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Hanoi, Mar.24th, 2014
DECISION

Ref: Development support mechanism for 

biomass electricity projects in Vietnam

Pursuant to the National Government Organization Law dated on December 25th, 2001;
Pursuant to Electricity Law dated on December 03rd, 2004 and supplementary Law for some articles of Electricity Law dated on November 20th, 2012;
Pursuant to Investment Law dated on November 29th, 2005;

Pursuant to Construction Law dated on November 26th, 2003;

On the proposal of the Minister of Industry and Trade;
Prime Minister issued Decision regarding to development support mechanism for biomass electricity projects in Vietnam.
Chapter I

GENERAL PROVISIONS
Article 1. Scope of regulation and subjects of application
1. This Decision regulates the development support mechanism for electricity generation projects using biomass energy in Vietnam.

2. Subjects of application of this Decision include organizations and individuals take part in electricity activities related to the development of biomass electricity projects in Vietnam.

Article 2. Definition of terms
In this Decision, below terms are defined as follow:
1. Electricity Buyer shall mean Vietnam Electricity Corporation or its authorized affiliates (for on-grid electricity projects).
2. Electricity Seller shall mean organizations, individuals have license to operate in producing the electricity from electricity plant that used biomass energy.
3. Biomass energy for electricity production shall include: by-product, waste from agricultural production, agricultural and forestry processing and other crops can be utilized as fuel for electricity production.

4. Biomass electricity projects is power plant projects which mainly use biomass energy to produce electricity.

5. On-grid biomass electricity projects shall mean biomass power plant project which are connected with national power grid in order to a partly or fully supply its national electricity output.
6. Connection point means the position at which the lines of Seller connect into electricity network of the Buyer.
7. Point of electricity delivery shall mean the position at which counting equipment is installed accordingly with agreements of electricity sale contract in order to determine the Seller’s sold electricity output. 
8. Off-grid biomass power project shall mean biomass electricity plant project which is built for providing full power to local households and not connected with the national power grid. 

9. Power sale and purchase contract form for biomass electricity plant projects shall mean a power sale and purchase contract issued byMinistry of Industry and Trade for transactions of on-grid biomass electricity between the Buyer and the Seller.
10. Avoided cost of national power grid shall mean production cost of (01) kWh of thermal turbo machineries using imported coal in national electricity network, this cost can be avoidable if the Buyer purchase (1) kWh from power plant using biomass energy.
11. Avoided cost tariff applicable to biomass power project is calculated according to avoided costs of national electricity network when (01) kWh electric power which is produced from biomass power plant is generated into national electricity network.
12. Main components of a biomass power plant project include: Boiler, turbine, generator and transformer station.
13. Thermal-electrical generation plant project shall mean biomass power project which produce and supply both thermal and electrical energy.

Chapter II

PLANNING AND DEVELOPMENT OF BIOMASS ELECTRICITY
Article 3. Plan for developing biomass electricity
1. Plan for developing biomass electricity is acontent within plan for developing and using biomass power. Plan for developing and using biomass power includes that for developing national and provincial biomass power. That is a basis for investment and development of biomass power to be modified in accordance with studies and evaluations on potential biomass power from each period.
2. Plan for developing national and provincial biomass power will be formulated once for the period to 2020 and vision to 2030 which will be amended and modified when necessary. From subsequent planning stages, the plan for developing biomass power will be incorporated into national and provincial electricity development plans. 

Article 4.Formulation, appraisal, approval and announcement of the plan for developing and using biomass energy
1.  Ministry of Industry and Trade shall organize planning for developing national biomass power and submit it to Prime Minister for approval; announce and direct, monitor and inspect implementation of the approved national biomass energy development plan. 

2. People’s Committees of Central Provinces and Cities (hereafter referred to Provincial People’s Committees) shall organize planning for developing provincial biomass power and submit it to Minister of Industry and Trade for approval.
3. Announcement and amendment of the plans will be in compliance with regulations being in force.

Article 5. Expenses for formulation, appraisal, approval and announcement of the Plan for developing and using biomass energy
1. State budget will be granted for implementing task of formulation, appraisal, announcement and adjustment of Plan for developing and using biomass energy.

2. It encourage to mobilize other legal funds for the Plan for developing and using biomass power.

Article 6. Investment in construction of on-grid biomass power project

1. Investment and construction of biomass power project must be in compliance with biomass power and electricity development plans to be approved by competent authorities.
2. For any biomass power project which is not included in the list of the approved national biomass power and electricity development plans, investors shall be liable for formulating documents for additional planning, submitting them to Ministry of Industry and Trade for appraisal, to Prime Minister for consideration and decision-making.

3. During development Plan and using biomass power projects has not been approved, the investment on biomass electric projects  should be approved by Prime Minister. 
4. Investment and construction of biomass power projects must be in compliance with legal regulations regarding to construction, fire protection, environment protection and other relevant regulations.
Article 7. Connecting biomass power projects to power grid, operation of biomass power plants

1. Connecting the biomass electric projects to the national power grid must conform to the approved electricity power plan. Connection points will be agreed by the Seller and Buyer in principle that the Seller is responsible for investing transmission lines to such points for connection to the nearest national grid in the provincial electricity development plan. Where such points are in undeveloped grid investment projects, the Seller (Investor) must come into agreement with the Buyer (Distributor) synchronize schedules for biomass power and grid development investment projects follow present regulations. Where no agreement on the connection points is reached, the Seller shall be reliable for submitting their documents to Ministry of Industry and Trade for consideration and decision-making.
2. Investors of biomass power projects shall be responsible for investment, operation and maintenance of transmission lines and step-up transformers (if any) from the Seller’s power plant to the connection points as agreed with the Buyer.

3. Depending on connection voltage, power distributor or trans-missioner will be responsible for investing the transmission lines from connection points to the national power grid under the approved electricity development plan and sign in connection agreement with the investor of biomass power project.

4. After completion of the investment, acceptance and commercial operation, the office of power system and electricity market operator will be responsible for mobilizing biomass power plants in a manner to give priority for exploiting full generated power output in line with suitable capacity of biomass power plants.  

Article 8. Conditions for starting-up biomass power works

The investors are only allowed to start-up construction of biomass power works if they have in possession, apart from regulations at Article 72 of construction law and other relevant legal documents, following documents: investment certificate, electricity purchase agreement from Buyer; connection agreement with power distributor and trans-missioner (for on-grid biomass power project); opinion about design from competent authorities in accordance with legal regulations on work management of construction investment.
Article 9. Project termination

Within 12 months since being Investment Certificate granted, if investor doesn’t begin to start-up main items of work, or maximum of 24 months since the date of operation commitment stated in Investment Certificate at which the biomass project has been functional yet, Provincial People’s Committee has responsibility for considering the withdrawal of Investment Certificate, reporting to state competent agency to assign project for other investor to execute. Except from legitimate reason, shall be accepted by competent level of temporary stop or extending the progress of project execution. 

Article 10. Mode of report

1. In 5 working days, since the day of granted Investment Certificate, investor has responsibility for sending a copy of notarized investment certificate to Ministry of Industry and Trade for supervisory management.

2. During the construction of biomass power project, before the 15th of the first month of every quarter, Investor must report on the state of project implementation in the last quarter, implementation plan of the following next quarter. Yearly, before January 15th, Investor must report on the state of project implementation in last year, implementation plan of the following year; submitting to Provincial People’s Committee, Ministry of Industry and Trade for supervisory management and for the Buyer’ implementation coordination.

Chapter 3
MECHANISM OF SUPPORTING THE DEVELOPMENT OF BIOMASS POWER PLAN

Article 11. Responsibilities of buying electricity from biomass power project on-grid
1. The electricity buyer has responsibility for buying whole electricity produced from on-grid biomass power plant in localities under their management.

2. Electricity trade is perform through electricity trade contract made as the sample electricity trade contract applying for on-grid biomass power project promulgated by the Ministry of Industry and Trade. 

3. Within 6 months since biomass power project investor submit the electricity sale request, electricity buyer shall conclude an electricity trade contract with electricity seller according to current regulation

4. Validity of electricity trade contract of biomass power project is twenty (20) years since commercial operation commencement. After 20 years, 2 Parties can extend the contract or conclude a new contract according to current legal regulation.

Article 12.Incentives related to capital, tax
1. Mobilize investment capital:

a) Investor may mobilize capital from domestic or foreign organizations and individuals for investment in biomass power project follow current legal regulations.

b) Biomass power projects may enjoy incentives under current regulations on the State’s investment credit and export credit.

2. Import duty: Biomass power projects are exempt from import duty for goods imported for creation of their project fixed assets; import products are material, sub-materials, supplies and semi-finished products that not yet production or import in the country, they imported for supplying this project and following current regulation on export and import duty.
3. Enterprise income tax: Enterprise income tax rate exemption or reduction for biomass power projects are implementing such as the same of those for projects in sectors eligible for special investment incentives specified in the Tax Law.  
Article 13. Land incentives

1. Biomass power projects, transmission lines and transformer stations for connection to the national power grid are eligible for free or reducing money in land use  and land rent exemption under current regulations applicable to projects in sectors eligible for special investment incentives.

2. Based on approved land use plans, Provincial People’s Committees shall sufficiently allocate land to investors for implementing biomass power projects. The payment of compensation s and provision of support for ground clearance comply with current land law.

Article 14. Electricity price for on-grid biomass power projects

1. For thermal-electrical power projects: Electricity buyer shall buy the whole electricity output of biomass power projects at the price of 1,220 VND/kWh (not included value-added tax, approximately 5.8 US cents /kWh) at electricity delivery points. The electricity price shall be adjusted according to VND/USD exchange rate.
2. For other biomass power projects: 

a) Power projects use biomass energy to generate electricity, but not thermal-electrical power projects: Electricity price is applicable to the avoided cost tariff which is applied for biomass power project.
b) Yearly, Ministry of Industry and Trade shall formulate and promulgate the avoided cost tariff applicable to biomass power projects.

3. Biomass power projects which apply electricity price according to regulations of term 1 and term 2 of this article are not granted to apply subsidy mechanism for electricity output of project according to other current regulations.

4.  Cost of purchasing electricity from biomass power project is sufficiently calculated and put into input data of Vietnam Electricity’s Corporation annual electricity price plan which is approved by competent authorities.
5. Ministry of Industry and Trade shall monitor and propose adjustments to the electricity price provided in term 1 of this Article, reporting to the Prime Minister for consideration and decision.

Article 15. Incentives and supports for off-grid biomass power projects
1. Off-grid biomass power projects are entitled to the incentives and supports provided in Article 12 and 13 of this Decision.

2. Investor shall elaborate electricity price schemes and estimate total state budget support and submit them to Ministry of Industry and Trade for appraisal and reporting to the Prime Minister for approval. Total state budget support is allocated from Vietnam Environment Protection Fund.

Chapter 4

ORGANIZATION OF IMPLEMETATION

Article 16. Responsibilities of ministries and localities for biomass power projects
1. Ministry of Industry and Trade shall:

a) Guide content, procedures of formulation, appraisal, approval and adjustment and promulgate biomass power development and use plan.
b) Organize and guide, coordinate with Provincial People’s Committees in inspecting and supervising the implementation of this Decision.

c) Promulgate the model electricity trade contract applicable to biomass power projects.
d) Formulate and promulgate national technical standards on biomass power technology.

e) Promulgate avoided cost tariff for biomass power projects annually.

2. Ministry of Finance shall assume the prime responsibility and coordinate with Ministry of Industry and Trade and Ministry of Natural Resource and Environment in promulgating the financial mechanism for off-grid biomass power projects supported from Vietnam Environment Protection Fund in accordance with current regulations.
3. Provincial People’s Committees shall:

a) Support and encourage investors in carrying out compensation, ground clearance, building infrastructure and developing human resources for investment in and implementation of biomass power projects in local area.
b) Monitor, supervise and inspect the implementation of biomass power projects in their localities according to their competence.

c) Perform state administrative missions on biomass power projects in their localities according to current legal regulations.

d) Off-grid biomass power projects, Provincial People’s Committees is apply preferential mechanism provided in Article 12, 13 of this Decision and has responsibilities for managing, supervising and ensuring effective investment in biomass power in their localities.
Article 17. Effect
This Decision takes effect on May 10th, 2014.

Ministers, head of ministerial-level agencies, head of government-attached agencies, Chairman of Provincial People’s Committees, and heads of agencies, units and organizations related to the development of biomass power projects in Vietnam shall implement this Decision.
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