Colombian Regulatory Framework
Analyst Update Meeting

June 2017

clalel



General View
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Population Colombia: 48,23 Million
Population Bogota: 8,08 Million
President: Juan Manuel Santos (2010-2018)

CNCl

Effective Capacity — 2016
Hydro: 70%

Thermal: 29%

Others: 1%*

Energy Production — 2016
2016**: 65,942 GWh (A -0.9%)
2015: 66,548 GWh

Hydro: 71%

Thermal: 28%

Others: 1%*

Net Effective Capacity: 16,676 MW

Transmission
2016: 15.108 km

Peak Demand***
2016: 9,904 MW (A -1.9%)
2015: 10,095 MW

*Others include wind, biomass and biogas.

**Energy demand decreased due to the Government’s campaign
(Apagar Paga), during El Nifio Event and the economic growth.
**Peak demand in December.

Source: XM



Structure of the Electric Sector

Electricity production.
Hydro, thermal and renewable

centrals, among others.
Competitive market.

Electricity transportation
through Regional Transmission
System and Local Distribution

System.

Regional monopolies >
regulated income with
efficiency and quality
incentives.

Distributors are responsible of
expansion and coverage.

1. GENERATION

Cadena Productiva del Sector Eléctrico

Subestaciones de
Interconexion al STN

SDI

Subestacion

W) RedMedia | Red Baja
Potencia " Tensidn " Tensién

Acometida Medidor

3. DISTRIBUTION 4. RETAIL

* Intermediation

CnCl

2. TRANSMISSION » Electricity transportation the

Nation Interconnected System.

» Natural Monopoly.

between the
market participants and the
customers of the services to
regulated and un regulated
users.

* It can be carried out with other

electricity-sector activities.

» Sales

» 68.5% Regulated
* 31.5% No Regulated



Enel Market Share

Retail = kWh Sales

ToLimA CELSIA (EPSA+TULUA)

CNCl

Distribution - Clients

META
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3,09%
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1,03%
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5,54% 4,72%

Source: XM 2016 : * AES Tasai Source: SUI 2016
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7%

Source: XM 2016 * Calculated in Firm Energy



Institutional Context

N
National

Constitution

Decrees

Resolutions

Law 142 1994

Domiciliary Public
Services Law
It establishes the regime
and criteria for the
provision of public
services in Colombia

, Law 143 1994

Electric Law
Establishes the regime for
electricity Generation,
Interconnection,
Transmission, Distribution
and Retail.
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Wholesale Energy Market Structure CcNCl

/ Daily auctions in which generators offer prices and declare
Spot the plants availability. The market dispatch as well as the
RIS / system operation depends on the competition between those
offers.

Generators and retailers sell and buy energy through long term
financial contracts.

Long term

/ Power

Generator Market .
/ Non regulated customers represented by retailers can
negotiate energy contracts freely with generators.

Generators receive the reliability charge, according to the Firm
/ Non Energy Obligations each plant has with the market.
regulated Through auctions, new plants can access this charge for at
C“StomerS/ least 20 years.
Existing plants are assigned according to their participation in
the system’s total firm energy.




Tariff structure clalel

Residential tariff (May-17): US$154/MWh for a 200 KWh / month customer

A

34% Generation

A

6% Transmission (Tx)

A

31% Distribution (Own Dx)
— Distribution 37%

S

6% Regional Distribution
10% Retailing

< 6% Energy losses » Purchase, transmission , and loss reduction costs
< 7% Restrictions » System restrictions costs
100%

In addition subsidies -60%, -50%, -15% and contribution +20% policies apply.



Distribution Regulatory Framework clale)

Main aspects of ongoing Tariff review (Res CREG 019/17)

Current Regulation ! A f Y ( Y [
Represament Value VNR Operative Qualit
y
VNR Annuity . Investment |+ O&M +| incentives
(MV and LV: Price Cap; HV
HV: Revenue Cap) L ) . ) L )
( N\ ( N ( N 4 N 4
CREG Proposal Investment
Depreciated Asset RAB * WACC | 4| Depreciation |4 Plan + O&M + | Quatl_lty
Model LV. MV. HV ncentives
(MV, LV, HV: Revenue Cap) ' '

O&M and Quality

Regulatory Asset Base Investment Plan

* Net Regulatory Asset Base (Net

RAB), according to Remaining * Investment Plan: Annua_l planned_ *O&M:
Capital Factor (-11%) assets of a 5Y plan are included in « AOM of Current asset base: average of historical
« WACC 13.1%+CREE, includes RAB. Maximum 8% of the Gross remuneration (2009-2014).
income tax path Asset Base (excluding HV * New investment: 4% Level 1,2, 2% Level 3,4
- Regulated Income includes investment). *Quality: annual reduction target 8%.
depreciation of assets and * First year anticipated income. Reference avg. SAIDI, SAIFI 2013 to 2016.
« WACC 13.1% Quiality incentives & compensations.

investment plan.



Hot topics

 Scarcity price
revision

* Price takers
scheme

Reliability
Charge

+ Day ahead market

* Intraday market
(at least 4
auctions in a day)

* Ancillary services

Spot
Market

* Organized and
standardized
market

Long term
» Pass-through
market regulated tariff
* Long term
contracts

* Long term energy
Expansio contracts for
n renewable
NCRE energies
integration

* New LNG plant on
the Pacific Coast

» Access to
transport capacity
* Market conditions

CCl
* Demand response

Distributed « Ancillary services & E-
Generation storage

» Connection & operational
standard

* Smart meters
remuneration

metering  Network technological
development

* National coverage policy

* Renewable and hybrid
energy sources.

* Remuneration model

* Smart grids
development HV,MV and

_ LV
Qslﬁ\'/t%é’f « Operative efficiency
» Current National SAIDI
38hr, SAIFI 49
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Thank you




