
Incentive Regulation for 
Electricity in Belize

Anna Rossington (PUC Belize)
Virendra Ajodhia (KEMA Consulting)



Overview

• Regulatory Framework
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• Incentive System
• Lessons Learned



Regulatory Framework

• PUC established in 1999
– Autonomous regulatory agency
– Opened doors 2001

• To regulate the electricity, water and 
telecommunications sectors in Belize to 
efficiently provide the highest quality services 
at affordable rates, ensuring the viability and 
sustainability of each sector.



Belize Electricity Sector
• Key statistics

– National Grid
– 61 MW peak load
– 330 GWh production
– 66,000 customers

• Sector framework
– Transmission, distribution, supply

• Belize Electricity Ltd. (BEL)
– Generation

• BEL
• Belize Electricity Company Ltd. 

(BECOL)
• Hydro Maya Ltd
• Belize Cogeneration Energy Ltd 

(BELCOGEN)
– Mexico interconnection



Belize Electricity Limited

• Privatised 1992
• 15 year license
• Electricity Tariffs, Charges and Quality of Service 

Standards Byelaws 2001
• Transition Period 1999 – 2004
• Full Tariff Period start July 1st 2005
• First Full Tariff Review Proceeding started March 3, 

2005
• Rate Setting Methodology review started January 

2005



Incentive Philosophy

• Fixed Mean Electricity Rate (MER) to apply 
during a predefined Full Tariff Period (FTP –
4 years)

• Promote higher efficiency through profit 
incentive (revenue (price)-cap concept)

• Acknowledge the importance of on-top quality 
controls
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Note: Simulated data. For demonstration purposes only.



Cost of Power

• Sales reimbursed on the basis of actually 
incurred costs (pass through)

• Ex post correction of difference forecasted 
and actual energy price

• Technical and commercial losses
– Establish initial losses
– Annual improvement targets – 0%
– Incentives to beat the targets

• 50/50 sharing of benefits



Operational Expenditures

• Establishment of an initial opex
• Annual improvement target of -1.1%
• Exceeding target leads to extra profits
• Sharing of excess profits

– This FTP: BEL keeps 100% 



Capital Expenditures

• BEL makes forecast of investments
• Approved investments enter the Regulated 

Asset Value (RAV)
• Reimbursement of capital expenditures

– Depreciation of approved investments
– Rate-of-return on the average annual RAV

• Deviations from forecast (if approved) 
corrected



Quality Regulation

• Quality Indicators: SAIFI and SAIDI
• Annual improvement targets of 5%
• Quality incentive: Monetary value attached to 

difference between target and actual quality
• Quality incentive enters MER as correction 

item



Corrections

• Annual
– Non incentivised elements: sales, power sales, 

price effects on losses, taxes, extraordinary 
elements

– Minimizes effect of non controllable forecast error

• Full Tariff Period
– Incentivised elements: Losses, OPEX, Quality
– Consolidation of performance impacts
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Methodology

• Detailed methodology included in PUC Final 
Decision

• Part of amended Electricity Tariffs, Charges 
and Quality of Service Standards Byelaws

• Transparency of Regulatory Framework



Lessons Learned

• Take sufficient time for the process
– Belize: Relatively short period (4 months)
– Having only one utility makes life easier

• Assure solid reporting framework
– Accounting and quality performance data crucial for 

computations
– Annual reporting for corrections
– Accuracy of reporting incentivised elements - auditing

• Educate the utility
– Mindset change from cost plus to incentive regulation
– Involve the utility along the process of designing the system
– Make the utility understand the opportunities provided by an 

incentive system
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