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1 Infroduction

1.1 These Guidelines are meant to provide clarity and guidance to
Project Developers, Investors, and key Institutional Stakeholders,
on the key components and operational structure of the
Renewable Energy Feed-in Tariff (REFIT).

1.2 Under the Renewable Energy Policy (2007), a REFIT was initially
established in Uganda, which ran from 2007 to 2009. This is
referred to from hereon as REFIT Phase 1.

1.3 Due to limited uptake by Project Developers, the REFIT was
reviewed in 2010 and a new Tariff was developed based on
updated Levelized costs of production, accompanied by these
Guidelines. This was further revised in 2012 in preparation for the
GET FiT Program. This is referred to from hereon as the REFIT Phase
2.

1.4 In 2016, a review of the REFIT Phase 2 was conducted. This
resulted in the REFIT Phase 3 Guidelines.

1.5 In line with the Authority's Decision in 2012 to continuously
review and update the REFIT at least after every Two (2) Years,
d review of the REFIT Phase 3 was conducted and approved by
the Authority in July 2019 resulting in the REFIT Phase 4 Guidelines.

1.6 Following the review of the REFIT Phase 4, the Authority in April
2021 Considered and Approved Feed-in Tariffs for a further Two
(2) Years, thus leading to REFIT Phase 5.

1|Page



Objective and Key Principles of the REFiT

Policy Context

2.1

2.2

e

2.4

2.5

The overall aim of the REFIT is to encourage and support greater
Private Sector participation in Power Generation from Renewable
Energy Technologies, through the establishment of an Appropriate
Regulatory Framework.

This is in line with the Renewable Energy Policy (2007), whereby the
Government’s Policy Vision for Renewable Energy is “To make
modern Renewable Energy a substantial part of the National Energy
Consumption.”

The Renewable Energy Policy (2007) defines modern
Renewable Energy as “Renewable Energy Resources that are
transformed into Modern Energy services such as Electricity,
which can be generated from Solar Energy, Wind Power, Water
Power, Geothermal Energy, and Bagasse Cogeneration®.

In addition, it refers to Clean Fuels derived from Renewable
Energy resources such as Biogas, Ethanol, Methanol, Hydrogen,
or Solar water heating as well as Biomass ufilized in efficient
Biomass Technologies, including improved charcoal stoves and
firewood stoves.

Renewable Energy in the context of the REFIT is defined as
“Electricity which can be generated from energy resources
such as Water Power, Wind Power, Solar, Geothermal, Biogas,
Landfill Gas Combustion, and Biomass Cogeneration”. A full
definition of Renewable Energy and the relevant Technologies
is provided in Appendix 3.

The REFIT shall apply to Small-Scale Renewable Energy Systems
of prescribed priority Technologies, up to a Maximum Installed
Project Capacity of 20 (Twenty) MW, and greater than 0.5 MW,
as defined by the Electricity Act, 1999.

Benefits of Feed-in Tariff

2.6

A Feed-in Tariff (FIT) is an Internationally recognized Regulatory
Mechanism used to promote and increase the amount of
Electricity Generated from Renewable Sources, by providing a
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fixed Tariff based on the Levelized cost of production for a
guaranteed time. Feed-in Tariffs have numerous advantages
and benefits which include:

(i) Improved Energy Security — Fuel is Renewable, Accessible,
and “Indigenous”, enhancing National Security.

(i) Reduced Environmental Impacts — Direct Environmental
impacts as well as externalities associated with conventional
Electricity Production, such as water and air pollution, land-
use change, and biodiversity loss are significantly reduced.
Electricity Generation from Renewables also significantly
reduces Greenhouse Emissions.

(i) Economic Growth and Stimulation — FITs stimulate the
creation of "“Green" Jobs, promote a competitive
manufacturing industry, and can allow for revenues to be
kept within a country. Additionally, FITs can lead to a
decrease in Electricity Tariffs in the long term.

(iv)Diversified Electricity Supply Mix — FITs can promote the
production of Electricity from a diversified set of
Technologies. A Technology-Specific approach fo the
establishment of Tariffs allows for the development and
deployment of a wide range of Renewable Energy
Technologies.

(v) Investment Security for Developers - The penetration of
Renewable Energy into the market largely hinges on
investment security. With a FIT, the risk premium required by
investors can be minimized by the high level of price security
in the system. The Tariffs provided are high enough to cover
investment costs and provide a reasonable Rate of Return.
The long-term certainty provided also stimulates investment
in relevant Technologies, Training, and Building Capacity.

(vi)Industry Competition - A FIT encourages competition with the
Tariff gradually reducing as the industry matures. In the long-
term, the establishment of a Renewables-Based Electricity
Industry drives down the cost of Power Generation from
Renewable Energy, due to learning effects and the
development of institutional expertise. This increases the
competitiveness of Renewables against Conventional
Technologies whilst driving down costs for consumers.
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(vi) Reduced Transaction Costs - A FIT mechanism is
characterized by low (to medium) administrative and
transaction costs, especially when compared to a bidding
process. The costs of the mechanism to society are also low
and result in several ancillary benefits to the Electricity Supply
Industry, Society, and the Economy.

Key Principles of Feed-in Tariffs

2.7

The key principles of the Ugandan REFIT include:

(i)

(vi)

(vii)

(viii)

(ix)

4P age

A dynamic mechanism that reflects the market,
economic, and political developments;

Integration of administrative and application processes
with existing Regulatory Processes to avoid duplication
and reduce delays in implementation;

The guaranteed purchase price for a fixed duration and a
Stepped Tariff for different Priority Technologies, ensuring
an appropriate Return on Investment for Developers, while
at the same time limiting and moderating producer surplus
in Tariff setting, to prevent excessive returns for Developers
which could impact negatively on electricity prices;

A gradual/annual Tariff reduction for new projects as a
result of learning effects and cost reduction (known as
Tariff degression);

Guaranteed access to the licensed Transmission and
Distribution  grids for qualifying Renewable Energy
generators and an obligation on the System Operator to
purchase and discharge the power generated;

Burden sharing of the additional cost (or a portion of this)
throughout Electricity Consumers and from International
Donor Organisations;

Qualifying Renewable Energy Generators will accept a
Standardised Power Purchase Agreement;

Application of the REFIT to only projects within the borders
of Uganda; and,

The REFIT is aimed at fast-tracking multiple Priority
Renewable Energy Projects and reducing Tariffs for new



5|P ¢

projects on an annual basis within the limits of the
Maximum Installed Project Capacity. Renewable Energy
Projects above the Maximum Installed Project Capacity
can be developed through the negotiation of Tariffs and
Power Purchase Agreements (PPAs), on a case by case
basis, with either the System Operator.

2.8 The additional Power Generation Costs resulting from the REFIT
may be covered through the following sources:

(i) Burden sharing by Electricity Consumers;
(ii) Green Electricity Sales;

(iii) Donor Support;

(iv)International Climate Change Funds; and,

(v) Carbon Finance.
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Governance Structure

Electricity Regulatory Authority (ERA)

3.1

3.2

The REFIT will be managed and implemented by ERA as part of

itfs Mandate under the Electricity Act of 1999.

ERA’s roles and responsibilities under the REFIT include to:

(i) Establish and Review the Tariff Structure for priority
Renewable Energy Technologies;

(i) Manage and Administer the Feed-in Tariff;
(iii) Develop and Review the REFIT Guidelines;

(iv)Monitor, Report, and Review the REFIT as outlined in Section
? of these Guidelines;

(v) Develop and enforce Performance Standards, Quality
Standards and Codes of Conduct for the Generation,
Transmission, and Distribution of Electricity;

(vi)Prescribe and Collect Licence Fees;

(vii) Establish and review Licensing Procedures, Receive and
Process Applications for Generation Licences, Issue and
Renew Generation Licences;

(viii) Supervise Licensed Renewable Energy Generators and
verify Electricity Production from the Licensed Renewable
Energy Power Generators;

(ix) Develop, Manage and Review appropriate Regulations for
Grid Connection and wheeling of Renewable Energy;

(x) Establish and Review Technology-Specific Capacity limits to
prevent oversubscription of the REFIT;

(xi)Review and update the REFIT Tariff Model in line with the
monitoring procedures defined in Section 9 of these
Guidelines, including avoided costs of the Grid, Levelized
cost of Renewable Energy Technologies, and the
Renewable Energy Scenarios;

(xii) Mediate disputes between Generators, the Transmission
Company, Distributors and Consumers of Electricity;
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(xiii) Establish and act as the Secretariat for the Inter-Agency
REFIT Steering Committee to support the implementation of
the REFIT.

System Operator

3.3

3.4

3.5

S

In consultation with ERA, the System Operator shall publish the
REFIT Tariff for Priority Technologies as approved by the Electricity
Regulatory Authority.

Under its Mandate as Single Buyer, the System Operator will issue
and sign standardized Power Purchase Agreements (PPAs) with
qualifying Renewable Energy Generators.

The System Operator shall be obliged to connect Licensed
Renewable Energy Electricity Plants onto the Grid.

The System Operator shall be obliged to Transmit purchased
Electricity from the Renewable Energy Electricity Generators
Licensed under the REFIT.

Distribution Licence Holders

3.7
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Holders of valid Distribution Licences shall be obliged to provide
access and connect Licensed Embedded Renewable Energy
Electricity Generatfion Plants to the Grid in their areas of
operation.
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4 Qualifying Renewable Energy Generators

4.1  Qualifying Renewable Energy Generators shall be defined as:

(i) Priority Technologies as set out in Appendix 1. Additional
Technologies can be added in line with the REFIT Review
Process.

(i) Projects greater than 0.5 MW Installed Capacity, in line with the
Electricity Act, 1999.

(iii) Projects up to 20 MW Installed Capacity, in line with the
Electricity Act, 1999. Projects with an Installed Capacity greater
than 20 MW will be required to negotiate a Tariff and PPA with
the System Operator, on a Case-By-Case Basis.

(iv)Plants increasing additional capacity resulting from project
modernization, repowering, and expansion of existing sites, but
excluding existing Generation Capacity. Additional Generation
Capacity must be ring-fenced.

(v) Projects connected to the National Grid. Off-grid projects may
be included in future developments of the REFIT, although this
would require close consultation and collaboration with the
Rural Electrification Agency to develop the Technical and
operational modalities. In particular, this will require the
establishment of a mechanism for the monitoring and sale of
power to the System Operator as the Single Buyer.

(vi)Being located within the territory of the Republic of Uganda.

4.2 To avoid projects larger than 20 MW Installed Capacity splitting
to take advantage of the REFIT, all projects must have a distinct
Legal Entity. All leases, consents, and licences related to the
project must be associated with this Legal Entity and cannot be
shared with other projects submitted under the REFIT.

4.3 Priority Technologies are listed in Appendix 1.

In this revision of the Guidelines, the REFIT will cover Hydro,
Bagasse, and Cogeneration Projects only. A Tariff Ceiling Price is
provided for other Technologies as indicated in Table A3 of
Appendix 1.
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4.4

glf" age

Other Technologies

For other Renewable Energy Technologies not included in these
REFIT Guidelines, approval of any potential projects will be
considered by ERA on their merit.



Basis for the Determination of the Feed-in Tariff

5.1

5.2

5.3

The Tariff for each Priority Technology is determined using a
US$/kWh Levelized cost approach, based on the Electricity
Generation Costs from the Renewable Energy Sources. This is
aimed at providing to the Special Purpose Vehicle, an after-tax
internal rate of return to equity holders equal to an assumed
cost of equity capital, to provide sufficiently high Tariffs on the
one hand and to avoid windfall profits on the other hand. The
key inputs are based on general investment assumptions and
specific assumptions for each of the Priority Technologies that
influence the Power Generation costs. These include:

(i) Investment costs for the Plant (including material and capital
costs);

(i) Grid Connection Cosfs;

(iii) Operation and Maintenance (O&M) Costs;
(iv)Fuel Costs (in the case of Biogas and Biomass);
(v) Interest Rates for the Invested Capital; and,
(vi)Profit Margins for the investors.

The Tariffs shall be set according to the year in which the
Licence is issued; and are provided in Appendix 1.

The Tariffs shall be adjusted for inflation using the following Tariff
Adjustment Formula:

PPI
y*]

FIT, = [FITg * (1 —w)] + [FITg * PP

Where:-
FIT, Is the Applicable Feed-in Tariff in yeary.

FITg Is the Applicable Feed-in Tariff in the year when the Commercial

PPI,

Operations Date is achieved.

Is the Core Producer Price Index for the United States as
published by the Bureau of Labour Statistics or its replacement,
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applicable to the calendar year (i.e. yeary) under consideration
and shall be the index value for November of the preceding
year (i.e. November of year y-1).

PPl Is the Core Producer Price Index for the United States as published

5.4

by the Bureau of Labour Statistics or its replacement, for the
month in which Commercial Operations Date was achieved.

Is the share/weight of Operation and Maintenance costs in the
applicable Feed-in-Tariff in any given year 'y’ or as may be
determined by the Authority.

The Electricity Regulatory Authority reserves the Right to develop
an optional phased Tariff Structure, allowing a marginal
increase during the early years (e.g. years 1-8) and a marginal
reduction during the later years, although retaining the same
overall present value. This is aimed at supporting Renewable
Energy Generators in financing investments and debt servicing.
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Technical Regulation

6.1

6.2

6.3

6.4

6.5

6.6

All Projects implemented under the REFIT shall be obliged fo
comply with all the relevant Technical, Legal, and Regulatory
Requirements of the Republic of Uganda.

All Renewable Energy Power Generators shall be obliged to
abide by National Standards for Connection, Operations, and
reporting as outlined in the Electricity (Primary Grid Code)
Regulations of Uganda, 2003, and all amendments thereafter.

The System Operator and Distribution Licence Holders,
respectively, shall be obliged to grant access and connection
to the Grid to the Renewable Energy Power Generators licensed
under the REFIT. For Distribution Licence holders for Networks not
forming part of the National Grid, access and connection will
be subject to the proposed supply forming part of existing and
future power demand requirements.

The System Operator shall dispatch Plants in consideration of the
conditions in the respective Power Purchase Agreements and
the Merit Order Dispafch Regime.

The Renewable Energy Power Generators shall be responsible
for all costs for interconnecting the Power Plant to the Grid, at
the appropriate voltage level if the Power Plant is located within
a 5km radius from the Grid. If the Renewable Energy project is
located outside the 5km radius, the costs for inferconnecting
the Power Plant to the Grid, at voltages above 33kV shall be the
responsibility of the Off-taker/System Operator, the Uganda
Electricity Transmission Company Limited.

For voltages at 33kV, the costs for interconnecting the Power
Plant to the Grid shall be borne by the Rural Electrification
Agency in consultation with the System Operator and the
Licensed Distributor in the area.
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