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[bookmark: _Toc252366351][bookmark: _Toc252366416][bookmark: _Toc356217300]Executive Summary 
This Submission is offered to the Palau Senate Committee on Energy Infrastructure and Public Utilities. As the Senate Committee will appreciate the Submission is developed  from the perspective of the third party Consultancy engaged by the SPC North REP Administration to develop in consultation with the key stakeholders an energy development framework. 

The key messages from this Submission are;

· Innovate and Implement - The proposed Bill demonstrates a strong leadership position for the Government of Palau both domestically for the people of Palau  and regionally as a innovator in policy development and dissimination and progressive governance. 

· Clear Consistent Messaging The proposed Bill conveys an explicit economic, environmental and social message to the People of Palau ,to the visiting tourists and to bilateral partner countries that Palau is prepared to implement progressive policy aimed at promoting energy security and mitigation of energy related climate change. 
 
· Transparent and Accountable Architecture The underlying rationale for this Bill confirms that in order to induce a robust Energy Development Framework (EDF) for Palau, as envisaged by the National Energy Policy (NEP) a number of key reforms need to be made to the  institutional administrative framework . 

· Report and Reform That whilst Senate Bill No 9 -124 makes a strong contribution to the requisite reform – reform of itself is an ongoing process. The recommended legislative framework facilitates ongoing reform through more transparent accountable administration and ongoing reform through NEC assessment as to progress and robust reporting.  
In approaching the Energy Development Framework  (EDF) appropriate process was embraced including. 

· The development of a May 2013 Discussion Paper .
· The three Consultation Workshops convened in Koror in May and June 2013 and January 2014 –including cross -sectional representation from business community , the NEC , the Ministry and the relevant Senate Committee and House Committees of the OEK in January 2014. 
· Subsquent amendments which were made in Consultation with The Chair of the Senate Committee in February –March 2014 
· The Final Projects Reports prepared for the NorthRep  SPC  and ultimately the Draft Legislative Package which were tabled with the Government of Palau and the SPC North REP Office in March 2014 
· Some Peer Reviews offered to the Pacific PRIF Partners and the SPC in Fiji 
In perspective the Draft Bill reflects the balanced application of modern law –the opportunity to deploy the National Energy Policy to it’s ambition of facilitating market transformation in Palau’s energy sector. As a legal instrument it does this in three ways. Firstly, it creates the institutional environment for Papau’s energy and related aspirations –ie;  targets, guidelines, standards  etc –the application of aspirational law.  Secondly, it establishes institutional frameworks –new administrative architecture with  increased accountability ,with clarity and transparency as to purpose   -the application of administrative law . Thirdly it promotes practical effect from it’s enabling regulations – it confirms process, timing and potential consequences. This is the next important step for Energy Administration and the NEC. 

The Draft Bill confirms Key Reforms to the existing Palau Energy Development Framework through implementation of the following actions; 

1. The development of a new and upgraded Energy Administration – this requires obvious restructuring –an upgrading of the functions resources and skill sets of the Palau Energy Office (PEO)  or it’s replacement.
2. A clearer mandate for the PPUC without compromising it’s persona -commerciality or it’s energy service provider role. The integration within the EDF framework of more conducive role for the  PPUC in work. 
3. The consolidation of the important role for the National Energy Committee as the facilitator of reporting measurement and the innovator of  new policy proposition for Government . 
4. The development of more transparent and accountable energy management guidelines for potential private sector IPP investors.
5. The integration within the framework of the key regional obligations to energy related climate change and energy security frameworks 
6. Increased focus on broader non stationary energy management issues. Associated with pricing and quality of imported fuels and emissions standards for Government Fleets and tourism transport. 
7. The development of a new robust Energy Act and enabling Regulations  
This Submission has been prepared as a contribution to the proposed Legislative Process including the important institutional architecture and most importantly the Draft legislative provisions the Palau Energy Act 2014 and the absolute importance for developing through the Energy Administration the enabling provisions as per the draft Energy Regulations. It goes without saying that these enabling provisions are critical to operationalizing the Energy Act –without them the Energy Act is like ‘a car without fuel’. 

Accordingly the passing of the Bill through Senate and its passage to the House of Representatives in its current form and content is highly recommended to the Olbiil era Kelulau. 

[bookmark: _Toc252366352][bookmark: _Toc252366417]Introduction  - Background to the Palau Energy Development Project. 
The Secretariat of Pacific Communities (SPC) North-REP has commissioned a number of consulting projects on behalf of donors,principally the EU , in the interest of developing a more robust energy framework that will allow Government of Palau (GoP)  to more effectively manage the economic, environmental, and social issues associated with the delivery of a more progressive energy system. 

These complimentary studies included a review of the electricity tariff regime, undertaken by the Ridgeway Group of Wellington, New Zealand, a review of the technical issues associated with the up-scaling of renewable energy into the existing energy systems undertaken by IT Power of Canberra, Australia.

The focus of the Palau Energy Framework Project (‘EFP’) is directed at assisting in the development of key institutional features of the energy development framework for the RoP. The outcome of the EFP will be strategies to develop more robust administrative structures, frameworks to promote a more relevant monitoring, evaluation and reporting regimes, particularly against the backdrop of the RoP’s National Energy Policy. 

The key outcome was the tabling of a Legislative Package – the Draft Energy Act and Draft Energy Act Regulations for consideration by the key stakeholders and ultimately the Minister for Energy, the President of the GoP and the elected Congress through the elected Committees such as the Senate Committee on Energy Utilities and Public Infrastructure. The tabling of the Draft Bill in the Senate and the Public Hearings are the first step in that process in the Olbiil era Kelulau. 

This purpose of this Submission is two fold –as established above to confirm support for the Bill and secondly to provide from, the consulting perspective, the contextual platform for the Legislative Package, including the key issues, the operational options, proposed administrative structures –including funding and budget options, the barriers and opportunities as to the up-scaling of renewable energy and energy efficiency, and the incorporation, where appropriate, of other national policies of the GoP. 

It was the intention of this EFP to table a final product, which promotes some innovation in Small Island States (‘SIDS’) energy management – an outcome that induces a leadership position for the GoP. This innovation may result from;
 
· The incorporation in a drafting sense of the key Energy Related Climate Change Objectives of the RoP and the more broad agenda associated with the Regional Energy Security Framework.
·  The need to broaden the energy management agenda to including monitor and reporting on key broader non stationary energy related issues – such impoted petroleum, price, quantity and quality issues. Efficiency standards for the tourism sector including road and marine vessels. Monitoring progress to reduce emissions associated with Government Fleets
· More transparent and accountable processes for Independent Power Production. 

 It should be recognised that the GoP already has taken prudent steps associated with its future energy management, this is particularly evidence by its National Energy Policy and associated action agendas –including energy conservation, energy efficiency and the establishment of the National Energy Committee (‘NEC’). 

[bookmark: _Toc355967153][bookmark: _Toc356217302]Three Phases of Consultation.
This EFP remained diligent to ensure that full consultation and input was available to the interested stakeholders in Palau. This involved 3 Phases of Consultation. 

Phase 1 -In approaching this project it was envisaged that there would be a two-phase consultation process. The First Phase was conducted in April 2013 was directed at securing preliminary insight into the issues and ideas from the key stakeholders associated with energy in the RoP. Preliminary meetings were convened with the Palau Energy Office (PEO), representatives from SPC North-REP, the CEO of the Palau Public Utilities Corporation (PPUC), Representatives from IPPs, Chamber of Commerce, National Development Bank Palau (NDBP), and the Office of Climate Change, the Office of the Attorney General of Palau, and the Office of the President of Palau. All of these discussions were positive, with strong support emulating for the development of a more robust energy framework.

Phase 2 -In light of this contribution and research on other best practice models on the development of a RoP framework, it was prudent to re-engage, with a Second Phase with all of these stakeholders and table for their consideration and input.
 A Discussion Paper confirming the key issues, the obvious barriers and constraints, and the opportunities to reform and to further develop a robust energy framework was produced in May 2013. This Discussion Paper a framework, which induces the confidence of key stakeholders, the donor organisations, the private sector, the GoP, and most importantly, the people of Palau. This Phase 2 consultations were convened in mid-May 2013, a final framework, including a Draft Energy Act, and Energy Regulations was submitted to NorthRep in June 2013.

In addition to this internal consultation process in Palau – the key issues together with the draft legislative package was at the World Bank’s initiative offered for Peer Review by the PRIF Pacific Energy Group. They reviewed the offering with no comments. The Draft was also submitted for Technical Comment to the Energy Division of the SPC and to GSES who have some experience in technical connection issues. Both offered value adding input and the drafts were appropriately fine-tuned.

Phase 3 -Lastly at the initiative of the SPC and NorthRep SPC a final round of Third Phase Consultation, in the week commencing 27 January 2014 was offered to the NEC, to a broader audience in terms of a National Energy Forum (NEF), The Minister, the Office of the President, Congress Committees and the Office of the Attorney General .The obvious intention was to offer a final round of information sharing before the Legislative Packages are amended before the determined political process. 



2. The Key Issues –Energy Development Framework 

As part of SPC project key energy issues were identified. These key issues were then addressed as part of the consultation process and incorporated within the outcome 
Documentation 
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3. The Senate Bill No. 9-124, Palau Energy Bill 
· 
· The Legislative findings. 
The Olbiil era Kelukau finds that there is a need to organize the energy sector in the Republic, in order to promote energy security by diversifying the supply of affordable electrical energy within Palau, including renewable energy, and enhancing safety practices. There is a need to monitor, evaluate and report on the performance, progress and achievements of the Palau Energy Sector.
In approaching the Legislative Package drafting was guided by the following key considerations;  

1. The need to give effect to the key themes of the National Energy Policy specifically in respect to ;
    
· The establishment of a more robust Energy Administration 
· The incorporation of a transparent, commercial and accountable accommodation of the opportunity for third party Independent Power Producers (IPPs) to connect to the grid.
· Establishing a distinction between a regulated Energy Administration and the PPUC’s Energy Management responsibilties.
· The establishment of the National Energy Committee.
· Management of Energy Related Climate Change. 
· Commitment to Regional Energy Security obligations. 
 
2. The need to adopt a conducive drafting style ; 

· The adoption of a suitable drafting format for consideration by the Olbiil Era Kelulau.
· A drafting format based on the principles of efficiency and effectiveness of words -plain english and operational simplicity 

3. The need to promote innovation and best practice  as a model for Small Island 
Developing States (SIDS) 
      
· The incorporation of cross sectional stakeholder input through the NEC 
· The adoption of a progressive EMER Framework - monitoring and reporting through to the President on clean energy uptake , energy use efficiency ,transport and climate change 
· Referencing of regional commitment ambitions on energy related Climate Change ,on Transport emissions for Government Fleet and Commercial Tourist Boats. 
· The need to develop Draft Energy Regulations which incorporated the provisions of the Net Metering Act Promoted an enabling framework which would give technical effect to the Energy Act 
· The need to promote for stronger petrolem management –particularly on price and quality issues. 
· The need to upgrade and monitor standards on tourism vehicles/vessels and Government Fleet. 
  

4. The NEC and the Energy Monitoring Evaluation and Reporting Framework 
The Draft Bill Section 517 provides …” The NEC, shall monitor, evaluate and report to the Minister, the President, the Senate and the House od Delegates on the implementation of the NEP, the Energy Act and on other matters related to Palau’s energy sector as specified from time to time by the President. In accordance with the provisions of Draft Bill the NEC shall be responsible for the;
 
1. reporting, governance and strategic oversight of energy matters in Palau as far as they relate to the Palau National Energy Policy and related strategic and operational agendas. 
2. 2.The NEC will monitor, evaluate and report in accordance with the agreed Energy Monitoring Evaluation and Reporting Framework (EMER) on the implementation, progress and impact of activities under this Act and related Regulations. 
3. The NEC will formulate comprehensive recommendations, particularly in relation to future direction of Energy Policy, which will be submitted to the Relevant Minister and the President.” 

The Draft Bill provides for the appointment of the NEC .The NEC, at the discretion of the President, shall consist of representative membership from the following entities, who will, pursuant to this subsection, be deemed to be appointed by the President:
          

The Relevant Minister 
The Senate
The House of Delegates 
The Chamber of Commerce
The PPUC
The Energy Administration
The Office of Environmental Response and Co-ordination 

Each member shall be appointed to the NEC for three years, and shall be eligible for reappointment by the President three (3) months from the expiry of their appointed term.
A person shall cease to be a member of the NEC on the completion of an appointed term, on resignation, or if the President terminates their appointment. The Energy Administration will supply administrative support to the NEC as specified in the Bill. 


5. Energy Administration Structure 

The creation of an empowered Energy Administration is one of the key objectives of this draft Bill. The term ‘Energy Administration’ is seconded from the National Energy Policy. It is a generic term and should be amended to give effect to the purposed upgrading of energy management’s status and standing within the Palau Government. It is clearly accepted by all key stakeholders that the existing Palau Energy Office (PEO) status and resourcing levels are inadequate to deliver on the requisite objectives of the Draft Bill.

5.1 The Energy Administration:
It is proposed by the Draft Bill that the Energy Administration will carry out the following roles; 

I. Be the principal regulator and provider of energy management for energy-related matters for the Government of Palau; 
II. Be responsible for providing advice to the Relevant Minister and the President onmatters of energy sector policy and implementation; 
III. Develop and disseminate in conjunction with the NEC policy, regulations, plans and programs which will contribute to energy security, and the abatement of energy-related greenhouse gas emissions in Palau;
IV. Develop programs and processes which integrate renewable energy and energy efficiency measures into mainstream energy policy, planning, project development and implementation; Establish, maintain and analyse a public register of petroleum price and quality,
V. Ensure that decisions required of the Energy Administration under this Act are reached independently and transparently, and are in accordance with the Act;
VI. Ensure that guidelines established by the Energy Administration in relation to Independent Power Producers and the setting and review of Electricity Tariffs are in accordance with the requirements of the Bill .
VII. Provide technical and regulatory advice and expertise to PPUC , the NEC, and the Government of Palau. This advice and expertise will further the objectives of the Palau National Energy Policy. 

 6.    The PPUC 

As proposed by the Draft Bill, the PPUC activities are mandated pursuant to its’ own legislation, 37 PNCA Chapter 4 as amended by the Utilities Consolidation Act RPPL No. 9-4. In terms of giving effect to this Act, the PPUC will: 

I. Actively participate and contribute to the objectives of the NEP including the exercise of any of its powers and responsibilities provided by way of 37 PNCA § 4-11, and the Utilities Consolidation Act. 
II.  Collaborate with the Energy Administration in the production of an Annual Energy Report.
III. Collaborate with the Energy Administration in the establishment of Tariff Guidelines.
IV. Develop, in accordance with this Act, the Tariff guidelines and 37 PNCA Chapter 4, and §4-11 (b) of the Utilities Consolidation Act, a Tariff Formula, and Tariff Schedule, which will be submitted for approval to the President, and published in accordance with of the Draft Act. 
V. Consider and assess all solicited and unsolicited applications for the grid connection of renewable energy systems, in accordance with the Act, and any guidelines that are established by the Energy Administration, and as a result of this consideration, advise of its decision, to accept or reject applications for Grid Connection;
VI. Exercise this function in good faith and not unreasonably reject or withhold Grid Connection applications.
VII. Co-operate with the Energy Administration and the NEC, on the establishment and maintenance of a petroleum price and quality register, and any regulatory compliance requirements associated with the transport and storage of petrol

8. Reporting on IPP Uptake and Processing IPP 
As highlighted above a key task of the EDF has been to promote more certainty, transparency and accountability to the process of facilitating independent power production. The EDF and as now reflect in the Draft Bill has endeavoured to establish appropriate balance between the regulatory and administrative tasks incumbent on the EA and the commercial energy services tasks on the PUCC. 

I. The EA Reporting on RE Energy Management.  The Energy Administration will support the development of Energy Policy through the preparation of a Palau Annual Energy Report by the 31st of September each year. The objectives of this report will be to provide the NEC with the requisite information such that the NEC can report to the Relevant Minister on the Key Energy Metrics covered under the EMER. Also to report on and promote private sector investment in the Palau's energy sector by providing a range of information for Independent Power Producers.

II. Management of IPP requests; It is intended that the proposed Energy Act 2014 will manage both Solicited and Unsolicited IPP requests for connection to the grid. Under the provisions of the Draft Bill (s 518) the Energy Administration will be pivotal the facilitating the IPP process. 

· The Draft Bill S 520 requires that Solicited Requests be co-ordinated by the EA –except for RFP’s issued by the PUCC. This is confusing as all RFP should be co-ordinated out of one entity that should be the EA. Should the PPUC require supplementary generation then the EA should so request through its solicited process. 
· The Grid Connection Agreement as defined should include reference to the power purchase agreement (PPA) and the template for the PPA should be incorporated as a schedule to the Regulations -as proposed in Draft Act and Regulations. 



9. Non -Stationary Energy Management 
The Draft Bill provides for the introduction of reporting on a number of important   efficiency standards. These include;

1. Progress against the Government’s Green Fleet efficiency targets. 
2. The efficiency of the road vehicles and marine vessels in the tourism industry. 
3. The establishment and maintenance of a register of price,quantity and quality metrics on imported petroleum.
4. The introduction of saftey standards for transport and storage of petroleum productions. The Draft Bill suggests this should a ‘may’ .It is recommended that this be converted to a ‘will/shall’ requirement. 
Reporting on all of these is an important initiative for Palau. As envisaged by the Draft Bill the requisite standards, timing punitive and remedial action should be established by the NEC and enshrined in the Regulations.  




9. Part-time Independent Third Party Regulator 

[bookmark: _Ref359095748]The Draft Act recommended for a Third Party Independent Regulator to be appointed on a Part –time basis for a term of three years with the responsibility for reviewing the application of the Electricity Tariff Guidelines to the Electricity Tariff Formula, and for reviewing the Independent Power Producers Licensing arrangements. It was proposed that the Third Party Independent Regulator be appointed to undertake additional independent regulatory reviews at the direction of the President of Palau or the Relevant Minister.

However this recommendation was not accepted into the Energy Act Bill and consideration should be given as a follow up action to the Bill once enacted. The main channel of accountability is provided by the Public Auditor’s monitoring of PUC’s financial reports. However, this accountability is largely limited to the accuracy of PUC’s recordkeeping and compliance with accounting standards and there is no mechanism to hold PUC accountable for its operational or financial performance. It is probable that an independent third party regulator –could be part of a regional North Pacific resource with appropriate independence to ensure imposition on respective Country sovereignty. 


Conclusion 

The above narrative is only a summary of the salient features of the proposed Draft Bill. It designed to confirm a clear an obvious justification for this legislative initiative to pass through the Senate to the House of Delegates and for it’s ratification as law –the Palau Energy Act 2014. As highlighted above in order for it to have impact in achieving it’s policy ambitions it must be enabled by robust and accountable regulation and the Government must move to install it’s administrative foundations and frameworks.  


Submitted for the Senate Consideration 



Mark Fogarty

mark.fogarty@unsw.edu.au 
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Issue number  Issue  Proposed initiates  Framework location 

1 

High cost of energy associated with 

importation and price volatility of diesel fuel

 

Displace diesel where appropriate by the deployment of 

renewable energy and the uptake of energy efficiency 

and demand management.  

Induce administrative cost efficiencies with more defined 

and streamlined reporting.  

The establishment of a more robust monitoring evaluation 

and reporting under a revitalised NEC.

 

Introduction of clearer and more robust 

provisions within the Energy Act and 

associated Regulations 

Revised Administrative Structure.

 

2 

Lack of transparency in development 

processes 

 

The development of a new more functional and transparent 

institutional framework. 

 

NEC M&E Reporting  

Palau Energy Act, development of enabling 

energy regulations

 

2a 

Under resourced  and fragmented energy 

administration

 

Revised Restructured administrative and regulatory 

arrangements.

 

New administrative structure and reporting 

arrangements

 

2b 

Lack of accountability in PPUC and PEO

 

Restructuring and revision of functional structure and 

resources allocation, both human and financial.

 

New administrative structure and reporting 

arrangements

 

2c 

The need for more robust tariff setting 

arrangements. 

 

Revised administrative and regulatory arrangements for 

tariff setting

 

Administrative functions and regulations

 

3 

Lack of clarity in the grid-connection 

processes 

 

Revised administrative and regulatory frameworks to 

facilitate technical and commercial interests

 

 

 

4 

A need for a clearer, more defined and 

productive role for the NEC

 

Clarification of the roles, responsibilities and reporting 

arrangements for the NEC

 

Administrative framework and the Energy Act

 

5 

Promoting stronger management of energy-

related climate change commitments

 

Inclusion of monitoring, evaluation and reporting of climate 

change metrics

 

Administrative arrangements for the NEC and 

the Energy Act

 

6 

Lack of incentives for energy efficiency and 

renewable energy investment by PPUC

 

Development and delivery of an energy efficiency 

program by the PEO. The reporting of energy efficiency 

metrics by the NEC to the President 

 

The PEO Energy Efficiency Framework 

 

7 

Promoting a stronger framework of the 

NDBP financing package for rooftop solar 

PV

 

Strengthening of the administrative and regulatory 

framework

 

Administrative framework and Energy Act 

and regulations
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