PRIME MINISTER SOCIALIST REPUBLIC OF VIETNAM
I ndependence - Freedom - Happiness

No.: 24/ 2014/®-TTg
Hanoi, 24 March 2014

DECISION
on the support mechanism for the development of biomass power projects
In Vietnam

Pursuant to the Law on Government Organization dated 25 December 2001;

Pursuant to the Law on Electricity dated 3 December 2004; the Law on the
Amendment of and Supplement to several articles of the Law on Electricity, dated
20 November 2012;

Pursuant to the Law on Investment dated 29 November 2005;
Pursuant to the Law on Construction dated 26 November 2003;

In response to the request made by the Minister of Industry and Trade
(Mol T);

The Prime Minister promulgates the Decision on the support mechanism for
the devel opment of biomass power projectsin Vietham,

Chapter |
GENERAL PROVISIONS

Article 1. Scope of Regulation and Subjects of Application

1. This Decision regulates the support mechanisnthe development of
power generation projects using biomass energyemem.

2. The subjects of application in this Decision lile organizations,
individuals participating in electric power acties related to the development of
biomass power projects in Vietnam.

Article 2. Interpretation of Terms
In this Decision, the following terms shall be civned as follows:

1. Purchaser means the Electricity of Vietham sramithorized subsidiary
(for grid-connected power projects).



2. Seller means organizations, individuals who hp&emission electricity
activities in the field of electricity generatiomom power plant using biomass
energy.

3. Biomass energy used to produce electricity shellide: by-products and
residues in agriculture production and agro-foyeptocessing, and other types of
crops that may be used as fuel for electricity pobidn.

4. Biomass power project is a power generationtptaoject that mainly
uses biomass fuel for electricity production.

5. Grid-connected biomass power project is a bienmmsver plant project
that is connected into the national electricitydggaystem for partial or whole
provision of electric power for the national elewty grid.

6. Connection point is where the Seller's eleatricl is connected into the
Purchaser’s electric system.

7. Electricity delivery point is where the electigeasurement/counting
equipment is installed as stipulated in the Powaclrase Agreement in order to
determine the Seller’'s power output sold.

8. Off-grid biomass power project is a biomass popant project built to
provide household users in the relevant area witlelectric power that is not
connected into the national electricity grid.

9. Standardised Power Purchase Agreement for gndecrted biomass
power projects means the MolT-promulgated Powecliage Agreement between
the Seller and Purchaser, applicable to the selind purchasing of electricity
produced by grid-connected biomass power projects.

10. Avoided cost of the national electricity systisnthe production cost per
one (01) kWh of thermal power generation using irtgmb coal in the national
electricity system, which would be avoided if theréhaser buying one (01) kWh
of electricity from a substitute biomass power gatien plant.

11. Avoided cost tariff applying for biomass povpgoject is the electricity
tariff calculated by avoided cost of the nationlgceicity system when one (01)
kWh from power plant using biomass energy is gdedrto the national electricity
system.

10. Main items of grid-connected biomass power tplaijects include
boiler, turbine, generator and transformer.

11. Combined heat and power (CHP) project meansmadss power project
that produces and supplies both heat and elecnep
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PLANNING AND DEVELOPMENT OF BIOMASS POWER

Article 3. Biomass Power Development Planning

1. Biomass power development master plan is oneonfents of biomass
energy utilization and development master plan. bioenass energy utilization
and development master plan includes national aodinxial biomass energy
utilization and development master plans. The bssnenergy utilization and
development master plan is the basis for investraetmtities in development and
utilization of biomass energy source, which is atgd suitable for studies and
assessment of biomass energy resource potengatimstage.

2. The national and provincial biomass energyasilon and development
master plans are prepared once for the period 20 2dth the vision to 2030, and
shall be adjusted and supplemented if necessamexih periods of master plan,
biomass power development master plan shall bgratied in the national and
provincial power master plans.

Article 4. Preparation, Appraisal, Approval, Promulgation and
Adjustment of the Biomass Energy Utilization and Development Master Plan

1. The MolT shall be responsible for preparing rlagonal biomass energy
utilization and development master plan and subwgitfor the Prime Minister’s
approval; be responsible for promulgating and gugdimonitoring, verifying the
implementation of approved biomass energy utiloratand development master
plan.

2. People’s Committees of provinces and municigali(hereinafter referred
to Provincial People’s Committee) are responsilole greparing the provincial
biomass energy utilization and development mastan pnd submitting for the
Minister of MolT approval.

3. The promulgation and adjustment of the mastan phall be implemented
according to current regulation.

Article 5. Expenditures for Preparation, Appraisal, Approval and
Promulgation of the Biomass Energy Utilization and Development Master
Plan

1. State budget shall guarantee the expenditurestiie preparation,
appraisal, approval and promulgation of the biomasgergy utilization and
development master plan.

2. Encourage mobilize other legitimate budget sesifor the preparation of
the biomass energy utilization and development engdan.



Article 6. Investment in the Development of Grid-connected Biomass
Power Projects

1. Investment in the development of biomass powefept must be in
accordance with the biomass energy utilization éeelopment master plan and
the power development master plan at governmesmtatld which have been
approved by competent agencies.

2. For biomass power projects which are not inaluisheapproved national
biomass energy utilization and development mastan @nd national power
development master plan, the investor shall be oresple for preparing
Documentation requesting for project inclusion itite master plan and send to the
MolT’s appraisal, then submitting to the Prime Mterr for consideration, making
decision.

3. While the biomass energy utilization and develept master plan have
not approved yet, the investment of biomass powejepts must be approved by
the Prime Minister.

4. The investment in the development of biomassegogwojects shall be in
compliance with legal regulations on constructie, protection and environment
protection as well as other relevant regulations.

Article 7. Connecting Biomass Power Projects into Electricity System,
and L oad Dispatch and Operation of Biomass Power Plants

1. Connecting biomass power projects into the natielectricity grid must
be in accordance with the approved provincial podevelopment master plan.
The connection point shall be agreed upon by tH&erSand Purchaser on the
principle that the Seller shall be responsibleifioesting on transmission lines into
the nearest connection point to the existing th&onal electricity grid in
accordance with the provincial power developmentstaraplan. If the point
connected into the national electricity grid is pagscribed in the provincial power
development master plan, the investor shall beiredjtio reach a connection point
agreement with the electricity distribution or tsamssion entity, forming the basis
for a supplemented provincial power development temaplan under the
provisions of existing regulations. In case of 8aller and the Purchaser cannot
agree on the connection point, the Seller shaliesponsible for submitting to the
MolT for consideration, making decision.

2. The investor of a biomass power project shaldsponsible for investing,
operating and maintaining the transmission line wadsformer station (if any)
from the Seller’'s power plant to the connectiompais agreed with the Purchaser.

3. Depending on the connected voltage levels, teetiicity Distribution or
Transmission Entity shall be responsible for invggstn the transmission line from
the point connected to the national electricitydgas prescribed in the approved
electric power development master plan and signomnection agreement(s) with
investors of biomass power projects.



4. Upon the completion of investment and hand-ol@r commercial
operation, the Load Dispatch/Electricity Market @gimns Entity shall be
responsible for mobilizing the biomass power plamtcompliance with the
principle that priority shall be given to explodinits full capacity and electric
power generated in accordance with the supply dypaicbiomass fuel within the
plant area.

Article 8. Conditions for Launching the Construction of Biomass Power
Projects

The investor shall only be permitted to launch toastruction of his/her
grid-connected biomass power project, beside comditregulated at Point 72 Law
of Construction va other relevant legal regulatjomsust has: Investment
Certificate; the Purchaser’s written agreement lectecity purchase; signed the
connection agreement with the Electricity Distribaotor Transmission Entity (in
case of the grid-connected biomass power projee)fications on the design
from competent state agenci(es) in accordance Vegfal regulations on the
management of and investment in works construction.

Article9. Termination of Project Implementation

If the investor fails, within 12 months from thesimnce date of the
Investment Certificate or maximum 24 months frone tbommitted date of
operation as prescribed in the Investment Certdicto put the biomass power
project into operation, the Provincial People’s @attee shall be responsible for
taking the revoking of the Investment Certificaldwing current regulations,
reporting to competent state agenci(es) on givirgggdroject to another investor.
Exception for the case in which valid justificatsoare provided and the suspension
or rescheduling of the project implementation igpraped by the competent
authority.

Article 10. Reporting on Project | mplementation

1. The investor shall be responsible for, no l&an 5 working days from
the issuance date of the Investment Certificatadisg a certified copy of the
Investment Certificate to the Mol T for monitoringcdamanagement purposes.

2. During the construction of the biomass powelgatp the investor shall
be required, no later than the™&ay of the first month of each quarter, to report
on the project implementation in the previous cgraaind implementation plan for
the following quarter. The investor shall be reqdirno later than 1¥anuary each
year, to report to the Provincial People’s Commeitt&lolT and Purchaser, for
performance management and monitoring purposeteoproject implementation
in the previous year and implementation plan ferftillowing year.



Chapter 111

SUPPORT MECHANISM FOR DEVELOPMENT OF BIOMASS POWER
PROJECTS

Article 11. Obligation of Power Purchase from Grid-connected Biomass
Power Projects

1. The Purchaser shall be responsible for purcbaalh electric power
produced by the grid-connected biomass power ggoeraglant under its
jurisdiction.

2. The selling and purchasing electricity shallsgréde via power purchase
agreement which is the MolT-regulated StandardReder Purchase Agreement
applicable to grid-connected biomass power projects

2. The Purchaser shall be required, no later thamotths from the issuance
of the written request for electricity sale by thiemass power project investor, to
sign the power purchase agreement with the Sellaccordance with regulations.

3. The duration of the power purchase agreementicapfe to biomass
power projects is twenty (20) years from the ddteconmercial operations. After
20 years, the two sides may choose to extend tiserexagreement or sign a new
agreement with the price accepted by both sidexaordance with existing legal
regulations.

Article 12. Preferencesfor Investment Capital and Taxes
1. Mobilization of investment capital:

a) Investors shall be permitted to mobilize cagditain domestic and foreign
organizations/individuals for the purpose of inuggtin the implementation of
biomass power projects under the provisions oftiexgjdaws.

b) Biomass power projects shall be entitled to mizes on investment
credits as prescribed in current legal regulationsState investment and export
credits.

2. Import duties: biomass power projects shallmgt from import duties
for goods imported to establish project fixed asseoods imported as raw
materials, materials and semi-finished products @@ not domestically produced
and imported for project’s production purposes uride provisions of the existing
laws on export and import taxes.

3. Corporate income tax (CIT): the CIT exemption aaduction applicable
to biomass power projects shall be the same asrdgeags in the fields of
investment priorities as stipulated in the existegs on taxes.

Article 13. Preferencesfor Land

1. Biomass power projects, and transmission ling@ @ansformer station
projects for connection to the national electricgyid shall be entitled to the



exemption/reduction of land use/rental costs asqofged in the existing laws
applicable to projects in the fields of investmpnorities.

2. On the basis of the plan approved by the compedathority, the
Provincial People's Committee shall be responddsl@llocating adequate land for
the investor’s implementation of biomass power gxt{s). The compensation and
support to site clearance shall comply with thev@ions of existing laws on land.

Article 14. Electricity Selling Price of Grid-connected Biomass Power
Projects

1. For combined heat and power projects: the Psmhes obligated to
purchase entire redundant electricity generatech fommbined heat and power
projects using biomass energy at the delivery paiirit,220 VND/kWh (excluding
VAT, equivalent to 5.8 US cents/kWh). The electyicburchase price shall be
adjusted to the fluctuations in VND/USD exchange.ra

2. For other biomass power projects

a) Power projects using biomass energy generatérieiy, which are not
combined heat and power projects: The electriciticpase price shall apply the
avoided cost tariff for biomass power projects.

b) Annually the MolT develops and issues the Avdideost Tariff for
biomass power projects

3. Biomass power projects that apply the purchasee @s prescribed at
Point 1 and 2 in this Article shall not be entitkedany price subsidies for project
power output as stipulated in other current leggltations.

4. The purchase cost from biomass power projectalsulated and taken
into account for full input parameters in the secenaf annual electricity selling
price made by the Electricity of Vietham which $Ha¢ approved by competent
state agency(es).

5. The MolT is responsible for monitoring, propasian adjustment of
electricity purchase price regulated at Point thia Article, reporting to the Prime
Minister for consideration, making decision.

Article 15. Preferences for and Support to Off-grid Biomass Power
Projects

1. Off-grid biomass power projects shall be prodideith preferential
treatment and support as prescribed in Articleari®13 of this Decision.

2. The investor shall develop the electricity pgpeeposal and determine the
total level of required state budget support befaubmitting to the MolT for
appraisal and reporting to the Prime Minister fopraval. The total level of
required state budget support shall be financedheyVietham Environmental
Protection Fund (VEPF).
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IMPLEMENTATION ARRANGEMENTS

Article 16. Responsibilities of Ministries, local authorities for Biomass
Power Projects

1. The MolT shall be responsible for:

a) Guiding detailed provisions for contents, segeeand procedures of the
preparation, appraisal, approval, adjustment araimplgation of the Biomass
Energy Utilization and Development Master Plan.

b) Making arrangements for, and facilitating andrdinating with the
People’s Committees of provinces in supervising antbnitoring the
implementation of this Decision.

c) Promulgating the Standardized Power Purchaseehgent applicable to
grid-connected biomass power projects.

d) Establishing and promulgating national techn&taindards for biomass
power.

d) Issuing, on annual basis, the avoided cost tdaff biomass power
projects.

2. The Ministry of Finance (MoF): shall take leaasdacoordinate with the
MolT and Ministry of Natural Resources and Envir@emnh (MoNRE) in
prescribing mechanisms to provide VEPF-funded fornsupport to off-grid
biomass power projects in accordance with curregulations.

3. The People’s Committees of provinces and cdyrah cities shall be
responsible for:

a) Coordinating and providing investors with supgorcompensation, site
clearance, infrastructure and human resourcesnfgstment in, implementation
and development of locally-based biomass poweeptsj

b) Monitoring, supervising and checking, within itheapacities, the
implementation of locally-based biomass power ptsje
c) Exercising the task of state management on wsritmcally-based

activities related to biomass power in accordantth tine provisions of existing
laws.

d) As for off-grid biomass power projects, the Rnowal People’s
Committee shall apply preferential treatment gsudited in Articles 12 and 13 of
this Decision and be responsible for managemerdrsigion in order to make sure
the effective investment in local biomass energyces.

Article 17. Effectiveness
1) This Decision shall take effect from date 10 May}£20



2) Ministers, Heads of Ministerial-level agenciéteads of Government-
dependent agencies, Chairpersons of the Peoplaiamiitees of provinces and
centrally-run cities; Heads of agencies, entitied arganizations that involve in
the development of biomass power projects in Vietrehall be responsible for
executing this Decision./.

Recipients: PRIME MINISTER
- Central Communist Party Secretariat;

- Prime Minister, Deputy Prime Ministers;

- Ministries, Ministerial-level agencies, Governmeependent
agencies;

- Central Office of Steering Committee on Anti-Ggotion;

- People’s Councils and Committees of provincesaardrally-
run cities;

- Central Office and Committees of the CommunistyPa

- State President Office;

- Ethnic Minority Council and National Assembly Conttees;
- National Assembly Office;

- People’s Supreme Court;

- People’s Supreme Procuracy;

- State Audit;

- National Financial Monitoring Committee;

- Social Policy Bank;

- Vietnam Development Bank;

- Central Committee of Vietnam Fatherland Front;

- Central Agencies of Mass Organizations;

- Government Office: Minister-Chairperson, Vice @parsons,
E-Portal, dependent Departments, Official Gazette;

- For filing: Clerical section, KTN (5 copies).

Nguyén T4n Diing



