportunity 10 visi t 8irecik HPP in 2003 to get experience in drafting and negoliating PPA & IA '" Philippines used BOT scheme for developing hydropower projects like 8akul/, Sal/ Roque, Casecl/al/ , elc. after restructuring its power sector in 1987 and opening the generation segment for pri vate investment. In doing so Phil ippines enacted an enabling law for BOT scheme in 1992, which provide for the private sector to finance, construct, own, and operate sllch projects for a given period of time, "Cooperation Period" thenafter ownership reverts to the government; see Chris Head, supra note 182, pp 30-32 432 Nepal after restructuring its power sector faced with the problem of attracting private investment in the sector (lPP) and lIsed various mechanisms to increase its electricity generating capacity, including providing PPA & IA and thereby become successful in attracting hydropower projects like Khimti I with installed capacity o f 60 MW , Upper 8110/e Koslli hav ing installed capacity of36 MW, Seli with installed capacity o f750 MW, etc; see Head, supra note 28, pp 33-34 
4J] Ibid, pp 32-33 
434 See footnote 400 and associated texts 
435 See footnote 117 and associated texts 
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Chapter V 

The Legal and Institutional Framework fOl' Regulating Enel'gy Efficiency: 

the Ethiopian Context 

In this chapter two main issues wi ll be addressed. The first issue relates to: What are the 

existing policy, legal , institutional , and regulatory instruments of energy efficiency in the 

Ethiopian context? The second main issue is: What alternative legal, institutional and 

regulatory frameworks can be suggested for the proper and effective application of 

energy efficiency in the Ethiopian context? In order to treat these two main issues the 

chapter is divided into four sub,chapters. The first three sub-chapters discuss energy 

efficiency issues on the bases of the three main sectors most pertinent under the Ethiopian 

scenario, i.e., appliances & equipments, industry, and transport4J6 while the fourth sub­

chapter deals with energy efficiency from the point of view of the supply side. Each sub­

chapter di scusses on policy, legal , institutional , and regulatory frameworks of energy 

efficiency. Now let's see each part of the chapter separately.437 

4]6 It is to be noted that energy effi ciency in bui lding will not be discllssed as a separate sub-chapter. This is 
because both the climatic conditions and economic development of the country do not call for massive use 
of air conditioner CAe) in buildings. Some regions like Afar, Gambella and Somali have locations with 
seasona l hot temperature that requ ire using AC. However, both from the socia l and economic situations it 
doesl1 ' t call for general discussion as the lise of ACs in these regions are not widespread. In addit ion, the 
existing poli cies, (i.e. thc Energy Pol icy and the 2006 Urban Development Policy) and laws, (i.e. Urban 
Planning Proclamation No 574/2008, Federal Negarit Gazeta , 14'" Year No 29, 16'" May, 2008, and the 
draft Building Proclamation) do not contain related provisions of energy efficiency in buildings. Plus, 
re levant officials in the Ministry of Works and Urban Development that I interviewed do not have such 
information let alone to make it part and parcel of po licy and legal frameworks under consideration 
437 Currently, there is no an integrated lega l and institut ional instrument put in place in regulating energy 
efficiency cases both at the federal and states level albeit various lega l and institutional instruments might 
be found in a disintegrated style. However, there are attempts made by different institutions particularly at 
the federal level to bring energy efficiency cases in its proper place. For example, Ministry of Mines & 
Energy, EEA, and EREDPC estab lished a reengineering team to study the process of achieving energy 
efficiency activities as part of their BPR study_ I couldn 't include the final resu lt of that study as it is not 
made official until end of February of 2009. Thus, in order to fill the gap created by the unavailabili ty of 
integrated lega l, institutional , and regulatory frameworks and at the same time wri tten mate rial on the 
subj ect certain comparative analys is mode of study wi ll be followed , as may be appropriate, throughout the 
discussion of this chapter. 
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5.1 Energy Efficiency in Household Appliances & Equipments438
: Policy, 

Legal, Institutional, and Regulatory Frameworks 

5.1.1 General 

[n developed countries electricity plays significant role in powering of appliances, 

equipment and li ghting in res identi al and commercial buildings439 However, in Ethiopia 

only about 20 per cent of the population are said to have access to electricity,440 i. e. 

nearl y 80 per cent of the population have no access to electricity that make it to be at the 

lowest level even from the average African standard44 1. In other words, the annual per 

capita electric consumption of Ethiopia is around 35 KWh442while the average household 

electricity consumption per capita of Africa is around 140 KWh ,443China around 430 

KWh, Europe around 1500 KWh ,444 and North Ameri ca 4500 KWh 445 This statistical 

data indicate that in the Ethiop ian si tuation even those w ith access to e lectricity use 

electricity main ly for lighting. Hence, the role of electricity in powering household 

appliances & equipments remain insignificant. 

Moreover, in Ethiopia the main source of energy for household acti vities is substantially 

limited to traditional sources of energy, i.e. biomass which covers more than 90 per 

cen t.446 As fa r as traditional energy utili zation for household purposes is concerned it 

consists of three stone/clay stove (in Amharic gullicha) used for cooking and Mitad 

(traditional bread baking) the efficiency of it is said to be not more than 10 per cent,447 

i. e. 90 per cent of the energy is lost in the process . However, in order to reduce and rai se 

438 Appliances and equipmcnts includes: refrigerators, air conditioners, lighting, washing machines, boilers 
and water heaters, dryers, di shwashers, cook ing equipments, electronic appliances (televisions, computers, 
digital video recorders), office equipmcnts (copiers, fax machines) 
439 Hodas, supra note 168, p 47 
440 EEPCo Facls in Bl' ief2007, Addis Ababa, March 2008 
441 Energy Efficiency Policies, 2008, supra note 14, p 31, see also foot note 442 and associated texts which 
provides access to electric ity of Africa is 40 per cent and that of India 50 per cent 
442Bekele Bayissa, Visiol1 2020 Ethiopia: Energy and Development ill Ethiopia , (Translated by: Yanas 
Admassu); Economic Focus (Bullelin of the Elhi opian Economi c Association) , Vol. 7 No 6 (March 2005), 
p 31; NB in the documenl the per capita is 28 KW however in differenlunpub1i shed reports it is made 35 
K Wand it is to be more "optimisti c" if such achievements have been gained 
443 Energy Efficiency Policies, 2008, supra nole 14, p 30 
444 In EU new members coun tries from the Baltic region and Central and Eastern Europe, the average is 
sa id to be tw ice lower than the average for Europe, Ibid, p 3 1 
445 Ibid, P 30 
446 See footnote 322 and associated texts 
447 Bekele, supra nole 442, p 28 
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the erficiency of these three stone/c lay stoves, EREDPC and the GTZ made efforts to 
produce and dissem inate improved wooden and charcoal stoves448 EEPCO, on the other 
hand , in order to reduce power shading caused by the imbalance of supply and demand of 
electrical energy, is now making efforts to replace the currently used incandescent lumps 
by CFL.449 

5.1.2 Policy framework 

The 1994 Energy Policy of Ethiopia has important elements that deal on energy 
efficiency issues. For example, it is provided that the government's policy in energy 
efficiency in the household sector is to increase through instituting energy saving 
measures450 As to what constitute such energy savi ng measures are not clearly stated in 
the Policy. Empirical study, however, shows that energy efficiency measures vary from 
sector to sector (i .e. appl iances, transport, industry, buildings) , from time to time, and 
based on the economic standards of a given society and types of technologies 
alternatively opted, etc to implement a given energy efficiency measure45I Accordingly, 
policy makers usuall y consider different approaches of energy efficiency measures. For 
example, by offering consumers a choice of alternative push/pull measures, i. e. to "push" 
consumers away from energy intensive practice and to "pull" them towards energy 
ffi . 452 e IClent ones, etc . 

On the other hand, the 1994 Energy Policy mentioned the need for gradual bui lding of 
loca l manufacturing capability of electrical equ ipments and appliances.45l Rai sing the 
awareness of the public in relation to genera l energy issues through education is the other 
important approach taken by the Energy Policy as a means of enhancing energy 
savi ngs 454 When we see all these policy elements from the point of view of raising the 
effic iency of the traditiona l household energy, it can be said that there is no po licy barrier 

448 Id 

449 Personal communication with relevant EEPCO officia ls including Ato Gashaw Hassen, Energy Efficiency Project Coordinator of EEPCO and currently EEPCO is replacing up to four incandescent bu lb with equal number of CFL per customer 
450 Energy Po licy, Art 6.3. 1 
451 Efficiell cy: A Wor"" vide RevielV, 2004, supra note 53, p 78 
452 Ibid, pp 78-82 
45J Energy Poli cy, Art 6.4 .2 
454 Ibid, Art 6.4.4 
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in the area. However, in order to fit wi th the existing economic development of the 
country, the policy needs updating (revis ion) and need to be buttressed by deta il 
strategies and programmes. 

5.1.3 Legal framework 

The only lega l instrument that can be applied in household energy efficiency issue is 
fo und under the EREDPC Proclamation which provides that ERED PC shall have the 
powers and duties to "study the production, di stribution, utilization and conservation of 
affordable and efficient energy resources and technologies with due regard to the . . . rural 
community via private, public and other sectors as the case may be,,455 Hence, EREDPC 
can be taken as the only federal government organ empowered to undertake studies for 
the production and promotion of energy effic ient resources and technologies that include 
household appli ances & equipments. However, the focus of EREDPC is mainly on 
technologies most suitable for rural community wh ich might not be proper for urban 
communities . Thus, legal instruments that enable for the proper implementation of the 
policy framework in the area of appliances & equipments needs to be devi sed that can be 
applied in al l segments of the society. 

5.1.4 Institutional framework 

Energy effic iency policies and laws require institutions empowered to implement such 
pol icies and laws into practice. In federally structured countries such energy efficiency 
insti tutions are establ ished mainly both at federa l and state levels . However, in Eth iopia 
there are no governmenta l institutions specifica lly established to undertake energy 
efficiency measures albeit organs estab lished for other energy affai rs do have powers in 
such cases too. Accord ingly, at the federa l level EREDPC is the institution empowered 
fo r the promotion and dissemination of energy efficiency resources and technologies 
mainly suitab le for rura l communities 456 In addition, EEPCO clilTentiy estab li shed a 
project office specifica lly destined for the purpose of distributing CFL for its customers. 
Hence, any customer can rep lace up to four incandescent bulbs with CFL free of charge 
at his/her nearby servi ce providing offi ces and such rep lacement is expected to continue 

45S EREDPC Proclamation, Art 6(5) 
456 Ibid, Art 6( 1) 
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until the cUlTent power shortage or more clearl y electri city "cri sis" of the country caused by water shortage of most of the hydropower dams is corrected.457 

It has to be noted that EEPCO is a corporatized public utility established to undet1ake the business of generation , transmission, di stribution and sale of electricity. Though EEPCO showed strong interested in the area of energy efficiency from the demand side mainly to avert the existing shortage of power, which is very much appreciated, such strong interest might not continue sustainably in the long tem1 particularly when there comes no shortage of power or private competitors involved in the electricity market of the counlly . 
At reg ional states level each regional state has corresponding bureaus and offices that could implement energy efficiency legal instruments.458 In addition, currently regional states do not have clear legal mandate to work on energy efficiency issues459 

5.1.5 Regulatory framework 
Labels460 and energy performance standards are the two most globally applied energy effici ency regulatory instruments in the area of household electrical appliances & equipments46t Thus, in countries where labels and standards are being mandatorily applied both manufacturers and consumers are required to comply with it the violations of which entail enforcement. 462 On the other hand , at present there are no specificall y provided mandatoty regulatory instruments in place in the Ethiopian context in relation to household electrical appliances & equipments. Of course, since Ethiopia is neither a manufacturing nor high utilizing (at least cUlTently) country of household electrical 

457 Personal communication with Ata Gashaw Hassen, EEPCO 's Energy Efficiency Proj ect Coordinator 
and other relevant sta ffs of the same project distributing CFL 458 See footnote 374 and associated tex ts 459 Personal communication with Ata Fiseha Ginnay Water, Mines and Energy Bureau Head ofTigrai 
Regional State, Ata A lcmaychu Legesse, Ata Mesele Kadachora, and Ato Fantaye Kassahun, Mines and 
Rural Energy Resource Development Promotion Agency representatives of Oromiya, and Amhara, 
Regional States, respecti vely 
46{) Labels are designed to inform consumer choice at the time of purchase and hence label programs seek to 
provide consumers wi th energy effi ciency and lifecycle cost information to encourage market choices to 
purchase energy efficient appliances, while energy effi ciency standards set specific, minimum energy 
performance requ irements for products and classes of products; See Hodas, supra note 168, pp 52-53 
461 Energy Efficiency policies 2008, supra note 14, PI' 43 -47; Hodas, supra note 168, p 48; Appliances 
and equipment'S are the main areas labels and standards are being appl ied in most developed and 
developing countries. 
462 Energy Efficiency Policies. 2008. supra note 14, p 44 
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appl iances & equipments setting of deta il mandatory regulation might not be feasible.463 

Nevertheless, in order to protect the market/consumers from mass importation and sa le of 

substandard and ineffic ient household electrica l appliances & equipments some specific 

mandatOlY standards and labels cou ld be appl ied more appropriately through QSAE.464 [n 

addition , in the area of vo luntary standards QSAE need to issue appropriate Ethiopian 

standards and publici ze it to the public at large in relation to household electrica l 

I· &. 465 app lances eqUlpments . 

5.2 Energy Efficiency in Industries: Policy, Legal, Institutional, and 

Regulatory Frameworks 

5.2.1 Genet'al 

Industrial production has remained the backbone for the economic development of almost 

every country of the world. Energy is one of the main inputs in any industrial production. 

The use of energy in the industrial sector can be viewed from two perspectives, i.e. high 

energy intensive industries (e .g. metal , cement, paper, etc.) and less energy intensive 

industries (e.g. services, electronics, food , light chemicals, etc.) .466 The success of energy 

efficiency measures in any country mainly depends on devising reliable and applied 

463 This is because in troducing regulations for household e lectri cal appliances & equipmcnts cou ld entai l 
considerab le costs both in importation and fo r ensuring compl iance, e.g. the need for greater surveillance of 
products pass ing through Clistoms and increased product testing. See __ ; RegltfatOl)1 Study, Volume I, 
Final Repor! , Apr il 2005, Submitted to EEA, by Economic Consulting Associates (ECA), Bri ti sh Standard 
Institute (BS I) & Campbell Carr Consultancy (Ccq, p 22 ; full document found in EEA Library 
464 Qua li ty and Standards Authority of Ethiopia Establishment Proc lamation No 10211998, Federal Negaril 
Gazela, 4'h Year No 26, 3'" March, 1998 hereinafter QSAE Proclamation ; Art 5(2) provides the object ives 
of the Authority "to assis t in the improvement of the quality of products and processes through the 
promotion and applicat ion of Eth iopian standards"; and under Art 6( I 0) QSAE is empowered "to ... ban the 
movement of products, where the products and/o r processes do not conform to the re levant compulsory 
Ethiopian Standards". 
465 Ibid, Art 6(2) wh ich provides " to formu late, approve, declare and issue Ethiopian standards for a general 
or specific applicat ion as may be necessary" ; and under Art 6(4) it is also provided that " to formulate 
qual ity promotion and standardization poli cy and strategy in line wi th the development programme and 
object ives orthe country and, implement and follow~up the same" as one of the powers and duties of 
QSAE 
466 Warren , Ernst; Price, Lynn ; Brown, Michael; and Bell Jeff, supra note 173, p 27; Nowadays developed 
and count ries in trans ition like China, India , are not on ly showing a decreas ing trend of the energy intensity 
of the ir heavy/hi gh energy consu ming industries through continuous increasing of their energy efficiency 
that include structural changes (i.e. efficien cy improvement due to techn ical and manageria l influences), 
but a lso showing a tendency of shifting towards less energy in tensive activities like services, e lectronic 
goods, light chemica ls, etc. ; See Energy Efficiency policies 2008, supra note 14, pp 26- 27; Efficiency: A 
WorldlVide RevielV, 2004. supra note 53, p 78 
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policy, legal , institutional , and regul atory frameworks at national and regiona l/state 

leve ls, as may be appropriate. 

Moreover regulations, standards, taxations, agreements, targets, reporting benchmarking, 

audits are some of the policy, legal , institutional , and regulatory instruments dev ised and 

applied by different countri es of the world for rai sing the energy efficiency of 

industries 467 Are there suffi c ient policy, legal, institutional , and regulatory instruments 

destined to increase the energy efficiency of energy-intensive industries (e.g. metal , 

cement) in the Ethiopian situation? In the absence of sufficient and reliable frameworks, 

is there any "one-s ize fit all" mode l that could easily be adopted to increase the energy 

efficiency of heavy industries (metal , cement) in Ethiopia? These and similar iGGlI B6 "ill 

be dealt in the next different headings of thi s sub-chapter. 
' . ' 

5.2.2 Policy framework 

Improving the efficiency of industrial equipment to conse f'I'<,L@_adllmld:r-i1re:<dlllj(tc:ee~e:mne t:gy" 

consumption is taken as one policy instrument under the existing Energy Policy of 

Ethiopi a468 [n addition, ensuring compatibility between industrial energy supplies and 

that of the industrial development is also clearly provided as the general industry sector 

policy of the country.469 Hence, in order to ensure industrial energy use energy supply is 

requ ired to be based on economic and effic iency criteri a4 70 

All these policy statements show that energy efficiency in the industrial sector is taken as 

one of the main pillars for industrial development of the country . Nevertheless, the 

ex isting industria l development strategy 47 t let alone describing the detail energy 

effic iency strategies, programmes and targets for app lying the policy tool s of industrial 

sector, it didn't mention the necessity of energy efficiency to achieve the general policy 

frameworks as provided in the Energy Policy. In addition, the Energy Po licy not on ly 

lacks clarity and coherence, but also needs revision to accommodate new technologica l 

and economic developments gained in the last fifteen years after its issuance. 

467 Ibid, P 28 
468 Energy Policy, An 6.3.2 
41,9 Ibid, Art 6.2.4. I 
470 Ibid , Art 6.2.4.2 
471 Indus try Development Strategy, 2002 
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Empiri ca l studies show that both developed and develop ing countries dev ise detail 

policy framework for energy effi ciency in the industrial sector that enab le for the removal 

of barri ers that impede the uptake of energy efficient practices and technologies. Thus, 

the main point to be noted here is that clear and practicable policy instruments of energy 

efficiency in the industrial sector is among the main prerequisites for attain ing the 

required energy efficiency results in the industrial sector of the country. 

5.2.3 Legal framework 

Energy effic iency lega l framework in the industrial sector is not clearly provided in any 

one lega l instrument of the country. Even those relevant laws in the sector do not contain 

provisions that deal on energy efficiency. For example, under Basic Metals and 

Engineering Industry Agency Proc lamation472 it is provided inter alia: 

To assess the production capacities and technological capabilities of enterpri ses 

engaged in the sub-sector with a view to: 

a) facilitating production of key products; 

b) making efforts enabling the loca l production of materials necessary for 

the implementation of projects in the country; 

c) provid ing assistance in building local capaciti es for designing and 

manufacturing new products473 

In add ition, BMEIA is required to promote the expansIOn of modern management, 

engineering and production techniques to ra ise the qua lity of products in the sub­

sector474 The other related legal frame work that requires mentioning here is the provision 

that stipulates " to order, subject to prior notice, the closure of factories or business 

undertakings or the cessation of operations .. . where the products and/or processes do not 

conform to the relevant compulsory Ethiopian Standards".475 All these provisions albeit 

relevant to the meta l industry and mandatory standards of the countty do not have 

prov ision/s that deals specifica lly on the issue of energy effi ciency as part and parcel of 

the industrial production. This show that lot of works should be done by concerned 

institutions such as the BMEIA and QSAE to bring energy efficiency activi ti es may be by 

412 Basic Metals and Engineering Industry Agency Estab lishment Proclamation No 47/1996, Federal 

Negar;1 Gazela , 3" Year No 3, 3 1" October 1996 

473 Ibi d, Art 6(5) 
474 Ibid, Art 6(8) 
475 QSA E Proclamation, Art 6(10) 
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using standards particularly in energy-intensive industries (e.g. metal and cement) as part 

and parcel of relevant lega l framework. 

On the other hand, when viewed globally several countries passed broad and 

comprehensive legislations that cou ld promote energy efficiency practices in their 

respecti ve industrial sector.47G These empirical studies indicate that energy efficiency 

legal frameworks are made mainly as a separate instrument without merging with other 

related areas (like renewable energy resources) . Thus, in the future when the country 

intends to enact legal framework in the area of energy efficiency it will be more suitable 

that such law be legis lated as separate instrument than merging with other areas as 

renewable energy lega l frameworks. 

5.2.4 Regulatory framewo,·k 

The regulatory framework of energy efficiency in the industrial sector in the Ethiopian 

context is not suffi ciently availab le. The only avai lable such instrument is the provision 

that says the QSAE has the power "to order, subject to prior notice, the closure of 

factories or business undel1akings or the cessation of operations, or ban the movement of 

products, where the products and/or processes do not conform to the relevant compulsory 

Ethiopian Standards".477 Since thi s provision is a general provision which is not 

spec i fical ly made to apply to regulate energy efficiency measures in the industrial sector, 

QSAE might not regulate energy efficiency in the industrial sector unless it is related to 

fa ilure to comply its mandatory standards. Moreover, in order to apply the above 

mentioned regulatory instrument in industry energy efficiency cases relevant legal 

instrument that demand complying mandatory Ethiopian standard must exist. 

476 For examp le, Thailand has implemented a number of measures to increase energy efficiency in the 

industrial sector. The measures include demand management programs, specific financiaimcasures, 

minimum effi ciency standards for machinery and the provision of support structures; See generally 

Thai land Energy Conservation Promotion Act of 1992 at: 

http://www .aseancncrgy.org/energy organ isatiolls/eccssn/thailand/eec SS I1 tll .hlml ; and 

hup://www.eppo.go.th/doc; See also China Energy Conservat ion Law of 1997, text avai lab le at, 

h up:1 /www. unescap.org/esci/encrgy/pub lications/compenci/ceccpart4chapter4.html#Chapler%203 ; The 

2005 US Energy Act also contained detail energy efficiency provisions of the industrial sector, tex t 

ava ilab le ai, Public Law I 09-s8-A ug. 8, 2005, 01' browse to Ihe web sile at: 

h Itp:! Iwww.usencrgypolicyact2005.gov 
477 QSAE Proclamation, Art 6( 10) 
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When we see the experiences of other countries in the subject we find that there are 
di fferent regulatory instruments destined to improve energy efficiency in the industrial 
sector. Such energy efficiency regulatory instruments include both voluntary and 
compulsory standards. The widely applied regulatory instruments include inter alia: 
energy efficiency standards, skilled personnel , industry voluntary/negotiated agreements, 
energy taxation, and cogeneration478 In general , regulatory instruments are usually found 
to be effecti ve tools for promoting energy efficiency gains through overcoming market 
barriers4 79 Accordingly, standards of motors have been introduced in countries such as 
US, Brazil , Canada, Malaysia, Poland, etc. and such countries usually use accredited and 
independent testing laboratories to certify the required standards of motors480 By the 
same token there are countries that apply dedicated onsite energy manager when a plant 's 
energy use would exceed a certain amount of energy use per year.481 In sum, 
voluntary/negotiated agreements are now becoming an effective means in improving the 
energy efficiency performance of industries. 482 

Empirica l studies show us that some countries had began through voluntary standards and 
after undertaking the required assessment and the positive results that it brought they 
changed to mandatory standards which will be used as the basis for a wide sca le 
regulation of energy efficiency in the industri al sector483 Of course, some countries make 
differences between small and medium sized industries from large industries and usually 
exclude large energy-intensive industries from some of the mandatory requirements, for 
instance from energy taxation,484 for international competition purposes.485 The general 
trend is that the modes of regulation (i.e. vo luntary or mandatory) and types of regulatoty 
instruments (energy efficiency standards, skilled personnel, industty voluntary/negotiated 
agreements, energy taxation, etc.) vary from country to country on the basis of each 
country's stage of development, industrial base (like high or less energy intensive), price 

478 W arrell , Ernst; Price, Lynn; Brown, Michael; and Bell Jeff, supra note 173, pp 29-46 
479 Ibid, P 3 I 
480 Id 
481 Ib id, P 35 
482 Ibid, P 39 
483 Id 
4 84 Energy Efficiency: Worlthvide Review 2004, supra note 53, p 19 
485 Warren, Ern st; Price, Lynn; Brown, M ichae l; and Bell Jeff, supra note 173, p 42 

89 



of electricity and its availability, etc. Nevertheless, the current tendency is based on the 

appli cat ion of different modes of mandatory standards, or regu lation of energy efficiency 

in the industrial sector from which Ethiopia can adopt that fit its special situations. 

In the Ethiopian situation there are some energy-intensive industries that apply different 

measures to improve their energy efficiency. For example, Akaki Metal Products Factory 

uses energy management approach by applying energy audit system 486 Likewise, Mugar 

Cement Factory also applies various energy management approaches that improve the 

energy efficiency of the Factory487 The main input in cement factories is, however, use 

of coal and pet coke up to 84 per cent which is said to be internationally efficient 

standard of energy consumption.488 

5.3 Energy Efficiency in Transport: Policy, Legal, Institutional, and 

Regulatory Frameworks 

5.3.1 General 

The trends in energy efficiency have showed great improvement s1l1ce it began as a 

response for the 1973 oil shock. Many factors are raised fo r such improvements inter alia 

government policies, technological improvements, and change in consumers ' behavior. 

Nevertheless , road transport, even at this technologically advanced stage of development, 

has shown the greatest area of challenge for energy efficiency.489 Moreover, the transport 

sector is the only sector where oil hasn't been effectively substituted490 In sum, energy 

efficiency in the transport industry can be viewed from four perspectives, i.e. road, rail , 

a ir, and marine transport49lLiteratures in the area confirmed that around fifty per cent of 

486 Personal communication with Ato Yibeltal Admasu, Head of Electrical Maintenance and Boiler Section 
of the Factory; Accordingly, ill order to increase the energy efficiency and thereby reduce the cost of 
energy of the Factory is applying certain energy management systems, among others: insulating the steam 
pipes, adequate inspection of the steam pipes and immediate maintenance wh ich have leakages, switch off 
idle 1110tors, use of preheated fue l, lise of clean treated water, and installing new power factor correction 
unit 
487 Personal communication with Ato Daniel Alemayehu, Head of Techn ical Department of the Factory 
488 Id 

4S9 Bradbrook J. Adrian , Energy Efficiency in Road Transport, in: UNEP Handbook, supra note 176, p 86 
49° ld 

491 Expert Group on Energy Effic iency, Realizing the Potential 0/ Energy Efficiency: Targets, Policies, and 
Measures/or GS COllntries; United Nations Foundation, Washington , DC, 72, 2007, P 45 here inafter 
Realizing Ihe Polenlia! oj Energy Efficiency 
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the world 's oil production is consumed by road vehicles.492 In order to tackle the problem both developed and developing countries have devised various types of policy, legal , institutional, and regulatory frameworks specifically addressing the issue of energy efficiency in the transport industry. 

When we come to the Ethiopian speci fic conditions the lion share of imported petroleum products goes to gaso il , and Jet/Kerosene, which is predominantly used as fuel in transport sector. 49J The above mentioned statistical data indicates that in the last eight years (i .e. 200011 - 2007/8) imported fuels which are mainly used in the transport sector have been more than doubled 494 The high increasing consumption trend of oil in the transport sub-sector clearly indicates the necess ity of devising and effectively applying the required energy efficiency policy, legal , institutional , and regulatory tool s suitable for the spec ial conditions of the country. Based on thi s general overview of the subject area, let's see the Ethiopian approach to the energy effic iency of the transport sector. 

5.3.2 Policy framework 
The policy framework of energy efficiency in the transpOlt sector is provided under the 1994 Energy Policy which provides among other things: 

~ To adopt conservation measures to reduce the use of petroleum products in the transport sector; 
~ To decrease the use of petroleum products in the transport sector by substituting, wherever possibl e, to new non-petroleum fuel s'95 

In addition, the general policy framework emphasis the necess ity of adopting energy e fficiency measures in all sectors496
, which obviously includes the transpOlt sector. Thus, it is also found necessary to establish appropriate mechanisms to ensure adherence to 

492 (d , and also see, Mantzos, L. and Capros P. , Europeall Energy Gnd Transport: Scenarios on energy ~lJiciel1cy Gild rellewables, European Communities, 2006, 17 493 Statistical data obtained frol11 Ethiopian Petroleum Enterprise, which include for the Fiscal Year from 1994/5 - 200718 
494 Id; For example, in the Fiscal Year 2000/ 1 the imported Jet A IIKerosene in metric ton 224,556 and 620, 186 while in Fiscal Year 2007/8 the same products were imported 482,219 and 1,072,793, respectively 495 Energy Policy, Art 6.2.2(2 and 3) 

496 Ibid, Art; the same policy instrument provided general policy instruments not specifically for transport sub-sector but equally relevant to energy effi ciency in the transport industry too, e.g. to develop and utilize the country's energy resources on the basis of Ethiopia's overall development strategy priority along with the introduction of energy conservation and efficiency strategy; and to save scarce foreign exchange resources and to ensure that energy is effi ciently utilized, Id, Arts 2. 1 and 2.3 
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"standards and codes,,497, which in one way or another assists to achieve the required 
energy efficiency results. As compared to others these energy effi ciency policy 
instruments set for the transport sector will be sufficient, of course, with the required 
rev ision, i. e. to fit it with the current technologica l advancement and supported by 
appropriate strategies and programmes. 

5.3.3 Legal framework 

Unlike poli cy framework of energy effi ciency in the transpol1 sector of the country which 
can be rel atively said suffi cient to be used as guidance to frame other bas ic instruments, 
the lega l framework of same is not sufficiently made ava il able in any one relevant lega l 
regimes of the sector both at the federal and states level. In order to enhance energy 
effi ciency in the transport industry, however, the available policy frameworks has to be 
supported by appropriate legal frameworks. The existing Transport Proclamation498 

enacted at federal leve l does not contain appropriate provisions destined to govern or 
regulate energy effi ciency in the transport sector of the country. 

Two reasons may be forwarded to justify the absence of lega l frameworks in the subject 
area under discuss ion. First, all the relevant law makers (including a ll actors and 
institutions invo lved from analys is to draft ing, discussion and enacting) might overlook 
the existence of the aforementioned policy instru ments. The second reason may be that 
the issue of energy efficiency was presumed to be enacted by other implementing 
subs idiary lega l instruments like regulation, directi ves, etc. In support of thi s second 
reason there is a provision that provides as one of the powers and duties of the federal 
Transport Authority which provides: "follow up the imp0l1ation, manufacture or 
assembling of vehicles in Ethiopia and for thi s purpose issue technical specifications,,499 
Nevertheless, from the interview I made to the appropriate officials50o of the Transpol1 
Authori ty there is no such subsidiary lega l instrument issued (or at draft level) pursuant to 
the above prov is ion. 

497 Ibid, Art 5.3 
498 Transport Proclamation No 46812005 , Federal Negaril Gazeta, II ", Year No 58, 6'h August, 2005 
499 Ib id, Art 7(2c) 
500 Ato Fisha G. Wahid, Legal Service Head, and Ata Alcmayehu H ai iu, Vehicle Specification and Assurance Expert 
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Whichever reason may be put as justifi cation for the non availabili ty of energy efficiency provisions in the lega l framework under consideration the factua l situation of the country, i.e . complete dependence on imported petroleum products and the increasing feature of the importation and its price, calls for devising appropriate energy effi ciency legal instruments. The approach for devising energy efficiency legal framework may be through amending the ex isting TranspOit Proclamation and issuance of subsidiary legislations to be used fo r the proper implementation of the amended proclamation. 

5.3.4 Institutional framework 
The existing Energy Policy stressed the necess ity of establishing an institution speci fi ca ll y entrusted with policy formulation, priority setting and coordination of all energy sector deve lopment activities that enable to avoid resource waste and duplication of efforts50 1 Nevertheless, there is no de jure or de facto institution both at federal and states level legall y responsible in doing energy efficiency functions in the transport sector of the country. Currently there are various options that need due assessment before arri vi ng at a conclusion whether or not in estab lishing such institution/ so Moreover, the structure of the institution, i.e. as a separate or as part and parce l of the other energy efficiency institution or as palt of Transport Authority, need to be fairly assessed. Plus, the specia l characteri stics of the transport sector of the country call in establi shing an institution we ll organized and assoc iated with the other related activities of the industly. Hence, the Transport Authority at the federal leve l and similar bureaus at states level may be reorganized to implement such tasks. 

5.3.5 Regulatory framework 

Currently there are no estab li shed instruments that are speci fically destined for regulating energy efficiency in the transport sector of the country. On the other hand, different countries introduced various regulatory frameworks that apply both on vehicle manufacturers, i.e. to manufacture more fue l-efficient vehicles, and the public to purchase such vehic les. 502For example, in the US a national standard known as CAFE was set in a law enacted in 1975 in which every vehicle manufacturer is required to attain 

501 Energy Policy, ArlS 2 .8 and 6.S 
502 Realizing the POlellfial of Energy Efficiency. supra note 484, p 45 
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fuel efficiency of all vehicles produced each yearS03 The Japanese approach in vehicles energy (fuel) effi c iency, on the other hand, is based on classifying vehicles into three categori es 504 The other regu latory instrument applied by different countri es is the application of di ffe rential sales/purchase tax system whereby higher taxes are imposed on the purchase of motor vehicles with a high rate of fue l consumption SOl In sum, in setting the regulatory framework of energy (fuel) efficiency in the transport sector especially in road transpOlt, of course, based on the specific conditions of the country, the more suitable ones of the aforementioned approaches may be adopted. 

5.4 Supply Side Energy Efficiency: Policy, Legal, 
Regulatory Frameworks 

5.4. t Gene,'al 

In the previous three sub-chapters we have seen energy efficiency from the point of view of consumers' perspecti ve, i.e, demand side energy efficiency, Energy efficiency acti vi ty is, however, equa lly important in the suppl y side, too. The two areas of di scussion of thi s sub-chapter are the suppl y of electricity and that of transpOlt fuel (gas oi l). Thus, the business of electricity generation, transmission, di stribution and sa le in the Ethiopian contex t is mainly undertaken by the state owned utility, EEPCO, The capital intensive, requiring high technical skill and high ri sk characteristics of the business of electricity supply industry are some of the barriers in attracting private investors ' participation in the 

S03 Bradbrook J. Adrian, Ellergy Efficiellcy ill Road Trallsport , in: UNEP Halldbook, supra note 175, p 87 51" Ibid, P 89; For examp le, the " fue l effi ciency targets set for FY2000 were as follows: ~ Cars weighing less than 827.5 kg 19.0 km/ liter; ~ Cars weighing 827.5kg up to 1,5 15.5kg 13.0 km/ liter; ~ Cars weighing I ,5 15.5kg and over 9. 1 km/ liter", Id 505 Ibid, pp 94-102 ; accordingly the introduction ofa slid ing scale would result in a significant price reduction for the most fue l-efficient vehicles; In addit ion, feebate system have been used by many developed countries which is applied by charging a fee on ine ffi c ient vehicles, which wou ld pay for gran ting a rebate for the purchase of 1110re efficient models, the o lder model would be scrapped/recycling of illcrticient older vehic les and the ir replacement with new more effic ient vehic les, and the newer model purchased wi th the rebate. The other approach is petroleum excise taxes model in which petro leum excise taxes are levied direc tl y on the consumers of petro l at the point of sa le on a cents per liter basis. Such a tax provides an incentive to consumers to reduce the use of petro l and to purchase fue l-e ffi cient cars. Road pricing is the other approach used many developed countries by imposing fees for vehicle use of certain key roads. Th is approach mainly achieved electronica lly by the use of overhead cameras and special computer cards attached to vehicle windscreens, which record when vehicles pass a certain point. Also see Realizillg 'he Potelllial of Ellergy Efficiency, supra 110te 485, pp 45-49; Energy Efficiell cy policies 2008, supra note 14, pp 66, 75 
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sectorS06 Moreover, privately owned and operated electri cal energy activities for commercial purposes in the Eth iopian situation are very minimal so7 As regards petroleum products used in the transport sector Ethiopia is a net importer via EPE 508. 
Accord ingly, the issue of energy efficiency in the supply of petroleum products is not as critica l as that of the electrical energy supply and hence our di scuss ion in thi s specific area will be very limi ted. Now let' s see the issue of suppl y side energy efficiency from policy, lega l, inst itutional and regulatory frameworks perspective separately. 

5.4.2 Policy f"amework 

The ex isting polic/ 09 and strateg/ 10 frameworks do not adequately address supply side energy efficiency issues of the electricity industry of the country . The main focus of the 1994 Energy Policy is on the demand side of energy effi ciency of electrical energy. On the other hand, regarding energy efficiency in the transport sector, the idea of introducing efficient utili zation of energy and reducing energy wastage in all sectors are taken as the main pillar to save the scarce foreign exchange resources of the countrySl1 In addition , reducing petroleum products in the transport sector in favor of substitutable non­petroleum fuels are also stipulated as one of the policy framework of energy supply in the transport sector of the country .512 In order to implement this last policy framework, i.e. substituting petroleum products used in road transport with non-petro leum fue l, the 

506 For detail disclission of the special features of the business of e lectrical energy see footnotes 189- 191 and associated tex ts 
507Although the exist ing legal frameworks allowed private investors to participate in the business of e lect rical energy (e.g. Art 5(la) o f the Investment Proclamat ion No 28012002, Arts 6(4) and 10(1) of Elect ric ity Proclamation No 86/1997 and Arts 3-7 of Electrici ty Operations Regulation No 4911999), pri vate investment in the electrical energy supply is not significant. Currently there is 11 0 available statistical data that show the extent of involvement of private investors in the electricity supply industry. However, the general understanding is less than 1% of the total electricity supplied in the country. 508 Ethiopian Pe troleum Enterprise Establishment Regu lat ion No 21011995, Negal'il Gazela, 54'" Veal' No 28, 13'" June 1995; the purposes of EPE as stipulated under Art 5 of its establi shment Regulation are: I) to import and arrange for its processing and sell crude oil; 2) to import and sell refined petroleum and other petro leum products; and 3) to engage in any other related activities necessary for the attainment of its purpose. 

5M Energy Po licy 
510 Industry Development Strategy, August 2002 
511 Energy Po licy, Arts 2.3, 3.5, 4.5 and 6.3 
512 Ibid, Art 6.2.2.3 
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Council of Ministers issued a strategy document for the development and utilization of 
biofuel to be implemented by MOME. 5IJ 

5.4.3 Legal framework 

EEPCO and EPE are the two main federal Government insti tutions invo lved in the 
business of e lectric ity and petroleum related acti vi ties, respective ly. Both EEPCO and 
EPE are governed by the Public Enterprise Proclamations14. The above mentioned legal 
frameworks do not contain provisions dealing on the energy efficiency of these two 
federal government owned organs engaged in the business of electricity and fuel supply 
activities, as the case may be. Nevertheless, the ex isting Electricity Proclamation has 
prov isions that ind icate effi cient supply of electri city as one of the regulatory objecti ves 
for estab li shing the EEA.5J5 In addition, the Electricity Proclamation and Electricity 
Operations Regulation contain related provisions that encourage supply side energy 
effic iency of the electricity industry of the countri 16 As regards the supply side energy 
effi ciency of petroleum fuel products the National Petroleum Reserve Depots 
Administration Proc lamations17 contain some related provisions. Among others it is 
provided " .. . dev ising the necessary methods to keep stored petroleum from change its 
chemical properties or wastage by evaporation due to long time of storage"S1 8 In sum, 
EEPCO on the one hand, and EPE and NPRDA on the other are presumed to devise and 
implement methods to improve thei r respective supply side energy effic iency measures in 
the electri city and petroleum areas, respecti vely. 

513 Biofucl Development and Utilization Strategy, August 2007; this strategy document classified biofuel into bioethanol and biodiesel and dealt in detail the strategies of the sources, development and uti lization of each of the classified components of biofue l. In addil ion, Ministry of Mines and Energy drafted and discussed in stakeholders meetings implementing tool of the strategy entitled "Govemmental Forum for Biofuel Worki ng Guideline", which is not ye t (until end of February 2009) issued, though. 
51 4 Pub lic Enterprise Proc lamation No 25/ 1992, Negaril Gazela,5 1" Year No 2 1, 27'" August, 1992 
515 Electricity Proclamation, Art 5 
516 For examp le, see Arts 6( I & 2) of the Electric ity Proclamat ion and Arts 24( 1), 26( I), 28( I a & 2a), 32, 37(4),68-72 of the Electrici ty Operalions Regulat ion; In addition the supervising authority ofEEA, i.e. MOME, issued Electr ic ity Services Quali ty Standards Directive No 212006, Ministry of M ines and Energy, Ref No ouid5/ 116 Date 29/07/98 EC, hereinafte r Performance Standard Direct ive, which contain various provisions specifying technica l efficiency of electricity supp ly licensees. 
517 Nati onal Petroleum Reserve Depots Ad min istrati on Proclamation No 8211997, Federal Negarit Gazeta, )'d Year No 45 , I" July, 1997 
", Ib id, Art 6(6) 
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5.4.4 Institutional framework 

EEPeO, EPE and NPRDA are the malll federal government institutions that can play 

great ro le in the supply side energy efficiency activities. In addition, other licensed 

private operators engaged in e lectricity and fuel supply businesses in different parts of the 

country have their own contribution in the supply side of energy efficiency activities. 

Supervising and regulatory institutions like MOME, MOTI and EEA have their rol e in 

improving the suppl y side energy efficiency of the aforementioned energy service 

operators . 

5.4.5 Regulatory framework 

Price/tariff setting519 and performance standard520 are the two regulatory instruments 

destined to improve the supply side of energy efficiency of electricity industry of the 

country. ROR and price cap are the two internationa lly prominent methods widely used 

in setting the price of electricity services.521 The Ethiopian electricity price regul ation, 

however, follows the ROR method. 522The three important principles for setting electricity 

price based on ROR as sti pulated under the Electricity Operations Regulation are: 

I) Electri city pricing shall be based on the principle of efficient allocation of resources 
wllere customers and producers receive the true costs associated with consuming and 
producing one additiona l unit of energy respecti vely 

2) The price that customers get charged for shall be computed in consideration of the cost 
incurred by the tota l system, and the energy consumption shall, as much as possible, be 
made fair taking the production cost into account 

3) The rate level sha ll be made suffi cient enough to support continuing in vestments and 
sustainable services, and shall include a system of pricing that guarantees improved 
service efficiency.'" 

519 Part fOUf of tile Electr icity Operations Regulation, i.c. Arts 26-34, stipu lates detai l provisions to be used 
in setting the price and tariff of e lectri city; In addition EEA issued two directives, Pricing Procedure for 
Inlerconnected System (ICS) and Large Isolated System No 1/2005, and Pricing Procedure for Small and 
Very Small Self·Contained System No 2/20050fMarch 2005 both contain detail provisions use fu l for the 
proper implementation of the price se tting principles prov ided under both the Electricity Proclamation and 
Electric ity Operations Regulation 
520 Pursuant to Art 6(2) of the Electricity Proclamation EEA is entrusted to "determine the qual ity and 
standard of e lectrici ty serv ices and ensure the implementation thereof'; In addition, part fi ve of the 
Electricity Operations Regulation contained detail provisions in relation with "Standards of Safety, 
Technical and Quality of Services" of which those provisions mentioned in footnote 518 are most pertinent. 
Performance Standard Directive is also the other important regulatory instrument worth mentioning here, 
see foot note 516 and associated texts 
521 See footnotes 75 and associated texts 
522 Electricity Operations Regulation, Art 26 and personal commun ication with Ato Wubante Adera, Head 
of Tari ff and Planning Department of EEA 
523 Electricity Operations Regulation, Art 26 
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As regards performance standard both the E lectricity Operations Regulation and Performance Standard Directive contai n principles and detai l implementing procedures that improve the supply side energy efficiency of the electricity industJy of the countly. The two important performance standards appl icable for general safety of electrica l supply lines and apparatus that increase the energy effic iency of electricity at the supply side are: 

I) All electri c supply lines and apparatus shall be of suffi cient ratings for power, insulation 
and estimated fault current and of sufficient mechanical strength for the duty which they 
may be requ ired to perform under the environmental conditions of installation; and 

2) All electri c supply lines and apparatus shall be constructed, installed, protected and 
maintained in such a manner as to ensure safety of human beings, animals and 
property.52' 

In general we have seen that energy efficiency is the ability of getting s imilar leve l of energy services at lower energy consumption and cost. Nowadays due to reasons related to the 3Es the issue of energy efficiency is becoming the day to day concern of all countries. The result of such concern brought a paradigm shift towards energy efficiency and various policies, lega l, institutional, and regulatory frameworks to achieve the 3Es. In this regard both developed and deve loping countries benefited from energy efficiency measures they undertook that fit their specific countly situations. 

When we see the issue of energy efficiency under the Ethiop ian scenario we get many d isi ntegrated situations. The follo wi ng four points may illustrate the di sintegration. Firstly, the 1994 Energy Policy of the country contained fragmented but impol1ant policy instruments in relation to energy efficiency. These policy instruments need revision to compl y the existing technologica l and economic development of the country. Secondly, energy efficiency policy instruments found in the Energy Policy are not sUPPo11ed by appropriate strategies and programmes. Thirdly, energy efficiency policy instruments of the country are not supported by appropriate legal, institutional, and regulatory frameworks that enab les fairl y applied as framed in the policy. Fourthly, the four components of energy efficiency (i.e. appliances & equipments, industty, transp0l1, and building) are not properly class ified and addressed based on their specific characteristics. 

5" Ibid, Art 35 
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Energy efficiency activities at the suppl y side are equa lly important not only to increase 
the energy output but also reduce the high losses usually attributable to old age of 
electrica l suppl y lines and apparatus and their low maintenance. Both tari ff/price setting 
methods and technicallperfonnance standards play great role to improve supply side 
energy effic iency particularly in the electricity industry of the country. As Ethiopia is a 
net importer of all petroleum fuel products the supply side energy efficiency act ivities in 
the transport sector mai nl y foc us on devising the necessary methods to keep stored 
petroleum from change its chemical properties or wastage by evaporation due to long 
time of storage. 

On the other side of the spectrum, however, currently the country is suffer ing from both 
shortage of e lectri ca l power and the volatile international fue l prices. Thus, in order to 
manage these problems the existing energy efficiency policy instruments need not only 
updating and clarification by detai l strategies and programmes but also appropriate legal, 
institutional, and regulatory frameworks must be devised and put in place. What is more, 
in updating and framing energy efficiency policy, lega l, institutional, and regulatory 
frameworks the following two options should be taken into consideration. The first 
option is to make energy effi ciency po licy, legal, institutional and regulatory frameworks 
as separate and independent from other energy components li ke renewable energy 
resources (i.e. used as source of electricity) . The second option may be to merge it with 
other energy resources li ke renewable energy and electricity, of course, maintaining 
separate treatment. The international experience showed both approaches are used based 
on each country specia l circumstances. However, as fa r as choosing the right alternative 
for Ethiopia is concerned careful study and analysis should be made before arriving at a 
conclusion for choos ing anyone of the aforementioned options. 
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Chapter VI 

Conclusions and Recommendations 

6.1 Summary of Findings and Conclusions 
This study focuses on two distinctive but interrelated central e lements of energy 
resources. The two distinctive central elements are renewable energy resources and 
energy efficiency. Since both these two elements belong among the three main elements 
of energy resources we can say that they are interrelated. Hence nowadays both 
renewable energy resources and energy efficiency are considered as principal instruments 
in ach ieving the 3Es. Different countries devised instruments for better utilization of both 
renewable energy resources and energy efficiency based on each country ' s spec ial 
ci rcumstances like political style, economic policy, regulatory legacy, institutional 
structure, energy resource availability, and cultural development of the soc iety. In order 
to clearly understand the summary of findings and conclusions let' s see each element 
separately. 

6.1.1 Regarding renewable energy resources 
Currentl y the world is suffering from high volati le pnces of oil and the continuous 
environmental degradation (i.e. global warming) caused through the continuous 
utili zation of foss il fue ls. Hence energy security for both developed and developing 
countries and environmental protection for developed and transitional economy countries 
are the major dri ving motives for promoting the development of renewable energy 
resources. The main utility of renewable energy resources is for the generation of 
electri cal energy. Hydropower, so lar, wind, and geothermal are classified as the major 
renewable energy resources. 

In spite of the fact that renewable energy resources have nil or very low fue l costs their 
initial cost of construction is often higher than foss il fuel plants and need long pay back 
period. In addition, generations of electricity from renewable energy resources especially 
hydropower and geothermal are si te specific, require long construction period, and 
associated with various risks such as unforeseen geological conditions and drought for 
hydropower. The Illultifaceted weaknesses of renewable energy resources in the 
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generation of electricity demand setting instruments suitable for their development. 
Moreover, different countries devi se policy, legal , institutional, and regulatory 
frameworks that fit their economic development, political style, and resource availability 
that promote renewable energy resources developments through private pal1icipation. 

Nepa l, China and India in "small-sca le" hydropower; Kenya in geothermal and so lar; 
Philippines in geothermal; Germany, Spain and Denmark in wind energy are some of the 
countries achiev ing high success in the aforementioned renewable energy resources. The 
secret of their success is mainly attributed to designing and sincerely implementing 
suitable policy, legal, institutional and regulatory frameworks that fit to their respective 
political style, economic development, and above all resource availability. At this much 
globali zed age of today usuall y countries are not required to start from the scratch rather 
what is tried and found working in one country can be easi ly adopted by others with the 
necessary adjustment to fit the spec ial features of the adopting country. In sum the 
valuable experiences and technologies of India in "small-scale" hydropower is now 
working in Nepa l, China, Bangladesh and that of Germany's success in wind and solar 
energies are working well in many developed and developing countri es of the world . 

The other equally important point that needs mention here before going to deal the 
Ethiopian spec ific situation in renewab le energy resources is the restructuring processes 
made in the electric ity industry in many parts of the world. Hence the shift made from 
"traditional mode of regulation" (main ly based on vertically-integrated operations and 
complete absence of competition) to "regulation for competition" was the result of 
restructuring made in the electricity industry. In the 1980s UK and Chile became the 
pioneers for making such paradigm shift from government dominance to private 
ownership on a "big-bang" restructuring approach and praised by many for improving 
reliability and reducing the price of their respective electricity services. In the I 990s, 
however, many countries around the world started adopting the experiences of UK and 
Chile by allowing pri vate participation in the electricity supply industry. These later 
countries unbund led their verticall y-integrated electricity industries and establi shed an 
independent regu latory organs that facilitate private participation and thereby facilitating 
the restructuring process of their respecti ve electricity industries . 

101 



When we come to the Eth iopian specific situation there is abundant hydropower, solar, wind and geothermal energy resources at different parts of the country su itab le for the deve lopment of electricity. The hydropower potential of the country places her second from Africa (i. e. next to DR Congo) and fourteenth from World toral potential. The location of the country near to the equator; the vary ing geographic structure such as mountains, va ll eys, and coasta l areas; and the wide coverage of the Rift Valley in the Afar depress ion contributed for its significant potential in solar, wind and geothermal energy resources, respecti vely. Be this as it may the electricity per capita of the country is not more than 35 KWh which make her one of the lowest both from the average world (750 KWh) and African (136 KWh) standards. These paradoxical conditions necessitate one to pose the questions: What are the main causes that make the country's electricity per capita to be one of the lowest in the world? What poss ible means are avai lab le to rectify the existing situation? The study tries to address these and similar other questions. 

Starting fro m 1996 the government is undertaking success ive libera lization measures in the electricity industry of the country. Investment Proclamation No 37/1996 and its subsequent amendments, Electricity Proclamation, Electricity Operations Regulation, REF Proclamation, EEPCO estab li shment Regulation , etc are some of the legal frameworks destined to promote private participation in the electricity industry of the country. Currently except transmiss ion of electricity th rough the Integrated National Grid System which is exc lusively reserved for the government all segments of the e lectricity industry of the country is open for private investment. Moreover, any private investor can participate in the generation of electricity from hydropower, geothermal, solar, wind, etc . energy resources and either directly suppl y to consumers or se ll it who lly to EEPCO based on the PPA to be agreed between the investor and EEPCO. Nevertheless, in the last fourteen years, i.e. since first liberalization measure, private participation in the electricity industry of the countly remains in va in that demand to seek additional measures to rectify the problem. 

About 90 per cent of the current energy consumption of the counlty is based on traditional biomass energy sources. The share of modern energy sources particularly through electricity is around 3per cent of the tota l energy consumption. More than 99 per 
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cent of the current electricity of the country is generated and supplied by EEPCO. In addition, from the total dependable electricity capacity of EEPCO (i.e. 618.35 MW) about 99 per cent are generated mainly from large-scale hydropower sources. The share of "small-sca le" hydropower, so lar, wind and geothermal energy resources in the generation of electricity is insignificant. Private investment in the generation and supply of electricity remains neg ligible and limited at pica and micro levels developed mainly through the support of NGOs. However, nearly 80 per cent of the population of the country does not have access to electricity. All these factual situations necessitate taking multifaceted measures to correct the status quo. 

Policy, legis lative, institutional and regulatory tools play great ro le in transforming a society from traditional energy (biomass) consumption pattern to modern energy (electricity) base. Many countries throughout the world devised sui tab le policy, legislative, institutional and regulatory instruments that promote renewable energy resources for generating electricity. For example, the EU employed binding policy instruments (i.e. strategies and targets) that 20 per cent of the energy consumption of its members in the year 2020 must come from renewable energy resources. In addition, the EU and members passed legis lative, regulatory and institutional too ls favo rable in reali zing the stated po licy instruments. 

When we come to our country situation the existing Energy Policy contains stipulations favorably skewed to hydropower deve lopment for the generation of electricity. Nevertheless, the contribution of "small-scale" hydropower, solar, wind and geothermal energy resources in generating electricity is insignificant. The Energy Policy needs immediate revi sion both to accommodate the current technological and economic developments and at the same time to fa irly balance the share of all renewable energy resources (e.g. by providing premium price above the price of grid based electricity) and at the same time that encourage private sector participation in the sector. In revi sing the existing Energy Policy adequate room should be given for regional states to issue their own energy policy based on their energy demand, access to grid based electricity, resource availabili ty, etc. In add ition, the energy policy makers should develop necessary detail strategies, programmes, and targets that assist the proper implementation of the policy instruments at all levels of the country . 
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In coun tri es with federal structure such as India and Nigeria e lectri city was made in the ir 
respecti ve constitutions as part of concurrent legislative li st whereby federal and state 
governmen ts have jurisdictions to devise laws that enable them for proper utili zation of 
their electri city industri es. The existing FDRE Constitution , however, does not make 
electricity as part of concurrent legislative li st. In other words according to the FDRE 
Constitution only states are given power to legislate laws and regulate their respecti ve 
electri city sector while the federal government is not mandated in the same fashion. In 
rea lity, however, it is the federa l government that enacted various laws destined to 
administer and regulate the electri city industry of the country. Regional states, on the 
other hand , do not have s imilar legal instruments. Hence, in order to allow both the 
federal and states to legislate laws in relation to electri city the FDRE Constitution needs 
amendments that make electricity as part of concurrent legis lative list. 

Nevertheless the federal government enacted laws intended to undertake both operational 
and regulatory activities. In the ' area of electricity operations EEPCO establi shment 
Regulation and in the area of energy and renewable energy resources rel ated acti vities 
EREDPC and REF establi shment proclamations are the major lega l instruments. In 
addition, Electri city Proclamation and Electricity Operations Regulation established EEA 
laid down appropriate tools fo r regulating the electricity industry of the country at both 
the federal and states leve ls. 

In addi tion to governmental institutions estab li shed on the bas is of the preceding lega l 
frameworks there are private organizational structures suitable for generating electrici ty 
from renewable energy resources. Share companies, pIc, general partnerships, joint 
ven tures, limited partnerships, and cooperative societies are among the appropriate 
business organizational structures that can be established by private investors based on 
the ex isting laws of the country. Professional & Civil Society institutions, EECMY, 
STYC, Sidamo Development Corporation, Iri sh Aid , etc are among the NGOs that play 
great rol e in generating electricity from renewable energy resources. 

In regulating the electricity industry many countries with federal structure follow dual 
regulatory arrangement, i. e. regu lati ng at both federal and states level. The price of 
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electricity generated from federally owned renewable energy resources such as from rivers crossing two or more than two regional states and transmission and di stribution networks, geothermal energy resource are mainly regulated at federal level. On the other hand, generation of electricity from "smal l- sca le" hydropower, wind, and so lar energy sources, transmission, distribution and sa le of electricity in a state can easil y be regulated at state level. 

Electricity Proclamation established EEA as an autonomous federal organ and at the same time uses as the basis for the regulatory instrument of the electrici ty industry of the country. Electricity Operation Regulation, Electricity Services Performance Standards Directive, Electricity Pricing Procedures, Uniform System of Accounts Standard, etc are some of the implementing regulatOlY tools issued at different stages of the executive organs. However, states do not have similar regulatory instruments and organs responsible to regulate electricity at state level. In sum, licensing, ROR, and performance standards are the important regulatory instruments in regulating the electricity industry of the country at the federal level. 

When we come to the role of the govell1ment we can easily observe that the government has complete grip both in the operation and regulatoty activities of the electricity industry of the country. Thus the above dual functions of the govemment in the industry may be viewed from positive and negative perspectives. In the positive side the government has the obligation to satisfy public interests whereby the private sector is found unab le to provide electricity services at affordable prices at a given place and time. In add ition, the govemment participation in the electricity operation activities may have stimulating effects fo r the involvement of private sector in the induslty. This is especially true due to the fact that investment in electricity operational activities is not only capital -intensive and requires long pay back period but also exposed to risks that the private sector might not able to manage it easily. 

On the negati ve aspect, however, equal play ing fie ld might not be put in place, I.e. usually favoring the government side. In order to reduce and then eliminate the aforementioned negative feature, however, many countries throughout the world 
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restructured the ir elech'icity industries from government dominance based on verti ca ll y­
integrated structure to unbundling and privatization. Accordingly the role of the 
government is limited to regulation particularly on those segments susceptible to abuse, 
i. e. natural monopoly segments of the industry. Reli ability and reduced price of 
e lectricity are some of the benefits of restruchlring gained by many countries such as UK 
and Chile. In the Ethiopian situation , on the other hand, a decade long restruchlring 
process in the electricity industry produced no substantive results that call to strengthen it 
by putting add itional restructuring process in place. 

6.1 .2 Regarding energy efficiency 

Nowadays the contribution of energy efficiency in achieving the 3Es goa ls becomes 
significant. Many countri es, states and jurisdictions throughout the world (belonging to 
both developed and developing category) implemented various types of policy, 
legislative, institutional , and regu latory instruments in achieving energy effi ciency gains. 
In addition, energy efficiency measures can be viewed from the perspective of appliance 
& equipment, industry, transport, and bu ilding. However, under the Ethiopian specific 
condi tions only the first three of the preceding elements are pertinent. In other words, 
based on the climatic cond itions, economic and technological developments of the 
country energy efficiency measures in bui lding and its contribution in the overall energy 
efficiency ga ins remain minimal. 

Energy efficiency is taken as the bas is of the existing Energy Policy of the country. The 
Energy Policy contains important stipulations on energy efficiency measures related to 
appliance & equipment, industry, and transport sectors. Accordingly, the Energy Policy 
explicitly provides that the basis of Ethiopia's overall development policy give priority to 
the introduction of energy efficiency measures . In particular by introducing appropriate 
incenti ves the Energy Policy intends to raise the efficiency of the energy sector. 
Nevertheless, the Energy Policy needs revision to accommodate the current economic 
and technological development of the country. In add ition, the Policy must be supported 
by appropriate detail strategies and programmes that enable law makers for developing 
the legal instruments destined to apply the policy into practice . 
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Unli ke the policy tools the lega l, institutional and regulatory instruments of energy 
effi ciency are not explicitly provided in anyone lega l framework of the country. There 
are various lega l, institutional, and regulatory alternative instruments that may be adopted 
that su its the country's economic, technologica l, cultural, etc stage of development. For 
example, as regards the legal framework different countries such as China (Energy 
Conservation Law of 1997), Tha il and (Energy Conservation Promotion Act of 1992), 
Ind ia (Energy Conservation Law of 1997), etc enacted separate laws dealing only on 
energy effi c iency. While others such as US (Energy Policy Act of 2005), UK (Climate 
Change Agreement and the Climate Levy Act of 2000), etc enacted energy efficiency 
laws together with other laws like renewable and climate change. Empirical studies 
ind icate that energy efficiency law in the area of appliance & equipment, and industry 
can be enacted separately wh ile transport energy effic iency law can be merged with the 
rel evant transport laws. 

Energy effi ciency laws require dedicated institutions destined to implement the various 
energy efficiency measures provided under its lega l framework. These energy efficiency 
institutions may be established and funded through government budget, or sponsored by 
NGOs, or establi shed and run private ly based on commercial principles. Vari ous types of 
energy effi ciency institutions are established by many countries, regions, and states 
thro ughout the world. On the other hand, there are no specific institutions established to 
undertake energy efficiency measures in the Ethiopian context. However, there are 
institutions establi shed to accomplish other purposes for instance QSAE, EEA, EREDPC, 
Transport Authority, etc that may be uti li zed to undertake energy efficiency activities, as 
may be appropriate. In establishing energy efficiency institutions the different ava ilable 
alternatives should be taken into consideration. For example, estab li shing governmental, 
NGO, or private, or mixed, as may be appropriate, funded energy effic iency insti tutions 
both at federal and state levels should be assessed fairly based on the country's specific 
s ituations. 

In addition, in order to achieve wide ranging resu lts, energy effi c iency policy, legal, and 
insti tutional instruments needs to be supp0l1ed by appropri ate regulatory tools or, as the 
case may be, standa rds. Energy efficiency standards and labels are the most widely used 
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tools in ach iev ing results of energy efficiency measures in the various sectors such as 
appliance & equipment, industry, transport, and building. Energy taxation, skilled 
personnel, industry vo luntary agreements, etc are also applied in attaining energy 
efficiency results particularly in industry. When we come to the Ethiopian specific 
situation there exist neither regulatory instruments nor standards put in place to 
accomplish energy efficiency measures in the fields of equipment & appliance, industry, 
and transport. Thus, in designing energy efficiency regulatory instruments all appropriate 
means of achieving energy effic iency measures should be taken into consideration. 

6.2 Recommendations 

This study attempts to unravel the broader issue: how renewable energy resources and 
energy efficiency measures can be appropriately uti lized in improving the multifaceted 
modern energy (particu larly electricity) problems of the country? As part of the so lutions 
and in addition to those suggested at different pal1s of the study the following 
recommendations require due consideration : 

First and foremost both renewable energy resources and energy efficiency must be put as 
one of the priurity areas in the overall national energy policy framework of the country. 
In doing so, howeve r, and based on the countly's specific situations, all the avai lable 
renewable energy resources and energy efficiency measures should be taken into account. 
In order to accommodate the current economic, social and technological developments of 
the country the existing Energy Policy needs revis ion, and be supported by appropriate 
strategies and programmes as well as targets. What is more, in framing the national 
energy policy instruments of the country, the pal1icipation and cooperation of federal and 
states includ ing all relevant stakeholders should be given paramount importance. 

Second, when we see the FDRE Constitution as part and parcel of the legal frameworks 
of RE and energy efficiency it does not allow enacting laws in relation to electricity at the 
fede ral level. Thus, to make electricity as paI1 of concurrent legislative li st requires the 
amendment of the FDRE Constitution. On the other hand, the various legal frameworks 
in relation to renewab le energy resources and energy effic iency may be enacted either by 
merging the two in a single legal instrument or treating separately, as may be appropriate. 
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Empirical assessment in the study indicates that making renewable energy and energy 

effic iency laws in separate lega l instrument is the better approach that ass ists for further 

clari ty and future easy implementation. Hence, in the Ethiopian contex t renewable energy 

or better ca ll ed energy law ("Energy Proclamation") and energy efficiency law ("Energy 

Efficiency Proclamation") better be enacted in two separate lega l instruments. 

Third, institutiona l instruments play great role in achieving the required resul ts of 

renewable energy resources and energy effi ciency measures. Government, NGO, or 

private institutions may be utili zed both at federal and states level. In other words, both 

federal and state governments need to establi sh and/or strengthen the required institutions 

destined to promote the development and fa ir use of renewable energy resources 

(particularl y in the generation of electri city) and energy efficiency measures through the 

private sector and NGOs. Energy agenc ies, civil societies, training (including RD&D) 

institutions, share companies, private limited companies, cooperatives, etc are among 

governmental, NGO, and private institutions/organizations that have great rol e in the 

promotion and deve lopment of both renewable energy resource and energy efficiency 

measures. These institutional tools should be further streamlined for proper utili zation of 

renewable energy resource and energy effi ciency measures 

Fourth, regulatory tools become important especiall y in situations where due to market 

failure economic instruments alone are unable to address the objectives of renewable 

energy resources and energy efficiency policy and lega l frameworks. For example, in the 

natural monopoly segments of electricity where free competition is found to be 

perversive the various instruments of economic regulation are applied. Licensing (or 

franchising), ROR and price cap, and performance standards methods are the widel y 

applied economic regulation instruments in the electricity industry of the world, which , as 

may be appropriate, Ethiopia may utili ze. Minimum efficiency standards and labels 

should be considered as part of regulatory instruments in framing appliance & equipment, 

industry, and transport energy efficiency po licy and legal instruments of the country. 

Fifth, Ethiopia is endowed with vast renewable energy resources suitable for the 

generation of electricity both at large-sca le and "small-scale" level. Private sector 
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partic ipation In the generation of electricity from these renewable energy resources is, 
however, insignifi cant. On the other hand, relaying wholly on one electric power utility, 
EEPCO, to suppl y nearly the eighty mill ion populations li ving scattered main ly in the 
rural areas of the country, may be unrealisti c. Thus, different mechanisms have to be 
utilized that encourage the private sector to generate and supply electricity from 
renewable energy resources. The empirical assessment made in thi s study indicates that 
adopting the FIT law method used by other countri es for similar purposes contribute 
significant ad vantages in attracting the private sector particularly in the generation and 
suppl y of electri city from renewable energy resources pm1icularly at "small-sca le" level , 
whi ch Ethiopia can make use of it. 

Sixth, unbundling of the verti ca ll y- integrated electricity structure into the generation, 
transmission, di stribution, and supply segments are the widely used method in many 
countries in restructuring their respective electri city industries . When we come to the 
Ethiopian scenario the restructuring process of the electricity industry started in 1996 
have been halted after mere corporatization of EEPCO and establishing of an 
"autonomous regulator" of the electricity industry of the country (that is, EEA). In other 
words, the first move of restructuring brought no sign ificant resu lt particularly in 
improving private participation in the sector. Thus, the multifaceted restructuring process 
of the e lectricity industlY must continue by taking the counlly's specific conditions 
including renewable energy resources availability into consideration. 

Seventh, electricity regulation entail s estab lishment of an independent regulator. 
Economic regulation is one of the main functions of electricity regulatOlY institutions. 
Independence of the regulator from the day-to-day political intervention especially in 
setting the price/tariff of electricity services is taken as the major factor for attracting the 
pri vate sector involvement in the industry. Electricity price/tariff setting under the 
Ethiopian scenario is left for political decision allowing the regulator EEA only "to study 
the price of electri city and recommend and upon approva l implement thereof' which 
highly erodes the independence of EEA. Hence, in order to ass ure the independence of 
the EEA and improve the pri vate sector participation in the 

setting mandate requi res to be wholly given to EEA. 



Eighth, in setting the regulatory system of the electricity/energy industry of the country 
there are certain internationa ll y accepted principles in the field that should be fo llowed 
here too equall y. Accordingly, the first principle is to know that regulation is a means to 
an end. Moreover, what ultimately matter is the outcomes (i.e. sustainable electrification 
through appropriate private sector participation, reliability, affordab ility, safety, customer 
satisfaction, etc), not regulatory rules. The second principle is that the benefits of 
regulation must exceed the costs of regulation. Since any regulation will cost time and 
money to comply with , regulation should not be taken as an alternati ve unless it is found 
"absolutely necessa ry" to do so. The third principle is that "light-handed" regulation must 
be opted in lieu of "heavy-handed" regulation (or overregulation) and at the same time 
regulatory organs must be authori zed to fo llow flexible approach of regulation whenever 
necessary. [n other words, the e lectricity/energy regulatory legal framework is required to 
mandate the regulator with explicit authority to vary its regulatOlY rules and procedures 
(i.e. licenses vs. concessions), and depending on the nature of the entity that is being 
regulated (i.e. small vs. large, grid vs . off-grid, private vs . community based). 

Ninth , the structure of the institution to be established to regulate electricity and energy 
efficiency acti vities in the Eth iopian context can be either merged in one regulatory organ 
or dea lt with two different regulatory institutions. International experiences in thi s respect 
show that both approaches (single, or two, different organls) are applied based on each 
country's political style, economic development, cultural situation, renewable energy 
resources avai lability, institutional and regulatory legacy, etc. Hence, as far as Ethiopia is 
concerned there is an establi shed federal government organ to regulate the electricity 
industry of the country (i.e. EEA) which with appropriate amendments and additiona l 
legal frameworks may be reestablished to regulate both electricity and energy efficiency 
activities of the country on the basis of single regulatory organ structure. Of course, by 
taking the involvement of di versified profess ional activities (for instance, electricity, and 
energy efficiency in appliances & equipments, industry, and transport) into consideration 
the commission management structure should better replace the current agency 
administrative structure. 
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ENERGY POLICY 
OF THE 

TRANSITIONAL GOVERNMENT OF ETHIOPIA 

I. PREAM BLE 

Ethiopi ats Energy consumption is predom inantly based on biomass energy sources. An 
overwhelming proportion (94%) of the country's energy demand is met by trad itional energy 
sources such as fuclwood, charcoal, branches, dung cakes and agricultura l residues. The 
balance is met by commercial energy sources such as electricity and petro leum. The 1110st 
imp0l1ant issue in the energy sector is the su pply of household fuels, whi ch is associated wi th 
mass ive deforestation and the resul tant land degradation. The increasing scarcity of fue l wood 
is compounded by Ethiop ia's high population growth rate. 

Ethiopia is committed to shaping its economic future. The government has adopted a strategy 
for sustainab le economic developmen t which places agricul ture as its driving force. Th is 
strategy is known as AD LI (Agricu ltural Development Led Industr ialization). It envisages 
the structural transformat ion of the Ethiopi an economy th roug h expo rt-led growth which 
feeds into an interdependent agricultural and industrial deve lopment. 

Though Ethiopia is endowed with vast energy resources 30,000 MW hydropower resources, 
1387 mill ion TOE biomass resourses, 17.5 mil lion TOE agricu ltura l residue, over 100 bi ll ion 
cubic meter of natura l gas, 4000MW geothermal energy, 40.3 mi llion tons o f coal and o il 
shale and vast resources of so lar and w ind energy, it has not been able to develop, transform 
and utilize these resources for optimal economic development. Therefore, the Transit iona l 
Government of Ethiop ia believes it is imperat ive to provide the economy with the necessary 
energy inputs at the right time and a ffordable prices. Thi s wi ll speed economic development 
and help the cou ntry atta in the obj ectives of the Economic Reform Program the government 
has adopted. It is necessary to formulate a comprehensive national energy policy which 
directs the development of the energy sector in a coordinated manner that, concomi tantly, and 
ensures that energy development is benign to the env ironment. 

Various attempts have been made in the past to formulate a national energy policy. However, 
this document represents the fi rst energy po licy to be fo rmulated w hich takes in to account the 
concerns of all sectors. T his po licy is grounded in the T ransitional Governmenes Economic 
Po licy. An energy policy is dynamic by nature. Therefore, th is policy w ill be revised from 
time to time to take into consideration new deve lopments . 

T his policy is intended to enhance and foster "Agricultural Development Led Industria li zat ion 
(A DLI )" strategy and is consis tent wi th other sector polices. In additio n to this it provides the 
necessary support and incentives the participation of the private sector and conullunity, 
particularl y women in the development of energy. 

2. RATIONALE FOR THE POLle y 

Energy is critica l fo r economi c development. Its importance stems fro m the fac t that energy 
is a bas ic input in a ll productive activ ities, includ ing the househo ld secto r. Energy is a 
necessary input to meet bas ic surviva l needs. In order to properly address the energy problem 
in the cou ntry from all aspects, it is necessary to formulate a comprehensive national energy 
pol icy wh ich ensure least-cost development consistent wi th the country's energy resource 
endowment and socio- economic policies. More speci fically the need for energy pol icy, is 
based on the fo llow ing ra tionale: 
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2. 1 To develop and ut ili ze the country's energy resources on the basis of Ethiopia's 
overa ll development strategy pri ority along with the introduction of energy 
conservation and efficcncy strategy. 

2.2 To SUppOit other economic sectors to meet thei r development objectives by putting in 
place a clearly defined energy po licy; 

2.3 To save scarce foreign exchange resources and to ensure that energy is efficiently 
util ized; 

2.4 To ensure reliable and secure energy supplies to cushion the economy frol11 external 
and internal disruptions of supply as well as price fluctuations; 

2.5 To change the current energy production and uti lization practices and ensure that 
energy development is based on sound managrnent pract ice and is benign to the 
environ ment. 

2.6 To formulatc comprehensive energy pri ces inorder to ensure financial and economi c 
profi tability; 

2.7 To ascertain what energy techno logies and equipment arc appropriate for and 
compatible with the country's economic development needs; and 

2.8 To ra ise the efficiency of the energy sector and develop the necessary institutional 
and manpower capabi lities by introducing approp irate incenti ve measures, to 
undertake energy deve lopment programs. 

3. POLICY OBJECTIVES 

The general obj ectives of the energy policy are: 

3 .1 To ensure a reli able supply of energy at the right time and at affordabl e prices, 
part icularly to support the country's agricultura l and industrial development strategies 
adopted by the government. 

3.2 T o ensure and encourage a gradual shi ft from traditional energy sources use to 
modern energy sources. 

3.3 To stream- line and remove bottlenecks encountered in the deve lopment and 
utilization of energy resources and to give priority to the deve lopment of indigenous 
energy resources w ith a goal toward attaining se lfsuffic iency. 

3.4 To set general guidelines and strategies for the development and supply of energy 
resources; 

3 .5 To increase energy utilization efficiency and reduce energy wastage ; and, 

3.6 To ensure that the development and utilization of energy is benign to the 
ell viron ment. 
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4. GENERAL POLICY 

T he government o f Eth iopia's general energy sector policy is: 

4.1 To enhance and expand the development and utili zation of hydrolog ical resources for 
power generatio n wi th emphasis on minihydropowcr development. 

4.2 To promote and st rengthen the development and ex ploration for natura l gas and o il ; 

4.3 To greatly expand and strengthen agro-fores try programs; 

4.4 To provide alternat ive energy sources for the household , industry, agriculture, 
tra nspOJ1 and other sectors; 

4.5 To introduce energy conservati on and energy saving measures in a ll sectors; 

4.6 To ensure the compatibility o f energy resources development and utilization with 
ecologically and envirOlUl1cntally sound practices; 

4.7 To promote sel f-reli ance in the fi e lds of techno logical and scientific development of 
energy resources; 

4.8 To ensure community pm1icipation, especia lly the participation of women, in all 
aspects of energy resources development and encourage the parti cipat ion of the 
pri vate sector in the development of the energy sector. 

4 .9 To stage popularization camaign throug h mass media uSing various nat ional 
languages to create awareness among the general public and decision makers 
regard ing energy issues; and, 

4.10 To create appropriate institutional and legal frameworks to handl e all energy issues . 

5. PRIORITY OF THE POLICY 

The Government of Ethiopia's energy sector policy prioriti es are: 

5. 1 To place high priority on hydro-power resou rce development, as hydrologica l 
resources are Ethi opia's most abundant and susta inable energy fo rms; 

5.2 To take appropriate policy measures to achi eve a gradual transition from traditional 
energy fue ls to modern fu els; 

5.3 To set, issue and publicize standards and codes which w ill ensure that energy is used 
effi c iently and properly; 

5 .4 To develop human resources and estab li sh competent energy inst itutions; 

5.5 To provide the pri va te sector w ith necessary supp0l1 and incent ives to participate in 
the development of the country's energy resources; and 

5.6 To pay due and close attention to ecological and environmen ta l issues during the 
development of energy projects; 
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6. MAIN POLICY ISSUES 

6.1 E nergy Resources Development 

6. 1.1 Traditiona l fuels 

~
".~ 
~. 

A country wide afforestation program will be ~crlakc 
suppl y of fue lwood to consumers . 

I. to enhance the 

2. To reduce the negative effects of agri -res idue use for energy 011 soi l fertility 
measures wi ll be taken to modernize and increase the efficncy of the 
uti I izat ion of agri-residue as energy sources. 

6.1.2 Modern Energy Resources Development 

I. Hydro power will form the backbone of the country's energy sector 
development strategy, as it is the country's most abu ndant and sustainable 
energy resource; 

2. Ethiopia's geothermal and coal resources will be developed 011 the basis of 
their economic profitability; 

3. Natural gas resources wi ll be developed and utilized to meet as much of the 
coun try's energy demand as possible; and 

4. Promising areas for oi l and natural gas wi ll be explored by providing 
incentives to o il companies to encourage them to take in exp loration 
activities. 

6.1.3 Alternative E nergy Resources Development 

I. Solar and geothermal energy will be used, whereever possible, for process 
heat and power generation; 

2. Ethiopia's wind energy resources will be developed to provide shaft power 
for water pumping and irrigation; 

3. Coal wi ll be developed and introduced as an al ternali ve fue l. 

6.2 Energy supply 

6.2.1 Households E nergy 

Government's househo ld energy policy is to achieve a balance between the supply 
and demand for household fuels. Government will seek to stabi li ze their prices by 
tncreas l!1g the supply of alternative fuels and relieving the pressure on wood 
resources. 
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6.2.2 T ransport Energy Supply 

T he transport energy supply po licy is: 

I. To fo rmu la te pol icy measures and g ive emphas is to the in troduction of 
improved and appropriate transport techno logies in the rura l areas; 

2. To adopt conservat ion measures to reduce the use of petro leum produc ts in 
the transport sector; 

3. To decrease the use o f pe troleum products in the transport sector by 
substitut ing, whereever possible, to new non-petroleum fuels . 

6.2.3 Ag ricul ture energy supply 

Government's agricultu re sector energy supply po licy is to increase the supply o f 
modern energy sources to the agriculture sector. 

6.2.4 Industrial Energy 

Government's industrial sector energy po licy is: 

I. To ensure that industrial energy supply will be compat ible wi th the industrial 
development o f the country; and 

2. To ensure that industria l energy use and supply w ill be based on economic 
and efficiency cri teria. 

6.3 Energy Conservation and Efficiency 

It is necessary to adopt energy conservation and effi ciency measures in a ll sectors. It 
is a lso necessary to estab lish the necessary mechanisms to ensure ad herence to such 
standards and codes. 

6.3. 1 Households energy 

Government's policy regard ing househo ld energy is to increase energy effi ciency in 
the household sector by institut ing conserva tion and energy sav ing measures. 

6.3.2 Industria l Energy 

Government's industria l energy po licy is to improve the effi c iency o f industrial 
eq uipment to conserve and reduce energy consumption. 
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6.3.3 Transport energy 

Government will institute and enforce measures to improve energy efficienct use and 
conservation in the transport sector in order to decrease petroleum product 
consumption. 

6.3.4. Agricu lture Energy 

Wherever possible, energy demand in the agr icultu re sector will be met through 
locally-produced modern energy resources. 

6.3.5 Co mmercial and Serv ice Sector Energy 

Government wi ll adopt energy effi ciency measures to eliminate energy waste in the 
commerci al and service sectors arising from ineffic ient end-use devices. 

6.3.6 M ining and Construction Sector Energy 

Governemt wi ll adopt energy saving measures in the mining and construction sectors 
to decrease energy waste. 

6.4 Comprehensive Policy Measures 

6.4. J Energy and envirollment 

Govcrnemnt will ensure that the development of energy projects, energy generation, 
transmi ssion and use is beni gn to the environment 

6.4.2. E nergy Science and Technology 

Emphasis wi ll be given to the followin g issues, in order to create awareness about 
energy science and technology. This will also serve to build national capabilities in 
energy science and technology for the optimal development and supp ly of energy 
resources . 

Traditional Energy So urces 

Conduct research on all aspects of energy development and utiliza tion to increase the 
rel iabi li ty of energy supply, to arrest deforestation and to control environmental 
pollu tion resulting from energy use; and 

Undertake research to increase the effi ciency of tradi tional stoves and develop more 
effec ti ve energy use practices. 
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Electric Energy 

Build nationa l capacity in design, development, operation, maintenance and 
consu ltancy in the electricity subsector; and 

Gradually bu ild local manufacturi ng capability of electrical equ ipment and 
appliances. 

6.4.3 Energy Policy, Planning and Management 

Create and maintain an energy data base to assist in energy planning, management 
and informed decision making. 

6.4.4 Manpower Development and Energy Education 

To effectively undertake energy development programs and least cost energy 
planni ng, develop the necessary manpower on all aspect of energy development and 
utilization; and 

To enhance energy saving it is necessary to create awareness about the critical role of 
energy by educating the public on general energy issues. 

6.5 Energy Institutional Issues 

It is imperati ve to create an institution which is entrusted wi th policy formulation, 
pri ority setting and coordination of all energy sector deve lopment activities in order 
to coordinate and ensure consistency in energy resource development, and to avo id 
resource waste and duplication of efforts. 
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Annex II 

Proclamations 

).> Electricity Proclamation No 86/1997 

).> Ethiopian Rural Energy Development and Promotion Center 
Establishment Proclamation No 269/2002 

).> Rural Electrification Fund Establishment Proclamation No 31712003 
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o'cgan 'fo' regulate lhe ·'ae:(ivities of ~lectiic i ty suppliers and the 
prescript~on Of ptovisions th~reo'f afe 'req"ii isites for the suPP.!y of 
efficient 'and reliable electricity- services; . , .. i .', 

r.·'K':"-;} "';,.~. ' :' c--:,:·;:,::.:.,;<.>r.\f':'"\; : ,,' 
NOW, TIfEREFORE, .n accordance with Article 55(1) of 

the ,Constitution, it is hereby pr~<:'l ~lmedas foIl~ws: _ :,;"., , '1.' ; ' ., . " .i,'~~ ,'t·, ' ' . 

1. 

. PART ONE 
';~\\;Gd;;e;a! " ": I ' 

Shor/ tmc .:",., 
.. .. ~ "":'. ,:b"''-'" , ..•• 

'This Procl iunaiion ' may be "'Cited ~s <"":-- ' ~' O · .. ... _." 
'Proclamation NQ'. 8611997." 

".,;" , -" ': 

,r,:, ,.'':;' 
',~ . 

the "Electricity 

1i- i,l!"-efiIJ/t,i"9n~;,.,, .. '.' '" \,.'1 ·(f".'I,l,"';' ~k.··)·" ,~"., 1~' :~" ',, ' 
I "Unless the contexf otheiwise -requires,- in this Proclamation: 

I) "charge" means thef~~ ~ c~st~mer .is cl1'arg~~'t~rthe use '. or:el~Etri~ity s~~ic~s ·;·,~~; ."rJ·· ,', .. ::" ::,:"."" i i'~ "'~; , . 
:,:'/~1~ :~ :; :,~:!~'?:lt~ '~~:-J.~~:: \ '.:. , .~. ·, i ,.'.'. ,.:.~'~,::~. ~ .• '.. '. ",'.; £ . . ; "'"ih>\'t:A'." ·"c'lh~· 1I~l]hi\>;,~i;, i1~~Ml;' iiA1; 'f: 
.,' , onllovcr'f h'"l'l,£'.H, lI!'.'o'f'f f~.j.Cl1 f1>.lbh}th 

,2) ;'custome( .'· ::- m~ans ';). a . p~rson . ~btarn'i~g :etectricity 
~ #'/ljJf:" , ;~eNic'es';ffo~'ihe Ifcens,e~; :,i:·; ·· :~ :.~}):>.'~: ""~.;'.' ~ 

S;~lInz.~,;·;·F, '~,~( I ~) ~I>'l~ •. ,i'J",y - f.!.~ '"'.t~"D'j " 
'. ~ , .. :h1&\"" t\ ... ·-l:·,~~~):·lJ~'/·t·::i~·; ~";.j.:: . .',:,j;;.~:!(; '!.: ~ 'j: ' 1 

.':j! ' ' ''·}''lbh-rth'\'"II\~:J1(D·'l ·1 h"'l6~"-r I hOm,£'. <D,£'.r,,,+ 
. " v.hlbt\·1· 9",""'f f~/.1~ flblbh'l-ih ;),£'.A ~aJ' I '. i. ., ".;' I~' '. • l-:·.Ii· · :""'I"",GL)'~'" '"Ih-r Ib(l.h'l·th '"I9"d'~f1h l . 

J1P,.. 'J' j 2'4{) 

U\,it Price 

~ 3) "di stdbut io~ : ,1 '·means ·the. supply; of electric'Hy services 
S~~. ,f. +(()' 6ust9m'ers'~t6ugh medium <aI'id "l~mf.'\lo lfage line's; 
.i ,4) '<'electi:ic.ity " · means electric)" powec"igene'tated from ~ . . . .' . \.-. water, minerals, sunlight or other sources; . 

5) "generation" means the production bf :e.l&llicit·y; .,.~., . 

l ,;n~· ?!L"1 7'·"1-'/: ' itn.~ 
Negarit G.P.O.Box 80,00 1 
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~ . 

. . ,,' . . . '. ::·f· " - :'i-' • '~". "t.:I'.!:''' "'111'1' II,}"J.!:' '1~"'Il..lbll-rtll'} 1I"'I~,1~"fq; ~ ',' \.6):; ' ''li,cense'' means a ' license issued pursuant to ' -this tI'"lh1'~II'i' I Il"'lh4.t.A" lIon o'1' OlLU ~'I'~; .~'f,f,~~" ,;{ ,;:;tlt0Clamation to generate. transini~ distribute and sell f01J..fl'l' t... ft> !?: ·.,m· I ':':-, ·;.;~':·--:' __ ,.:S1_. '1'';' ; ,-; ,~,_.,}teleclriclty for commercial purposes; "~IIt,:I'.\::" "'1M, n,w ~'I';p,: onlP£:-r t.:I'.!:' r'r hmcf , .:> 71:-'" "licensee" means a person iSSUed, with a license f'lro' 'ltD- ; ~ ~~':);\'~. , ,;-~; p11rsuant to this Proclamation; 
;1:, • ""UII't·C"~" ""'l.~II ·~C" "'III-r ~,}.l'. ~.l'.9" 1'1l1'I\', 

r"'l6Y:,}<: h.~cJt "'l.~II-rC~" "'l.~II1;C ~W'l 

!: 

"lIw·" "'111'1' "'I,,'fro'9", N·.I.'1'e' (Ia" wr.9" 0.'h"J 
rlla>'~'r onl1't· r'l'lImw, ~!jA ~w' I .:,," . ...- "';' "1"" 

".l'.'}l1"!; "'I,~'l· l"U? ~ipf:' 1I"'I ,II.1.~9" r"'l.oJ'!J,.pl1 
.,arI;_~_ . ~':'7r~ n' ,;'i t?;: '.' 
":rt.'i''' "'III-r nao,}"JI"-rr~.l'.oj> rl..lbll-rtll ~1A"J 

8) "Minister" and "Mini.stry ' · means the Minister and the 
.' " ,-. Mini~try '.ofMiI'!es and Energy, respectively; " , ' .-' < , . 

9) "person" means any natural or juridical person; 
10) , "regulations" means regulations ' to 'be issued for the 

.1)) 
', -,. 

-fl".l '+;J -t'ob111C':)ic 'liD. f .~ 'f'~r -i' ~·i . . {~ ~ 11) ~ ~ 'transmjssion " means the .,t,ransport,ation of bulk elec-.:~ . . . ", ' : ,; ~ }t ' 'if; p,.' " . t tof ;;".1 ,-;i .• ~(triClty . • . ~ -4" ~ ;'.' . ! "'~'" ""'iIl+~I1"''' "'III-r ll'i'1''1 ""m') YM>',} 'l..'il.ll'l·2li " · ' ,_. ' )0. .. " " 
f"'l~~1l ·t--l~ C ~"" ,, " , ' ,,' ,,' "':' f "J ",-

PARTnyO 

h'i'A IJ-~'t. 
.· MI.. fl,1l'1' t II I..:e;'} II. 

(TfJ 9: * 'F' ',.V, " ~ ~'!o- , -

§' nd'f'A'Y I..lbll''''t.ll ,>':Pi\._ (hllU O:\~ "1..:e;'}II." 
1'11~· f"'l. m~,) t.().,) r"A , f"'J'.t:~ on,}.,,,,, .... uPF­
tl 0.'1' If'i' OIW ~,'I';I('1',:Ii:!!i.LA '; , 

g' 1..:e;,}I1.~· 1'mtH 'lI~ill;~~ 'ilf~A" 
'I'"w'; ao "" ty n...} " 
rl..;nll.w, '1'" on/"ty P.'l· ll~ -'lll M~ If'i' ~,}.l'.M.I.~1. 
~." 1l"'l"'t:W·9"I"'i't· ~C'}""1.'i' 1I.'i'£:w' r.'f~A" 
fl..:e;,}II.m' '1~U? 
r~b:e;,}lI.m· '1~"'I·n·~ f h111""I"'I~' '1'~.-r .f~w·" 1..I''i''''l. 

, J~ ,yIn fl..lbh,-r,tll" MA"JII-'t· ~,}-'lM+"'I.!:'£:"J )!;If 
,SA" 

r ~b fl,ll-rt II "'I au,} ,fl..,. r "'I1I1'~ fl'i' I "'Ih4-.I.A" 1iJ"l" 
fPt.9"{;l ;L~~it'>~ ipJt?~~,Il~9"p~ffi' P~'fS' 
onont.f9'1·oo~£:." oo.hY.M'a>-,'l ov,l'''1mC'i OJt.? • ,'.J;' " " ,, 1 ,',",' ,';', .'" 

11'i ;, '" .. :, ... :. 
~ , rlbfl,ll ·} 'l ll ~1A"Jfl·.f·1·'} '1't,"·" . \ . 

·t"Jqt.'£~:r'l'w·'} "" £::>1'l' r ' , 
[. lI~b I\.1l~·211 P'i, 1·!If/.'''· :(r,,;;·.f i\:;i.'l' r?-II'\1C 

w£:~"'" onllm't· " ,.,. , 
,\ . '. 

IT· OIlU M';p,:" ~'I'p'.'} /I""II.1.~9" OWffi' f. '}P1'" ooaoty 
9'1' ""IP£:'''' r}blbiir~h "'Iao'}'L)'-r , "'I1I1 ' ~fl 'i' ) 
"'Ih'et .A" onO'1' .I.:I'J',: oollm.,, : "'I1.!:'<:;;'.PG~' I i 

?; . jt'i',}\~1"" IIw·lt~ ''''I~£:f!. \ 1I.i.1: i::t t;~~·'£ ~ 
1;,'} on.y. flJ me ! 

~. ni,}ll 'O"'l.wlI~m· on<P£:-r f.l.:I' .r: ll <iSy9':f,} ;" lIl1 -"' ?i#,f1,' .> .~ : ,;l'~'~, ! ;'. ';:: ,', ,,: . ",". ' :~' 

: ~:: :~ "'ok~~#~~ ~:- :fW~k'~ - 1~ l 1::;' -~ ~h~W01J(tt\m * ,t'*~~ - ,... .? .. ' .' " ., '.- . 
'j~'J~ i?:c ~t;ort;,~!J,C,! (j1';':';J'~ ~ 'i", " l " n " j,:, '': :< ' n1id ' ~~n.'t, on'lf') ,ro'A on'l''I'A'' 01100' onllllll .. - .. . ,.-( 

OPhf'l(l i 

ii' '1~"'Im' '} 1· "J~ t·'I! II "" Y:£:"J f"'l.YIl.l.A'I- 1bI\"'f .'h.:>'£ 

The Electricity Agency 

3, Eslablishm,!nt 
, , 1).", ,The.Ethiopian,Ele, tricity .Agen, y ( nereinafterthe Agen· 

cy") is hereby esta,p).i,Sl)ep.as an autonomous federal 
agency having its o'wn leg~l personality: 

2) The Agency shall be acc~urii~bie 't6; iheMinistry , 
4, ' 'Head Office '" "':" ',I,",,': " .. : 

, ', 'The, Head Office of the Agency shall be.in Addis Ababa and 
it may have branch offices elsewhere as necessary, 

5, Objective (I " , 

The objective :Of ', the Agency shall :be to 
, . . development of .. efficient, reliable! high ,"\ ,>- ' .~ ;' .~'-"'" ';-' ''' ' ''! 

promote the 
quality and 

economicill electricity _services, ' '(" . . . .1 .... - '1,!: ;'".~ ~·)~~f'r ,,:, ",.:,.-: \' 6: Powers and DuCles of the Agency 
Th.e Agency shall, have the powers and duties to: . n '. ~upen':ise and ens,-!re that the generation,,Jransmissiol). . 

.,. .. ~di~t£i~~tign an:?, ~a1e, qf e.lectricity are cB:lTied out i~ 
accordance 'witH this Procfamation as well as regulations' 
and directives issued hereunaer; , ' . -r;'. '. ;',' i .. " ,"' . 2)" determine the quali ty and stan~ard of elec tricity se~it:es 
and ensure the implementation thereof; 

3) issue certificates of professional competene:e to elec­
trical contractors; 

4) issue, suspend and revoke license for tht:; :generation, . ,- . 
. tr~§.~~s~s!oni ~Aj~tti~uti(;l1r ,and(.§&le " qf '~Xec-ti:iclty in 
. accordance with this Proclam~tion ~ ,weHa~ reg~ l ations 

. :and directives is~ued _ hereunder ; 

,5) study, and recginmend a tariff and, upon approval, , . supervise the implementation thereof; 
.. 6) collect licens_e fees in accordance wi th rates to be 

prescribed 'by r~g~~..I,ati:?ry~~ ,~.',;:.'~,:,.~,.:' '~f- " tl \' - " ': ! _, -

'/ ) coop~r3:.te "V,(itlt tr~i~ i ~g, ~~rs t~~~~.Qrs--,j~,_ th~, fiel,q of 
techrui a\.devt 16pmenCof'eiectric'i ty; . ' " 

8) o.wn property, ,enter jn~o contr;c·~. ~~e and be sued in its . '-"; " " ~.' - - . 
own name; 

' 9) perfOim such other iawftil act ivities as may be'necess'ary 
for the attainment of its objective, 

f. 
" , I ' .... -

, 
I 

,t , 

\ 
I 
I 

,', ' 1 

., ,,,. 



f }..:~'h'l.CD - AtTDl,·C 

~. },,:n!lID' lI"U~ 'h- Art..n.H· 1I""1'11"~' f"'l.~9· 
.1,1),: 'l'r, I"t.. MtL.r~.'; MJA1.ar "'t.,,1";"" )!.<;~ 
:J. t\ II 

~. 'I'r,(}). I"t.. MlL.rj'(. f}":(1!lw· 'l'r, I"t· M.<.~"'I. 
lluPlf,,} ll°'l.t t'vt: <;· flUOJ.('lInro- Ai1l :J' I\ ,e. UfJ~t.f uPtp 
I.'} f}"l':1!lW·1/~(..l":r· )!.""t·t. , YM·~,I:·(.,t. " 

I'. IIILV A14'~' 10'~ A14'lI' (g) f'I 'm4'~w' m~'~~ 
A);>'IC: 1.1Y.·/·mIH· IY'r 'I'r,1JJo I"t.. A~lLY)!" 

u) IlIlU A'I''fO I,H~' :~ N""~h;"'}1 f}"l':1!1.w·1 
1~f,V'l1 '; ·,·"",r: ..... /~t . ~)!. .fw·~t. ; 

~ ) 

1#') 

I.) 

f4.Y.t.·t. ~.iLt. ~cil~ ,n'n """'1.:,.,£ q~~9'1' 
"'11·)'"'' ou'}"llu ,), flO''1.,PX.Y:</'tD- uooPt.r oPLVt.·)· 
\' },,:O!l"") ,,·(..·1·1o"T- )!'4''l't·t. ; .rr1·1·~ ~·t·t. , " . ~ fl.:O!l(})·1 ·fP(.· Tr.'"lt-Y·r, 1Il':~ ' /'II ?;I('·~ 
~"u~·t·~· N ·Dlt. ' !lJ.4' ~.9" III" t· ~ )!. .rar~t. ; 
II~Y. 4'w· fl.:O~."· 11:(') ' """'I.')' 111111 "'''L ,I' J'.C.:JA: . . . . 
h"'~ " r'" <n7r,"·1" :JI: 1I"'1.r.1.7· "11·)'·)·} ",~. }":(1 
~:m·1 i,etD.h~A ; 
f },,:f.1 !lw'1' f (" /.. h1ar'lr, r't. "IiI t;rc·j- hll? 
:~: .r:.~"'1.~~·t· ~ .• NCIIA " 

ii· '1"; "'/.. Mli..f~: ~1.j?: 111.w· f("t.· rA'l"':','II °·UhJ. 
tI"1 ""m:rl" t.nn'; '/"/'1~ 1 ~}".e:1 !lw' f I" t· :> ~J, 9' 
':(-/i o' /..+~1· IlID'ht\'J' I\...Pt'H·"Att: J!.ij"f\&\ I: Iflj~ 
1,c:~. 1I"'1.C$C ·tlL '1'111" 1,'l.!;,,,,/'. f"'l. /pI1t. !lID' 110 
4''1.). ~"'I.Ilt.'J' 'L1L f"'l."'/.· hII') w·ht.,ID· h~of'.r:.,. 
1l'"1.~~ ·l~ ""J.4·~· Mill')' " • 

11 :~:-} 
~-:-rh.:n~.w·,. II:( ·} h"'lJH'~+ 9"'l'''1' f·l·w·n,"l )!.II' 

'iA : 
II) 11,""1"11":) ' ho~.uvY.1111·} Ilf.·} ; 
II) h"'I.~MIlO1· fJ.:J>Y: h'':!, 1,r, 
m) hl\,~·'· 9"1'~:1" h"'l.7'\ 711111 ;; 

~. IIllV h}4'~' 'IO·~ h'H'~' (~) f' I' '''' ~h'I'w: •. 111111 
1I},,:O!101' ~9" 1I"'1.hJ. ·} f'1111 'I.~11 '1 '1 ''''I~ 1I'r,' 
f4.y.t.· ~· ·1 ""1"1JP')' fof.)!.n~ M·I·'1Y.C 1'.'1';1('.""'" 
1.'1' 1I"'1~·I."1 fl.:O!lID·1 I"t·9'1 · ~"7hJ.K 9" !D"L 
~tr(jA :: 

fY."/·1I ""'I"HI'} 
~. }"rM.rD· f ·/·"J. ~ · '; ')'hl1~~; -1'11')- fY."t11 ovll'111~'1 

~f."t\ I : 

~ . f },,:o !lw' f'i'111 ov',"11i+r, 711111 .)11 ~)f," 1I'1''iW' 
M"/'r; m~9" 'I'HID' )..<;../'{: . 1I"7.~)!."'I~'(!! · )'~d'c:l 
nt'~IJU'I: j.!.uPt.UfJ/..,,· ,11 

h',;t. ,..M·. 
J .. 4·~·r, fJ. :ry: h~"l'l' ",~ :Jo9'1'· 

~. fJ.:JoY: I,MA7.) ·) · 
Ii' "71"w'9" ,IIID' h}"j?:1~.~· f1'~(Tl J.:Jo~' ~)!' r,'l.w· 

~ ·I "IY:. -~~"'I },,1\,)1 ·) ·t. h ~/o·1(,U,~· ; "'IM'~I\"" ; 
~/n1.J.t. ID~9· uvi'i'l' /, )!.1·t.9" " 
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7. Management of the Agency 
J) T.he Agency shall have a General Manager. to be appo i·nted by the Government upon the ·recommen­dation of Lhe Minister, and the nece.ssary staff. 
2) The General Manager sha!1 be the ch ief executive of the Agency and sha ll . subject to genera l guidam.:c by the Ministery. direct and administer the activities of the Agency. 
3) Without limiti ng the generality of sub-Article (2) of this Article, Lhe General Manager shal.l: 

(a) e.xercise Lhe powers and duties of the Agency 
specified under Art icle 6 or"this Proc.:lalT}alion; .(b) employ, and admin ister .employees .of the Agency in accordance with directives ~pproved by the gover~ 
nmen! in compliance with ·the ·bas ic principles of 
federal civil service laws ; 

(c) prepare and submit to the Ministry the work 
programme and budget of t~e Agenc~ and im­
plemeQ~ same upon approval; 

(d) effect expepp i tu r~ in accord~,nce wit~ the budget 
. ~pprov~d fOf th~ ~gency; 

(e) represent the Agency in all its dealings wi th third parties: i':' ;;, . ., ,', '. 

(f) prepare and submi t N the ~in istry , the aqivity and financial reports Qf the Agency·~ , " ,--
c 

4) rhe General Manager may delegate ran pf.h~.s powers and du ties to other officials. and e~ploye,es of the Agency to the extent necessary for the effic ient perfor­mance of its activities; provideq, however, that in the case of delegation to ac~ on behalf ~. '~hc General ·Manager for ",more Lh an thlny PO) days, pflor approva l . by the :tv1inister ~hall be required. 
8. .B.udge' · '.' 

1) The budge' of Ihe Agency shall be drawn from Ihe foHowi'ng 4ourc~s: ' .'. 
(a) budg~l ·ail o~ated · by the Government; 
(b) li cerl;e fees; and 
(c) mo"nies from other sources.· 

. 2) . The fund referred ·to in sub-Article ( I ).' of thi s Article shall be deposited in an . ac~ount openeq in the name of . the Agency and be exp.end~d for the carryj ng out of its activities, .in. <,lccordance. with federal financial adminis-Inition laws . . , ' 
9. Books of Account 

1) The Agency shall keep comRlete ll!ld accurate boo~~; of account. .. : 
, 2): The b.ooks of account and fin ancial dot:uments of the Agency . sh<}ll . be al.!d ited . anrlU ally by the Auditor Gen.eral Of by auditors designated· by h,ni, 

P~RTTHREE 
Requirement and 

Conditions of License 
10. Requirement of License 

I) No person. may g~nerate, transmit, distribute or sell electrici ty fpr commercia! purposes unless he is a holder 
of a license. 
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'''n~:(lI'~'' (1m' fl.,}";.\': "AU", '1""-" )hfl..h ,}&n tt"-'/UIJ'} 
(,U.,} : N"J(H·"fl.r~ m.e~" I'\tttfh1.t.t\ n·}y.,.ry,J' }~~('}I\ 
m·'} u'/t'!mq'r, ~1)li1 IJ(} , '1' (Utor, f>lJ" .;.I unll"ll,r u·>.:) ·sP 
'~"1 fI'I".'I." ~':l 1l)l>:~:ll'\.m· 1'\.,.., t.;.I1'1' f"'/ .. r{i,1·1'\· nuLf, 
9'T'} '"/')' /.11 A ~ II')- " 
fUDn1IJIl<l! ,r ;",eA '''/{fV'} "i.l (mutt •. r 'J'l1fl." )"fI."·}t.n 
f""'}'{"' ~ "l:' lTIn~:m'~" r'\m' hory, ~l'\h"'CD' fl t l,{ .. 4'.V: .n: 
()~" y,, ~ ,)- ), .\':£:'1'" m,trfJn,m' Oory.11(O· fU'/htj.t .. r ov {) 
an£: (uno/Yo ,e.:r·~"" .n 

t.,<J' ,l!: 1'\"""1'>".,. -11 '/: -rll'\flD I1"} 

"'/lJ:,:m·y" f'lro' f111.V 1, T:e: : hT?,.1 A"·/N/..?~l"Il'"l,mnl-' 
J·.1n·,r·~ (ftl(1D.?J1,; ·,{ },r, nh5!itl-,1'Uu',1':" ill "! ,'·J· ',fl.Y,. 
·n t .. 1'."; ~V'I"rn· ,II", f"'/ .. r",C1·. unr' t.C110 J'".1. ~ 
.!lIn ),1JtU'9u In.,.\"': ;11"1 ~U-'t.:,. f'}<>I.(': P' /" . "'/i1'lS': 
fOTJ.:fAlJ ft. ,,<to .l!: "1J!o:) ;9l"""') houmt'l ~} f ffl/Y fl1'A 
~J ·/'}"·n ~n'}'T" : f'/; h~h ,',)'·fI .. :) · i (If)',fl,' A'I"J': .I'(lro· 
(1lJ1f't, nX.~{l:, f't .(l)"· tt.I.:J1~1· t.:}>.r: .e f'lrn'PA :: 
,e.U M'l' h""n;·"H! ·'II .1,·)· fib~,h'''''<h ",/on'".1·)- , 
u'I{)"'''hl/:: : "'lll1.t.'A ),'1 r;~ -if~l' I '-'/'~ ?':-"·'} tl."J/, · f4"f~ 
fI 'Ir; :( W'9" ((ro' }\()tA 'l.ID·1 11C'lic..: fYIl u'/a.nt\h:J: 
(1"'1;"1.'1} t.:>'.\'.· '"/w ·{I},''' 1,n n." :: 

:o~ . X .. <l' ,l!: ()1'\4!'l'j-t\/\'i: 
(lIU) )IT)!- f'I'r)i'1l t.:J>,I-': n,r.'},n W"l.m(11 rfV,pl.'} 
'n.:(>:'} fl.m·, ·l'l'l"'1"H· ), {)., .. l!:'1" (J '''/''J'f #} fl.fI .. II f'lm­
lL'I ' ~fV~ ,e. '.f~ l.) " 

n· ri .. 4'Y; "IY"')·9'1·· 
",/'}~:(O.~u - 'lt\t.:l'.I:': : 
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2) Any person des iring to generafe;"fransmif or distribute 
electric ity fdr·non-co·mrnercial purposes shall notify the 
Agency, in ad vance, and produce documents evidencinfl 
that he has fulfi lled environmental protecti on and seft y 
con'dilions as required by the Agency. 

3) ~ny person generating electricity by. installi ng a standby 
generato r'may use the ex isting supply system of the area 
by entering into agreement with the concetn~d liccn~ee. 

11. Eligibility for LIcense 

I) Any person may be .i ssued. with ·a li cense where he 
sati sfies the , qua li ~'y i ng - c?ndi ti ohS, ,speCi f ied in th is 
P~oc l ama~.i.o.n, regulations and di recHv_es i ss~ed hereun­
der ~s well as in the investment claw : -~lI1d upon COil fi r­
mation by the Agency: that he i.!,oqu'i lified .to carryon 
trad.e under the Commercia.!' code an~ h-~s d;~ fin anc ial 
resources, techn ical competellce_. professional skill and 

' ex perienc~ required to fulfifi l ic~'n~e ob!igaiions. 

2) .; .Any person-who ,has be;en .engaged (n the generation 
tr~lnsn'1iss i o~1 distribution and sa~~ of'e lec tricity prior 10 
the coming jnto force of this .P roclamation shall be 
required (0 suhm it <:I tl applicati~n " along with the 

" necessary particu lars, a~d obrain a license, 

l2. Tran~ter of License 
A lice nse issued pursuant to llli s Proc1am<:ltion may 'be 
.transferred to other person w.it.h the prior ,consent of the 

., Agency, under conditions to be speciEed by regulations ... 

13. Obligations of License 
Any li censee shall: 

1) ' carry out th~ ge~en1tion: tran'sniisslon,' dl'strlhution and 
sale of electricity in accordance \vith this proclamation. 
regu Jationand dire"Ctives - lsSi.le·d' hereunder · .f~ ""ell as in 
compliance with enviro"nmenial protectiort" laws and 
qu al ity"slandards determined by-the Agency: 

14. 

2)' ~' J(e~p relevant records of :dl)e~atiorl,~'s~btnk';'ep6rlS and 
, sU'pporti ~g documents to tne Agency ihh~c~rdance with 

'. - d irective~ to be issued by th e 'Mjni st~r; 
3) 'make books and records ~f opei·ation availab le for 

inspection by duly authorized offic ialsof tiie Agency . 

SlIspensipn and Revocation o(/icense _. 

J) The Agency may suspend or ·revoke a .l icense where the 
. licensee fails to comply with obligations speci fied in th is 
Proclamation. regu lati ons and direc tives issued hereun-
der as well as in the license. ' " ' 

2) Prior to revocation of a li cense. the Agency shall allow 
the licensee such time as it deems suffic ient to rectify 
failures. 

3) \Vithout prejudice to the rights.Of heirs, th~ license shall 
be revoked upon d~"th of' the llctnsec or upon 
liquidati on or dec larat ion of bankruptcy under the 
re levant law. in the case of ju'rid ical person. 

15. Charges 
No li censee may claim charges in excess of the tariff. 
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16. 'Condirions for Inrcrruprion 01" Elecrricity Service .... hy rhe 

Licensee 

I) T he li censee m~y not interrup electric ity serv ices except 

for Ihe following reaso ns: 

(<I) to inspect, repair, maintain, adjust or to undertake 

other necessary works related to electri ca l equip­

me"iu or iines,; 

(b) . w hcre natrual calamities such as quods , landsudes 

'or earthquakes or othe r events beyond the conlIol 

of the licensee occur; 

(c) Where customers fail to pay charges; . 

(d) where cus tomers utilize unau th<;>rized elec tricity , 

conlIary to th e tenns and cond itions agreed upon. 

2) 'fheJi~ensee shall notify the gener~ public 24 hours in 

advance of interrupting e lectrici ty serv ices as spccified 

under sub·Art ic le ( I )(a) of this Article. 

17. National Grid 

,1) T he Gove rn'mene may, by motification.· .specify and 

. trnnsmissian line having not less than '132kW a~':: n at i onC1 1 

.grid . 

2) Access to such liil e by li censees shall be. dctcnnined by 

regu lations. 

18. ImpoI1 or ExpoI1 o[~/ectricity 

I) .' Any licensee d~si ring to einport eleCtrici ty generated 

within E th iopia shall havl;: to ob tain prior permiss ion 

from the Agency. 

2) Any li censee desiriri'g to export e lectrkity ~enerated 

with in Et.hiopia shall have 'to obt<lin prior permiss ion,' 

from the Agency. 

3) Cbnd it'ions fo r th~ import arid expOrt of e lectric ity sh<lll 

be dc'tennined by the Mini~try, su bj~ct (0' recomr:nen-

dutions made hy the Agency. 
. ..' 

19. Inspection 

A n offi c ial d ul y au thorized by the Agenc.y may, ·at all 

r:easonab le times , enter premises and inspect and supervise 

the ge neration, transmission , distribu tion an'd sale of 

electricity without unreasonab ly imped ing or ohs tructing 

ac tivi ties thereof. 

20. Use orLand 

PART FOUR 

Usc otL and for Electricity 

Supply Activities 

I) A licensee may enter land or premises in the holding of 

any person and carry out activit ies requi red to connecL. 

repair, upgrade, inspect or remove electric,n lines. 

2) The licensee ma y have the right to cut and lop trees or to 

remove crops , plants and othe~ things that nhstrllct the 

construc tio n or operati on of electrical works or may 

calise danger to electrica l lines. 
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3) Where the li cens~e d~~i res to act und~r ~ub-~~·ii t ie ( I) or 
(2) of thi s Artic le, he sha ll no'tifY the holder of sllch fand 
in advance thereof. 

21. Compensation 

The li censee shal.1 pay .. compensation, in al:l:Ordance with 
rclevanl law, for damages caused to the. property of a land 
holder while acting unde·~ Artide 20 here in. 

22. Exprc!priation of Land 
Where publ ic interest so justifies, a licensee may be made 
the beneficiary of an· exp'e~opriatlb~ measure, taken in 
accordance ·wi th the law., over pri vat~ ';nd ho l ~ in gs. 

23. . Town Plans , , 
o •• 

I) Any master plan of a town shall clearly demarcate and 
show the electrical suppJy·system layout thereof. 

2) Any licensee shall, whi le .connecting e lectrica l ·lines, 
comply with t.he master, plan of the town, 

24. Other Construct/onnmd Works . .. 
No.construction, farming, plantation or any other activity of 
a permanent nature may be carried out within the clearance 
zone to be set, by regulations, adjaceritto electric transmis­
sion stations or lines. 

25 . . Access to Exiseing Facilities 
The liCensee shall allow the use of his transmission line to 
other li censees where their request is without .impediment to 
his undertakings and they pay the .amount to be determined 
by the Agency. 

26 , Use of Water for the Generation of Electricity . 

I) '.The ·Iicensee may use water, free of "Charge, for 

generation of electri~ity. 

2) The Agency may, repres·ertting the concerned authority, 
issue the requ ired water ·u'Se' permit· to the: Ik ensee in 
accordance with the Water Resources· Utilization 

Proclamation No. 9211994. 

27. o' Penalty 

1) Any person who cause·s harm ·to any ·' e lectricity 
generat ion plant or transmission or distribution line shall 
be punsihed with rigorous imprisonment from 5 up to 15 
years, unless punishable with more severe penalty in 
accordance with relevant provisions of the Penal Code. 

2) Any licensee who vibiates the provisions of this 
Proclamation or of regulations a"ild .dlrectiv'es iss'ued 
hereunder shall be punished in accordance with the 
Telcvant provisions of the Penal Code, 

28. Power to Issue Regulations and Directives 

1 .. ' The Council of Ministers may issue regulations neces­
sary for the implementation of this· Proclamation. 

2) rhe Minister may . issue directives nect:ssary for the 
i mpleme~talion of this Proclamation. 

00 ' 
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29. Effective Dale 
This Proc lamation shall enter into force as of the 7'11 day of 
July. 1997. 

Done at Addis A~aba , this 71h day of Jul y, 1997 

NEGASO GIDADA (DR.) 

PRESIDENT OF THE FEDERAL DEMOCRATIC 
REP UBLIC OF ETHIOPIA 

o 

-fICY'}r;' MV" ay"''''1.J' Y:c:;e:+ ;, .. ,."" 
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PRQCLAMA TION NO. 26912002 
A PROCLAMATION TO PROVIDE FOR 

THE ESTABLISHMENT OF a{E ETHIOPIAN RURAL 
ENERGY DEVELOP]yfENT AND PROMOTION 

CI:;"NTER 

WHEREAS, the country is fo llowi ng rural-based 
economic policy; and the development of energy plays a 
decisive role in ensuring sustainable socio-economic progress 
of the rural areas; 

WHEREAS. it is essen tial to undertake the study and 
development or energy resources and technologies . suitable 
for the rural areas in a systematic and coordinated manner; 

WHEREAS, it has become necessary to substitute with 
modem methods the traditional energy utilization system 
which has caused negative impact on the environment: 

WHEREAS. to attain these objectives. it has become 
necessary to establish an autonomous federal governmenl 
organ conferred with appropriate powers and duties; 

NOW. THEREFORE. in accordance with Article 55( I I 
of the Constitution of the Federal Democratic Repuhlic of 
Ethiopia. it is hereby proclaimed as fo llows: 

I. 

, 

Shorr Tirlc 
This Proclamation may be ci led as the "Ethiopi:m Rural 
Energy Development and Promotion Center Establish­
ment ProdJmation No. 26912002," 
Delinirions 
Un less the context requires otherwise. III tllis 
Proclamation: 
I} . 'Energy"' means power genermed from biomass, 

waler, geothermal, sunlight. \Vind ... non-renewable 
resources like petroleum or minerals and other 
various materials used for rural communities. 

":Jt,.} ;.I nn] 7 · · '~/ ··t!· ·U·71·.!i 
Negaril G.P.D.Box 80.00 I 
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2) "Minister" and Ministry" means the Minister and 
Ministry of Rural Development respecti vely, 

3, Establishment 
I) There is herebY established the Ethiopian Rural 

Energy Development and Promotion Center (herein· 
after "the Center") as an aulOnomous Federal 
Government organ having its own juridical per­
sonality, 

2) The Center shall be accountable to the Ministry , 
4, Head Office 

The head office of the Center shall be in Addis Ababa and 
may have branch offices else where as may be necessary. 

5, Objectives 
The objectives of the Center shall be to make condit ions 
convenient for the development and promotion of rural 
energy resources and technologies, 

6, Powers and Duties of the Center 
The Center shall have following Powers and duties: 
I) identi fy the enegry resources suitable for the rural 

areas and conduct studies for their development: 
2) adapt foreign energy technologies in line with the 

needs of the coun try and improve indi genous energy 
technologies ; 

3) coord inate, encourage and assist energy study ac­
tivities; 

4) study the energy demand, supply and consumpti on 
patterns of the rural areas and compile data 
periodically; 

S) study the production, distri bution, utilizatio n and 
conservation of affordable and efficient energy 
resources and technologies with due regard to the 
protection of the environment and promote same to 
the rural comm unity via private, public and other 
sectors as the case may be; 

6) evaluate the social, econom ic and environmental 
impacts of using various energy sources and tech­
nologies : 

7) provide consultancy services in the energy sector 
with or without payment as the case may be: 

8) collect and own information related to energy 
studies, and may make it availab le to users wi th or 
without payment as the case may be and a lso publish 
and distr ibute journals; 

9) require and obtain any information, relev<lnt to its 
activities, from any sources; 

10) raise the awareness of the rural community and 
provide trainings concerning the production, dis- ! 
tri butioll, utilization and conservation energy; and 
cooperate with regions; 

11 ) In cooperation with others participate in all com­
mun icati ons on energy studi es and researches 
re lated to its activities, and co-operate with local, f 
fore ign and international organizations 1'0 1' the 
attainment of its objectives; 

12) own property, enter into contracts, sue and be sued 
in its own name; 

13) pelfonn such o ther lawful activities as may be 
neceSS31)' for the attainment of its objectives. 

7. Organization of the Center 
The Cenler shall have: 
I) A Director General to be appointed by the Govern· 

ment; and 
2) the necessary staff. 

8, Powers and Duties of the Director General 
I) The Director General shall be the chief executive 

officer of the Center and shall, subject to the general 
direct ives of the Minister, direct and administer the 
activi ties of th e Center. 
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2) Without limiting the generality provided in Sub­
ArtIcle (1) herein above. the Director General shal l: 
(a) exercise the powers and duties of the Center 

specified under Article 6 of this Proclamation ; 
(b) employ. administer and dismiss personnel in 

accordance with directives approved by the 
Government in compliance with the basic 
principles of the federal civil services laws; 

(c) prepare the work program and budget of the 
Center and implement same upon approval: 

(d) prepare and submit to the Minister operational 
and financial report on the activities of the 
Center; 

(e) select official s of the Center who are accoun­
table to him and recommend them to the 
Minister for appointment; 

(f) represent the Center in all its relations with third 
parties. 

3) The Director Cleneral may delegate part of his 
powers and duties to other officials and employees of 
the Center to the extent necessary for the effective 
management of the Center. 

9. Source of Budget 
The budget of the Center shall be drawn from the 
followi ng sources: 
1) an ann ual budget allocated by the Government; 
2) service charges and other fees to be collected by the 

Center; 
3) money obtained from other sources. 

10. Books of Accounts 
I) The Center shall keep complete and accurate books 

of accounts. 
2) The books of accounts and other financial 

documents of the Center shall be audited annually hy 
the Audi tor General or by an auditor designated hy 
him. 

11. Power to Issue Regulations 
The Council of Ministers may issue Regulations neces­
sary for the implementation of this Proclamation . 

12. Effective Date 

This Proclamation shall come into force as ofthe 3 I '" d"y 
of January. 2002. 

Done Addis Ababa. this 3 1'" day of January. 2002. 

GIRMA WOLDE GIORGIS 

PRESIDENT OF THE FEDERAL 
DEMOCRA TIC REP[iBLIC OF ETHIOPIA 

71t:Y1'7 ()>1?'" ny'I "VY,J' .f" .. "c.e--'· .,j·-ruv 
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PROCLAMATION NO. 317/2003 

A PROCLAMATION PROVIDED FOR THE 
ESTi..!)USHMIONT Or- THE RURAL 

EU:CTI~IFICATION FUND 

\VI-IEREAS, ii. is necessary to provide electricity service 
to improve cconolilic ;uld socia.l development of rural areas; 

\VHEREAS, it is necessary to promote private and 
cooperativy engagement ill rural - electrification activities 
through lorn biJ,scd finance and technical services ; ~ 

I . 
WHEREAS , to achieve this it is importan t to os blish a 

fund to serve as a source of finance; ! 

NOW, THEREFORE, in accordance with Ariele 55 (1) 
of the Constitution of the Federal Republic of Ethiopia, it is 
hereby proclaimed as follows: 

PART ONE. 

General 

1. Shorl Title 

This PrOcl~II11Jtioll may be cited as the " Rural 
Electrification Fund Establ ishment Proclamation 
No. 3 17/2003." 

r :J'I'\' h1~ ·n I\A ·1-C1·'1" rOl.PIl'!' ',Atn Oll''''''c OlLV 2. 
M'J1: OJ'II'!'! 

Definitions 
Unless the context otherwise requires, in this 
Proclamation: §. "h.:01l." "'lfl1' rl"~'r'A-J' 1.lt.h·1-th 1.)'.:,Il. )m" 

flJ;. '1';1 3.40 
:1nit Price 

1) "Agency" means the Ethiopian Electricity Agency; 
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2) "Center"' means the Ethiopian Energy Development 

and. Promotion Center established by Proclamation 

No. 269/2002; 

3) "Corporatio n" means the Ethiopian Electric Power 

Corporation; 

4) "Dircc tor" mcans the Director General of the 

Ethiopian Development and Promotion Center; 

5) "Executive Secrc~ar i at" means the Ethiopian Rural 

Energy Development and Promotion Center; 

6) "Ofr·grid" means any electric supply not covered by 

the Ethiopian Electric Power Corporation Electric 

Supply SySlem; " .. 
7) "Ru ral Area" means any-orr-grid area; . 

~) "Govennment" means the Govermment of the 

Federal Democratic Republic of Ethiopia; , 

9) "Ministry" an(j "Minister" means the Ministry and 

Minister of Rural Development respect ively; 

.10) "Operator" nieans a person who generates, dis­

tributes. and sells electricity in 8 ff-grid areas for 

commercial purpose; 

11) "Operation" means the activ ity of generating. 

distributing ~nd selli,ng in off-grid areas for com· 

merci .. d purposes: 

12) 'Trust Agent" means any financial institution that 

keeps the money collected from various sources of 

the fund as well as renders and collects loan upon 

lh e order of the Boa.rd; 

13) "Region " means a region des ignated by Article 47 

(I) of the Const itution of the Federal Democratic 

Repllblic of Ethiopia and, for the purpose of this 

Proclamation, includes the Addis Ababa and Dire 

Dawa Administrations; 

14) "Rencwablc Energy Source" means an energy 

sOllrce' of nature such as solar, wind. hydro, 

biomass -and the l i\':~I.lich natura ll y recycles or 

recycled by man·induced processes usefu l to m:lIl. 

15) "Rural Electrification" means all ·act ivities of 

genera.tion, transmission, distribution and othcr 

related a.ctivities of elec tricity in off-grid areas; 

16) "R ura l Electrification Program" means an activitr 

direction approved qy the Board thilt promotes 

f electricity supply in rpral areas with the support by 

i ~~en:;und and in respect to the objectives of the 

17) "Rural Electrification Project" means a . single 

activity of designing. conslructing. generating, 

trans mitting, and perform ing other related ac­

tiveties to achieve the di stribution of electricity in 

rural off-grid areas; 

18) "Pcrson" means a natural ~r juridical person; 

(9) "Uniformity Directive" means a directive issued to 

maint.dn co-herence and co·ordination in the ac­

tivities of various units of the Fund and regional 

implementing offices. 

Est,1blishment 

The Rural Eleelrification Fund (hereinafter 'the Fund") is 

hereby establ ished by this Proclamatibn as a pennanent 

financial source to be aepo·$j·ied ·under Special Bank 

Aceoun. '0 be opened by the Ministry of Finance and 

Economic Developmen t. 

I 
, I 

-----__ ._.-J 
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4. Objectives of rhe Fund t.l)'~ f'"l.IM·~·r q~"7$"1' ~',-~.;J ''''' 
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The Fund has the fo llowi g objectives: 
1) To provide loan and technical services for Rural Electrification Projects carried out by 'private operators, cooperat ives and local .commu nities and more specifically for those projects operat ing on renewable energy sources; 

2) To encourage the uti lization of electricity for production and soc ial~lfare purj>oses in rural areas. f t.'}P~ 9"1"""" f'"l.IH·<'I·'1· ~1f0;-<'I" 
§. 11""1'1},,')' f'"l.""Y.{l 0;(')" 5, Sources of Fund 
g' hll.<'I-1· uv,)'1}";J+ f"7.1i {lJ:'CO;- 6CP,;J" 
[ , hQh9" },1'<;: fllll'O Y:c'{;·H' f"7.1'~ {lJ:'CO;-6CJ1;h 
~ , au,)'1}";J''C l'AIf)· Y:c,{;·r,':)·· h"7.1'~ 6CP,;J'! ii ' hll.h-1· Af· Af· 9"1"""" f"~1i 10." 

tltt:t\ V·ft·} 
ft..!'..(rA ft:) .... A'l~ ')' 
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The sources of Ihe Fund shall be: 
' 1) lJudget allocaled by Ihe Govern ment; 
2) Loans and grants from o ther Governments; 3) Loans and grants from International 'Financial Ins-. titutions; 
4) Grants from non-Governmental Organizations; 5) Income from other different sources. 

PART TWO 
Federal Organs of the Fund o 
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I) AI the federal leve l, the Fund shall have: 
(a) Rural Elec trifi cation Board (hereinafter "the Board") 
(b) an Executive Secretariat. 

2) The iloard shall be accountable to the Minister. 
3) Regional Governments may establish their own Rural Electrification implementing Secretariats, 4) Regio nal Rura l Electrification implementing Secretariats sha ll follow up and c:onfinn whether the 

projects in their respectlve'Regions are implemented in conformi ty with thi s Proclarrlation, and program­mes and the directives issued by,the Board. 
'i.. fPC);, M~'} 7. Members of 'fie Board 
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1) The Bo;:rd sh.1!! ha\'e members to be designated by [he Governrnent. 
2) The l(;rJH of o ffi ce of any member of tile Board shall be fin; ycars. prov ided, however, thaI he may be re · ;lssinged ror additional terms of office by the organ, which nominates him. 
3) The organ, which has assigned a member of the iloard, may at any time and rqr any reason recall anJ rep lace him by another, i . 
4) In case of reduc tion in the number of Board members duf':. to death or resignation of a member or due to any other reason, the vacant pos t shall be filled within three months, 

'5) Any member of the Board shall nOI engage in any activity that may bedirectlyor i~directly conflicting with his capacity "'s a Board member. When the member encounters a confli ct of interest, he s,hal! disclose such conn ict to the Board and withdraw from all meelings of the Board at which such matters are discussed, -.-. ~. "7.<.f\-L'<;'') I1T h.(I. 'I·p,r·':)·· ~~ ,ro7h ",A' 
~. f11flC Ioll.h·)·U,h:fi1 ""C,j,-"/·oo I"t. ~~ 

lIu7'/'''' f"7 .. r1<'1'1h· fAlP(.,C }"CQ·r·':)··1 , auU"t,r 
?,,:)'.,) , Y.Li\'l"1·" fTC';(h') ' }'t.~~Y" uuaut.r $"':)'.,) ,.o.r,·~A" "~ILU), M1./Lm· MauLuvL ·"10.w·') "'IM·~h.r ,fY.C?A! 

8. Powers JI/d Duties of the Board 
The lJoard sha ll have the followi ng powers 'and duties: 

I) Advise policy issues to the Ministr)': 
2) Approve directives. working- procedures, stan­

dards and projee(implementation guidelines that serve (0 implement rural electrification programs: 

{ 

I 

__ . __ .... _._ .. .1 
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3) Approve transparent directives, criteria ' amJ :tp . 
propri,lIc working prO<.:cd urcs th;11 enahle Ihc is· 

: suancc of loans; , 
4) SCI-oul compcnsalioru.;rite~ia to he approvctl hy 

the Ministry, for those operawrs-whos~\( )pcratio ns 
afC taken over .by the Corporation as speci fied in . Article 16 (4) of this Proclamiltion; 

5) Receive, and cXOlmine reports and approve same 
when ilppropriate; 

6) Administer the Fund; 
7) Approve Ih~ nomination ora Trust Agent Iha t shal l 

be entrusted with the Fund to he secured from 
di lTercll[ soun:cs. as presen ted to it hy the Executive 
Secretariat: 

8) Issue detailed directives fo r the Trust Agent: 
9) DclcgillC. when it deems appropriate. 'its powers 

and ' duties ' to Regional Rural Electrllic<.Ition 
Secretariat O ffi ce; 

10) Eng<.lgc ill othcr activities th<.lt enhance ru ra l clel ... trification: 
0 

11) Maintain Ir'lOSpa rCJl<.:Y 10 . .t.JlC puhli!.:" reg<.lrding its decisions, program and leadership : 
12) Ensurc limely colkction ot",lhe fund, by ;hc' rde~ant 

bopy. from the differenl sourccs speci fied in Art icle 
5 of this Proc/anlJlion . 

9. Meetings o(,//(:: Board 
1) The l3 o~lrd shall h~lve meetings-cverY'lhree months. Extraord inary meetings m<.ly be held at: 'any time 

when called by the dwirperson. 
2~ There shall be a quorum where more than half o f the 

· members of the Board are present ill a m~~ling. 3)" Decisons of the Board shall be made valid if more than half of those presenl voted in f<.lvor.In the event of <l tic. the ch;lirperson shall have a casting vote . 
4) The l3l1:!rcl m:ly :Idopt ils own ruk ofprocedures wilh regard to il~ Ill~~ting.s. 

10. POI'.:cr:i and Dillies o( fh e excc{I(il'c Scc/:cwriilf 
Thc Executi\'e Sccrcwriat shall have the following powers and dut ies: 
I) prepare annual. and whenever require~ . report and f submit it (or the <lrprov<.I l of the Board; j . ~) review :lprlications from rural elecirifiqtion ! project sponsors :lnd hased on the criteria ~pproved 

by the BO<lrd decide on the applications; . 
3) set out criteria for the competitive s~lec tion of <.I 

Trust Agent and submits same to th~. Board for 
approyal; . 

4) prepare and submit to .the Board. for approval. · transparent directives and sC1ettw'n'~ criteria . and 
· procedu res to be used in the issuance of Jo:J.ns uno · identification of aprropriate rural eJc~(rilicati on 
rroject: 

5) facilitate and submit the co-ordination of the ru ra l 
electrification rrogram ac tivities with ~!her rurJI 
development activi ti es; 

6) promote and surport access to and productiv~ use 
of electricity in the Rural areu; 

7) · ·cooperate with relevant bodies fo~ caradty buil· 
ding regarding Rural electrificat ion project im.· 
lallation. operation and Management: 

) 
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'. 
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8) prepare. mainlain, issue and disseminate equip­
ment, devices and appliances th'at meet acceptable 
safelY standards and economy for rura l e1ec­
trific<ltion; 

9) study additional ways and sources of finance to be 
used for the Fund; 

10) compile and keep the working papers, reports and 
minutes o f the Board, further it follows up and ' 
confirm the appropriate implementation of ~he direc­
tives of the Board and its decisions; 

11 ) follow up and ensure the timely collection and 
deposit of the money from the sources specified in 
this Proclamation in the accou nt of the Fund; 

12) perform such other activi ties ,re lated to its powers 
and duties; , 

13) make recommendations to the Board regarding the 
mas 1 effecti ve us~: of.'the Fund for the"rural elec­
trification program aS ,set out from ti me to time. 

11 . Powcs ,1nd Duties of the Director 
The Director shall put into ·practice all the powers and 
duties of Ihe ExeCU li ve Secretariat as stated under Article 
lOaf this Proclamation, and stlliITbe accountable to the 
Board with regard 10 the Fund. 

PARTnffiEE 
/HiscC/I.1f1cOUS Provisions 

12. Uniformity of Pr,1cticc 
1) With <l view 10 ensuring uniformity of prac tice. the 

Operalioll<ll Directive shall govern all operations 
and acti vities of the Fund. 

2) The Board shall issue Operational Directive, ' 
13. Responsibility of the Trust Agent 

I) The Trust Agent shall be respons ible for: the adminis­
tration of income accrued from various sources of 
f-'ulld pnwickd in Arliclc 5 of this PrOclamJlion . 

2) It ShOll! disburse 10:1l1s for rura l electrification 
projecls upon the order of the Board; and shall 
collect reimbursemcnl of loans. 

3) 11 shall follow up periodic reimbursementof lati ns by 
borrowers. 

4~ It shall prepare fi nancial document rev?aling the ' I revenues and expend iture of the Fund; pn? shall, 
! upon direcli vcs to be issued by the Boardjsubmit to the same. _ ,_ I 

5) It shall carry out other activities pertaining to its 
responsiblity. 

14 . Licensing of Rural Electrificaiton Projects 
The Agency shall apply relevant law to issue. renew 
terminate and 'revoke licenses for rural electrification 
porjecl. 

15. Eligibility for 1..0,111 

A person who is interested to engage in rural e1ec· 
trification act ivit ies . shall be eligible for loan financing , 
provided, however, that he is a legal person and fulfils the 
criteril;l required for such financ ing. ' 

16. Protection to Rural Electrification Operators 
1) The Corporation shall issue or cause to be issued 

. every 10 years and indicative national rural ·elec­
trificat ion master plan showing the expansion 9f the 
national grid covering the whole country . . 

I 
~_i 
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24. Audit 
" .0.' }.-'t. ~1 ' 1) Without prcj udice to the powers given by law to the 

I!- 1\'1'<;ro' >.Pd·C 0..1,"1 f'Nlmm'I"A"!1 hIY.'/·mO '/' Auditor Gcneral . the Books of Acocunt of the Fund 
tJ',~ , f .l. 'IP~ 'L ~t,O (10'~ O",/JI.e.uum· fro· ' /." I,.<;.·/·C 

nr~OU1: ,e.out.UDtrA" 

~. 'L"lO' f"'l.out.uvt.m· 0 ~1\9" 1.-/'<;: Y.a; ·H'~ ,e.'I')· 

I\l\m· f'L"I{I 9"cov tr ""CtJ'Y':)"<; I"C~ ') ' OUIPt.+ 

11' <;' f).-'l.). ~TC1: (1C'<;'<; fllU ·nr, fl ... I'';''''I. A"'/')' 

"'/.HH:C MI1'J'f~' h').<;.(tm·O~· .e.-/'C'O~:/:'I' A" 

C' N'h~h 9"cuutr , O'/·""t.m+ '/·"I~tr ')· ~.e. 

o f~ov'l: .e.h<;w <; A" 

;1;. fov'I'~OC "I f-P' 

"'//~:W'9" (tw· I\ILU 1.'I':e:. I,t.~~?" fou'I'~OC "I.e.:!' 

1,1\0 ') '" 

. :~. Y.I'O' ouuu~y f",/w,"! ,)' I"Ann 

ii· .e.u/ l,q')[, fI"'/ltt.~?" ""V'M.A'I· Y.W:)'·') f"'I.).1t 

,)·ci· Y"hc 0.1' fI.,em "! .e;')'· ~ A" 

~ . .e.UI 1;'I':e:· fI"'/ltt. ~?" f "UI\.I.A·I· OU(,"~.e9'··)'·') 

nY./ o, n "'l.m (t~m· ouu' ,:: :" "7.).11-1;,. mg,y" fl O;. 

fl.Y mOl' .e. :r-~ fl ·" 

'i,' ·' ·/..7," ? " "7.e.tJ'~· a,/-·.y. 
It ll.U 1,'I':e:· ;JC f"'/. :J'[) "'Ir,:l'm·y" '),-1 nlLU I,'I':~: 

(H· Y. ~1·I .. l- ,, ·P,f ·:r- ~,e. ,u.~oU,) · I,.e.·~ .::m·y"" 

'!.: ),q ' :~'. f"'/.or,n·} 1..1' 

.e.111,'I':( It'l'C tR -1'1 IRi'F; ~'Y" :e.9"C far, ,e.tJ'r,A" 

"Je'f'1 mAY. ·U'·CI. f'l 

\')\.:H '·p,·,r ,CS .. /.·Ij'l! );.'(I'tl l"c) .."'I! I.T·flt\ JI 

T{. ltI:·>'!· 

( 
I ( 

I 

shall be aud ited annually by an external auditor to be 
appointed by the Board. 

2) The Books o f Account shall be audi ted in accordance 
with internationall y acceptable principles and 
procedures, and the Aud it report shall be submitted 
to the Board and the Ministry of Finance for 
comments. 

3) Technical inspection 
selected activ ities 

25. Duty 10 Co·operate 

-- • .. 

shall annually be done o n 

Any individual, Government organs and private or­
ganizations shall have the duty to cooperate In the 
execution of this Proclamation . 

26. Power to Issue Regulations and Direplives 0 

1) The Council of Ministers may issue regulations 
necessary for the implementation of this 
ProciamJtioll. 

2) The Ministry or the Board, as may be determ ined by 
Regulations, Illay issue directi ves necessary for the 
implementation of this Proclamation 

27. Inapplicable La ws 
No law shall. in so far as it is inconsistent with this 
Proclamation, have effect in respect of matters provided 
fo r by this Proclamation. 

28. Effecci ve Date 
This Proclamation shall enter in to force as of the 6"day of 
February, 2003. -.-

Done. a1 .'\ddis Alnb ~\. lhis 6~'day of February, 2003. 

GIRMA WOLDE GIORG IS 

PRESIDENT OF THE FEDERAL 

DEMOCRATIC REPUBLIC Or ETHIOPIA 

I ( 
! 

ilen'; Mr ., ., . .,.,.r ..::c:;t:+ :, .. /.­
BER HA NENA SELAM PRINTING ENTERPRISE 

--._._. 



Annex III 

Council of Ministers Regulations 

).> Electricity Operations Council of Ministers Regulatious No 49/1999 

).> Ethiopia Electric Power Corporation Establishment Regulation No 18/1997 
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COUNCIL OF M1NlSTERS REGULATIONS NO. 4911999 
COUNCIL OF MIN'ISlf'I\S REGULATIONS TO 

PROVIDE FOR THE '1~.EGULATIONS OF 
ELECTRICITY OPERi\. TIONS 

.• , ,;., ."., .~. <-: 
-. - -;"' -,-

These RgulatiOns are" is'sued by 'fhe_ Coun,t,;ll of MlIlIsters 
PlJfSuant to Articl~ 5 of the Definiti on of Powers and .Dutie$ of ;' 
the'Executiv:' Organs of tlie}ietlera l Democratic Republic.of 
E.thiQp.i~. prpcia!11atioil.NoA/1995. and·l)j-tiCle48(.l) of the 
E\lec;trici !Y ,fr.6cJ~r.na.ti(jn· N.o. 8q1J997:. . 

: i '·.· .. " . c > ' .. ·· PARTONE ··;c 

General 
J, 'Short Title , -;' . 

These Regulations .may ~e_;.c.i ~ed ,ali t~e . · .. "EJetlri t:ilY 
Operations Council ' or . ,Ministers- . Regu lations 
No. 4911 999." .: . .', . " 

2. D~'fi~j(io[Js ," '< . . . . . 
In these R.egu!p.\~i~:m·$: :·: ·~·~ l e.~~ : tti'~" ypn.t~xt :r~qu lres 
otherwise: '. . " . '. ", . 

,' I) ~" .... ProcJamation· · l ,me~s \~e ~lec:tricity ~roclamation 
Np. 8611997, an'd~efinitibns pr<jvid~d therein shall 
a) so app ly to. diese Regulations; , . . . . 

2) !l ;' 'Agency';' mea~s· theEthi.o·pi"an :Electhd~y Agency; 
3) "Generation fa6ili·ty; 1. fneans ·a' .. se't ~'ot" ·. tech'n o l ogy 

used to prod~c.e ~l~ctri~ity; ": : .. j; .. 
4) "Peak demand',:, means the highest level demand for 

~ Ieclricitx a~ni~yell ' Py :~leCI[ic!ty: ps.ers ivithin " 
defi_neq.periop Qf ~i me; .)'. 

, , ~) . , "Sysiem ·b<l$edj0i'd','. means .a ;q,efmed amount of 

~ .~X/; ::' ·9~~.an,~.f?rel~c.~!.citx ;c~~:.i _nu;t'~.~~.Y ~y~·i) ~~.Ie in the 
., . supply system; ' . . ',. 

~.:Jt.,1' .?1L1lJ ;r.'1 ,'r. , '!!'if.1i 
Negarit G.P.O.Box 80,00 I 
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, 

6) "IT1i1rginn! genemtion capacity (';OS[" me,lnS the cos t 

associated with prodl.u.:ing one additional unit of 
power expressed in ki lo wat!; 

7) "marginal energy (;0)\1·' means the (.;osl assot.: ia lctl 

with rroducing one additional unit of energy 
expressed in kilo walt hour: 

H) "system generat ion price" means a single priL:c of 

power or energy prevailing in the supply system 
which in effect cons.ists of diITerent generation 
technologies bearing·· different . ·u·nit cost or 

91 

I III 

II) 

12) 

(3) 

generation; 
"system marginal transmission capacity L:ost" 
means , the L:Ost assot:iated ·with tninsporting and 
transforming onc ndditional unit of power expressed 
in kilo waH; 0 

"system marginal distribution . capacity cos t" . 
means the cos t associated with distributing and 
transforming one ildditionnl . unit .of power expres­
sed in kilo watt; 

"high voltage .. ·· in~ans a -vo!t:1ge ie~e! above 

60,000 vo lt ; 

"medium voltage." means u voltage level above 
1000 but less than60,OOO volt; 
"low voltage" m·eans a vo ltage leve l up 10 1000 

volt ; 
14) "person" means u·na tu·ral ·or ajunaical pers·on. 

PART TWO 
Electricity Operation License'S--

CHAPA TER ONE 
Applications for License 

General Requirements 
J) Any applicat ion for a license of generation, transmis­

sion. distribution arid sale. as we"l l as application for 
importation or exportation of elec tricity shall be 
addressed to the Agency and shall contain: 
(a) identi ty and address of the applicant; 
(b) feasib ility study of the project; 
(c) environmental ·impac,t assessment; 
(d) documents showing the applicant's financial 

·situat ion. technical c(lmpetence and ex· 
pcriencc; 

(e) L:(l nstruction and insta ll ation d;si gns, and 

(I) such other information the Agency may deter­
mine by directives. 

2) The feas ibil ilY S1udy referred to in sub·article I (bl nf 
th is Art icle shall consis t of the following COIll' 

ponents: 
(il) . social and economic impacts; 
(b) es timated costs and .returns or the project: 
(c) durat ion of- the project; 
(d) const ructi on and installation program and L:OI11-

mencement date of operati on. 
3) The env ironmental Impact assessment re·fe·rred to ill 

Sub·Article I (c) of th is Ariclc shall consist of the 
foll owing componen ts: 

I 
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(a) all potentia l damages to the en:vironmenl along 
with miligation,reslor<l.tion or redamul ion pbn 
inl.:lud inK. reseu!ement .program for displat.;ed 
residents; 

. (b) fhc estimated costs' of impje'~lentatio n of Ihe 
plans and progrul~~' referreq '.0 in pa;agraph (a) 
of this Sub-Article. 

4) 'V'!_ithoul 'prejudice to the proyisions .of ArliFies 9 and 
10 of these Regulations, information pro,videu 10 (he 
Agency by 'any app licant sliall be, confi4enti.1. 

4. '. Application for Generiltion License ' 
. A'~y app'!ication 'for d'general;on ' ii ~e~-i;eshal'l , in addit ion 
i~ ('h;c g~,n~~.al.feq .~~'rerq~·ri~ ;~~t~,(.( ~ 9d~~ ~~i.i~ i ~ 3 of these 
Reg,u lati o l). ,~, contain th~ f9~IQv.: in g; . ,' ,' 
! ), spurce oC ele,ctri ci ty ; I 
2) map of the projec t site at Lhc :scale determinedJ>y the 

"Agency; 
":-3 r tota l 'power capat"i ty 'of the project; 

4) power purchase contract where 'appropria te. 

5' . . '. ~Pp!;~~!!'q~: tO{ .fra~~IJ1t~;i.O~ LiH~fS~ : .' . 
Applir~~~~f! fqr lI<!nsrt;lis~ i.Q~ li,C~n~e _~~all : . i.n ~~dditi()n to 

. lhe_ :gen~fal requir~l1]ents · s t~te(1 under ·Anicl~.3 oUhest: 
Regulations , contain .(h e: following: .! 
I ) pre"liniinary Inute map .. of .pro.p.Qs6.({.ma_in and alter­

:'i' . ~.~ nat ive ' tra'n~mission Iitlc's; , . . 

~~ ";: !~( t?~l ~~_~~t~ .~·nd · .l~-a~ i~,~rr,ip:~.~ ol~a.osm-i ss i!o? i ines, 
3) Standard of vol tag\,: ~nd, ti;~,~ u enfY ' ,''','' , 

6 . " " ,4ppJi~a(iq~ :'for, ·D.j~qiP.utip.n ,and" S.a!e · ot:,EleWicity 
-: .. '-, License' .-,,:' ,,;'.'; i· . , : . 1 "' . ,, _1 

-:.,' -Applic~tion for Clistribu,lion' and sale'ot: electricity li cense 
. :".,' 'shal f: 'in"bdditYon to ' ih.e~-Jgeneral reqtNrert,ents.siated u noer 

, ". " ,:', . :', /" ', .. :1 
Art!pl,e,3 of the~e ,Re~ul at i 9 ns ., cO!ltjl~n }h~ ' (91lowing: " .': ; ,., •• , - •. . . .,'" I '. ' • ,; 

'. ,! ~ Jh~ s,ou.rce fro.I"[! ' ~.rj~h t~e·9.i ~fr~~~ ti p' n s}'~,tem draws 
electricity; 

2) estimaled number of cu storner~ 1,.0 be benefited from 
the project and proposed .Q~i~e 'ot e,a~ h uni! ~f pow.er 
to be sold; '" ' ' 

., . ' . ", t· t· '. . J) 'power -pllf.chase CCH1tract where appropriate .. 
. ': - .: . . •. '" .' ~I . ,!, " ','" ,_ . . 7. Application for importation and ExpoJ'lal/o~. ~f~·,t:;:nse 

f 

Application for importation pr exportation license shall. , , . .~. 

in addi,~i ~,n ~ f~ .t.h~ .re[~,::a.?J . g,eJlera l reyuire ments slaled 
under -A"nicl"e- 3 of 'these . Reg~!at!ons " C9 J1IU!J1 11)t; 
fo llowing: · . ," .' .. ' 

""I ) . an ' agreement made with (;:'cncerned authority of a 
"" country t:rorT! . which or to ' ~hich eleclm:ity IS 
\'imponed or e~ported; .. ( 

; , 2) 
, ,,' ,3) 

. ~~~and:~~'d, q't: xqfi~~~ '!Od f~~~~~~~~; . 
pq~e.f:.purfha~e cqntraq. ~h~~~.-aJ?Prop.~i.::~ te. 

i 
I : , ' 

:';. 

.~ 
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CHAPTER TWO 
Regis/r.1fion And Advertisement ofApp/ic<Jfion 

H. Regislr:lIion of Application 
Each applicalion for license, if complete and in th e proper 
form as provided in Chapter One of these Regulation!'i, shall 
immediately be registered in the register mainta ined in the 
offi ce of the Agency for such purpose in the order rel.:eived, 
and ench applicant shall upon such regis trati on be given :l 

rece ipt indicating the date and numbe r thereof. 
9 . . Advenisemem ofAppJic:Jl ion 

I ) The AgenGY shall, within three working days after the 
registrat ion of an appl ication of li cense, send noti ce of 
the application to the concerned publi shers for 
publicat ion on (wo successive issues of news papers 
which ha ve 'rI ider circulation in the country, 

2) The advertise ment shall describe the type, purpose and 

area of license and shall gi ve the address of the offices 
where copies of maps may be inspec ted or purchased. 
and shal l specify Ihe add ress o f the Ag~ncy [0 which an 
obj ecti on or comment may be fo rwarded by any 
inleresled person, ' 

3) . Without prej!Jd.i~e to the provisions o f Sub-Articles ( I ) 

and '(2) ' of thi s Article, the advertisement shall be 
announced o n the Radio and TV for three consecutive 
days: 

4) The app licant shall bear ~osts . necessary for such an 
adverti sement. 

I O. Depos~~·en of Copies .ofM aps for Pl!~li:c In~pec(iol1 

The applicant shall deposit copies Qf.th e maps of the 
proposed area of license for publ ic i ~spection at the office 
of the Agency and the municipalify o f proposed area of 
license, ' . 

' I. Lodging of Objec/ions 

I) With in 60 days from the last publica ti on of the 
advert isement on the ·newspaper any interested 
person may fi le at the office of the Agency a written 
obj~c ti on against. the proposed li cense or may 
forward any comment Slating the reasons thereof. 

2) If an object ion filed by any person pursuant to Sub­
Article ( 1) of thi s Artide is rejecle.d, the Agency 
shall so not ify the perso'n in writing sett ing the 

. reasons fo r decision. 
12, Amendment of Applica tion 

If an appli cant desi res · to make any amendment to hi s 
applicati o n, he shall submit a written application to the 

Age ncy. Such application shall. also be . subj ~ct to the 
prqvisions o f thi s ~hapter. 

CHAPTER THREE 
. Issuance 4nd Re/usil/ a/License 

13. . Grant.f?f License 

I) If. upon _!he expi ry of the 60 days period speci lied 

. ,- . unde r Arti~.l e II of these Reg ul at ions no objection to 
the app licati on has been fil ed at its ·office, the Agen!.:y 

shall , upo n payment by the applicant of the pres­
cri bed' fees, grant the requested license wit hi n 30 
days; provided, however, that no license shnll be 
granted unless the Agency is satisfied !Ilnl tile 
applicant has ,the necessary fin~ncia l . resou rce, tech­
n(ca l compet,ence and .exp~rience to meet the 
ob ligati ons re lating to the license reques ted. 
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2) Where an objec lion 10 the application has been f il ed pursuant 10 Arlicl e II of Ihese ReguJalions, Ihe granting of license shall be deferred pending u decision by the Agency wi thin · 120 days from the registrati on. If the decision of the Agency is againsl the submitted object ion, then, a l icense shall be issued to the the app licant subject 10 sub -art icle (I ) of thi s Article. 
3) No license shall b~ issued under these regulalions unless the applicant is el igible 10 invest in Ihe sec lor pursuant to the provisions of the rel evant invesl­ment law. 

14. Refusal of'License 
I) If the Agency de termines that the applicat ion or the infonnation supplied or ,·the qualifications, ex­perience or financial capaci~y oJ: the app li cant in connection with the pr9Ppsed, l.icense is mate rially . inadequate, it shall so nqtify the ~pplicant in writing sett ing the reasons of the decision. 

2) The applicant shal1 be permitted to consult wirh the Agency in order to provide all ev idence in support afhis pos ition, shall ·be afforded a time nol less than 30 days to.overcorpe the nbjection,. of the Agency, and shall also be entit led to. amend or <;om pie le his appl ication. .' . ."::.'. . .. .'. I, 
3) If. fOllowingsuch consultation' and expiry of such ,;". :iime, ~he· Agen'cy still believes th~lt the application or the informat ion supplied' or the qualifications of t~e app li cant are ma.terial ly inadequa~t; lO justIfy the grant . of a li cense, . it shaJI . notify same to the applic'ant in writing. .. , . 

15: ReplacemclJ{ and ]ssua!1ce pfCopies of Lir;:enses. 1). The li cens~e may, vpon the p~~i!"nent .of the' pres­cribed fee.s, reques t the Agency to issue o~e or more copies of his li cense. Upon receiving ·such requesl, the Agency shall issue such certified copies to the licensee. ' . . 
, 2) The li censee may , upon the ·pay.ment of .the pres­·ciibed . fees; apply to .. the Agency for the rep lacement of hi s Iicc::nse Which has been lost or pestroyed. Upon receiving such··application the A~ency shall issue repl.acement·'of SUGh license to the· li censee. . . .. 

J 6. Transfer of License 
Any li censee may transfer hi s license pursuant to Artic le 12 of the Proclamatio n; provided , however, that the transferee has the requi red competence to fulfill the obligations o( the IiceQsC,! ... 

17 . Amem;l.melJl of l,-icense 
If a licensee desires · any amendment to be made to his license, he shall submit a written ap'p li't:ation to the Agency. Such appli cation shall ·also be ·subject to the provisions of Chapter Two of this Part. 

18. Duration and Renewal ot'License 
I) The duration of a li cense issued ·pursuant ·to the provisions of the Prodamation and these Regulat ions shall pe based on t~e life of the project; provide;d , however, that the max imum duralion shall not exceed the follpwin g: 

'(a) for,hydro power generation 
license :.... .. .. ............... 40 yea rs (b) for. transmission license 50 years (c) for dis tribution and sale license .... 50 years 
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(d) for importation o r exportation 

license .... .. .. ...... ..... .. ....... 10 yea rs 
2) The max imum durati on of l icense for non-hydro 

power generation pla nts shall be determined by 
direc ti ves of the M inistry. 

3) A license may be renewed for success ive per iods if 
the licensee: 

(a) has made an appl icat ion to that effect two 
years prior to the expiry of the li cense; 

(b) is not in breach of any provisions of lhe 
Procl amation, these Regul ations a nd dire<.: ­

tives issued hereunder whi ch constitutes 

g rounds for revocation of his li cense; and 

(c ) has agr~ed to upgrade his operations in 
accordance with latest techno logy gene rall y 
accepted in the power industry; 

provided, however, . that the duration of eac h 

renewal shall not exceed ha lf of the ini tia l 
period of the li cense. 

4) Re new.al sha!! be. s~bj ect to the provrsions of 
Chapter Two of this Part. 

19. Revocalio~ of License . ' 
'W ithout prej udice to the pr~v i sio ns of Art'icle 14(2).of 
the Proclama tion, a Iicen ~e . m~y be revoked when ::J 

licensee commi ts any o~e or the fo How ing infracti ons: 

J) 'fail ure to comply w ith technical standards, safe ty 
require ments and environmental laws; 

2) fai lure to compl y with tariff regulations; 

3) repeated interru ption , reduction o r tennination of 

e lectrici ty supply in the absence of force majeure. 
20. Termination of License 

I) A license shall tenninate if: 

(a) it expires without be ing re newed pursuant to 
the provisions of Artic le 18 of these 

. Regulations: 

(b) it is revoked by the Agency pursuant to the 

provisions of Article 19 of these 

RegjJ lations; 

(e ) w ithou t prejudice to .the r ight of heirs, the 

li censee di es or where the licensee is no t a 

natural p~rson , i ~ is liquidated or declared 
bankrupt. 

2) Upon tennination of a li cense, the government may 
take over, in consideration of compe nsation on the 

basis of book value or repl <j.cement cost 't' hiche.ver 

is the lower, the facilities of the li censee whic h are 

a bso lutely necessary to conti nue , Yl ithou~ j nterrup~ 

lion, the supply of eie,lric power. 
3) If the governme nt does no t des ire to take ove r the 

facil itie s due to the ir bei ng u l) operat iona l, the 

I ice nsee shall rel)love such facili ties at its own cost. 

21. License Fees 
I) Any applicant for electrici ty operat ion license 

shall , upon the registrati on of his app licat ion, pay in 

advance 20% of the li cense fees to be paid under 
(hi s Article ; provided,~ however: lhat such payment 

shall not be refundable upon refusOlI of license 

under Art ic le 14 of these Regul ations. 
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2) Fees [ 0 be paid for generation license shall be Birr 
1.00 per kilowatt ; provided, howeve r, [hat 
mipimum fees shall be Birr 1000. 

3) Fees to be paid for lransmiss ion li<.:cnse shull be Birr 
20 per circui t kilo meter; provided, however, (hat 
minimum fees shall be Birr 2000. 

4) Fees to be paid fordistribulion and sale lice nse shilll 
be Birr 2 per kilo voh ampere of transformer 
capaci ty; provided, however, that minimum fees 
shall be Birr 1000. 

5) Fees to be paid for import or export of electricity 
license shall be Birr 1.00 per megawatt hour; 
prov ided , however, that minimum fees shall be Birr 
2000. 

6) The fee to be paid for (he amendment or renewal of 
a license shall be 50% of the fee required for the 
issuance of such license. 

7) The fee to be paid for the transfer of a I icens&'shall 
be 20% of the fee required for the issuance of such 
license. 

8} Fees to be paid for issuance or copies or 
repiacemen' of iicense s h~1l be BirTJ50. 

PART7HREe 
Rights and Obligations of Licensees and Customers 

22. RigiJts of Licensees 
Licensees shall have tile following rights: 
I) to enter the ~ and covered by the license to undertake 

electrici ty opera4uns; . 
2) to issue warnings and disconnect elec t~~c ity of 

customers who violate any provision of these 
Regulations and directives jssu~q hereunder; 

3) to inspect the e1ec;:tricity ins Lall at i 9n~ of customers. 
23. Obligalions of Licensees 

Licensees shall have 'the following Obligations: 
I) to carry out electricity operations in accordance 

with the provisions of the Prod arnation, these 
Regulations and directives issued thereunder and 
the terms and conditions of the license; 

2) to take proper measures in order to protect human 
life , property and the environment; 

3) to supply electricity to customers on regul ar basis; 
4) to respond promptly to connection demand of new 

customers within its license area; 
5) to give advance notice to c~stomers before t:: .. Kh 

interruption of electric po~e r ; 
6) to resume electric ity service as soo~ as the reasons 

for the interruption stated under Articl e: 16 of the 
Proclamation ceases to exist; 

7) to provide customers with th~ neces~ ary guidulH.:e 
on the use of eJectricity; 

8) , to respond promptly to customers' complaints; 
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9) to keep all employment, financial. commercial and 
other books and records as well as records of 
electricity operations, and submit reports 
periodically as determined by directives; 

10) to make available to the Agency all books and 
records for inspection; 

II ) to give employees the training and education 
necessary fo r electri c ity operations; 

12) to give preference to domestic goods and services, 
where they are readi ly available at competitive 
price and are of comparable quality. 

24. Righls of Cuslomers 
Customers shall have the followin g rights: 
I) to require the provision of regular, safe and quality 

e lectric ity services from li censees; 
2) to submit to the licensee or the Agency,as may be 

appropriate, any complaints related to:' electrici ty 
services, 

25, Ohligations o{Cusromers 
Customers shal l have the following obl iga tions: 
I) to comply with notices and instructions on the use 

of electricity; 
2) to facilitate the installation, repair , inspection and 

meter reading of electricity; 
3) to promptly notify the licensee of any irregularities 

of electricity. 

PARTFOUR 
Electricity Price and TanIr 

26. General Principles 

27. 

I) Eleclricity pricing shall be based on the principle of 
efficient allocation of resources where customers 
and producers receive the true costs associated with 
consuming and producin'g one additional un it of 
energy respect ively. 

2) The price that customers ge t charged for shall be 
computed in cons ideration of the cost incurred by 
the lOtal system, and the energy consumption shall, 
as much as poss ible, be made fair .taking the 
production cost in to account. , . 3) The nile level shall be made sufficient enough, to 
support continuing investment.s and suslaina.ple 
.services, and shall include a system nfpricing t~at 
guarantees an improved service efficiency . . 

4) Tariff structures shall be kept simple enough to 
avo id or minimize implementation difficulties, 

General Pricing Appro,1Ch 
I) Price for supplying energy and power to retail or 

bulk customers shall ; subject to adjustments to 
meet financial requirements to bo defined as 
necessary, be determined on the basis of: 

(a) the system marginal cost; and 

..:\ 
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(b) optimum sys tem planning , 
2) Whe,e the approach sta,ed under Sub-Article 

( I ) of this Arti c le becomes inapplicab le to 
pricing outside the national grid system due to 
techn ical reasons, such prici ng shall be based 
on: 

(a) average cost of supply; and 
(b) an acceptable rate of retu rn on in vest­
ment. 

28.1 Generati on Pricing 

I ) With regard togenerati,on prici n~ withi n the 
nat ional grid sY,stem; 

(a) the most effi cient · generat ion facili ty 
identified to meet the system ' s peak 
demand shall constitute theo base for 
marginal generation capacity cost; 

(b) the , mO$f efficient generation facili ty . . . . 
., identifi!'cl.w p1eet the .system's base load 

, -;-; - - __ . srya ll proviete the base for. computation 
/j f of energy price; " . 
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tributed on the s y st~m geoeratiol.l price. 
2) With regard to generation pricing outside the 

national grid system; 

~ .. . 

(a) tile most effi cient genera tion facility 
used to meet the system demand shall 
consti tute ,the base for determining the 
marginal generation capacity cost; 

(b) marginal energy cost'shall be computed 
for each generation facili ty; 

(c) for cases of small hydro power plants 
simi lar approach maX, be used as in the , , • J \ 

c. se o( large h'y~,r,~ po wer plants in the 
natio~alg~cI. sy:s t, I,n i 
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(e) appropriate incentive and penalty mechanisms 
sha ll be incorporated in the pricing process for 
securing a higher level for availability of 
thermal generation facilities . 

3) Price of bulk energy and power from private 
producers shall be determined in accordance with 
power purchase agreements as approved by the 
Agency, and sha ll be directly transferred to 
customers. 

I) The system marginal transmission capacity cost sha ll 
form the base for transmission pricing within the 
nationa l grid system. 

2) The system's transmission capacity cos t outside the 
nati onal grid system shall be determined on Ihe basis 
of estimated or actual accounting costs and an 
acceptable rate of return on investment. 

30. Power Distribution Pricing 
I) With regard to power distribution prici ng within 

the national grid system, system marginal dis, 
tribu tion capacity cost shall fonn the base for 
distribution pricing. 

2) With regard to power distri bution pricing outside 
the national grid system, the system's ·di stribuli on 
capacity cost shall be determined on the basis of 
es timated or actual accounting costs and an accep­
tablc rate of retu rn on investment. 

3) Generation and transmission costs at the ap­
propriate vo ltage level shall be added on top of the 
distribution c~st to fonn the tariff applicable to 
customers. 

31. Other Charges 
I) Energy and power metering costs and billing costs 

shall form the base f~r .determining marginal 
customer related costs. 

2) Payment of connection charges sha ll be related to 
additional costs resulti ng fro,!, supplying new 
demand. 

. , 3) . Charges on reac ti ve power consumpti on shall be! . . 
related to. the cap~city CQs t that ~ach reactive powert -

. c.onsumption entai ls at the voltage level at which:. 
the consufTlption is effected . 

4) . Other appropriate c.ha~g~s .mqy be effec ted in
l 

. 
accord"a;l'ce with contractual "agreements between ;· t · " .' ." 

. li censees and customers. ,. 
~2. Efficiency Indexes and Pricing Procedures 

I) The Agency shail , in consultation with licensees, 
determine generlltion, transmission and dis- " 
tfibuljo~ effic iency indexes indicati ng potentials . 
for ' improving electricity'services which would 

, hav~ u lti~ate bearing on prices. 
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2) Detailed pricing procedures for applying the 

provisions of this Part incorporating all appropriate 
pricing facto rs shall be determined by the Agency. 33. Interim Price Adjustments and Srudies [or Turi[{ 

Revisions 

I) Interim adjustments to generation, transmission and 
distribution prices shall be made on the bas is of 
changes in relevant input prices and efficiency 
indexes . 

2) The frequency of inlerim adjustmenlS shall be 
detennined by the Agency. 

3} Stud ies on lOlal tariff revisions shall be conducted 
every four years. 

34. System of Accounrs 
I) Uniform sys tem of accounts commensurate wi th 

generally accepted accoun ting principles and 
designed to support the price reg ulati o'~ effons, 
shall be determined by .the Agency to be applied by 
all licensees. 

. 2) Any lic~nsee shall .submit audi ted report? of its 
accounts to the Agency within six months from the 
end of the Government's fiscal year. 

~ARTFrvE 

Standards of 
Safety, Teclmical and Quality of Service 

Chapter One 
Oenerai Safety Requirements 

35. Safely of Electrical Supply Lines and Apparatus 
All electric supply lines and apparatus shall: 
1) be of sufficient ratings ~or powers, insulation and 

estimated fault current and of sufficient mechanical 
strength for the duty which they may be requ ired to 
perform uf.1de~ the environmental condi tions of 
,insta llation; and 

2) ~e constructed. installed, proteqed and maintained 
in such a manner as to ~nsu re safety of human 
beings, animal~ an!;! property. 

36. Service Lines and Apparatus in Cu~tomers' Premises 
I) A.ny l icens~e shall ensure that all electrical lines. 

fittings and apparatus belongi~g to him ~r under hi s 
control which are in customers' premises are in safe . 
conditi ons and in all respec ts .fit for s~pplying 
power. 

2) The customer sha ll , as far as ci rcumstances permit , 
take precautions for the safe custody of the equip­
ment in his premises belonging to the li censee. 

37. Towers and Poles Grounding 
,', .1) All melal .towers and poles shall hav.e lhe busic 

grounding installed on· one leg using ground rods 
with 20mm. diamt;:ter steel rods . 

• 
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~,I\II ')' " 
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2) Additional basic grounding shall be installed 

on other legs where it is required to reduce the 
tower footing resistance to q maximum of 10 
ohms. 

3 In exceptional location of rocky soil with very 

high resistivity the maximum tower footing 
resistance may reach 20 ohms, 

!i· 11''''1.')' II~~ fO·/. J/ t.'l· n.I\,!J ·} th ao IlUVr:'···) 4) All metal supports and reinforced and pre· stressed 

cement concrete supports of overhead lines, 
metall ic fittin gs attached thereto. neutral of tran s­

formers and control panel of customers shall be 
permanently and efficiently earthed. 

f~/.'(iIJ""· r'lId' Y"IlM'1' m~y" 11'11(. ') ' In '? 

"''''nt; tJ<;· fn .lT1I:},r· hC:LI'I:)' 9"c'l(l'sp':)', 1I1~,u'9" 

11 (IPfloP";" ,:.Ie "JTf~'} ,f"Vf w, f'flt:::J' ,11 t.·1' 

""I"I(IIO'}.$P"Y· : "·} I..'}(H.:C:oPC ~m,..,../..t\ ~\tj" 

\'.l'.'}fl 't,;'·,l'· up.)'>tllml..r :J'~l\""l" fl"'l .. f'{) ·toUlJ'r'} 

u·}.:J· "'I..w·1P: i'/P,l.J.I.'" Anl'FI:(D':: 38. Posilion of Swilches and CUI-out 

~j::~ , f il 0/..).0::)"-',' fll,!'): I. II"). tftl "I I..l' }p,:)', ·t, '1,11'1 UO'f' No cut-out. link or switch other than 'a linked 

sw itch arranged to operate simultaneously .9n the 

earthed or earthed neutral ' conductor and line 

conductor shall be inserted or remain inserted, in 
any earthed or earthed neutral conductor of a two 

. wire system, or in any !!a.rth~d TJeutral conductor of 
a multi-wire system of any conductor connected 
thereto except in' the case of link for testing 

purpose or a search f~)f use, i.n contro lli ng a 
generator or transfonner. 
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39. Guarding 
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I ) Every guard·wire shall: 
(a) , have an actual breaking strength of not 

lesst~an '635 kg, 

(b) be connected with earth at each point at 

which its electrical continuity is broken; 
,(c) be galvanized if made of iron or steel. 

2) Every guard-wire or cross conne~ted system 
of guard-wires shall have sufficient current 

carrying capacity to en sure the rendering dead. 

without risk of the fu sing of the guard-wi re or 

wires till the contact of any line wire has been 

removed, 

Color Coding 

Color coding of a permanent nature shall be 
provided by lhe licensee on substati ons, net 

stations and ·customers di stribution bus bars deter-' 
mined by directives of the Agency to di stinguish 

earthed neutral conductor or the conductor which 

'is to be connected thereto from any live conductor. 

PJ:Odllcti"e Devices and Equipment 

I) Every {)verhead line etected over any part of a 

".stree t. · or any other public pJace or' in any 

factory or mine, or in any customer's p.remises 
shall be protected with a devjce approved by 

the Agency. 
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2) Fire buckets fil led with clean dry sand, tire 

extinguishers and first-aid boxes or cupboards 

shall be conspicuously marked and kept in all 

generation stations, enclosed substations and 
switch stations. 

3) Adequate number of gas masks shall be kept 

conspicuously at accessible places in every 
generation station with capacity of 5 mega watt 
and above and enclosed substation with trans­
formation capacity of 5 megavolt am per and 
above for use in the event of fire or smoke . 

Protection Against Lightening 

Any licensee owning overhead line, substation or 

generation station, which is so exposed as to be liable 
to injury from lightening shall adapt efficient means 

for diverting to earth any electrical surges due to 

lightening. 

Danger Notice 

Any licensee owning high voltage installation shall 

affix pennanently in a conspicuous position a danger 
notice in .English, Amharic and-the local langu age of 
the area with the sign of skull ·and bones on 

generators, transfonners. supports of overhead lines 
which can .be easily climbed and other electrical 
installatiQns as may be required by directives of the 
Agency. 

Instructions [or Restoration [rom Electric Shock 

I) Instructions in English, Amharic and the local 

language of the area for the restoration of 
persons suffering from electric shock shall be 

affixed by ~~e licensee on a conspicuous place in 
every generation station, enclosed substation, 
en~losed switch station and in every factory. 

2) Copies of the instructions referred to in sub­
article (I) of this Article shall be supplied on 

demand by any person at a price to be fixed by 

directives of the Agency. 
3) In every manned high voltage generation 

station, substation or switch station, an artificial 
respirator shall be provided and kept in good 

working con.dition. 
Accident Report 

If any accident occurs in connection with generation, 
transmission, distribution or use ·of electrical energy 
resulting·,in injury or loss of human or animal life or 
damage to propertY, lhe licensee shall send to the 

agency a report on Vhe accident within 24 hours of 

knowledge of its occurrenc~. 
Unused Overhead Lines 

Where .an overh~ad Jine cea~es to be used as an 
electrical supply line, the licensee shall"naintain it in 

a safe mechanical condition or remove it. 
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49. 

Prohibitions 
I) No electrical installation work including 

additi ons, alterati ons, repai rs and adjust ments to existing instaiJation, except such 
replacements of lamps, fan s, fu ses, switches, low voltage domestic appliances and fitt ings as in no way alter its capacity or character, shall be carried out in the premises of the 

customer except by the Ii cense'e or an elec­trical contractor with the consent of the 
former. 

2) Under1~ing any type of construction work" or growing trees shall not be allowed under 
electri~ _ po~er !ines or within the distance of horizontal clearance thereof. -: 

Inspection and Testing of Electrical Installation The Agency may, where it deem,s it necessary and at any time, lnspect and test gen~ration .s tat ions, st!bstati ons. transmission lines; swi_tch stati o'ns and other electrical installations. 

CHAPTER TWO 
Transmission Lines and Substations 

Line Route 
In the process of line route selection , size and character of load. reliabi li ty of power sources. positions of substati ons,_ future expansion pos­sibilities, safety and environmental impacts as well as constlUction and operational costs shall be 

:l- {\I\"'/f)./."I\/. .yr; fCllllit'\h.{' ·~(l?':r· 
taken into consideration. ii . n •. II.II+t.tl :'y.A "'l~ · ' :Mt.1 'iiP",:Y' f"'l.m/l1·'l 50. Conducrors and Eanh Wires ;,:fIl· ·) t'}I,fI')):"l,ilt\ : UU,'lt\)l\'i'1 )d1(;'IIl/ .. r cCf tJu{)/..c-y:·)·, "'1":1.",·1- hI\IFj:(lJ· :: 
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1.1111:,·" 

1) Conductors shall satisfy all electrical. 
mechanical and economical requirements, 

2) The cross section of conductors shall normally be selected from the suitable national standard 
ranges or where such standard is not available from that ·of the International Electro-T ech· 
nical Commission standards. 

3) The selection ~nderSub-Article ,0 ) and (2) of this Article shall be carried out in accordance 
with guidelines of the Agency and shall be 

· f9.!12~~!L l)y checks~. foc curr_ent .: p rry ing capacity; corona and radio noise: elimination, .. : mech~nical stre,lgth. voltage dr6p ' and other , , - , , . " 

\ ' . ~ 'factors. 
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51. Jn~lIla(or~ 

53. 

54. 

I) The insu lat ion level s of different devices, 

equipment or structu res shall be se lected and 

appl ied takin g into account the over voltage 

magni tudes in the ne twork as well as lhe 

properti es of diffe rent protec ti ve means so that 

the number of insulation fa ilures and 

operational outages are limited on an accep t­

able econom ical leve /. 

2) The selection under Sub· Article ( I) of this 

Ani cle shall comp ly to the natio nal standard o r 

where such standard is not ava il able to the 

In ternaliona l E lectro-Techn ica l Commission 

standards. 

Stri ng insul ato r fittin gs of ball eye and soc ket 

couplin gs, yokeshackels, c lamps, arcing horn s. 

vibration dampers and armor rods shall be selected 

accord in g to their vol tage in confonnity with the 

nati onal standard or where such standard is not 

avai lable with the International Electro- Technical 

Commi s~ i on standards. 

Line Transposition 
The transpositi on of short lines shall be at inter­

mediate substations and that of long lines sha ll be 

at suitab le points along the li ne fo r voltage ) 32 kv 

and above depend ing on circuit arrangemems, 

Design" of To wers 
I) Towers shall be designed to with statld the 

fo llowing loads which are assumed to occur 

dur ing the estimated li fe time of the line: 

(a) wind loads. weights of conductors, earth­

wires and insul ator strin gs and cond uctor 

tensions; 

(b) the overturn ing and to rsional movements 

res_ulting from tne breakdow n of anyone 

of the conductors and earth-wires; 

(c) loads to be caused by erect ion and main­

tenance work s, 

2) The conductor forces shall be ca lculated in all 

assumed temperatures and wind velocities, 

3) In detennining the d imensions of a tower, 

phase to phase, phase to body and ground 

clearances, len9th of insulator . st rings and 

max imum sag and shieldin g ang le shall be 

considered, 
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55, 

56, 

4) The designs of foundations shall be checked 

for uplift and compression forc es in e iJ ch 

tower footing aris ing from normal working, 

loadi,ng, and broken wire cond iti ons with the 

appropriate facto r for safety, 

5) The des igns of towers shall. us may be 

appropriate. consider future growth in the 

·demand for power transmi ssion, 

Clearance between Line ilnd unenergized Pilrls 

The minimum distance between the unenergized, 

earthed, and live parts of the line shall be deter· 

mined in accordance with directives of lhe 

Agency, 

Clearance between Phases 

The minimum spacing between the conductors or~ 

earlh wires shall be detennined by taking into 

cOf!sideration sag of the conductor at maximum 

temperature. length of the suspension in sulator 

string, and the standard set by the Agency, 

57, Cle.1rance from Terrain, Roads and Water WilYS 

I) The height of conductors, a t maximum tem· 

perature. above grou nd or water sllrface shall 

be at least 5 meters plu s the minimum dista nce 

between li ve and unenergi zed parts. 

2) The height of conductors from the road surface 

shall be at least: 

(a) 8 meters at maximum temperanlfe; and 

(b) 7 meters with conductor broken in the 

neighboring span. 

3) In canal s and other navigabl e water ways. the 

height of conductors from the hi ghest mast 

shall, at the highest water level and at 

maximum temperature, be at least 1,5 meters 

p lus the minimum di stance between live and 

, unenergized parts, 

58, Clearance from Buildings and Structures 

I) The hori zontal dis~ance from conductors to 

any point of a building or st ructure shall, lV ith 

maximum wind , be atle.ast 4,5 meters, 

2) If the requiremen t sta ted under Sub·Articie (I) 

of thi s Article cannot be fulfHl ed, the height o f 

the conductor from the bui Iding or structure 

shall, at maximum temperature and with con­

ductor broken in the neighboring span, be at 

least 5 ,5 meters, 
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59. Clearance from Trees 

I) The ve rt ica l and ho ri zon tal distance of con­
ductors from trees shall, (1[ maximum tem ­
pen.llure a nd ~v ith maximum wind , be at least 
1.5 mete rs plus the minimum distance 
between li ve and unenerg jzed parts. 

2) In the case of frui,t trees the di stance re ferred to 
in Sub-Artic le ( I ) of thi s Artic le shu ll be 4 
mete rs plus the minimum di stance between 
live and unenergized parts. 

3) The distances stated under Sub-A rti c le (I) and 
(2) of th is Artic le sha ll be maintai ned in 
accordance with the expected growth of trees. 

60. Clearance hom Other Lines 

I ) In the case of para lle l lines the hori zontal 
distance from the transm ission li ne ·to the 
cond uctors of another transmi ss ion o r 
te lecommunication li ne shall, with maximu m 
wind, be at..I eas~ 2.5 meters plus. the m inimum 
distance between live and .unenergized parts. 

2) In the case of crossing lines the vt!rtical 
di,stance beto/een conductors sh all , at 
maximum temperafure and with cond UClOrs 
broken in the neighboring span, be 1.5 meters 
'plus minimum distance bet~een li ye and 
une nergized paris. 

3) If the lines referred to in Sub-Article (2) of thi s 
Article have diffe re nt vo ltage, the di stance 
shall be dete rmi ned according to the higher 
voltage. 

6 1. Subsl.1Iions 

. 1) A ny substati on design shall be carried out in 
s~c h a way as to ensure supply ·se(u rit y. 
ex te ndability, maintai nabi lity capabili ty of 
being extended, and safe ty as weI! as 
economi cal operations. 

2) Without limiti.ng the generality of Su b-Article 
( I) of this Art icle . . uny substati on shall be 
designed with at k ast aile low vo ltage feccj er 
and a five year supply guarantee at lh t! 
anticipated loud growth rate . 

3) The selec tion of equipment shall be baseU on 
the national standard o r where such standard is 
not avuiluble on the In ternational Elec tro­
Technicul Commission sta'ndards und shall 
consider bo th current anq futu !:e sys tem 
requi reme nts and equ ipmt!1l1 layou t stand-
ardization adopted by the Agency. 
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62. 

4) Production of electri<.:al <.:omponents shall be <.:OITI­
men<.:ed only after the d rawings have heen 
approved by the Agency, und any subsequent 
<.: hange on the drawings shull not be mllde without 
the approval of the Agency. 

5) Su bstation sites sha ll he sdected with due reg:.1fd to 
minimizing costs and satisfying functi ona l 
req uirements such as accessibility, expandahil ity. 
proximity to lo,!-d centers,llvoidance of po ll ution 
and the social and cultural need of .opermors. 

CHAPTER THREE 
Distribution 

General Provisions for Dis[]'iburiull Line Desigll 
I) Distribution network design shall:. 

(a) consid.er provision for future expansi on: llIH.J 

(b) lake into account the predic ted _'oad chara<.:­
teristics of the area for the duration of the 
distribution li cense. 

2) Distr~but ion network shall be designed to offer 
economic benefits by reducing electrica l losses, 
black out and' operational 'and ma intenance costs. 

3) The layout des ign of a distribution n'etwork shull he 
based all the master plan or where tl master plan is 
no t av'ailable on the plan approved by the Agency. 

4) The size of the d istribution network components 
and type of their structure shall be in conformity 
with the req uirements of the nat ional standard, or 
where sll ch standard is not avai lable. with t/) ll [ of 
the International E lectro-Technical 'Commission 
standards. 

63. Tnlflsfonners 

The fu nctiona1" and technica l standards of transfonners 
to be used in a distribut!oll network and type of their 
st ructure shall be determined in accordnllce with 
directives of the Agency. 

64. Erection of Poles 

I ) EreCtion of po les shall conform with master plans 
or where such master plans are no t available with 
plans approved by the Agency. 

2) The he ight and the sp~n of electric po les sh<.lll be 
detennined in accordance with d irectives of the 
Agency. 

:65 . Servic.e Lines ' . 

(I't/t;'r:,' ), :t!..:J:~I)'~ :: 66. 

N.o serv ice line .or ~pping ,~,hap b~ taken off an 
ov.erhead !in~ except at a poi~~ of ~uppor~. 

Distribution System Conductors and Em:l/l Wires ::';i· fIo,II,h·}t.1I :>,!?f.\ '''11I4·(.·X'' f""h~I!X :~P9'i·· 
!!. f } •. (\,)I'}I. )1 :"y,A u·/h ... . t .. rr. r("lDllfth,r 'rielS" :)" 

fH,')lt'\'e'; l,Jtti''''I .. M!· (IPf\I..r:,y:'r . j .</, q ~""" 
,(' ft :j :{iI' UDU" > ),I\IF/=m' :: 
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tII,(',?'" '/llh .. /.,'/! Y.I. :~·Y ' ·'f hll,t\ ' f1h, '} ,/ .c:r,'(ir,r.. 
1"II,II+c:' ·i·II ~" f.\ h~I:~,} Y.t.~·9' i·· """,d, 
,~II 't"A :: 

I) Distri but ion system conductors and earth wires 
shall be technically and economically feasible. 

2) The cross section of conductors and earth wires 
shall be selected in compliance with the Il ill iollill 
standard , or where such standard is not avai lllble, 
with the International Electro-Technical Commis' 
s ion standards. 
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67. Clcan:mccs 

6H. 

69. 

T he d istnnce from medium and low voltage conuu{.;(ors 

to buildings and structures, runways, rail roads, waleI' 

ways, terrain , communicat ion circuits, airial supply 

cables and lightning protection wires. and as well as 

dearance of conduclOrs between phases and hetwccn 

earthed and live parts shall be detennined in m;(:onJance 

with directives of the Agency. 

Electricity Consumption 

I) Compo nents o f e lectric ity consumption meters 

shall meet all requi rements regarding metering 

performance and efficiency set in the nat ional 

standard or where such standard is not i.l vi.l ilable in 

the International Electro-Techn ical Commission 

standards. 

2) Electricity\.:onsumption meters shall b'e c~ li hra1,§d . . ~" 

accordi'ng to the 'appropriate load ~ tanda~d s 'prior 10 

the ir' installations in .customers' pr~l11 i~es. , . 

Quality olDistrihulion S,!!'vice 

I j QualitY'of distribution 'service shall bemeasured Oil 

Ihe h:1sis of the' following parameters as determineu 

'by the sUhsequent A~, tiCl'e~ and direct.ives of the 

Agency: 

(a) vo hage level; 

(b) ba lance. belw.~en pha~cs; 

(c) avoiualll.;e pf djstur~am:e . , rap'itl volUige 

oscillation and harmonic tlisto rlion; . . . ; . 

(tl) non-interference in L:ommunication system; 

(e) lower average interruption frequency: 

(f) lower t~ la l intenuption time: and 

(g ) hillin g service. 

2) The licensee, shall have the obligation to calTY out, 

ga ther ing of infonnation which is neccssil ry 10 

. measure quality of service, 

70. V;;/t;lge Level 

The .vpltage supplied by ,the licensee .at the receiving 

side in the various terminal of premises sha ll he: 

I) in the case of primary distribution at med ium 

voltage: 

(a) 15000 volt plus or minus 10%: and 

(b) 33000 volt plus or minus 'l 0%: 

. "2) in the case of distribution at low voltage; 

(u) 220 volt plus or minus 5%; and 

(b) 380 volt plus or minus 5%. 

7.1, Frequency .1nd Power Factor 

" 

I) The system frequency shall be 50 henz plus or 

minu s 1%. 

2) . The power faL:tor of machinery uild equ4"1l1lent 

installed by customers who use electri city for 

~ommerc i al or industri al purposes sha ll nOI be less 

than 0.9. 
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72 . Balance between Phases 
I) In fac ilities of the licensee the load must be 

distributed among the phases. 
2) The ratio of the load in one phase shall not exceed 

by more than 10% of the load in any other phase. 
73. I[1voicing 

]) The licensee shall issue clear and correct invoices 
for electricity consumption based on actual 
readings. 

2) The following infomla li.on shall be provided to 
customers on the invoice; 
(a) the collection place; 
(b) places and. schedule .of atlention to 

custom~J~; 

(c) phone ~umbers to r~ceiv~ lack of service 
complaints and repons of accidents or any 
other irregularities. '. 

74. . s.uppJy Reinstatement 
In the cas~ of disconnection on the g~Dund of default in 

" payment. the licensee shall reInstate the ~upply of 
electricity within 24 hours after' the custermer had 
effected payment for owed invoices plus the 

. cOlTesponping qvercharges. 
75. .cuslOmer'~ Complaint Book '. 

. I) Every cus.romer's complaint for any deficiency in 
the service rendered or in any ,?f its features shall be 
received and recorded by the licensee, laking note 
of the correlative number and customer's name, 
date and hour at which the complaint is received 
and its reason . 

2) For the purpose of recording complaints under 
Sub~Article (1) of this Arlicle ; the licensee shall 
keep customers' complaints book at each of its 
commercial attention center. 

PART SIX 

MISCELL.ANEOUS PROVISIONS 

76. CertifIcate ofProfession<J.J Competence 
I) Any application ' for the grant of certificate of 

'. . professional competence for 'eleclrical contractors 
shall be addressed.to the Agency and shall contain 
the follow ing: 
(a) identity and address of the applicant; 
(b) degree; 'diploma or certificate acquired, if 

any; . 

(c) work experi ence, if any; 
(d) any other information the Agency may 

determine by directives.:' 
2) The Agency may, foUowjng :. verification of all 

information · s.ubmitted in cqnnection with the 
application under Sub~ArtideO) pf this Article, 
give a 't'ritten a.nd performance test, as may be 
appropriate, to evaluate the professional ' com~ 
petence of the applicant ·and to determine the grade 
of the certificate. 

3) The Agency shall, upon paymenl by the applicant 
of the prescribed fees, issue certificate of profes~ 
sional competence within 30 days. 

' . 4) Fees to be paid for the issuance of certificate of 
profession~! compete~ce shall be as fOlt.ows; 
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78. 

Regulations. . 
Transitory Provisions. i' 

. ;: '. , ., . ,' . ( 1) Any persomengaged in thee. operations df electric pow~r gemfratidn, transTiJi'ssion ' ot? di~tfih~tibn .-?'Us ines~ :fsjqr. J."~~-t.~e.·'~:()rr.i~g".\~tQ:\ fo;~~,~9'((·h~se regulations shall; witbin the period to bespecified by the Agency, bhtiiin a licens,e 'to he i ssu~d ' in accQrdance ~i~h lheS!1 .E.~g41atiQrH;;.:·'" 
2) Any perso~ .eJ!gaged -in· th.e operations of e lectric power generaton, transmission or .distribution activity for non commercial purposes prior to the coming in to force of thf':se Regul a:tions shall , within the period. to be specified by the Agency. fulfi ll the requirements of Article 10(2) of ·the 

:p.r~<; l amati on. 
3) Any electrical contractor's certificate· of profes­

siOh~ 1 competence issued by the former Ethiopian Eiectric Light and Power Authority prior to the coming into force of the procla:mation shall remain 
valid until replac~d by a certificate of.profes~i onal competence issued pursuant t9 th.ese RegulatiQns. wi thin a period to be specified by ilie Agency. 

79. Effective Date 
These Regulations shaH enter into force' on the date of their publication in the Federal Negarit Gazeta.·· 

Done at Addis Ababa this 20'" day of May. 19'19. 

MELES ZENAWI 
PRIME MINISTER 

OF THE FEDERAL DEMQCRA TIC REPl,JBLIC OF 
ETHIOPIA 
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2. Esiablishment 

I. There is hereby established the'Ethiopian Electric 
Power C'orporat i o~ ( hereinafter the "Corporation") 
as a,.public enterprise. 

2. The Corporation shall be govemed by the Public 
Enterprises 'Proclamation No. 2511992. 

3. Supervising Authority 

A body'to be designated by the Government shall be the 
Supervising Authority of the Corporation. 

'/:)/. .). :m,lI) / .. .. / .. /: . '!i'i'U~ 

Negtlril G.P.O.Box 00,001 
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4. 'Head Office 

,~ The Corporalion shall have its Head Office in Addis Ababa 

and may have branch offices elsewhere. as may be net.:essary. 

. 5. Purpose 

The purpose of the Corporation is to engage in the business of 

producing. transmitting. distributing and selling electri~al 

energy (in accordance with economic and social development 

pol icies and priorities of the Government) and to carry on any 

other related activities that would enable it achieve its 

purpose. 

6. Capital 

The authorized capital of the Corporation is 6. 1 Bill ion Birr 

of which 2.67 Billion Birr is paid up in cash and kind. 

7. Liability 

The Corporation shall not be liable beyond its lotal assets. 

8. Duration 

TIle Corporation is established for an indefinite duration. 

9. Transfer of R ighcs and Obligations 

The rights and obligations oflhe Ethiopian Electric Light and 

Power Authority establishe'd under General Notice No. 2131 

. 1956 are hereby transferred to the Corporation. 

10. Effective Date 

Done at Addis Ababa, this 7h day of July /997. 

MELES ZENA WI 

PRIME MINISJER OF THE FEDERAL 
DEMOCRA TIC REPUBLIC OF ElliIOPIA 
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Table-I Generation Resources-Committed and Candidate 

CA l) Encrg:y Energy Unil cost of Unit cost of 
No. Proiect MW C WH (Avcnl 'c) GWH(firm cllcrgy(Firm) c llcrgY(:lvcrll gc) 

Pro' ects under construction(l to 5) 
I TEKEZE 1 300 1043 960 4.60 4.16 
2 GIG II 420 1903 1504 3.40 2.69 
3 BELES 460 2142 1855 3.33 2.85 
4 GIBE III 1870 6400 5468 4.04 3.16 
5 FAN 100 223 220 6.57 6.57 

Short li sted projects (6 to 17) 
Halele-

6 Werabessa 422 2245 1800 3.60 2.43 
7 Chemoga-yeda 28 1 141 5 139 1 3.72 3.06 
8 Geba 1& 11 366 1788 3. 11 
9 Genale III 258 1200 3.40 
10 WIND 120 450 5.8 
1 1 Barol+II+Gengi 900 2245 2.50 
12 Mendaya 2000 12100 3.30 
13 GIBE IV 1470 59 17 3.77 
14 Karadobi 1600 8600 3.59 
15 Boarder 1200 6000 3.83 
16 GIBE V 662 1937 4.37 

Other projects 
17 Gena1e IV 256 1000 4.93 
18 Gojeb 150 520 7.44 
19 TEKEZE II 450 1730 3.3 1 
20 Ale1tu west 265 1050 7.56 
2 1 A1eltu East 186 800 7.74 
22 A1uto** >30 
23 Tendaho** >5 

*Thc L1ll1t energy cost refers to the cost at generation pomt calculated at 10% discount rate. ** The actual capacity will be determined after the feasibility study. 

I 
I 
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Table 4. Revised Genera tion Expansion 1)1:111 
F S T · t t Load • orecast cenano - lU'gct WII I eXl)O rl (em and to S udall , K ell va and D· · ' _llbOill! 

Year Plant Addition Unit No. x M\" Systcm Dependable Capital Cost 011- Capacity Capacity (MW) 
Line Generation Transmission 

MUS D MUSD 
MID-T ERM PLAN 

2008 Exist ing +Tekeze (One I x 75 808 
Unit) 

2009 G ilgel Gibe II 4 x l05 
+Tekeze(Three Unit) + 3 X 75 

1798 
45 1.3 51 Beles 4 xl 15 468.7 117.0** 

2010 Neshe 2 X 47.5 1973 168.2 

2011 Gibe lll (Phase I) 5 x 180 1704.2 143.6 
Wind 36 2909 

250.0 
20 12 G ibelll (Phase II ) 5 xl80 -

Chellloga Veda I 2 x 59 
Chellloga Veda II 2 x 8 1 

4119 
403.0 8.45 

+**A luto Langano 30 
201 3 Halele+ 2 x 48 24.5 

Werabesa + 4 x 8 1.5 4760 
507.0 

Geba I + **Tendaho 3 X 71.5 377.0 12. 1 
2014 Genale Dawa III 3 X 86 304 .0 60.9 

Geba II 2 X 78 .5 5266 
157.8 

20 15 G ibe IV 8 X 184 6736 22 14.0 48.8* 
20 18 Melldaya 8 X 250 8736 2640.0 182.2 

Tota l (2009-201 8) 8736 8979.3 

LONG TERM INDI CATI VE PLAN 
~()19 

( i illl..' \' 12 X 55 939S :-;79 
~O~ ~ 

Kar<ldnhi X X 200 I099S "'O--li) I Xl I. II 
2 ()~J 

I (, .x 
( ' l 'IWk D il\\ :! \ ' 1((,1)6) 256 I I ~tI.j 'i'\3 
(jnjd) -' X 50 2;-;7 

~ il2--l i3aro I ~ 2 X 100 50" 
121t1.j 

Bamll .1 :\ I 70 
2 ()~5 

I3nnkr X :\ ISO 13.1 11.1 I ('~(l 
17.X 

~ ()~ fl (1 L' llj i -. 2 :\ lOS 

.1 :\ 63 
.\lellli I:<I :-.t :-.wgd --t IJ9 :;X 

561 
r\kltu \\\":-.t+ rl'kclL' lI .) X X5 I)S 

2030 

• Reinforcement Cost is not included" Investment Cost wi ll be included when the feasibil ity Studies are completed . 
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