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LAC Policy Descriptions: El Salvador
General Background

Since 1996, El Salvador promotes free competition in generation, transmission and distribution. In 2002, El Salvador’s total electricity generation capacity was 1044.2 MW. El Salvador has no meaningful resources of oil, gas or coal. Oil for power generation must be imported. Hydroelectric potential is over 1,600 MW.
Section 1: Energy provision 

· Main fuel sources for direct use and power generation

El Salvador is Central America's largest producer of geothermal energy. In 2002, 45% (472.2 MW) of the total power generating capacity was obtained from thermoelectric plants.
 Demand for thermal electricity increases during summer caused by the decline in rain levels.

In 2003, the country produced 970 million Kwh of geothermal electricity, representing approximately 21.9% of total electricity generated, according to government statistics. Thermal sources and hydropower accounted for 37.5% and 33.1%, respectively, of electricity generated in 2003. Power imports from Guatemala and Honduras accounted for the remainder. 

· Degree of reliance on imported energy 

In 2003 El Salvador produced 2.95 million barrels of oil equivalent (MMBoe) electricity, imported 2.65 MMBoe, and exported 64,000 Boe.

El Salvador relies heavily on imported crude oil to meet thermoelectric energy demand and Venezuela is its major supplier. Since the Venezuelan oil crisis, El Salvador has expanded its chain of hydrocarbon and refined products supply to include Ecuador, Chile, the United States and the Caribbean.
A project for a natural gas pipeline running from ciudad PEMEX, in Mexico, to Central America was proposed. The 700-kilometers, US$500 million pipeline would carry gas to Guatemala and Honduras, El Salvador and, possibly, Nicaragua and Costa Rica. Project goals would be to supply Central America, promote regional economic integration and substitute natural gas for traditional fuels such as diesel and wood.

· Extent of connection to electricity network  (households and businesses; rural and urban) 

In 2003 urban areas had an electrification rate close to 99%. However, in rural areas only 61% of households had access to the electric grid, which covers about 41% of this area.
 More than 300,000 families, or about 1.5 million people, do not have access to electricity.
· Any capacity concerns (power generation and/or transmission/distribution) 

High dependence on oil imports.
· Potential for renewable energy, energy efficiency and co-generation (i.e. any authoritative assessments) 
El Salvador lies in a region of frequent volcanic activity, where geothermal resources abound. It is the smallest Central American country, but the largest producer of geothermally-generated power. Since exploration first began in 1954, El Salvador has developed its geothermal energy industry into a critical component of the national economy. In 2004, 24% of the electricity generated was from geothermal resources.

Since the mid 1990s, El Salvador has developed several small-scale projects and initiatives for renewable sources electricity generation (wind, solar and biomass gasification). Biomass gasification and solar are the most common renewable energy sources in El Salvador. Wind energy has also been reported although to a lesser extent. Most of the renewable activities are supported by international organizations such as BUN-CA (Biomass Users Network), Global Environment Facility (GEF), United Nations Development Programme (UNDP) and Swiss contact-ProEco.

Currently, there are two geothermal facilities operating in El Salvador, the 95-MW Ahuachapan, and the 66-MW Berlin plant. Majority state-owned power company LaGeo, formerly Gesal, operates the two plants. LaGeo is currently expanding the two existing geothermal plants, as well as conducting a feasibility study for a third plant, Cuyanausul. The three projects should add 64 MW of installed electric generating capacity by mid-2006. Along with the two geothermal facilities, there were seven thermal plants and four hydropower plants in operation as of January 2004. Based on geoscientific studies, another important geothermal source has been found at the Cuyanausul Field, 8 km east of Ahuachapán. CEL and the firm Enel Green Power (Italy) are partners for the Cuyanausul geothermal plant (79 GWh / year) and a second phase of the project to add 10 MW started in May 2005, El Salvador’s untapped geothermal potential is estimated at 300 MW.

In 2003 Empresa Eléctrica del Norte (EEN) announced the construction of a 5MW Biomass thermoelectric plant at San Francisco Sugar Mill. The plant consumes part of the electricity generated by bagasse fuel and additional distribution agreements with other local sugar mills have been reported. Finland is cooperating with El Salvador in the production of energy in plants producing power obtained by the combustion of organic wastes such as sugar cane, coffee and coconut.
Section 2: Energy market

· Ownership (state/municipality/private/mixture) of electricity and gas utilities and other sources of energy 

For more than 50 years, the state-owned electric utility, Comisión Ejecutiva Hidroeléctrica del Río Lempa (CEL), was the only power utility in El Salvador responsible for all generation, transmission and distribution of energy. It began divesting control of its distribution and generation assets in 1998, in compliance with the new General Law of Electricity enacted in 1996. Since then, El Salvador promotes private investment to increase and improve its thermoelectric facilities. All new capacity is available on a competitive basis and open to the private sector. 

Concessions for geothermal and hydro projects are open to any party, foreign or domestic, and are granted through public bidding. Sponsors must present proposals for new thermal power plants to SIGET.

· Extent of competition in power generation and energy retail 

Under the General Law of Electricity, there is no longer a central planning function for new generation plants. Parties wishing to build a power plant must register with the Superintendencia General de Electricidad y Telecomunicaciones (SIGET), and are subject to open competition from both generation companies of CEL and other private companies.

· Structure – extent of vertical integration of generation/transmission/distribution/retail

The sector unbundled its different activities both vertically and horizontally. There are five generation, one transmission and four separate distribution businesses. However, the generation and transmission businesses are still government owned and controlled by CEL. There is also an independent Transactions Unit (UT) in charge of market operations. Distribution and supply activities are also unbundled. 

Existing distribution companies were split to allow for direct competition along their boundaries. Up until 2001 two different companies serviced the capital city. Retail competition is in place; when a distribution company supplies service to the end user, the terms and conditions of supply require annual approval from the regulator, while other suppliers are free to set their own tariffs.
Section 3: Energy policy framework

· Existence of an explicit energy policy framework (e.g. a recent White Paper) and key policies (e.g. privatization, liberalization, rural electrification plan etc) or not – what role is envisaged for sustainable energy? 
In 1994, as part of its modernization process, the Government of El Salvador initiated a corporate restructuring process to prepare electric distribution utility companies for eventual sale. Four companies emerged from the restructuring process: CAESS, operating in the central–northern region; DELSUR in the central–southern region; CLESA in the western region; and EEO in the eastern region.   In January 1998, these four distribution utilities were sold to private companies.  Sector reforms were embedded in a new regulatory and legal framework whose principal purpose was to promote a competitive market for electricity services, with no explicit objective to promote electrification of rural areas.
 

· Any current energy policy debates/developing legislation – e.g. on security of supply; energy market reform; incentives for renewable energy etc. 

In June 2006 the SIGET kicked off the implementation of the second phase of the AHORRE campaign, which is an energy efficiency program. The program seeks to promote household energy savings through the “Gastómetro”, a tool that helps the people to identify which equipment consumes the most electricity.

· Any specific policies or programs to promote sustainable energy 

Energy policy is oriented to the development of renewable energy resources such as hydroelectric and geothermal power plants
· Any major energy network or sustainable energy studies available 

A 1999 U.S. Department of Energy (Battockletti et al) report estimated that El Salvador has geothermal power potential of over 2210MWe.
Superintendencia General de Electricidad y Telecomunicaciones (SIGET) http://www.siget.gob.sv/
· Role of government in energy policy – which departments are involved? 
The Legislative Assembly Decree No. 808 of September 1996 approved the creation of the General Superintendence of Electricity and Telecommunications (SIGET). This new entity is a financially and administratively independent institution with its own patrimony. SIGET is in charge of proposing implementing regulations and setting standards (for presidential approval). It also regulates and oversees compliance with established norms in the electricity (and telecommunications) sector, fosters competition, and reduces the opportunity for regulatory discretion.

Also, SIGET will authorize concessions for geothermal and hydro resources under established competitive conditions, define sector norms for bidding procedures, protect consumer interests, undertake international treaties and maintain and promote relationships with foreign institutions. SIGET will also inform the appropriate authority of noncompetitive practices in the two relevant sectors, collect relevant information from sector enterprises and periodically publish existing data on the sector. SIGET will keep a Public Registry for Electricity and Telecommunications with resolutions related to concessions.
The President nominates SIGET’s qualified General Superintendent for a 7-year term, who in turn will nominate and be supported by a Manager of Electricity and a Manager of Telecom, each serving 5-year terms, and who must each meet the non-partisan and qualifications criteria established in the law. FINET, the National Investment Fund for Electricity and Telecommunications will be in charge of promoting social projects and will participate in the definition of subsidies.

· Any government (or government funded) agencies with  a specific role in sustainable energy and/or environmental protection (with an energy role) 

Regulatory, oversight, and tariff- and standard-setting functions previously under CEL were reassigned to SIGET, the regulatory entity established in 1997. The transactions unit (UT) operates the market. No agencies have been assigned sector policy-making or planning responsibilities, and there is not a specific proposal under consideration.
The government remains involved in some commercial activities at least for the time being. It controls two hydroelectric companies and the transmission assets. The government is planning to form a strategic alliance with a private investor to operate and develop the geothermal company.

· Any energy planning procedure in place 

Section 4: Energy regulation

· Is there an energy or utility regulator?  When was it established? 
The 1996 General Law of Electricity transfers regulatory authority from the Comisión Ejecutiva Hidroeléctrica del Río Lempa (CEL) to the Superintendencia General de Electricidad y Telecomunicaciones (SIGET). The SIGET grants concessions for exploration and utilization of geothermal and hydro resources.

SIGET, the Superintendencia General de Telecomunicaciones y Electricidad, was established to propose and implement standards and regulations for the telecommunications and electricity industries as a means of protecting consumers.  The Unidad de Transacciones (UT) was established to coordinate generation and transmission of electric power to bulk consumers, including industrial consumers and electric distribution utilities.  To date, the government has not established a policy setting body and thus far, CEL continues to play this role for the electric energy sector.

· Degree of independence of the regulator from government (legal structure, who appoints the regulator and board) 

SIGET, an autonomous agency in charge of the regulation and oversight of the electricity and telecommunications industries, has been operating since 1997. Since its inception it has been struggling with a heavy work load and limited resources.

· Regulatory framework – legislation, duties, powers (any references to environment, sustainable energy ) 
The regulatory framework created the environment for a more competitive power sector at both the wholesale and retail levels. Energy exchange has been in operation since April 1998. The current interconnection with Guatemala and the future interconnection with Honduras and with the SIEPAC transmission line will make the electricity market more competitive.

The electricity law allows for retail competition, and some of the new distribution companies compete for the consumers in the boundary areas.
· Regulator’s roles – key tasks (e.g. price controls, promoting competition etc) , actions to date, any action/role in the sustainable energy field)

A new entity, the Unidad de Transacciones (UT), replaces the CEL’s former Center for System Operations. UT administers the market, assuring service quality and fair tariffs and resolving disputes between the new players in the generation, distribution and power marketing businesses. The UT also operates the wholesale market and determines the cost of needed expansions to the system.

· Role of government departments in energy regulation (both where a regulator exists and where there is no regulator) 

The State is pulling away from most of its commercial activities as well as some of its policy roles. This void is being filled by CEL. SIGET, is in charge of regulatory and oversight activities. 

While the government sold its interest in the distribution sector, it kept transmission and hydropower assets under its control. The Transaction Unit (UT) has some planning functions, and the Fondo de Inversión Nacional en Electricidad y Telefonía (FINET), which is a government fund, will participate in the definition of social investment and subsidies.
· Have any regulatory barriers to sustainable energy been identified and if so what are they? 
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