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Abstract 

Today energy becomes the most ubiquitous service and the frequent agenda of discuss ion 

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 sustainabi lity. Among the mechanisms being applied is the shift made away 

from foss il fue l towards renewable energy resources and energy efficiency measures. 

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

shift from the traditional biomass base energy consumption to modern energy use through 

electricity. The abundant hydropower, geothermal, so lar, and wind energy resources must 

be developed to realize the shift and ensure the economic and social development of the 

country. However, participation of the private sector in developing renewable energy 

resources for the generation of electricity is insignificant. In addition, the application of 

energy efficiency measures as part of energy resource sustainabili ty 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 app lied that suit Ethiopia 's specific conditions? If not, 

what alternative instruments can be opted as a so lution? 

This thesi s examines renewable energy resources and energy efficiency measures mainly 

from legal, institutional, and regulatory frameworks perspective emphasizing the 

Ethiopian context. In the study ex isting policy, lega l, institutional , and regulatory 

frameworks of the country are examined and international 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 thesi s may be used as a source document for further 

study and research since the subject is found untouched especially in the field oflaw. 
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Chapter I 

Thesis Proposal 

1.1 Introduction 

Energy is a vital ingredient for growth and sustainable development. The avai lability 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 social, environmental & economic progress worldwide. FUJihermore, 

access to reliable, safe, and affordable energy resources provide the basis for heat, light, 

mobility, communications and agricultural and industrial capacity in modem society. I 

As the title clearly indicates, the study focuses on the legal, institutional, and regulatory 

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 govemment or non-government 

organs) in regulating or undertaking the development of energy resources. And the 

regulatolY aspect dea ls on the different instruments through which the government or its 

agency undertook control "over activities that are valued by a community,,2 

On the other hand, energy resources comprises of, e.g. coal, crude oil and natural gas, oil 

shale, natural bitumen and extra-heavy oil, natural gas, nuclear, hydropower, peat, bio­

energy, solar energy, geothermal energy, wind energy, tidal energy, ocean thermal energy 

converSlOn, etc.3 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 the Public, Residential, Commercial Gild incills/rial 
Sectors; Kansas State University, June 15,2006, p 6, Internet: 
http://www.cnergyeffi ciencyandcol1servation.org; last visited September 17, 2008 
2 Ogus, Anthony; Regulalion: Legal Form Gnd Econolllic TileOlY; Oxford: Clarendon Press, 1994, p I 
J ; 2007 Survey of Energy Resources, Zupanc, N., Clarke, A. W. , and others (eds.); World Energy 
Council, 2007, Regency House 1-4 Wanwick Street, London WI B SL T United Kingdom, p 42, Internet: 
http://www.worldenergycouncil.org; last visited May 8,2008, hereinafter Zupanc; Note that all of these 
enumerated energy resources (that is, both renewable and nonrenewable) are class ified as primary energy 
resources whi le electricity is class ified as a secondary form of energy resource. 



naturally,,4, as so lar, 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 oil and natural gas liquids, oil shale, natural 

bitumen and extra-heavy oil , natural gas, uranium, etc. Their utility may be for 

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

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

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

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

utili zation. 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, cUITently, based on the ir contribution and ultimate effects resulting both in 

saving of energies uti lized and maintaining safe environment, "energy efficiency,,6 is 

taken as a third category of energy resources. 7 

This study explores two independent but interre lated core components that are found 

with in the wider energy resources umbrella. These are renewable energy resources, and 

energy efficiency measures whereby the study 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 "trad itional mode" of energy utilization to 

4 Agnes, Michael (Edi lor in Chief) , Webster's New World College DictiollaJ)I.' New Millel/niulIl (Fourth 
Edition), 2002 hereinafter Webster 's New World College DictiollGlY 
5 1d 

(j Energy efficiency and energy cons~rvat i on by definition are not purely identical. For example, energy 
efficiency is "the abi lity to provide the same (or higher) level of energy services, such as thermal comfort, 
high-quality li ghting, etc. at lower energy consumption and cost", while energy conservation is "mainly 
associated with any behavioral change to use less energy, like turning light off when the room is not in use, 
wai ti ng until washing machine is full to run", Nevertheless, based all the definition given to each of the 
terms, there are sihlat ions where the two could be lIsed interchangeably. Accordingly, there are many 
countries that uses 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 respecti ve 
lega l fra meworks. For simplicity purpose I hereinafter lise the term energy efficiency wh ich, as may be 
appropriate, includes energy conservati on, too. 
7 Snead, supra 110te I, P 2 
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modern energy usage, especially by means of electricity? What type of policy, legal , 

inst itutional , and regulato ry instruments are most suitable for implementing energy 

effic iency measures under the Ethiopian context? Further, in dealing these two broad 

issues in detail , additional issues will also be raised and discussed in each of the three 

main chapters (i.e. chapters III, IV, and V) of the study. 

The thesis is organized in six chapters. Accordingly, 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, 

s ignificance, methodology and approach of the study. Chapter II discusses the general 

notions of energy resources in which some of the salient features of each of the different 

elements of energy resources are examined. The purpose of such brief di scussion is to 

raise the awareness of those professionals (including lawyers, legislatures, and those 

involved in the policy making) who have no or sufficient prior knowledge of the subject. 

Chapter III examines the international experience on the legal and institutional 

framework for regulating energy resources. Here the concept and utility of economic 

regulation is discussed from the point of view of power sector re~tructuringfreform 

applied and found working particularly in the electricity industry of some countries (US, 

India, and UK). The other important point di scussed under this chapter is the experience 

of different countries in employing mechanism destined to enhance the use of renewable 

energy resources in lieu of fossil fuels particularly for generating electricity (e.g. FIT and 

RPS schemes) and as a means of promoting sustainab le 3Es. 

Chapter IV examines the legal and institutional frameworks for regulating renewable 

energy resources in the Ethiopian context. This chapter attempts to analyze all the 

relevant theoretical discussions raised in the previous chapters of the study and their 

practical significance 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 discussion, of course from policy, legal, institutional , and regulatory viewpoint. In 

addition, other renewable energy resources such as geothermal , solar, and wind are 

examined from the point of view of appropriate policy, legal , institutional , and regulatory 
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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 discussed under this chapter. 

Chapter V explores policy, legal , institutional , and regulatory frameworks of energy 

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

and transport), and supply-s ide (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 conclusions and recommendations. 

1.2 Statements ofthe Problem 

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

this 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 high ly vo lati le prices of fossil fue ls especially oil and natural gas. By the same 

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

thereby increases access to electric ity and reduce shading (complete blackout)8 and 

brownouts (dimming or partial elimination of lights)9 which is the frequent problems of 

many developing countries. 

HistOlY te ll s us that the world had faced oil crises m the 1970s which resulted 

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

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

with a sudden disruption of these vulnerable energy resources. In addition , to be 

dependent on a single source of electrical 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 vulnerability 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 regulatOlY framework has to be devised based 

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

8 Webster's NelV World College DictiOI/GI )' 
9 Jd 
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The study will try to identify the two main problems and their possible solutions, as fa r as 

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

averted, in relation with energy resources security of Eth iopia. These are: first, to enable 

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

develop renewable energy source in place of foss il fuels by answering: What type of 

policy, lega l, institutional , and regu latory frameworks are to devised and applied to 

improve the availability and reli ability of electricity throughout the country? Second, to 

answer the question: Is there a need to establi sh an independent regulatory institution 

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

levels? 

1.3 Objectives of the Study 

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

~ To enhance the awareness of policy makers of the best possible alternatives of 

the legal and institutional framework in applying both renewable energy 

resources and energy efficiency in the Ethiopian context; 

~ To help all professionals: 

o engaged in the sector acquires national, regional and international 

expen ences in specializing on renewable energy research, RD&D 

priorities, 

o that energy efficiency measure can be applied without sacrificing the 

national economic development; 

~ To educate federal and regional state legislatures, administrators, regulatory 

officials, 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 frameworks in relation to renewable 

energy resources and energy efficiency application; and 

~ To lay the foundation of the appropriate policy, lega l, institutional, and regulatory 

frameworks in making it poss ible that evelY concerned person should participate 

and register result for RD&D and technology transfer, market transformation, 
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behavioral change, etc III relation to renewable energy resources and energy 

efficiency measures. 

1.4 Significance of the Study 

Due to continuous rise of the need for energy resources in all sectors of the economy, its 

avai lability and affordab ility are becoming crucial problems in both developed and 

developing countries. When it comes to countries like Ethiopia, where the economy is 

mainly agrarian and transformation is sought to small-scale industries in which intensive 

energy is needed, become highly vu lnerable by the volatile oil prices. In addition, the 

country's dependability on single source of electrical power generation, i. e. hydropower, 

and absence of any meaningful electrical energy source diversity/mix, wi ll make the 

energy security problem double burden both for the national economy and individual 

citizens especially whose means of living is dependent on the availability of affordab le 

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 fossil fuels and in a way 

that satisfy energy efficiency measures. Such types of broad based program and measure 

needs the support of not only policy framework but also enabling legal, institutional , and 

regulatory instruments best su itable 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 difficult in laying down suitable legal and institutional framework for tackling 

the problem we are now faced with. As far as Ethiopian experience in the area is 

concemed, there is no one that could be traced as a base for further analysis and 

concerting to arrive to best practice solution. Thus, both the skill and experiences of 

technical professionals in the field of engineering especially electrical engineering, 

economics, law, accounting, etc associated with renewable energy resources and energy 

efficiency wi ll be sought in formulating and designing the relevant policy, legal, 

intuitional and regulatory frameworks. Moreover, the study enables to enhance the 

capacity of profess ional in the sector to see some, if not, all possible approaches to 
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implement renewable energy resources and energy efficiency measures in all sector of the 

economy including household application. The other utility 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 primarily analytical and based on literature review of intelllational, regional 

and national research works. The research does not focus on parti cular soc ial groups such 

as rural , urban, gender, etc. The study follows both descriptive and prescriptive 

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

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

In addition , after due consideration of the intelllational experience on a given topic, 

Ethiopian peculiar situation will be considered both in general terms and in detail. In 

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

situation on the ground such data gaps will be filled, as may be appropriate, through 

minor fi eld surveys and interview with the appropriate government officials, non­

government organization representatives, and individuals from the business community 

or high power consuming firms. 

It should be noted that the primalY objective of the study is to enhance the theoretical 

knowledge of Ethiopian professionals particularly lega l professionals, in the area of 

energy resources regulation and/or deregulation at national, regional and intemational 

level. Accord ingly, the experiences of some important countries, both from the developed 

and developing countries will be considered. Current reports and research works 

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

utilized to fill the gaps of the unavailability of up-to-date research materials on the field . 

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

fUlllish the reader with up-to-date information in connection with the subject under 

discussion. 
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Chapter II 

General Notion of Energy Resources 

2.1. General 

In the 18th and 19th cenhlry industrial revolution, the contribution of coal had been 

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

the spreading of electricity, oil became the dominant fuel. I I However, the shift away from 

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

during which the price of oil increased from 5 to 45 US dollars per bbl. 12 

Both developed and developing countries showed spectacular advancement 111 usmg 

renewab le energy resources especially wind, solar, hydropower, geothermal for the 

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

addition , energy efficiency 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 individual citizens, companies, and 

organizations, including the government and, of course, supported by favorable policy, 

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

Volatile 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, especially in the poorest countries of the world. In 

10 ; World Energy Resources and Consumption; internet: http://www.w ikipedia - Wikipedia the 
free encycloped ia; last visited, October 1, 2008 
" Id 
12 ld 
IJ Id 

"c----,-==-;; Energy Efficiency Policies Arollnd the World: Review alld Eva/uatioll , World Energy 
COUl/ci12008, Regency House I - 4 Wanwick Street, London W I B 5L T United Kingdom, p 9; Internet: 
hHP://W\Vw.woridenergycolillci l.org; last visited September 8, 2008 hereinafter 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 electricity of the world in genera l. Accordingly it has been found that 80 

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

global 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, 9lper 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 

constituted 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 l7 Accordingly, the main focus of 

this 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 discussions especially in connection with road transport sector. 

2.2. Renewable Energy Resources 

As a means of tackling the problem of depletion 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 ; Ethiopian Electric Power Corporation 50"Year Golden Jubilee - Special /ssue, May 2007, p 
44, hereinafter EEPCO 50'" Year - Special Issue 
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resources options that depend on availability, technical maturity and commercialization. 18 

Policy, legal , institutional , and regulatory fi'ameworks are being devised and developed to 

realize the transformation in the long term. 

For example, it has been said 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 countly is required to promote and apply technologies and options best suited to its 

own resources availability and needs ?O Now let's briefly see the main types of renewable 

energy resources and their use. 

2.2.1. Bioenergy 

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

energy. It includes wood fue ls, biomass, biofuel (bioethanol and biodiesel). Bioenergy 

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

transpol1ation, indushy, households, etc 21 Bioenergy represents the largest current source 

of renewable energy.22 It includes traditional low teclmology practices in rural economies 

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

technologies biofuel such as bioethanol and biodiesel are produced and used as vehicle 

fuels, wh ich play great role in some developed and developing countries, such as US and 

Brazil.23 

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, Brazil , 

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

"===-:_; Renewable Energy RD&D Priorities - Insight from lEA Technology Programmes, 
GEeD/lEA, 2006, International Energy Agency; Internet: http://www. iea.org: last vis ited, September 18, 
2008, p 16, hereinafter Renewable Energy RD&D Priorities 2006 
"Zupanc, supra note 3, p 382 
20 Id 

21 Ibid, P 333 
22 Renewable Energy RD&D Priorities 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 17 
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Ethiopia stood 14'h from the World and 2nd from Africa, i.e. next to DR Congo in its gross 

, h . I ., 26 t eorehca capacity. 

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

the world 2 7 One of the most important advantages of hydropower is the flexibility of 

storage (dam) in ensuring as a security in mixed power system developments 28 

Hydropower can be developed in large-scale 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 electrical energy. 29 In 

addition , 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 country.) I 

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.J2Electricity has 

been generated by geothermal steam commercially since 191333 Currently electricity 

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

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

15-25 per cent of their national electricity production from geothelmal source 3 4 It has 

"Zupanc, supra nole 3, pp 272-282 
27 Ibid, P 274 

28 Head, Chris, Financing of Private Hydropower Projects,2000, World Bank Discussion Paper No 420, p 
12 
29 Ibid, P 2; and see Internet: hup:/lw\Vw.wikipedia - Wikipedia the free encyclopedia 011 hydropower 
development; last visited, December 2008 
30 Wikipedia , Id 
3' EEPCO 50'h Year - Special Issue, supra note 17 
32Zupanc, supra note 3, p 429 
JJ [bid, 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 

I .. d' 35 e ectnclty pro uctlOn. 

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

potential of geothermal for electrica l energy is sa id to reach more than 4000 MW, fi'om 

which the Aluto-Langano geothermal plant became operational in midl998 with 7.23 

MW installed capacity, though due to technical problems it is not operational.36It is also 

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

certainly assist in providing base load electricity generations.17 

2.2.4. Wind energy 

The total resource potential of wind energi8 is vast; and as one estimate suggests it 

reaches around one million GW "for total land coverage,,390n 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.41 

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 several areas with higher than 6 meter per second (m/s) annual average wind 

speed-the speed genera lly considered as the minimum necessary for power production43 

The highest wi nd 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'" Year - Special Issue, supra nole 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 obslacles, Ibid, p 479 
J<) Zupanc, supra note 3, p 479 
40 Ibid, P 482 
41 Id 
42 -.,-, __ ; Solar alld Willd Energy Utilization Gild Project Development Scenarios: Ethio Resource Group 
lI'ilh Parlners, Final Report Submitled to the EREDPC, October 2007 hereinafter SWERA study, p 2-1 
43 EEPCO 50'" Year - Special Issue, sllpra note 17, p 43 
44 1d 
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wi th 6.64 mls and 6.07 mls respectively.45 The annual di stribution shows a minimum in 

July and August and two peaks in March and October. It has been found tbat EEPCO had 

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

implementation46 The French government signed MOU with EEPCO to finance the 

Ashegoda and Harena sites with 120 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 solar energy is used as the power sources for 

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

» Solar Heating and Cooling (SHC) system; 

» Concentrated so lar power47 

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

between 1700 and 2200 KWh Im2/yr. 48In Ethiopia, the current utility of solar PV is for 

telecommunication applications, for rural lighting and for rural social services (water 

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

telecom services in the rural areas of the country 49 

2.3. Energy Efficiency 

It bas 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 services. 50 Most of us use energy 

everyday for transpol1ation , lighting, cooking, manufacturing, beating and cool ing rooms, 

45 Id 
"Zupanc, supra note 3, pp 499·500 
47 Ralph Sims, Samantha Olz and Kirchner, Nicolai; Contribution of Renewables 10 Energy Security; 
Intemat ional Energy Agency, OECDIIEA, April 2007, . lEA information paper, p 8; ]ntemet: www.iea.org; 
las t visited, November 8, 2008 
" Zupanc, supra note 3, p 404 
.old 

so Steiner, Faye; Regulating, flldustl)' Structure Gild Peljormollce ill the Electricity Supply I lIduSIIY; DECO, 
Economics Department Working Papers NO 238, April 2000, p 5, collected during a training workshop on 
the topic "Regu lating Electric Ut il ities and Energy Networks, Feb 19 · March 2, 2001 , Washington D.C." 
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etc. Hence, to make thi s quality of modern life sustainable requIres that we use our 

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

ffi . 51 e IClency. 

Before going to the detail discussion of the subject it wi ll be appropriate to get the answer 

for the question: What is meant by energy efficiency? Energy efficiency can be defined 

as "the ability to provide the same (or higher) level of energy services, such as thermal 

comfolt, high-quality lighting, etc. at lower energy consumption and cost,,52 Such energy 

efficiency improvements can be achieved through different aspects and measures that 

incl ude inter alia technological changes, better organization and management, improved 

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

individual behavior that could be reflected either through avoiding unnecessary 

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

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

Accord ingly, energy efficiency is said to be the cheapest, cleanest, least risky and least 

controversial energy resources. 54 

On the other hand, individual energy savings caused by economic 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 regulatory aspects 

have also great ro le to play in achieving the required results of energy efficiency 

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

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

legal , institutional , and regulatory instruments may exhibit certain variations when 

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

51 __ --:-; Efficiellcy & COllservatioll, Secondary Energy Infobook @ 2007, TheNeedProject, p72; 
Internet: hnp://w\Vw.energycfficicncyandcollservation .org ; last visited May 2008 
52 Oll inger, Richard L. , Ellergy Efficielley (Ilitrodlietioll); in : UNEP Halldbook/or Draftillg Laws all 
Energy Efficiellcy Gnd Renewable Energy Resources , p 25; Internet: httD :I/w\Vw. uncD.org/delc; last visited 
November 17, 2008 
" __ , Ellergy Efficiency: Worldwide Review - indicators, Policies alld Evaluations, World Energy 
Council (WEC) and French Environment and Energy Management Agency (ADEM E), July 2004, p 2; 
internet: www.worldenergy.org , last vis ited August 8, 2008 here inafter Ellergy Efficiency: Worldwide 
Review 2004 
54Snead, slipra note I , p 6 
" Energy Efficiency Policies, 2008, supra note 14, p 9 
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level of economic development, economIc structure (i.e. industry or service), 

technological advancement, environmental base, etc. 

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

institutional frameworks to promote and implement energy efficiency measures with 

vary ing 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 leve ls in the 

year 2020, without any sacri ficing of their economic growthS6 

2.4. Nonrenewable Energy Resources 

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

power are the most utili zed 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 

sources especially fossi l fuels from which crude oil alone accounted for 36.4 per cent of 

the world's primary energy consumption.58 As is repeatedly said except coal which is 

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

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 

above6 1 

" Ibid, pp 6-7 
57Zupanc, supra note 3, p 2 
" Ibid, P 42 
59 Different reports show that about 850 billion tones of coal 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 anolher 150 years. Ibid, see pp 1-42 

6ONot less than 68 countries have proved recoverable reserves of coal with different magnitude. Ibid, see pp 
9- I I 

61 The estimated ultimate recovery or proved recoverable reserve of conventional crude oil is about 387 
billion tones at the 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 this broad issue we wil l see related issues like: Why do we need 

economic regulation? Is it possible 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 this broad issue the 

following related issues will be discussed: 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 third main issue is: Is there any silver bullet model to be applied on the 

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

energy efficiency around the world especially in countries with federal structure? The 

related issue that needs discussion 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 tbis 

chapter, which lay the foundation for all our discussions 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, wi ll be 

raised in different parts of the discussions. 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 discusses 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 institutional framework in regulating 

energy efficiency. Now let' s discuss each sub-chapter separately. 
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3.1 Economic Regulation in the Electricity Industry 

Economic regulation in its wider meaning applies mai nly to industries that have 

monopolistic tendencies62 Hence, the main function of economic regulation is to provide 

a substitute for competition in relation to natura lmonopolies6 3 Regarding the meaning of 

"natural monopoly" scholars define the term differently, but without substantive 

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

monopoly mathematically and figuratively summarized it in the following way: 

It is cheaper for the existing firm to supply the additional units, not because the firm is 
more efficient in the sense that its cost curve lies below those of other firms ... , but 
because one firm can supply the entire output demanded at a lower cost than could 
more than one firm. This is the condition known as 'natural monopoly,64 

By the same token the condition in which natural monopoly could arise was di scussed by 

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

firm can offer the product or service 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 regulation 

becomes a substitute for competition. 

In sum, economic regulation is justified to COlTeet shortcomings 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 competitive 

market67 Accordingly, in order to protect customers and the wider economy from any 

potential abuse of natural monopoly position, economic regulation, in such areas, as for 

example electricity transmiss ion and distribution activities where natural monopoly is 

62 OgllS, supra note 2, p 5; The "traditional justification" for any kind of economic regu lation is said to be 
"to protect consumers against monopo ly abuse", see Reiche, Kilian; Tenenbaum, Bernard; and Torres de 
Mastle, Clementia, infra note 405, p 14 
63 Cameron, Peter; Competition ill Energy Markets: Law and Regulatioll in tlte European Un ion, Oxford 
University Press, 2002, p 8 
64 Posner, Richard A.; Economic Analysis of Law (2,d edition), Little Brown and Company, 1977, p 251 
65 Gray, Jeffrey Mclnyre; The RegulatOlJl Envirollment and Industrial Restructuring: The Case of us 
Electric Power, a Dissertat ion Submitted to the Faculty of the Graduate School of State University of New 
York at Buffa lo in Partial Fu lfillment of the Requirements for the Degree of Doctor of Philosophy, March 
4,2004 P 27; Internet, http://www.clectricityrcgulation .org, last visited, July 2008 
66 Posner, supra note 64, p 253 
67 Joskow, Paul L. , Restructuring, Competition and RegulatOlY Reform ill the US Electricity Sector, Journal 
of Economic Perspectives, vol. II No.3 (Summer 1997), pp 119-138 
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said to be pervasive, is paramount6 8 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 

utiliti es allows competition to take place freely and fairly69 

There are three alternative modes of economic regulation to be applied in relation to 

naturalmonopoly70 The first alternative mode of economic regulation in areas of natural 

monopoly in energy resources is that of public ownership of the major energy sources as 

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

were sa id to be strategic assets for a national economy,,7l 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 scaleJ2 Furthelmore, stability, 

reliability of supply and "public interest" justifications were the deri ving forces of the 

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

during the so-ca lled 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 film may remain in or be transferred to private ownership but continues to be 

subjected to external constraints in the form of price and quali ty regulation.74 

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

return (ROR) method. Here the regulated fi rms are allowed to acquire such a sum as wi ll 

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 electrici ty can not be considered as natura l monopoly 
and can be open for competition based on market principles 
69 Gray, supra nole 65, pp 78 IT; Joscow, supra note 67, pp 132ff 
70 Ogus, supra note 2, p 5 
71 Cameron, supra note 63, p 6 
nOgus, supra note 2, p 266 
7JCamcron, supra note 63, p 6; OgllS, supra note 2, p 266 
" Ogus, supra nole 2, p 5 
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r 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. 76 Thus, the price cap method when applied especially on electricity natural 

monopoly industry take the form of: 

RPI-X+Y +cJ 

Where: RP/ is the retai l 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 
cJ is a correcting factor, where previous forecasts have proved to be 
erroneous77 

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

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

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

regulatory 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 firms with monopoly right. 

Accordingly, regulation can be implemented either through contract or license. 78 

Regarding contracts, it can be implemented by franchis ing or concession agreements 

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

regulated by the terms of the contract79 Regulation by license, on the other hand, is 

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

general rules , rights and obligations to carry out an activity li ke generation, transmission , 
distribution or supply of electricity services80 

" Ibid, pp 307 -313 
" Ibid, P 31 1 
" ld 
78 Dussan, Manuel ; Electric Power Sector Reform 111 Latin America And Th e Caribbean , Inter-American 
Development Bank, Washington D.C. Working Papers Series IFM-I04, June 1996, p 27 
79 ld; "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, investment obligations, minimum level 
for quality and reliability of service and conditions for termination. This method of regulation is used in 
Argentina for transmission and distribution acti vities." 
80 Id; This method of regulation has been implemented in UK and Chile 
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[n the area of electricity transmission and distribution 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 transmiss ion and distribution 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 worthwhile if we see the experiences of some countries 

in the area of economic regulation in the electricity industry separately. 

3.1.1 United States 

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

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

Rather in all these stages the electricity industry has continued main ly to be under 

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

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

prior to the Great Depression of the 1930s whereby the electricity industry functioned 

without having any distinction between federal and state institutional and regulatory 

frameworks 8 2 The US electricity indushy '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 COlll1 held that states were constitutionally prohibited from regulating interstate 

electricity cOlnmerce.84 This was because the role of federal regulation at that time was 

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

81111 the generation/production area of both electricity and natural gas there is no natura l monopoly and 
hence competition is possible 
" Gray, supra 110 le 65, pp 12-1 7 
" Ibid, P 12 
84 Id 

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

I 970s86and was characterized by vertica ll y integrated production and internal economies 

of sca le87 Accordingly, here the dual regulatory structures were introduced whereby state 

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

transmission, di stribution & suppl y to consumers), while federal regulatory agencies, 

primarily influencing interstate production and delivery.88 Moreover, the two dominant 

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

operates the EIA, whi le FERC oversea the interstate wholesale markets in the energy 

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

pal1icipants)89 On the other hand, states have their own energy commissions (Public 

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

oversees intrastate wholesale and retail electricity markets90 

The third stage started after the 1970s' oil cnses that encourages external economIes 

through processes of vertical de-integration and flexible capital accumulation,91 which 

was the result of the "public choice theory,,92 that started from the 1960s Chicago school 

of law and economics93 This movement of "public choice theolY" based on the 

" Ibid, pp 13 and 42; The dual regulatory syslem of electricity, i.e. federal and state, was introduced by 
enacting the 1935 PUHCA of the federal state wh ich, among olher things, attempted to close the 
jurisdictional gaps that had become known as "Attleboro gaps" 
871bid, p 3; In addition, this type of capital accumulation was known as "Fordist mode of capital 
accumulation" based on vertical integrated production and intemal economies of scale, which was typical 
of the US elect ricity industry during that period 
" Ibid, p 13 
" Ibid, P 19 
9()Kucewicz, Wi lliam P. , Power Politics: Drawing Lessons/rom California's Electricity Crisis , Internet; 
http://www.geo lllvestor. co l11 , last visited September 17,2008, a 28 pages analysis 011 the area 
91Gray, supra note 64, p 3 
92Posner, Richard A.; Theories of Economic Regulation, the Bell Journal of Economics and Management 
Science, the University of Chicago, Vol. 5 No.2 (Autumn 1974), pp 335-358. " Public choice theory" holds 
that regulation is supplied 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 regu lation is 
supplied in response to the demands of interest groups struggling among themselves to maximize the 
incomes of their members. ld 
" Stigler, George 1. , The TheOl)' oj £ collolllic Regulatioll, The Bell 10urnal of Economics and Management 
Science, The University of Chicago, Vol. 2 No. I (Spring 1971), pp. 3-21; Pel tzman, Sam., The £collolllic 
TheOl)' oj Regulatioll after a Decade oj Deregulatioll , University of Chicago (1989), Brookings Working 
Paper, pp I-59; and Posner, Ibid 
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"pragmatic,,94approach coupled with the 1970s oil CrIses brought the deregulatory 

frameworks and on this basis a series of legislative acts. 

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

PURPA95; 1992 Energy Policy Act (EPAct)96; FERC Order 88897
, Energy Policy Act of 

200598 etc99Under thi s stage the dual regulatory and institutional frameworks of federal 

and state continued to exist. In addition, due to the fact of the "pragmatic" approach of 

"public choice theory" both the federal and state regulatory agencies of the energy sector 

statted to deregulate especially their respective electricity industry which ultimately 

culminated in the 2001 California power crises,lOoEnron bankruptcy, IO land the August 14 

2003 northeastern states of the US biackoutsW2 All these are said to be the results of both 

federal and states, especia lly California, regulatory failures and market "crisis" caused by 

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

3.1.2 India 

Until the 1990s the Indian energy sector in general and electricity in particular was under 

government control with all the major functions of generation, transmission , distribution , 

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

94" Pragmatism" is a method or tendency in philosophy, started by C. S. Peirce and William James, which 
determines the meaning and truth of all concepts by thei r practical consequences; Webster's New World 
College Dicliollwy 
95Text ava ilab le at: Global Renewable Energy Policies and Measures Database, PURPA, 
http://www.iea.org/textbaseJpamsdb/dctail.aspx?mode=gr&id= I 060; last visited Sept. 18, 2008 
96 Mainly authorized FERC to open the national natural gas and electricity transmission systems to 
competitive wholesale suppliers, deregulation of transmission 
<)7 Gave wholesale e lect ric ity suppliers access to utility transmission lines under "non-discriminatory open 
access tariffs" reviewed by FERC, 
98 Public Law 109--58- Aug. 8, 2005;text avai lable at: htlp ://www.USEnergypol icyact2005.org; last 
vis ited Sept. 18, 2008 
"Gray, supra note 65, pp 42-43 
lOOSee the foll owing articles for detail analyses and descriptions to clearly understand as to where the 
failu re of the California's electricity industry lies. Yuffee, Michael A., California 's Electricity Crisis, How 
Best 10 Respol/d 10 Ihe "Pel/eel Slorlll ", Energy Law Journal , vo l. 22, No. 1(200 1), pp 65-91; Kueewicz, 
supra note 89; and Navarro, Peter and Shames, Michael; Electricity Deregulation: Lessons Learned/rom 
California; Energy Law Journal vo l. 24, No. I , pp 33-64 
IOIFor detai l disclission see, Cudahy, Richard D. & Henderson, William D., From I"sull to Ellron: 
CO/porate (Re)regulatiol/ ajier Ihe Rise al/d Fall ofTlVo EI/ergy Icol/s, Energy Law Journal, vol. 26, No. 
1(2005) pp 35-110 
I02Gray, supra note 65, pp 89-93 
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SEBs. 103That means the government had complete contro l over the enti re energy 

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

sector by enacting the Electricity Regulatory Commission Act of 1998 and Electricity Act 

of 2003. 104 On the other hand, the 2003 Electricity Act of India inter alia encourage 

competition by reforming distribution with multiple licenses in distribution, reduced 

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

and ass ist 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 Const itution. 106 Hence, both the 

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

electricity, but the responsibility of implementation rests with the states. 107 Moreover, 

states are given free rein to choose their modes of reform with some choos ing to privatize 

distribution, some simply unbundle their electricity industry, and others keeping the 

103Tongia, Rahul, The Political Ecollomy of Illdiall Power Sector Reforms, Dec 2003; Internet: 
http ://www.iisdbstanford.edu/pubs/20/92li ndia I 0--may-04peflastvistedsept. 172008, last visited, 
November 21, 2008 
I04The Indian Electricity Act, 1910 was said to be highly technical Act re lating to, inter alia, the trading 
and use of electrical energy and regulatory functions were restricted to matters regarding the generation, 
transmiss ion, supply and lise of energy for which electrical inspectors have to carryallt period ical 
inspections and tests and examination aftest records. In addit ion, Indian Electricity Supply Act 1948 
mainly governs the cOllstinltion of the central electricity authority, state electricity boards, generating 
companies, consultative councils, and local advisory committees, their statutory powers and functions 
I05Mishra, Raji v K, Looming Crisis of Indian Power Sector, IC2 Institute Univers ity of Texas, Austin 2815,; 
Internet: http ://www. ic2.utexas.edu/images/faces/mishra 2008.ind iapowerseclor.pdf, last visited, 
September 17, 2008 
t(l<'The Constitution of India (As modified up to the I" December 2007), Government of India 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 01. It is to be noted here that the Indian Constitution is extremely detail 
with 471 pages and 395 Articles and too many schedules and appendixes with more than 94 amendments 
I07For example, CERC is mandated to discharge, among others, tariff regulation pertaining to generating 
and lransmission companies owned or controlled by the central government, promote competition, 
e ffi ciency and economy in the activities of the electricity industry, develop appropriate policies and 
procedures for environmcntal regulation of the energy sector, dispute arbitration involving generating or 
transmiss ion compan ies, licensing of interstate transmission activities while the SERCs are mandated to 
dea l relevant matters pertaining their respective state electricity tariff, regu late power utilities, promote 
compctition, efficiency and economy of the energy industries. At the same time state governments may 
mandate state commissions on activities regarding issuance of licenses, issue policies for environmental 
regulation, performing energy industry, set and enforce safety performance standards of the electricity 
industry, etc. See BSI - Business Information, November 2002, Regulatory Structures and Supporting 
Organizations, found in Ethiopian Electricity archives, submitted as part of a consultative document in the 
reform process of the power sector of Ethiopia, pp 17-18, Art 17(1) of the Indian Electricity Regulatory 
Commi ssion Act of 1998; Rahul , supra note 102, P 69 
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different segments of the electricity industry intact while adopting organizational reforms 

aimed at improving economic efficiency. 108 

3.1.3 United Kingdom 

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

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

electricity were nationalized lO9and made under public ownership mainly on ground of 

"public interest justi fication"."o The second period started in the 1980s, where under 

Prime Minister Margaret Thatcher, liberalized 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. 11 1 

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

particular introduced during post-liberalization was that regulation was applied on the 

basis of license issued by the energy regulator, Ofgem. 11 2 In addition on the natural 

monopoly segments of the electricity industry "price cap" regulation was applied. 1I3 

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

i.e. license and price cap, it is said that the UK electricity industry exhibit a complete 

transformation from public ownership to privatization and thereby competition have been 

successfully undertaken. I 14 

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

Germany, France, South Afi'ica, Kenya, etc. , show us that the legal and institutional 

frameworks in regulating energy resources in general and that of electricity in particular 

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

108 Rahul, slIpra note 103, pp 69-70 
I09For instance, UK nationalized its electricity industry with the passage of the Electricity Act of 1947 and 
the formation of the CEGB in 1957 
IIODanwitz, Thomas Von, Regulation and Liberalization o/tlte Europeal/ Electricity Market: A German 
View, Energy Law Journal , vo l. 27 No.2, P 431 
lil lbid; In add ition, UK government is praise as the first country to liberalize its energy (i.e. electricity and 
gas) markets through privatization, compet iti on and open to networks, see Energy Policies of lEA 
Countries, the UK 2006 Review, OECDIlEA, 2007 
1]2 Detail information 011 the activities ofOfgcl11 can be found on the websi te: http; //www.ofgcl1l. gov.uk 
1130gus, supra 110te 2, p 3 11 
!

14Cameron, supra note 63, pp 14-15 
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the regu latory 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/states unifomlly. 

For example, in the US and India energy, especially electricity industry, federali sm and 

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

agencies primarily influencing intrastate production and delivery while federal regulatory 

agencies primarily influencing interstate transmission system licensing and pricing. I IS 

While 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.116 In France and South Africa, on the other hand, 

electricity generation, transmission, distribution and supply is based on vertically­

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 Chile 

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

efficiency and reliability of their respective electricity industries. 

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

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

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

based on the PPA entered between the investor and KPLC. 11 7 

3.2 Legal and Institutional Frameworks in Regulating Renewable Energy 

The OPEC oil embargo of 1973 and the 1979 Iranian revolution and the following foss il 

fuel-pri ce instability can be thought of as the "wake-up ca ll" for a shift from oil towards 

other alternative and more diversified sources of energy, most notably renewable energy 

1lSGray, supra note 65, p 2 
I J6 Danwitz, supra note 110, pp 426-429 
117 Nyoike, Patrick; Is the Kenyan electricity regu/alOly board autonomolls? In Energy Policy, S. Karekezi, 
M. Mapako, and M. Tefera (Guest eds.), Vol. 30 (2002), P 992 
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resources. I 18 FOttunately, there are a number of legal and institutional tools that countries, 

states and jurisdictions throughout the world have deployed and become successful in 

overcoming the different barriers and, of course, at the final analysis, encouraging the use 

of renewable energy resources. 

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

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

resource availability; favorable policy, legal and institutional frameworks ; level of 

economic, social and cultural development; and above all , political willingness and 

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

are: I) Renewable Portfolio Standard; and 2) Feed-in Tariff1 19 Now let' s see these two 

approaches separately and briefly. 

3.2.1 Renewable Portfolio Standard Scheme 

RPS is both a legal and institutional instrument set to mcrease the amount and/or 

proportion of renewable energy purchased in a particular country, state, or jurisdiction.12o 

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

"Credits", etc.12 l This type of scheme requires those bound by the obligation (usually 

11 8In addition to renewable energy sources, western government shifted to coal , nuclear, and, of course, 
energy effi ciency measures 
119 The other importan t approaches used in conjunction with one or both of these approaches include: Tax 
and investment incentive: where certain types of renewable energy sources generating electrical energy 
are given specified incentives , which can be based on the number of KWh they produce or an up-front 
payment to help reduce the initial costs of the renewable electric ity; Investment cost recovery: where 
qualifying renewable electricity producers are given the investment cost recovery directly or credited on 
the ir energy bill rather than given an incentive to avoid taxation ; Net metering: where usua lly small 
electricity customers are allowed to produce and be paid for renewable e lectricity that they supply to the 
grid. This can be done by using e lectricity meters that turn backwards when the particular customers' 
production is more than their consumption; Tender schemes: the Government holds auctions with regard 
to new renewable energy capacity, spec ifying parameters such as the amount of capacity that will be 
awarded support in the auction, the maximum level of support available, and other details. Companies bid 
by offer ing a certain amount (and ty pe) of renewable generation or capacity in exchange for a certain level 
of support. Those who are awarded the tender (typically, those offering to de li ver the required renewable at 
leas t cost) may build the projects in question and will receive the level o f support which they proposed in 
thei r bid; Grants: refer to lump-sum, upfront financial support to cover capital investment or other start-up 
costs of renewable energy resources projects. Grant-based schemes are typically funded from tax rece ipts, 
whi ch means that thei r costs are borne by tax payers as a whole; etc 
' ''Kennedy, Katherine; The [mportance of Renewable Energy; in ; UNEP HandbookJor 
Drafting Laws 0 11 Energy Efficiell cy alld Rel1e\vable Energy Resources, United Nations Environment 
Programme, 2007; Internet: hnp:llwHsa l. unep.org/deic, last visited, August 8, 2008, P 108 
I II [bid, pp 118- 122 
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electricity supply companies) to buy renewable energy certificates from renewable 

electricity generators. 122 

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

types and technology used. 12J For example, UK's proposed target of RO is to deliver 

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

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

penalty as a bail-out price for KWh of non compliance. 125 EU's overall goal 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, California 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 Tadff Scheme 

FIT scheme is a type of legal and regulatOlY instrument that allows all eligible generators 

to receive a fi xed and known price for their renewable electricity salesuoThe mam 

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

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

122 ,UK Renewable Energy Strategy: Consu/tatioll Document; Department for Business 
Enterprise & Regulatory Reform (BERR), June 2008, p 90 [nternet: 
http://w\vw,berr. gov.uk/rcncwableconsultatiol1, last visited October 17,2008, hereinafter UK Renewable 
Energy Strategy 
l23[bid, p 94 
124[ d 

125 Of gem regulates the proper implementation of the RO 
'''UK RenelVable Energy Strategy, supra nole 121 , P 28 
121 Kennedy, supra note 120, p 117 
128 See irHernet: http://www.energy.ca.gov/renewableslindes.hlllli 
129 Kennedy. supra note 120, p 112 
I)o[bid, p 116 
131 , Ethiopia Conditions for Pico/Mini Hydro Power Grid COllnectioll: Experiences from 
Coul/tries lVilll A1icro alld olhel' reneIVable energy systems feed- ill 10 existing Grid, GTZ Dutch-German 
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purchase renewable energy sources with spec ific KWh payments for each renewable 

energy technology based on the real cost of generation. I
)2 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. I)) 

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

form of regional or national surcharges (similar to those estab lished for public benefit 

programs), or sometimes they are simply embedded in rates.I)4 The availability of grid 

access in sufficient capacity is a precondition for applying FIT law.1J5 Moreover, FIT law 

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

mechanisms are available, such as direct investment incentives, micro-credit, and tax.I)6 

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

the FIT scheme with the passage of the Strollleillspeisllngsgeselz in 1990, better known as 

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

hydropower, so lar, biomass, or biogas. 138 RESA of March 2000 amended the 1990 first 

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

was used, IJ9 introduced the concept of digressive pricing,140 and costs of electricity were 

equally distributed on all e lectricity suppliers nation wide. 141 The current RESA, which 

Partnership Energizing Development AMES-E Office, Addis Ababa, Ethiopia, July 2008, herei nafter GTZ 
AMES-E, P 5; important information can be found on the website: http ://www.feed-in-coopcration.org 
132 Kennedy, supra note 11 9, p 116; other texts are ava ilable at: ht tp://www.renewable-energy-
policy. in fo/rc lec/gcrll1any/po licy/ feed- in .htm l; hftp://\vwlV.bwlI.de/files/eeg enpd[; last vis ited September 
18, 2008 
133GTZ AM ES-E, supra note 13 I , P 6 
'''Kennedy, S/lpra note 120, p 11 6 
135ld 

136GTZ AMES-E,sllpra note 13 1, p II 
137 The EFL guarantees the revenue orwind projects to be 90 per cent oflhe res ident ia l rate charged by the 
uti lity; __ , Renewable Energy Poli cy Project, GermallY's Encouragement o/Rellewable Energy: text 
available at: http://www.repp.org/repp pubs/articles/ issuebr I4/03German. htm ; last visited Sept 18,2008 
138GTZ AMES-E, supra note 130, p 39; Kennedy, supra note 120, p 117 
139 PV appl iances bu ilt before 2002 receives 0.99 DEN (conversion 1.95583= 1 EUR) KWh, for small 
hydropower 0. 15 DEM/KWh, for geolhermal power between 0. 14 and 0.15 DEM/KWh, and for electricity 
generated fro m biomass between 0. 17 and 0.20 DEM/KWh, wind power get based on the specific wind 
speed at the individual site into account and at the average site, wind power receives 0.164 DEMlKWh over 
a life time of20 years; GTZ AMES-E, supra note 131, pp 41-42 
140The remuneration rates will be lowered annually for new installation by 5 per cent (PY) or 1.5 per cent 
(a ll other technologies) 
141 1d; A major compla int on the 1991 EFL was the lack of an efficient mechanism to distribute the burden 
regionally equal. This led to a situat ion where utilities and their customers in northern Germany wi th the 
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amended the first RESA of 2000, and becomes effecti ve as of (August 2004) also brought 

some additional improvements as its predecessor, the general framework remains the 

same, though.'42 

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

than 14,600 MW in 2003 '43that made it the most wind installed capacity in the world. 144 

In addition , Germany has 417 MW of solar PV capacities, second only 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 electricity generation, among others Spain, 

Denmark '46, France, Italy, Slovenia, Califomia (starting from January 31 , 2008), China, 

Nepal, Brazil , Uganda, Kenya , South Africa, Nigeria. '47 

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

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

conventional type of utility owners. The availability of different supporting mechanisms 

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

expressed in a country, state or regional level policy and legal instruments. The support 

include, among others I) utility existing in a restructured power sector that allows IPPs to 

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

majority of wind power installations under the law had to pay a considerable higher share of the costs than 
the southern companies and their customers. The REA solved this problem by requiring electricity supplier 
to have the same share of RET 
142 Bandza, A lex; GOlle Wilh the Wind? Understallding {he Problems oj Willd Ellergy Policy ill the Ulliled 
Slates Through the SI/ccesses of Del/mark Gild Germal1Y; Environmenta l Law Reporter: News & Analys is, 
vol. 37, No . 3 (2007), pp 10 197- 10208, a lso texl available at: htlp ://www.el i.org; last vis ited, Scptcmber 
17, 2008 
143 Kennedy, supra note 120, p 11 7 
144 ; Energy !n/ormatioll Admillistratiol1 (EIA), Policies to Promote NOli-Hydro Renewable Energy 
in the Un ited State and Selected COllI/tries , February 2005; Internet: 
hup://www.cia.doc.gov/ fue lrnewable.html. p 11 
]"Kennedy, 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 certifica te, its remarkable success in wind energy is attributable to 
FIT scheme follo wed before that time, though; Bandza, supra note 142, p 10202. The other important 
point to be noted here is that when we compare the two schemes, i.e. RPS & FIT, it can be easily 
understood that FIT scheme fix the amount to be paid for the electricity, and allow the market to determine 
the amount of electricity generated, while RPS scheme fi x the latter, and allow the market to determine the 
fanner; see GTZ AMES-E, supra note 13 1, P 10 
147GTZ AMES-E, supra note 13 1; Kennedy, supra note 120; e/ at 
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and simplified 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) sc ientifi cally 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 first wave of energy efficiency improvement in industrialized countries 

was seen following 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 vo latile energy markets. 150 Nowadays, however, energy efficiency measures 

are not left only for western deve loped nations but are al so becoming the concerns of 

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

important goals of energy effi c iency are that of achieving the 3Es (i.e. Energy security, 

Economic development and Envi ronmental 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 available for other uses, or is a KWh that need not be 

generated".1 53 In sum, reducing the energy demand should result as the long term effecl 

of energy efficiency measures of any given nation/state. 

Policy, legal, regulatory and institutional frameworks are impoliant 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 oil producing Arab countries as a response for the western 
support of Israel during the Yom Kippur war; Internet: Energy Crises, Wikiped ia, the free encyclopedia, 
last visiled, December 2008 
149 Caused by Iranian revolution; Ibid 
ISO ; Ellelgy Policies oJlEA COlllltries, Internat ional Energy Agency (IEA),2006 Review, p 24 ; 
Internet: hup:l/www.ica.org/w/bookshop/pricing.html ; last visited December 23 , 2008 hereinafter Energy 
Policies oj [EA COlllllries 
lSI For example, see the experiences of China, India, Brazil , Hungary, Rumania, Lithuania, etc in Taylor, 
Robert P., Govindarajalu , Chandrasekar, and others; Financing Energy Efficiency : Lessons from Brazil, 
ChillO, [lidia, alld 8eyolld; 25'" Anniversary ofESMAP, The World Bank, 2007 
1S2 Ellelgy Policies oj [EA COlllltries , sllpra note 150, p 25 
1S3 ; UNEP HalldbookJor Draftillg LalVs Oil Ellelgy Efficiellcy olld Rellewable Ellergy 
Resources, United Nations Environment Programme, 2007, P 62; Intemet: hup://wasa1.u llep.org/delc, last 
visited, Augusl 8, 2008, hereinafter UNEP Halldbook 
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attain great achievement in the area of energy efficiency 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 discussed here regarding energy efficiency 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 efficiency which in turn calls 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 legal instruments can be devised either 

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

instruments, for instance, renewable energy resources. The areas of energy efficiency 

more susceptible for market failure and needs policy, legal and regulatory frameworks 

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

induslty; 3) building; and 4) road transport. 154 

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

Conservation Act of 1992,155 India Energy Conservation Act of 2001 , 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 

1S' lbid, pp 27- 105 
155Tex t ava ilable at: Ilf lp://www.aseanellcrgv.orgl cllcrgv orgall isariolls/eecssn/tlrailalldleec..is .. th.html 
and htlJ)://lvww. eppo.go.l lrldoc 
156T ex t ava i lab Ie at II" P :flw! vlV.lfflescan.or giesdleller gvipllbl fea t iOlls/col1/ pcnd/ceccparl4C/w pter4. hUll { 
157Text available at: hllp:/l/alVs.jl.ls fice. gc.calcIlIE-6.4Itexl.llfml 
IS'See Ihe 2007 Energy While Pape r UK; Text avai lable at: 
htl 1):1 Iwww.bcrr.gov . u kJrcncwab I econsuita t iOIl. lex 1. hIm! 
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2005 , Directi ve 2004/8IEC of the European Parl iament1590r at the level of a sub-national 

region within a federal structure, e .g. , US Department of Energ/ 6oand Cali fornia ,161 

India 162and Maharashtra . 163 

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

successful achievement in the area of energy efficiency, e.g. US, California, Canada, EU, 

Egypt, Algeri a, all developed detail legal instruments in the area of energy efficiency. 

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

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

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

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

suitable based on their political , economic, social , and cultural peculiar conditions. 

3.3.2 Regulatory framework of energy efficiency 

Regulation of energy effic iency mainly focuses on those areas that are more susceptible 

for market failure and calls not on ly for policy and legal frameworks but also regulatory 

tools to reduce and then aveti such market failure. Regulations of energy efficiency cases 

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

effected by means of either performance standards or labels or codes. ' 64 For example, 

refrigerator and freezers, lamps, washing machines, air conditioners (depending on 

climatic conditions) are among the app liances to be either labeled or be given MEPS. 165 

Accord ingly, the aim ofMEPSs is to improve the energy efficiency of new appliances by 

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

the market while labels166are des igned to provide consumers with information, which 

IS9Text available at: lillp ://europa.ell. illt!collll1llellergvldeJII(lndllegis!atiolllheat power en.hlmi 
](i() See Energy Efficiency Network at www.ccrc.cncrgy.gov 
16lCali fornia appliance effi ciency standards regulations; Text avai lable at: "II p:IIIV"''''. ell erg". co. gov/reporlsl2003 -09-10 400-03-0 16.pd( 
162Text avai lable at: http://www.bee-india.com/index.php 
163Tex t avai lable at : Illw:lllvlVw.lllercilldia.collllvdflI6082002.zif} 
]MFar example, Ca li forn ia, mainly due to the mandatory application of energy efficiency legal instruments, 
i.c. codes & standards, has a steady per capita consumption of electricity for the past 30 years, while the 
rest of us experienced a 50 per cent growth in electricity conslimption (and slower economic growth than 
in Cali fornia) , UNEP Handbook, supra note 153, p 64 
l"Ellergy Efficiell cy Policies, 2008, supra note 14, p 46 
166 The US EN ERGY STAR(R) label is usually taken as an exce llent examp le of an endorsement label for 
the best available energy efficient appl iance 
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enables them to compare the energy efficiency of the different appliances on sale that 

ultimately stimulates techno logical innovation. 167 Whichever approach, or a combination 

of approaches used a country, state, or jurisdiction or its government must decide whether 

to make them mandatory or voluntary. 168 

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

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

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

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

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

concerned, mandatory building standards mainly apply to non-res idential buildings. 

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

of energy efficiency performance for dwellings. 172 

1(" Ellergy Efficiellcy Policies, 2008. supra note 14" p 44; ___ ; North Americall Ellergy Efficiellcy 
Standards Gild Labeling, North American Energy Working Group; Internet: 
http: //www,energycfficie llcy.standards& labels.org; last visited July 172008 P 6; Here two important 
examples suffice to show how MEPSs or labeling, or their combination play a great role in energy 
effi ciency cases of appl iances, equ ipment, and light; Thejirst is that " in 1980 China decided to distribute 
refrigerators throughout the capital city of Beijing. It did $0 with resounding success, supplying 
refri gerators to over 60% of Beijing households by 1990, where only 6 per cent had them in 1980. The 
reconditioned refrigerators from Japanese factories were thought to be cheap. They were not cheap. 
however, when the costs of the electric power supply necessary to run these very inefficient machines 
become apparent. In fact, the purchase and supply of inefficient equipment cost more than three times what 
would have been the cost of supplying the most effici ent refri gerator on the world market". The second 
example is "the US $150 million refurbishment of thirteen incandescent bu lb factories in Hungary in 1990. 
The US $ 150 million [investment] cou ld have been used to finance more than twenty new compact 
fluorescent factories, which could have avo ided the construction of 12, 000 MW power plants resulting in 
savings of US $ 20 billion and minimizing air pollution in a country already suffocating in smog". See 
Hodas, illFa note 168, pp 47-48 
I" Hodas, David R., Appliallce Ellergy Efficiellcy Labels alld Stalldards, in : UNEP Halldbook, supra note 
152, p 53; Standards could be either mandatory or voluntary. By definition mandatory standards are 
regulations to which all participants have to comply, albeit, there are wide variety of approaches that use 
mere voluntary standards to achieve defined energy efficiency target. Nevertheless, policy makers, 
legislators, or regulators have to identify specific energy efficiency areas which need voluntary standards 
from mandalory standards where detail regulation will specify the different criteria to be followed and the 
penalties for non-compliance 
169 The term "codes" refers to mandatory energy efficiency requirements for new construct ion in bui ldings. 
New construction may refer to an entirely new building being erected, or may refer to the construction of a 
new energy-using system (such as a lighting system or an air condit ioning system) in an existing building. 
Goldstein, David B. , Ellel'gy Efficiellcy ill Buildillg Sector, in UNEP Halldbook, supra note 152 , P 65 
170Standards refer to minimum mandatory requirements for equipment used in bui ldings, such as air 
conditioning units, furnaces or boilers, refri gerators, water heaters, clothes washing machines, dishwashillg 
machines, etc, Hodas, supra note 168, PI' 47-48 
171 ld 

112Ellel'gy Efficiellcy Policies, 2008, supra note 14, p 42 

33 



When we come to industries,17l in addi tion to standards, vol untary agreements l74and 

CHP 175 are now taken as important energy efficiency regulato ry too ls. Fuel economy 

standard for vehic le manufacturers and fuel consumption labe ling are the two widely 

used energy effic iency regulatory instruments in road transport sector. 176 

3.3.3 Institutional frameworks of energy efficiency 

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

that wi ll be addressed under this sub-chapter are: Are public energy effic iency 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 

developing countri es alike in institutionalizing energy efficiency efforts? 

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

of energy effic iency. Hence, in addition to stronger energy efficiency policy and legal 

instruments, an effective energy efficiency institution is al so becoming a determining 

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

abundant cost effective energy efficiency potentials, instead of re lying only on the impact 

fl ' h . " 177 o lIg er energy pnces . 

173 As developed countries are shi ft ing from ene rgy intensive industr ies (c.g. steel, paper, cement and 
chemicals) to nOll-energy intensive industries (e.g. service, e lectronics and food) developing countries 
undertaking these energy intensive industries need to work in energy e fficiency not only to make costs of 
energy down and be competitive in the internat ional market but also for the general sustainable 
environment. This is because energy intensive industries are said to remain the largest energy consumers 
for both developed and developing countries; WalTen, Ernst, Price, Lynn; Brown, Michae l; and Bell Jeff;; 
JudusllY alld Commerce, in: UNE? Halldbook, supra note 153, p 27 
174 Voluntary agreements are "essentially a contract between the government and industry, or negotiated 
targets with commitments and time schedules on the part of all participat ing parties", The essential steps for 
reaching a vo luntary agreement are the assessment of the energy-effici ency potential of the participants as 
well as target setting through a negotiated process. Part ic ipation by industries is motivated through the use 
of "carrots" and "sticks", w hich refers to incentives and d is incentives, e.g. Denmark, Netherlands, South 
Korea, UK lIses vo luntary agreement and included in their respective legal frameworks, Ibid, p 37 
17s lbid, P 4 1; CHP (a lso known as cogeneration) is the simultaneous generation of two or more useful 
products from the sa me combustion process; e.g. US, EU, India, (Maharashtra s tate introduced in 2002 new 
regulatory arrangements that provide incentives for owners of sugar mi lls and o ther C HP plant operations 
us ing biomass fu el) China, uses C HP and inc luded in the ir respecti ve legal frameworks 
176 Bradbrook, Adrian, Energy Efficiellcy ill Road Trallsport, in : UNEP Halldbook, supra note 153, pp 86-
105 
l77Ellergy Efficiellcy Policies, 2008, supra note 14, p 26 
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Moreover, setting up a specia l institution, or giving responsibility for implementation and 

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

similarlrelated 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 centra l 

government budgetary 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 I 80 are usually public institution funded by the state budget and in 

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

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

and consumers something that can not always be found in existing institutions. 182 In 

addition, these agencies act as promoter of energy efficiency vis-a-vis energy companies, 

and as a coordinator 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 countri es with federal or decentralized stmcture, such as US, India, Canada, Spain, 

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

administrative level. 184 

l78[bid, P 38 
179Energy Policies aflEA Countries, supra note 149, p 34 
ISO An energy efficiency agency can be defined as: "a body with stronger technical skills, dedicated to 
implementing national energy efficiency policy and legal instruments"; Energy Efficiency Policies, 2008, 
supra note 13 , p 38 
lSI Ibid, P 39 
1S2 Ib id, pp 39-40 
IS] ld 
l84[d 
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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 ava ilable in Ethiopia that could be used in transforming the society from 

traditional to modern energy utili zation, especially to electri city? Can we conclude that 

the existi ng po licy, legal, institutional , and regulatory tools as defic ient and liable fo r the 

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

so, what alternati ve policy, legal, institutional, and regulatory instruments are sought for 

correct ing the defi ciencies and enable to provide reliable, affordable, and safe modern 

energy to the society at large? What are the effects of government in terference both in the 

operation and regulation of electrici ty industry of the countlY? 

In order to treat these issues the chapter is di vided 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 dea ls with the legal, 

institu tional, and regulatory instrumenls 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 

[n the Eth iopian situations hydropower is one of the most abundant natural energy 

resources 185 with more than 45,000 MW potential. 186The classification of hydropower 

resources fo r the purpose of generating electric ity in the Ethiopian context varies among 

185 Wolde-G iorgis, W. , Rell ewables alld Rural Energy for Development ill Ethiopia; African Energy Policy 
Research Network (A FREPREN); June, 2002, p 47 
186 EEPCO 50'" Year, 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. Accord ingly, hydropower resources for the generation of 

electri city can be class ified into six categories l 88 These are those hydropower with 

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

hydro; 3) 50 1 KW - 1000 KW Mini hydro; 4) 1 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 class ification is useful primarily to know the potential resource avai labi li ty of the 

country and then formu late the ri ght legal, institutional and regulatory instruments most 

suitable based on the classification and their utility as wel l. 

Thus Pico hydropower serves few fami lies 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 suppl yi ng 50 households in Sire 

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

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

is supplying for Yaye town. 192 In addition the 350 KW Yadot, 800 KW Dembi, 5 MW 

187 See for example Wolde-Giorgis, W., supra note 184; Energy Access Project, infra nute 187; Feibel, 
Hedi, All InterdisCliJlinGlY Approach (0 the Dissemination of Mini Gild Micro Hydropower - the Case of 
Ethiopia, PHD Dissertation der Technischen Universitat Darmstadt, Germany, 2003 , p 14 
188 ; Energy Access Project: Baseline Surve)l. Monitoring and Evaluationframework alld Hydro 
Market Development Strategy; a study conducted by lED in association with elltee, and submitted to 
Ethiopian Electrici ty Agency, 28 May 2003; hereinafter called Ellergy Access Project, p 8 
]89Ibid; Others classified those hydropower plants into only, e.g. micro ( I KW-IOO KW), mini ( 100 KW­
I MW), and small -scale ( I OOW- I OKW) see Wolde-Giorgis W., in: Rellewables alld Ellergy for RlIral 
Developll/elll ill SlIb-Sahara Africa, Mapako, Maxwell , & Mbewe, Abel (eds.), African Energy Policy 
Research Network (AFREPREN), 2004, p 237; all hydropower wi th less than I MW capacity as small 
hydro, see __ ; Offgrid Rural Electrificatioll Mosler Plall Stlldy , Rural Electrification Executive 
Secreta riat, Junc 2006, hereinafter Offgrid Master Plall, p 136 
190 N.B. Ordinary illgera lIlilad has the capacity to absorb 5 KW ; Energy Access Project, supra note 187; 
On the other hand, as compared with Il/icro hydropower pico hydro « 10 KW) are said to be litt le concern 
for rural off-grid electrificat ion due to the fact that potential areas in the country are very much limited; and 
see __ , Some Remarks Jor the Necessity a/the illfrodllction oj a Feed-ill Law for Electricity ill Ethiopia , 
p 2, a 32 pages (unpubl ished) analysis I found at GTZ office during my personal communication with Mr. 
Bart Jan van Bcuzekol11 , AM ES-E Technical Manager, on the feasibility of introducing Feed-in Tariff Law 
to Ethiopia and the German experience on the area. I 8m grateful to Mr. Bart Jan van Beuzckom for 
allowing me to have wide discussion on the issue and for mak ing available 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 applicat ions [while] systems wi th capacities above 20 KW can deliver mechan ical energy 
for agro-processing as well as electrical energy for households, commercia l and industrial purposes." See 
Fiebel, supra note 187, p 92 
192 Ellergy Access Project, slIpra note 188, pp 8-27 
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Sor, and I 1.4 M W Tis Abay 1 micro, mini, small, medium hydropower plants, 

respectively developed by EEPeO as parts of its ses, and res (i.e. Tis Abay I) are 

serving wide areas with diverse population sizes based on the energy capacity 

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

capacity limits falling between 500 KW-IO MW developed by private investors l94
, 

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

plants developed by EEPeO that range between 32 MW (Awash II & III each) to 184 

MW (Gi lge l Gibe I) with total insalled capacity of 669.9 MW.I 96 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 suitable 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 large scale hydropower projects while private participation 

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

developments. The main reasons usuall y propounded are that hydropower developments 

are: I) capital in tensive, i.e. "USD 800-3000/KW" 198 for large scale hydropower projects 

193 EEPea 501h Year, supra note 17, p 4 1; Ellergy Access Project, supra note 188, pp 8-27; Other than 
these mentioned projects, wi thin these capacity limits, there is no other operat ional hydropower plants 
developed ei ther by private including NGOs or EEPCO, albeit it is repeatedly said that there are around 
111-200 sites throughout Ethiop ia identified, studied and found suitable for pica, micro, milli & slIlall 
hydropower development; see also Off-grid Master Plan, supra note 189 
194 The motivat ion of investors is main ly profit and, in addition, the association of hydropower projects 
with different types of risks, e.g. hydrological, regulatory, political, etc. make the price of electricity from 
such investment expensive and not an attract ive alternative unless other support mechanisms are found, e.g. 
investing in one's place of origin , etc. 
195 Primarily NGOs are not profit driven, e.g. EECMY and S idama Development Corporat ion. 
196 Only 618.35 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 be operational wi thin the next fou r years that includes 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 with total insta lled capacity 13710 MW; See for 
example, ___ , Ethiopian Electric Power Corporation: Highlights 011 Power Sec/or Program (Generatio ll 
alld H. V. Transmissioll Systelll [2009-2018 GC)) , June, 2008, pp 5-9; found at EEPCO Corporate Planning 
Dept.; EEPCO 50'h Year, supra note 17, pp 40-44 
197 ___ ; Technical and Economic Assessmellf of Off-Grid, Mini-Grid, Gild Grid Electrification 
Teclinologies, Energy and Mining Sector Board The World Bank Group, Energy Sector Management 
Assistance Program (ESMAP), Techn ical Paper 121 /07, December 2007, p 23 
198 Head, supra note 28, p 5 
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and more expensIve for small-size due to absence of economIes of scale; 199 2) 

requirement of high technical and profess ional skills in the fi eld of power sector 

development (mainly in the fie 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, flood, etc.), geological risk (e.g. unforeseen ground 

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

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

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

the country and the poss ible approach for its development. Now let's see policy, legal, 

regulatory, and institutional frameworks in relation to hydropower resource of the 

country, i. e. the gaps and its possible revision or amendments. 

4.1.2 Policy framework 

The National Economic Policy: The fi rst policy framework that deals on energy resources 

in general and electricity in patticular is the 1998 National Economic Policy of 

Ethiopia201 This policy instrument allowed for the first time for the private patticipation 

in the generation of electricity that includes inter alia hydropower resources of the 

country.202 The other two important national policies and strategies that need special 

mention here are the Rural Development Policies and Strategies,20J and Industry 

Development Strategy204 These two national policy & strategy documents stipulate inter 

alia the impOltance of producing electrical energy from renewable energy resources, 

199 For example, the project cost ofYadot micro hydropower is USD 1.7 million, i.e. more than USD 
4857/KW, and that of Yaye is Eth . Birr 3 million, i.e. USD 2150/KW, see Ellergy Access Project, s"pra 
note 187, PI' 22-25 
200 Head. supra note 28, p 72 
201 ___ ; Ethiopia 's Ecol1 olll ic Reforills for 1998199-200011: (The Po licy Framework Paper), Prepared 
by the Government of Ethiopia in Collaborat ion with the International Monetary Fund and the World Bank, 
September 28, 1998, hereinafter National Economy Policy Framework, p 32. This policy framework is the 
amended version oflhe November 1991 National Economy Policy, which is the first policy instrument 
s ince the downfall of Derg in 199 1 and shifted the ro le of the Government in the economy from one of 
centrall y planned based on the socialist ideo logy to market oriented led by mainly pri vate sector. In 
addition, the 199 1 Nationa l Economy Policy sel the genera l princip les for all sectoral and mu lti-sectoral 
policies drafted since that partly we wi ll see hereinafter. However the 1991 Nationa l Economy Policy 
didn't mention about the possibility of pri vate 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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especiall y from hydro, solar, and wind at both large-scale and "small- sca le" levels to 

make a shift from traditional to modern energy usage and create conducive condi tions for 

further productive development. 205 

The Energy Policy: The other important policy document that underscore on hydropower 

is the 1994 Energy Policy. 206 This poli cy framework is favorab ly 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 

g ives high priority to hydropower resource deveiopment20
' and takes it as the backbone of 

the country's energy sector development strategy'°9. Nevet1heless, the policy is not 

supported by detail strategies that could clarify and put important target to accomplish 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 revision. 

Water Resource Management Policy: The existing Ethiopian Water Resource 

Management Policy has imp0l1ant parts dea ling on hydropower. This policy instrument 

primarily ensures that hydropower development is an integral pat1 of the multipurpose 

use of water. 21 0 To accomplish its primary aim the policy stipulates that there should be 

short term, medium term, and long term sequence for the development of hydropower 

resources. 211 In addition, the policy gives due emphasis on local capacity building 111 

order to enable domestic stakeholders to canyout hydropower projects.212 

Environm.ental 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 Rural Development Po licies & Strategies, pp 103 & 23 1-232; and Industry Development Strategy, pp 
157- 159 
206 Energy Policy of the Transitional Govemment of Ethiopia, Min istry of Mines and Energy, May 1994, 
hereinafter Energy Policy 
207 Ibid, in troductory statements 
20' lbid, Art 5( 1) & 4(1) 
209 Ibid, Art 6(1.3) 
2 10 Ethiopian Water Resources Management Policy, the Federal Democratic Republic of Ethiopia, Ministry 
of Water resources, hereinafter Water Resources Management Policy, Art 2(3.3 .3.1) 
" I 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 animal dung213 The policy 

highlighted that hydropower plays an important role in meeting Ethiopia's energy 

demand and at the same time high lights that hydropower per se causes no harm to the 

environment. 214 However, the Pol icy emphases that, in order to eliminate or at least 

mini mize damage on natural resources base and/or environmenta l well-being, 

hydropower development should comply rIgorous environmental assessment 

procedures215 

These are some of the important policy and strategy instruments that underscore 

hydropower as one of the most abundant environmental fri endly energy resources of the 

country. Moreover a ll these policy 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 Development Strategy is that such 

investment in renewable energies especially 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 

found effective in different parts of the world that is compatible with the country's 

peculiar cundi tions. For example, the two main support mechanisms applied in other 

countries of the world to promote renewable energy resources for the generation of 

electricity are RPS and FIT law. Of course, tax and investment incentive, investment cost 

recovery, grants, etc. are the other methods that could also be used, in addition to, or 

separately from, the above two mechanisms217 This is one of the important areas that the 

future national energy policy & strategy needs to deal with in detail. 

4.1.3 Legal framework 

Usua lly in federall y structured countries like Ethiopia energy resources legal framework 

principles emanate from the constitution itse lf. This is because that there are elements 

that need treatmen t both at the federa l and state level. For example, large scale generation 

21J The 1997 Environmental Policy of Ethiopia, Preamble, the FORE Environmenta l Authority, 
hereinafter Environmental Policy 
214 Ibid, Art 3(5g) 
215 Ibid, Art 3(5e) 
216 Indust ry Development Strategy, p 157 
217 See footnote 11 9 and accompanying texts 
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of electricity from hydropower sources constructed by federal budget,218 electricity 

distribution network crossing two or more states, and high power transmission of 

electricity through the "national grid",219 etc need federal legal and regu latory 

frameworks while others that can be dealt by a state can eas ily be handled at state level. 

This is the main reason that countries with federal structure, such as India220and 

Nigerii21 inc luded electricity 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 particular, i. e. energy related matters are neither included in the 

powers and functions of the federal government223
, 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,,22S Thus, the federal government' s 

different energy related laws (i.e. proclamations, regulations, directives, etc.) can be 

taken as unconstitutional226 In other words, constitutionally, states are the only organs 

that have complete power on energy related legal and regulatory aspects . In sum, one can 

easi ly argue that the ex isting factual situation whereby enacting the different laws and 

establi shing organs pertaining to energy/electricity matters at federal leve l du(;!s not 

comply with the 1995 FDRE Constitution.227 

218 Definition of Powers and Duties of the Executive Organs of the Federal Democratic Republic of 
Ethiopia Proclamation No.47112005 , Federal Negaril Gazela, 12" Year No. I , 17'" November 2005, Art 
27(6) 
219 Elect ric ity Proclamation No . 8611997, Federal Negaril Gazeta, 3'd Year No. 50, 7'" July 1997, 
here inafte r Electricity Proc lamation; Art 17( I) of the Proclamation provides that "The Govemmelll may, by 
notification, specify any trallsmission line having lIo/less Ihall 132 KW as natiol/al grid. " 
220 See foo tnote 92 and accompanying texts of Chapter III 
'" GTZ AMES-E, supra note 13 1, P 253 
222 Constitution of the Federal Democratic Republic of Ethiopia Proclamation No. 111 995, Federal Negaril 
Gazeta, I" Year No. 1,21 " August 1995, hereinafter the FDRE Constitution 
223 Ibid Art 51 
,,, Ibid: Art 52 
22S Ibid, Art 52( I) 
226 For example see Art 5 1 (9) of the FDRE Constitution, which provides" ... the development , 
administrat ion, and regulation of air, rail, waterways and sea transport and major roads linking two or more 
States, as well as for posta l and telecolllmunication services." are the responsibility of the federal 
Government. 
227 For example, Electricity Proclamation established the EEA as a federal organ and laid down the legal 
framework for regu lating the electric ity industry of the country; Proclamation No. 26912002 establ ished 
the EREDPC as a federal organ for developing and promoting energy re lated technologies suitable for the 
rura l communi ty; Proclamation No. 3 1712003 that estab lished the REF as a federal organ to provide 
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Thus, in order to maintain the status quo, especially energy legal and regulatory 

frameworks at the federal level, the Constitution has to be amended and include 

energy/electricity in the concurrent legislative li st (possibly new atiicle) of the 

Constitution. On the other hand, the federal govell1ment 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 territorial jurisdiction.228 

When we come to the different legislations first we get Proclamation No. 47112005 229
, 

which defines the powers and duties of the executive organs of the federal government 

whereby MOME is authorized to undertake studies concerning the development and 

utilization of energy, and cause the expansion of the energy development of the 

countri30 In addition, Investment Proclamation23l allowed private investors (i.e. both 

domestic and foreign) to paliicipate in the generation of electricity using all renewable 

energy resources that includes hydropower.232 

Electricity Proclamation that establi shed the EEA as an "economic regulator" laid down 

the different lega l frameworks appropriate for regulating the electricity industry of the 

country. These includes inter alia : 

>- supervise and ensure that the generation, transmission, distribution and sale of 

electricity are carri ed out in accordance with the Proclamation as well as 

regulation and directives issued thereunder; 

>- determine the quality and standard of electricity serVlces and ensure the 

implementation thereof; 

>- issue certificate of professional competence to electrical contractors; 

financial support and technical assistance for rural electrification; Ethiopian Electric Power Corporation 
Establishment Regulation No 1811997, Federa! Negari Gazeta, 3'd Year No 51 , 7'" July 1997 hereinafter 
EEPCO establishment Regulation, etc. 
228 FDRE Constituti on, Art 51 ( II ) 
229 Definition of Powers and Duties of the Executi ve Organs of the Federal Democratic Republic of 
Ethiopia Proclamation No.4 71 /2005 
230 Ibid, Art 31 (I & 5) 
23< Inveslment Proclamation No. 280/2002, Federal Negaril Gazeta, 8'" Year No. 27, 20

' July, 2002 
232 Ibid; It is to be noted that pursuant to Art 5( I a) of the Proclamation only transmission and supply of 
electrical energy through the Integrated National Grid System is the area of investment reserved for the 
Government. 
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~ issue, sllspend and revoke license for the generation, transmission, distribution 

and sa le of electric ity in accordance with the Proclamation as well as regulation 

and directi ves issued thereby; 

~ study and recommend a tariff and upon approval supervi se the implementation 

thereof. 2J3 

As far as electricity generation from hydropower source is concerned it is the EEA that 

issue li censes.234 Accordingly, based on the life of the project, the duration235 of the 

license can be for fOlty years of operation with poss ibilities of renewals, though236 Of 

course, getting water use permit from the MOWR or its designated supervi sing body is 

the other mandatory requirement before starting any hydropower construction for the 

generation of electricity purposes.23J It should be noted that use of water for hydropower 

purpose is on ly to move the turbine and after doing so the water wi ll be released to join 

its normal course. Thus, the argument propounded here is that use of water for generating 

electrical energy should be made free from water use charges as had been provided under 

Art 26 of the Electricity Proclamation. The other important legal framework in the 

electricity generation at pica, micro, and mini hydropower level, especially in the rural 

areas, is the REF sec retariat,238 which has powers and duties to, inter alia, give loans to 

concerned off-grid electricity developers and suppli ers for rural communities.239 

4.1.4 Regulatory framework 

We have sa id that Ethiopia has abundant hydropower resources most suitable for making 

a shift from traditional energ ies to modern energy utilization through electricity . But the 

2J] Electric ity Proclamat ion, Art 6(1 ,2,3,4 & 5) 
2J4 Ibid, Art 6(4) 
'" Ibid, Art 18(1 a) 
136 Ibid Art 18(3 & 4) 
237 Ethiopian Water Resources Management Proclamation No. 197/2000, Federal Negari Gazeta, 6th Year 
No. 25, 91h March 2000, hereinafter Ethiopian Water Resources Management Proclamation, Art 11 ( la); 
Pursuant to Art 3 1 orthe Regulation, Water Resource Management Regulat ion No 11 5/2005, Federal 
Negaril Gaze/a, 11 th Year No 27, 29th March, 2005 hereinafter Water Resource Management Regulation, 
charges for use of water shall be determined by the Council of Ministers. However, before these water 
resources management laws it was the EEA, representing the concerned authority, that was empowered to 
issue the required water use permit, see Electricity Proclamation, Art 26 
2J8 Rura l Electrification Fund Establishment Proc lamation No. 3 17/2003 , Federal Negarit Gazeta, 9'h Year 
No. 35, 6'h February 2003 
239 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 

utili zation for the general public? 

In federally structured countries like Ethiopia, establishment of dual regulatory system is 

a necessary requirement for the proper administration and utilization of hydropower 

resources, especially for modern energies. Thus, at the federal level we find two 

government organs legally authori zed 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 undertake 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 authorit/4J
, or regional states water bureaus, as may be 

appropriate, is a mandatory requirement. 

The other equally important points to be raised here are the question of the ri ghts of 

riparian and land use in the generation of electricity from hydropower particularly at 

"small-sca le" level.242 Accordingly as far as water use permit is concerned Art 1244 of 

the Civil Code243 provides: "only those undeltakings which have been granted a 

concess ion by the competent authority may do work on rivers with a view to distributing, 

or selling hydrauli c power." The issue of identifying competent authority to grant 

concession or "exclusive license" may vary and sometimes be difficult to solve the 

problem especial ly when conflicting interests are involved. 

240 See the different organizational structures of states at infra note 374 and associated texts 
241 See Ethiopian Water Resources Management Proclamation, Art I l(1a) and Water Resource 
Management Regulat ion, Art 31 
242 This is because mainly at this level run-off rivers could be used. On the other hand if dams wi ll be lIsed 

detail env ironmental impact assessment must be prepared based on the appropriate laws, e.g. 
Environmental Impact Assessment Proclamation No 29912002, Federal Negarit Gaze/a, 9th Year No II, 3rd 

December 2002; Electricity Operations Regulation , Art 3{ I c & 3), that may inc lude relocat ion of the 
affected res idents; sec also Expropriation of Landholdings for Public Purposes and Payment of 
Compensation Proclamation No 45512005, Federal Negaril Gazeta, II '" Year No 43, 15'" July, 2005, Art 3 
243 C ivil Code of the Empire of Ethiopia Proclamati on No 16511960, Negaril Gazeta, 19'" Year No 2, 5'h 
May 1960 
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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 

concession or "exclusive license" on local or non-trans-boundary ri vers. In addition, EEA 

could also be taken as competent authority in issuing Ii censes244 for the generation of 

electricity from hydropower sources from both local and trans-boundary rivers. In such 

situation identifying the relevant competent authority among these different federal and 

regional state institutions needs careful analysis of the legal and local interests involved 

in each individual case and avoids or reduces possible conflict of interests. 

Moreover, land and all natural resources are taken as exclusive propeliy of the state and 

the peoples of Ethiopia. 245 As regards land, rural or urban administrators or other 

appropriate higher regional or federal 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 could be 

carri ed out by public entities, private investors, cooperative societies or other relevant 

organs247 Since electricity generation, transmission and distribution activities are one of 

public utility/service activities248 land related issues of the industry are also covered 

under this proclamation. This same proclamation also contains various provisions in 

relation to the determination of compensation to the displaced persons249 

On the other hand, Ethiopia is endowed with hydropower resources suitable for large­

scale, "small-scale" (i.e . pica, micro, min i, small) , and medium sized power generation 

that are unevenly di stributed throughout the different parts of the country?50 

244 The power of EEA is to issue license, i.c. do not include granting of concession or "exclusive license" 
245 FDRE Const itution, Art 40(3) 
246 Expropriation of Landholdings for Public Purposes and Payment of Compensation Proclamation No 
45512005, Art 3( I) hereinafter Compensation for Expropriation of Landholdings Proclamat ion 
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 addition to large-scale hydropower 
projects there are more than 5000 potential sites for "small-scale" hydropower projects. See Fekadu 
Shewarega; NIiCl'o Hydropower - Current Constraints and Future Prospects; in: Ethiopian Journal of 
Electrica l Engineers, Vo l. I No I, June 2000 
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Nevertheless, in the energy sector we find a single regulatory organ established only at 

the federal level , i.e. we do not find corresponding 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 important areas of regulatory activities of the 

EEA are: I) li censing; and 2) tariff study and upon approval 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. Electricity Proclamation as well as regulations and 

directives issued thereunder)25t Accordingly, an applicant for license is required to 

submit to EEA, illter alia, 

» feasibility study of the project (i.e. social 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 envtronment 

along with mitigation, restoration or reclamation plan including resettlement 

program for displaced residents, and its estimated costs of implementation of the 

plans);253 

» documents showing the applicant's financial situation, technical competence and 
. 254 expenence, 

» construction and installation design;255 

2" Electricity Proclamation, Art 6(4); In addition, pursuant to Art II of the amended Investment 
Proclamation , Investment (Amendment) Proclamation No 375/2003 , Federal Negarit Gazeta, I O'h 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 sale of electrical energy. 
m Electricity Operations Council of Ministers Regulation No. 4911999, Federal Negarit Gazeta, 5'h Year 
No. 52, 20'h May, 1999, hereinafter Electricity Operation Regulation, Art 3(1 b, & 2 ) 
253 [b id, Art 3( lc) Nevertheless, currently environment impact assessment is given to Ethiopian 
Environment Authority or regional environmental agencies, as may be appropriate; See Environmental 
Impact Assessment Proclamation, Arts 3, 4, & 5 
254 Electricity Operations Regulation, Art 3( I d) 
"' Ibid, Art3( lc) 
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of course, including payment of fees for the publication on two success ive issues of 

newspapers which have wider circulation in the country, and advertisements to be 

announced on the Radio and TV for three consecutive days256 

All these mandatory licensing requirements need high financial , time, technical & 

professional resources which may be beyond the ability of the applicant to bear it. Por 

example, a person living in a remote rural area who wants to generate electricity to 

provide for a small village from a local small run-off river with an installed capacity of 2 

KW is required to travel to Addis Ababa to get a license for the generation, and possibly 

distribution & sale of electricity to be issued by EEA. In addition the applicant is required 

to submit, together with his 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 equally 

important for "small-scale", particularly at pica and micro level electricity generation 

mainly using run-off rivers. In sum, dual regulatory framework should be devised so that 

states will be able to fi·ame their legal and regulatory frameworks based on their peculiar 

situations, e.g. resource availability, marketability of the generated electricity, etc. Hence, 

EEA's regulatory activities have to be restricted to cases handled on ly at federal level. 

On the other hand, as regards tariff setting, the EEA does not have the power to decide 

the tariff of electricity on its own . The authority of EEA is restricted only to study and 

recommend the price of electricity and upon approval to supervise its implementation.257 

If thi s is so, one can safely say that EEA is not a "pure" economic regulator in the strict 

meaning of the term. However, Part IV of Electricity Operations Regulation provides the 

general principles and mechanisms of studying and deciding electricity tariffs258In 

addition, EEA is mandated to issue detailed pricing procedure found appropriate to 

determine electricity tariff.259Prom all these provisions one can argue that it will be much 

better to give full power to EEA not only to study and recommend the tariff of electricity 

but also to decide electricity tariffs based on the genera l principles provided under the 

256 Ibid, Art 9( I & 3) 
257 Ibid, Art 6(5) 
258 Ibid, Arts 26-34 
259 Ibid, Art 32(2) 
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above mentioned electricity lega l 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 deve loped and developing countries show that the credibility and 

success of a regulatory framework depends on the strength of concemed institutional 

instruments.26o 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 utilization to modem energies, 

electricity, through hydropower resources the country needs not only dual regulatory 

framework (i.e. both at federal and state levels) but also 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 establi shed by govemments both at 

federal and state levels to reali ze their objectives on the basis of the available policy and 

lega l frameworks including relevant NGOs destined for the development of the resource. 

The second institutional instrument relates to the different organizational fonns used for 

investors' patticipation in hydropower for the production of electricity, i.e. it may be 

based on the existing Com C261 or Co-operative Societies laws.262 In order to clearly 

understand the different features of these two institutional frameworks let's see each 

institutional instrument separately. 

Govel'lllllelltal, and NGO illstitlltiollal illstrlllllellls: 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 institutional Foundations ofRegulalOlY Commitment: A Comparative 
Analysis afTelecommunication Regulation, Journal of Law Economics and Organ ization, V 10, No.2, 
(1994) , P 202 
261 Commercial Code oflhe Empire of Ethiopia, Proclamation No. 16611960, Negarit Gazeta. 19'h Year, 
No.3, 5'" May 1960 
262 Cooperative Society Proclamation No 14711 998, Federal Negarit Gazeta. 5'h Year No 27, 29'h 
December 1998 hereinafter Cooperative Society Proclamation 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 Professional & Civil Society Institutions,264 

STYC,265 etc. 

As regards the utilization of hydropower resources oftbe country for modem energies we 

can classify the activities of these institutions into three categories. In the first category 

we find those institutions involved with large-scale 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 & Civil 

Society Institutions, STYC; and in the third category we find institutions involved in both 

"small-scale" and large-scale 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 level; and others 

are NGOs established and working at both federal and state levels. Thus our next 

di scuss ion bases on this classification. 

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 

installed capacity in electricity generation (i.e. 767 MW) is based on hydropower 

resources mainly through large-scale generations266 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 Proclamation No. 269/2002, Federal 
Negarit Gazeta, 8'h Year No. 16, 31" January, 2002 hereinafter EREDPC Proclamation 
264 Regarding Professional Societ ies (e.g. Electrical, Mechanical, Economics, etc Professional Societies). 
and Civil Societies (e.g. Consumer, Saving and Credit, Agricultural Cooperatives, etc. Societies) could play 
great role in the field 
265 STye developed good experience in the manufachlring of turbines, drives and steel penstocks for 
church related clients and rural communities; see Energy Access Project, supra note 3, p 23 
26(, EEPCO Facts in Brief2007, Addis Ababa, March 2008 
267 , Ethiopian Electric Power Corporation: Highlights 011 Power Sector Program (Generation alld 
H. II Transmission System [2009-2018 G.c.]), , i.e. Ethiopian Power Systems Expansion Master Plan 
Update (EPSEMPU), June, 2008 
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In the future is based on large-scale hydropower resources268 Accordingly, in the year 

2026 GC, EEPCO planned to make the installed capacity of electricity of the country 

13 958 MW, which is near wholly based on large-scale hydropower sources. 269Feasibility 

studies of these large-scale hydropower sources are prepared on ly by the MOWR. 270 

On the other hand, generation of electricity from "small-scale" hydropower sources both 

by EEPCO and private sector (including NGOs, Cooperatives, 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 

projects are in the process of dispursement from the trust agent, i.e. DBE.271 Otherwise, 

currently there is no regi stered private investment in the generation of electricity from 

both large-scale and "small-scale" hydrpower sources albeil the country has more than 

45000 MW hydropower potential. However, the invo lvement of STVC in manufacturing 

of turbines, dri ves and steel penstocks and supplying to EECMY for its development of 

pica hydropower,272is encouraging and has to be supported by concerned institutions. 

investors' orgallizational forms: The definition of organizational forms here should be 

understood only to the lega l 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) limited partnership; 5) share company; 6) private limited company. 273 On 

the other hand, provisions applicable to cooperative societies are provided in other 

special laws.274 Thus, pursuant to the Com C persons who profess ionally and for gain 

268 Ibid, pp 5-9; see a lso Annex IV 
269 Id 

270 Personal communication wi th Planning Departments of the MOWR and EEPeO, respectively, however, 
for "small-scale" hydropower projects the authority mainly lies on energy bureaus of regional sta tes. 
271 _ _ ;Rural Electrification Executive Secretariat, Status a/Rural Electrification Fund Project Activities, 
August 2, 2008; and personal communication with Ata Amare Hadgu, Coord inator of the REFAS 
272 Energy A ceess Project, supra note 188, p 23 
27J Com C, Art 212(1) 
274 Ibid, Art 2 I 2(2), and see Cooperative Society Proclamation 
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produces, distributes and supply electricity shall be deemed as traders. 275Commercial 

organizations engaged in such activities of producing, distributing and suppl y of 

electricity are always deemed to be of a commercial nature/ 76 which needs to be 

licensed,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 partnership is taken as a mere partnership 

with no power to carryout trade activities, otherwise will be taken as general 

palinership. 279 Accordingly ordinary partnership is not a suitable fOl1n 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 Ali 271 of the Com C joint venture is nothing but a partnership 

agreement made between paliners. 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 patiner owns his contribution and where no manager is 

appointed the management of the venture lies 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 sa lient features of general 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 palinership,2842) in commercial partnership 

m Com C, Art 5(13) 
276 Ibid, Art I O( I) 
277 Electric ity Proclamation, Arl 10( 1) 
278 Com C, Art 100(1) 
279 Ibid, Arls 227 & 255 
180 Ibid, Art 272( 1) 
281 Ibid, Art 272(2) 
282 Ibid, Art 272(3) 
283 Ibid, Art 274( I) 
184 Ibid, Art 280( I) 
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mode each partner shall have the status of a trader, 2853) where no manager is appointed, 

each partner shall be a manager28GThis means in general partnership each partner has 

wider rights and duties in relation with the undeliakings of the partnership, which may be 

suitable for some types of investments like pica while for others including micro, mini, 

small, medium and large-scale hydropower development might not be suitable on the 

same reason as stated in the above joint venture di scussion. 

Limited partnership: Pursuant to Ali 296 of the Com C a limited partnership comprises 

two types of partners. Accordingly general partners are full y liable personally, jointly 

and severally while limited partners are only liable to the extent of their contribution. If a 

limited partner acts as a manager hi s liability shall be the same as that of general 

partner. 287 In limited patinership form of business organization general partners in 

addition to their rights and obligations as partners in general palinership may be 

appointed as managers2 88Limited partners may inspect the books of the firm and may 

call for the account. 289 In addition , unless the manager/s and the majority of limited 

partners agree shares may not be assigned290 Of course, one may argue that limited 

partnership mode of business organization can be used for pica, micro and mini 

hydropower developments, but, I believe, it is very difficult to use it for megawatt level 

power generation on the same reason provided in the above two di scussions. 

Share company: According to Art 304 of the Com C a share company' s capital is fixed in 

advance and di vided into shares. It has its own legal personality. Members are liable to 

the extent of their shareholdings, i.e. liabilities are met only by the assets of the 

compan/ 91
• Membership and minimum capital of a share company shall not be less than 

five292 and fifty thousand Eth Birr29J
, respectively. A share company may be formed 

285 Ibid, Art 280(2) 
286 Ibid, Art 287(2) 
287 Ibid, Art 30 I (3) 
'" Ibid Art 300 
'" Ibid: Art 30 I (6) 
290 Ibid, Art 302 
291 "Piercing the corporate veil" doctrine in which directors may be held liable towards third party creditors 
where the directors have failed to preserve intact the assets of the company is 8n exception to corporate 
limited liab ility; Ibid, Art 366 
292 Ibid, Art 307( I) 
'93 Ibid , Art 306(1) 
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either among the fou nders,294 or by public subscription295 to be made through 

prospectus2
% 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 assoc iation), 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 

ri ghts298 inter alia preference shares299 and dividend sharesJOO are taken as the main ones. 

A share company shall have 3-1 2 member board of directors who elects the chairman and 

appoint the general manager and the secretary301 The general meeting sha ll also elect one 

or more auditors and ass istant auditors,J02 whose main functions are inter alia to audit the 

books and securiti es of the company, to verify the correctness and accu racy of the 

inventories, ba lance sheets and profit and loss accounts, and submit same for annual 

general meetings . JOJIn addition, based on the issues involved and the manner of calling, 

meeti ngs of shareholders may be ordinary, extraordinary, or special 304 The Com C al so 

contains detail provisions on debentures, acco unts, amendments to the memorandum and 

articles of association , and disso lutio n and winding-up. The above brief discuss ion show 

that share company could be one of the ideal and best alternative in the area of electricity 

generation from hydropower sources for commercial purposes that rcquircs huge capital 

for which public participation is paramount. 

Private litnited company : Members of a pic shall not be less than two or more than fifty 

and are liab le to the extent of their shareholdings. lOS 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 known as closed share company 
295 Ibid, Art 3 17 
2% Ibid, Art 3 18 
297 Ibid, Arts 325( 1 & 2), and 340(1) 
"' Ibid, Art 335(1); "A ll shares of the same c lass sha ll have the same par value and the same rights" !d, (2) 
299 Ibid, Art 336(1); Such shares enjoy a preference over other shares, such as a preferred right of 
subscri pt ion in the event of future issues, or ri ghts of priority over profits, or assets or both, Id 
300 Ibid, Art 337(1 ); Note that these arc shares bought using either div idends or reserve funds without 
however reducing the capital of the company 
)0 1 Ib id, Arts 347-67 
)02 Ibid, Arts 368( I) 
)0) Ibid, Arts 374 & 375 
)04 Ibid, Arts 388-428 
)0' Ibid, Art 510(1 & 2) 
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form of transferable securiti es306 At a minimum the amount of a share shall have ten Eth 

Birr with equal value and a member may hold more than one share307 Share transfer 

between members is not restricted while share transfer outside the company shall be 

approved by majority members representing three-quarter of the capital 308 The 

management of a pic is taken by one or more managers who may be members3 09 Where 

there are twenty or more members, decisions shall be taken at meetings of the members 

and auditors be appointed3lO 

Due to various reasons that may include establishment and management simplicity 

nowadays ninety per cent of business organizations in Ethiopia take pic form. lll Pic 

could be taken as one of the options for those who wish to invest in the generation of 

electricity from hydropower sources particularly at "small-scale" level. On the other 

hand, generation of electricity from hydropower sources at large-scale level through pic 

needs due care and study to avoid possible difficulties inherent in pic mode of business 

organization. 

Co-operative societies: Cooperative societies are establi shed by individuals on voluntary 

basis with similar needs for creating savings and mutual assistance among themselves by 

pooling their resources, knowledge and propelty that are necessary to enable them to 

participate actively in the free market economy system3 12 Hence cooperative societies 

could be established at federal or state levels and engaged in either production or service 

rendering activities, but at any time with not less than ten members313Every cooperative 

society is required to have its own by-law and legal personality to be effective upon 

registration by appropriate authority3 14 In general the liability of cooperative society is 

limited, i.e. every cooperative society shall not be liable beyond its total assets.315Every 

306 Ibid, Arts 5 12( I) and 5 11 (3) 
30' Ibid Art 512(2 & 3) 
308 Ibid, Art 523( I) 
309 Ibid, Arts 525( I) and 527( I) 
JlO Ibid, Art 525(2) 
31 1 Booz Allen Hamilton, Ethiopia COIJIlJlercial Law & institulional Reform and Trade Diagnostic, United 
States Agency for International Development (USA ID), January 2007, p 19 
312 Preamble of the Cooperati ve Societies Proclamation 
Jl3 Cooperalive Societ ies Proclamation, Arts 7( I) and 6(1 & 3) 
3 14 Ib id, Arts 7(2), II , I O( I) 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 participation in the society, to elect and be elected316 

As regards the management of cooperative societies it is provided that every cooperative 

soc iety shall have a general assembly (i.e. as a supreme organ), management and control 

committees, and, in addition other sub-committees that may be established pursuant to 

the by-laws of the society.3IJCooperative societies are exempted from trade licenses in 

their business activities .318Shares can only be sold to member and non-members (i .e. only 

when a society faces shortage of capital) after securing the decision of the general 

assembly.319 This general overview exhibits that cooperative societies could be taken as 

one alternative in the generation and supply of electricity projects from hydropower 

sources mainly at pico, micro and mini levels especially in rural areas of the country. 

We have seen summarily the different organizational options avai lab le under the 

Ethiopian 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-scale" like for instance, cooperative society, 

limited partnership while others such as share company and pic can be used for both 

large-scale and "small-scale" hydropower development for the generation of electricity. 

The main reason for the emphasis given to the organizational/institutional aspect is that 

energy resource developments especially electricity generation from hydropower sources 

are not only capital intensive but also associated with different types of ri sks that requires 

the involvement of many stakeholders suitable both for spreading of the risks to those 

better able to manage it and that offinancing.320 

Empirical studies of some developing countries, e.g. Nepal, Philippines, Bangladesh, 

Uganda, etc. show us that cooperative societies played great role particularly in rural 

JI " lbid, Arts 18( 1) and 14(1) 
JI7 Ibid, Arts 20-27 
Jl 8 Cooperative Societies (Amendment) Proclamation No 40212004, Federal Negarit Gazeta, 10'" Year No 
43, II ," May, 2004, Art 9(6) which provides "A ny cooperative society which has been legally registered 
pursuant to Sub-Art 30f this Article shall engage ill any business as of the date of registration without the 
necessity of securing additional trade license." 
J" lbid, Art 16(1 & 6) 
J20 Head, supra note 28, pp 46-53; 

S6 



communities to attract equity finance for generating electricity from micro and mini 

hydropower sources that can be used in Ethiopia by taking the above organizational 

modes of cooperatives. In addition, share companies are also useful in attracting public 

participation for both "small-sca le" and large-sca le electricity generations from 

hydropower sources. PIc, limited and genera l partnerships forms of business 

organizations also have their contribution in the area if properly addressed. 

In general , as compared with the potential that Eth iopia has in hydropower resources its 

utilizat ion for generating electrical energy is found at the velY lowest stage. Diffe rent 

justifications could be presented to substantiate the reasons behind this lowest level, e.g. 

economic, cultural, political, etc. Nevertheless, policy, legal, 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 & foreign) investment should be clearly stated. For 

example, FIT law method can be taken as an option to encourage private investment in 

the generation of electricity from "small-sca le" hydropower source. 

In the area of lega l framework the existing FORE Constitution does not mention 

electricity as part of the concurrent legislative li st whereby both the federal and states 

could devise legal instruments that helps them to properly manage and utili ze 

hydropower reso urces for generating electricity at their respective mandates. The ex isting 

regulatory and institutional instruments of hydropower especially in the area of electricity 

need revision in a way they comply federal/state structure that the country is following. 

In addition, both regu latolY and institutional frameworks not only need to be strong, 

sustainab le, and credible with clearly stated roles and objectives in place, but also they 

need strong vertical and hori zontal cooperation as well. Organizationally pIc, share 

company, and cooperative society approaches can be taken as favorable alternatives for 

the development of hydropower resources to generate electricity in the Ethiopian context. 

57 



4.2 Bioenergy, Geothermal, Solar and Wind Energy Resources: Policy, Legal, 

Regulatory and Institutional Frameworks 

4.2.1 General 

Bioenergy: Bioenergy can be classified into two broad categories, i.e. biomass and 

biofuels32 1 Currently biomass covers more than 90 per cent of the energy demand of the 

country322The major biomass sources are fuel-wood, agricultural residues, dung, and 

human waste, which constitute 79, 8, II and 2 per cent, respectively.323 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 countlY is alarmingly decreasing. 

On the other hand, biofuels are foss il fuel substitutes that can be made from a range of 

organic material s 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 , sunflo wer or palm oil , or from recovered cooking oil 327 

Bioethanol , a petrol substitute, is generally produced from starchy feedstock, such a~ 

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 (5 per cent ethanol and 95 per cent 

gasoline) to be used throughout the countri29 while biodiesel is not being implemented 

J2I Zupanc, supra note 3, PI' 333-342 
322 Personal cOlllmunication with Wit Tsigereda At inafu and Ata Gctnet Tesfaye of EREDPC 
323 Getahull Mages; Rural Electrificatioll: Technical Options, Fillancing Gnd RegulalOlY Issues~ in, 
Symposium Proceedings(EEA),: Rural Electrification Symposium, March 1-5, 2002, P 10 
324 Ibid, P 7 

J25 ; Biofilels fo r Tramport: All Illtem atiollal Perspective (OEeD), In ternat iona l Energy 
Agency(lEA), PI' 25-26, In ternet: http://www. iea.org; last visited May, 2008; 
326 Ib id, P 26 
327 Ibid, I' 33 
"' __ ; UK Renewable Energy Strategy, Department fo r Business Enterprise & Regulatory Reform 
(BERR), White Paper, June 2008, p 16 1; In ternet: www.bcrr.gov.uk/ rencwableconsultation; last visited 
September 2008 
329 Personal communi cation with Ato lshac Soboka, Ministry of Mines and Energy, Energy Department 
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albeit Jastrophallo (type of plant used to produce biodiesel) is in plantation stage at 

different parts of the country for the purpose3J
] In the future biofuels is presumed to 

have its own contribution not on ly for transportation purposes but also for household 

energy uses (i .e. cooking) particularly in the urban areas of the country that have great 

role in relieving the pressure on wood-fuel. 

Geothermal: Geothermal is the other renewable energy resource that Ethiopia is 

endowed, along its side of the Ri ft Valley and in the Afar Depress ion, with a potential of 

about 4000 MW of electricity.Jl2 A pilot geothermal plan t at Aluto-Langano with an 

installed capacity 7.3 MW of electricity was commissioned in mid-1998, but due to 

technical and plant management skill problems after a year of minimized service it was 

who lly stopped. JJJNevertheless, if financial problems are solved it is said that Ethiopia' s 

geothermal potential could be an additional input in providing base-load electricity 

generation 3J4 

Solar Energy: The fact that Ethiopia is located near the equator makes it to have 

s ignificant potential in solar energy resource.ll5 Accordingly the annual average dail y 

solar radiation reaching the ground is said to be 5.2kWh/m2/day, the minimum annual 

average radiation is estimated to be 4.5kWh/m2/day in July to a max imum of 

5.55kWh/m 2/day in February and March that give the country with a technical potential 

of solar energy availability in residential buildings about 1.1 TWh/year. ll6 Empirical 

studies have shown that low power PV generation is viable in the rural areas mainly for 

lighting, water pumping, entertainment, etc.JJJ The main problems associated with PV 

application are high initial cost of PV units, and a need for battery storage, load 

330 Type of plant used to produce biodiesel; Based all the statistical information found at ElA's Statistics 
Office il is prov ided lhat from 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 billion mainly by foreign investors and only 
two projects are at the implementation status in B. G UIl1Z and Orol11ia Regional states while others are 
rOllnd at pre-implementation status 
3J l Personal communication wi th Ata Ishac Soboka, Ministry of Mines and Energy, Energy Department 
m Energy Pol icy, p I 
))) Id; See also Wolde-Giorgis, W., ReneIVables and Renewable Energy for Development in Ethiopia , June 
2002, p 50 
]34 Id 
ll5 SWERA study, supra note 42, p 2- 1 
]]6 Ibid, pp 2- 1 - 2-5 
]]7 Wo lde-Giorgis, supra nole 189, p 238 
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controller, one or more lamps and a power outlet.3J8Statistically there is no registered PV 

appl ication on commercial basis albeit scattered PV, so lar home systems (SHS), are sa id 

to be in use in rural areas of the country for water pumping, school & health institutions, 

. I 339 mUSIc s lOpS, etc. 

Wind Energy: In general , based on the avai lable wind 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)Excellent. J40Based on this classification on ly 7 per 

cent of the total land areas of the country with Moderate-to-Excellent wind sites are sa id 

to be suitable for the generation of electric ity, of which, if areas designated for other 

purposes, e.g. forest land, national parks, towns, roads, settlements, monasteries, airports, 

lakes, etc. are excluded, the practicable potential will be even lesser34 1The tota l wind 

energy potential of the country (i.e. from Moderate-to-Excellent wind categories) is 

estimated to be 890 TWh per year, or 100 GW for grid based electricity, which makes 

Ethiopia's wind energy potential comparatively low3 42 EEPCO has finalized deta il 

feasibility studiesJ4J on two sites, i. e. at Ashegoda and Mesobo-Harena wind parks, near 

338 Id; and see Getahul1, supra note 322, p i S; According to the study it is found that "the 1110St basic Solar 
Home Syslem Kils [PYI has a 10 Wp module and 8 Wp lal11p and will provide light for abO UI four hours. A 
20 Wp kil consists of a power outlet for radio or other equipment and wi ll provide doub le the electricity of 
that of 10 Wp kit. This is sufficient for two lamps, or one lamp and a radio-cassette player fo r around four 
hours. A typical medium-range kit has a 50 Wp module, which provides an average of around 180 Wh per 
day", Getah un, Id 
l39 SWERA study, supra note 42, pp 2-5 - 2-2 1; Wolde-G iorgis, supra note 185, pp38-39 
]40 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 , • 
\Villd resource Wind class Wind power Wind speed Total area (km' ) 
category Density (W/m2) @50m (m/s) 

Poor 1 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 
Excellent 5 500-600 7.5 - 8.0 6,529 
Excellent 6 600-800 8.0 - 8.8 3,8 14 
Excellent 7 Above 800 Above 8.8 1,7 15 
Total area covered by Marginal-to-Excellent wind regions 740,376 
Taken from SWERA study, p 3-4 

34 1 Ibid, pp 3-5 - 3-6; these wind sites are found on high terrains such as ridges and mountain tops which 
are mainly locaIed at the edge of the highlands Ihal formlhe great east African rift va lley, Id 
342 Ibid, PI' 3-4 - 3-8 
343 __ ; Feasibility Study for Wind Park Development in Ethiopia and Capacity Building: Ashegoda 
Wind Park Site (Final Report), GTZ ITERNA Wind Energy Programmel, 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 million 344 

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 particularly 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 sources348The existing forest development policy allows that individuals, 

associations and organizations can participate in the development of forests intended as a 

source of nlel-wood purposes349 

The abuve policy frameworks of the country treated bioenergy, geothermal, solar and 

wind energy resources either very summarily 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 

avai lab ility, marketability, technological compatib ility, etc on spatial bases to be 

achieved in a given time frame. What is more, in order to make a shift from traditional 

energy utili zation (which is economically, environmentally, socially, and healthily found 

annexes; __ ; Feasibility Study for Wind Park Development in Ethiopia and Capacity Building: 
Mesobo-Harena Wind Park Site (Final Report), GTZ rrERNA 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 fe lt thanks to Ato Kebede Walelu , Wind Power Study Project Coordinator, for a ll his 
support by providing me all the soft copies of the fea sibility studies and relevant information of the topic. 
344 Personal discussion with Ata Kebede Walelu, Id 
345 Rural Development Polic ies & 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 Biofuel Development and Utili zation Strategy, Ministry of Mines and Energy, August 2007 
348 Energy Policy, Secl ion 6. 1.2.2 
349 Policy & Strategy on forest development, conservation and utiliza tion, 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 detail policy instruments of 

a sui generis type. Once appropriate, clear and detailed policy instruments are there it will 

be easy for the lawmakers to frame the required law destined to achieve a defined 

objective. 

4.2.3 Legal framework of bioenergy, geothermal, solar and wind energy resources 

There is no one integrated legal instrument that administers all renewable energy 

resources in a single sectored structure. In other words all the above stated renewable 

energy resources are treated and administered under different laws and institutions . 

Hence matters related with biomass particularly fue l-wood are covered by Forest 

Development, Conservation and Utilization Proclamation350which among other things 

provided that there shall be private forest and state forest types351 and allowed private 

individuals, associations, government or non-govel11ment organizations to have the right 

to obtain rural land in areas designated for forest development that may be used for 

commercial purposes.352The administration and conservation of forest lands are divided 

between federal and state governments353 The Proclamation does not provide provisions 

that allow forest development and administration specifically 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, 

stUdying, improving and promoting such energy resources as suitable to the rural areas of 

the country 354 

Geothermal is considered as one type of mineralJ55 the licensing and administration of it 

is handled only at federal level through the Ministry of Mines and Energy356 

Development of geothel111al energy at large sca le tbat includes electricity generation 

'50 Forest Development, Conservation and Util izat ion Proclamation No 542/2007, Federal Negaril Gazela , 
13'" Year No 56, 4'" September, 2007 hereinafter Forest Proclamation 
35 ' Ibid, Art 3 
352 Ibid, Art 4 & 6 
353 Ibid, Arts 17 & 18 
35' lbid, Arts 2(1) & 6(1 , 3 & 5) 
J55 Mining Proclamation No 5211993 , Negaril Gazela, 52" Year No 42, 23'" June 1993, Art 2(14) 
35. Ibid, Arts 14( 1), 20(3); Mining (Amendment) Proclamation No 11 811 998, Federal Negaril Gazela , 4'" 
Year No 47, 23,d June, 1998, Art 46(1) 
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requires environmental impact study based on the existing environmental laws of the 

country357 

The legal frameworks for solar and wind energy resources fall under the broad 

categorization of "energy" resources and technologies suitable for rural areas of the 

country.358 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 technologies; study the production, di stribution , utilization and conservation of 

affordable and efficient energy resources and technologies and promote same via private, 

public, etc. sectors359 

4.2.4 Regulatory framework of bioenergy, geothermal, solar and wind energy resources 

Regulatory frameworks of bioenergy, geothermal, solar and wind energy resources fall 

either under federal or state jurisdiction based on the enabling legal instruments of each 

one of the energy resources mentioned herein. Thus biomass, solar and wind energies 

may be regulated both at federal and state levelsJ60 while geothermal resource for 

generating electricity can only be regulated al federal leve l361 When we see each of the 

energy resources stated herein for making use of as a source of modern energy we can 

easily observe that all lack proper regulatory instrument both at the federal and state 

levels. For example, regarding biomass in general and fuel-wood in particular the Forest 

Proclamation does not clearly spell out the regulatory approaches to be followed for the 

forest land designated for commercial use at both the federal and states level.J62 

J57 Ibid, Art 46(2h); Environmental hllpact Assessment Proclamation No 299/2002, Arts 2(2, 3, 4, 7 & 8), 
3,4 & 5; Environmental Pollution Control Proclamation No 30012002, Federal Negari/ Gaze/a, 9'h Year 
No 12, 3'" December, 2002, Arts 2(5, 6, 8, 9, II & 12),3,4 & 6 
358 EREDPC Proclamation, Arts 2( 1), 5 and see I", 2"d, & 3'" paragraphs of the preamble 
359 Ibid, Art 6( I, 3 & 5) 
360 These energy resources are more of site specific and usually do not intersect between/among states 
requiring federa l regu lat ion, for coordinating the technical and for uniformity in the standardization 
purposes federal intervention may sometimes be called, though 
361 FDRE Constitution, Art 2(a), accordingly the House of Peoples' Representatives is authorized to enact 
specific law in relation to natura l resources and geothermal is considered as one of natural resources; also 
see Mining Proclamation 
362 Forest Proclamation, Arts 2(5, 6 & 9), 3, 6, 7 & 8; The "regulatory instrument" ava ilable in the case of 
biofuels are : "Strategy for the Development and Ut il ization of Biofuel" approved by the Council of 
Mi nisters on August 2007 the follow-up to be undertaken through Ministry of Mines and Energy 
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The other federal organ wOl1h mentioning here is the EREDPC where its activities with 

regard to biomass, i.e. not only fuel-wood but also animal dung and agricu ltural residue, 

lies in identifying, studying, promoting and providing consultative services in relation 

with the production , distribution, utilization and conservation of such resources and 

technologies suitable for the rural communities363 Accordingly different technologica l 

options are being promoted by EREDPC suitable to rural communities fi'om the point of 

view of inter alia efficiency and affordabi li ty364 

There is no clearly known regulatOlY tool specifically destined for solar and wind energy 

resources either at the federa l or states levels. However, regulatOlY 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 whi le for biomass, wind, and solar power generations are 20 years366 subject 

to renewals based on the fulfillment of cel1ain conditions367 

On the other hand, regional states may regulate geo'thermal energy resources only up to 

15 meters depth of we ll fi'om 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 

paI1icipation in the generation of electricity from geothelmal, solar and wind energy 

resources some type of price adjustment or incentive requires to be made as paI1 of the 

regulatory framework. 

363 EREDPC Proclamation, Arts 1,2 & 5; Of course, such activit ies of the EREDPC may not be called as 
regu latory from the strict meaning of the term, ' regulation' 
364 Personal communication with the relevant EREDPC officials including Wit Tsigereda Atinafu 
365 Electricity Proclamation, Arts I 0(1) and Electricity Operations Regulation, Arts 3( I, 2 & 3) and 4 
366 Directive for Maximum Duration of License for Non-hydropower Generation Plants for Commercial 
Purposes No 112005, Ministry of In fras tructure, 2005 Addis Ababa, Art 5; found in EEA Library 
367 Ib id, Art 6 
368 Mi ning Proclamation, Art 14( I) 
369 mainly due to economies of scale 
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4.2.5 Institutional framework of bioenergy, geothermal, solar and wind energ/ 70 

The institutions responsible for bioenergy, geothermal, so lar and wind energy resources 

are fo und both at federal and states levels. At the federal level we find different 

governmental insti tutions that include among others: I) MOME and MOTI, regard ing 

ethanol and biofuel; 2) EREDPC & REF AS regarding biomass, so lar and wind; 3) 

Ethiopian Geo logical Surve/7t
, regarding geothermal; and 4) EEA, regarding investment 

permits,372 li censing and regulating electrici ty generated from anyone of these renewable 

energy resources. Of course, MOE, MOH, MOARD, etc are other federal institutions 

now playing great ro le in di sseminating patticularly solar and wind energy equipments in 

relation with rura l education, health , irrigation and drinking water, and for 

telecommunication purposes. For example, REFAS rece ived 169 and I loan applications 

fo r generating electrical energy from solar home system, and wind energy sources, 

respective ly.373 On the other hand, at regional states level we fi nd energy bureaus and 

offi ces with vary ing mandates.374 

The other institutional structures wOIt h mentioning here are the different NGOs operating 

in regional states especia lly with electricity related developmental ohjectives of the rural 

areas, e.g. EECMY, Irish Aid, Sidamo Development Corporation, Ethiopian Rural Self­

Help Association, etc could patticipate not only in "small-sca le" hydropower but also 

through solar, wind, geothermal, and that of biomass energies . In sum the existence of 

strong and committed lega lly established institutions both at the federal and regional 

levels intended for making a shi ft from traditional energy utilization to modern energies 

fac il itates ma inly through afforestation, electri city from solar, wind, and geothermal 

370 The di fferent institutional frameworks dealt in hydropower sub-topic of th is Chapter mutatis IIIl1/alldis 
applies herein too 
371 Geo logical Survey of Ethiopia Establishment Proclamation No 19412000, Federal Negarit Gazeta, 6'" 
Year No 22, 7''' March, 2000 hereinafter GSE Proclamation 
m Investment (Amendment) Proclamation No 37512003, Federal Negarit Gazeta, 10'" Year No 8, 28'" 
October, 2003, Arts 23 (2) & 41 in which EEA is delegated to issue investment permits in relation wi th the 
generation, transmission and supply of electricity. 
373 __ ; Rural Electri fi cat ion Execut ive Secreta riat, Status of Rural Electrificatioll Fund Project Activities, 
August 2, 2008; Personal communica tion with Ata Amare Hadgu, Coordinator of the REFS Office 
374 The different bureaus, agencies and offices in which energy and related cases handled at different 
regional states are ca lled: Water, Mines and Energy Bureau in Benshangul Gumz, Tigrai, Gambela, and 
Harari Regional States; Mines and Rural Energy Resource Development Promotion Agency in Amhara, 
SNNP, and Oromiya; Mines and Energy Resource Development Bureau in Somali; Mines and Energy 
Resource Development Office 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 modem 

energies pal1icularly through solar, wind, and geothermal where most of them are said to 

be capital intensive type of investments and associated with different risk 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 

In many developed and developing countries of the world both in the past and at present 

it is not uncommon to find govemments' involvement, of course, at varying degrees in 

the development and regulation of their respective electriciti75 industry. Different 

reasons are forwarded to justify such involvements inter alia: 

~ the existence of success ive 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 distribution activities 

which stimulates vertical integration within a single company; 

~ traditionally electricity 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 

stability, reliability of suppl y, 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 rise to the government or its special purpose company, usually 

established through special laws with monopoly power, to have a total grip in the 

operation of electricity in a vel1ically-integrated structure based on a high degree of 

375 Cameron, supra l10te 63, p 7; Electricity is a secondary form of energy that derives from various primary 
natural energy resources, e.g. hydro, geothermal, solar, wind, gas, oil, coal, uraniulll 
376 Ibid, pp 5-6 
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centralized planning with tight control. [n addition, on such a structure the price/tari ff of 

electricity are always determined on the basis of "historical cost" .3770n 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 risk, and did not 

suffer if it failed.,,1 78 

4.3.2 Electricity operations in Ethiopia: past, present and future trends 

Electricity in Ethiopia started during the reign of Emperor Menelik II in 1898 by lighting 

the imperial palace.179 Soon-after, by constructing additional diesel and hydro based 

generating facilities, use of electricity for different economic and light purposes had 

continued mainly in Addis Ababa and few towns of the country380 In 1956, however, an 

independent entity with its own legal personality and organizational structure established 

by Charter No 21311956 under the name of EELPA vested with the powers and duties 

inter alia " to engage in the business of production, transmitting, di stributing and selling 

of electric energy to the public of Ethiopia .... ,,181 Only with minor structural changes the 

chartered EELPA continued for nearly 50 years as so le provider of electrical energy 

throughout the countly until corporatized and changed to EEPCO based on the principles 

of commercialization182. 

The current installed electricity generating capacity of Ethiopia is 763 MW, which is 

nearly one-half of our neighboring Kenya having a population of only one-half of ours. 

Ninety-nine per cent of electl'icity of the country is produced from hydropower sources. 

Diesel generators are mainly used for back-up purposes. Our electricity per capita is 

found nearly 35 K Wh181 which is much below from the average sub-Saharan countries 

J77 Ib id, p 7 
378 Id; Furthermore, it is argued that customers or sometimes taxpayers are the ones to bear the costs 
resulting from the incompetence and bad judgment of those responsible for the decisions, ld 
379 EEPCO 50'" Year - Special Issue, pp I & 33 
380 Id 

lSI Ethiopian Electric Light and Power Authori ty General Notice No 21311956, Nega,.;! Gaze/a, 15'" Year 
No 5, 30'" January 1956 
J82 EEPCO establishment Regulation ; Pursuant to Art 5 of this Regulation EEPCO has been established to 
" ... engage in the business of producing, transmitt ing, distributing and selling e lectrical energy (in 
accordance with economic and socia l development policies and priorities of the Government) and to carry 
on any other related ac ti vities that would enable it to ach ieve its purpose." 
J83 Of course, planned to make it 128 KWh by the year 20 IS 
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per capita3 84 Private participation in the generation, transmiss ion, distribution and 

sale/suppl y of electricity is nearl y non-existent in a century old electricity hi story of the 

country. This trend makes EEPCO to be the only utility not only in the past and at the 

present but also thi s trend will continue in fuhlre electricity development of the country. 

This makes both the estab lishment and the regulatory activi ties of EEA superfluous. 

Nevertheless, the great majority of the rural areas of the country are still without 

electricity. Even those with grid access experience frequent blackouts particularly 111 

summer seasons (i .e. from February - June) when dams face shortage of water. 

4.3.3 Government regulations of the electricity industry of the country 

Starting from the introduction of electricity to the country the government is controlling 

the industry on different structures and settings385 based on vettically-integrated struchlre. 

In other words, a verticall y-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 especially in the 

generation segment of the industry. This type of structure, however, is not unique to 

Eth iopia rather it had been applied in different parts of the world and at different times. 

For example, in the US varying literatures386 confirm that after the 1929 Great 

Depression unti I the 1970s oil cri sis (especially until the 1978 enactment of PURP A) the 

principle of Fordisl mode of capital accumulation on the basis of vertically-integrated 

production and internal economies of scale were the overriding structure of the electricity 

industry of that country .387 While in Europe especially after World War II nationalization 

of the fragmented energy companies and creating a vertically-integrated structure by 

establi shing special pUllJose companies responsible for providing the services on cost 

basis were the dominant approaches until changed by restructuring and privatization that 

384 SWERA study, supra note 42, p 1. 1; Wolde-G iorgis, supra note 185 , p 38 
J85 Start ing from its introduction in 1898 till the establishment of EELPA in 1956 the generation and supply 
of e lectric ity had been very much fragmented, i.c. there was not a single entity lega lly authorized to 
undertake the e lectricity services and activ ities, generation, transmission, distribution and supply, of the 
country in a vertically integrated structure 
386 See Gray. supra note 65 ; Joskow, supra note 67; Cameron, supra note 63, pp 4 - 23, etc 
387 See footnote 87 and associated texts 
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started in UK in the 1980s388 These structural approaches, which are also known as 

"traditional" structure, however, gave way for liberalization of the sector based on market 

principles that encourage competition whenever possible, particularly in the generation 

and retail/supply segments, and applying "regulation for competition" in the transmission 

and distribution or "natural monopoly" segments of the industry389 These later 

approaches are now applied by more or less all developed and many developing countries 

of the world with appropriate legal and institutional adjustments to fit domestic 

institutional stmcture, political style, economic, social, cultural, and above all energy 

resource base of each country390 

The Ethiopian electricity sector went through two stages of development. The first stage 

relates to the period that statis from the introduction of electricity to Ethiopia ( 1898) until 

the time the govemment undertook power sector reform measures in 1996-7. During this 

century long period, the Ethiopian electricity sector had been dominated by govemment 

ownership without any significant registered private investment. The second period 

started in June 1996 by allowing domestic private investors to patiicipate in electricity 

gencration and suppl y activities39 t and then EEA and EEPCO have been established to 

undertake the regulatOlY and operational activities of the electricity industry of the 

. I 392 country, respecttve y. 

EEA was established mainly as ecollomic 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 

electricity. 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 services are efficient, safe , and reliable, of course, by determining (in 

advance) the quality and standard of electricity services sought. On the other hand, 

388 See footnote 109 and associated texts 
389 Cameron, supra note 63, pp 23-24 
J<)() Ibid, P I I 
391 The fi rst investment proclamation that allow private investment in the electricity sector of the country is 
- Investment Proclamation No 37/ 1996, Federal Negari/ Gaze/a, 2'd Year No 25, 18'h June 1996, Art 6( lb) 
which allowed only private domestic investors to participate in the production and supply of electrical 
energy with installed capaci ty of up to 25 MW 
J92 See Electricity Proclamation, and EEPCO establishing Regulation, respecti vely 
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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 far as the country ' s trend is concerned, the aforementioned five malll 

reasons394 may have their own relevance for the government's continued monopolization 

of the electricity industry of the country. 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 realizing such high 

technical ski ll requiring, capital-intensive, high-risk, etc type of investment, especially 

mainly using renewable energy resources, such as hydropower, geothermal, solar, and 

wind. In sum, enacting successive legislations for liberaliz ing the electricity industry of 

the country couldn ' t ach ieve to regi ster any significant result in attracting private sector 

investment thereby changing the status quo. 

Of course, in the past particularly at the beginning of libera lization of the electricity 

industry of the country (i.e. 200 I - 2004) different foreign companies showed their 

interest to generate electricity 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 securi ty if EEPCO fail to honor the PPA.397 Most of these companies not only 

393 Bacon, Robert and Gutierrez, Luis E. ; Global Reform Trend alld Instilutiollal Options / or Sub-Sahara 
Africa; in: Power Sector Reform alld Efficiency Improvements ill Sub-Sahara Africa, Johannesburg. June 
1996, Symposium Jointly Organized by The World Bank Africa Region and Energy Sector Management 
Assistant Programme (ESMAP), December 5-S, 1995, P 103 
39~ See footnote 376 and associated texts 
395 11lvestmcnt Proclamation No 37/1996; Of course, Investment Proclamation has undergone more than six 
amendments whereby. pursuant to Art 5(l a) of the existing amended version, i.e. Investment Proclamation 
No 2S0/2002, Federal Negarit Gaze/a, S'" Year No 27, 2,d July 2002, except in the transmission and supply 
of electrical energy through the Integrated National Grid System, which is an area of investment reserved 
for the Government or joint investment with the Government, investment in electricity in whatever sources 
and without any capacity limits are open for both domestic and foreign investors. 
396 It should be noted that generation and retail segments of the industry could safely be made competiti ve 
397 All these draft PPA s and lAs submitted by these different companies are found in EEA library 
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expressed their commitment but also signed MOU398 with EEPCO and submitted their 

draft PP A and IA to EEPCO and EEA, respectively, for further di scussion and 

negotiation. These draft agreements (i.e. PPA & fA) are very detail with so many 

schedules and annexes, drafted by US & UK highly qualified experts in the field. These 

PPA & IA draft were used for simi lar negotiations in other countriesJ99 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 discussions all the 

companies who signed MOU with EEPCO retreated and in the final analysis none of 

these "projects" become operational. 

As a result there is no meaningful private investment 111 the electricity industry 

particularly in the generation segment where currently the countly is highly in need of 

satisfy ing the rising demand of electricity throughout the country. Thus, the more specific 

issues to be dealt with here are: What are the main causes of these failures? Can all these 

failures be attributable to legal , institutional or regulatory failures? What other causes can 

be furwarded to supplement such failures? What types of new approaches should be 

followed to correct such shortcomings and attract private se(;tor investment? To answer 

these and similar issues the different alternatives available and used internationally have 

to be searched and careful analysis be made to choose the right method based on the 

398 Among the MOU signed between EEPCO and different companies the following are pertinent: 
~ MOU bin EEPCO and MIDROC for Gojeb 150 MW HPP IPP scheme signed on January 2, 200 I; 
~ MOU bin EEPCO and ENERCO for Genale 162 HPP IPP scheme signed on May, 2001; and 
~ MOU bin EEPCO and ENERCO for Awash 40 HPP rpp scheme signed on May, 200 1. 

399 The same draft PPA & IA submitted by Midroc - Gojeb Hydropower Project were also submitted to the 
Ugandan Government for the development of Bujagali Hydroelectric Project by AES Nile Power Ltd 
(AESNP) in a BOOT basis which was negotiated and debated by Ugandan Parliament and finally signed 
for the generation of 250MW electric power with an investment capital of US $ 550 million. Nevertheless 
for different reasons it was 110t implemented. Different analysis and comments are found in the intemet 
inter alia see, __ .The Bujaga/i Power Purchase Agreement - GniJldepelldenl Review; By Prayas, Energy 
Group, Pune, India for International Rivers Network, 1847 Berkeley Way, Berkeley, CA 94703 , USA, 20 
November 2002; Internet: htlp://www.irn.org; last visited October 17,2008 
400 For example Midroc - Gojeb Hydropower Project, which was intended to develop Gojeb Hydropower in 
an installed capacity of 150 MW with an investment capi tal of US $ 350 million on build-own-operate 
(BOO) basis, asked nearly 6 US cent/KWh of energy, which is more than the electricity price Ethiopia 
agreed, during the primary negotiation, to sell to the Sudan, i.e. 5 US cent/KWh by constnlcting more than 
250 kilometer additiona l high voltage transmission line (i.e. 132KY A) extending from Gondar to Shehdi 
(Ethiopia - Sudan border point) and others intended to follow the same trend. 
401 By the same token Midroc - Gojeb Project asked through its draft LA to make all properties of Ethiopia 
including all civil and military aircrafts as securi ty if EEPCO fail to honor any of ils obligations in the PPA 
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political style, economic policy, institutional structure, and of course, energy resource 

base of 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/ levels of 

power sector reform. 

International experiences of the last three decades especially stal1ing from mid­

I 980s402show us that different nations and states of the world, e.g. UK, Chi le, Argentina, 

Australia, New Zealand, Spain, Netherlands, Mexico, Gennany, Finland, Sweden, etc 

have shifted from a vertically integrated structure mainly dominated by public ownership 

to market based competitive arrangement on the basis of private ownership principles. 

This type of radical shift made in the energy sector particularly in the electricity industry 

is termed by some scholars as a shift from "traditional paradigm" to "market-oriented 

paradigm,,.403 Currently in addition to the above mentioned indush'iali zed countries of the 

world developing countries are also making such shift to "market-oriented paradigm". 

The main features of this shift are inter alia: 

~ dis integrating the vel1ically-integrated structure (i .e. unbundling); 

~ encouraging and Supp0l1ing new entrants in the market; 

~ remuneration on the basis of market price not costs; 

~ publication of tariffs for natural monopoly segments (i.e. transmission and 

distribution) ; 

~ establishing an independent regulator, etc.404 

Of course, the extent of application of these features varies from country to country based 

on the institutional structure, cultural background, political sty le, economic policy, and 

energy resource base of each country. For example, UK and Chile, etc had chosen 

privati zation while others like Nordic countries, Australia, New Zealand, Mexico, 

Netherlands, Argentina, etc followed other methods including corporatization followed 

by unbundling405 Nevertheless, the newly market-oriented approach has shown benefits 

<02 In Ihe us such paradigm shift started after PURPA was enacted by US Congress inl978 
40] Cameron, supra note 63 , pp 6-33 
' 04 Ibid, P 8 
405 Reiche, Kilian; Tenenbaum, Bernard; and Torres de Mastic, Clementia; Electrification alld Regulation: 
Prillcip les alld a Model LalV, The World Bank Group, The Energy and Mining Sector Board Discussion 

72 



such as bringing prices down, increasing effic iency and reliability of electricity services 

and improved further private investment in the electricity industry. 

Reform is not a one time action rather a continuous process with different stages or leve ls 

that must be implemented through successive actions. Accordingly countries 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 existing assets and for investment. .. ,,406 Nevertheless, 

for the last twe lve years both the regulator (EEA) and the operator (EEPCO) didn ' t apply 

any additional stages of reform that ensure the power sector of the countlY is undergoing 

conti nuous reform process. 

Investment in the e lectri city sector particularly in the generation segment is not only 

capital-intensive with long pay-back period but also requires high technical skills and at 

the same time associated with different types of ri sks. Some of these ri sks could easily be 

handled by the investor while others either by the utility (EEPCO through PPA), 

government (sovereign guarantee), the regulator (EEA), insurance companies, etc as the 

case may be. For example, the investor should employ skilled personnel , and handle 

some of the ri sks like construction risks, resource avai lab ility ri sks, e.g. availability of 

enough water, geothermal at the required heat and pressure, standard wind speed, and for 

solar sufficient sunshine hours and radiation , etc. 

Furthermore, EEPCO may be required to undertake project 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; hand ling resettlement, compensation, land and 

water rights issues at an early stage; etc407 The regulator (EEA), on the other hand, is 

required to rationalize electricity tariff structure aimed at protecting debt servicing;408 

implementing special incentive program, e.g. FIT law for investors participating 111 

Paper No 18, July 2006, important paper having 44 pages; __ ; Best Practices Guide: Electricity 
Regulation [II Latin America, 10 1 pages important papers, Both papers found in EEA Library 
' 06 Id 
407 Head, slIpra note 28, p 63 
408 Ibid, P 60 
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"small-scale" hydropower, geothermal, so lar, wind, urban waste, etc . electricity 

generation investments; creating a fair and equal playfield and transparent regulatory 

environment whereby both EEPCO and investors easily 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 

expenence in energy sector regulatory reform show that the key element in a "best­

practice" regulatory system lies on the illdependence of the regulator.409 Independence of 

the regulator here means that the regulator'S decisions are made without the prior 

approval of any other government organ, and no authority other than a court or a pre­

established appellate body can overrule the regulator's decisions4 !OThe three institutional 

aspects used to measure the decision making independence of any regulator are: I) 

organizational independence,4! ! 2) financial independence,4 !2 and 3) management 

independence . 4! J 

409 However, for "best practices" regulatory model, in addition to the institutional and legal characteristics 
of the independent regulator model, there also exist the principles and slandards to implement them; 
Brown, Ashley C., Stern, Jon, and Tenenbaum, Bernard; Halldbookfor Evaluating Infrastructure 
RegulatoIJ, Systelll, The World Bank, 181 8 H Street NW, Washington DC 20433, 2006, P 50; According to 
Stern and Holder, in addition to independence the other four important institutional elements used as a 
parameter to test the credibility 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 consultation responses - is followed before decisions are made; 2) accountability (i.e. there is full 
accountability in terms of appeals, including a specific legal right of redress. The accountability of the 
regulator to Courts or parliamen! for fulfilling general legal duties is appropriate without being excessive); 
3) trallsparellcy (i.e. all regulatory documents are available to the public, except where specifically 
classified as confidential and the regulator publishes major decisions as well as the reasoning behind major 
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.; Regu/QIOI JI Governance: Criteria/or Assessing the Peljormance 0/ Regulatol)1 Systems, An Application 
to Infrastructure Industries in Developing Countries of Asia, The World Bank, 1818 H Street NW, 
Washington DC 20433, 1999, P 45 
410Brown, 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 ,finQncial independence means an earmarked, secure, and adequate source of funding 
413 Id, mQIlageme11l independence means autonomy over internal administration and protection from 
dismissal without due cause 
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For example, the power of EEA is on ly "to study and recommend" electricity tariffi'price 

and it is the government usually the Council of Min isters that approve or detel1l1ine the 

tariff/p rice 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 sector.4l5 As part and parcel of independence a regu latory body is 

required to sati sfy other criteria like: "credibility, legitimacy, and transparency" 416 In 

sum, in restructuring the regu latory institution both the international experience on the 

sector and the country's institutional structure, political style, cultural, 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-se rvice 

regu lations) 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 industlY 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 li cense will actuall y be honored.4l8In addition, any regulatory 

system in the electricity industry can also be viewed from two dimensions: regulatolY 

governance (it refers to the institutional and legal design of the regulatOlY system, i.e. the 

4I' lbid, P I I I 
4lS Cameron, supra note 63, p 24 
4168rown, Ashley C., Stern, Jon , and Tenenbaum, Bernard, slIpra note 409 . P 55; In general Credibility 
means that the investors must have confidence that the regulatory system will honor its commitments; 
Legitimacy means that consumers must be cOllvinced 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 
4!7 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 wi ll be required to meet - so it can estimate expected 
costs. In addition, investors need to know for how long they have permission (that is, legal authori ty) to 
provide a service, whether that right is exc lusive or nonexclusive, and whether there will be some 
compensation if the license is take over by another party (for instance, whether there is any compensation 
to the operator if the national g rid 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 
41B ld 
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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 analysis 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 criticized as "clearly hurts economic development".42o It is especially true for 

those private or "community based" investors participating in off-grid rura l electrification 

at pica and micro level. The main reason is that regulation should not be taken as an 

altemative unless it is found "absolutely necessary" to do so. It has to be noted that any 

regulation will cost time and money to comply with. Moreover, the electricity/energy 

regulatory lega l framework is required to mandate "the regulator with explicit authority 

to vary its regulatory rules and procedures (concessions vs. licenses vs. pelmits) 

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 equally imp0l1ant point to be raised here is to know that regulation does not 

exist in iso lation pal1icularly from policy framework (that is, at national and/or 

regional/state level) . This is to mean " regulatory decisions must be consistent with policy 

dec isions".422 For example, in the area of grid and off-grid electrification the govemment 

may provide in its policy different supports and subsidies that the regulator should take 

into consideration. That is why the government established 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 14-1 5; Regulatory governance is defined by the laws, processes, and procedures that determine 
the enterprises, act ions, and parameters that are regu lated, the entities that make the regulatory decisions, 
and the resources and information that arc available to them. Further, it is the framework within which 
regulatory decisions are made. Regulatory governance involves decisions about among others: I ) the 
accountab ility of the regulator; 2) decision-making and organizational autonomy of the regulator; 3) 
transparency of decis ion making by the regu lator or other entities that are making de facto regulatory 
decisions; 4) the predictability and speed of regu latory decision making; and 5) judicial and non-judicial 
mechanisms for appeal ing regulatory decisions. On the other hand, the most important substantive 
regulatory functions involve among others: I) the setting of tariff levels and structures; 2) the setting of 
quality-of-service standards; and 3) the setting of entry and exit requirements, Jd 
420 Ibid, P 18 
'21 Ibid, P 30 
'22 Ibid, P 16 

76 



The second component of reform includes restructuring of the incumbent from vertically­

integrated structure "traditional paradigm" that avoids or di scourages 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, 

transmission, distribution & sa le, impoli and expOli 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: \) exclusive rights to build and 

operate networks, granted under concession or license; 2) closure to competition; 3) 

vertically-integrated 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 networks424 

The first so lution is creating a level play field suitable for both the incumbent and the 

new private entrants. This can be easily achieved through disintegrating the different 

components of the power sector (generation, transmission, distribution, and retail 

sale/supply), which is known as unbundling. The primary objective of unbundling is to 

"eliminate incentives or abilities to discriminate against competitors by means of 

vertically-integrated companies".425 The three forms of unbundling usually used in such 

instances are: I) full 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 stat1ing by accounting separation to functional separation and finally full structural 

423 Cameron, supra note 63 , p 7 
424 [bid, pp 26-27 
' 15 Ibid, P 26 
426 Ib id, 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. In addition , EEPCO can 

undertake hori zontal unbundling of the distribution segment based on carefully selected 

regional or zonal criteria and fUliher transfer some of these hori zontally unbundled 

distributions to reliab le regional or municipal or privately established companies. Based 

on the experiences and lessons gained, of course, the time frame set that should not be 

more than fi ve years, apply the unbundling process on the remaining parts of the industry. 

The second so lution 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, supported 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 function . 

In drafting and negotiating these agreements (i.e . PPA and IA) the two most important 

scheme used by the private sector in financing and to allocate ri sks to the paliy best able 

to manage it (i.e. BOO,427 and BOT428 
) have to be discussed. These two schemes are the 

most widely used especially in generating electricity from hydropower, geothelll1al , 

wind, etc . This is because investment in these areas are predominantly capital intensive 

that requires using of different financing arrangements i.e. equity and loan 429 Developing 

'" The main feature of BOO scheme is that the developer is entitled to own the faci lity 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 alld Options; in: Power Sector Reform and Efficiency Improvements in Sub-Sahara 
Aji'ica, Johannesburg, June \996, Symposium Jointly Organized by The World Bank Africa Region and 
Energy Sector Management Ass istant 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 pri vate investor is 
responsible to finance, construct, own and operate for a limited period of time, i.e. "Cooperation Period", 
after which ownership reverts to the government. During the "Cooperation Period", however, the investor 
is allowed to recover its costs with profit through payments related to the projects output, Id, p 23 
429 Ibid; according to Mr. Head analysis there are two types of financing ofa project. These are I) equity, 
and 2) loan. In financing jargon equity is nothing but that portion of a company's net worth belonging to its 
owners or shareholders. On the other hand, recourse and nOll-recourse types of financing should also be 
considered in cases of fi nancing a project through loan. Recourse financing refers to a project developed by 
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countries undergoing power sector reform uses these schemes as a means of attracting 

private investments in the sector. For example, Turkey,430 Philippines,431 Nepal,432 Lao 

PDR,413 Uganda,4l4 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 undeltakes restructuring process 

!i'om the traditional mode of veltically-integrated to market-oriented (unbundled) 

structure. Neveltheless, our power sector restructuring not only fai ls to continue the 

reform process by streamlining the lega l 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 started twe lve 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, EEPCO, all stakeholders in 

the sector that include the different professional associations (e.g. electrical, mechanical, 

civil engineering), high power consuming entities, etc should discuss and come with 

acceptab le solutions that lead the restructuring process ahead and further leverage it to 

improve the electricity industry of the country. 

an existing company already own ing assets which are operating wherein lenders will have full recourse, 
while non-recourse financing refers to a new project developed by a totally new company with no other 
assets and hence the imbursement of the loans totally depends on the financia l 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 shou ld be considered by taking the legal and financial 
implications associated with each one mechan ism, Ibid, pp 46-53 
43. Turkey is known as a birth place of BOT scheme especially for hydropower developments and 
successfully developed different hydropower projects like Birecik having 672 MW installed capacity. [had 
an opportunity 10 visit Birecik HPP in 2003 to get experience in drafting and negotiating PPA & IA 
431 Philippines used BOT scheme for developing hydropower projects like Bakllll, Sail Roque, Casecllall, 
etc. after restructuring its power sector in 1987 and opening the generation segment for private investment. 
[n doing so Philippines enacted an enabling law for BOT scheme in 1992, which provide for the private 
sector to finance, construct, own, and operate such projects for a given period of time, "Cooperation 
Period" then after ownership reverts to the government; see Chris Head, supra note 182, pp 30-32 
432 Nepa l after restructuring its power sector faced with the problem of attract ing private investment in the 
sector (lPP) and used various mechanisms to increase its electricity generat ing capacity, including 
providing PPA & IA and thereby become successful in attracting hydropower projects like Khilll/i I with 
installed capacity of60 MW, Upper Shote Koslzi having installed capacity of36 MW, Seti wilh installed 
capacity of750 MW, etc; see Head, supra note 28, pp 33-34 
433 Ibid. pp 32-33 
434 See footnote 400 and associated texts 
435 See footnote 1 17 and associated texts 
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Chapter V 

The Legal and Institutional Ft'amework for Regulating Energy Efficiency: 

the Eth iopian Context 

[n this chapter two main issues will be addressed. The first issue relates to: What are the 

existing policy, lega l, 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 effecti ve 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 

effic iency issues on the bases of the three main sectors most pertinent under the Ethiopian 

scenario, i.e. , appliances & equipments, industry, and transport436 whi le 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, insti tutional , and regulatory frameworks of energy 

effi ciency. Now let' s see each part of the chapter separately.4J7 

4J6 It is to be noted that energy effi ciency in building will 110 t be discussed as a separate sub-chapter. This is 
because both the cl imatic conditions and economi c development of the country do not ca ll fo r massive use 
of air conditioner (AC) in bu ild ings. Some regions like Afar, Gambella and Somali have locations with 
seasonal hot temperature that require using AC. However, both from the social and economic situat ions it 
doesn't call for general discussion as the use of ACs in these regions are not widespread. In addition, the 
existing policies, (i.e. the Energy Policy and the 2006 Urban Development Po licy) and laws, (i.e. Urban 
Planning Proclamation No 574/2008, Federal Negaril Gazela, 14'h Year No 29, 16'h May, 2008, and the 
draft Building Proclamation) do not contain related provisions of energy effi ciency in buildings. Plus, 
relevant official s 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 policy and legal frameworks under consideration 
437 Currently, there is no an integrated legal and institutional instrument put in place in regulating energy 
effi ciency cases both at the federal and states level albeit various lega l and institutional instruments might 
be fo und in a disintegrated style. However, there are attempts made by different institutions particularly at 
the federal level to bring energy effi ciency cases in its proper place. For example, Ministry of Mines & 
Energy, EEA, and EREDPC established a reengineering team to study the process of ach iev ing energy 
effi ciency activities as part of their BPR study. r couldn 't include the final result of that study as it is not 
made official un til end of February of 2009. Thus, in order to fill the gap created by the unavai labi lity of 
integrated legal, instituti onal , and regulatory frameworks and at the same time written material on the 
subject certai n comparative analysis mode of study will be fo llowed, as may be appropriate, throughout the 
discllss ion 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 

In developed countries electricity plays significant role in powering of appliances, 

equ ipment and lighting in residential and commercial buildings.439 However, in Ethiopia 

only about 20 per cent of the population are sa id to have access to electricity,440 i.e. 

nearly 80 per cent of the population have no access to electricity that make it to be at the 

lowest level even fro m the average African standard44I 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 N0I1h America 4500 KWh.44s This statistical 

data indicate that in the Ethiopian situation even those wi th access to electricity use 

electricity mainly for lighting. Hence, the role of electricity in powering household 

appl iances & equipments remain insignificant. 

Moreover, in Ethiopia the main source of energy for household activities is substanti ally 

limited to traditional sources of energy, i.e. biomass which covers more than 90 per 

cent446 As far 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 raise 

438 Appliances and equipments includes: refrigerators, air conditioners, lighting, washing machines, boilers 
and water heaters, dryers, dishwashers, cooking equipments, electron ic appliances (televisions, computers, 
digita l video recorders) , office equ ipments (copiers, fax machines) 
439 Hodas, slipra note 168, p 47 
440 EEPCo Facts in Brief2007, Addis Ababa, March 2008 
4·H Energy Efficiency Policies, 2008, supra note 14, p 31, see also footnote 442 and associated texts which 
provides access to electricity of Africa is 40 per cent and that of India 50 per cent 
'''Bekele Bayissa, Visioll 2020 Ethiopia: Ellergy alld Developmellt ill Ethiopia, (Translated by: Yonas 
Admassu); Economic Foclls (Bu lletin of the Ethiopian Economic Association), Vo l. 7 No 6 (March 2005), 
p 3 1; NB in the document the per capita is 28 KW however in different unpublished reports it is made 35 
KW and it is to be more "optimistic" if such achievements have been gained 
443 Energy Efficiency Policies, 2008, supra note 14, p 30 
4~4 In EU new members countries from the Baltic region and Centra l and Eastern Europe, the average is 
said to be twice lower than the average for Europe, Ibid, p 31 
'45 [bid, p 30 
446 See footnote 322 and associated tex is 
447 Bekele, supra note 442, p 28 
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the efficiency of these three stone/clay stoves, EREDPC and the GTZ made efforts to 

produce and disseminate improved wooden and charcoal stoves.448 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 framewol'k 

The 1994 Energy Policy of Ethiopia has important elements that dea l on energy 

efficiency issues. For example, it is provided that the govenunent's policy in energy 

efficiency in the household sector is to increase through instituting energy savlllg 

measures.450 As to what constitute such energy saving measures are not clearly stated in 

the Policy. Empirical study, however, shows that energy efficiency measures vary from 

sector to sector (i.e. appliances, 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 usually 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 

efficient ones, etc.452 

On the other hand, the 1994 Energy Policy mentioned the need for gradual building of 

local manufacturing capability of electrical equipments and appliances.45J Raising the 

awareness of the public in relation to general energy issues through education is the other 

important approach taken by the Energy Policy as a means of enhancing energy 

savings.454 When we see all these policy elements from the point of view of raising the 

efficiency of the traditional household energy, it can be said that there is no policy barrier 

448 Id 

449 Personal communication wi th relevant EEPCO officials including Ata Gashaw Hassen, Energy 
Efficiency Project Coordinator of EEPCO and currently EEPCO is replacing up to four incandescent bulb 
with equal number of CFL per customer 
450 Energy Policy, Art 6.3.1 
4 51 Efficiellcy: A Worldwide Revie lV, 2004, slIpra note 53 , p 78 
452 Ibid, pp 78-82 
453 Energy Policy, Art 6.4.2 
' " Ibid, Art 6.4.4 
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In the area . However, in order to fit with the existing economic development of the 

country, the policy needs updating (rev ision) and need to be buttressed by detail 

strategies and programmes. 

5.1.3 Legal framework 

The only legal instrument that can be app lied in household energy efficiency issue is 

found under the EREDPC Proclamation which provides that EREDPC shall have the 

powers and duties to "study the production, distribution , utilization and conservation of 

affordable and efficient energy resources and technologies wi th 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 efficient resources and technologies that include 

household appliances & equipments. However, the focus of EREDPC is mainly on 

technologies most suitable for rural community which 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 devised that can be 

applied in all segments of the society. 

5.1.4 Institutional framework 

Energy efficiency policies and laws require institutions empowered to implement such 

policies and laws into practice. In federally structured countries such energy efficiency 

institutions are establi shed mainly both at federal and state levels. However, in Ethiopia 

there are no governmenta l institutions specifically established to undertake energy 

efficiency measures albeit organs established for other energy affairs do have powers in 

sllch cases too. Accordingly, at the federal level EREDPC is the institution empowered 

for the promotion and dissemination of energy efficiency resources and technologies 

mainly suitable for rural communities456 In addition, EEPCO currently established a 

project office specifically destined for the purpose of distributing CFL for its customers. 

Hence, any customer can replace up to four incandescent bulbs with CFL free of charge 

at his/her nearby service providing offices and such replacement is expected to continue 

455 EREDPC Proclamation, Art 6(5) 
456 Ibid, Art 6(1) 
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until the current power shortage or more clearly electricity "crisis" of the country caused 

by water shortage of most of the hydropower dams is corrected457 

It has to be noted that EEPCO is a corporatized public utility established to undertake the 

business of generation, transmission, distribution and sale of electricity. Though EEPCO 

showed strong interested in the area of energy efficiency from the demand side mainly to 

avert the ex isting shOltage of power, which is very much appreciated, such strong interest 

might not continue sustainably in the long term palticularly when there comes no 

shortage of power or private competitors invo lved in the electricity market of the country. 

At regional 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 issues4 59 

5.1.5 Regulatory framework 

Labels460 and energy performance standards are the two most globally applied energy 

efficiency regulatOlY instmments in the area of household electrical appliances & 

equipments 4 61 Thus, in countries where labels and slallllanis 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 specifically 

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 currently) country of household electrical 

457 Persona l communication with Ata Gashaw Hassen, EEPCO's Energy Efficiency Project Coordinator 
and other relevanl staffs of the same project distributing CFL 
458 See footnote 374 and associated texts 
459 Persona l communicat ion with Ato Fiseha Girmay Water, Mines and Energy Bureau Head ofTigrai 
Regional State, Ato Alemayehu Legesse, Ato Mesele Kadachora, and Ato Fantaye Kassahun, Mines and 
Rura l Energy Resource Development Promotion Agency representatives ofOromiya, and Amhara, 
Regiona l Stales, respectively 
460 Labels are designed to inform consumer choice at the ti me of purchase and hence label programs seek to 
provide consumers with energy efficiency and Ii fecycle cost information to encourage market choices to 
purchase energy efficient appliances, whi le energy efficiency standards set speci fic, min imum energy 
performance requ irements for producls and classes of products; See Hodas. supra nole 168, pp 52-53 
46 1 Energy Efficiency policies 20OS, supra note 14, pp 43-47; Hodas, supra note 168, p 48 ; Appl iances 
and equipments are the main areas labels and standards are being applied in most developed and 
developing countries. 
462 Energy Efficiency Policies, 2008, supra note 14, p 44 
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appliances & equipments setting of detail mandatory regulation might not be feasible.46J 

Nevertheless, in order to protect the market/consumers from mass impoliation and sale of 

substandard and inefficient household electrica l appliances & equipments some specific 

mandatory standards and labels could be applied more appropriatel y through QSAE.464 In 

addition , in the area of voluntary standards QSAE need to issue appropriate Ethiopian 

standards and publicize it to the public at large in relation to household electrical 

appliances & equipments465 

5.2 Energy Efficiency in Indnstries: Policy, Legal, Institutional, and 

Regulatory Frameworks 

5.2.1 General 

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 introducing regulations for household electrical appliances & equipments could entai l 
considerab le costs both in importation and for ensuring compl iance, e.g. the need for greater surveillance of 
products passing through customs and increased product testing. See __ ; RegulatOlY Study, Volume I, 
Fina l Report, April 2005, Submitted to EEA , by Economic Consulting Associates (ECA), British Standard 
Institute (BS I) & Campbell Carr Consultancy (Ccq, I' 22 ; full document found in EEA Library 
464 Qual ity and Standards Authority of Etlliopia Establishment Proclamation No 10211998, Federal Negaril 
Gaze/a, 4'h Year No 26, 3'd March, 1998 hereinafter QSAE Proclamation; Art 5(2) provides the objectives 
of the Authority "to ass ist in the improvement of the quality of products and processes through the 
promotion and application of Ethiopian standards"; and under Art 6(10) QSAE is empowered "to ... ban the 
movement of products, where the products and/or processes do not conform to the relevant compulsory 
Eth iopian Standards". 
465 Ibid, Art 6(2) which provides " to formulate, approve, declare and issue Eth iopian standards for a general 
or specific application as may be necessary"; and under Art 6(4) it is also provided that " to formulate 
quality promotion and standardization policy and strategy in line with the development programme and 
objectives of the 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 cOllntries in transition like China, India, are not only showing a decreasing trend of the energy intensity 
of their heavy/high energy consuming industries through continuous increasing of their energy effici ency 
that include structural changes (i.e. efficiency improvement due to technical and managerial influences), 
but also showing a tendency of shifting towards less energy intensive acti vi ties like services, electronic 
goods, light chemicals, etc.; See Energy Efficiency policies 2008, supra note 14, PI' 26- 27; Efficiency: A 
WoridlVide Review. 2004, supra note 53, p 78 
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policy, legal, institutional, and regulatory frameworks at national and regional/state 

levels, as may be appropriate. 

Moreover regulations, standards, taxations, agreements, targets, rep0l1ing benchmarking, 

audits are some of the policy, legal , institutional , and regulatory instruments devised and 

applied by different countries of the world for rai sing the energy efficiency of 

industries467 Are there sufficient 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-size fit all" model that could easily be adopted to increase the energy 

efficiency of heavy industries (metal, cement) in Ethiopia? These and similar issues will 

be dealt in the next different headings of this sub-chapter. 

5.2.2 Policy framework 

Improving the efficiency of industrial equipment to conserve and reduce energy 

consumption is taken as one policy instrument under the existing Energy Policy of 

Ethiopia.468 In 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 

required to be based on economic and efficiency criteria.47o 

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 

existing industrial development strategy 471 let alone describing the detail energy 

efficiency strategies, programmes and targets for applying the policy tools 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 Policy not only 

lacks clarity and coherence, but also needs revision to accommodate new technological 

and economic developments gained in the last fifteen years after its issuance. 

'" Ibid, P 28 
'''' Energy Policy, Art 6.3.2 
'" Ibid, Art 6.2.4.1 
470 Ibid, Art 6.2.4.2 
47 ] Industry Development Strategy, 2002 

86 



Empirical studies show that both developed and developing countries devise detail 

policy framework for energy efficiency in the industrial sector that enable for the removal 

of barriers 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 attaining the 

required energy efficiency results in the industrial sector of the country. 

5.2.3 Legal framework 

Energy efficiency lega l framework in the industria l sector is not clearly provided in any 

one legal 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 Proclamation412 it is provided inter alia: 

To assess the production capacities and technological capabi lities of enterprises 
engaged in the sub-sector with a view to: 

a) faci litating production of key products; 
b) making efforts enabl ing the local production of materials necessary for 

the implementation of projects in the country; 
c) providing assistance in bu ildi ng local capacities for designing and 

manufacturing new pruducts473 

[n addition, BMErA is required to promote the expansIon of modem management, 

engineering and production teclmiques to raise the quality of products in the sub­

sector.474 The other related legal framework tbat 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 metal industry and mandatory standards of the country do not have 

provision/s that deals specifically on the issue of energy efficiency as pal1 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 activities may be by 

472 Bas ic Metals and Engineering Industry Agency Establishment Proclamation No 47/ 1996, Federal 
Negarit Gazeta , 3'd Year No 3, 31" October 1996 
473 Ibid, Art 6(5) 
m Ibid, Art 6(8) 
'" QSA E Proclamation, Art 6( I 0) 
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using standards patticu larly in energy-intensive industri es (e.g. metal and cement) as part 

and parcel of relevant legal framework . 

On the other hand, when viewed globally several countries passed broad and 

comprehensive legis lations that could promote energy efficiency practices in their 

respective industrial sector4 76 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 legislated as separate instrument than merging with other areas as 

renewable energy legal frameworks. 

S.2.4 Regulatory framework 

The regulatory framework of energy efficiency in the industrial sector in the Ethiopian 

context is not sufficiently avai lable . The only available such instrument is the provision 

that says the QSAE has the power "to order, subject to prior notice, the closure of 

factories or business undertakings 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 this provision is a general provision which is not 

specifically 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 

fai lure to comply its mandatory standards. Moreover, in order to apply the above 

mentioned regulatory instrument in industry energy effi ciency cases relevant legal 

instrument that demand complying mandatoty Ethiopian standard must exist. 

-1 76 For example, Thailand has implemented a number of measures to increase energy efficiency in the 
industria l sector. The measures include demand management programs, specific financial measures, 
minimulll efficiency standards for machinery and the provision of support structures; See generally 
Thailand Energy Conservat ion Promotion Act of 1992 at: 
http://www.aseancncrgy.org/cllcrgy organisations/cccssn/ thailand/cec 55n th.hlml; and 
hltp://www.eppo.go.th/doc; See also China Energy Conservat ion Law of 1997, text available at, 
http://www. lIllCscHp.org/esd/cncrgy/pub lications/compencVccccparl4chapter4.html#Chapter%203; The 
2005 US Energy Act also contained detai l energy efficiency provisions of the industrial sector, text 
availab le at, Publi c Law 109-58-Aug. 8, 2005, or browse to the web site at : 
http://www. uscnergypolicyact2005.e.ov 
471 QSA E Proclamation, Art 6( I 0) 
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When we see the experiences of other countries in the subject we find that there are 

different 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, ski ll ed personnel, industry voluntary/negotiated agreements, 

energy taxation , and cogeneration 4 78 In general, regulatory instruments are usually found 

to be effective tools for promoting energy efficiency gains through overcoming market 

barriers479 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 motors4 80 By the 

same token there are countries that apply dedicated onsite energy manager when a plant' s 

energy use would exceed a cet1ain 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 4 82 

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 industrial sector483 Of course, some countries make 

differences between small and medium sized industries fi'om large industries and usually 

exclude large energy-intensive industries from some of the mandatory requirements, for 

. ~ . 484 Ii' . I . . 485 Th I mstance lrom energy taxation, or mternatlOna competition purposes. e genera 

trend is that the modes of regulation (i.e. voluntary or mandatory) and types of regulatory 

instruments (energy efficiency standards, skilled personnel, industry voluntary/negotiated 

agreements, energy taxation, etc.) va ry from country to country on the basis of each 

country's stage of development, industrial base (like high or less energy intensive), price 

478 Warrell , Ernst; Pri ce, Lynn; Brown, Michael; and Bell Jeff, supra note 173, pp 29-46 
479 Ibid, P 31 
48° ld 
481 Ibid, P 35 
482 Ibid, P 39 
'" Id 
4S4 Energy Efficiency: Worldwide RevielV 2004, supra note 53, p 19 
485 Warren, Ernst; Price, Lynn; Brown , Michael ; and Bell Jeff, supra note 173, p 42 
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of electricity and its availabi lity, etc. Neverthe less, the current tendency is based on the 

appl ication of different modes of mandatory standards, or regulation of energy efficiency 

in the industrial sector from which Ethiop ia 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 app lying energy audit system.486 Likewise, Mugar 

Cement Factory a lso applies various energy management approaches that improve the 

energy efficiency of the Factory487 The mai n 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.48B 

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 s ll1ce it began as a 

response for the 1973 oil shock. Many factors are raised for 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 on ly sector where oil hasn't been effectively substituted.49o In sum, energy 

efficiency in the transport industry can be viewed fr0111 four perspectives, i.e. road, rail , 

air, and marine transport.49 lLiteratures in the area confirmed that around fifty per cent of 

486 Personal communication with Ata Yibe lta l Adm8su, Head of Electrical Maintenance and Boiler Section 
of the Factory; Accordingly, in 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 which have leakages, switch off 
idle motors, li se of preheated fue l, use of c lean treated water, and insta lling new power factor correction 
un it 
487 Personal communication with Ata Dani el Alemayehu, Head of Technical Department of the Factory 
488 Id 
489 Bradbrook J. Adrian, Ellergy Ejjiciellcy ill Road Trallsport, in : UNEP Halldbook, supra note 176, p 86 

'''' Id 
491 Expe rt Group on Energy Effi ciency, Realizillg the Potelltial of Ellergy Efficiellcy: Targets, Policies. alld 
Measures/or G8 COl/II/ries; United Nations Foundat ion, Washington, DC, 72, 2007, P 45 hereinafter 
Realizillg the Po/elllial of Energy Efficiell cy 
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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 specifica lly addressing the issue of energy 

efficiency in the transpOli industry. 

When we come to the Ethiopian specific conditions the lion share of imported petroleum 

products goes to gasoi l, and JetlKerosene, which is predominantly used as fuel in 

transport sector.493 The above mentioned statistical data indicates that in the last eight 

years (i.e. 200011 - 2007/8) imported fuels wh ich 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 necessity of devising and effectively applying 

the required energy efficiency policy, lega l, institutional, and regulatOlY tools suitable for 

the specia l conditions of the country. Based on this general overview of the subject area, 

let' s see the Ethiopian approach to the energy efficiency of the transport sector. 

5.3.2 Policy framework 

The policy framework of energy efficiency in the transport sector is provided under the 

1994 Energy Policy wh ich 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 possible, to new non-petroleum fuels" s 

In addition, the general policy framework emphasis the necessity of adopting energy 

efficiency measures in all sectors496
, which obviously includes the transpOli sector. Thus, 

it is also found necessary to establish appropriate mechanisms to ensure adherence to 

~ S . Id, and also see, Mantzos, L. and Capras P., European Energy and Transport: cenarios 011 energy 
efficiency (Iud rellewables, European Communities, 2006, 17 
493 Statistical data obtained from Ethiopian Petroleum Enterprise, which include for the Fiscal Year from 
1994/5 - 2007/8 
494 Id; For example, in the Fiscal Year 200011 the imported Jet A IIKerosene in metric ton 224,556 and 
620,186 while in Fiscal Year 2007/8 the same products were imported 482,2 19 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 efficiency 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 e ffici ency strategy; and to save scarce foreign exchange 
resources and to ensure that energy is effi ciently utilized, JeI, Arts 2.1 and 2.3 
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"standards and codes,,49J, which in one way or another assists to achieve the required 

energy efficiency resu lts. As compared to others these energy effi ciency policy 

instruments set for the transport sector will be sufficient, of course, with the required 

revision, i.e. to fit it wi th the current technological advancement and supported by 

appropriate strategies and programmes. 

5.3.3 Legal framework 

Un li ke policy framework of energy efficiency in the transpoli sector of the country which 

can be relati vely sa id sufficient to be used as guidance to frame other basic instruments, 

the lega l framework of same is not suffi ciently made availab le in anyone relevant lega l 

regimes of the sector both at the federa l and states level. In order to enhance energy 

efficiency in the transport industry, however, the ava ilable policy frameworks has to be 

supported by appropriate legal frameworks. The existing Transport Prociamation498 

enacted at federal level does not contain appropriate provisions destined to govern or 

regulate energy efficiency in the transport sector of the country. 

Two reasons may be forwarded to justify the absence of legal frameworks in the subject 

area under discuss ion. First, all the relevant law makers (including all actors and 

institutions involved from analysis to drafting, discussion and enacting) might overlook 

the ex istence of the aforementioned policy instruments. The second reason may be that 

the issue of energy effic iency was presumed to be enacted by other implementing 

subsidiary lega l instruments like regulation, directives, etc. In suppoli of this second 

reason there is a provision that provides as one of the powers and duties of the federa l 

Transport Authority which provides: "follow up the importation, manufacture or 

assembling of vehicles in Ethiopia and for thi s purpose issue technical specifications,,499 

Nevel1heless, from the interview I made to the appropriate officials50o of the Transport 

Authority there is no such subs idiary lega l instrument issued (or at draft leve l) pursuant to 

the above provision. 

497 Ibid, Art 5.3 
498 Transport Proclamation No 46812005, Federal Negarit Cazeta, II 'h Year No 58, 6'h August, 2005 
499 Ibid, Art 7(2c) 
500 Ato Fisha G. Wahid, Legal Service Head, and Ato Alemayehu Hailu, Vehicle Specification and 
Assurance Expert 
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Whichever reason may be put as justifi cation for the non ava ilability of energy effic iency 

provisions in the lega l framework under consideration the factual situation of the country, 

i. e. complete dependence on imported petroleum products and the increasing feature of 

the impotiation and its price, call s for devi sing appropriate energy effi ciency legal 

instruments. The approach for dev is ing energy efficiency legal framework may be 

through amending the existing Transport Proclamation and issuance of subs idiary 

legis lations to be used for the proper implementation of the amended proclamation. 

5.3.4 Institutional framework 

The existing Energy Policy stressed the necessity of establishing an institution 

speci fically entrusted with policy formulation, priority setting and coordination of all 

energy sector development acti vities that enable to avoid resource waste and duplication 

of efforts. 501 Nevertheless, there is no de jure or de facto institution both at federal and 

states level lega lly respons ible in doing energy efficiency functions in the transpOli sector 

of the country. Currently there are variolls options that need due assessment before 

arri ving at a conclusion whether or not in establishing such institution/so Moreover, the 

structure of the institution, i.e. as a separate or as part and parcel of the other energy 

effi ciency insti tution or as part of Transport Authority, need to be fairly assessed. Plus, 

the special characteristics of the transport sector of the country call in establishing an 

institution well organized and associated with the other related activ ities of the industry. 

Hence, the Transport Authority at the federal level and simi lar bureaus at states level may 

be reorgani zed to implement such tasks. 

5.3.5 Regulatory framework 

Currentl y there are no establi shed instruments that are spec ificall y destined for regu lating 

energy effi ciency 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 vehicles ,s02For 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 Po t icy, Arts 2.8 and 6.5 
502 Realizing tlte Potelllial o/Energy Efficiency, supra note 484, p 45 
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fuel efficiency of all vehicles produced each year503 The Japanese approach in vehicles 

energy (fuel) efficiency, on the other hand, is based on classifYing vehicles into three 

categories.504 The other regulatory instrument applied by different countries is the 

application of differential sales/purchase tax system whereby higher taxes are imposed on 

the purchase of motor vehicles with a high rate of fuel consumption 505 In sum, in setting 

the regulatory framework of energy (fuel) efficiency in the transpoli sector especially in 

road transpoli, 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, Institutional, and 

Regulatory Frameworks 

5.4.1 General 

In the previous three sub-chapters we have seen energy efficiency from the point of view 

of consumers' perspective, i.e. demand side energy efficiency. Energy efficiency activity 

is, however, equally impoliant in the supply side, too. The two areas of discussion of this 

sub-chapter are the supply of electricity and that of transport fuel (gas oi l). Thus, the 

business of electricity generation, transmission, distribution and sale in the Eth iopian 

context is mainly undertaken by the state owned utility, EEPCO. The capital intensive, 

requiring high technical skill and high risk characteristics of the business of electricity 

supply industry are some of the barriers in attracting private investors' participation in the 

503 Bradbrook J. Adrian, Energy Efficiency in Road Transport, in: UNEP Handbook, supra note 175, p 87 
5 .. Ibid, P 89; For example, the "fuel efficiency targets set for FY2000 were as follows: 

~ Cars weighing less than 827.5kg 19.0 km/ liter; 
~ Cars weighing 827.5kg up to 1,515.5kg 13.0 kmlliter; 
~ Cars weighing I ,5 15.5kg and over 9.1 km/liter", Jd 

505 Ibid, pp 94-102; accordingly the introduction of a sliding scale would result in a significant price 
reduct ion for the most fuel-efficient vehicles; In addition, feebate system have been used by many 
developed countries which is applied by charging a fee on inefficient vehicles, which would pay for 
granting a rebate for the purchase of more efficient models, the older model would be scrappedJrecycling of 
inefficient older vehicles and their replacement with new more efficient vehicles, and the newer model 
purchased with the rebate. The other approach is petroleum excise taxes model in which petroleum excise 
taxes are levied directly on the consumers of petrol at the point of sale on a cents per liter basis. Such a tax 
provides an incentive to consumers to reduce the use of petrol and to purchase fuel-efficient cars. Road 
prici11g is the other approach used many developed countries by imposing fees for vehicle lise of certain 
key roads. This approach mainly achieved electron ically by the use of overhead cameras and special 
computer cards attached to vehicle windscreens, which record when veh icles pass a certain point. Also see 
Realizillg the Potelltial oJEnergy Efficiency, supra note 485, pp 45-49; Energy Efficiency policies 2008, 
supra note 14, pp 66- 75 
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sector506 Moreover, privately owned and operated electrical energy activities for 

commercial purposes in the Ethiopian si tuation are very minimal. 507 As regards 

petroleum products used in the transport sector Ethiopia is a net importer via EPE 508 

Accordingly, the issue of energy efficiency in the supply of petroleum products is not as 

critica l as that of the electrical energy suppl y and hence our discuss ion in th is specific 

area will be very limi ted. Now let's see the issue of supply side energy efficiency from 

policy, lega l, institutional and regulatory frameworks perspective separately. 

5.4.2 Policy framework 

The existing po lic/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 efficiency of electrical energy. On 

the other hand, regarding energy efficiency in the transport sector, the idea of introducing 

efficient utilization of energy and reducing energy wastage in all sectors are taken as the 

main pillar to save the scarce foreign exchange resources of the country511 In addition, 

reducing petroleum products in the transpoli sector in favor of substitutable non­

petroleum fuels are also stipulated as one of the policy framework of energy supply in the 

transport sector of the country512 In order to implement this last policy framework, i.e. 

substituting petro leum products used in road transport with non-petroleum fuel, the 

506 For detail discussion of the special features of the business of elect rical energy see footnotes 189-19 1 
and associated texts 
507 Although the existing legal framewo rks allowed private investors to participate in the business of 
electrical energy (e.g. Art 5(la) of the Investment Proclamation No 280/2002, Arts 6(4) and 10(1) of 
Electricity Proclamalion No 86/ 1997 and Arts 3-7 of Electricity Operations Regulation No 49/ 1999), 
private investment in the electrica l energy supply is not significant. Currently there is no 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. 
' 08 Ethiopian Petroleum Enterprise Establishment Regulation No 210/ 1995, Negarit Gazeta. 54'h Year No 
28, 13 'h June 1995; the purposes ofEPE as stipu lated under Art 5 of its establishment Regulation are: I) to 
import and arrange for its processing and sell crude oil ; 2) to import and sell refined petroleum and other 
petroleum products; and 3) to engage in any other re lated activities necessary for the attainment of its 
purpose. 
09 Energy Policy 

510 Industry Development Stralegy, August 2002 
' " Energy Policy, 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 fo r 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 involved in the 

business of electri city and petroleum related acti vities, respectively. Both EEPCO and 

EPE are governed by the Public Enterprise Proclamationsl4 . 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 electrici ty and fuel supply 

activities, as the case may be. Nevertheless, the existing Electricity Proclamation has 

provisions that indicate efficient suppl y of electricity as one of the regulatory objectives 

for estab li shing the EEA.515 In addition , the Electricity Proclamation and Electricity 

Operations Regulation contain related provisions that encourage supply side energy 

efficiency of the electricity industry of the countrySl6. As regards the supply side energy 

efficiency of petroleum fuel products the National Petroleum Reserve Depots 

Administration ProciamationSI7 contain some related provisions. Among others it is 

provided" ... devisi ng the necessary methods to keep stored petroleum from change its 

chemical properties or wastage by evaporation due to long time of storage"Sl8 In sum, 

EEPCO on the one hand, and EPE and NPRDA on the other are presumed to devise and 

implement methods to improve their respective supply side energy effic iency measures in 

the electricity and petroleum areas, respectivel y. 

'" Biofuel Deve lopmenl and Util ization Strategy, August 2007; this strategy document classified bioruel 
into bioethanol and biodiesel and dealt in detai l the strategies of the sources, development and utilization of 
each of the classified components of biofuel. In addition, Mini stry of Mines and Energy drafted and 
discussed in stakeholders meetings implementing tool of the stra tegy entitled "Governmenta l Forum for 
Biofuel Working Guideline", which is not yet (until end of February 2009) issued, though. 
514 Public Enterprise Proc lamation No 2511992, Negaril Cazeta,5 1" Year No 2 1, 27'" August, 1992 
515 Electrici ty Proclamation, Art 5 
516 For example, see Arts 6( I & 2) of the Electrici ty Proclamation and Arts 24( 1), 26( I) , 28( I a & 2a), 32, 
37(4), 68-72 of the Electricity Operations Regulation ; In addition the supervising authority of EEA, i.e. 
MOME, issued Electricity Services Qua lity Standards Directive No 2/2006, Ministry of Mines and Energy, 
Ref No (Jn~, 3511 1 6 Date 29107/98 Ee, hereinafter Performance Standard Directive, which contain various 
provis ions specifying technical efficiency of electricity supply licensees. 
51 7 National Petroleum Reserve Depots Administration Proclamation No 8211997, Federal Negari! Gazeta, 
3cd Year No 45, I" July, 1997 
'Ii Ibid, Art 6(6) 
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5.4.4 Institutional framework 

EEPCO, EPE and NPRDA are the mall1 federal government institutions that can play 

great rol e in the supply s ide energy effic iency activities. In addition, other licensed 

private operators engaged in electri city and fuel supply businesses in different parts of the 

country have their own contribution in the suppl y side of energy efficiency acti vities. 

Supervising and regulatory institutions li ke MOME, MOT! and EEA have their role in 

improving the supply side energy efficiency of the aforenlentioned energy service 

operators. 

5.4.5 Regulatory framework 

Price/tariff setting519 and performance standard520 are the two regulatory instruments 

desti ned to improve the supply side of energy effi ciency of electrici ty industry of the 

country. ROR and price cap are the two internationally prominent methods widely used 

in setting the price of electri city services52 1 The Ethiopian electrici ty price regulation, 

however, foll ows the ROR method522The three important principles for setting electricity 

price based on ROR as stipulated under the Electricity Operations Regulation are: 

I ) Electri city pricing shall be based on the principle of effi cient allocation of resources 
where customers and producers receive the true costs associated with consuming and 
producing one additi onal unit of energy respectively 

2) The pri ce that customers get charged fo r shall be computed in consideration of the cost 
incurred by the total system, and the energy consumption shall , as much as poss ible, be 
made fair taking the producti on cost into accoun t 

3) The rate level shall be made sufficient enough to support continuing in vestments and 
sustainable services, and shall include a system of pricing that guarantees improved 
service effi ciency.''' 

519 Part four of the Electric ity Operations Regulation , i.e. Arts 26-34, stipulates detail prov isions to be used 
ill setting the price and tari ff of electrici ty; In addition EEA issued two directives, Pricing Procedure for 
In terconnected System (I CS) and Large Isolated System No 112005, and Pricing Procedure fo r Small and 
Very Small Se lf-Co nlained Syslem No 2/20050fM arch 2005 both conta in deta il provisions useful for the 
proper implementation of the price setting principles provided under both the Electricity Proclamation and 
Electricity Operat ions Regulation 
520 Pursuant to Art 6(2) of the Electri city Proclamation EEA is entrusted to "determine the quality and 
standard of electrici ty services and ensure the implementat ion thereof'; In addition, part fi ve of the 
Electricity Operations Regu lat ion contained detail provisions in relation with "Standards of Safety, 
Techni ca l and Quality of Services" of which those provisions mentioned in footnote 51 8 are most pertinent. 
Perfo rmance Standard Directive is also the other important regulatory instrument worth ment ion ing here, 
see footnote 516 and associated texts 
52 1 See foo tnotes 75 and associated texts 
522 Electricity Operations Regulation, Art 26 and personal communication with Ato Wubante Adera, Head 
of Tari ff and Planning Department of EEA 
523 Electric ity Operations Regulation, Art 26 
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As regards performance standard both the Electricity Operations Regu lation and 

Performance Standard Directive contain principles and detail implementing procedures 

that improve the supply side energy efficiency of the electricity industty of the country. 

The two important performance standards applicable for general safety of electrical 

supply lines and apparatus that increase the energy efficiency of electricity at the supply 

side a re : 

I) All electric supp ly lines and apparatus shall be of sufficient ratings for power, insulation 
and estimated fault current and of sufficient mechanical strength for the duty which they 
may be required to perform under the environmental conditions of insta llation; and 

2) All electric 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 524 

In general we have seen that energy efficiency is the ability of getting similar level 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, legal, institutional , and regulatory frameworks to achieve the 3Es. In 

this regard both developed and developing countries benefited from energy efficicncy 

measures they undertook that fit their specific country situations. 

When we see the issue of energy efficiency under the Ethiopian scenario we get many 

disintegrated situations. The following four points may illustrate the disintegration. 

Firstly, the 1994 Energy Policy of the country contained fragmented but important policy 

instruments in relation to energy efficiency. These policy instruments need revi sion to 

comply the existing technological and economic development of the country. Secondly, 

energy efficiency policy instt·uments found in the Energy Policy are not Suppol1ed by 

appropriate strategies and programmes. Thirdly, energy efficiency policy instnllnents of 

the country are not supported by appropriate legal , institutional , and regu latOlY 

frameworks that enables fairl y applied as framed in the po licy. Fourthly, the four 

components of energy efficiency (i .e. appliances & equipments, industry, transpo l1, and 

building) are not properly classified and addressed based on their specific characteristics. 

'24 Ibid , Art 35 
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Energy efficiency activities at the supply side are equally important not only to increase 

the energy output but also reduce the high losses usually attributable to old age of 

electrical supply lines and apparatus and their low maintenance. Both tariff/price setting 

methods and technical/performance standards play great role to improve supply side 

energy efficiency particularly in the electricity industry of the country. As Ethiopia is a 

net importer of all petroleum fuel products the supply side energy efficiency activities in 

the transport sector mainly focus 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 suffering from both 

shortage of electrical power and the volatile intemational fuel prices. Thus, in order to 

manage these problems the existing energy efficiency policy instruments need not only 

updating and clarification by detail 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, legal , institutional , and regulatory 

frameworks the following two options should be taken into consideration. The first 

option is to make energy efficiency policy, legal , instiuttional and regulatory frameworks 

as separate and independent from other energy components like renewable energy 

resources (i.e. used as source of electricity). The second option may be to merge it with 

other energy resources like renewable energy and electricity, of course, maintaining 

separate treatment. The international experience showed both approaches are used based 

on each country special circumstances. However, as far as choosing the right alternative 

for Ethiopia is concerned careful study and analysis should be made before arriving at a 

conclusion for choosing 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 elements of energy 

resources. The two di stinctive 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 achieving the 3Es. Different countries devised instruments for better uti lization of both 

renewable energy resources and energy efficiency based on each country' s special 

circumstances li ke political style, economic policy, regulatory legacy, insti tutional 

structure, energy resource availability, and cultural development of the society. In order 

to clearly understand the summary of findings and conclusions let's see each element 

separately. 

6.1.1 Regarding renewable energy resources 

Currently the world is suffering from high volatile prIces of oil and the continuous 

envi ronmental degradation (i.e. global warming) caused through the continuous 

utili zation of fossil fue ls. Hence energy security for both developed and developing 

countries and envi ronmental protection for developed and transitional economy countries 

are the major driving motives for promoting the development of renewable energy 

resources. The main utility of renewable energy resources is for the generation of 

electrical energy. Hydropower, so lar, wind, and geothermal are class ified as the major 

renewable energy resources. 

In spite of the fact that renewable energy resources have nil or very low fuel 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 site specific, require long construction period, and 

assoc iated with various ri sks such as unforeseen geologica l conditions and drought for 

hydropower. The multifaceted weaknesses of renewable energy resources in the 
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generation of electricity demand setting instruments suitable for their development. 

Moreover, different countries devise policy, legal, institutional , and regulatory 

frameworks that fit their economic development, political sty le, and resource avai labi lity 

that promote renewab le energy resources developments through private participation. 

Nepal, China and India in "small-scale" hydropower; Kenya in geothermal and solar; 

Philippines in geothermal; Germany, Spain and Denmark in wind energy are some of the 

countries achieving high success in the aforementioned renewable energy resources. The 

secret of their success is mainly attributed to designing and sincerely implementing 

suitable policy, lega l, institutional and regulatory frameworks that fit to their respecti ve 

po litical sty le, economic development, and above all resource avai lab ility. At this much 

globalized 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 easily adopted by others with the 

necessary adjustment to fit the special features of the adopting country. In sum the 

va luable experiences and technologies of India in "small-scale" hydropower is now 

worki ng in Nepa l, China, Bangladesh and that of Germany 's success in wind and solar 

energies are working well in many developed and developing countries of the world. 

The other equally important point that needs mention here before going to deal the 

Eth iopian speci fic situation in renewable energy resources is the restructuring processes 

made in the electricity industry in many parts of the world. Hence the shift made from 

"traditional mode of regulation" (mainly 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 Chi le 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 1990s, 

however, many countri es around the world started adopting the experiences of UK and 

Chile by allowing private participation in the electricity supply industry. These later 

countries unbund led their vertica ll y-integrated electricity industries and establi shed an 

independent regulatory organs that facilitate private parti cipation and thereby facilitating 

the restructuring process of their respective electricity industries . 
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When we come to the Ethiopian specific situation there is abundant hydropower, solar, 

wind and geothermal energy resources at different parts of the country suitable for the 

development of electricity. The hydropower potential of the country places her second 

from Africa (i.e. next to DR Congo) and fourteenth from World total potential. The 

location of the country near to the equator; the varying geographic structure such as 

mountains, va lleys, and coasta l areas; and the wide coverage of the Rift Valley in the 

Afar depression contributed for its significant potential in solar, wind and geothermal 

energy resources, respectively. Be thi s 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 possible means are available to 

rectify the existing situation? The study tries to address these and simi lar other questions. 

Staliing from 1996 the government is undertaking successive liberalization measures in 

the electri city industry of the country. Investment Proclamation No 3711 996 and its 

subsequent amendments, Electricity Proclamation, Electricity Operations Regulation, 

REF Proclamation, EEPCO establishment Regulation , etc are some of the legal 

frameworks destined to promote private partic ipation in the electricity industry of the 

country. Currently except transmission of electricity through the Integrated National Grid 

System which is exclusively reserved for the government all segments of the electricity 

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 ei ther directly supply to consumers or sell it wholly 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 

electric ity industry of the country remains in vain that demand to seek additional 

measures to rectify the problem. 

About 90 per cent of the current energy consumption of the country is based on 

traditional biomass energy sources. The share of modern energy sources particularly 

through electricity is around 3per cent of the total energy consumption. More than 99 per 
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cent of the current electri city of the country is generated and supplied by EEPCO. Tn 

addition , from the total dependab le electricity capacity of EEPCO (i .e. 618.35 MW) 

about 99 per cent are generated mainly from large-sca le hydropower sources. The share 

of "small-sca le" hydropower, solar, wind and geothermal energy resources in the 

generation of electricity is insignificant. Private investment in the generation and supply 

of electricity remains negligible 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 electri city. All these factual situations necessitate taking 

multifaceted measures to correct the status quo. 

Policy, legislative, institutional and regulatory tools play great role 111 transforming a 

society from traditional energy (biomass) consumption pattern to modern energy 

(electricity) base. Many countries throughout the world devised suitable policy, 

legislative, institutional and regulatory instruments that promote renewable energy 

resources for generating elech·icity. 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 legislative, regulatory and institutional tools favorable in 

realizing the stated policy instruments. 

When we come to our country situation the existing Energy Policy contains stipulations 

favorably skewed to hydropower development 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 revision both to accommodate the current technological and economic 

developments and at the same time to fairly balance the share of al l 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 revising 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 availabi li ty, etc. In addition, the energy policy makers should develop necessary 

detail strategies, programmes, and targets that assist the proper implementation of the 

po li cy instruments at al l leve ls of the country. 
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In countries with federal structure such as India and Nigeria electricity was made in their 

respective constitutions as part of concurrent legislative li st whereby federa l and state 

governments have jurisdictions to devise laws that enable them for proper utilization of 

their electricity industries. The existing FORE Constitution , however, does not make 

electricity as part of concurrent legislative list. In other words according to the FORE 

Constitution only states are given power to legislate laws and regulate their respective 

electricity sector while the federal government is not mandated in the same fashion. In 

reality, however, it is the federal government that enacted various laws destined to 

administer and regulate the electricity industry of the country. Regional states, on the 

other hand, do not have similar legal instruments. Hence, in order to allow both the 

federal and states to legislate laws in relation to electricity the FORE Constitution needs 

amendments that make electricity as part of concurrent legis lative li st. 

Nevertheless the federal government enacted laws intended to undertake both operational 

and regulatory activities. In the area of electricity operations EEPCO estab lishment 

Regulation and in the area of energy and renewable energy resources related activities 

EREOPC and REF establishment proclamations are the major legal instruments. In 

addition, Electricity Proclamation and Electricity Operations Regulation established EEA 

laid down appropriate tools for regulating the electricity industry of the country at both 

the federal and states levels. 

In addition to governmental institutions established on the basis of the preceding legal 

frameworks there are private organizational structures suitable for generating electricity 

from renewable energy resources. Share companies, pic, genera l partnerships, joint 

ventures, limited partnerships, and cooperative societies are among the appropriate 

business organizational structures that can be established by private investors based on 

the existing laws of the country. Professional & Civil Society institutions, EECMY, 

STVC, Sidamo Development Corporation, Irish Aid, etc are among the NGOs that play 

great role in generating electricity from renewable energy resources. 

In regulating the electricity industry many countries with federal structure follow dual 

regulatory arrangement, i.e. regulating 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 transmiss ion and distribution 

networks, geothermal energy resource are mainly regulated at federal level. On the other 

hand, generation of electricity from "small-scale" hydropower, wind, and solar energy 

sources, transmission, di stribution and sale of electricity in a state can easily 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 electricity industry of the 

country. Electricity Operation Regulation, Electricity Services Perfonnance Standards 

Directive, Electricity Pricing Procedures, Uniform System of Accounts Standard, etc are 

some of the implementing regulatory 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 impol1ant regulatory instruments in regulating the electricity industry of 

the country at the federal level. 

When we come to the role of the government we can easily observe that the government 

has complete grip both in the operation and regulatory activities of the electricity industry 

of the country. Thus the above dual functions of the government 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 unable to 

provide electricity services at affordable prices at a given place and time. In addition, the 

government participation in the electricity operation activities may have stimulating 

effects for the involvement of private sector in the industry. 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 negative aspect, however, equal playing field might not be put in place, I.e. 

usuall y favoring the govel11ment side. In order to reduce and then eliminate the 

aforementioned negati ve feature, however, many countries throughout the world 
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restructured their electricity industries from government dominance based on vertically­

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. Reliability and reduced price of 

electricity are some of the benefits of restructuring gained by many countries such as UK 

and Chile. In the Ethiopian situation, on the other hand, a decade long restructuring 

process in the electricity industry produced no substantive results that call to strengthen it 

by putting additional restructuring process in place. 

6.1.2 Regarding energy efficiency 

Nowadays the contribution of energy efficiency in achieving the 3Es goals becomes 

significant. Many countries, states and jurisdictions throughout the world (belonging to 

both developed and developing category) implemented various types of policy, 

legislative, institutional, and regulatory instruments in achieving energy efficiency gains. 

In addition, energy efficiency measures can be viewed from the perspective of appliance 

& equipment, industry, transport, and building. However, under the Ethiopian specific 

conditions only the first three of the preceding elements are pertinent. In other words, 

based on the climatic conditions, economic and technological developments of the 

country energy efficiency measures in building and its contribution in the overall energy 

efficiency gains remain minimal. 

Energy efficiency is taken as the basis of the existing Energy Policy of the country. The 

Energy Policy contains important stipulations on energy efficiency measures related to 

app liance & equipment, industry, and transpot1 sectors. Accordingly, the Energy Policy 

expl icitly provides that the basis of Ethiopia's overall development policy give priority to 

the introduction of energy efficiency measures. [n pat1icular by introducing appropriate 

incentives the Energy Pol icy 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 addition, the Policy must be supported 

by appropriate detai l strategies and programmes that enable law makers for developing 

the legal instruments destined to apply the policy into practice. 
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Unlike the policy tools the legal, institutional and regulatory instruments of energy 

efficiency are not exp licitly provided in anyone legal framework of the country. There 

are various legal, institutional, and regulatory alternative instruments that may be adopted 

that su its the country's economic, technological, cultural , etc stage of development. For 

example, as regards the lega l framework different countries such as China (Energy 

Conservation Law of 1997), Thailand (Energy Conservation Promotion Act of 1992), 

India (Energy Conservation Law of 1997), etc enacted separate laws dealing only on 

energy efficiency. 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 wi th other laws like renewable and climate change. Empirical studies 

indicate that energy efficiency law in the area of appliance & equipment, and industlY 

can be enacted separately while transport energy efficiency law can be merged with the 

relevant transport laws. 

Energy efficiency laws require dedicated institutions destined to implement the various 

energy efficiency measures provided under its legal framework. These energy efficiency 

institutions may be established and funded through government budget, or sponsored by 

NGOs, or established and run privately based on commercial principles. Various types of 

energy efficiency institutions are established by many countries, regions, and states 

throughout the world. On the other hand, there are no specific institutions establ ished to 

undertake energy efficiency measures in the Ethiopian context. However, there are 

institutions established to accomplish other purposes for instance QSAE, EEA, EREDPC, 

Transport Authority, etc that may be utilized to undeliake energy efficiency activities, as 

may be appropriate. In establi shing energy efficiency institutions the different available 

alternatives should be taken into consideration. For example, estab li shing governmental, 

NGO, or private, or mixed, as may be appropriate, funded energy efficiency institutions 

both at federal and state levels should be assessed fairly based on the country 's specific 

situations. 

In addition, in order to achieve wide ranging results, energy efficiency policy, lega l, and 

institutional instruments needs to be supported by appropriate regulatolY tools or, as the 

case may be, standards. Energy efficiency standards and labels are the most widely used 

107 



tools in achiev ing results of energy efficiency measures in the various sectors such as 

appl iance & equipment, industry, transport, and building. Energy taxation, skilled 

personnel, industry voluntary agreements, etc are also applied in atta ining energy 

effic iency resu lts palticularly in industry. When we come to the Ethiopian specific 

s ituation there exist neither regulatory instruments nor standards put in place to 

accomplish energy effic iency measures in the fields of equipment & appliance, industry, 

and transport. Thus, in designing energy efficiency regulatory instruments all appropriate 

means of achieving energy efficiency 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 utilized in improving the multifaceted 

modern energy (patticu larly electricity) problems of the country? As part of the solutions 

and in addition to those suggested at different parts 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 priority areas in the ov~rall national energy policy framework of the country. 

In doing so, however, and based on the country'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 we ll as targets. What is more, in framing the national 

energy policy instruments of the country, the participation and cooperation of federa l and 

states including all relevant stakeholders should be given paramount importance. 

Second, when we see the FORE Consti tution as part and parcel of the legal frameworks 

ofRE and energy efficiency it does not allow enacting laws in relation to electricity at the 

federal level. Thus, to make electricity as part of concurrent legislative li st requires the 

amendment of the FORE Constitution. On the other hand, the various legal frameworks 

in relation to renewable energy resources and energy efficiency 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 

efficiency laws in separate legal instrument is the better approach that assists for further 

clarity and future easy implementation. Hence, in the Ethiopian context renewable energy 

or better called energy law ("Energy Proclamation") and energy efficiency law ("Energy 

Efficiency Proclamation") better be enacted in two separate legal instruments. 

Third, institutional instruments play great role in achieving the required results of 

renewable energy resources and energy efficiency measures. Government, NGO, or 

private institutions may be utilized both at federal and states level. [n other words, both 

federal and state governments need to establish and/or strengthen the required institutions 

destined to promote the development and fair use of renewable energy resources 

(particularly in the generation of electricity) and energy efficiency measures through the 

private sector and NGOs. Energy agencies, 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 role in the 

promotion and development of both renewable energy resource and energy efficiency 

measures. These institutional tools should be further streamlined for proper utilization of 

renewable energy resource and energy efficiency measures 

Fourth, regulatory tools become impol1ant especially in situations where due to market 

fa ilure economic instruments alone are unable to address the objectives of renewable 

energy resources and energy efficiency policy and legal 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 app lied. Licensing (or 

franchising), ROR and price cap, and performance standards methods are the widely 

applied economic regulation instruments in the electricity industry of the world, which, as 

may be appropriate, Ethiopia may utilize. Minimum efficiency standards and labels 

should be considered as part of regulatory instruments in framing appliance & equipment, 

industry, and transport energy efficiency policy and legal instruments of the country. 

Fifth , Ethiopia is endowed with vast renewable energy resources suitable for the 

generation of electricity both at large-scale and "small-scale" level. Private sector 
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participation in the generation of electricity from these renewable energy resources is, 

however, insignificant. On the other hand, relaying wholly on one electric power utili ty, 

EEPCO, to supply nearly the eighty million populations li ving scattered mainly in the 

rural areas of the country, may be unrealistic. Thus, different mechanisms have to be 

utilized that encourage the pri vate sector to generate and supply electricity from 

renewable energy resources. The empi rical assessment made in this study indicates that 

adopting the FIT law method used by other countries for si milar purposes contribute 

signifi cant advantages in attracting the private sector palticularly in the generation and 

supply of electricity from renewable energy resources particularly at "small-scale" level, 

which Ethiopia can make use of it. 

Sixth, unbundling of the vertica lly-i ntegrated electricity structure into the generation, 

transmission, distribution , and supply segments are the widely used method in many 

countries in restructuring their respective electricity industries. When we come to the 

Eth iopian 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 result p3lticulariy in 

improving private participation in the sector. Thus, the multifaceted restructuring process 

of the e lectricity industry must continue by taking the country's specific conditions 

including renewable energy resources availability into consideration. 

Seventh, electricity regulation entails establishment of an independent regulator. 

Economic regulation is one of the main functions of electricity regulatory institutions. 

Independence of the regulator from the day-to-day political intervention especially in 

setting the price/tariff of electrici ty services is taken as the major factor for attracting the 

private 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 electric ity and recommend and upon approva l implement thereof' which 

highly erodes the independence of EEA. Hence, in order to assure the independence of 

the EEA and improve the private sector participation in the industry, the price/tariff 

setting mandate requires to be wholly given to EEA. 
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Eighth, in setting the regulatory system of the electricity/energy industry of the country 

there are certain internationally accepted principles in the field that should be followed 

here too equally. 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, reliab ility, affordabi lity, 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 wi ll cost time and 

money to comply with, regulation should not be taken as an alternative unless it is found 

"absolutely necessary" to do so. The third principle is that "light-handed" regulation must 

be opted in li eu of "heavy-handed" regulation (or overregulation) and at the same time 

regulatory organs must be authorized to follow flexible approach of regulation whenever 

necessary. In other words, the electricity/energy regulatory legal framework is required to 

mandate the regulator with explicit authority to valY its regulatolY rules and procedures 

(i.e. li censes 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 activities in the Ethiopian context can be either merged in one regulatory organ 

or dealt with two different regulatolY institutions. International experiences in this respect 

show that both approaches (single, or two, different organ/s) are appl ied based on each 

country's political style, economic development, cultural situation, renewable energy 

resources availability, institutional and regulatOlY legacy, etc. Hence, as far as Ethiopia is 

concerned there is an established federa l government organ to regulate the electricity 

industry of the country (i.e. EEA) which with appropriate amendments and additional 

legal frameworks may be reestabli shed to regulate both electricity and energy efficiency 

activities of the country on the basis of single regulatory organ struchlre. Of course, by 

taking the invo lvement of diversified professional activi ties (for instance, electricity, and 

energy efficiency in appl iances & equipments, industry, and transport) into consideration 

the commission management structure should better replace the incumbent agency 

administrative structure. 
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ENERGY POLICY 
OF THE 

TRANSITIONAL GOVERNMENT OF ETHIOPIA 

I. PREAM BLE 

Ethiop ia's Energy consumption is predominantly based on biomass energy sources. An 
overwh elming proportion (94%) of the country's energy demand is met by traditional energy 
sources such as fuelwood, charcoa l, branches, dung cakes and agri cultural residues. The 
balance is met by conuncrcial energy sources such as electricity and petroleum. The most 
important issue in the energy sector is the supply of household fuels, which is associated with 
massive deforestat ion and the resultant land degradation. The increas ing scarcity of fue lwood 
is compounded by Ethiopia's high population growth rate. 

Ethi opia is commi tted to shaping its economic fu tu re. The government has adopted a strategy 
for sustainable economic development which places agriculture as its driving force. Th is 
strategy is known as ADLI (Agricu ltura l Development Led Industr ialization). It envisages 
the structural transformation of the Ethiopian economy through expol1-led growth which 
feeds into an interdependent agricultural and industrial development. 

Though Ethiopia is endowed with vast energy resourees 30,000 MW hydropower resources, 
1387 mi lli on TOE biomass resourses, 17.5 million TOE agricultural res idue, over 100 bill ion 
cubic meter of natural gas, 4000MW geothermal energy, 40.3 million tons of coal and o il 
shale and vast resources of solar and wind energy, it has not been able to develop, transform 
and utili ze these resources for optimal eeonomic development. Therefore, the Transitional 
Government of Ethiopia believes it is imperative to provide the economy wi th the necessary 
energy inputs at the right time and affordable prices. This wi ll speed economic development 
and help the country attain the objectives of the Economic Reform Program the government 
has adopted. It is necessary to formul ate a comprehens i v~ nat ional energy pol icy wh ich 
di rects the development of the energy sector in a coordinated manner that, concomitantly, and 
ensures that energy development is benign to the environment. 

Various attempts have been made in the past to formulate a national energy policy. However, 
th is document represents the first energy po licy to be formulated which takes into account the 
concerns of all sectors. This policy is grounded in the Trans itional Government's Economic 
Policy. An energy po licy is dynamic by nature. Therefore, this policy will be revised from 
time to time to take into consideration new developments. 

This po licy is intended to enhance and foste r "Agricultural Development Led Industrialization 
(A DLl)" strategy and is consistent with other sector poli ces. In addition to this it provides the 
necessary support and incentives the participation of the private sector and community, 
particul arl y women in the development of energy . 

2. RATIO NALE FOR THE POLICY 

Energy is critica l for economic development. Its importance stems from the fact that energy 
is a basic input in all productive ac ti vi ti es. including the household sector. Energy is a 
neccssary input to meet basic surviva l needs. In order to properly address the energy problem 
in the country from all aspects, it is necessary to formulate a comprehensive national energy 
policy which ensure least-cost development consistent with the country's energy resource 
endowmcnt and socio- economic policies. Morc specifi cally the need for energy policy, is 
based 011 the fo llowing rationa le: 
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2.1 To develop and utilize the country's energy resources on the bas is of Ethiopia's 
overall development strategy priori ty along with the introduction of energy 
conservation and cfficency strategy. 

2.2 To support other economic sectors to meet their 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 
uti lized; 

2.4 To ensure rel iab le and secure energy supplies to clishion the economy from external 
and internal disruptions of supply as well as price fluctuations; 

2.5 To change the current energy production and ut ilization practices and ensure that 
energy development is based on sound managment practice and is benign to the 
environment. 

2.6 To formulate comprehensive energy prices inorder to ensure financial and economic 
profitability; 

2.7 To ascel1ain what energy technologies and equipment are appropriate for and 
compatible with the countryts economic development needs; and 

2.8 To ra ise the effi ciency of the energy sector and develop the necessary institut ional 
and manpower capabi lities by introducing appropirate incentive measures, to 
undertake energy development programs. 

3. POLlCY OBJECTIVES 

The genera l objectives of the energy policy are: 

3. 1 To ensure a reliab le supply of energy at the right time and at affordable prices, 
particu larly to support the coulltry's agricultural and industrial development stra tegies 
adopted by the government. 

3.2 To ensure and encourage a gradual shift from traditional energy sources lise to 
modern energy sources. 

3.3 To stream-l ine and remove bott lenecks encountered in the development and 
utilizat ion of energy resOurces and to give priority to the development of indigenous 
encrgy resources with a goal toward attaining self suffi ciency. 

3.4 To set genera l guidelines and strategies fo r the development and supply of energy 
resources; 

3.5 To increase energy utilizat ion efficiency and reduce energy wastage; and, 

3.6 To ensure that the development and uti lization of energy is benign to the 
environmcnt. 
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4. GENERAL POLICY 

The government of Ethiopia's general energy sector poli cy is: 

4. 1 To enhance and expand the development and ut iliza tion of hydro logical resources for 
power generati on wi th emphasis on minihydropower devel opment. 

4.2 To promote and strengthen the development and exploration for natural gas and oil ; 

4 .3 To great ly expand and strengthen agm-forestry programs; 

4.4 To provide alternative energy sources for the household, industry, agriculture, 
transport and other sectors; 

4 .5 To introduce energy conservation and energy saving measures in ill sectors; 

4.6 To ensure the compatibility o f energy resources deve lopment and utilization with 
eco logically and environmentally sound practices; 

4 .7 To promote sel f-reliance in the fi elds of technological and scienti fic development of 
energy resources; 

4 .8 To ensure community par1icipat ion, especia lly the participation of women, in all 
aspects of energy resources development and encourage the participation of the 
priva te sector in the development of the energy sector. 

4.9 To stage popularizat ion c3maign through mass media uSlIlg variolls national 
languages to create awareness among the general publ ic and decision makers 
regarding energy issues; and, 

4. 10 To create appropriate instituti onal and legal frameworks to handle all energy issues. 

5. PRIORITY OF THE POLICY 

The Government of Eth iopia's energy sector policy pri orities are: 

5. 1 To place high priori ty on hydro-power resource development, as hydrological 
resources are Ethiopia's most abundant and sustainabl e energy forms; 

5.2 To take appropriate policy measures to achi eve a gradual transition from traditional 
energy fue ls to modern fuels; 

5.3 To set, issue and publicize standards and codes which will ensure that energy is used 
effi cien tly and properly; 

5.4 To deve lop human resources and establish competent energy institutions; 

5.5 To provide the pri vate sector with necessary support and incenti ves to participate in 
the development of the country's energy resources; and 

5.6 To pay due and close attention to ecological and environ mental issues during the 
development of energy projects; 
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6. MAIN PO LI CY ISSU ES 

6. 1 E ner gy Resources Developmen t 

6. 1.1 T raditiona l fu els 

1. A country wide affores tation program wi ll be undertaken to enhance the 
supply of fue l wood to consumers. 

2. To reduce the negative effects of agri-residue use fo r energy on soil fe rt ili ty 
measures w ill be taken to modernize and increase the effiency of the 
util ization ofagri-residue as energy sources. 

6.1.2 Modern Energy Reso urces Development 

I. Hydro power will form the backbone of the country's energy sector 
deve lopment strategy, as it is the country's most abundant and sustai nable 
energy resource; 

2. Ethiopia's geothermal and coal resources will be developed on the bas is of 
their economi c profitability; 

3. Natural gas resources will be developed and uti lized to meet as much of the 
country's energy demand as possible; and 

4. Promising areas fo r oil and natural gas will be explored by providing 
incentives to oil companies to encourage them to take in ex ploration 
activities. 

6.1.3 Alte rn a tive Energy Reso nrces Development 

I. Solar and geothermal energy will be used, whereever possible, fo r process 
heat and power generation; 

2. Ethiopia's wind energy resources will be deve loped to provide shaft power 
fo r water pumping and irriga tion; 

3. Coal wi ll be developed and introduced as an alternative fu el. 

6.2 E ne r gy supply 

6.2.1 Households E nergy 

Government's household energy policy is to achi eve a balance between the supply 
and demand for household fuels. Government will seek to stabilize their prices by 
Increasi ng the supply of alternative fuels and relieving the pressure on wood 
resources. 
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6.2.2 Tra nsport Energy Snpply 

The transport energy supply policy is: 

I. To formulate policy measures and g ive emphasis to the introduction of 
improved and appropriate transport technologies in the rura l areas; 

2. To adopt conservation measures to reduce the use of petroleum products in 
the transport sector; 

3. To decrease the use of petroleum products in the transport sector by 
substituting, whereever poss ible, to new non-petroleum fue ls. 

6.2.3 Agriculture energy supply 

Government's agriculture sector energy supply policy is to increase the supply of 
modern energy sources to the agriculture sector. 

6.2.4 Industrial E nergy 

Government's industrial sector energy policy is: 

I. To ensure that industrial energy supply will be compatible w ith the industrial 
development of the country; and 

2. To ensure that industrial energy use and supply will be based on economic 
and efficiency criteria . 

6.3 Energy Conservation and Effi ciency 

It is necessary to adopt energy conservation and e ffic iency measures in .ill sectors. It 
is a lso necessary to es tabl ish the necessary mechanisms to ensure adherence to such 
standards and codes. 

6.3.1 Households energy 

Government's policy regarding household energy is to increase energy efficiency in 
the household sector by instituting conservation and energy saving measures. 

6.3.2 Industrial Energy 

Government's industrial energy policy is to improve the efficiency of industrial 
equipment to conserve and reduce energy consumption. 
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6.3.3 Transport energy 

Government will ins ti tute and enfo rce measures to improve energy effi cicnct use and 
conservation in the transport sector in order to decrease petroleum product 
consumption. 

6.3.4. Agriculture Energy 

Wherever possible. energy demand in the agriculture sector will be met through 
locally-produced modern energy resources. 

6.3.5 Comlllercial and Service Sector Energy 

Government will adopt energy effic iency measures to eliminate energy waste in the 
conmlcrciai and service sectors arising fro m ineffi cient end-use devices. 

6.3.6 Mining and Construction Sector Energy 

Governcmt will adopt energy saving measures in the mining and construct ion sectors 
to decrease energy waste. 

6.4 Comprehensive Policy Measures 

6.4. 1 Energy and environment 

Governemnt will ensure that the development of energy projects, energy genera tion, 
transmission and use is benign to the environment. 

6.4.2. Energy Science and Technology 

Emphas is will be given to the following iss lles, in order to create awareness about 
energy science and technology. This will also serve to build nat ional capabilities in 
energy sc ience and technology fo r the optimal development and supply of energy 
resources. 

Traditional Energy Sources 

Conduct research on all aspects of energy development and utilization to increase the 
reliabili ty of energy supply, to arrest deforestation and to control envi ronmental 
po llut ion resulting frol11 energy use~ and 

Undertake research to increase the effi c iency of tradi tional stoves and develop more 
effect ive energy use prac tices. 
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Electric Energy 

Build national capaci ty in design, development, operation, maintenance and 
consultancy in the electricity subsector; and 

Gradually build local manufacturing capability of electrical equipmcnt and 
appliances. 

6.4.3 Energy Policy, Planning and Management 

Create and maintain an energy data base to assist in energy planning, management 
and infol111ed decision making. 

6.4.4 Manpower Development and Energy Education 

To effect ively undertake energy development programs and least cost energy 
planning, develop the necessary manpower on all aspect of energy development and 
utili zation; and 

To enhance energy saving it is necessary to create awareness about the crit ical role of 
energy by educating the public on general energy issues. 

6.5 Energy Institutional Issues 

It is imperative to create an institution which is entrusted w ith policy fOIl11Ulation, 
priori ty setting and coordination of all energy sector development activities in order 
to coordinate and ensure consistency in energy resource development, and to avoid 
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 26912002 

~ Rural Electrification Fund Establishment Proclamation No 31712003 
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M .. I'1: OJ)'.I'" 'I'Hro: ";;'·"C:., II 'J.~.f,'J.~'!p;. J,;;':I'C:'" 

, ',~'i 

',' ~ . , ,,~ , , .. ' - . ".-.j' 

""'';".: h '':A ,"~.): , ... 
t,. •• ,:<; f t,.'}> Y: /,II"l'!' lJo~:r~1' 

ft . .1'Y.· M JA:tH 

t; 

~ ''''11 ",'''''l'''lIro' I)l..i )(\.ro . .f1'~(Tl J.j,.I:' ~t.':' lro' 
" ,.. ", 

. 111 "I.e:, .~~"'I . l..l\,h·l-t.h"'l.~D'} ""~' , "'I n1'~~"' " 
, .... , , " ... '. 
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7, Management of the- Agency 
n The A,gene), shall have - a ,General, ,Manager, to 'be 

J.l.ppo,i'nled "by the GovernfJ1ent upon ,the 'recommen­
dat ion of the Minister, and the ,nec~ssary staff. 

2) The General Man,ager shaJl be the chief ex~c ~live of the 
Agency and sha ll , subject to gene~al guidance by the 
Min islcry, direct and administer the activi ties of the 
Agency, ' 

3} Without limiting the generality of sub-Article (2) of thi s 
Article, the Genera l Manager shall: 

, (a) e.xercise J,he powers 'and' d~ties of. the Agency 
specified under Article 6 o{ thi s Proclamation' 

,(b) ,'emploY,and administer ,~mpl oyees ,oftheAgen~y in 
accordance with dire,ctives ll-pproved by the gover­
nment in compliance-with ' the',basic 'pri'nt:iples of 
federal civil serVice laws; 

(c) prepare and submit · .to the 'Ministry the work 
programmt an9 ~udget .,of ~e Agenc¥-: and im-
plemen~same , upon ,approyal;' " 

(d) ' ~ffec.i expe!,1~itur~ in accor9~,n~e ~ilh, the b'udget 
' app_rpv~~:fqr. th~ ,A.ge-~cY ; ' .. , -, ' ,', '; 

(e) represent" ttie Agenc-y in <ill its 4e~l itlgs with third 
panies: 'v;.::-,,- -:, ' '-. -':",,~ ,:( ' ..... ,. '!-", 

(0 prepu;.e and submi t to" th~ ,.ly1ini.sliy,th'e·a(;~iYitY " l!nd 
'; '-", ,,:, .',,~ financial reports Qf the Ag~ncy;:'" ":"' .. '" .. - , ' 

,', 4)' ,}'he, p ,enerai ~.,.~~g~r may dele.~ate. Rart, oL~~s , pow,ers 
'a!1d ,dut ies to plher ,officia l~ . . and' -e:!1lploye,es. of the 
. Agen~y to_, t~e e;x;~enllleCeSSafy 'for.th~ efficient p_erfor­
fJlance of il s,,,a,ctiv ities; provideq, hoy.:I1.v.~r, · that in , the 
case, of delegation to act on behl:llf .pi'. the .. General 

';Ma~ager !or',mor-e than ~tiirty , (30},days, prior 'llPproval 
'; ~ bY'the)v1 inisteqhaI1. be '~equ ired. ' " 

8. " B,udget .. '''' 
i) The pudg"t Of tj1eAg~nc~ , shal! be drawn from Ihe 

foljowi,ng sou(ces: , ' " ' 
,,- ~ , , ' . ' ''' 

(~) b~dg,~t .?-llo,cat~d b~ the Govern'rnent; ' 
(b) Iic~l1 se fees; and ' 

" (c) ' ' mo'nies frpm other 'sources" 
2) , The fund 'refe rred ,to in sub-Article (1). ,of '·Ihis Article 

s'hnll be deposited in an" ac~ount op.ene9 in the. name of 
',- :the Agen~y ~nd b,e e~PLe,nd~d fq r ,the"carry,ifl£ put oUts 

ac~ i yit ies " 'jl), ~~cord~nce, w~t,h fed~ra~~ ,fina!lcial adr:nin,is-
tra.~ ion laws, ' , 

9, Books of A ccount 

I) The Agency shall k,~~p c~mpJete 8[1~ accur~te .boo~; of 
account. ' 

: 2) : The hooks of .account and fi nancial ,documents of the 

.- A gency , ~h~U :be a,lIditeq , anr~?-l}y b~ . the Audi tor 
General or by auditors designated py~ njm: 

" ' , ., "\' 

:,' 
" P~RTTHREE 

R equirement and 
Conditions of L icense ' 

I 0, Requirement of Lic,?lIse 

"", , 

I) No person, J)1ay generate , transmit, distribute or sell 
electricityforcomme(c.i<!.J purp~ses unl ~s;; he is a holder '_ 
of a license, ' 

," ' 

I , 

; 

.1 , 
1 
1 

i 
I ' 

, 'I 
.. 

, '>, 

! ' , , 
:' 
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II. 

2) Any person desJ ring 10 ge.n erate,- ~fraAs-rhitbr' di'; lri bute 

' ~ Ietthc'ity f6f~ bh:ca-rilme~t i-ai 'putpo~es shaH notify the 

Agency, in-advance, and produce documen[s ev idenci ng 

thal he has fulfilled environmental prOlect io-n and sefty 
, con'ditiorls as req'uired by the Agency. 

3) . Any pers'on g'en'erating e l eciri ~ity b y_ins t~! Jll!g ,a standby 

generator.may use the existing supply system of the area 

by' entering intq agfee·m'ent with the conce;'n'~(j licensee. 
- . _C' .. , '. ~ 

I) Any person may be js~ued . ,.w it~ ' . .1' .Ii cense where he 

-'; ,. sa tisfies . ,.th e .. quajify ing condi ti ons~· ,'~petified in ' this 

Pro'ciamati.o.n·, ,t:eguiatiQIl$ '~nd ,ci ir~cii~'~s:jSsued hereun­

d~f as 'w~iI ' as ' i '~ 'fh~ -i nve~lrr;ent ·i.~~ ~:ri,lld ~rdn to"n'fJr-
. , mati ;'; by the Agency tha t h e ,'iPqu;~'fif{ed )O carryo n 

, " trade unde.~ '~he_ Comrne;·ci al·code . anK,h·~s t-~~ financial 

" ' reso'~r~~s,, techni j:al comp~'~e[Jce_, pr6~~,~~ion,al ~ ki!l and 
.. ex per i enc~ 'req u'ir~d to fu J fi illiC'e~n~e .o'~ ! i galions. 

,;. , 

,' .. , ' ... .. 
". -:2) ._\·~Ah·¥ · per.s-on ~\¥ ho "~as ,be:en p)gaged i,~ : the ,generation 

trilnsm'iss i-oh\ d'j'slri t)utioh ,<).Iia:kaltM e'le'ct'rici ty prior to 

the comi~g jn'to force. ~f t~i~~"Proci~~lat ion shaii 'he 

re'q-uired to sUbmi't ~h; app lic.~d<?n.: ~Iong with the 

~,ec~ss'ary ,'par(i cll l a~s, a~d:oQra i ri a li c.ense .. ;" 

t2, . ,Tran~fer ,of License ',: ~.~ "-;','" '~'" -'.r ~. 

A license is~ued -pursuant [0 .this :p~~damati on ~ay 'be 
ltransferred to other person wit.h ,the pd or ,co,nsen t of the 

'-. Agenc.Y1 under·eondiLions t? be sp~cifi.~d .by r~~~ la t i.ons:,., 

13 . Obligations of License ,, __ . 

Any licensee shall: 

. j') ·'·''car;.y '~~i th~ ~eri:erhti'oh: frarismissicHl'," dlstii hu ti on and 

sale of elcctricitY:iri:' a"ccord imce witli this ,pr'oclamatio n, 

regulationand di rectives "fsslietf'her"&'liiideh{s"well as in 

compli ance "'lith 'envlro<nitientalc-'~roiect ioh~laws and 

qunl ity'standards d etenni ned~b9'th.e .Agl!n cy;;-),. I - ', 

2)~~ ' ~e~p ~~Iev ant records bf 6rx;~ad6~5~6hfnrt ;tep6tts and 

, ' ~ u'pp'brt ;"hg documents to t~~ ~g~~C~.1h>~bc~rdance with 
" .. d irecti'ves to be issued. by ihe 'Mjii"j ~ter; , 

3) 'make books and records of operatio~. ~vailab l e for 

inspection by .duly authorized offic i~ ~s 'o.f.il~'e Agency: 

t4.. Suspensip!1 and,Revocation of.!icense ',: .. · 

15. 

1) The Agency may suspend or'revoke aJicense whire the 

, licensee f~i l s to comply' with o~hgations ·spec. ified in this 

Proclamation, regulations and directives 'issued hereu n-

der as well as in the license, ' 

2) Prior to revocation of a license, the Agency shall allow 

the licensee .such time as -it deems sufficient to rectify 

3) W,i th out -prejudice to t~e ri gh ls .6f'he;r~, 'the' Hcen'se shall 

he revoKed upon'- deh"th of' the l;ctnsec elf upon 

, liq uid<ltion' or' de."clarati"on · of 'bankrtiptcy" under the 
relevant law. in 'th'e 'case of jti't idi'cal'persb'n. 

Charges 
No li censee may claim charges in excess of [he tariff. 
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I) The li censee may not j'ntcrrup e"lecU'ic ity serv il.:t!s except 

for the following re<lSons: 

(a) to inspect, repair, maintain, aaJust or to .undertake 

o t'he~ n~cess~ry workS rel ~ ted ' t? elec tricir! equip-

. ~ent or iines,: . '~ ~ " , . ," ,,' . 
(bf. · where [lalru'a(~~la~iiie's 'such ci~ i]oods . . 1 ~lnds lides 

:o"f e~:rthquukes 'or-other evehfs beyo_bd the 'co'ntrol 

~f the licensee occur; .' 

(c) Where cust~mers t~ujl to pay .. ~natg~~: .; ,,.,' 
. (d) .where customers. utilize unau th9riie'd eiectr.iCity, 

}u/\.)I-)-I.)I n.m"·Y" : _ c.onlrary to the terms and. conditi ons dg reed upon. 
q~ & ••• ·;.;: IIlLU -/'·)of>lI· .j lI-~h?<I'·1.: !!M· r :·I· uU~IH'-)· ; ~ . 

Y' ,' ll·')·.(J,y::l·: rihl\,h:,·i.)', A?'~"i~;'·i· · h dt:~t.m' tl ?l'l! 2) . TheJ i!=ensee-shall·.n<?tify the g~ner~ ,pu ~lic:24 .hou rs in 
.. " ~. .. .. .' advance of }nterrupti ng electrici ty serv ices as speci fied 

,1'\ ·'" lIi.·)- ~ : ' :,i l :' : '''I_/ll' ·-\1fl."-"Hf"'I~ __ iri:f; i,~iI·)· ." 
un'der sub-Article t l )(.a) ~f thi s Anicle . . ' •. :'i' :':-

,II ,h. I..!/! :'II: .\': . . . ,'· G ·d · 
.• , -<. .. ~ ·17. ·Niwona ; n ':.' A· (In')''II''')' f}',"/{);,·ri'-'I:.\, u'li'1iD''}9'' r(-.t\ ;I .. :t!- ' Uo(fl~ . . ' .,"' i .. • ""; ,',_ 

.' -,I ) ·.· The Goyerrrment .. muy{ by ·'moiifi~a·tio·n ,.'~.specify and 11 ~'~:(1)~ : 1"1 :; i"C 'Y"" Ht"·} -'f )l;(i.h·)-ttl · ftryfl , t·/fl\~,,1' f7T'fI 
.j. transmission line hu,iing,no'!less ihaii .l3.1kW:ri.ir'national 
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11J':Hl f.wrViA :: 2) Access to such H.~~-,~Y']jceh~e~·~ ·_~h~l\""be.detenninea ;by 
.>t.fl,t! ·}/, h UI.V. f}'H: trJ- (iii' ti"AU:Y ~1Ir·1 ; m .l'.9" . m >-,_cn :C.I.I. . ... ' ; ":'regu lati Oris .. :' .. :', . 

A'li: (\I\rlfl"h 

~. "'I'}i,:ij,·y·,, · j·lflt:;<f..t': · liaj ;6~ ',J1C' mY_ inc (D'll'r' 

h.A.II ·';:/. i{i;'~·i ~ I·f. J~i 11:'/.l-.I1:i",·';, 11'1- y:oi .. f l1h.t 

~. 

') i'I .(lI' /'..4' Y: Iryurr ,)- ~).(;,cn:h~\ :: 
, , 

u'h';'i,;:y'i> '(~J._;".';.; "jlli.~ :f-A',f ni;~1'rot""\ 1.t.t.""1; 

: ),,~.ll:'·1.11 "'Y. /11'''-' . '''' ~hll.&.~-''I'I-.e,''''Lf 11),.:0 
f'I.(/I ' /. .. 4> .1': wl",.f ·1· Y.f;'tll:J'f,\' :: 

. i:' ··'hl\,}I:'-l.h mj.'. 1I"1t: tll.fl'I' ~(\1fl·l· . (D,e.9u "W.r, aN,I,l" 
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/II'Y" t'\'}:'· f}hl\,h'}l.h l"I.·9"·Y·,} l'l,r"1.t': m,e.rr t'),f',rS:"'t:: 
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~t.I " 

ll .tl:~)'t..·}"" 

~/'.II. 1,:, ·1. i, .'~' ~'r:(i-) .. le(. .",-.y: /I "" I.,'} it ~ ""rl1<1''I'' 

~ . 

1. .. 

"'/'}';:OJ'9" 'lftt_:~ ,t': :11"'11 7,:ciJ -i"YU ,('tw' t-I':J- fie: mY.tr~' 

''''I.:'· .r/l~ y-~"I'C '.'/11. 11",,-,11')' fI..lI.h·j-(.h ""~""C 
I\tll'IIl: :)'} : l'I(/IJffi'n : ftlflJ'li7iA ; /,\OVOllCOVr: m.eyn. 

· {fJI fI flU,,:}' ft ,ftj'} r) ., .; fOJ . ." rat.tVJ' _,·°1 q r.':~--'} U'Jht;' 01, 
p:.y.~", " .. 

· " . '. ,'. '., '.- .. ;. '.'.:: , ' ... :'. "'.' . 
q·M .. ".~' r)"II.II ·'f-I.11 "n.II:'·"'"·'}' 1"(,.9'1-1 N"I~ 
'Is: flfl()(;t'JA ftn/.lr· ~. m~)~y.. ilh.·":ll :)·t.h oufluoC II$!. 
},,{'.:} h .. Pflh'}I\· \,01/:.1"1\' 11(."'.1··'} fOD'I! t.'T'r. f01lrTD(:i 

""t.I /11M" MI~·:·l'··1 , /,·Hl",·y.:r·1r. 1I.~"1- \1(.'1-1 

VIP/MII?J': '/11-11-'1- },(\(11' :: 

18. ' .1mpon.,br Export 6fEJec;;';city :,. 
'1)' ., Ai'ly"Hceri"see 'de-sj'ri~g' to' emparl ~lectrici ty' gcnerated 

within ~thiopia ' shall· have to obtain'.prlar ·,p~rm iss ion 
from' ,h-- eA'g"e-n·-c_y.:· '.·:: __ . <";','"., , ; ': '.. . ' .. , . '- ,' ~ . :., _ •... _ . 

. ' "2f' -'Any · ·i iCen~e~ ··dJi~irl·g .to · ~~xport ~'l ec:t~'i6ity gt!herated 

within Et.hiopia shall hav'e "to oblaiif prior permission,I' 
..... . . frb'~the AgeN:Y . . 

' 9._ 

20. 

3) Cbhdft'i6~~ Vor. th-~: rmpoft'~n8 'e~'port ot' ~!~bricity shall 

, b~' 'd ~tenn i ned by the ' M';n'"i~trY; ~uhj~~.t !o.' recomr:nen­
.. o;Ho~s made by' ihe A'ge n;y·~· .. '- ",,": .'~ 

\"., 
inspection " '._ 
A~ 9ffic'ial duly auth~rized by' (he Ag~pcy may', ·at all 

~~asonable times, enter premi~es and :r~ ~peclml'd su pervi se 

the . generation, transmission , di stri.bu~ion'. ~n'd sale or 

electricity without unreasonably impedi ng ' or oh!'itructing 

activities thereof. 

"",: 

" .-

" .... Use ,of La'nd for Electricity . 
Supply Activities 

Use of Land 

I) A licensee may en'ter iand or premises i'n the ho lding of 

any person and carry out 'ac:tiv iti es requi red to t:Onnect. 

repair, upg'r<id e, insp'ect:& remove ~ e leclri c~i'1 lines. 

2) The licensee may have the ~i ght to CU'! and lop trees or 10 

remove crops, plants and othe\ things lhat ohs truct the 

construction or operation of electri cal works or -may 

cause danger to elec trical li nes. 
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IJl'I.m· ,) 1'" UDIV{.-) · ' 1"/ f{1DnJ. A "/}!D:J · AM1-,. ':: 

aD!.'} ' } M""~ni·} 

"'11~: '0l'9u Ilft t .j'.f: 'ftjh1HI>-r:"r ~.flt\ ll"lA f-I'.PII'} 

ffU6,:' · n,11'" ffU IVt.·)· tl.f'lth·(1J .' )~:-1··~t\ i: ' 

M 11'I·u ·1 T~ '} 
~. uy·g'",.y" fl1'l' ';'1 'I'~'i "fi..l\,l)·j·th ;,~[:h.) · ~AI' 

' lIV" ) 1l"1~';' ooftf ·}i; .ryt'lr·} .e1'dl:h~\ :: 

r,. '"n>,'ro'9" 11M .. "' .•. : fI;.~.h ·)·t. h On~aDC il.lf L',:> fh'I ' 

'"1m") 'n'} · I·II·) · ~· r''''lfc,:> '} :,~~.H· ;'MH·" 
M I\,~;·r· on iI:J' S"1'r, /U "·1'1' 

1I1,.MI·}t h "'I~· I·~M .. f ''In .. f1':r· m,l'.'" OD ~OD r::r· h~" .. 
n .. f n .• ,,}·11 · I ·~,I'.·Y· 1I ~1.",m C~' T hMI fD'~1' "J '},,:)': 
1':1'., ),t:·~·1':r· , ·;'·HIA·y:·r· '<",1'.9" "'I""'ro',}9" ~.~ f!1:"'I. 

\ .} ~ 11 .(', .<'~:I 'm·'} / ut·1' ··)'· ~'"/h\'m") ;',I'.;rt\'I" " 

Il 'ltlC f/D -lt.\'1 .P9l -·)"' fll\ lID m4'9n 

iI~~,,""~ nlfL':>", ' fU·/~· I ·~M •. f ""~,,,,[:'1' tb~"'f l1~t.-'" 
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f"'l.m~\(D·'} '1'':> naDht.t\ "l.,}.Il.1~1Ml·)· il.mf~ ODr,: 

4' .• : ;,~II'}" 
)"I\.n-}I.n N"/ OD'} C.l.l.:,. nfD '~ f1ft ov m 'P9D 

ii' ilnt."''';' .f~r:,}9" .h r,:.f /.,I\,h·}.::h N"IOD'} ,,)..). 

nm·y ~ ODm"'9' ,I'.:ht\ " . 

~. I.~.ll:,·,::h ~'"IOD1'Ll . :" nco'" f"'l.';'.j' 9~ 'i~ .i.,"Y:' 
nm·y ,,·11'" ;,m"' ~'9" /,'T':/!' '~'rc :i ~!IiHfrr, .I':'};)'). 

" lIl"1"~ '''' II-' /.'} f ..... /J't16'.A'1cu·"} fro "1 oum<f'O"f .. p t .:P.f ." , 

1 .. :n~. ro· I, "I 'HI .r~m··) 1J ~(Ut\nn mh~',I'.nmip&\" . 

q'''l ''' 
?i--:--:ry '}~:1II'9u "tH· n)"fI.h:/·th U'/ {fII16"1 · ·, ,· *qri·~, m'iY" 

Ill,.n.h·"''.h '"m ' I'~~~"(' m,l'.9' '"'1h<\,t .. r ODhdDr:'{' 

~ .r. 'l''' ''' .fr.Ln ),'} .•. i/'\ ),""11 iMOJ' rtln~~:;, 
,,,, ~,,,.). ,),"I .• :'},:>·I. "" ,pL') ' f ll'Am f"'l . .l'Il4, ri] ··~&\U'\ 
n~ ' 1 ' 4'C h i; qOD.)· );~ll n qdD'l' l i"'L":c~ )\' ~ . 

'"n>"w'9" IJ~~.'" .•. : .e.U1 ;,q'~ Olj!-'" ;, 'I'JP ~"'1~~. 
~9" from' ri il.(ir,- iinaD~ .f1':r·'} f"ln l.1 f.i/' \ 

1,"I!J -n fl l'l.CD · fan~~: t\:-;: ;,n':"6I>J. ;nol J':'};J1. ""/Pt.':' -. 

~.". nlf.\ I: 

,[,:t. P./·flr, ffJlfTOl..r (''''/eu· a ,.) . , .... t\tT)'} ."',. 

p. ,l'.U1 M'~: ~~I~t.~Y" f"'l .. r~~.M· dn:r'1 foun.)· 
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3) \Vhere the liceh~~e d~~ires to_act·~ndcr.sub~~rf.itie (1) or 
(2) of this Article, he shall no'tif)' the ti~lder of stich fand 
in advance thereof. . 

21. Compensa tion 
The licensee shall pay compensation, in ac(;ordance with 
relevant la w, for (~iam~ges ctlused to the property of a 'Iand 

holder while acting unde~ Ariic'fe 'id he·re·in. 

22. Expr~~rja~j~n'Dii~~d. '~ . '.' ,. 
Whe~e ' public i nter~~t s'o justifies, a li censee may be made 
ihe . beneficiary of an': - experoprlatlb~measure, taken in 
acc-ordance-with':the laW., over pfiva~~ ' l ind holtlings . 

23. ' ~ Town Plan~ ' . ", . 
_J " 

1) ,Any. master plan oCa town 'shall clearly. demarcate 'and 

shQ~ the electrical supply.sy~tem laYo ur: thereof. " '. 

2) Any li censee ,shall, while .cOnnectin·g- electrical 'li nes, 

comply with (he master. plan of the town, 

24. Other Consrrocl-i6ns'and Works , ., 
No;construction; fanning. plantation or,any .other activity of 

a permane.ri t nature m ay ~e_carried ' ou~ within the clearance 

zone to be~et, by .Iegu'lation~, . adjacenrto electtidr<l:nsmis-
sian stations or lines. ..... 

·25 ; . ' Access to Existing Facilities 
The li censee shall allow the use of his transmission line to 

other licensees where their reques( is without .im¢eaiment to 

his .undertakings and-they pay tpe .amount tG be detennined 
by the Agency. " • 

" i· 

.26. . Use of Water. for 0e General/on of Elect.riCity . 

n The "licensee ma-y- use water, free of :charge, for ' 

generation of electri~ity. 

2) The Agency mily , represeritirlg the concerned mHhori ty, 

"' issue ,tne required water ·Us·e"permit·:to ·-:the. li censee in 

accordance ' with the , Water ' Resources .. Util ization 

Proclamation No. 9211994. 

27. "'Penalty 

1) Any person who cause's harrrt ·to hfiy '-eiectricity 

generation p1ant or transmissiori or distribution line shall 

. be punsihed with rigorous imprisonment from 5 up to 15 
years, un less punishable with more severe ,penal~y in 

accordance with relevant provj~ions of the Penal Gode. 

2) Any licensee who ': vib'lates the provis ions" of 'this 

Proclamation or of regulations a'~d .. ~diredlv'es issued 

hereunder shiLll be puni~hea ' 'in· accordance with the 

, ,- Televan't provisions of the 'Penal Code. 

28.- Power to Issue'Regulations ilhd Directil'es 

' ~ , . The COl.lncij of Ministers may issue regul~tions neces­

sary for' the implementation ofthis· Prod~mation. 

2) 'The Min'ister may issue ' directives necessary for the 
i~pleme~tatfon of this··Proclamation. . 

' .• " ". ". .' . . . .' . ~ , 
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29. Effective Dale 
This Proclamation shall enter into force as of the 7111 day of 
July, 1997. 

Done at Addis A~aba , this 71h day of July, 1997 

NEGASO GIDADA (DR.) 

PRESIDENT OF THE FEDERAL DEMOCRA TIC 
REPUBLIC OF ETHJOPlA 

o 

..fl C'I1'i' MY" """''''' .. 1' y.-cj!··1- ;"" -01> 

BERHANENA SELAM PRINTI NG ENTERPRIS 



6of-o Ira fA ";J 6:r ;J Un] 
FEDERAL NEGARIT GAZETA 

OF THE FEDERAL DEMOCRATIC REPUBLIC OF ETHIOPIA 

1l9"'}'r>;' 'l.UD1· ¢1'C Y.1 
~'<;'Il M'l~I'C ?it 4',} TDn!! 1l~3'r'kY &..e.6-~'f .<;. 'T"h t· !l.Y'f tT'llt\.h 

f .:h ~111 TCDt) 1':1' 9"h C n. 'I- m '11: H r CD"] 

8·Year No. 16 
ADDIS ABABA- 31" January. 2002 

tryar6fiJ. 
.'l'~ ¢'1'C moD m tm 'I. 9" 

rh.'l-l"'kY r1mC h.~C)( A"'I1'" "'Illlrt-y "'IahA 
"'I**"'I,Y ~'I':( ........................ "" , = "" .. " 1)1;' §1L%f1 

M':r'C <h'pe n~!i/liH'!IT 
rh.1-r·A',P f1mc idCi\: A"'I'I-" "'Iolr.!"r 

~lahA '} f1~I!Ii!li9" rCD"] ~'I':e:. 

h161> f9"1'h'rflCD' 'Im<;-'} "'IahA ,P!'.L1 fh.p<;,"'I. 
-1I..!l. IlODII'~ "r, llllUY" 7't\.I'\, UDU't,,} f1m';' '} H~1: 

"'/"IOt·'£<;' i\.p,;,"'I..r'P. ag:11' f1"'1L':>1'1' fh.~C)( A"'I'I­
J ~ ><; 11 UD II' " , _ 

111m';' ,,'o~f"'I. fin· fh.~CJ\: 9",}t:"'"1'" <t-h<;'II':{l"1' 
',,'1-<;, A"'I1' fPc'H 'lllm'r, Il,H,r,:e: v-i,;)' aot)'tY.' ,rllll'} 
!ODlr'ri 

1l~t)qO. ~~ ;,II';)''C '/')I;'a'~ f"'l .. p~,e:LCD·'} A"'I~,£ 

h.~C){ ~tn,!l' 1'Yu 1I11""r,o/. /I.e. un , /'I']')' Mi~1. 1I°°1l'~; 
,,~ILU,} ~~"'1l"1' ""11]('·,£ II"'1Y:t."I" '1I1,CD' fPA,,],}" 

" 'll]e ,rllCD' i,i,e: (,.I'\.'} f,fll f&..e.('·A flU'}'IP'1- aoP'tY 

L'} "'1**9" ~06NL If';' 1l""1"i1" .· .. 
1Ih.,ry·A·,r &',e..tNP. .<;. 'T"h t,l'\ .. r'P. tT'O II..h .:h'1 

~'}'I P'''' ~'}</>~. :i?;(ii) aDU'L-I' f"'l.h' /·lItv· ;)·tv·~A" 
~'I'C cao 
,e.u i,'I':e; "pii.,H·A',P P1mC ide: .. : A~I'l',' ~11l1r.!"r 
"'IahA u'I!~!Ii"'l .. r ~'n~.: <h'I'C ~j'::'?i!iiiif'E!" '/"011' 
t\.m4'o ,e.:J'~A" 
'lc:\~. ---
P,4'fI' ~'''111 flA 'lel'Y" r"'Ul'\mtv' I']t\lr~ 1IIl'/'4'C 
IUI.U i,'I':( ""0'1': 
~. «~\.'/C)·C' 1I'l f\:" hlJ\"""'lil : hev':') : h~~),.j·C"'1Ai 

11O,/' ,t', , h ',t,·o , ),).r:,u·Y" ,"',~?i I']&\[/'''' ),,},e. ~ ,~:e:., 

"1!J.e:',',} P'''' ,\1'\ fI' Y",}t:"'"',),· )'" h/\'1'r'1' p'~fI.pr· 
4:<'1'/:"+ V "'1.1 ''i',' f\1m';' ' )11L'/'1'\11 P"'l . .P1f1,,)" 
;).et'l. '/(/)-: 

.0'<;' 'f';) 

Unit-Price : :30 

CONTENTS 
Proclamation No, 269/20Q2 

Ethiopian Rural Energy Development'an'd Promotion 

Center Establishment Proclamation ........ Page 1707 

PR{)CLAMA TION NO. 26912002 
A PROCLAMATION TO PROVIDE FOR 

mE ESTABLISHMENT OF am ETHIOPIAN RURAL 
ENERGY DEVELOPI"fENT AND PROMOTION 

Cb"NTER 

WHEREAS, the country is following rural·based 
economic policy; and the development of energy plays a 
decisive role in ensuring sustainable socia-economic progress 
of the rural areas; 

WHEREA ,c, il is essen/ial to undertake the study and 
development or energy resources and technolog ies. sui table 
for the rural areas in a systematic and coordinated manner; 

WHEREAS, it has become necessary to substitute wilh 
modern 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 government 
organ conferred with appropriate powers and duties; 

NOW. mEREFORE, in accordance with 'Arliele 55( I) 
of Ihe Conslilulion of Ihe Federal Democratic Republic of 
Elhiopia, it is hereby proclaimed as follows: 

I. Shore Tiele 
This Proclamalion may be eiled as Ihe "Elhiopian Rural 
Energy Development and Promotion Cemer Establish­
ment Proclamation No. 26912002,'" 

.., Detlnifions 
Unless the context requires otherwise. III (his 
Proclamation: 
[.) "Energy" means power generated from biomass. 

water, _geothermal, sunlight, \Vind ... non·renewable 
resources like petroleum or minerals and other 
various materials used for rural communities . 

'r;J(.-} :1ILflJ ;1" ''1 .• ,:. ·ii·tr.t! 
Ncgarit G,P,D,Box 80.001 
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2) "Minister" and Ministry" means the Minister and 
Ministry of Rural Development respectively. 

3. Establishment 
I) There is herebY established the Ethiopi an Rural 

Energy Development and Promotion Cenler (herein· 
after " the Center") as an autonomous Federal 
Government organ having -jts own ju ridical per­
sonality . 

2) The Center shall be accounlable to the Ministry . 
4. Head Office 

The head office of the Center shall be in Addis Aba ba and 
may have branch offices else where as may be necessary. 

5. Objectives 
The objectives of the Center shall be to make condi tions 
convenient for the development and promotion of rural 
energy resources and technologies. 

6. Powers and Duties of the Center 

7. 

8. 

The Center shall have following Powers and duties: 
I) identify 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 country and improve indigenous energy 
technologies; 

3) coordinate, encourage and assist energy study ac­
tivities; 

4) study the energy demand, supply and consumption 
patterns of the rural areas and compile data 
periodically; 

S) stud y the production, distribution, utilization and 
conservati on of affordable and efficient energy 
resources and technologies with due regard to Ihe 
protection of the environment and promote same to 
the rural community via private, public and other 
sectors as the case may be; 

6) ev aluate the social , economic and environmental 
impacts of using various energy sources and tech- ~ 
nologies; 

7) provide consultancy services in the energy sector c ,. 
with or without payment as the case may be: 

8) collect and own information related to energy " 
stud hies, and rna)' rn athke it avaHabble toduselrs Wibth,o,r L 
Wlt out payment as e case may e an a so pu IS 1 , 

and distribute journals; i 
9) require and obtain any information, relevant to its 

ac tivities, from any sources~ i' 

10) raise the awareness of the rural community and "­
provide train ings concern ing the production, dis- ~. 
tribution, utilizati o,n and conservation energy; and ;.' ..... 
cooperate with regIons; 

I 1) In cooperation wit~ others participate in all com- { 
mun ications on energy studies and researches i. 

related to its activities, and co-operate with local, f 

foreign and in ternati onal organizations for the r 
attainment of its objectives; ; 

~. 

12) 

13) 

own property, enter into contracts, sue and be sued ; 
in its own name; 
perform such o ther lawful activities as may be L' 
necessary for the attainment of its objectives. 

Organization of the Center 
The Center shall have: 
1) A Director General to be appointed by the Govern-

ment; and 
2) the necessary staff. 

Powers and Duties of the Director General 
I) The Director General shall be the chief executive 

officer of the Cen ter and shall, subject to the general 
directives of the Minister. direct and administer the 
activi ti es of the Center. 
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2) Without limiting the generality provided in Sub· 
Article (1) herein above, the Director General shall: 
(a) exercise the powers and duties of the Center 

specified under Article 6 of this Proclamation; 
(b) employ, administer and di smiss personnel in 

accordance wilh din,ctives 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 officials gf 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 yeneral 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 
following sources: 
I ) an annual 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 
1) 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 Auditor 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 ofthe31"" d"y 
offanuary, 2002. 

Done Addis Ababa, this 31"" day of January, 2002. 

GIRMA WOLDE GIORGIS 

PRESIDENT OF THE FEDERAL 
DEMOCRA TIC REPUBLIC OF ETHIOPIA 

o 
11cY1'i t1t1r UY-f' '''I..p .t'.'c,'(.·?· :"T(7fJ 

BERHANENA SELAM PRINTING ENTERPRISE 
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2) "Center" means the Ethiopian Energy Development 
and, Promotion Center established by Proclamation 
No. 26912002; 

3) "Corpor<1tion" means th~ Ethiopian Electric Power 
Corporation; 

4) "Director" means the Director General of the 
Ethiopian Developm-ent and Promotion Center; 

5) ''Executive Secretariat" means the Ethiopian Rural 
Energy Development and Promotion Center; 

6) "Off-grid" means any electric supply not covered by 
the Ethiopian Electric Power Corporation Electric 
Supply System; 

7) ''Rural Area" means any off:grid area; 
~) "Govennment" means the Govennrnent of the 

Federal De~qcratic Republic of Ethiopia; 
9) "Ministry" ana "Minister" means the Ministry and 

Mnister of Rural Development respectively; 
.10) "Operator" means a person who generates, dis­

tributes, and sells electrjcity _ in Qff-gRp areas .tOL .. , 
commercial purpose; 

11) "Operation" means : the, activ,i ty pf ge.neratj,!g. 
. distributing ~nd selling in·off-gTidar.eas for com- ·· 
merciaI purposes;' -:".' _, _c:,~_.!:,~ . " 

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 
the order of the Board; ..' . 

13) ''Region'' means a region designated by Article 47 
(1) of the Consti tution of the Federal Democratic 
Republic of Ethiopia and: for the purpose ~i tins 

. Proclamation. includes-the Addis Aqaba and DiLl:? 
Dawa Administrations; 

14) ''Renewable Energy Source" means an energy 
source of na~re such as solar, wind, hydro, 
biomass anp the like, which naturally recycles or 
recycled by man·induced processes useful to man, 

15) "Rural Electrification" means all 'activities of 
generation, transmission, distribution and ' other 
related ac~viti<\S ofelecl<icity in off-grid areaS; 

16) ''Rural Electrification Program" means an activity 
direction approved by the Board that promotes 
electricity supply in rural areas with the support by 
the Fund and in respect to the objectives 'of the 
Fund;, 

17) ''Rural Electrification Project". means a ~ ingle 

activity of designing, constructing, generating, 
transmitting, and " performing' other related " a~­

tiveties to achieve the distribution of electricity in 
rural off-grid areas; , 

18) "Person" means a natur~l ,or juridical person; 
19) "Uniformity Direc~iye" means a directive issued ~o 

m~intain co-herence and co-ordination in the ac­
ti vities of various un irs of the Fund and region,al 

~' implerp.enting) off~~e? , '~ \ 

3. Establishment ' 

The Rural Electrification Fund (hereinafter 'theFunp"1 is 
. h~reby e~tabIi1h"d. bY;lhi§ PrQclal11atioq as a permanent 
financial source to be" deposited under Special B,ank 

, Account t~ be .opeped by . th9 lv!inistry of Finance' and 
- Economic Development.' . ' .. 
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PROCLAMATION.NO,.317/2003 
, . " " " • ".' ". HoY, '-' 

A 'PROCLAMATION PROVIDED'FOR THE 
.•. ESTABLISHMENT OF THE RURAL 

'. ELECTRlFICATIONFUND· ... -

WHEREAS. it i~nec~ssarY. toprQvi<l~el;~l)icity service 
to jmprove.eco.nomic .. ~nd ~ocial develop,¥~n\ ,of rurala,eas; 

WHEREAS. it is necessary to promote 'private and 
cooperative engagement · in rural · electrification ·activities 
through loan basedfi~ance and technical services; 

.. 
WHEREAS. tq;achieye .t4is i1 isimpo~I~P.tto establish a 

fund to serve as a source .of finance; . ' . " "., J, .". " .,.": .:, i , ' . . 

NOW. THEREFORE. in accordance with Aricle 55 (1) 
of the Constitutiop oithe 'Federal Republic· of Ethiopia. i\ is 
hereby proclaimed as follows: ' .. ' . . 

PART ONE 
'General 

n'l.'"CCtli'I 1. . Short. Title 

f.V ··,n'l'"f: '.'r·1 mC h,l\,hirt&>t),"li1 .. 1Y:· "'I<J:<J:"'l..r • T4is Proclall)atioll · maY \>~ .qited . .ls : the "Rural 
n'l'J!: q,Ti:··[fIX/I~ !·n" 1' ·nll- ·II..l1)t{l.e.:r~I(\" ·El<,ctrificatiop f~nd Est;l.blishment . proclamation 

. '1'0\"'1. " .... :',;' ,' '". No.31}12003i,· .. , " •• '.,"" 

. f,.p~.h1rl-H I\,~ TCH"Y/L.fO;. IlAlr) QOihl'q,n1w ·2 • . pefin/«q,ns .. .,.'" •• 
:.:h'fP'.<rflT \ ';': .;> ... ~>", '" ., ''''';"V''., .. ; ;;;Bllless ' the ; cont~~t .otherwise re~~ir~s . • in this · 
·!i'''h.;t>:;}fL'''''''lti:prh.-N':~'t/l,~nttQ 1,.~1(l. ~lD.'j Prpelamation .... " (. ". " . . . ,. . . ,) 

.... .... .... .. ... . 1) .... :'Age~~y:· ';'~~nsJhe ~thiopial\B;I~ftri~itYI\'gensy ; .... ....i 

rv:. 'P;> 3.40 I 
[Init Pri r.,.,.. I:.;>&:r;>~:, :~"I'1: ~ !~~1 ,//~J 
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4. Objecti yes (If the Fund 

The Fund has the followig objectives: 
1) To provide loan and technical services for Rural 

Electrification Proje~ts . ,carried ' out .,. ~y. ' pt\vate 
op'erator.s, cooperatives ~pd 10c.~J ;cQ~llnities and 
mor~ specifjcally fOf thos~ p,roj~ts ,operating on 
renewable energy sources; , . 

2) To encourage the utili z~tion of electricjty for 
production and social welfare purposes in rural 
areas. 

5. Sources of Fund 

The sources of.the Fund shall be: 
' I ) Budget allocated by the Government; .' 

2) Lo~ns and grants (rom other Governme~ts; 
3) LOans and gra'nts from International 'Financial Ins­

titu.tions; 
4) Grants from l}on-Gav~'rnmental Organizations; 
5) Income from other different sources. . 

" PART'l'WO 
Federal Organs of the Fund 

. - . ' . ' .," ' ~ ".1 ' • 

0, 

6, Organs of the Fund ',:, 

1) Att1!e f~de;:~I, I~r~), :the l',¥nd shaU ,~aye: j _,' 

(8) , Rural Ele~p;jfici\tion ,80ru:d .(hereWafter "the 
'. , - . ( . - "" 1; - - . . : , .'_' •.... " 

'Board") 
(b) an Executive Secretariat., 

2) The Board shall be accoun table to .the Minister. 
3) Regional GoverrupenlS may establish their own 

R~r;u El~ctritJc·atiqn. .i~piement{~g .'$~r?t¥iats .'·' 
4) Regional Rural Electrification . impl<,menting 

S.~rc~iats shall faHaw, up and ~onfifTIl wh~ther the 
projects in 'their respective RegioilS are implemented 
in conformity with thiS' Proclarrtation, and' program­
mes'and the directives issued by·the Board:' 

. "~ -"-" . ,.' ' .. 
7. Membe,s of 0e B oard 

I ) The Board shall have members.to be designated by 
t1"\e povemment. . _. ' . _ . 

2) Tiie term of office of any memberof the Board shall 
be five years, provided, however, that'he may be re· 
assinged for additional 'tenns of office by the organ, 
wh ich~norninates him . . 

3) The organ, which has assigned a member of the 
Board, may at any tim.e an.d for any reasqn recall ant.! 
replace him by another, ' 

4) In case of reduction in 'the number of Board 
meQ1bers dup. to death. ~r resignation 9f a ~ember or 
due to any other reason, the vacant Rost shall be 
filled within three months.' ,:, ' 

5) ' Any member of the Board shall not 'engage in any 
.' .. activity that,may 'be directly or indirectly conflicting 

with his capacity 'as .. · Board ,member. When the 
" :. member .encounters a ,conflict qf interest; ;he s.hal! 

·disclose .such CQnflict .to the Board and wi th9raw 
, from all m~et,iogs:Ofth~Boar~ at w)1ich ~uclJ matters 

are discussed;,._ " ,. . . 
. , .. .• q' .~ ..... ~ -,".~~ • . 

8, Po'wers and DUlies·oftheBoard 

. The Board shall have the following powers"and duties: 
I) . ~dvise, pol,icy issues 10 the Ministry; ' ", 

'2).t" ·"J\pprove ajrect.ives:; . :working ' -proc~dures. stan­
.,:,:qards "and _ projec(i.fPp I~rpen tatiori ' gu.ide!ines that 

serve to irr'i"p l¢tnent nital eiectrific!ltion programs; 
.' . " '. '-;. ~ " 



i> ,np:c f\t}Unm·"j- ~h7 . .rfl··Y·f\· "IAll (ft1(JII/.Y9)·')·': 

(Jufll..C·Y:,Y·Cj· "",11 :/1 .e"':Fm·'} t'/llJ.'t.C; I"'"'Cf}.y:.y. 

YOY::J'A: 
!i" CIILU J,rry.,,: In~(~x" .n;- 'la·(t 111~/'''- ad .up,.p/..). 

l .. !"t.:~";/:m··1 /n'C?·to·~)·I,"?ll.<;'"'' flfIoI"/' I,Tt.. 
·/·C··)"·ll~ f"?1l6.AIl:/·') uu~(..c·l/'m·'l'·Y· 1l"'U 
(H;~- J'(lO:t'::J't\: 

I,' t?·C·y:.r-·1 .e'/'Il~A • .euu(.¥"t.·A. I,})'. MtNI.', 

:1"'l'm· .ro.v::!' A, 
y;. I..'}};.'} ,f'fl·'·.'IJ':t·A; 
:J;' l1A(I· A(}· fl.:},';" ~"'}t:L ... :r· ·jll. t'"?P./.·j(O··} 'n·,,·fj 

fl;~"'/','i:" f(I'7J"'{)<I>~o'I' f'nll'll Ilf\)\ .( .... /,· ~ ,I ·~/:~u 

M.ht.,;)·(,,r·/: 1I.'i'C:·/lfI:/· ,rX.V::J·A, · 

t· 

iJ' 

flf\ 'f}Il:n tlt\/I,l'.-t,:,: ·,·*uv'· 'UC'IIC hu'I--r. OUilllty 

.(lwnlA; 

Ilfll.,I\'1. trtj' II,Y'i"fm- PJAnI'Pr' -"",Il";:} I\tJAt.\ 

f'lme Ihfl,t!"·U.Il:WI ~.tl(..;)·(,.r-/· X·,),t.'1- I\.:Y·:)"· 
Ilm·tlAC, '·fI..IJ.OII' J!.··)"",A~ · . 

r'/iIlC Ihl\,h-)-U,I):WIJ I'"?fm"tl;· fI,flo·.r­
I"'"' I-.~)l'.)' . .r))({(O~t,·Aj 

t'PC-';" m-I'l.>,9!'-)'-: iluC"\"I'I}(~"')"' }8 )l(Jul-·(~'··r· 

fI,MH! "/Ab )..·I)l.!J')· ,rY.C,?A: 

JIiW 1.'1':( 1(1'1')\' .{, Il ~/;m'/'II';/' fl..'}!;. 9'''1 (.".:)". 
:!;f '°'1:i">"m,' 'l 'n, n°'l.out\h,/·w· ).~IIA n'i.ll.(O· liull'/l 

IIWI.<'t.?"/nIA" 

fl'O~ {HIIVI?'"'· " 

(10;: Ilf\f'~''' ' OJ';' )?IIIlI\llA" 11.'/'uu·IIl~ · 1I.lllt· 

1l"?i,':i:m·9·''''iiC''I\.~o'f· ' M;/:>'>')? ~'il~1l9'·-r·'} 
L:',.'.,_ . ,; . 

.<'I'.C;> A.. . . . ' " 
1)I1C·". 1,1l~'" 1l"1"?'~ Il~Y, (l~·lliI'len· ~)? 11'1",')'. 
9"AO ". 'J.fll" . .,e!l'S (.\:: 
1'/lC,<;· m,~), If', fU?O',m· OMIOI,lm' 11'1"1')'.'" 
lI"I"?'n Il~)?' Y:9"6 fllm·Il·" en'~I, \en· .. ), Il'fI,;)' 
. V:9"b O:I:~ Il.'l,uu'IIH· .~:9°11 ·'} fOIllIl'" en'/'} 

>dl~''1 . . ~·9"b !'-11",A';' 
flc.'~ ft.· II·'} f~'1l1l11 1"\ I"C'I',· .•. ,}'Il 1\...~OJnl 
J'~',r'~A:i :,. '; '(lJ j; 

! '':: ; ~. . ::,. ,.".~~ . " 

r>,~6.~n (j,hto:) ,t,r:/: r,'{(.)nJ:I" . '/'"IIlC 

/'~t,X"? li.tlt.:h~.r,/: f"?.I.H·fI·')· rArn', '/'''IIlC 

""';' 

~. ' ,\uu;).q!'; h~.i,~t' ·nU'.\ 1.11. ' ??'C:VI 1l"?I1;>:~:'" 
1"/' ; i. . ,~. . .~, . i " . '~ . . , .. 

IlPC,<;, ,rM .• ::I'A' '" 
~' . f'IIII'(; ; 1;:6.h~):t.';;h.'~'} ' ;I'c:~:t! ·" loTto'/'C")""1 

~?uutll)h; j',Uut.q.t:,!;.( /l(;."~ I)OY. ,.p;t'cn. uu~t, 
. . '.' ., _". , . ' , '. ' .... ' ~ . : .~., .. ' " . . . t·.; : , 

. c·y::[- uuwt.·'· J',ml)';A', . . . . . 
I:' ,<"N-C,y,"'·'}00)·,;;:r: ' lla;·f.;'~:C ~H , O; /:;'u",.t../. 

h"'t.:C ., Ilfl,/'Y.t . . f~,g.'n~ .. :' I·.*9"1 ·,·g.,,,."cnIA' 
, . )?UTI.)":IJt.ro,<:,·" ~O) : flrc.'i·.f:~'c.'lA' . 

~. 'IlY:C . fnll'l'JFfw<l"lA6 uu,,~t,f9'7t··,; /'''IIl'1l 
.Mm·,') Y1 mcl. I\, t!·'1:(.6, h. '~'} ' TC:<':t!'l:flUU9" t. 'I' 

. f"?,P{J 1':11. jc '. f9"C~ ': · -(J6.e·f·1:·"·,, " l"c'\·Y·:)"·') 

/'1I?:g"Y' 1I/l0~ lI"?q't.'1l ,rMJ.','jJ'A' • . 

I,' f,1mC lhl\,h ·'·t4,tJ,'!l? f!\',C,h, JI,nc \]f\.N:l:·X:ltiJC 
. '." 0e?:l'"I:,' (Lt.;)·, Jr.. ~7 !hil'gJ OD: fI;!N'/''''!I' I, 

.rr.CPA~ ·· .. :') '.:~ ,.:,;': ' , 1,.. . .. '_, 

,%·n·1 !l!e :"" ~ T: ,f 1,,1\.\11,,110 'If' "Ii}.)[, h'l -'t~4,",' 
"'iMfC~'<;f'JIU p4·~,:r."Jr?"J>'!-'t~:t\ ;,f r,p0 i 

'f .. . · ~·l,tnC I.1\,t!""U,h. !i'l mn;.e9'~·;.,} ;II l{!',·l,I1A' flun 
4'~4'{J" fI"?il'I·-'lr.tn"?.f~1-: fI· f/'Q' 9" "},}IJ;) ' 
'1·"llfe'·)"· ~,e lJ"?,u"fll1:Jo'I:w·;>C J',·/·IJ Il t.·A. 

Feue r;J 1 Negn rit G;JZC l;J - N o. 35 6d
' Fl'brll:!I"),. 200:;- 1';1 ;;1: ~ IIl I 

3) Approve transparent directi ves, crite ri~\ amI <lp­

propriale .wo rki~g procedures thilt enable the . is-
suanc~ 9[.·[oan$;. . • ... . . 

4) Sel- ou! ~'Of!JfJe.fJ.S/}JjD,! FTjlcrj<1 If) he .Jpprovcu hy 
the Ministry . .:f9.X ~qose. oper.ators y.'hose operations 

. are taken; o~~r;.by ,the r;:::orpor~~io~ as specifie.u in 
Article 16· (4) of this Procla~~ltion : 

5) . Receive, and examine reports a~d <.lpprove same 
when appropriate; 

6) Administer the Fund; 
7) Approve the nomination ofa Trust Agent ·that shall 

be entrusted with the ' Fund to he secured from 

different sources; as'presented to it by the·Executi YC 

Secretariat; 
8) Issue detailed directives for the Trust Agent; 
9) Delegate, ' when i ~ . deems appropri~Lle, its powers 

and "duties" to Regional ' Rural 'Electrificution 
Secretariat Office; 

10) Engage in other a.ctivities that enhan;:e rural elec-
. .- ". ·c..' \!) trification; _~__ ' . , :'.", . 

II} Maintain transparency to Jhe puhliq, regar:ding its 
decisions, program an.d.lp!d~~Ship; :;· ~ .:~' :,'~"·::-;: ·:;· ' 

I~ ) Ensure.timely collecti6'~::QfJh~ lucid ,-. by' the'rele\.<lllt 
b~9.Y " from";th~ rii ft:~ ;:e.~ L~q'~'I:~ t;S ~~p.~(:i; f·red~T~ Artie Ie 
5 of this Pr6cJam~tion·. '.; .. ' ~ -, 

~ . Meetings or the. BoarcJ 

I ) The Board 'shall -have meetings 'every three months . 
. '.", · Extra~rdinaryJ.rneetings : : niay "be held 'at""aily ti;me 

whe;n called h§.the ·chairper·son. ·;"'-- :. <':.- ' .. }~ J~ 

:. 2 ~ . The;e sh~I.i:b~ ~:'qu>6~um'wher~ [nore thaJl half of it he 
: ': :"mc'mbers 'of the"B'bard"are present-at d:meeting. 

.j) Decisons' of the 'Board'shal l be made vaiidif more 
than htilfof those 'present yoied in favor.":~ri the event 
of a tie, the chairperson shall have a' casting-vote . 

4) The Board may adopt its own rule ofproc~dt)(es> '1'ith 

.feJprq t? _ it?, !p~et!ng,s. ~. _ , .',. 

10": ~'Powers and Duties :ofthe ExecutiveSec/:elarial 

The Executive ' 'Secreta'riat: ~h'alf ' have the fol lowing 
powers and duties : ..... . 

1) . pr~p';~ a~nual, and whenever ·requ .ire~, 'repon :Llml 
su~m'itji'forthe approval of the"Board; ' . 

2) review ' a.pplications from rural electrIfication 
. " \ ~ pt6jec~ spon:sbrs"'~nd based dn the criteria ~rproved 

by the Board decide on'ihe "applicatiops;' " 
, 3) se't Qut crjt-eri~ for ' the ' ~ompedtj ye"s'e"fe'ciion or a 

T~us~t ~A:geht arid sub'~ii~' same to th'~ 'Board : for 
~pp;q~f1I;' . . . ~' .. "' ~ ... , ... !:.: . : 

-..:, ' 

4) prepa;" nng submit to the Ijoilrd,' for appro,val. 
. ' > tr~nsparenr direCtives and selectio~'~- ~riteria ;and 

. pr'o~~duf~~ to be used in the,is$uance ~(J oan S:and 

. identification of approprjat~ ' rur~1 ·eie·~rrification 
project; " ' . " ." 

5) facilitate and,submit the ,co,prdinatio ~ , of the ,rural 
el~~.trjfisa~i~n".~r~ gq~rn '·.~~~l ~·iti~s~. · ~{th' ~~fh~ r '1~4r<l1 

.qev~!.9P1Jlef1kqctivi~i~s.i · -:.: ., _, • " . 
6) . prprnot~ ·~~nq ~J.lRPort a~c:y.s,~ .. tr?j m9 P-!",=?~uEti ve 'use 

... ~ oL~)e~trj citi ,irJ~e .~ur.al J.rea; .,:' , 
'~·~".7.') <"·~' C9Pperf.!~Y} 'VfiJh Jel ~.vflnt bqOi.es foJ. cap?c lty huil­

ding regarding J~yral el~ctri.fi cation . project ins­
tallation, operation and Management; 
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8) prepare, maintain, issue and disseminate equip­
ment, devices and appliances ,that meet acceptable 
safety standards and economy for .1 Tural elec-
trification; , __ . 

9) study additional wayscand sources of fin ance to be 
used for the Fund; 

10) compile and keep the working papers. Teports and 
minutes of the Board, further it follows up and 
confirm the appropriate implementation of the direc-
tives of the Board and its decisions; .-

II ) fo llow up and ensure the timely collection and 
deposit of the money from the sources specified in 
this Proclamation in the account:of the Fund; 

12) -perform such other activities.;related to its powers 
and duties; - ·,t. 

13) ma,ke recommendartons: to the Board regarding the 
· rn.o~t e.ffective u S1; " o~/the Fund for the rural elec­
LnflcatlOll program as.:set O\ll from lime to time. 

. .' . 

II. Powes and Duties of the itrector 

· The,Director sball put int; :-practice all the'powers and 
duties of. the Executive Secre tariat as stated under Article 
IOof this P;Oclamation , 'a~d shall be acco~~iabl e to the 
Boa;d wi th regarq to the Fund. ". . 

PART THREE 
Miscellaneous Provisions 

12. Uniformity of Practice 

1) With a view to ensuring uniformity, pf practice, the 
Operational Directive · shall govern all operations 

. and activities of the Fund. . 
- 2) . The Board shall issue Operational Directive. ' 

13. Responsibility of the Trust Agent 

I ) The Trust Agent shall be responsible for theadminis­
tration of income accrued from vario·us sources ~f 
Fund provideihn Article 5 of this Proclamation. 

2) Ir ' shall · disburse · loans for rural 'electrifi.cation 
projects upon ·the order · of t.he IlQilfp; .• and .shall 
·collect reimbursemenr of loans, 

3) Ii shallfollow upp~riodic r~imb'ursement of l oans by 
borrowers. . . 

4) It shall prepare fin,mcial document revealing the 
revenues and expenditure of the Fund; and shall . 
upon directives to be issued by the Board, submit to 
the same .. 

5) It shall carry out other activities pertaining to its 
respon~ iblity. 

. 14. Licensing of Rural Elec/rificairon Projects 

The Agency shall apply relevant law to 'issue', renew 
termin·ate ancf t"revoke ' licenses for rural electrification 
porject. '1 

15. Eligibility for Loan 

~ A person who ·is interested to engage in rural elec­
trification acti vities , shall be eligible.for loan f inancing, 

· provided, PO,w,v,er •. that he is a legal Rerson and fulfils the 
· c:fi~eri ~ re!1uir~o "for such finan9i'ng, . . . 
· ,". ". - -.~~. 

16. Protection to Rural I;Iectrifica tion Operators . , 
I) The Corporation shall issue or cause to be issued 

every 10 years and indicative" u.atiorial rural 'eJec-' 
" . , trific~tioq master plan showi~~ the ~xpan~i_<?~~ ~f the 

national grid covering the whole country. 
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2) The rural electrification ' master plan specified in 
Sub-Article (I) of this Article shall be made open to 
the public and due attention shall be given to it in 
implementing rural electrification project. 

3) The Corporation and the Secretariat. shall meet each 
year to delineate their plan in light of the annual 
indicative national rural electrification plans they 
shall submit to the Minister and the Agnecy. 

4) In the event that power supply activity of a rural 
electrificatio~ operation is taken over by expansion 
of the Corporation's activity, the owner of the rural 
electrification operation shall be provided with 
prompt, fair and adequate compensation as set out in 
the criteria. ' 

17 . Protection ofRual Electrification Customers 

I) The Operator shall not charge in excess of the 
electricity tariff pursuant to the law that causes the 
Agency to set out tariffs. 

2) The Operator shall issue prior notice to the customer 
by an appropriate means where there shall beserivce 
interruption. ";.: .... ' .. r 

3) , TI)<; operator shall.i~s!leprior notic,e of three m(?)1ths 
, ,to the Agl'ncyV(here th~r~ ~hall ~ ~lect1city:service 
ter~nat!on, . ., "' , 

4) Relevant provisions of laws pertaining to the ~ights 
of electricity customers shall be applicable for 
customers of rural 'ele,trificatiQn. 

M&,~"'/. ()'l16o;/'tY1: f1mC h./\'l1~'U,h. 'Ii') TC';t': 18. Integration to National Grid 
l1'Y":)" (/)1.&.,), hll,f.?O'P. "It.r: :>CO,"'/.1S'f.0~' I, ~'<1J"'l. 'The Executive Sec!etariat sha!l plan and advise that rural 
h'}J;.') '~<,\4'r" T~') y.v<1JAl .f,U') • .f,,,,,ht,A" electrification be designed in view Qffuture interconnec­

tion to the national grid. 
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19. Monitoring and Enforceme'lt,of Approved.Projects 

The-Executive Secretariat. m~y supervise the implemen­
tation of approved',' rural 'electrification projects and 
ensure that the projects are executed in· accordance with 

, the approved project proposal and take appropriate legal 
measu're pursuant to the project contract. 

20. Right of Way and Land Use 

Relevant provisions of the Electricity Proclamation No. 
8611997 dealing with Land Use and Right of Way shall 
apply ,to rural electrification ,projects. 

21. B.nvironmental Protection 

Rural Electrification Project plans" construction, 
operation and maintenance shall respect environmental 
protection laws. 

22. Safety 

I) Operators shall take the necessary precautions to ensure 
the safety of persons working in the plant, the public and 
a void damage to property. ' ',' ' 

2) Relevant provisions of safety standards and conditions in 
ElectfictY 'Proclamation ' No. ' 86/1997' and Electricity 
Operation Regulaiions No: 49/1999 shall be applicable 
for rural elecbjfi,qlion ~taDdar,<!S. 

........ ,. . .. ,. 
, The El(Ocutivc Secretariat shall keep accurate ~nd com­

plete books of account with supporting pocu!"ents. 
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24. Audit 

1) Without prejudice to the powers given by law to the 
Auditor General. the Books of Acocunt of the Fund 
shall be audited annually by an external auditor to be 
appointed by the Board . 

2) The Books of Account shall be audited in accordance 
with in ternationally acceptable principles and 
procedures . and the Audit report shall be submitted 
to the Board and the Ministry of Finance for 
comments . 

3) Technical inspection shall annually be dorie on 
selected activities 

25. Duty to Co· operate 
Any indi vidual, Government organs and private or· 
ganizations shall have the du ty to cooperate in the 
execution of this Proclamation. 

o 
26. Power to Issue Regulations and Directives 

I) The Council of Ministers may issue regulations 
necessary for the implementation of this 
Proclamation. 

2) The Ministry or the Board, as may be determined by 
Regulations, may issue directives necessary for the 
implementation of this Proclamation 

27. Inapplicable Laws 
No law shall, in so far as it is inconsistent with th is 
Proclamation, have effect in respect of matters provided 
for by th is Proclamation. 

28. Effective Date 
This Proclamation shall enter in to force as of the 6"'day of 
February, 2003 . 

Done at Addis Ababa, this 6"'day of February, 2003. 

GIRMA WOLDE GJORGJS 

PRESIDENT OF THE FEDERAL 

DEMOCRATIC REPUBLIC OF ETHIOPIA 

1\I:Y'),,' M!r """'''/..1' .r.-C~·l· ;"'/ '/FU 

BERHANENA SELAM PRINTING ENTERPRISE 
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6) " marginal generation capilcity COSI"' mean~ the L:OS\ 

associated with produc ing one additional unit of 
power expressed in kilo wall: 

7) "m;lrginal energy COS(" means the cOS! asmciatcd 

wi th producing one addi tion<1 1 unit of encrgy 
exrres~ed in kilo watt hour; 

H) 

9) 

/ 0) 

II) 

12) 

13) 

14) 

"system generat ion price" means a single price of 

power or energy prevailing in the !\upply syslern 
which in effect consis ts or ditTeren t gcnermion 
technologies bearing diffe re nt . u'nit cost o/" 
generation: 
. 'system margi n;).1 transrnission capacity co~t" 

means . the cost associated with transporting :J1Hl 

transforming onc additionnl unit of power expressed 
in kilo wa tt ; ::. 

"system marginal distribution . capaci ty co~ t " 

means the cost associated with distri buti ng and 
transformin g one ildditionnl unit ·of power expres­
sed in kilo watt; 
"high voltage" -. ~e~n s a '~ol tnge ie-vel ilbove 
60.000 va ll ; 

"medium voltage" means a voltage level above 
1000 bUl /ess Ihan .60,000 vo lt; 

" low voltage" means a voltage level up to 1000 
volt; 

"person" menns a' natura l 'or a juridical pefs·on. 

PART TWO 
Electricity Operation LicenseS'-

CHA PA TER ONE 
Applicr1tions for Lic.:ense 

General Requirements 
I) Any ;lpplication for a license of generation, transmi s· 

sion, dist ribution arid sale, as we'l l as app li cnt ion for 
impOrHlt ion or ex portation of elec tricity sh-all be 
addressed to the Agency and shall contai n: 
(n) identi ty and addres~ of the applicant ; 
(b) feasibili ly slUdy of the project ; 

(c) env ironmen tal impnc~ assessment; 
(d) documents showing the applicant's financiill 

·.c;ituat ion, technical competence and ex­
pcriem:e; 

(e) I:onstruc tion and installation d~signs, and 
(I") such other informat ion the Agency may deter­

mi ne by direc tives. 

2) The feasib il ity study re ferred to in sub-article! (h) of 
th is Article shall consist of the following com­

ponen1s: 
(a) social and economic impacts; 
(b) estimated cos ts and reI urns of the project ; 
(c) duration of-the project; 
(d) construction nnd insfallation progr:1m <lntl com­

mencement dnte of operation. 
J) The environmentnllmpilct asse~sment re'ferred to in 

Suh'Artit:le I (c) of this Adele Shilll consist (If the 
follOWing components: 
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:» Electricity Operations Council of Ministers Regulations No 49/1999 

:» Ethiopia Electdc Power Corporation Establishment Regulation No 18/1997 



.: . : 

.. '.~' .. , .... 
:-. '. 

',1' 

~~d·r·p.·.r .I...I'n(r ~'P. it q"n('·n .. p,'p. tT;ntt:n 

6of-o 6-A ~;J & ,:,,. " Pft 0] 
FEDERAL 'NEGARiT GAZETA:.,', 

, .. :; -~ . - . . 

I' . 

U'l (Do 6r;1.. 

r~I.H\:,·(:;,r- ,"11(; II':I" !':H ) 'I" I'£: :~iii/i:Rn~"I '9·;: 
I'Ibll,)1 :,,1. II I" I.·y",r· fOUIl:, 'e;{ rne n.f : , "'; 
.I':HI ,,""""",", """",,,,,,~:: ,,,,,,,,,1-?: lii):",!; 

- , 

fa'l.ill :M:,:r- YO)Il: !), i l : Yc'I,,1I 'I;~'e"iii IEWl Ii 

II 1\ I" 11,11·1 '1. 11 I" t. , 2!)', f a> n,l;fPUIl 'h~':f:rh G-n."' 'f. 'HI 
" -",' 

f"'l.'l.1l 'l'f ~'·t· 9"1 1(; 11:1· ,-r,h/"\'·lif'''·.I' .. I.-~ 'r. .It'l"hl.-t'l . .r'P. 
1. ,/,'11<\.11 M,U.u7. },tJ$'n 'ir0r'lJ?: ~:r,7f)C , II,," "'.(\'}, 
II III "I W · 1,'1';( "'~I'C , !!/mi:'ii-%, I,l.f,ii·' /)i<;,i' nl>-;;:l:i-7·tll 

... .. '. , .,: -: .' .•. .• >:· ···i .... ' . . 
I,'P;( '1"I'e 'in;/Dihi'l!);')</'Y,;?i(dii) .",j~t.·l·j'.ii1 r:l-II 

'. . ,_ .' ',-; ' ..... , c_ .J... i:·:··:u.J;:~f~,:'~ .;~~';': 

), (0"1':1:(.\;: 
". \. 

tl(t!t\ ll '}.r: ' 

ff\:"~~ 

), "Ll'!: C; (UI '"' '.:' " 

':.;" ;. 

g,l! )':HI " \' li.MI:'·I.!lI"I.~ p':r, f;"UIl ·1-t:"f rile n..,' 
. '. , .-' .: 

,I':HI ""I't: ~'iii /:(!iYn" ' ,'''I1~' Ilm .. n't:r-~A'; ' -
'; .' " 

;h::'}"'/. 

r .. I' I\· 1,')lHI f\,~ ·h:·1·9" 11MlnlfD· IHe: cillW , ,r:l·n 
( -' ~ , . . -' : '-' .. "'. .' . .. . , . .-' .. 

m' fl 'l': 
~ .. :'.:.-;.( (:~:~(!:: ,; ;r'!.h:'· _r >hfl . t/;i:~ f;,j~ r,:i'~:I~i~·\t:4h.P'·r.'it',il ' 
:' I J/: ll: fn ,J!.~"'r; .. ;" t\:I,,' 11/,Il}'iIUJ:,~ ') :Jr :1\(l1T)':1:, ,,":['.') 

: - ,.~.?,2?/:l"';t'!.n~ r,J,Ur~v·l\~. :j'.U:~ll: ,,,., ",l , 

C' • '!I, i'h,~,'d " U,'II\'l fh.:,,\"p,:.r~"l\.n,l-,(,h , h.;Ot'l. jill" 
;:: "" " f;;'I~;;' :l;~~ ;1 ·*9~,; : "~r.·1:; /i 1\.'~;):tn~;ry,,"'}.Q.~' .. . :''--!'~ . .''''; -'-;'' ~ .. . : .. </. -' 7' .:' .. _ . . : .1" .... ... < , .. ,,- .: __ .. \l~., -: 

i r'~{I'·li'I"JA'-r·ttlri'~-:.' 1l-I1(J'II', }w" ,,'-'" ,,--
. :- .. , • . ,. '. - • ' - I... . . . 

ii, " ".ri/~'l:~: 'f;;.e.A I';~ ,H,'-' ~/1\·1- UI..I\.!1 ,l-tll ,'I-m.9' , 

'-'.:i: 0J:g':'l~:"\I;;fi!i f\),,' f'~ Ii. ' hAI~ " :~;rf 'f"1~hi'l~ ' 
.. · ql.(,;'·J·~·. (p:.: Y("":?::J· f"/D.m'} '1 !~~: .>':< ....... 
. {~:<':;i'\:( ~~ ~~!j:·~;~/J~b{~~ ~ .. '~~~~:?~~ :f ~'~'~~}4!~~~ .~:;rcb·.} 

, ,, ·,1:9" M' ··IH:h:J ::J .. p,j~!; :.f~U:.l';, :r.f~"r;;I' f"'m 1 
'1w': 

.r').~ '/':J 6' 0.0 
Unitlrice 

, '. 

_ CONTENTS ,;,- ',',;"'f." " , 
I . ,;-,. ' .-, ' .,,-. ', ' -' • .: q '- • .• _ ) \ ". " . •• ••• : . , '.~ : r .~';.,} ., . 

Counei I of Minlste;~, g:\,g11I,\\!jP!1~, N.p,;~91\l9!i9 --
, j:lJectricitx ':;()Pr~~ )iol)~::;.: Cc.l!S Df,ik i qf",-¥in i st~rs 
, Regulations ' ' -'--"'-'- ;:~"-:':::-"f; -':' ;,;:' i-';:" '\":i: ~~IW .ron 

, .-: l ;.,': . ..' . 

. . . '., 
,COUNCILOF JI1lNISTIORS REGULATJONSNO,A91 1999 

! COUNCIL OF¥IN:ISTj'iF,S)<EGULATIONS TO 
PROVIDE.f'OE-THE 'REGULATIONS OF 

. ELECTIUCITYOPliRAnONS ' ' . 
'. ': ... ;~ .... ~~;. " .;:"" '~ '. \;: 

,These .Rgulations ar¢' i ~sjjed ' .. ~y .~!~~ ;c;::b4'n~il of- Mi_nist.~rs 
,pwsuant to ArtiCle 5 of the Definition afPower, andDuiies of ; ' 
the' Executiy,'eOrgans of the:FederalDemoeratic Repu-biic:of 
Eith;QP!!i, pr.ocll!!mitio,p .NoAI199S:and ' l)J-lide~S ;(.1) of t,he 
G,Iel'tri<;i!y J'r.OcJ.\Wl~ti<ln' Nd: ;8q1l997; ,:" ' ""_\.,' 

r j: '>.\-.., '>c.' f
t
,. "':PARTONE":- '\' " ', '. ,~' . 

'" 
General .1' . 

J; Shon Title .::. .... : 
, '., 

These Regulations .. may lle ,cifep , as t~e ,:"Electricity 
Operations Council ' of. · .\ M,i~ .is~ers- .. Reg~ ,lations 

, , Nq,49/1999,," .' ;,.' , . _ " " 
2:; Definitio[1s ". .. .. . '. ,'.j., >:. ' 
. In these _Re$ui~Ji9nj , :: ~nie,~s ,th!" ~pntex t ["quires 

.... otherwise: . _ .~ _-. ;~' - .,~ .. ':. ',' -", ":. ' . ' -.; , , 
· i :' f):' " "Prociamation·.'i 'me~s· ~he' Elec:tricity froclammi on 

1'1°, 860997, andoefinjtibns pro'vid"dtherein sh,all 
, . ~lsoapplY i9l!i\,~e ~fg~latiDn~; : : '.. ,' ;. 

2) ! 1;\ 'Agency_' t· me·ans·ih,e Ethiopial)-~Electficity Agency; 
,. 3 ) "Gene"ti"" fa:dlity,;' me'ans ,. -,se't/ci( t~~hrioiogy 

used to prod~~,e ~Je;ctricity; :. :~.; r .. 

4) "Peak demand',~, means the highestie"ei demand for 
.~ . ~I_ectr!cj~y,' a~h;e~~(b~ .. :>~I~~(ri~ ~fY\:·: ~~.ers·.'~i~hin a 

defined. period. Of time;·'._ ,_ < - ,_ .... 
'. . ' :_ '.' ·)1- . • ", .... , .~ - :h 

• : ,,(,J, :: 'System bilSed)9pd',:, mean, ,~ :d,efi~ed a,mpunto f 
· ~ -' ;J~,"/~'''' ,p~rT).an~df?f el~c;~r!.c~.~~P·?~.W1Up:U.~~~ a;~f\l~p~em the 

: " , ' supply system; ,., '" 
r-----,-'-'--'----, 
.'t:Jt,,} .:JlLnl ;r'UHr.· 'ii·~·. ;( 
Negafit G,P,O,Box 80,001 ' 
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ta ) .all potentiill damag.es.to the envi.ronmenl along 

with mitigation,resto.m.ti on or reCllll11u tioll plJn 

induding-_ reselt!ement program for displar.:ecJ 
residents; 

. (b) the eSllmated ' Cb~~~ : of impieJ~1entilt.i o n' of the 

plalls and programs referr~q to in paragrilph (ll) 

of this. SUD-Article. 

. 4) Vf.ithout 'prej udice to,lhe proyisions .of Artf.le.s Y and 

10 of these Regulations, informa.tiQn pro,yiped to t h~ 

Agency by -any applicanl snail be confipenliaL 

4: '. Applica{ion for Gener:iiion License' 

. A~y app11cation 'for d·g~neratidn·] i~eJi'se shalL·in addition 
I. . . ." .. '.... . . , .•• 

to tile ge.ner.~] r!!quirern~'ntS s\ated.under Ariide 3 Qf Lhese 
, '. " " .. \ ... " -,. . ., "\'" .,'" 

Re&u l ~ti DIJ ,~ . conta in, th~ fp!l o.Y>jing: ' .. ", 

11 . s.ouJce o( e.le,c lri~ i ~y; i ... . 

2) :· map of the project si te at the:scale de[ermined~y the 
'Agency ; . , 

.. s 3 r total"power capathy 'of theyroje'ci; 

. " ,4) . . power p.urch~se, ~9~~~,h~fw~:e'r.~ '~pp·pip·~-ia te. 
~ . ;" . ~PPJlq~Rq~IQ{.;.fra;;~i!;;!!~f ~~~~~S·~· . ' ... 

. App Ji Pltion fpr .tr~nsn:li s,~i.Qn. li.ce·[1 se. ~·hall , . i ~ ;~ddi ti o n to 
, _ ... ., . . . ... . .. \ .. ~. ,.... . . 

. ~h~_~gen~ra l requ ire~.en l:S c~Ut~e~ . under. ·An.jc l~.3 of these 

Regulations, contain .the following: .! 

I) , preliminary ro.ute. map .of .proplls';d :.mainand ·~Iler .. 
:'::' .·,;·i ~~iive' tra;n~m'i~si on ' lihe'~; " ~ .. " . , .. 

,~ '~: . ~f J~~} 1~~~~~ .~.~.d~:Jfaf.~~,~~'~lp:~.~ ~t:¥a;~.s~iS~:i?~,) in~s, 
3) Standardofvoltagp~,?Ji:,~uen,y. ,c", ... . ,-

(j .. ~. t.1pp}k;{1~jq(J·: f9r flfj~tiikutjp'~ ; .~l!.~>$.;J)~ :. o(.;EJe.c.;frjcjty 

.~ .. ,'. Appli'cqtion foroi"stri biuion' and :s<i ]d)~ eJectrici ty ·] icense 
.. ,... " .';. " .' " .' 'i, " '",_ .,. " . '. 

" \. shall ~ in addition'to th,~'genera l reqtJ'lrerhel:ns·.stated under 
• 0\ . , '., . ; c"· .... , ~ •••• " ., 

A rtif l.7.3 of theie ,l',e~ulati9~s , conlai,iilhfl;9)iow ing: 
" • . '. ,. . •.• . \ ',' ." I. .. .. . 

'. .:l~ . :fhl! ~.9u .rce fro.rp·:Yf ir:.h t~e·~j~fri,~~tjen sy.~.tem draws 
ei ectri ci ~y. ; .. .. ., '. 

2) es timated number of CUSlOrneri:i to h.e benefited from 

the project and proposed .Q~i¢~ ·P.( f:~¢h .un.iJ ~fpow.er 

to be sold; '.' . ',' 
", ... , . ' . .', !' · 1· . ': ..•. . 

3) ·power ·P4r.r;hase contract where ·apptopnilte.· 
;,'.' . ' ..... .. 'I" " '. .' ..... :., .... " . 
'7. '· )..pplicIlHon f~r i mpof ia'{ion and Expor,ta(ion. IriL'~nse '. , .,,' 

Applica tion for importation 9r ex portation 'Ii cense shall , 
'. " ., ' 

in add iJi ~\l~ f~ ;t.~~ . r~l~y,a.?~ . .&enera) .regui rements stilted 
under 'A-rl ic'ie- -3" of -these ' Regy!atjons.,. CQlltU! Jl [ I ~~ 

following ;· '," 

" '~ :'~~' .. 1 .1 ~ '/, (f.?IlII :, I,' !JJ ' '.1t'l/~ f\ ~ln .. ~F. r·/·.l',t. ·/ . {. 

. ', " I ) ,'un 'agreement made with (;:'cmcerned authority of a 

'\;'b'untry trom wh.ich or to ' which ·eieGtncity IS 
'. \.. . .... '. '. '.' '. .• • . •. 1' : 

i}l~p? rl.ed or ~x" p~rted ; . f19_'~ 9 ': ~':}: 

~ . . . ·f ii A ; l;:~: ;} ~,' .. ,If,:? h ,(W}(LW':'} .V.t.jf: -

i:;' ·, , '}Y. l , "Jf.lII··. r )l>I\ , tj "h~ )r :~A:A :"1'11: lV'A:: . " .' . . ,. 
'. " .....• . ~.:l',. . 

.('») .. $,~u n((~r:q: Q'f: 'Xq l,t~~~ ~nd frr!9ye,.nt;X; ~ '. \ ' 

....... ·3) pq~e.r:.'pu r~ha?e q:Hl tracr ~,h~~.~'approp-~j.<:~te. 

: ~ 

1., 
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CHAP7ER nvo 
Registration A nd Advenisemenl nfApplit . ."Jlion 

X. Registralion of AppJiC:Jtion 
Each applic;Hion for license, if complete and in the proper 
form as provided in Chapter One of these Regu IJtions, shall 
im mediately be regis tered in the regi ster maintaineu in the 
nOice of the Agency for such purpose in rhe order rel:c':ivl!u, 
and each applicant shall upon such reg is tration be given ;l 

rel:e ipt indicat ing the date and number there ot". 
9. Advenisemenr ofApplic:Jlion 

I) The Agenc:y Shllll, within three working dJYs Jfte r the 
registrJt ion of an appl ication of li cense, send nntit.:e of 
the applicat ion to the concerned publishers for 
publicat ion on two successive issues of news pilpers 
which have wider circulat ion in the country. 

2) The Ildvertisement shall desc ri be the type, purpose and 
area of license and sha ll give the address of the offices 
where copies of milps mny be inspected or purchJsed, 
and shall specify the address of the Agency to which un 
objection or comment may be forwarded by any 
in terested person. . 

3) W,i thou{ prej~d.i~e to the provisions of Sub· Articles ( J) 

and (2)" of thi s Article, the advenisemem shall be 
announced o~ the Radio and TV for three consel.: ut ive 
days: 

4) T he appii c<l:n t shall bear ~osts necessary for such an 
advertisement. 

10. Depostrien of Copies of Maps for Pu~li.c inspecrioJl 

The applicant shall deposi t copies Qf .the maps of the 
proposed area of license for publ ic inspection at the office 
of the Agency and the municipali!y of proposed area of 
license. 

I I . Lodging of ObjecJion.s 

I ) Within 60 days from the last pub!i~<Hion of the 
adverti sement on the · newspaper any interested 
person may fi le at the office of the Agency u written 
obje.cti on against lhe proposed license or may 
forward any comment staling the reasons the reof. 

2) If an objection filed by any person pursuant to Sub­
Art icle ( I) of this Article is rejected, the Agency 
shall so notify the perso'n in wri ting ' setting the 
. reasons fo r decision, 

12. Amendmenl of A pplication 

If an applicant desires to make any amendment to his 
app lication, he shall submit a written application to the 
Agency. Such applicat ion shall. also be subj~ct to the 
prqvisions of thi s <;:hapter. 

CHAPTER THREE 
issuance qnd Refusal o{L,cense 

13.. Grant.o(License 

I) If. upon .the expi ry of the 60 days period specitied 
. under ArticJe II of these Regulations no objection to 

the appl ication has been filed at its'offi ce , the Agency 
sha ll , upon payment by the applicant of the pl"e.~ ­

l: ribed' fees , grant the requested license within 30 
days; provided. however, thnt no lil.:ense shall be 
gran ted unless the Agency is satis fied th ilt the 
applic:mt has Jhe necessary fi n~ncial .resoun;e, tech­
ni.cal compelenl.:e and .experienl.:e to meel the 
obligati ons rela ting to the license requesled. 
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2) Where an object ion to the application has been filed 
pursuant to Arti cle II of these Regulations, the 
granting of license shall be deferred pending i.l 
decision by the Agency within ·120 days from the 
registration , If the decision of the Agency is agi.li [l st 
the submitted objection, then, a license shall be 
issued to the the applicant subject to sub·<lni c.;ie (I) 
of th is Article. 

3) No license sha ll be issued under these regulations 
un less the applicant is eligible to invest in the sector 
pursuant to the provisions of the relevant invesl· 
ment law. 

14. Refu511/olLicense 
I ) If the Agency determines tha t the application or the 

information supplied or Ahe qualifications, ex· 
perience or fi nanci al capacity of the applicant in 
connection with the pr9posed license is materia lly 

. inadequate, it shal l so notify the ,applicant in writing 
setting the reasons ·of the dec is ion, 

2) The applicant shall be pennitted 10 consult wi th the 
Agency in order to prov ide all evidence in support 
of his position, shall be afforded a time not less than 
30 days to, overcome the Dbjection .of the Agency, 
and shall also be eoti.tl ed (.0, amc::nd ,or c;ompl~(e hi:; 
application , ... , . . ' 

3) If. following such consultation' and expiry of such 
lime, .the· Agency still be lieves that the application 
or the information supplied or the qualifications of 
tpe applicant are ma.teria lly inadequate; to just ify the 
grant . of a license, it sha.1l .noti fy same to the 
applic·an! in wri ting, . 

15 ~ Rep/acemel)t and Issual}ce pfCopies of Licenses 
I ) The l i cens~e may, :!lpon the pllYJ.llent of the' pres· 

cribed fees, request the Agency to issue one or more 
copies of ·his license. Upon receiving su '~h request, 
the Agency shall issue such certified copies .to the 

16. 

17 . 

18. 

licensee, . . . 
2) The licensee may,· upon the payment of .the pres· 

·cribed . fees. apply to. the Agency for the 
replacement of his li c~nse which h~s been lost or 
pestroyed, Upon receiving such· application the 
Agency sha ll issue replacemen t" of SUGh license to 
the licensee, ' . 

Transfer of License 
Any licensee may transfer his license pursuanl to Article 
12 of the Proclamation; provided, however, that the 
transferee has the required competence .to fulfill the 
obligatipns of the .license, . 
Amendment.of .(...i~~nse . . 

If a licensee desi res any amendment 10 be made (0 hi s 
license, he shall submit a writlen application to the 
Agency. Such application shall also be·subject to the 
provisions of Chapter Two of this Part. 

Duration and Renewal ot'License 
I) The duration of a license issued ·pursuant ·to the 

provisions of the Prod amation and these 
Regulat ions shall be based on tt"!e life of the project; 
prov ide,d, however, that the max i!11um dUfiltion 
shall not exceed the following: 
'(a) for.·hydro power generat ion 

.•. • license · 

(b) for transmission license 
(c) for distribution and sale license 

40 years 
, .. 50 years 

50 years 
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(d) for impol1ation or exportati ::Jn 
license ... ... .... .. ........... 10 years 

2) The maximum duration of license for non-hydro 
power generation plants shall be determined by 
directives of the Ministry. 

3) A license may be renewed for successive peri ods if 
the licensee: 

(a) has made an applicat ion to that effect two 
years prior to the expiry of the license; 

(b) is nol in breach of any prov isions of the 

Proclamation , these Regulation s and dire<.:· 
lives issued hereunder which constitutes 
grounds for revocation of his license; and 

(c) has agreed to upgrade his operations in 
accordance with latest technology generally 
accepted in the power indus try; 
provided, however, that the duration of each 
renewal shall not exceed half of the initial 
period of the jicense. 

4) . Renew,al sha!I be. subject to the provrsions of 
Chapter Two of 'his Part , 

19 . Revocario·n of License . ' " 
·Without prejudice t~ the p·rSvisions of Article 14(2) of 

the Proclamation, a license .may be revoked when a 
licensee commits any o~e ~f th e foll owing infracti ons; 
1) 'failure to comply with technical standards, safety 

requi rements and environmental laws; 
2) failure 10 comply wilh tariff regul.'ions; 
3) repeated interruption, reduction or terminati on of 

electricity supply in the absence of force majeure. 
20. · Termination of License 

I) A license shall tenninate if: 
(a) it expires witl!out being renewed pursuant to 

the provisions of Article 18 of these 
. Regulations: 

(b) il is revoked by Ihe Agency pursu.nl to Ihe 
provis ions of Article 19 of these 
Reg).llations; 

(c) without prejudice to ·the right of heirs, the 
licensee dies or where th ~ licensee is not a 
natural person, i~ is Jiquidate9 .or declared 
bankrupt. 

2) Upon termination of a license, the government may 
take over, in consideration of compensation on the 
basis of book value or replacement cost y.'hicheyer 
is the lower, the facilities of the licensee which are 
a~solU[ely necessary to continue, ;rt ithout interrup­
tion, the supply of ele~ lri c power. 

3) If the government does not desire to take over the 
facilities due to their bei ng ulJoperational, the 
licensee shall remove such faciliti es at its own cosl. 

ii· r) .. /I,h·h~h 1"1.· 1. .. 4>1': ll"'lm·rTj'l,: r"'Lm!!-:t- , 21. 
. v>n't:w~Yu ),,.fDA'1··)'· ft.:I' ,f,· "'Juu&\h,.m­

. Il. ao l/ ·J·n · lULU I")"'~' an ",d. r"'Lmr4'OJ'') 

License Fees 
I ) Any applicant for electricity operation license 

shal l, upon the registration of his application, pay in 
advance 20% of the license fees to be paid under 
(his Ar(icle; provided; however; (hat such payment 
shall not be refundable upon refusOlI of license 
under Article 14 of these Regulations. 

rt .. 4>.e: IJ'~.r ?i' '/'ell,)')- Il:t-;:·,,·U !!-h'i'~A I ' 

tr '." Y" ),UUA,\l:': (IILO Y.'},n ",}4'''' I~ OD lP t. "t· 

t .. 4>.e: r~I.I'llhA Ill }' ) ll'i'.f ru· A~anIlM·)·~·" 
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2 ) Fees to be paid tor generation li ce nse shall he Birr 

1.00 per k.il owatt; proviJ~cJ, however, Lh<Jt 

minimum fees shall be Birr 1000. 

3) Fees to be paid for transmission license shu ll be Birr 

20 per circui l kilo meter; prov ided, however. Ih ill 

minimum fees shall be Birr 2000. 
4) Fees to be paid for distribution and sa le license sh .. JlI 

be Birr 2 per kilo volt ampere of tfllnsfofmt!r 

capacity; provided, however, that minimum r~~s 

shall be Birr 1000, 

5) Fees to be paid for import or export of electricity 

license shall be Birr 1.00 per mega wan hour; 

provided, however, tha t minimum fees shall be Birr 

2000, 

6) The fee to be paid for the amendment or renewnl 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 license-shull 

be 20% of the fee required for the issuance of such 
license. 

8) Fees to be paid for issuance of copies or 

replacement af license shall be Birr 150, 
'. . 

PARTmREE 

Rights and Obligations of Licensees ilnd Customers 

22, Rights a/Licensees 

Licensees shall have the foll owing rights: 

i) to enter the land covered by the license to undertake 

electricity operations; 

2) to issue warnings and disconnect electr\city of 

customers who violate any provision of these 

Regulations and directives issu~q hereunder; 

3) to inspect the electricity installati9ns of cus tomers. 

23. Obligations of Licensees 

Licensees shall have 'the following obligations: 

!) to carry out electricity operations in accordance 

wiLh Lh e provisions of the Procl amation, these 

Regulations and directives issued thereunder and 

the terms and condit ions of the license; 

2) to take proper measures in order to protect human 

life, properly and the environmen t; 

3) to supply electricity to customers on regular basis; 

4) to respond promptly to connection demand of new 

customers within its license area; 

5) to give advance notice to customers before each 

interruption of elec tric po~er; 

6) to resume electricity service as soon us the reasons 

for the interruption stated under Article 16 of the 

Proclamation ceases to exist; 

7) to provide customers with th~ necessary guidance 

on the use of eJectricity; 

8) ., to respond promptly to cuslOmers' complaints; 
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9) to keep all employment, financial, commercial and 

other books and records as well as records of 

elect ri city operations, and submit reports 

periodica lly as determined by directives: 

10) to make avai lable to the Agency all books and 

records for inspec li on: 

I I ) to give employees the training and education 

necessary for elec lricity operations: 

12) to gi ve preference to domest ic goods and services, 

where they are readi ly available at compelitive 

price :md are of comparable quality. 

24 . Rights of Customers 

Customers shllll hllve the foll owi ng rights; 

I ) to requi re the provi sion of regular, safe and qualily 

e lec tri ci ty serv ices from li censees; 

2) to submit to the' licensee o r the Agency,as may be 

appropriate, any complaints related to~ electricity 

services. 

25. Ohligalions ofCus{Qmers 

Customers shall have the following ob li gations: 

I} to comply with no tices and instruct ions on the use 

of electri city; 

2) 10 facilitate Ihe installation , repair, inspect ion and 

meter read ing of elec tri city; 

3) to promptly notify the li censee of any irregularities 

of electricity. 

PARTFOUR 
Electricity Pric:;e and Tan!r 

26. General Principles 
I) Electrici ty pricing shalJ 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 respec tivel y. 

2) The price that customers get charged for shall be 

computed in cons ideration of the cost incurred by 

the to tal system, and the energy consumption shall , 

as muc.h as po.ssible, be made fa ir ~aking l he 

productIOn cost Into account. , ' 

3) The rate level shall be made sufficient enough 10_ 

suppOrt continuing i n vestment~ and sustainaple 

services, and shall include a system of-p ricing t~a~ 

guarantees an improved serv ice efficiency. ' 

4) Tariff structures shall be kept simple enough to 

avoid or minimize impiementlltion diffi culties . 

7;':';' \'1':) id·fI'/an'} i\fIl:h'U'~ (\/,\,(,/. 27. General Pricing Approach 

,' . ~.- .-" 

ii' [\:<':'Y"~Y" II')' [\ '·1"1:/[:' ·/·fll.4>"'I.fPl r/, .. )CJ\S 
f :'y,A),h:IH' '1' :) r~/:""")ro " 

/I ) flli.Il·/ ·,m. ~~', f" 'm ll) """~/t :'f,A mf,Y" 

i\ . 'rt: :~: I\" 'I!f1l'}('L.l ,:"IlO'J),,('1(D· tn {' l.1. : hct 

I) Price for supply ing energy and power to retail or 

bu lk customers shall ; subject to adjustments to 

meet finan cial requirements to bB defined as 

necessary, be determined on the basis of: 

(a) the system marginal cost: and 
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(bl optimum sys tem planning. 

2) Where the approach sta,ed under Sub-Artic le 

( I I of this Arti cle becomes inapplicable to 

pricing outside the nati onal grid system due to 

technical reasons, such pricing shall be based 

on: 

(a) average cost of supply; and 

(b) an acceptable rate of return on invest­

ment. 

28.1 Generation Pric.ing 

I ) With regard to generati on pricing within the . . . '.. . 

national grid , sy:~tem : 

(a) the most efficient generation facility 

identified to meet the system 's peak 

demand shall constitute thec base for 

marginal generation capacity cost; 

(b) ~he . !T)OS1 .effi cient generation facility 

.' identifi!,d_ to weet the .system' s base load 

. shall proville the base t'or .. computation 

of energy price; 

. (c) 'marginal energy cost shall. in the case of 

hydro poWer plants. be computed on the 

basis of·th~ c.~s t which·is not attributed to 

cap,a<;i.ty; . 

(d) generati on cost of thermal plants and 

wholesale purchase price of power and 

energy shall be computed on the basis of 

pla~red generation and . shall be dis· 

tributed on the system generation price. 

2) With regard to generation prici? g outside the 

national grid system: 

': t. ' · 

(a) the most efficient generation faci lity 

used to meet the system demand shall 

constitut~ .. the base for detennining the 

marginal generation capacity cost; 

(b) marginal energy cost shall be computed 

for each generation facility; 

(c) fo r ·cases of small hydro power plants 

sjm il~r: approach ':l .~¥. Pt' u~ed a:; in the 
case ofhrge hy,dro .power plants in the 

(d) 

; . 

" ., . , .. . . . 

.!~en eratorss · sjlec2fic . jJrices shall .be 

spread over the system .generation price 
;" ' on · ihe·· basis · 'oj " pl~nnedgenerati on 

V;ithi~ . the syste)li; and, where op­

~rop~i'a·t~ l f;·~.g~~nt, rev i·~w\ .9f. such p~jce 
by the Age~cy sha il be maintained . 

I 
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1l 11'£ .•. t.p, e"'7. 1 · f·Il~·'} (r).:J- 1I"'7"";fFI' 
e"'7 .. rll··r·A ·1"' Il. e~/IlL:J-/'o' f ""~'"l. 

IIA·y·:r· II'P:J Id·~/av). )-.'}Pc ... ·' ·1: 

~JI.t.;JA:: 

I "~ Il"'A 1,9·1.··y.··r·Il:~:' 9·~ e"'/.1" :' !!-Ar, h.\C:{ '1' .:> 
1..:r;')II.m' Il~UM:'/'w' f"11r. m'A """,d­
e~/ .. ,'UD'} {re,' lilY, ·/'m.4· "'/. f ,,}I1>:'1- 1l1',!,:I' 

t'OIj'. ·/'t\lV~ ~lrt;A:: 

~' ii' f :'!!-A "'lIl·"~IIt..r '1' .0 Id'~/UD'} 

(e) appropriate incentive and pemdty mechan isms 

shall be incorporated in the prici ng process for 

securing a higher level for availability of 

thermal generati on 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 shall be directly tran sferred to 

cu stomers. 

p. . IHI,h .. t..'1! "liS: (l,()"'~" w'fl'1' f~.eA "1fl1'I\t'\LJ' 29. Power Transmission Pric ing 

'1':J Id '~/Uo '}') 1l"7,uo lIll '1' , fc'LII"'Y" "'lC'!f:'o'A 

"'/ Il·'·~I\(. •. e 1,·l'y· '1';.> 1I"'lIl1'~II/...f '1'.:> 
>d ·u'/ao'} dO li- I.:" J!..lrr,t\ :: 
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'1' ." Id'"'/UD'}'} 1l"'7.£'''IIII ·]- : fll.II-I·"'" f:'!!-A 
~/1l"'~I\(.,y '1' ." f"'7 .. '·"")(D· 11Y,",·1l 1.",f1' (Hr. 
I.. (lII:" "'19";J·'r. {/I~')'" f 'h~.;J1m (0(.(.1. }S 'r4'11 

!!-\:,. /111'"' f·N:',: UDm'} ~!!- ·~""Ilc.y. !!-IY'o'A " 
f:) .f,A II'/ht,·/. .• f' 'P,:J >d·ll"llav'} 

ii, (HI,'LI.· "! "/(,,1': 1I.1l· ' ·Y" (D'Il'!' f:'!!-A "'7hof.t.,f 
'1';.> I""~/UO')'} /I ~/.""II Il'" i fc'L1l1'9D "'lC,{:'o'A 
f P'lh4.t.&I 1."9" '1'." II"'lM-t..f 'P,:J I..~",,'} 

CflJIJ''''" .f,lf';A :: 
~. 1l'/I,iL("'C "/t.Y: 11 .11-1'9" w,·" f:>!!-A "'7114·t..e 'P,:J 

>d·u·/~'}l f1"'I. (lo t\11'" : fn.fH·Q'V· r;),£.A 

"'/1l4.t..r 'P:J e'''I .. /',''' )m· 11'1."111 I.Y.f1' 1l "'Y,L 
'1I1l:/' "/9":1'0/. 111)',9" f·, ·t..nffi m ·J;> )-. 'o' "'1'I]!!-H' 
1]11'"' fh.:)jTIl ,-,.uq·l· 9D~ 'n ""m'} ~ !!- "'''''IIC'Y' 
~II";A :: 
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11"'1.<11'/"""'1:'1' j' t.\ .~:( Y.L1( ·"IIA·f II "'/.11ro· 
e"'l114./..,r III"". ~ .e e"'l"",}""/.'o' f"'7Il'/'~II/"Y 

(II(,I.UP:;' ,, ·,f.9"'l,cU·Il'} ~1I't;t\ :: 

'!Jf,. (l.1I·:·r' )1'':.PS''',l'' 
ii' r:'p.Ar, I •. )c:{ 4'''T](, mGL1.S" :r·'o' rl..l\,h~·th 

(I::()~:J' tl (":.{J'} 1'I.,!'Jfl/..XlJu .fD?..f'flt.A'l· mGL1.91·'l'· 

I\f:tll""'·')·· ~\"A"'U\''''" CP.:J )d ' ~(fD'} uoo'l')­

~iJ·(;(I,. :1 

~. f"~J{l·' ; ;·Il.(I tlr, :.f' ),.'l.ll f:~:eA '1',fI -ln I\}'.'}n~: 
1I~/'·I.'III1"'7..1'Il/' . t.\ ·/," · · ' ·LLt~/1. III"'.~!!- e"'7.UO 
""1.:,. j!,tl't;A :: 

' . . t· rt.1,h·': ·h· ,,:,,::). A 1,,:,1' '':10'(0' ' 1I"'7,t.RY"II ·]­

j't.\·I;:f-j,t.P" n .. (")p,'}.V. e(,J,)I·Hi 'i';<[:) ' h"'7.t. 
' l'I.tJJ.· , t", ·('Ll,o'l(. k}9." .P;J · ;JC hl~·Jr,Il·n 

• I, . , ~ ,t • J . .• ' : '.!: l _. i '.:' , . ' ' ~. " ,' I . J ! . 

el'l. '}f.\ :: 

-"i; ," i,~."~:::):~f;\·}·'<'';~fl/.,,,,·L ·'/ : J ~ f~{&.X·~· h~,r911' fllJl\t. ; 

.,'" ', ' ' ;, " ' ,~"}':·r: r,' ,'IP,'}/I>,"·)', ,;..il'ht.\· e"'l.P,('1' M DY"\f-1'·'} 

(/11 0'1. :" /l u·ly:I. ... , p~/./).lJ·'lft· :: 

~Ht· .. 'I\t\ >lO'i,·C: '11:1>.·)- (/CJf\ tl.ry:':)'·r, flt\CP;J .}not; ~c~ '1-

, b ,. rI"MI'}('1) 1. ·h :, (I ·) ·:L f":I~';Yt.\ M:II"'·r·'} lI""m 
.", ,- ., .i. "P' '1-) . f~/..I;'I.I\"/II·'; 1I)" 'f:~ 'l ' 'I' ,:JS""j. ~ !!­

~ . . /.;i. ' '' ,~' ";"('I\)I''!-II: r~(-r·~~ e~/UD1"1 , r~/~ '/'~1I ' 
:"· ~ • .I';;' ···\III;t I4:/. .. i' \')\IJ',(,.C ·" II.4. ,} (lP1\ti..f'}'"' .• ) .• ..,. , 

: '-: 1': , . /., · }i ;~(I:·)t'{fV . t l lrt'\/. .~4>}':-r ,n: fluo{";vtthC: j!,Ul f'!r,&\: : 
, ; 

I ) The system marginal transmission capacity cost shall 

form the base for transmission pricing with in the 

national grid sys tem. 

2) The system's transmi ss ion capacity cost outside the 

national gri d system shall be determined on the basis 

of estimated or actual account ing costs and an 

acceptable rate of return on investment. 

30. Power Discribulion Pricing 

I) . With regard to power distribution prici ng within 

the national grid system, system marginal dis­

trib ution capacity cost shall form the base for 

distribution pricing. 

2) With regard to power distribution pricing outs ide 

the national grid system, the system's 'dislribution 

capacity cost shall be determined on the basis of 

estimated or actual accounting costs and an accer­

tab le rate of return on investment. 

3) Generation and transmission costs at the ap­

propria te vol tage level shall be added on lOp of (he 

distribution c~st to form the tariff ap pl icable to 

customers. 

3 1. Other Charges 

I) Energy and power rneteri~g costs and billipg costs 

shall form the base f~r determining marginal 

customer related costs. 

2) Payment of connection charges shall be related to 

add iti onal costs result.ing froI!:l supplying new_ 

demand . 

3) Charges 011 reac.tiye power con~uJllPt i on shull .be; . 
,'. I · 

related to. the capacity cosl that each react ive power: 

consumption en tail s at the voltage level at which: 

th ~ consurppti on is ef\erl~.d. " 

. 4 ) Other appropria te c.har~es .m~y be effec ted in , ;. 

accordan~e with contractual 'agreements between ;"· .. .' . . .. . 

licensees and customers. 

~2. Eificiency Indexes;Jnd Pri~ing Procedures 

I) The Agency shail, in consullati.on with licensees, ·· · 

determine . ge~e riltion , Iran;rriission and d i s- "':~ 
tribu tion .efficiencY index~s indicating potentials 

for · improv ing electricity ' services which wou ld ' . '. 

: hriv~ u lt i ~ate bearing on price·~. · 
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2 ) Detailed pricing procedures for apply ing the 

prov isio ns of this Part inco rporating all upp ropriate 

pricing factors shall be determined by the Agency , 

33. interim Price Adjustments and Studies for T<lrifF 

Revisions 

I) Interim adjustments to generation . transmission and 

dislribution prices shall be made on the basis of 

changes in relevant input prices and efficiency 

indexes . 

2) The frequency of interim adjustments shall be 

delenni ned by Ihe Agency. 

3) Studies on total tariff revisions shall be conducted 

every four years, 

34. Syslem o{Accounts 

I) Uniform system of accounts commensurate with 

generally accepted accounting principles and 

designed to support the price regulati o'n effoJ1S, 

shall be delennined by .the Agency 10 be applied by 
all licensees, 

. 2) Any ,licensee shall .submit audited reporl~ of its 

accounts to the Agency within six months frool the 

end of the Government's fiscal year, 

~ARTFNE 

Standards of 

Safety, Technical and Quality of Service 

Chapter One 

Oeneral Safety Requirements 

35, Safety of Elecu'ical Supply Lines and Apparatus 

All electric supply lines and apparatus shall: 

I) be of sufficient ratings for powers, insulation and 

estimated fault current and of sufficient mechanical 

strength for the duty which they may be required to 

perform uryder, the environmental conditi9Tls of 

,installation; and 

2) ~e construc ted, installed, proteqed and maintained 

in such a manner as to ensure safety of human 

beings, animals and property, 

36, Service Lines and Apparatus in Customers' Pr.emises 

I) ,Any licens,ee shaH ensure that all electrical lines, 

fittin gs and apparatus belonging to him or under his 

control which are in customers' premises are in safe 

conditions and in all respects fit for _ s~ppl yi n g 

power. 

2) The customer shal', as far as circumstances permit, 

take precautions for the safe custody of the equip­

ment in his premises belonging to the li censee. 

37, Towers and Poles Grounding 

,I) All metal .towers and poles shall ha\(£ the basil: 

grounding installed on-one leg us ing ground rods 

with 20mm, diam~ter ~tee l rods, 
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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 a maximum of 10 

ohm s. 

3 In exceptional location of rocky soil with very 

high res istivi ty the max imum tower footing 

resistance may reach 20 ohms. 
I;· IW"t. :I· n~ j'. Y ~/.II I.· '· Yh.tbll ·)·th OD!l OD r:'{'1 4) All metal supports and reinforced and pre-s tressed 

cement concrete supports of overhead lin es, 

metalli c fittings attached thereto, neutral of trans­

formers and control panel of customers sho ll be 

permanently and efficiently earthed . 

Y~t:~'h '"" y·nd· Y"MY'1' 1fl!OY" n·nL-r tn") 

Y · hll':II~ · Y!l.~I:H ),r:~I:J' Y"M 9':Y. /'V'"u'Y" 

ll"DflUD~ .:J C "n')'.'):' · .f' .... :rw· f ·lIl;J · ·Ol ·} 

'1"/ "1"1"'1.9'1" , n ·/.:I!lG:C ODC ~OJ · -r/. . tI /" 
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U').;'· °11. ·(D ·,}J': CloY.I.OI h.IV"F/:m·:: 38. Posieion of Swieches and Cue-oue 

Y!l'P.·)q·,: Y"'!'lit."! ''''''I t..f lP :r· /'</,~/OD1' No cut·out, link or switch other thana linked 

switch arranged to operate simultaneously ,9n the 

earthed or earthed neutral con ductor ond li ne 

conductor shall be in serted or r~main inserted, in 

any earthed or earthed neutral conductor of a two 

wire system, or in any \!a.rthed f)eutral conductor of 

a multi-wi re system of any conductor connected 

thereto except in· ·the case of link for testing 

purpose or a . search for use. in controlling a 

generator or transformer. 
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I) Every guard-wire shall: 

(a) . have an actual breaking strength of not 

less than 635 kg. 

(p) be connected with earth at each point at 

which its electrical conti nuity is broken; 

.ic) be golvanized if made of iron or steel. 

2 ) Every guard~w i re or cross connected system 

of guard-wires shall have sufficient current 

carrying capacity to ensure the rendering dead, 

without ri sk of the fu sing of the guard-wire or 

wires till the contact of any line wire has been 

removed. 

Color Coding 

·Color coding of a permanent nature shall be 

p rovided by .the licensee on substations. ne t 

s tations and ·customers distribu ti on bus bars deter~ 

mined by directives of the Agency to di st inguish 

earthed neutral conductor or the conductor which 

is to be connected thereto from any live conductor. 

PWdllceive Devices and Equipmenr 

'!) Every "verhead li ne etected over any pan of a 

··.street, · or any other public pJace 01·' in any 

fac tory ·or mine, or in any customer' s premi ses 

shall be protected with a devjce approved by 

the Agency . 
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2) Fire buckelS filled wilh clean dry sand. tire 

extinguishers and firsl-aid boxes or cupboards 
shall be conspicuously marked and kepi in all 

generation stations, encJosed substations and 
swi tch stations. 

3) Adequate number of gas masks shall be kepi 

conspicuously at accessible places in every 
generation station with capacity of 5 mega wall 
and above and enclosed substation with trans­
formation capacity of 5 megavoh amper and 
above for use in the event of fire or smoke. 

Protection Against Lightening 

Any licensee owning overhead line, substation or 
generation s~ation, which is so exposed as to be li able 
to injury from lightening shall adapt efficien t means 

for diverting to earth any electrical surges due to 
lighteni ng. 
Danger Notice 

Any licensee owning high voltage installation shall 

affix pennanently in a conspicuous position a danger 
,notice inEnglish, Amharic 'andlhe local language of 

Ihe area wi lh Ihe sign of skull ·and bones on 

generators, transformers, supports of overhead lines 
which can be easily climbed and other eleelrica' 

installations as may be required by directives of the 
Agency. 

fJ·}.:J· (1() fl.(1)r~ ~,(\ll 'l: : 44 Instructions for Restoration from Electric Shock 
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I) Ins tructions in English, Amharic and the local 

language of the area for the restoration of 

persons suffering from eleclric shock shall be 

affixed by t.he licensee on a conspicuous place in 

every generation station, enclosed substation, 
en~losed switch station and in every factory. 

2) Copi~s of the instructions referred to in sub­
article (1) of Ihis Article shall be supplied on 

demand by any person al a price 10 be fixed by 

directives of the Agency. 
3) In every manned high voltage general ion 

.station, substation or .switch station, an artificial 
respirator shall be provided and kepi in good 

working condilion , 

45 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 anima' life or 

damage to property, the licensee shall send to the 

agency a reporl on ~he accidem within 24 hours of 

knowledge o( its occurrenc~. 
46 Unused Overhead Lines 

Where an overhead Jine ceases to be used as an 
electrical supply line, the licensee shall .maintain it in 
a safe mechanical condition or remove it. 
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47 Prohibitions 
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I) No electrical installation work includin g 

additions, alterations, repairs and adjustments 

to existing installation , except such 

replacements of lamps, fans, fuses, switches, 

low voltage domestic appliances and fillin gs 

as in no way alter its capacity or character, 

shall be carried ou[ in the p~emi ses of th~ 

CuStomer except by the licensee or an elec ­

trical contractor with the consent of the 

fonner. 
0' -) Undertaking any type of construction workor 

growing trees shall not be allowed ullder 

electri~ power lines or wit~in the distan ce of 

horizontal clearance thereof, -: 

Inspection and Testing of Electrical Installation 

The Agency may, where it de~m.s it necessary and 

at any time, lnspect and test gen·eratio~. stations, 

substations, transmission lines, SWItch stations and , . - . . 

other electrical installations, 

CHAPTER TWO 

Transmission Lines and Substations 

Line Route 

In the process of line roule selection, size and 

character of load, reliabil ity of power sources, 

positions of su bstations! future expan sion pos­

sibilities, safety and environmental impacts as 

wdl as constJuction and operational costs shall be 

:{. (lfI." 'Ul'I·f\f\/..,IJ
(,· t' (lllllf\h.<' '~f1,:n:)'. laken into cons ideration. 
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I ) Conductors shall satisfy all electrical, 

mechanical and economical requirements, 

2) The cross section of conductors shall nomral ly 

be selected from the suitable national standard 

ranges or where such standard is not available 

from that of the International Electro-Tech­

nical Commission standards . 

3) The selection under Sub-Article (I) and (2) of 

thi s Article shall be carried out in accordance 

with guidelines of the Agency and shall be 

' fs>!10"",~9 .. Qy ,checJ>s_, for cUfl:ent ,: c!lrrying 

capacity~ corona and radio noi se'elip1ination , 

, , " 'mechanical strength, voltage drop and other 
. " . 

·factors. 
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51. Insu/:.lfors 

I) The insulation levds of different devices. 

equipmen t or structures sha ll be selected and 

applied taking into account the over voltage 

magnitudes in the network as well as the 

propenies of different protective means so that 

the number of in sulation failures and 

operational outages are limited on un accept­

able economica lleve!. 

2) The selec ti on under Sub -Article (I) of 'hi s 

Article shall comply to the national standard or 

where such standard is no' available to the 

International Electro-Technical Commission 

standards. 
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Micas '.IAM 

53. 

54. 

couplings , yokeshackels. c lamps. arcing horns, 

vibration dampers and armor rods sha ll be selected 

according to their voltage in confonni ty with the 

national standard or where such standard is not 

available with the International Electro-Technical 

Commis~ion standards. 

Line Transposirion 

The transposition of shon lines shall be at inter­

mediate substations and that of lon g lines shall be 

at suitable points along the line for vol tage 112 kv 

and above depending on ci rcuit arrangements. 

Designs of Towers 

I) Towers sha ll be designed to withstand the 

following loads whi ch are assumed to occ ur 

du ring the estimated life time of the line: 

(a) wind loads. weights of conductors, earth­

wires and insulator strings and cond uctor 

ten sions; 

(b) the overturning and torsional movements 

reSUlting from the breakdown of anyone 

of the conductors and earth-wires; 

(c) loads to be caused by erection and main­

tenance works, 

2) The conductor forces sha ll be ca lculated in all 

assumed temperatures and wind velocities, 

1) In determining the dimensions of a tower, 

phase to phase, phase to body and ground 

clearances, len~th of insulator . strings and 

maximum sag and sh ieldin g angle 'shall be 

considered. 
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4) The design s of foundations shall be checked 

for uplift and compress ion forces in each 

tower footi ng arising from normal working. 

ioadi,ng, and broken wire conditions with {he 

appropriate factor for safe ty. 

5) The design s of towers shall, as may be 

appropriate, consider future growth in the 

'demand for power tran smission. 

Clearance between Line and unenergized Parts 

The minimum distance between the unen ergized, 

earthed, and live parts of the line shall be deter, 

mined in nccordance with directives of the 

Agency. 

Clearance between Phases 

The minimum spacing between the conductors or_ 

earth wires shall be detennined by taking into 

c0r!si deration sag of the conductor at maximum 

temperature, length of the euspension insu lator 

stri ng, and the standard set by the Agency. 

Clearance from Terrain, Roads and Water Ways 

I) The height of conductors, at maximum tem' 

perature, above ground or water surface shall 

be at least 5 meters plus the m inimum distance 

between live and unenergjzed parts. 

2) The height of conductors from the road surface 

shall be at least: 

(a) 8 meters at maximum temperann e; and 

(b) 7 meters with conductor broken in the 

neighboring span. 

l) In canals and other navigable water ways, the 

height of conducto rs from the highest mast 

shall, at the hi ghest water level and at 

maximum temreratu re, be at least 1.5 meters 

pl us the minimum distance between live and 

. unenergi zed pans. 
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any point of a build in'g or structure shall. wi th 

max imum wind, be at least 4,5 meters. 

2) If the req ui rement stated under Sub-Article (I) 

of this Art icle cannot be fultiJ led, the height of 

the conductor from the bui lding 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. C/~i1ranc~ [rom Trees 

1) The vertical and horizontal distJnce of Con­

duclOrs from trees shall. at maximum tem­

peralure ,lnd ~vith maximum wind, be at least 

1.5 meters plu s the minimum distance 

between live and unenergized parts. 

2) In the case offruit trees theelistance refen'ed to 

in Sub-Article (I) of this Article 'hall be 4 

meters plus the minimum distance between 

live anel unenergized pans. 

1) The di'tance, ,tated under Sub-Article ( , ) and 

(2) of th i, Artic'e ,hall be maintained ill 

accordance with the expected growth of tre!:!s. 

60. Clearance. from Othe.r Lines 

I ) In the ca,e of parallel line, the horizontal 

distance from the transmission line 'fo the 

conductors of another transmission or 

telecommunication line shtll l. wi th maximum 

wind, be tlUeast 2.5 met!:!rs plus. the mi nimum 

distance between live and .unenergized parts. 

2) In the case of crossing lines the vertical 

distance bet~een conductors shall, at 

maximum temperature and with conductors 

broken in the neighboring span, be 1.5 meter' 

plus minimum distance bet»'.een live anJ 

lInenergized parts, 

3) If the li nes referred to in Sub-Article (2) ofthi, 

Article have different voltage, the di'tance 

shall be determined according to the high!:!r 

voltage. 

61. Substations 

. I ) Any ,ubstalion design 'hal l be carried alit in 

such i1 way as to ensure supply ·security. 

eXlendabililY, maintainability capabi lity of 

being extended, and stlfety as well as 

economica l operations. 

2) Without limiting the ge~erality of.Sub-Article 

(I) of this Article, .any ,ubstation ,hall be 

designed with tlt least one low voltage fee~er 

and a fi ve year supply guarantee at the 

anticipated load growth rate. 

3) The ,election of equipment shall be baseu on 

the nationtll standard or where such slUndard is 

not available on the Interntltional EleclfO­

Technical Commission 'tanda rd , and , hall 

consider both current ane! fulul:!:! system 

requirements and equipment layout stand­

ardiztltion adopted-by the Agency . 
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4) Produc ti on of electrical componems shall be com­
menced only after the dr:..lwings have heen 

approved by the Agent:y, ilnd any .subsequent 
t:hange on the dr<l wings shall nO! be made without 
the approval of the Agent:y. 

5) Substmion si tes shilll he seleCl~d with due rcg;ud tn 
minimizing costs <lnd sill isfying funct]un<ll 

requirements sut:h as ilt:cessibility, exp<lnduhilily. 
proximity to l o~d centers,avoidance of pullution 
and the social and culluml need of opermors. 

CHAPTER THREE 
Distriburion 

62. Genual Provisiolls Jor DiSlriburivlJ Line Design 

I) Distribution network design shilll :. 

(a) consider provision fur future expLlnsion: and 
(b) wke into account the predicted load charac­

teristit:s of the area for the du;ation of the 
distribution license. 

2) Distr~bu t i on network shall be des igned to offer 
economic benefits by reducing electrical lusses , 
black out and operillional and maintenilnt:e t:(Jsts. 

J) The layout design of a distribution n"etwork shall he 

based on the master pilln or where" master rl<lI1 is 
nol available on the plan approved by the Agent:y. 

4) The size of the distribution network components 

ilnd type of their strllctllre shall be in t:onforl11ily 
with the Jequirements of the nmionill st<lndard, or 
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The functional and technical standards of trilnsfonners 
to be used in il dislri buti.Oll network and type of thei r 
structure shall be determined in accordance with 
directives of the Agency . 
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or where such master plilns are not aVilililble wilh 

plans approved by the Agency. 

2) The he ight ilnd the sp~n of electric poles shall be 
detennined in accordance with di rec tives of the 
Agency, 

65 , Service Lines· . 

No service li ne .or ~pping shall b~ taken off un 

overhead !ine except at a poi ~~ of ~uppor~. 

66. Distribulion Sysfem ConduclOr..r; aT}d Enrlil Wires 

I) Distri bution 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 nat io llill 
standard, or where· such stilndard is not aVililab\e, 

with the Interniltion ill Elet:tro-Technical Commis­
sion swndards. 
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67, ' Clearances 
The distance from mediu,m-and low voltage <.:ondu<.:tDrs 

to buildings and structures, runways, rail roads, water 

ways. terrain, communication cir<.:uits; airial supply 

cables and lightning protection wires', ' and as wdl as 

dearance of conductors between phases and hetwt!en 

earthed and live parts shall be detennined in accordance 

with directives of the Agency_ 

ML Electricity Consumption 

69. 

I) Components of electricity consumption meters 

shall meet all ,requirements regarding metering 

perfonnance and' efficiency set in the ,national 

standard or Where such standard is not available in 

the International E leclro-Technical Commission 

standards. 

2). Elec ,tri city " ~o nsumpl i o~ meters 'shall b'~ c~ l (hrat§d 
accor~fng to the '~p'propr,iate loaq !:it~nd~rds"rrior to 

their; installations in customers' premises, 

Quality ofDistrihulion S~,:vicc 

I) 'Qual ityfof distributio-n'service sh'all bemeasuTed Oil 

the b:1sis'of lhe~following parameters as delerm ined 

·by the -'subseq'uent A~t;cl e~ and directives of the 

Agency: 
(al . voltage level: 

(b) ba,tan~7. ~e~w.~en ph,l1~es; , 
(c) avoidam.:e of dis~urp~nce" rapitl vnllllge 

oscijlation ,and harrnon)c ~isto~ti9n; 

(d) non-interference in cQm~uni cati oJl system; 

(e) lower average interruption frequency ; 

(f) lower t~tal int~rrup~i?n time; and 

(gl hilling ,sen',ice. 

2) The licensee.'s~all have the obl igation to c~rry out-:­

gathering of 'infonnation which is necessary (0 

, measure quality 'of service, 

70. ' V;;Jt;,g~ 'Leve/ . 
The -vp ltnge supplied -by -the Ji Gensee :ut the receiving 

s ide in the various telminal of premises shall be: 

,I) in the case ,of primary ,distribution -Ul mediulTI 

" voltage :--

(a) /5000 volt plus or minus 10%: ami 
(b) '33000 volt plus or minusiO%:' 

": "2) in the case of distribution at low voltage; 

(a) 220 vall plus or minus 5%: and 

(b) 380 volt plus or minus ~%_ 

7 1. Frequency and Power F,1ctor 

n ' The 'system frequency shall be· :50 hertz plus or 

minus 1%. 

, 2) ' The power fa<.:lor of machinery '?nd ' equ ~'1ment 
i,nsta ll ed by customers who use electricity ror 

~'ommercial or industrial purposes shall not be less 

than 0.9. 

'. " 
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72 . B JliJnce between Phases 
I) 1n facilities of the licensee the load must be 

di stributed among the phases. 
2) The ratio of the load in one phnse shall not exceed 

by more than 10% of !.he luad in any other phase, 
73 . Invoicing 

J) The licensee sh<lll issue clear and correct invoices 
for elec tricity consumption bused on actua l 
readings. 

2) The following informati.on shall be provided to 
customers on the invoice; 
(a ) the collection place; 
(b) places and . schedule of attent ion 10 

custorn~r~; 

(c) phone ~umbers to re:ceive lack of service 
complaints and reports of accidents or any 
other irregulari ties. 

74, ,S.upp/y Reinstatement 
In the ca5~ of disconnection on the ground of default in 
pJyment. the licensee shall reinstate the supply of 
electricity within 24 hours Jfter' the custc1mer had 
effected payment for owed invoices plus the 
cOlTespondi ng overcharges , 

75. · Customer's Complaint Book 
1) Every customer's complaint for any deficiency in 

the serv ice rendered orin any 9f its features shall be 
received and recorded by the licensee, taking 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 th is Article, the licensee shall 
keep customers ' complaints book at each of its 
commercial attention center. 

PAR T SIX 

. MISCELJ,ANEOUS PROVISIONS 

76. Certificace of Professionul Competence 
I) Any application ' for the grant of certificate of 

professional comperenc·e for electrical contractors 
shall be addressed.to the Agency and shall contain 
the following: 
(a) identity and address of the applicant; 
(b) degree; ·diploma or certificate acquired, if 

any; . 

(e) work experience, if any; 
(d) any other infonnation the Agency may 

determine by directives .: 
2) The Agency may. foUowing verification of all 

information · submitted in cqnnecLi6f1 with the 
application under Sub·Article( 1) ~f this Article, 
give a )Vrilten and performance te~t, as may be 
a'ppropriat~, to evaluate the professional · com· 
petence of the applicant -and to determine the grade 
of the certificate . . 

3) The Agency Shall , upon payment by the applicant 
of the prescribed fees. issue certificate of profes· 
sional competence within 30 days .. 

.. 4) Fees [0 be paid for [he issuance of certificate of 
profession a! compete~ce shall be as fo110ws : 
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I. Shon Title 
.... -·These Reguallions may be cited .as the "Ethiopian 

Electric Power Cdrporation Establishment Regulations 
No. 1811997" 

2. Esiablishment 

I . Th~re is hereby established lhe''Elhiopi"n Electric 
Power C'orporatio~ (hereinafter the "Corporation") 
as a'public enterpri se . 

2. The Corporation shall be govemed by the Public 
Enterpri ses 'p'roclamation No. 2511992. 

3. Supervising Authority 

A body'to be designated by the Government shall be the 
Supervising Authority of the Corporation, 

. -, -' 

'I :J(.-} :JJI,rrJ ;" ·"I·'I~· :U'7(h" 
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:3) Any electrical contractor's certificate '·af profes­
·siannl competence i ~sued by the"fOI:mer Ethiopian 

' 'Eiectric Light and power Authority prior to .the 
coming into force of;theProdam'ation shall remain 
valid untii replaced by a certifica(e.· ofprofess,ional 
competenoe issued pursuarit 't<? th.ese Regul~ti(;ms, 
witl1in a period to be specified by ilie Agency. 

79. EffecIive Date 

These Regulations shall enler into force on the date of 
their publication in ihe Federal l'legarit Gazeta," 

Done at Addis Ababa this 20'" day of May, 1999. 

MELES ZENA WI · 
PRTh1EM:INISTER 

OF THE FEDERAL DEMQCRA TIC REPUBLIC OF 
. . ETI!IOPIA '.' 
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j 
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Annex IV 

EEPCO 

Generation Resources-Committed and Candidates 



Table-I Generation Resources-Committed and Candidate 

CAP Energy Energy Unit cost of Unit cost of 
No. Pro'eet MW GWHiA vcrage) GW H(Firm encrgy(Firm) energy(average) 

Pro' ects under construction(l to 5) 
I TEKEZE I 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 listed projects (6 to 17) 

Halele-
6 Werabessa 422 2245 1800 3.60 2.43 

7 Chemoga-yeda 281 1415 1391 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 
I I BaroI+ II +Gengi 900 2245 2.50 
12 Mendaya 2000 12100 3.30 
13 GIBE IV 1470 5917 3.77 
14 Karadobi 1600 8600 3.59 
15 Boarder 1200 6000 3.83 
16 GIBE V 662 1937 4.37 

Other projects 
17 Genale IV 256 1000 4.93 
18 Gojeb 150 520 7.44 
19 TEKEZEII 450 1730 3.31 
20 Aleltu west 265 1050 7.56 
21 IAleltu East 186 800 7.74 
22 Aluto** >30 
23 ~endaho** >5 

*The UIlIt energy cost refers to the cost at generatIOn pamt calculated at 10% discount rate . 
•• The actual capacity will be determined after the feasibility study. 



!i· 'Prj OD~(..r n·l· ."f ~ 

'Pr:7"1-1i). '1', ""1"/..' fl..} ~-I.n ~n~ "" :»C1 ... '" 

""1"/,.' fH1' )'1'.MJA'lH n"'ll''f ... 1'" P''''t.II.''\ ~ ''';. 
~1·'l.A II ,. 

ft· q".., 
'Pr:7·(_ ·~)' q~"'I (n"1-W') leP""'1.''!:\' "'I~nt·'!: , ei 
"'n 7'11.11.9'1" ),:»Y.1· ~f- n .... cp1') ,1../\,h·l-6tJ :If-A 
"19"/..1-1 "'/rH'''t\(~ l "'Ih4.6',l\ ~t;' un7i"'l' ! "f»l'f.Ll.<ryt.9" 

q~"'Iro'1 h"1,1 n"'lY:l.o '"'1.1.,0;. /\,h'1' ' f"'"'I)'; P't·9'1·1 
lTD P' /. .. ,. ~ ID-,l 

} . t1'I::J'" ., 
ht>r:?·/..·~). ,H.·/>f.h·} ~'I::)'&I ,IC ); 11.11.1"1 H "'IXI"1 

(M:O') n.ll.I"1 ~1Y: .. ·r· "'1.11.1"1 (lC) 11."1 hILU ... n'l' 

1Ir: ~ I1.lI.f·11Y.it "'1.11.1"1 (<Joh·l ; n.1I.1"1 M:O'!' "".,. M 
"'.1\.f"1 ·oe) 11'1'/ .. ""ill"j" nq~~..,.. ·t·h(~!l.t\" 

%. :'~J.H 

I'C?"l-1i). ~M)' m'l-~~ 1111.·1' nt!!. n6P, ·'·m.'o!! ~)'."11"''' 
:to Pr:7·/..1i). f"'l:.,.)'.n·l"W 

Pr:7·(_·~). ~A'f'mn\ 'LIL M·.'&I" 

jj. \,O'IIIil·l-~· "'Ji.:}· O'III'I'''IV~ 
0"1"11"·1' "'IO:)·"o!!.f 'i<'I'r: HIE/IU1-:;;;; """,t.·l· )'.·tPoI.c 
flnt. ... ,.,.;:.'1"'" 'le·l·I"?;.' I../\'h~·/.h "(I/' .. 1-\' :1)'.&1 

'MP'&I"l1 001l-rl' "1,.:).9''1' nlLU 1.111 npC7·/..1i). 

'1 ' ''A~l\ I: 

I' ,..,)0' ,oy."rill-}- '1.IL 

f!.U 1.111 fM . ... t.&I l;l/,~ ' ;lIL"l :)'-r'1" hro"ln~' .,.1 )(1"'<:'. 

'''Il' ~lr't'A:: 
M.O /,f\~ nk 0 .,.1 IuY.it'~ q.l"' . 

.. no ILl''!: 

fie -rl"?;f· "" ... &.~'!: .Il. '1"h&.Ilf'!: tT{llI.h 
m:»~)'. "'I.tO-rC 

Federal Negarit Gazeta - No. 51 7" July, 1997-Page 612 

.4. ·Head Office 

~~ . ~e Corporation shall have its Head Office in Add is Ababa 

: .... ;an~ may have branch offices elsewhere, as may be necessary. 

The purpose of the Corporation is to engage in the businessof 

producing, transmitting, distributing and selling electri~al 

energy (in accordance with economic and social development 

policies and priorities of the Government) and to carry on any 

other relaled activities that would enable it <lchieve its 

purpose. 

6. Capital 

.. The authori zed capital of the Corporation is 6.1 Billion Birr . .,. 

·ofwhich 2.67 Billion Birr is paid up in cash and kind. 

'7. Liability 

The Corporation shall nol be lill,ble beyond its total assets. 

8. Duration 

TIle Corporation is estab lished for an indefinite duration. 

9. Trahsfer of Rights and Obligations 

The rights and obligations of the Ethiopian Electric Light and 

Power Authority established under General Notice No. 2131 ': 
' 1956· are hereby transferred to the Corporation. 

/0. Effective Date 

Done at Addis Ababa, this 7h day of July 1997. 

MELES ZENA WI 
PRIME MINISTER OF THE FEDERAL 

DEMOCRA 11C REPUBLIC OF EmIOPIA 
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Table 4. Revised Generation Expansion Plan 
Load F S T ' h d orecast cenano - arget Wit export eman d SdK to u an, enya an dD "b 'II outl 

Year Plant Addition Unit No. x MW System Dependab le Capital Cost 
On- Capacity Capacity (MW) 
Line Genera tion Transmission 

MUSD MUSD 

MID-TERM PLAN 

2008 Ex ist ing + Tekeze (One I x 75 808 
Unit) 

2009 Gilgel Gibe II 4 xl05 
+Tekeze(Three Unit) + 3 X 75 

1798 451.3 51 
Beles 4 xl15 468.7 117.0" 

2010 Neshe 2 X 47.5 1973 168.2 

2011 GibellI (Phase 1) 5 x l 80 1704.2 143.6 

Wind 36 2909 250.0 

201 2 GibellI(Phase ll ) 5 x l 80 -
Chemoga Veda I 2 x 59 

4119 I Chemoga Veda II 2 x 81 403.0 8.45 

+** Aluto Langano 30 

2013 Halele+ 2 x 48 24.5 

Werabesa + 4 x 81.5 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 IT 2 X 78.5 5266 157.8 

2015 Gibe IV 8 X 184 6736 2214.0 48.8* 

2018 Mendaya 8 X 250 8736 2640.0 182.2 

Total (2009-2018) 
8736 8979.3 

LONG T E RM INDICATIVE PLAN 
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• Reinforcement Cosl is not included •• Investmenl Cost will be included when the feasibility Studies are completed . 
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