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1. Introduction  

1.1 Objective of TIS REEEP 

 

The aim of this TISREEEP Report is to contribute to the considerable effort on offer in 

attempting to reform Tonga’s Energy agenda. It is present as a first third party analysis 

to comment on the progress to implement the Tonga Energy Road Map (TERM). The 

objective of TISREEEP is to provide a framework for the Government of Tonga (GoT) 

which bridges in a strategic and operational sense between TERM and the key phases of 

TERM implementation.  

 

The core focus for TISREEEP is the Policy Institutional Legal and Regulatory issues 

(PILR). These components are at the centre of the proposed TERM reform - policy 

development and dissemination, institutional frameworks newly engineered or existing 

frameworks re-engineered, a new regulatory regime –promoting streamlined 

legislation and effective and transparent enabling regulatory contributions. It has been 

recognised by the Government of Tonga (GoT) and the other key stakeholders that 

TISREEEP could facilitate the framework for implementation – in other words could be 

the ‘bridge’ between the TERM Report, which is a reform concept, and the actual phases 

of implementation.   

 

As will be appreciated these PILR issues are 

the fundamental platform on which any 

energy reform agenda should be built. 

Appropriately some consideration is given 

to what more balanced energy reform 

represents particularly for developing 

countries. This consideration reflects on the 

need, through early PILR intervention, to 

avoid a ‘cargo cult’ or hardware dominated 

outcomes.   Accordingly a key feature of TISREEEP is that Tonga needs to more carefully 

manage this balance – in favour facilitating more effort into the organisational reform. 

This means proactively reviewing and revising the key orgware1 issues prior to 

hardware deployment. Orgware being issues associated with the energy economics, the 

policy and regulatory frameworks and reforms associated with institutional structures 

and capabilities.  

 

 

 

                                                        
 
 
1 Gennady Dobrov - The Strategy for Organised Technology 

“This means proactively reviewing 

and revising the key ‘orgware’ issues 

prior to hardware deployment. 

Orgware being issues associated 

with the energy economics, the policy 

and regulatory frameworks and 

reforms associated with institutional 

structures and capabilities” 
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Energy Reform in Tonga – a paradox? 

In order to appreciate the proposition offered by this Report the first obvious question 

that should be contemplated -why energy reform? Secondly what is the Reform actually 

going to achieve?  

 

 Firstly Tonga has one of the highest 

electrification rates in the Pacific Island 

Communities (PICs) if not amongst the 

Small Island Developing States (SIDS) – it 

provides access to about 85% of the 

population across the key island 

communities. Secondly Tonga, at least on the surface, has through Tonga Power Limited 

(TPL) one of the best ‘benchmarked’ electricity generators amongst the PICs. So why 

then is energy reform critical – for the purposes of this Report -there are two principle 

reasons – security of supply and cost effectiveness or affordability? 

 

Security of Supply and Climate Change 

Access to stable and cost effective energy sits at the heart of economic growth. As we 

appreciate Tonga, as with all SIDS – faces economic challenges as a result of 

vulnerability and inability to absorb to oil spikes. In the future this security of supply 

exposure is going to continue to be exacerbated as petroleum reserves peak and supply 

chains become increasingly challenged for 

economic, environmental and/or political 

reasons. This is not an energy security issue 

peculiar to SIDS such as Tonga, but to the 

majority of energy economies in the world 

today –as globally we continue to embrace 

climate change strategies, which offer 

alternative and increasingly more economic 

clean energy generation options, and we 

continue to reduce the subsidisation of fossil fuels. In the face of increasing energy 

insecurity, Tonga is faced with the challenge of needing to more prudently manage the 

economics of its petroleum supply chain and more strategically manage the deployment 

of its clean energy alternative hardware.  

 

Cost of delivered energy 

The equally compelling driver for reform is 

the cost of delivered energy to the Tongan 

consumer. – Tonga’s electricity tariff 

remains one of the most expensive amongst 

the Pacific Islands Community. As a result, 

electricity disconnections and 

reconnections are occurring in Tonga at an 

“So why then is energy reform 

critical – for the purposes of this 

Report -there are two principle 

reasons – security of supply and cost 

effectiveness or affordability?” 

“In the face of increasing energy 

insecurity, Tonga is faced with the 

challenge of needing to more 

prudently manage the economics of its 

petroleum supply chain and more 

strategically manage the deployment 

of its clean energy alternative 

hardware.” 

“There is not one standalone reason 

– contributing to this cost impost for 

consumers. It is clear that there is a 

range of structural inefficiencies in 

the energy management system that 

needs to be closely reviewed, 

evaluated and reformed.” 
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unacceptably high rate -this is clearly unsatisfactory from a social and economic 

perspective.  Affordability of energy continues to be a major issue for Tongan families.  

 

There is not one standalone reason – contributing to this cost impost for consumers. It 

is clear that there is a range of structural inefficiencies in the energy management 

system that needs to be closely reviewed, evaluated and reformed. In approaching this 

Review it should be understood that TPL needs to run consistent with their governance 

arrangements as a commercial business. Accordingly, the Review will need to achieve 

an appropriate balance between identifying the structural inefficiencies and 

communicating the endeavours and interests of TPL and its Board. 

 

Some reforms are more obvious than others. It is the objective of TISREEEP and the 

contracted Electricity Tariff Review to ‘paint a picture or pathway’ forward on reform 

strategies and resultant structural efficiency – for the key organisational issues of policy 

development and dissemination, institutional accountability and transparency, legal and 

regulatory efficiency and effectiveness.  

 

PILR Template  

It is not the intention of the Report to table a set of prescriptive solutions that should be 

followed but rather table for the GoT’s consideration a template of operational and 

strategic issues and potential solutions which might be followed in progressing these 

key reform issues.  Once tabled it is of course incumbent on the GoT to determine the 

best pathway forward.  

 

As will be noted throughout the context of this Report there are five key themes 

underlying the recommended proposition moving forward. 

 

Key Themes of TISREEEP 

 Urgency as to action – as the allure associated with TERM will continue to 

tarnish in the face of inaction.  

 The need foster simplicity of approach over complexity in all PILR 

frameworks.  

 The need to facilitate wider reform which favour of a more integrated and 

organised technology intervention; and  

 The need to broaden ‘the church’ on reform to TPL and Communities and to 

create awareness more broadly within Tonga.  

 As a centrepiece the Report looks from the perspective of the end use 

consumer  

 

These themes will underpin the key strategic analysis and the recommended course of 

action offered to the TERM C hereunder.  
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1.2 Approaching TIS REEEP – Reporting Methodology  

 

In keeping with the objectives outlined above 

a more practical and obvious approach has 

been adopted to presenting this Report. Much 

has already been written about the 

background and the concept of TERM, The 

World Bank and more recently IRENA, who 

have published observations and currently 

the ADB are completing a regulatory case 

study on the Tongan Energy System. Whilst it 

is important that appropriate narrative be 

incorporated, the Report purposely adopts more of a practical flavour – consistent with 

the need to identify tangible actions, which can be immediately reviewed, and where 

appropriate adopted by the TERM IU.  

 

In keeping with this practical interest, the Report has been balanced between on the one 

hand an appropriate narrative and on the other the key recommendations which have 

been incorporated into presentation format. Why - this approach has the benefit of 

sharing the key findings and recommendations with a broader audience in a time frame 

that is conducive to the interests of the TERM C. Secondly, purely narrative reports can 

end up as ‘dust collectors’ –this is already the case with a number of important 

contributions on the Tongan Energy Economy. Accordingly the Report attempts to 

present practical or operational steps that can be considered as for operational 

implementation.   

 

The Report’s analysis and recommended action is canvassed under the following key 

headings; 

 

1. Introduction to REEEP Partnership and the Government of Tonga  

2. Introduction to the TERM process –its objectives, successes against progress. 

3. Energy Reform in the Pacific –an introduction to the concept of ‘orgware’ and its 

integration with technology. 

4. Tonga’s existing Policy Institutional Legal and Regulatory Frameworks.  

5. The Key Strategic Issues as to reform for the Policy Institutional Legal and 

Regulatory regimes.  

6. The TISREEEP Recommended PILR Framework – A presentation on next steps or 

food for thought. 

7. Donor Co-ordination. 

8. Conclusion –the lessons learnt so far. 

 

“Whilst it is important that 

appropriate narrative be 

incorporated, the Report purposely 

adopts more of a practical flavour – 

consistent with the need to identify 

tangible actions, which can be 

immediately reviewed, and where 

appropriate adopted by the TERM 

IU.” 
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1.3 REEEP and the Government of Tonga 

 

This report culminates three years of Partnership between REEEP and the Government 

of Tonga on energy reform. This partnership was initiated during the Pacific Island 

Energy Ministers Meeting (PEMM) in Nuku’alofa in September 2009. Co-incidentally 

this is also the birth of the Tonga Energy Road Map (TERM) which was afforded some 

global recognition as a best practice approach to energy reform for not only small island 

developing states (SIDS) but for developing countries more generally. The extent to 

which this global recognition has been retained is analysed hereunder.  

 

This project is equally important for 

REEEP as it demonstrates a value 

proposition consistent with REEEP’s new 

2012 Strategic Direction. It allows REEEP 

to leverage off its existing core 

competencies in the area of policy and 

regulatory support for clean energy 

deployment in developing countries. It allows REEEP to bring to the reform process its 

skills sets in understanding and facilitating private sector investment in clean energy 

deployment. REEEP brings to the reform process agility in terms of its ability to 

mobilise quickly and coordinate with the other key stakeholders particularly 

multinational donor bodies such as the World Bank and the ADB. This was effectively 

achieved with agreement being reached in June with the World Bank and others in 

assisting on Small REFT Grant. This funding will contribute to resourcing requirements 

of the TERM Implementation Unit (TERM IU). Supporting this funding will be a 

contribution from the UAE Government alleged to be $1m US aimed at similar 

institutional support.  

 

1.4 The TERM Process 

 

In order to understand where TISREEEP is trying to position its contribution into the 

reform process, it is important to understand the rationale for embarking on the TERM 

Process. In establishing this rationale it is helpful to reflect on what is expected of TERM 

in terms of outcomes – more importantly the Government of Tonga, the people of Tonga 

and the key stakeholders – particularly the donor partners, what is the measure of 

success envisaged for the TERM process and in what timeframe.  

 

1.4.1 The Background to the TERM  

 

As has been well documented Tonga has endured an economic crisis for a number of 

years. This crisis has by and large been induced from the knock on effects of the global 

“REEEP brings to the reform process 

agility in terms of its ability to mobilise 

quickly and coordinate with the other 

key stakeholders particularly 

multinational donor bodies such as the 

World Bank and the ADB.” 
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economic slowdown in 2008. This economic malaise has not abated with the Eurozone 

and the US continuing to face economic challenges associated with their respective debt 

predicaments. This knock on effect means that Tonga has continued to face fiscal deficit. 

The Development Partners – co-ordinated by the World Bank have been active in 

providing and promoting support pursuant to the Tonga Country Assistance Strategy – 

which was developed and approved by the World Bank to support firstly, policy reform 

to strengthen growth prospects and improve service delivery and secondly, to build 

resilience against economic shocks.  

 

As will be elaborated on in the body of this Report Tonga is highly dependent on 

imported fuels to meet its overall energy needs. Secondly, up until July 2012 all grid 

supplied electricity which accounts for 98% of electricity used in Tonga is generated 

from imported diesel fuel. In July 2012 Tonga Power Limited commissioned the Popua 

1MW Solar Plant which it is understood will account for 4% diesel replacement. The 

bottom line is that Tonga remains very exposed to external shocks – particularly oil 

spikes. As evidenced by the 2008 oil price spike increase has a dramatic impact on the 

delivered costs of energy with tariffs rising above $0.60c/kwh. This outcome has a 

strong effect on the wider Tongan economy as the small market and narrow resource 

base cannot absorb such shocks.  

1.4.2 Financial Support – Key Indicators  

 

Accordingly the financial support or funding associated with the Strategy is designed to 

allow the Government the fiscal support to continue to implement key energy reforms –

designed to secure medium term economic growth and stability.  

 

The World Bank identified that its key outcome indicators from this strategy were2 : 

1. Petroleum imports for the electricity generation relative to a ‘business as usual’ 

scenario are reduced by 15% in a cost effective manner. 

2. Diversification of sources of electricity generation to improve energy security 

and reduce impact of oil price on the price of electricity supply.  

3. Petroleum risk management in place.  

4. Fiscal consolidation achieved including reduction in risk of debt distress.  

 

The World Bank by way of supplementation to this Strategy and associated funding –

has reached in June 2012 agreement to provide an additional funding source to support 

the implementation of TERM. This additional funding is allocated in two components – 

first funding to GoT TERM IU to support energy sector policy reforms – the second 

component associated with preparing TPL for renewable energy supply. Each of these 

components prescribes a broader focus on what technical assistance would be 

                                                        
 
 
2 Program Document –Energy Sector Development Policy Operation – Sept 2010.  
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supported. Appropriately the World Bank left it to the discretion of the TERM IU and 

TPL as implementing agencies as to the specifics of the technical initiatives that could be 

supported. At the time of writing it is assumed that the World Bank will negotiate 

appropriate milestones, which will induce a measure of value for money in terms of this 

funding support. However, it is clear that the PILR reform should remain a focus of this 

RETF support.  

 

Energy Roadmap exercises are not completely novel in terms of facilitating the 

deployment of clean energy options into energy economies. The Europeans in the early 

2000’s pursued a roadmap process for the 

establishment of their direction on firstly 

renewable energy and more recently energy 

efficiency. The Tongan experience i.e. the 

Tonga Energy Road Map - the TERM is, 

however probably unique for a developing 

country and certainly unique for an island 

state. Although in the Pacific we have 

Vanuatu embracing a Road Map process as it pursues energy reform. There are many 

lessons that could be learnt from the TERM process. What TERM demonstrates on the 

one hand is the ability to bring together what is a major reform exercise into one 

manageable process.  On the other hand, what TERM needs to demonstrate is less focus 

on the concept of what a roadmap means externally and more focus on the delivery of 

tangible outcomes internally within a reasonable time frame. A process driven at the 

end of the day to deliver tangibles – in TERM’s case a reduction in energy costs for the 

people of Tonga and associated environmental and social benefits from genuine PILR 

reform and the deployment of clean energy.  

 

1.4.3 TERM and Success  

 

The TERM process will be discussed in more detail hereunder. However it is important 

at the outset to understand how we would measure success or map achievement on the 

TERM implementation process and secondly this will allow for take-outs of the key 

lessons learnt and derived, so far from the TERM process.  

 

Success is measured in two key ways – what is achieved against objective and the by 

when is it achieved against objective.  

 

As to ‘what’, the TERM Report unfortunately lacks specifics as to key performance 

indicators or benchmarks for measuring achievement – this was probably intentional as 

it envisaged that an Implementation Plan would be developed. This Implementation 

Plan has not been developed – although a draft Operational Business Plan for the TERM 

IU was conceived - unfortunately it was never finalised nor implemented.  

“A process driven at the end of the 

day to deliver tangibles – in TERM’s 

case a reduction in energy costs for 

the people of Tonga and associated 

environmental and social benefits 

from genuine PILR reform and the 

deployment of clean energy.”  
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On interpretation of the TERM and all associated documentation particularly the World 

Bank’s contribution3 the key objectives are relatively consistent. 

 

1. To improve over a ten year period energy security and reduce Tonga’s 

vulnerability to oil shocks; and  

2. To promote lower and more stable energy tariff regimes through a more efficient 

use of energy resources and a more transparent and cost effective energy sector 

framework.  

 

“Based on this interpretation successful TERM implementation should mean – 

firstly demonstrable measures which increase resilience against vulnerability and 

secondly, lower electricity tariffs achieved through actual energy sector reform.”  

  

In terms of ‘when’ it will be noted from Section 3 TERM Implementation incorporating 

an extract from the TERM Report ‘The Indicative Implementation Plan’ is divided into 

three phases. Phase 0 defines the most urgent steps that should be undertaken without 

delay, including policy, institutional, legal, data gathering actions as well as some 

investments. Phase 0 activities should be considered a priority in terms of allocating 

funding whether from Government, private sector, sector revenues or development 

contribution. 

 

It was further envisaged in the TERM Report that the non-investment elements of 

Phases 0 and 1 could be completed within 18 months. As at July 2012 many of these 

elements are yet to be initiated. All investments and new programs in Phases 0 and 1 

were to be launched in the same timeframe. At least 12 months of operational data and 

experience generated from the Proof-of-Concept investments would be recommended 

before embarking on Phase 2. It was envisaged that the combination of Phase 0 and 

Phase 1 activities will result in a reduction in diesel use and therefore a reduction in 

tariffs. At the time of writing there has been some downward adjustment in the tariffs 

but not as a result of any TERM related reform.  

 

It is assumed given the description ‘indicative’ that a more comprehensive 

Implementation Plan would be prepared to replace the original proposition. This needs 

to be actioned.  

 

 

                                                        
 
 
3 IDA –Energy Sector Development  Policy Operation –Paper September 2010 and Small RETF Grant For Energy Road Map 
Implementation Project – Paper March 2012  
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1.5 Energy Reform in Developing Countries  

 

The TERM Reform agenda is a market transformation exercise – based on what is 

agreed market failure, energy insecurity and the need to promote sustainable energy –

that being fuel switching to renewable energy 

sources and the facilitation of energy 

efficiency. A progressive PILR platform will 

play a pivotal role ensuring a more successful 

market transformation. To be progressive 

PILR reform needs to be coordinated or 

integrated with technology intervention. This 

co-ordination needs to be directed to ensure 

that the PILR initiatives or the ‘orgware’ strengthens the platform for the other 

interventions i.e. technology –‘hardware’ and the ‘software’ i.e. skills and knowledge4. 

Orgware comprises of those important macro (economic and regulatory) interventions 

and micro interventions more at the operational level –institutional frameworks, 

management training and awareness building. Actions contemplated by TISREEEP with 

central focus on the PILR restructuring.  

 

It is not unusual in processing energy sector market transformation in developing 

countries that technology deployment is pushed ahead of the orgware reform 

processes. This can sometimes be confused as ‘cargo culting’. Unlike the cargo cult 

outcomes which often become white elephants, it requires appropriate re-adjustment 

by the Government.  

 

Tonga needs to manage this balance carefully – fortunately in TERM we have had the 

World Bank well placed designated as Lead Donor to assist in this management process. 

The World Bank together with the TERM-IU should be directing Donor traffic through 

the transformation process. 

 

The TERM “Reform Tent” 

In terms of this re-adjustment there are two important considerations for the 

Government. Firstly, there is the need to strengthen the relationship with TPL –to bring 

them into the ‘reform tent’ – they are responsible for the management of the technical 

contribution which form a strong contribution to all three components- orgware, the 

software and the hardware.  TPL has on governance responsibilities, not only through 

the Electricity Act and the Electricity Concession Contract, but also through their 

Government reporting to the Minister for Public Enterprises. The TPL Directors also 

have fiduciary duties pursuant to the Tonga’s Corporation Law. 

                                                        
 
 
4 Gennady Dobrov - The Strategy for Organised Technology  

“A progressive PILR platform will 

play a pivotal role ensuring a more 

successful market transformation. 

To be progressive PILR reform 

needs to be coordinated or 

integrated with technology 

intervention.” 
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Secondly, there is need to bring the community inside the ‘reform tent’. The 

communication process associated with TERM has been heavily orientated towards the 

international community, with little communication domestically within Tonga. This 

needs to be rectified and the World Bank and TISREEEP are working collaboratively to 

promote an awareness strategy.  

 

This report structurally traverses a clear purpose and a relevance to the objectives of 

the GoT and its key stakeholders. The focus of TISREEEP Report is to; 

 

 Provide to the broader readership insight into the ambitions, objectives and 

lessons learnt of the TERM.   

 Identify key implementation phases and the implementation agencies.  

 Identify the strategic issues which may impede or facilitate implementation.  

 Recommend a strategic framework to allow key steps in the transition to take 

place.  

 Some reflection on the role of the stakeholders and the importance of ongoing 

Donor co-ordination; and  

 Promote communication - conveying to the stakeholders particularly in Tonga 

the benefits and direction of TERM. 

 

The TERM confirms the need to promote a phased implementation. Whilst some 

progress has been achieved – implementation has been sporadic with changes in 

reporting arrangements and TERM-IU leadership and a lack of initial funding.  

2. Tonga Energy Road Map (TERM) 
 

In order to properly interpret this report it is important to reflect upon the process to 

develop the TERM. As a document it represents a joint effort of the Government of 

Tonga (GoT), its key Agencies and the development partners. Perhaps it is prudent to 

identify the key principles of TERM as a starting point.  

 

The key principles5 are: 

 Least cost approach to meet the objective of reducing Tonga’s vulnerability 

to oil price increases and shocks; 

 Managing risk with respect to the sequencing and timing of new 

investments and to the extent feasible development of a portfolio of options 

to meet the demand for electricity; 

                                                        
 
 
5 TERM Final Report 18.06.2010 page xiv 
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 Long term financial sustainability in the electricity sector; 

 Social and environmental sustainability; and 

 Clear, appropriate and effective definition of roles for government, TPL, and 

the private sector. 

 

 

These key principles need to be appropriately backgrounded as to why the energy 

sector is of obvious importance to Tonga. There are a number of reports including 

TERM that confirms the vulnerability of Tonga to external economic shocks - its size 

and distance to the nearest markets are obvious contributors to its vulnerability. It 

continues to feel the knock on effects of the global economic crisis and as demonstrated 

it is very exposed to oil price shocks as in 2008 and more recently in 2011.  

 

For the purposes of the broader case study interpretation, the following geographic 

extract from the TERM is incorporated6  

 

Geography. The Kingdom of Tonga consists of 176 islands with a total area of 748 km2 

and an Exclusive Economic Zone (EEZ) of about 700,000 km2. There are four groups of 

islands (Tongatapu, Ha'apai, Vava'u and Niuas) comprising 36 inhabited islands. The 

capital, Nuku’alofa, is located on the largest Island, Tongatapu. Most islands have a 

limestone base created from an uplifted coral formation. Some islands have limestone 

overlying a volcanic base and a few are purely volcanic in origin. The climate is tropical 

with warm-humid weather during December to May and cooler weather for the remaining 

months. Winds are seasonal with tropical cyclones most likely between November and 

March. 

 

                                                        
 
 
6 TERM Final Report 18.06.2010 page 1 
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The People of Tonga. The total population of Tonga is 101,9911, a 4.3% increase since 

1996, when the population was 97,7842. This increase in population represents an 

average annual growth of 0.4%. Tongatapu is the most populous Island with 72,045, 

inhabitants, which represents 71% of the total Tongan population. The 2006 census 

recorded 17,462 private households comprising 101,144 household members. This 

represents an average of 5.8 people per household. The 2006 census data also shows a net 

flow of people from the “Outer Islands” of Vava’u, Ha’apai, and Niuas towards Tongatapu 

since the last census in 1996. However, during this period the larger migration has been to 

overseas destinations. There are now more Tongans living overseas than in Tonga, with 

around 40% of overseas Tongans living in New Zealand, 40% in the USA and 20% in 

Australia. These overseas Tongans send back “remittances” which equate to 31% of 

Tongan’s annual GDP. 

 

In 2006 98% of all children in the compulsory school age group of 6-14 years were 

enrolled in schools. Tonga’s population is highly educated. According to the 2006 census 

about one quarter had a primary education, more than 60% of the population 15 years 

and older had secondary education, and about 10% had tertiary education. 

 

The Economy. Although a high percentage of the Tonga population was economically 

active (57%), only a relatively small proportion (37%) receives a regular paid income. 

Subsistence work is the main activity for 20% of the population. This proportion is much 

higher in rural areas (outer islands) than in urban areas. The unemployment rate for 

people actively seeking employment is around 1.1% of the total labour force. However, if 

those people who did not look for work and those who indicate that they were not 

available for work are included; the unemployment rate increases to 4.9%. More than half 

(53%) of all households receives remittances from overseas. Another 24% receives 

remittances from both overseas and Tongan sources. 

 

The role of energy in the economy. Tonga is highly dependent on imported fuels to meet 

its overall energy requirements. In 2000, when the last energy balance table for Tonga was 

compiled, imported petroleum products accounted for 75% of Tonga's energy supply, with 

25% coming from biomass (i.e. fuel wood and wood waste, coconut and palm oil residues) 

and off- grid solar PV. All grid-supplied electricity, which accounts for over 98% of 

electricity used in Tonga, is generated from diesel. 

 

The main source for lighting is electricity supplied through the national grid, with 89% of 

all households being connected to the grid. In the Niuas and Ha’apai groups, about half of 

the households rely upon kerosene and the rest rely upon existing solar power units as the 

main source of lighting. The main type of energy for cooking is gas, which is used by just 

over half of all households. The use of gas is more common in Tongatapu than in the outer 

islands where firewood is the main source of energy for cooking. A higher proportion of 

households in Tongatapu use items such as hot water systems, refrigerator, TV, computers, 
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etc. and have internet at home than households on the outer islands. An important factor 

in this difference is access to affordable electricity. 

 

Tonga's total fuel imports account for about25% of all imports and about 10% of GDP3. 

Hence changes in the price and amount of petroleum imports have a significant impact on 

Tonga’s Balance of Payments situation. In particular, sudden price shocks can be difficult 

to absorb. Automotive Diesel Oil, ADO (i.e. “diesel”) accounts for about 2/3 of petroleum 

imports (the rest is petrol and aviation fuel, with minimal LPG). About half of the ADO, i.e. 

about 1/3 of total petroleum imported, is used for electricity generation. 

 

While fuel taxes and duties make up a significant share of government revenues, in 2008 

these represented about 5%, Government revenues will not be significantly affected by 

actions to reduce the use of ADO at TPL diesel-generators because TPL is exempted from 

fuel duties and taxes. 

 

Tonga’s energy sector can be divided into two obvious segments – petroleum and the 

electricity sector. Obviously the two segments are harmonious as all grid-supplied 

electricity is currently generated using imported diesel oil supplied by two fuel 

importers under prices regulated by the Ministry of Commerce and Industries. This 

generational profile is beginning to change as the deployment of renewable energy 

begins to gather some momentum. In this regard, the meridian energy Popua 1 

megawatt solar facility begins to take shape and is scheduled for commissioning in July 

2012.  

 

2.1 Petroleum sector 

 

Petroleum is sourced through Singapore and therefore it has like other Pacific Island 

countries, a long supply chain from refinery source. This supply chain involves 

transhipment either from Australia or through storage facilities in Fiji if medium 

tankers are embraced.  The supply 

chain is further serviced by local 

coastal tankers to Tonga Tapu and 

Vava’u. Understandably as 

demonstrated from Figure 1, the 

landed cost of petroleum products 

into Tonga has a relatively high 

freight component. This is 

exasperated for outer islands for 

products which are transhipped 

through Nuku’alofa. For Eua and 

Niua, this transhipment involves 

drum distribution.  
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Figure 4.1: Tonga’s wholesale diesel fuel price (Nov 2009) 

 

Source: Hale &Twomey and Aurecon 2010, Tonga MR Tanker Port Feasibility Study, p.3. 

 

Table 4.1 Estimated supply chain savings from Medium Range Tanker, Diesel fuel, 
November 2009 prices (Tongan senitiper litre) 

Current supply 
via Fiji 

Direct imports using 
Medium Range Tanker 

Cost component 

(Seniti per litre) (Seniti per litre) 

Singapore base price + quality premiums 96.1 96.1 

Freight from Singapore (incl. insurance and loss) 5.9 7.6 

Fiji landing cost and storage and holding 1.9 0.0 

Freight from Fiji to Tonga 11.8 0.0 

Tonga demurrage 0.0 0.2 

New wharf/terminal return 0.0 5.1 

Possible wharf investment 0.0 1.0 

Tonga wharfage 3.4 3.4 

Tonga Duty 50.0 50.0 

Local operating costs 9.2 9.2 

Oil company return on investment 11.5 10.6 

Consumption tax 28.5 27.5 

TOTAL 218.3 210.6 
Source: Hale &Twomey and Aurecon 2010, Tonga MR Tanker Port Feasibility Study, p.19. 

 

Figure 1: Tonga’s wholesale diesel 

prices 
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Institutionally this supply chain is managed from the government perspective by TPL to 

operate an adhoc price hedging proposition on procurement. The ultimate regulator for 

petroleum pricing is a separate authority called the Competent Authority that derives 

authority from the price and wage control acts of 1988. The Authority is guided in its 

role of regulation of the retail price by templates originally developed by the Pacific 

Island forum secretariat and now managed by the SPC (South Pacific Community) based 

in Noumea. The basis for the pricing regime is a reflection of the actual cost of buying 

fuel on the international market coupled with the cost of delivery to Tonga and 

distribution within Tonga. The employed methodology is subject to fixed annual and tri-

annual reviews. The TERM report concludes that this review process in the past has not 

been as robust as would be expected, with no reviews conducted in 2008.  

 

Petroleum prices are set on a single price basis for each province.  Retailers of 

petroleum products have a 7% mark-up on wholesale pricing whereas the wholesale 

sector incorporates a 15% return on investment for the oil companies. In this regard the 

oil companies are represented by BP and Total who have storage facilities in Tongatapu 

and Vava’u.  

 

There are issues concerning safety and risk management the TERM report highlighted. 

Notwithstanding a general oversight pursuant to Tonga’s petroleum act, safety 

standards and risk management are generally described as self-enforcing with some 

supervision from internationally accredited and independent auditors.  

 

2.2 Electricity 

 

Tonga is in comparison to other Pacific islands a country and it is well serviced with 

access to the grid with approximately 89% of Tongan households having grid based 

electricity supply. Much of this outcome was achieved under management of the 

Shoreline Group between 1998 and 2005. To date this grid electricity has been supplied 

by TPL (Tonga Power Limited).   

 

The ownership of TPL has changed since 1949 when it was the Nuku’alofa Electric 

Power Board. More importantly, for the purposes of this report ownership of electricity 

assets have changed twice in recent years, firstly in 1998 when the national utility was 

bought by Shoreline Power7 and more recently in mid-2008 when GoT bought the 

assets from Shoreline to create Tonga Power Limited as a state enterprise wholly 

                                                        
 
 
7 The then Crown Prince of Tonga held a major share in Shoreline Power 
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owned by GoT. This latest ownership change was already being planned in 20068 before 

rioting in Nuku’alofa resulted in considerable damage to buildings in the downtown 

area. The riots damaged international confidence in investment in Tonga and GoT chose 

not to proceed with its preferred option to sell the assets to private interests. Given the 

intention of the Crown Prince to assume a constitutional monarchy soon after his 

coronation and withdraw from commercial activities within Tonga, the Government 

concluded the agreement with the Shoreline Group to purchase the utility in 2008.  

 

From an institutional perspective, the electricity sector is fragmented with 

responsibility spread across a number of key agencies. TPL of course provide the 

generation, transmission, distribution and retail functions for all the on grid customers 

in Tonga. The TPL is a creature of the Public Enterprises Act 2005 and as such is in 

control of a board appointed by the Minister of Public Enterprises. As a State Owned 

Enterprise (SOE) TPL has as its shareholding minister the Minister of Finance. As 

alluded to above, TPL was privatised between 1998 and 2005 and as part of the 

privatisation process there was an interest in selling TPL and potential purchaser 

Northpower was engaged and it would appear that negotiations were well advanced 

until the community unrest in 2005 in which all records were lost.  As part of the 

facilitation of this interest to sell TPL, Electricity Act 2007 and a supporting electricity 

concessions contract was introduced. This concessions contract provided TPL with a 

monopoly contract on generation for a minimum 7 years with a potential option for a 

potential 7 years. 

 

As a consequence of the Electricity Act 2007, an electricity commission was established. 

Its primary function was to oversee and manage the concession contract between the 

Government and TPL. Both the Electricity Act and concession contract were modelled 

on New Zealand precedent.  In addition, the Ministry of Land Survey and Natural 

Resources (MLSNR) have responsibility through the Energy Planning Unit (EPU) for 

electrifying the areas of Tonga not reached by TPL. To date this has been mainly rooftop 

solar systems.   

 

2.3 Policy, Institution, Legal and Regulatory Overview  

 

Prior to the TERM, policy in the energy sector was very fragmented among a number of 

agencies. This fragmentation is set out in the PowerPoint one slide extract, Figure 2, and 

the only obvious policy platform was associated with the National Strategic Planning 

Framework.   

                                                        
 
 
8 A Conditional Agreement existed in 2006 to sell the assets and business to Northpower Limited of New 
Zealand but the Conditions Precedent of the Sale and Purchase Agreement could not be met due to the 
destruction of the Shoreline Corporate Office including all records 
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Figure 2 

MANAGEMENT OF THE ENERGY SECTOR IN TONGA 
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3. TERM Implementation9 

3.1 Phases of Implementation  

 

The indicative Implementation Plan is divided into three phases. Phase 0 defines the 

most urgent steps that should be undertaken without delay, including policy, 

institutional, legal, data gathering actions as well as some investments. Phase 0 activities 

should be considered a priority in terms of allocating funding whether from 

Government, private sector, sector revenues or development partner support. Phase 1, 

which can proceed in parallel with Phase 0, includes work designed to gather sufficient 

information and experience about each possible option to allow subsequent firm 

decision making. Phase 2 will be initiated when all policy, legal, regulatory and 

institutional adjustments have taken place and when data and experience from the 

Phase 0 and Phase 1 activities is sufficient to define the full-scale developments of 

renewable energy and other actions to reduce the use of imported fuel are implemented. 

 

The combination of Phase 0 and Phase 1 activities will result in a reduction of diesel use 

for electricity generation, relative to the Do Nothing (no efficiency 

improvement)/Business as Usual (all diesel) scenario of about 25%. 

 

The items noted in the following sections represent the core activities in the indicative 

implementation plan. 

 

3.1.1 Phase -3-0: TIS REEEP 

 

This report already establishes the objective and credentials of this phase of 

implementation. As alluded to above, it is very much about the design phase for the 

implementation Phases 0-2. 

 

3.1.2 Phase 0  

 

The key activities for Phase 0 are: 

 Recommendations from the Petroleum Supply Chain and Price Hedging Study are 

considered by GoT and decisions made on implementation; initial activities 

launched; 

                                                        
 
 
9 International Development Association Program Document Report No. 56689 – TO. 
Energy Sector Development Policy Operation September 15, 2010 
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 Institutional, legal, policy and regulatory updates for petroleum and electricity 

implemented, as per issues identified in the TERM; 

 Data gathering activities and data collection and monitoring system in place; 

 Environmental screening of the TERM to identify environmental considerations 

of the planned activities in the TERM; 

 Analysis of environmental change impact on Tonga to identify any risks to long 

term safety and security of energy infrastructure; 

 Initial end use efficiency/demand side management program launched and 

development of data and analysis to design and implement more extensive end 

use efficiency program underway; 

 Off-grid program launched; 

 Necessary TPL investment for safety, data acquisition and improved efficiency 

launched; 

 Mechanism to channel available grant assistance to buy down the cost of 

renewable energy generation and energy efficiency investments is in place 

(Tonga Green Initiative Fund “TGIF”) 

 

GoT Actions and Responsibilities. A permanent institutional arrangement will be 

established to manage, coordinate, monitor and report on the TERM implementation. 

Coordination of the various components of the TERM will require frequent interaction 

among the various agencies planning and implementing policy, legal and regulatory 

changes and project. A project monitoring and coordinating committee will be 

designated. The committee will be Chaired by the Head of the Civil Service, and include 

all CEO’s of the GoT agencies that will be impacts by the TERM (electricity and 

petroleum) and TPL. 

 

3.1.3 Phase 1 

 

Key activities indicated for Phase 1 are: 

 Implementation of second generation end use efficiency/DSM measures; 

 Implementation of up to about 1 MW on-grid solar PV. Most of this would be 

installed on Tonga tapu and could include at least one other island grid. Elements 

including centralised, decentralised and possible battery storage would be 

appropriate. Operation, maintenance and training contract in place. 

 Implementation of a Proof of Concept Coconut Oil Project. Operation, 

maintenance and training contract in place 

 Implementation of Landfill Gas IPP (if resource proved in Phase 0) 

 Review of initial experience with petroleum financial risk management and 

implementation of modifications as required.  

 Transaction advisor for Phase 2 projects selected. 
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3.1.4 Phase 2  

 

The specific investment projects for Phase 2 will be defined based on the data and 

experience gathered during Phases 0 and 1. Phase 2 actions will include: 

 A formal analysis of the data and findings from the Phase 1 projects. In particular, 

the success of the loss reduction programs and the DSM programs should be 

assessed to identify shortfalls on target energy reductions. The load forecast will 

be updated to drive the needs and timing of ongoing sector development. The 

successes and problems with each of the Proof-of-Concept project will be 

carefully evaluated. New grid system performance data will need analysis to 

confirm what measures need to be taken and new technology added to ensure 

that the most practical renewable energy alternative can be successfully 

integrated. Any promising (but not yet commercial) technologies that have 

generated a track record in Tonga or elsewhere during the Phase 0 and 1 

implementation period, could be evaluated at this point and considered from 

inclusion in Phase 2. 

 A very important activity during Phase 2 will be to “institutionalise” the data 

collection systems set up during Phase 1. The value of databases is often to be 

found in their longevity and continuity so as the Tonga economy and energy 

systems develop, the best data on what can be expected in whether, ocean 

regimes and electric system performance will ensure that Tonga’s continuing 

efforts to use its domestic energy resources can progress in as timely a manner as 

possible. 

 A full-scale development of renewable energy projects on an IPP basis, utilising 

the Tonga Green Initiative Fund designed and established in Phase 0. Sequencing 

of the Phase 2 projects will be determined based on the key principles of the 

TERM. 

 

Table 1 below shows the key activities with indicative costs and sources of funding, as 

well as key indicators. The indicative financing shown below does not rely on significant 

Government borrowing to implement the TERM. Virtually all the development partner 

assistance is expected to be on a grant basis. It is recognised that full implementation of 

the TERM will depend on the availability of sufficient grant funding, in particular to 

“buy-down” the cost of development of renewable energy. Having strong GoT ownership 

and full development partner participation in developing the TERM increases the 

likelihood that the required process resources will be available and will targeted 

appropriately.  
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Table 1: Indicative costs, sources of funding, key indicators 

Activity Estimated Cost (US$) Source of Funding Key Indicators 

Phase 0 

Creation of GoT 

Institutional 

Arrangements 

TBD GoT Institutions in place and 

operational. 

 

GoT role in leading TERM 

implementation 

TBD GoT, bi-lateral TERM implementation 

on track. 

Technical assistance for 

policy, legal, regulatory 

adjustments; 

establishment of TGIF, 

data gathering, resource 

assessments and 

technical studies 

2.5 million IDA/PRIF Partners/ 

IRENA/ REEEP/ SPREP 

– PIGGAREP 

Policy, legal, regulatory 

reviews completed and 

recommendations 

implemented. 

 

TGIF launched 

 

Data gathering 

mechanisms in place 

and functioning 

Technical assistance for 

Environmental 

screening, assessment of 

impact of environmental 

change on energy 

infrastructure 

60,000 GoT/IUCN Environmental 

screening and 

environmental change 

impact report. Findings 

to be incorporated as 

projects are planned 

and implemented. 

Strategic Environmental 

Impact Assessment 

60,000 IUCN/PRIF Partners Strategic Environmental 

Impact Assessment 

Report. Findings to be 

incorporated as projects 

are planned and 

implement. 

End-use efficiency and 

DSM Program (note this 

continues through Phase 

1 and 2) 

2.0 million (Phase 0 

only) 

ADB, EC, REEEP, IUCN, 

private sector 

DSM program launched. 

Reduction in demand 

relative to “Do Nothing” 

scenario: 9% within 3 

years, 30% within 5 

years. 

Off-grid Program 

(additional to JICA 

project) 

3.0-5.0 million 

(additional to JICA $US 

5.9 million) 

EC, Japan, IUCN, private 

sector 

Off-grid program 

launched. Numbers of 

households benefitting 

from programs on 

annual basis. 

 

Financial stability 

mechanism functioning. 

TPL village upgrade 

project to improve 

efficiency and ensure 

safe supply to 70 small 

US$15.0 million NZAID; EIB, PRIF 

Partners, EC 

Reduction in line losses 

to less than 11% and 

network safe by 

international standards. 
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and medium villages. 

TPL investments on 

safety, data acquisition 

and management and 

efficiency improvements 

TBD Primarily internally 

generated revenues; 

concessional financing 

possible: NZAID; EIB, 

PRIF to accelerate 

implementation. 

Specific targets tbd. 

Contributes to 11% 

target above. TPL 

infrastructure meets 

international standards 

of safety. 

 

Evaluate the studies and 

implement 

improvements in the 

Petroleum Supply chain 

including financial risk 

management. 

TBD GoT, TPL, private sector. Supply chain efficiency 

improvements, 

consequential cost 

savings. Improvements 

in price certainty at a 

cost. 

Phase 1 

Landfill Gas Project 

commissioned (only if 

resource is proven in 

Phase 0). 

0.2 million 

1.0 million 

PRIF partners 

Private sector 

Advisors in place. 

Plant commissioned. 

First solar PV project 8.0 million Bi-lateral, EC Project design covers 

learning areas. 

Plant(s) commissioned. 

Annual kWh of 

displaced diesel 

generation. 

Tongan technicians fully 

capable of PV plane 

O&M and management 

of TPL grid with 

intermittent and 

decentralised energy 

supply. 

First CNO project 1.5 million Bi-lateral funds Project design covers 

learning area. 

Plant commissioned. 

Annual kWh of avoided 

diesel generation. 

Tongan technicians fully 

capable of O&M. 

Phase 2 

Evaluation of Phase 0 

and Phase 1 data 

0.2 million IDA/PRIF Partners/ 

IRENA 

Evaluation report 

completed and 

discussed with Tongan 

stakeholders, 

development partners 

and other interested 

parties. 

Phase 2 transaction 

advisors 

0.7 million PRIF partners Advisors in place. 

Tonga Green Incentive TBD Bi-laterals and multi- Dev. Partner 
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Fund funded for first set 

of Phase 2 project. 

laterals commitments made. 

 

First major Renewable 

Energy IPP project 

 

Second major 

Renewable Energy IPP 

project 

TBD  Private sector equity, 

commercial lending, 

Tonga Green Incentive 

Fund, Electricity sector 

revenues. 

Tender proceeds 

according to agreed 

TGIF agreed rules; 

Financial close on first 

project; 

Plant commissioning 

 

3.2 Implementing Agencies 

 

The TERM explicitly made provision for the establishment of a TERM implementation 

unit.  This implementation unit (TERM IU) is designed to provide the operational 

resources, both financial and human resources, to drive the reform agenda. The TERM 

IU has since 2011 continued to seek an appropriate reporting structure within the 

existing Government. Originally the TERM IU was part of the office of the Prime Minister 

however in mid-2011; the TERM IU was relocated for budgetary reasons to the Ministry 

of Land Survey and Natural Resources, reporting to the Minister of the Environment and 

Climate Change. This appeared to be synergistic given the existing EPU was also within 

this agency. 

 

3.2.1 TERM IU 

 

The TERM report very clearly confirms that the TERM IU was to be funded by 

development partners. Development partners led by the World Bank committed to 

funding provided the operational structure was kept to a minimum. The functional 

structure proposed and supported by the development partners as set out on a 

functional basis as per Figure 3. This functional structure will obviously be the subject 

further fine tuning once the permanent Director of TERM is appointed in August 2012.  
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Figure 3:  TERM IU Functional Structure 

 
 

The rational for this functional structure is clear as the TERM IU needs a clear focus on 

not only the electricity and petroleum sectors but also on the demand side energy 

efficiency management initiatives. In addition, given the importance of policy a resource 

has been identified that can fulfil the important bridge between the TERM IU and policy 

making ambitions of the TERM C.  

  

In terms of donor support, important funding has been received from the Abu Dhabi 

development fund and also most recently an agreement was reached with the World 

Bank and its partners including AusAid to provide $1million worth of funding for the 

TERM IU functional responsibilities – these functional responsibilities are set in the 

World Bank’s REFT Grant Documentation Component 1.  It is anticipated that this 

funding will provide the right blend of international expertise and Tongan national 

expertise; the TERM C remains committed to appropriate capacity building sectionally 

across the TERM IU.  

 

3.2.2 TERM C 

 

The Tongan Government has shown strong commitment TERM. This is particularly 

evident in the establishment and composition afforded TERM C as the key policy 

decision making decision body for the TERM process. The TERM C is Chaired by the 

Prime Minister and Deputy Chaired by the Minister for the Environment and Climate 

Change and it has representation from all the key government agencies at CEO level 
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these being Ministry of Labour and Commerce, Ministry of Public Enterprise, Ministry of 

Finance, Office of the Solicitor General, the Chairperson of the Public Services 

Commission and the Ministry of Land Survey and Natural Resources. It is envisaged that 

the TERM C will continue to oversight not only the development of policy but also the 

approval of the key items associated with restructuring the institutions and the 

legislative review. 

 

3.2.3 TERM A   

 
In order to assist the TERM C in this important rule, the Tongan Cabinet has approved of 

TERM A agency status which effectively provides the TERM C with equal authority with 

the Cabinet Office. This is designed to ensure that reforms can be expedited with 

minimal delay. 

4. TISREEEP Analysis - ‘Policy, Institutional, Legal and Regulatory’  

4.1 Strategic Issues as to Implementation   

4.1.1 Introducing - Key Reform Issues  

 

The reform pathway induces a number of strategic issues, which will need to be 

addressed in the reform implementation package. This package as recommended 

hereunder need to be pulled together incrementally and within the pre-identified 

phases outlined above.  

 

This report will identify these strategic issues as a ‘Key Reform Issues’ (KRI) which 

should be contemplated in the respective Implementation Phases. The timing for these 

phases will be a matter for the TERM C and TERM IU. These KRI’s will be dealt with in 

the Implementation Recommendations in Section 5 below.  

 
Summary of key reform issues 

 KRI - OBP 1 The completion or the development of TERM IU OBP 

 KRI - OBP 2 Incorporation within the OBP of a three year budget for the TERM 

IU 

 KRI – Pol 1 is how to continue to capitalise on a TERM C model and status by 

incorporating its policy approval capability as a transitional proposition into 

the reform rollout. 

 KRI – Pol 2 is recognition of the need to establish a dedicated policy development 

capability within the TERM-IU.  

 KRI - Insto 1 is demonstrable commitment to not only the functional attributes 

tabled by way of this analysis and more specifically Figure 3. 
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4.1.2 KRI - OBP 1 The completion or the development of TERM IU OBP 

 

The TERM currently lacks an implementation framework – as will be noted from the 

above analysis it is assumed that the ‘Indicative Implementation Plan’ was to be 

replaced by a more comprehensive action plan – identifying timelines and appropriate 

lines of responsibilities. This implementation plan should be actioned – consider might 

be given as to how this plan could be integrated with an Operational Business Plan 

(OBP) as contemplated by the TISREEEP task and activities.  

 

As part of these TISREEEP activities assistance was provided to the then Interim 

Director in the preparation of an Operational Business Plan (OBP). This OBP was not 

finalised before the Second Interim Director was replaced in November 2011. As to 

resourcing and donor funded positions a draft functional structure was prepared as 

evidenced above. At the time of writing agreement has been reached with the World 

Bank as to the World Bank Small RETF Grant which will provide $1 million US to be 

implemented by the TERM IU.  Specifically the Grant is to focus on technical assistance 

support in areas of; 

 Review and update of energy (electricity and petroleum) sector policy, legal and 

regulatory aspects consistent to the TERM vision. This TIS REEEP Report will 

confirm a scope for the relevant functions which will be consistent with the 

functional structure above and with the recommended PILR Structure.   

 Short term technical support to implement and evaluate a pilot petroleum price 

risk strategy  

 Technical assistance to assist in assessing the role of natural gas and the use of 

coconut waste as energy source.  

 KRI – Insto 2 is an acceptance that the proposed budget will be underpinned by 

ongoing donor support initially $1m from the Abu Dhabi Development Fund and 

more recently $1m contribution from the Small REFT Grant.  

 KRI – Insto 3 is recognition that the TERM IU may need to appropriately absorb 

some of the key operational functions over a two-year period.  

 KRI - Leg 1 demonstrable public benefit should remain one of the key features of 

any regulatory impact process.  

 KRI - Leg 2 is to ensure the proposed legislative reform meets the requisite 

constitutional requirements.  

 KRI - Leg 3 is securing the appropriate consensus from both the Petroleum and 

Electricity Tariff Reviews.  

 KRI - Leg 4 is to establish a workable timeframe in order to give effect to the 

agreed reform.  

 KRI - Reg 1 is to establish a process to allow all existing legislation to determine 

any competency issues and or gaps induced by the TERM reform process.  
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 Developing and delivering on a communications strategy.  

The Grant is designed to match $1m US funding from the Government of Tonga. This 

funding should now be incorporated into financial resource plan; essentially a 

supporting budget for the OBP.  

 

The KRI is how this operational agenda should be best managed from an operational and 

particularly financial perspective. An appropriate managerial framework such as a OBP 

budget will promote a process accountability, transparency and a degree comfort for the 

TERM C, the associated central GoT agencies and Donor partners.  

 

KRI - OBP 1 The completion or the development of TERM IU OBP 

KRI - OBP 2 Incorporation within the OBP of a three year budget for the TERM IU. 

 

4.2 Policy 

 

One of biggest challenges for TERM reform is building and consolidating a strong policy 

environment for the development and dissemination of Tonga’s energy policy. It goes 

without saying that the TERM itself is the 

solid base for government reform policy – 

however there are many aspects of that 

reform package that will require their own 

policy setting process. Secondly the failure 

to expedite the TERM implementation has 

meant that some reform issues have now becoming irrelevant to the process. Thirdly 

an absence of policy has meant that the energy sector has been forced to make its own 

reform accommodations. This is a piecemeal approach.  

 

4.2.1 Processing Energy Policy  

4.2.1.1 KRI - Pol 1. Approving Policy - Retaining a TERM C Model. 

 

The TERM Report envisaged a role for a TERM Committee and the reality has turned out 

to be more advantageous than the vision, in terms of the composition of the TERM C. As 

established in the executive summary a top down leadership position presents as not 

only an excellent message as the importance of energy reform but also the obvious 

opportunity to capture input and signoff of the most senior members of the Government. 

This would appear to be somewhat unique to any developing country agenda. This 

proposition is enhanced by the TERM A persona which affords TERM C with equivalent 

status as the Tongan Cabinet.  

 

KRI – Pol 1 is how to continue to capitalise on a TERM C model and status by incorporating 

its policy approval capability as a transitional proposition into the reform rollout.  

“One of biggest challenges for TERM 
reform is building and consolidating a 
strong policy environment for the 
development and dissemination of 
Tonga’s energy policy.” 
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4.2.1.2 KRI - Pol 2. Developing and Resourcing Energy Reform Policy skill set 

within the TERM-IU  

 

As highlighted above the TERM is the policy platform –it is a very broad policy agenda 

developed with clear objectives of the need to address economic, social and 

environmental problems emulating from Tonga’s energy economy. Paramount among 

these problems is the costs of energy delivered to the end user. There are many factors 

which contribute to the cost – and as the reform agenda proceeds, these factors may 

require specific policy approval.  

 

At the moment there is no dedicated process established for the development and 

dissemination of policy. These forces organisations such TPL into the position of making 

its own policy on energy matters that should inherently sit within central government 

agencies.  

 

KRI – Pol 2 is recognition of the need to establish a dedicated policy development 

capability within the TERM-IU.  

 

This capability will need to co-ordinate the policy agenda in a transitional period – 

secure input and signoff from TERM C and will need to disseminate the policy into the 

requisite delivery models.  

 

4.3 Institutional  

 

The clear intention from TERM is that the TERM –IU would be an interim/transitional 

administrative arrangement which would evolve institutionally, into a permanent 

Tongan civil service central agency. This central agency in an incremental process would 

bring a ‘one stop shop’ co-ordinated management to the Government’s energy agenda. 

This would involve a dismantling of the ineffective ‘spaghetti management structure’ 

profiled in Figure 2. The transitional arrangement – the functional structure for the 

TERM –IU is a depicted in Figure 3. 

 

4.3.1 KRI–Insto 1 

 

This transitional functional structure will need to be subject to the OBP process outlined 

above – however the key functional needs are consistent with the objectives of TERM. 

The resourcing needs are split into Non-Technical Functions and Technical Functions.  

 

KRI – Insto 1 is to ensure that the OBP and budget process is sufficiently resourced to 

deliver as to the TERM’s expectations. The proposed functions are relatively obvious and 

described hereunder; 
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4.3.1 Non-Technical Functions  

 

1. Director – This position is obviously critical to the future success of TERM 

implementation. The proposed engagement of the Director will be the 4th allocation 

of a resource in the short history of TERM IU. Accordingly it needs to be a solid well 

thought through appointment otherwise criticism will escalate. The appointment 

needs to be a sourced from well-rounded skill sets – with capacity to build and 

manage relationships, and organisationally manage down as well as up.  

 

2. Policy function - in keeping with the analysis above – a key requirement for the 

success of TERM – IU is effective policy processing. This processing requires the 

development of an appropriate ‘pipeline’ of issues that will need to be packaged 

into policy templates. In approaching the establishment of this pipeline the TERM 

IU will need co-ordinate the stakeholders who will be necessary for the 

establishment of robust policy.  

 

3. Legal function – as it will be noted from the strategic issues and analysis on Legal 

Reform, it is intentioned to address the current fragmentation on any energy 

legislation into a more concise and coordinated framework. This will result in the 

relevant provisions of the four existing key acts being consolidated into one core 

legislation framework – potentially the Tonga Energy Act 2013. In order to give 

effect into this Act, appropriate regulation will need to be designed to subordinate 

the key objectives of the Act. This will require ongoing input and management from 

a permanent legal function within the TERM IU with a view to transition into the 

proposed new agency. This position will coordinate between the TERM C and the 

other key agencies particularly the office of the Solicitor General.  

 

4. Communications function – It is important that a more robust communications 

plan is developed for the TERM implementation. To date TERM remains still 

relatively unknown. It is important that this is addressed and the World Bank and 

TISREEEP plans to address this in a more coordinated way through the allocation of 

funding to the development and delivery of a communications plan. The key issues 

requiring communication are the rational and underlying themes to TERM, the 

proposed benefits from TERM including economics considerations particularly 

tariffs reductions. In addition there is an important message on the social and 

environmental benefits of the Tongan community supporting a stronger 

deployment of the sustainable energy.  

 

It is proposed that this communications plan will present opportunity for dedicated 

workshops, school education programs, community and church group programs, 

residential energy efficiency and commercial/industrial energy efficiency programs.  
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It is envisaged that there will be an ongoing role beyond this initial TERM IU 

transitional phase. The position will need to coordinate with other key government 

agencies such as the Ministry of Environment and Climate Change and particularly 

TPL to ensure that there is a consistent and whole government message.  

 

5. Administrative function – There will be an ongoing role to ensure the appropriate 

administrative functions to support the TERM and the new agency are fulfilled. As 

part of this administrative function will be requirements on financial management 

and particularly fund management within the three-year budget proposed above.  

 

4.3.2 Technical Functions 

 

It is not proposed that the TERM IU or any new agency will replicate technical capacity 

that will exist within other agencies particularly TPL. It is an outstanding issue that will 

need to be reconciled and that is the role of the energy-planning unit (EPU). It would 

appear that there are conducive skill sets within the EPU that could be utilised in the 

TERM IU and the new agency. These skill sets may be technical in nature. 

 

It is envisaged that there will be an ongoing need to assess and plan for the increasing 

integration of renewable energy into the TPL network. This assessment and planning 

will require strong coordination with TPL and the respective communities in which this 

integration will impact upon.  At the time of writing we have strong donor interest and 

proposed deployment by MASDAR, the Asia Development Bank, Japan International 

Corporation Agency (JICA) and not to mention interest from the private sector. All of 

these interests need to be managed in a more measurable way to ensure that TPL’s 

systems are optimised appropriately.  

 

 

1. Electricity function 

On-Grid Supply, transmission and distribution. This position will be the pivotal 

liaison role within the TERM IU/new agency for coordinating with TPL on system 

planning. The function will identify the proposed donor and private sector interest 

and coordinate the necessary TERM C approval process for donor support. 

Effectively this function will be TPL, the donor partners and the private sector’s 

point of communication through to TERM C. It is expected that the function will 

provide TERM C and other stakeholders with relevant information on system 

modelling including associated costs with deployment and necessary upgrades to 

the existing grid. It will prepare the necessary standards and accreditation 

processes required for the proposed energy regulations. Including developing and 

dissemination necessary policy on grid connection.  
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Off – Grid. This function will primarily be focused on supporting access to energy for 

Tongan communities, which are not on the main grids. The function will liaise with 

key stakeholders such as TPL and the development partners on the policy and 

deployment issues associated with village systems and other electrification 

propositions.  

 

2. DSM function. It is envisaged that energy efficiency and other demand side 

propositions will become increasingly important under TERM implementation. 

Demand side management has the potential to make a strong contribution to 

reducing overall inefficiencies in the system thereby hopefully facilitating a 

reduction in cost and tariff levels. Already we are seeing some initiatives being 

deployed by TPL, which induce a more coordinated program, increased security of 

supply and reduced costs within the systems. This function will prepare and 

promote the TERM C and appropriate policy and initiatives that can be 

implemented as government initiatives to both residential community and 

commercial industrial customers in Tonga. It can be expected that this position will 

liaise closely with Communications function to ensure a strong and proactive 

message is delivered from the GoT.  

 

3. Petroleum function. As it is well documented within this report and associated 

documentation, Tonga’s high dependency on imported petroleum products to meet 

its energy demands ensure that Tonga remains vulnerable to oil price shocks as 

occurred in 2008 and more recently 2012 and to interruptions as to the delivery of 

fuel. This vulnerability promotes an obvious knock on effect to Tonga’s energy 

security and economically to the cost and affordability of supply. In addition to this 

supply risks petroleum safety issues further complicate the situation. It is 

recognised that Tonga has not closely adopted the more stringent international 

standards on safety. Both petroleum distribution organisations confirm that the 

model for ensuring compliance is one based on self-regulation albeit on some 

regard to international supervision by independent auditors. 

 

In light of the above, there is a strong need for a more robust policy direction and 

more stringent supervision from the GoT on risk mitigation, supply interruptions, 

safety standards and procurement.  

 

It is expected that the petroleum function will draw on capability from a number of 

positions including appropriate capability on a senior and international level. In 

addition to the security of supply issues identified above, it is expected that the 

TERM C will incrementally absorb from the Competent Authority the regulation and 

management of the retail pricing regime. This pricing responsibility will require 

liaison with the South Pacific Community (SPC) and the procurement arrangement 

already existing within TPL. 
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In terms of Funding for TERM –IU it would appear that the Abu Dhabi Development 

Fund have generously allocated $1m US to contribute to the TERM-IU operations. This 

allocation will also assist with the facilitation the Vav’u Solar Project – including legal 

and management. In support of this allocation the World Bank and others have 

contributed through the small REFT Grant $1m US.  

 

KRI - Insto 1 is demonstrable commitment to not only the functional attributes tabled by 

way of this analysis and more specifically Figure 3.  

 

This KRI is not just about confirming commitment to functional proposition but it is also 

an analysis and justification of the OBP and proposed budget projection.  

 

KRI – Insto 2 is an acceptance that the proposed budget will be underpinned by ongoing 

donor support initially $1m from the Abu Dhabi Development Fund and more recently $1m 

contribution from the Small REFT Grant.  

 

It is envisaged that this funding will facilitate the necessary transition to the proposed 

new energy agency identified within the recommendations of this report. There may be 

time to time for donor supplementation for specific functional roles as the TERM 

implementation gathers momentum.  

 

The TERM recognised the need to phase implementation on key components on the 

energy reform package.  

 

KRI - Insto 3 is recognition that the TERM IU may need to appropriately absorb some of the 

key operational functions over a two-year period.  

It may be subject to TERM C deliberation which makes appropriate sense to delay the 

petroleum management aspects as a second phase to an easily identifiable and 

management electricity function.  

 

4.4 Legal  

 

The TERM C has signed off on a Terms of Reference (‘ToR’) for a review of relevant and 

existing energy related legislation. These TOR are attached at Annexure 1. As will be 

noted the scope of the legislative review is comprehensive as charted by the TERM. 

Similar to Institutional arrangements the energy related legislative framework has 

fragmented across core and non-core legislation.  

The Core legislation is as follows; 

 The Electricity Act and the Electricity Concession Contract (ECC)   

 The Petroleum Act  

 The Prices and Wage Control Act  

 The Public Enterprises Act  
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The non-core legislation consists of non-energy legislation which may impact upon 

energy governance and policy setting for example the Companies Act.  

 

4.4.1 The Legislative Review  

 

Given the reform nature of this exercise – it is incumbent to review all relevant aspect of 

the energy legislative and regulatory framework in Tonga. Some issues maybe irrelevant 

others relatively straight forward in terms of the reform process and some issues will 

require more considered surgery. Such surgery will need to be synergistic with the 

Government’s reform agenda and will need to be consistent to the Government’s policy 

position. 

 

In approaching this important reform process – any Terms of Reference must endorse 

agreed assumptions and these appear to be;  

 

Key Assumptions for the Legislative Review (LR)  

1. That TERM Report of July 2010 represents key GOT reform policy.  

2. As such TERM represents social, environmental and economic reform resulting in 

appropriate market transformation of the petroleum and electricity sectors.  

3. The LR should be directed at facilitating within modern legislative frameworks – 

appropriate and ongoing market transformation in the energy sector.  

4. That modern legislative framework will promote the opportunity for structural 

efficiency in these sectors. 

5. Structural efficiency will necessitate restructure of the institutional and 

administrative arrangements required to deliver this legislative package and; 

6. The key measurement of these reforms will be increased public benefit.   

 

4.4.2 Regulatory Impact Process  

 

KRI - Leg 1 demonstrable public benefit should remain one of the key features of any 

regulatory impact process.  

This process needs to be communicated and consulted on widely. In terms of public 

benefit –the TERM C have endorsed the following criteria.  

TERM –Public Benefits 

 PB 1 -A reduction in the cost of electricity for the people of Tonga as reflected in 

their tariffs.  

 PB 2 -A reduction in vulnerability of the Tongan Economy to oil pricing spikes.  

 PB 3 - Increased competition in the generation of electricity. 
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 PB 4 - Increased investment in the Tongan Energy economy. 

 PB 5 – Stronger knowledge management on energy systems. 

 PB 6 - Cleaner energy production. 

 PB 7 - Increased access to energy. 

  

KRI - Leg 2 is to ensure the proposed legislative reform meets the requisite constitutional 

requirements.  

 

KRI - Leg 3 is securing the appropriate consensus from both the Petroleum and Electricity 

Tariff Reviews.  

 

These Reviews should highlight the reform pathway for TERM C approval. These 

transitional arrangements are canvassed in the recommendations here under.  

  

KRI - Leg 4 is to establish a workable timeframe in order to give effect to the agreed 

reform.  

 

The Reform should witness the abolition of existing frameworks in favour of one 

centrepiece - therefore appropriate transitional arrangements in the form a Reform Bill 

will be necessary.  It is possible that the Reform Bill could be completed by 31st 

December 2012 and that appropriate allocation of time would be made into early 2013 

to requisite regulatory impact assessments and consultation processes with a view of 

implementation in July 2013. 

 

4.5 Regulation Reform   

 

For the purposes of identifying strategic issues the analysis which follows is directed at 

regulations that support key legislation. Much of the Tongan Legislation doesn’t have 

supporting or enabling regulation. The regulation reform should parallel the 

development of the key legislation. It would seem prudent that as part of this exercise 

that the supporting regulations should adopt a more descriptive persona than the 

legislation as they have a focus on enablement rather than compliance. The key features 

of this regulation should be on issues of standards and accreditations, issues on pricing 

schedules and processes requiring approval. For example the regulations should 

appropriately reference supporting requirements prescribed in other Tonga legislation 

– development approval by the Ministry of Land, Surveys and Natural Resources, 

Company Act requirements, Incorporation and other compliance, Environmental 

compliance, Employment requirements etc. 

 

KRI - Reg 1 is to establish a process to allow all existing legislation to determine any 

competency issues and or gaps induced by the TERM reform process.  
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This audit will then establish an appropriate pipeline of supporting regulation which 

will need to be coordinated into a review process. Similar timing and impact assessment 

requirements will need to be contemplated.  

 

4.6 TIS REEEP Recommended Course of Implementation  

 

It is hoped the analysis on offer in this report is constructive and useful and it is hoped 

this recommended course of action offers a cogent pathway forward pathway. In order 

to present a working proposition – this Strategic Framework Report is offered in a 

presentation format. It is assumed unless the conclusions are unacceptable to GoT that it 

is agreed the time to stop talking about TERM has come and gone and it is now time to 

start doing TERM. This format is designed to be presented to TERM C, TERM IU relevant 

GoT agencies and development partners. This presentation forms part of this report and 

is attached Annexure 2. This is a format that best draws comment input and hopefully 

implementation. 

 

4.6.1 Policy 

 
Types of Policy 

 Policy on fuel switching – RE target/Independent power producers/ grid 

connection. 

 Policy on energy and environment - climate change; mitigation and adaptation; 

interface between land, energy and food/water. 

 Policy on energy consumption – energy efficiency/demand side management; 

regulatory policy or policy to develop a voluntary program e.g. lighting/AC. 

 Policy on roof top PV - for schools and church buildings; regulatory standards/ 

accreditation/feed-in tariffs . 

 Policy on risk management in petroleum sector.  

 

 
KRI– Pol 1: Approving Policy - Retaining a TERM C Model 

 Top down leadership energy remains a key priority to the Government of Tonga. 

 Energy reforms remain a major initiative of the current government. 

 It is recommended that the TERM C remain as the currently constituted for the 

purposes of the TERM implementation. 

 It is recommended that the TERM C evolve as part of the transition to the 

National Energy Committee (NEC). 

 

 



 38 

KRI - Pol 2. Developing and Resourcing Energy Reform Policy skill set within the 

TERM-IU  

 Confirmation of the TERM IU – the Ministry of Energy – remains the focal point 

for energy policy within the GoT. 

 Increase capability of the TERM IU to develop and disseminate policy. 

 Dedication of resources to develop policy pipelines for incremental deliberation 

and approval by the TERM C/NEC. 

4.6.2 Institutional  

 Promote some operational and financial certainty for the TERM IU.  

 Incrementally dismantle the existing ‘Spaghetti Mouse Trap’ Energy Management.  

 Establish a timeline for TERM IU to evolve and morph into its permanent 

persona.  

 
KRI Operational Business Plan and Proposed Functional Structure 

 It is recommended with an Incoming Director and with the Small REFT Grant 

develop an operational business plan (OBP) or formalise TERM IP.  

 It is recommended that the OBP is to be supported by a three year budget 

allowing for the transition to a new Ministry of Energy. 

 It is recommended that the establishment of the TERM IU should reflect a lean 

allocation of human resources. This allocation should be consistent with the 

proposed functional structure.  

 It is recommended the TERM IU transitionally evolve into the Tongan Ministry of 

Energy (T-MoE) subject to the provision of the Public Services Act 2002 

(Schedule 1 Agency). 

4.6.3 Legal 

 
KSI Legislative Reform 

 Identify in a ‘whole of system’ analysis the cost inefficiencies in the 

procurement/transportation/storage/generation/transmission system. 

 Complete the Electricity Tariff Review and Petroleum Review. 

 The Tariff Review cannot just review to the status quo – we have to assume the 

status quo  is broken.   

 The Tariff Review should identify key reform issues particularly on the core 

legislation associated with electricity pricing; Electricity Act, Electricity 

Commission and Electricity Concession Contract (ECC). 

 New Legislative Architecture which is simple and transparent.    

 
Legislative Review Process 

 It is recommended that the legislative review results in consolidation of the 

existing energy legal regimes into one consolidated framework. 

 It is recommended that this consolidated framework be represented as the Tonga 

Energy Act 2013 (TEA). 
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 TEA should promote a one stop shop for management of Tonga’s energy 

generation, distribution and consumption.  

 It is recommended that the consolidation reflect on existing divisions from the 

Acts together with the fresh executives of the TERM. 

 It is recommended that the TERM IU together with the Office of the Solicitor 

General develop a realistic timetable for this legislative review to be undertaken. 

 It is recommended that this timetable include a transitional strategy to allow for 

the existing regulatory obligations and ministry responsibilities to continue 

pending proclamation of the new Act. 

 

KRI 1- Legislative Impact Process 

 It is recommended that action to abolish and enact new legislation be undertaken 

as part of an incremental process utilising transition provisions within an energy 

reform Bill.  

 It is recommended that a key feature of the legislative review process be a 

regulatory impact assessment. 

 It is recommended that the key criteria supporting this process be a public 

benefits analysis.  

 It is recommended that the key features of this public benefits test include: 

o A reduction in the cost of electricity for the people of Tonga as 

reflected in their tariffs 

o A reduction in vulnerability of the Tongan Economy to oil pricing 

spikes 

o Increased competition in the generation of electricity 

o Increased investment in the Tongan Energy economy 

o Stronger knowledge management on energy system 

o Cleaner energy production- Increased access to energy 

 

Process for Legislative Review 

It is recommended that the following steps in the legislative review process be adopted 

1. Bill proposal – Tonga Energy Reform Bill (TER Bill) 

2. Regulatory impact assessment 

o Policy consistent with TERM 

o Public benefits test; as per terms reference in TERM C 

o Market transformation 

o Stakeholder support 

o Constitutional signoff 

3. Approval from TERM C 

4. Drafting process 

5. Cabinet approval  

6.  

7. King assents to TER Bill  

8. The Tonga Energy Act (TEA) effective 
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4.6.4 Regulatory  

 
 It is recommended that TERM IU completes an audit of the existing subordinate 

regulation within the Tonga energy sector 

 It is further recommended that as a result of the TERM implementation process 

that additional compliance or enabling issues be identified 

 It is recommended that the results of the audit and the identification of the 

additional regulation issues be compiled as part of the regulation pipeline 

 It is recommended that this regulation pipeline be subject to the proposed to a 

process similar to the legislative review process outlined previously. 

 

5. The Role of Donors  
 

The TERM process has been appropriately driven by the Government of Tonga in 

partnership with the donor partners. In the main this partnership has worked very 

effectively with the World Bank taking lead on behalf of other partners. In this regard 

the World Bank team of out Sydney lead initially by Wendy Hughes, Roberto Aeilio and 

Tendai Gregan have done a very professional job – faced by many frustrations they have 

pursued reform with commitment, innovation and patience. The role of the Lead Donor 

has not diminished in TERM process as the Donor interest on technology only 

deployment continues. However if the reform agenda is to avoid cargo cult or 

technology only propositions – increasing focus needs to be given to up scaling effort on 

‘orgware’  initiatives as set out in in the Introduction 1.5 above.   

 

The focus of the TISREEEP Report obviously sits consistently with the donor objectives.  

As demonstrated by this report, REEEP has been able to play an important facilitating or 

bridging role in assisting the lead donors deploy their development assistance. Other 

donors have assisted with good intentions and technical assistance. However this 

support has not always been as coordinated as it could have been. It is now encumbered 

upon the TERM IU and therefore the TERM C to play a much stronger role in 

coordinating donor effort. Aspects of this role are canvassed above in the analysis of the 

technical functions required within the TERM IU. Appropriately TPL needs to be 

included in the contemplation of additional generation and distribution assistance.  

6. The Role for the Private Sector 
 

A strong feature of the TERM is an increased role for the private sector. As the TERM 

implementation gathers momentum and the governance frameworks begin to erode 

regulatory risk, the opportunity for the private sector should escalate. In contemplating 

this opportunity, it is critically important that the TERM maintains a strong support for 
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establishing PPA off take arrangements. Unfortunately events associated with the Popua 

Solar Project were too advanced to allow for the project to embrace a PPA with TPL.  

 

However the TIS REEEP project has endeavoured with some success to support this PPA 

ambition with the proposed Vava’u Solar Project. The importance of achieving this 

ambition cannot be overstated. It is only with the introduction of these more 

commercial supporting tools that projects can become appropriately bankable and 

therefore of interest to the private sector.   

 

7. Risk to Implementation  
 

As it has been highlighted in the body of this Report, the five key risk to TERM include 

1. Failures to implement TERM through lack of existing government commitment, 

change of government, or removal of donor support. This can be mitigated 

against by expediting implementation. 

2. Failure to broaden the Reform Tent by not including key stakeholders such as 

TPL, other Government agencies, the private sector and most importantly the 

people of Tonga.  This can be mitigated against by broadening the consultation 

process, developing an awareness program and establishing clearly defining 

reporting lines at all levels of implementation. 

3. Removal of donor support. This can be mitigated against by proactive 

implementation particularly involving the achievement of milestones.  

4. Failure to appropriately coordinate all the compound aspects of this reform 

package e.g. allowing hardware deployment to overtake the important building 

blocks associated with PILR reform. 

5. Failure to adequately resource the TERM IU and transition it to a Ministry of 

Energy. This can be mitigated against through the development of a robust 

operation business planning process and associated reporting on financial and 

other milestones.   
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8. Conclusions and Recommendations  
 
This report successfully builds a bridge in the practical manner envisaged in the 

Introduction to the Report. It does so by setting an important context in which 

successful reform should be pursued. This context establishes the importance of an 

integrated approach to market transformation. This integration must ensure that the 

task deliver a stable reform foundation/the orgware in which to build in the technology 

or hardware together with the skills and knowledge incumbent from the software.  

 

In the two years since the TERM report was tabled in Abu Dhabi progress has been a 

little slower that the stakeholders particularly the Government of Tonga would have 

desired.  There are logistical and financial reasons for this delay however as the Report 

cautions actions now, there is need to be expedited.  

 

This report both in the narrative and in the presentation confirms some obvious steps 

which need to be embraced. In moving forward from this report TERM C should ensure 

that the work undertaken by TISREEEP is not duplicated with further studies and 

reports. The Reports view that enough work has been undertaken in analysing – it is 

now time for implementation and the pathway is clear. The appointment of a new TERM 

IU Director provides an excellent implementation platform to fast track the important 

reforms. 

 

The key lessons that the TERM exercises to date offers is as follows; 

 

 The value proposition associated with an Energy Road Map exercise. 

 The need to ensure that the road map exercise embraces a wider reform 

community – Governments, Donors, private sectors, NGO’s and civil 

groups. 

 The need to ensure a stronger awareness campaign particularly at the 

community level. 

 The need to ensure that the reform agenda appropriately balances and 

integrates the hardware, software and orgware components of the reform 

process. 

 The need to promote stronger Donor coordination. 

 The ability to establish a vision or a target for the makeup of the future 

energy economy. It is appropriate to be ambitious and it should be 

accepted that the target may not be met as is the case in Tonga. We have 

some 119 countries in the world that have established a target for 

transition to clean energy options. 

 The TERM process facilitates an understanding to vulnerability of 

developing countries and particularly island states to dependence on 

petroleum as the main energy source. 
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 The importance of robust policy frameworks, which allow governments 

such as Tonga to clearly establish and articulate their solution to 

economic environmental and social problems confronting their nation.  

 Importance of stakeholder coordination drawing together the good 

intentions, ambitions and skill sets on offer from donor organisations; and 

importance of ongoing reform to institutional structures and legal 

frameworks in facilitating the diversification of generation and 

commerciality for private sector interest.  

 

This report structurally traverses a clear purpose and a relevance to the objectives of 

the GoT and its key stakeholders. The focus of TISREEEP Report was to; 

 

 Provide to the broader readership insight into the ambitions, objectives and 

lessons learnt of the TERM.   

 Identify key implementation phases and the implementation agencies.  

 Identify the strategic issues which may impede or facilitate implementation.  

 Recommend a strategic framework to allow key steps in the transition to take 

place.  

 Some reflection on the role of the stakeholders and the importance of ongoing 

Donor co-ordination; and  

 Promote communication – conveying to the stakeholders particularly in Tonga 

the benefits and direction of TERM. 

 

The TERM confirms the need to promote a phased implementation. Whilst some 

progress has been achieved – implementation has been sporadic with changes in 

reporting arrangements and TERM-IU leadership and a lack of initial funding.  

 

This TISREEEP Report is tabled for the TERM C’s consideration. It is REEEP’s 

recommendation that it should remain a working document with the ability to amend 

key strategic issues and recommendations as the TERM C sees fit. 

 

For this TISREEEP Report, we would like to acknowledge the leadership offered by the 

TERM C. In particular the Report appreciates the leadership and friendship offered by 

‘Akauola and the TERM IU staff and most importantly Mona Taumoefolau for her 

contribution and professionalism. Finally enclosing we look forward to the incoming 

leadership of ‘Inoke Vala, who will offer the TERM a new and invigorated phase in 

leadership.  
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Annexure 1 –Tonga TERM Legislative Review 

 

Tonga TERM Legislative Review 

 

Terms of Reference 

 
Purpose  

 
The purpose of this communication is to recommend to the TERM C the proposed Terms 

of Reference (TOR) including timing for the requisite legislative review, which is 

derivative of the TERM Review and its recommendations.  

 

This recommendation has been developed in consultation with the Solicitor General and 

therefore has his support.   

 

Background and the TERM  
 

In June 2010, the Government of Tonga (GoT) published its Tonga Energy Road Map 

(TERM). The TERM serves as the guiding document for GoT actions and development 

partner support for the reform of the energy sector. The objective of the TERM is to lay 

out a least cost approach and implementation plan to reduce Tonga’s vulnerability to oil 

price shocks and achieve an increase in quality access to modern energy services in a 

financially and environmentally sustainable manner. 

     

The TERM is underpinned by the following key principles: 

 Least cost approach to meet the objective of reducing Tonga’s vulnerability to oil 

price increases and shocks; 

 Technical and institutional approaches to manage interruption and price risks; 

 Financial sustainability by ensuring that efficient costs of operating the energy 

sector, including regulatory, operations, maintenance, fuel and financing costs 

are recovered through the tariff; 

 Social and environmental sustainability by minimizing local social and physical 

environmental impacts and by aligning with global goals on climate change; and 

 Clear, appropriate and effective institutional, legal and regulatory frameworks 

that defines to roles of GoT, TPL and the private sector.  
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The TERM review process embraces a revised TIS REEEP Project10. This Project is 

summarised in the extract from the TIS Reference Report at Attachment A hereunder. 

Essentially as will be noted from Attachment A the main focus is on the Policy 

Institutional legal and Regulatory reform agenda (PILR). Obviously a key focus within 

this project will be the review or audit of the existing legislative framework and the 

recommendation as to the necessary legislative reform and the importantly from the 

Government’s Solicitor General’s perspective the timing of the necessary reform 

process.  

In considering the TOR and the TIS REEEP Project the Legislative review agenda will 

also need to accommodate the Cabinet approved Electricity Tariff Review and Petroleum 

Review. At the time of writing neither of these review exercises have been put out to 

tender by PIAC 11 in respect to the Tariff Review and the World Bank for the Petroleum 

Review. However this delay should not impede the TERM IU and the TIS REEEP project 

from getting a recommended Reform Agenda into a format that the Solicitor General, the 

TERM C and the key donors can support.  

 

SCOPE of the Legislative Review 

Given the reform nature of this exercise – it is incumbent to review all relevant aspect of 

the energy legislative and regulatory framework in Tonga. Some issues maybe irrelevant 

others relatively straight forward in terms of the reform process and some issues will 

require more considered surgery. Such surgery will need to be synergistic with the 

Government’s reform agenda and will need to be consistent to the Government’s policy 

position.  

In approaching this important reform process – any Terms of Reference must endorse 

agreed assumptions and these appear to be;  

Key Assumptions for the Legislative Review (LR)  

1. That TERM Report of July 2010 represents key GOT reform policy.  

2. As such TERM represents social, environmental and economic reform resulting in 

appropriate market transformation of the petroleum and electricity sectors  

3. The LR should be directed at facilitating within modern legislative frameworks – 

appropriate and ongoing market transformation in the energy sector.  

4. That modern legislative framework will promote the opportunity for structural 

efficiency in these sectors. 

                                                        
 
 
10 REEEP Renewable Energy -Energy Efficiency Program  
11 Pacific Island Advisory Centre  
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5. Structural efficiency will necessitate restructure of the institutional and 

administrative arrangements required to deliver this legislative package and; 

6. The key measurement of these reforms will be increased public benefit.   

  

TERM –Public Benefits 

 PB. 1 -A reduction in the cost of electricity for the people of Tonga as reflected 

in their tariffs.  

 PB 2 -A reduction in vulnerability of the Tongan Economy to oil pricing spikes.  

 PB 3 - Increased competition in the generation of electricity. 

 PB 4 - Increased investment in the Tongan Energy economy. 

 PB 5 – Stronger knowledge management on energy systems 

 PB 6 - Cleaner energy production. 

 PB 7 - Increased access to energy. 

 

1. Review Agenda  

This agenda should be initiated in parallel with the Electricity Tariff Review and 

Petroleum Review. Whilst these reviews may influence the final legislative package – we 

can realistically anticipate in this LR a number of the key findings. 

The focus and therefore the TOR of the LR should be on the following areas of the energy 

management;  

TOR 1. Petroleum - What Legal and Regulatory reforms will deliver on the agreed 

public benefits?  

The LR will consider specifically but not exclusively;  

1. Petroleum Procurement Arrangements.  

2. Petroleum Supply Arrangements – transport storage and distribution  

3. Petroleum Risk Management. 

4. Petroleum Pricing and review arrangements. 

5. Petroleum supply chain –ownership issues. 
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TOR 2 – Electricity - What Legal and Regulatory reforms will deliver on the 

requisite Public benefits? 

The LR will consider specifically but not exclusively; 

1. Private sector investment in new generation. 

2. Pricing review mechanisms. 

3. Review of the return models for GoT regulated assets. 

4. Transmission and distribution arrangements. 

5. The Off-Grid connection arrangements 

6. The need for renewable energy targets.  

7. Energy efficiency arrangements. 

8. The requisite connection standards. 

 

Review Outcomes  

The review will establish a recommended legislative reform framework e.g. Energy 

Reform Bill 2012 – a framework which will firstly deliver on the agreed term objectives 

and satisfy a public benefits test.  Secondly this framework will be consistent with the 

objective or reform purpose to reflect in a new energy regime appropriate modernity 

and simplicity of purpose.  

 

 

 

It is recommended that TERM IU and the TIS REEEP project proceed with the proposed 

TOR 1 and TOR 2 in consultation with the Office of the Solicitor General. It is further 

recommended that the TERM IU and TIS REEEP Project report to TERM C with a final 

recommendation on 1 June 2012.  

 

 

 

 

 

Existing 
GoT 

Legislation 

Review Process 
1. TERM –IU  
2. TERM C  
3. Solicitor General  
4. Donors  

 

Review Focus 
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Attachment A    

TIS REEEP Project – an extract  

Project Profile  

 
This TIS REEEP Project (‘project’) from inception was focused on strengthening of the 

policy, institutional, legal and regulatory (‘PILR’) frameworks associated with the 

adoption of renewable energy policy by the Government of Tonga (‘GoT’). 

Implementation of the project was delayed pending the development of a 

comprehensive plan by the GoT designed to give effect to a 50% Renewable Energy 

Target by 2012. The original purpose agreed between GoT and REEEP has now been 

given more relevance as a result of high level planning between GoT and its key 

partners. The derivative of this progressive planning initiative is the Tonga Energy Road 

Map (‘TERM’), which was tabled, in a final format in Abu Dhabi in June 2010 and all 

Development Partners including REEEP signed the Statement of Declaration. 

 

TERM has recently been reviewed by key stakeholders, including the development 

partners, and the consensus of this review was that the TERM should move to the next 

stage of implementation as soon as practicable and that the REEEP funding commitment 

agreed by TIS REEEP should continue to be allocated to the PILR activities. The Prime 

Minister and his Office are taking the lead on this implementation and will be REEEP’s 

implementing partner together with the re-established Term Implementation Unit 

('TIU'). For the purposes of the REEEP contract the Ministry of Finance will execute the 

contract and manage the banking arrangements. 

 

The outputs and activities of this Project will be facilitated through a TIS REEEP Team 

('TIS Team') including key government representatives and international consultants. 

The TIS Team will report to the PM's Special Advisor on TERM located with PM’s Office 

and the Ministry of Foreign Affairs. 

 

The project activities are in keeping with those originally agreed between GoT and 

REEEP: institutional reform, implementation issues associated with the renewable 

energy target and the advice as to relevant policy, legislation and enabling regulations. 

However, in the light of TERM conclusions and recommendations, the project focus has 

now been appropriately modified to give effect, in a more strategic planning sense, as a 

pathway to the TERM Indicative Implementation Plan (‘TIIP’) Phases 0, 1 and 2. 

(Annexure A). This original objective and modifications are now more comprehensively 

reflected in the outputs and activities set out hereunder. These modifications are 

endorsed by the all the Development Partners including the Australian Government 

(AusAid) and include the following: 
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 Given the nature of the PILR issues, this project now becomes a fundamental and 

threshold pathway on which the TERM will be delivered. (Annexure A) 

 TERM TIIP identifies as a key Phase 0 activity a comprehensive review and 

adjustment of Tonga’s PILR. The TIIP, as a high level analysis, does not however 

identify the strategic pathway or steps to Phase 0 implementation. That strategic 

pathway is the focus of this project. As set out hereunder it introduces three 

preliminary phases -3, -2 and -1.These TIS REEEP Phases fit within the broader 

TIIP as per Annexure A. 

 This project will produce, a Strategic PILR Framework as a pathway to Phases 0 

and 1 of TIIP. This Framework will draw together appropriately the PILR issues 

into a strategy focusing on process, timeframe and resource allocation. It will 

support the activities of the TERM Committee (‘TERM C') and confirm the 

rationale and operational role for a re-established TERM Implementation Unit 

(‘TIU’).  

 The key project activities (June – November 2011) will support preliminary 

engagement and advice to the GoT and the other key stakeholders, including 

development partners, auditing and evaluating existing Tongan PILR 

arrangements, planning for the activities of the TIU and consultation with the key 

Government Ministers and their agencies. An important preliminary activity will 

to develop a framework and scope for an electricity tariff review. This has direct 

relevance to the Project, as many of the issues are closely linked to existing and 

future PILR activities. The key project output will be a Strategic PILR Framework 

tabled with support of the TIS REEEP Team, the TIU, TERM C, TERM 

Development Partners, and the GoT (December 2011). This Strategic Framework 

will become the template for the Phase 0 adjustment activities.   

 The Strategic Framework will be essentially the operational plan for the TIU. The 

TIU will be funded with support from the Development Partners so as not to 

burden the budget of the Tongan Government with its limited resources. The 

initial focus of the Project and the TIS Team will be to develop, from within the 

Institutional Framework activities, a TIU Operational Plan structure, budget and 

funding strategies and options. Implementation of this plan by the TIU will be 

contingent on other donor funding either preceding Phase 0 or as part of Phase 0 

rollout.”  

Annexure A –Extract from TERM Report July 2010  

 

5.3 Indicative TERM Implementation Plan 

 

The Indicative Implementation Plan is consistent with the key principles set out above. Other 

factors considered in the selection and sequencing of investments includes: 
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 Prioritize actions and direct resources to implement the most urgent and cost-

effective steps first; 

 Use commercial technology; 

 Consistency with other national policies such as the Tonga National Action Plan 

on Climate Change Adaptation and Disaster Risk Management 2010 - 2015 – 

where energy initiatives will be consistent with, and supportive of, national 

efforts to address and respond to climate change, environmental issues and 

natural disasters. 

 Tonga is, relative to other PICs, quite constrained in terms of options for 

renewable sources for electricity generation. Nevertheless there are several 

technically feasible options. The Indicative Implementation Plan seeks to develop 

potentially feasible options to a level which will provide Tonga the flexibility to 

quickly adjust to developments in the energy sector occurring at both the 

international and national levels. This portfolio approach implies that where 

existing information or experience is inadequate for firm decision making, steps 

are taken to collect and interpret the information required, including through 

proof-of-concept projects. 

 In the case of IPP projects for which the project sponsor is seeking a price and 

risk allocation competitive with current variable cost of diesel generation, and for 

which no subsidy or GoT guarantee is required, a process of a negotiated power 

purchase agreement may be appropriate. TPL would need to seek the approval of 

the Electricity Regulator to pass through the cost of power purchases to 

consumers through the retail tariff. A level of transparency can be achieved 

through the regulatory review process. 

 

The Indicative Implementation Plan is designed to fast-track those components of the 

TERM for which sufficient data are available, to accelerate data collection for those 

components that cannot be implemented without some upgraded information and to 

implement demonstration or “Proof of Concept” renewable energy plants to facilitate 

the work out of unknown and potential full- scale implementation constraints. 

 

5.3.1 Activities and Responsibilities 

 

The Indicative Implementation Plan is divided into three phases. Phase 0 defines the 

most urgent steps that should be undertaken without delay, including policy, 

institutional, legal, data gathering actions as well as some investments. Phase 0 activities 

should be considered a priority in terms of allocating funding whether from 

Government, private sector, sector revenues or development partner support. Phase 1, 

which can proceed in parallel with phase 0, includes works designed to gather sufficient 

information and experience about each possible option to allow subsequent firm 

decision making. Phase 2 will be initiated when all policy, legal, regulatory and 

institutional adjustments have taken place and when data and experience from the 
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phase 0 and phase 1 activities is sufficient to define the full-scale developments of 

renewable energy and other actions to reduce the use of imported fuel are implemented. 

Non-investment elements of Phases 0 and 1 could be completed within 18 months. All 

investments and new programmes in Phases 0 and 1 should be launched in the same 

time frame. At least 12 months of operational data and experience generated from the 

Proof-of-Concept investments would be recommended before embarking on Phase 2. 

The combination of Phase 0 and Phase 1 activities will result in a reduction of diesel use 

for generation, relative to the Do Nothing (no efficiency improvement) / Business As 

Usual (all diesel) scenario, of about 25%. 

 

The “proof of concept” projects – i.e. the first solar PV and the first CNO project – would 

be considered eligible for subsidy in the form of grant financing because a significant 

element in the project motivation and design is related to learning and data gathering 

with the objective of understanding the constraints and opportunities for future scaled-

up application with commercial financing contribution as expected in Phase 2. 

Ownership of the proof of concept projects would remain with Government. However 

private sector would be contracted to provide operation, maintenance and training in 

the initial years. 

 

The items noted in the following sections represent the core activities for 

implementation of the TERM. As each activity is further defined there will undoubtedly 

be many additional related activities that will be important in maximizing the benefits of 

the TERM. For example as a result of the Off-grid programme, DSM programme, a 

consumer-owned generation programme (if that is determined to be feasible), and a 

range of other activities, there will be many opportunities for Tongan private sector 

entities to participate in the implementation. Some of these will lend themselves to 

support mechanisms via targeted funding, or through regional entities. 

 

Phase 0 

 

The key activities for Phase 0 are: 

 Recommendations from the Petroleum Supply Chain Study are considered by 

GoT and decisions made on implementation; initial activities launched; 

 Institutional, legal, policy and regulatory updates for petroleum and electricity 

implemented; 

 Data gathering activities and data collection and monitoring system in place; 

Environmental screening of the TERM to identify environmental considerations 

of the planned activities in the TERM 

 Analysis of environmental change impact on Tonga to identify any risks to long 

term safety and security of energy infrastructure; 

 Initial end use efficiency / DSM programme launched and development of data 

and analysis to design and implement more extensive end use efficiency 

programme underway  



 52 

 Off-grid programme launched; 

 Necessary TPL investments for safety, data acquisition and improved efficiency 

launched;  

 Tonga Green Incentive Fund launched (refer to Annex 2). 

 

GoT Actions and Responsibilities. A permanent institutional arrangement will be 

established to manage, coordinate, monitor and report on the TERM implementation. 

Coordination of the various components of the TERM will require frequent interaction 

among the various agencies planning and implementing policy, legal and regulatory 

changes and projects. As an example, a project monitoring and coordinating committee 

(PMCC) will be designated. This will be the recently-created Tonga Energy Road Map 

Committee (mentioned in Section 2), with expanded participation. The committee will 

be Chaired by the Head of the Civil Service, and include all CEO’s of the GoT agencies that 

will be impacted by the TERM (electricity and petroleum) and TPL. The TERM-C will 

meet monthly with a six-monthly mechanism to involve development partners and 

other interested entities. 

 

A full-time Road Map Coordinator will be retained and will head an Implementation Unit 

(IU) that will also provide secretariat services to the TERM-C, with additional specialist 

support as needed, for a period not less than five years. The IU will be funded externally 

of GoT through one of the GoT Development Partners and remain politically 

independent The Road Map Coordinator will undertake the day-to-day management of 

all aspects of the TERM, reporting on a monthly basis to the TERM-C. The IU would need 

to carry out, inter alia: 

 Selection and supervision of specialist consultants to undertake the reviews of 

policy, regulatory and legal issues precipitated by the TERM; management of 

outreach and consensus-building to institute essential changes with relevant 

ministries and agencies. 

 Assisting of the establishment of the Government of Tonga institutional 

arrangements and processes that allow for ongoing GoT institutional support for 

TERM implementation, beyond the IU’s anticipated five year period. 

 Coordination of the establishment of a network of weather stations to collect 

solar and wind data in sufficient detail to support future development of these 

resources. Management of the installation of one and possibly two towers to 

monitor wind at least 40m above the ground, including moving towers to 

increase coverage of the wind records as needed. Adaptation as needed of the 

existing weather data monitoring systems to ensure data quality for the TERM. 

 Coordination of the upgrading of the Tonga biomass resources database in 

support of the CNO project. 

 Coordination of the assessment of the Landfill Gas Resource. 

 Coordination with TPL on all loss reduction programmes and facilitation of the 

involvement of the Government and financing sources when national priorities 

supersede TPLs’ perspective on specific loss reduction projects. 
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 Establishment of institutional arrangements and launch the implementation of 

the DSM programme, including essential funding mechanisms. 

 Establishment of all reporting systems and protocols including the project 

management systems to ensure a real-time understanding of all activities. 

 Coordination of the creation of a database of data to support the TERM including 

the collection, maintenance and analysis of data, the design of a widely accessible 

computerized system with graduated access to allow for limiting access to 

sensitive information. 

 Ensure any major development complies with the Environmental Impact 

Assessment Act 2003. Additionally, coordinate an assessment of the vulnerability 

of Tonga's energy infrastructure, with attention paid to the impact of 

environmental change. With the goal of ensuring that design and implementation 

will limit disruptions and ensure a safe supply, the analysis will include, for 

example, the effects of coastal erosion, flooding, and potential increased storm 

activity on energy system components such as transmission, storage facilities and 

generation sites. To understand the cost/benefits of 'environment proofing' 

infrastructure, an assessment of the economic cost of projected disruptions will 

be included. This study can be facilitated by the Ministry of Environment and 

Climate Change, though the findings would be implemented through the TERM. 

 Coordination with Department of Environment to undertake environmental 

screening of the projects proposed under the TERM 

 Selection and supervision of specialist consultants to design the mechanism for 

the Tonga Green Incentive Fund, coordinate consensus-building among potential 

funding agencies, identify and recommend a Fund Manager, work out 

mechanisms to access existing carbon financing / CDM for energy efficiency, 

consumer-owned RE, grid RE, TPL efficiency improvements beyond regulated 

ones. This is an essential step in preparation of Phase 2 projects.  

 Coordination of the establishment of the Government-owned entity that would 

own renewable energy projects and establish the interaction between the entity 

and TPL. 

 Provision of top-level management to establish the implementation 

arrangements for the off-grid electric systems upgrade and extension project. 

 Maximize the value of the work to Tongan staff through the provision of 

seminars, training programmes and the counterpart involvement of individuals 

throughout the assignment. 

 Liaise directly with the Development Partners and provide updates and reports 

on the implementation of the TERM. 

 

TPL Actions and Responsibilities. TPL will be a major partner in most parts of the 

TERM. TPL will be responsible for the essential loss reduction programme on the TPL 

grids and, as the off- grid system manager for launching and operating the new off-grid 

programme. A full-time TPL Road Map Project Manager (RPM) will be retained. The 

position is expected to be for three years and the individual would work inside TPL. The 
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individual might best be contracted from an engineering firm that would also provide 

additional ad-hoc support from specialists to advise and assist with certain renewable 

technologies, the preparation of bid specifications, requests for proposals, bid 

evaluation and other time-critical activities. The RPM would assist TPL with an 

efficiency audit and procedure review, the selection and installation of SCADA on all four 

grids, the addition of associated new meter systems and the protocols for data collection 

and data management. To the extent needed, TPL might call on this support to assist in 

the management of the village reticulation upgrade project and some of the loss 

reduction projects. 

 

In order to retain the maximum benefit from the RPM, TPL should work with the RPM 

and his/her specialist support team to provide training for TPL staff at all stages. TPL 

should also arrange for key staff to be given extended training in all aspects of project 

and contractor management. 

 

Phase 1 

Key activities for Phase 1 are: 

 Implementation of second-generation end-use efficiency / DSM measures; 

 Implementation of up to 1 MW on-grid solar PV on Tongatapu and at least one 

other island grid, including components covering centralized, decentralised and 

battery storage. Operation, maintenance and training contract in place. 

 Implementation of a Proof of Concept Coconut Oil (660,000l/yr.)  

 Project operation, maintenance and training contract in place. 

 Implementation of Landfill Gas IPP (if resource proved in Phase 0). 

 Review of initial experience with petroleum financial risk management and 

 Implementation of modifications as required.  

 Transaction advisor for Phase 2 projects selected. 

 

Phase 1 Solar PV Project. While detailed design will require more detailed solar 

insolation data, the data currently available are sufficient to confirm the feasibility of 

solar PV in Tonga. As the possibility of alternatives (e.g. wind, CNO) remains open and 

will be explored in Phases 0 and 1, the first solar PV project should be sized to gain real 

benefits in terms of experience and early displacement of diesel, but not so large that it 

excludes the possibility of alternatives, particularly wind as a “competing” intermittent 

source, should these prove viable and more cost-effective. The objectives of this project 

would be to (i) gain experience with an intermittent energy supply on the main grid(s), 

(ii) gain experience with both centralized and decentralized intermittent input to the 

grid, (iii) gain experience with solar PV-battery storage combination at the utility level. 

The installation will generate up to about 1,577,000kWh annually, displacing 

approximately 3.5% of projected diesel usage for 2010. 

 

To achieve these objectives, the concept involves three sub-projects 

1. Installation of some centralized solar PV on at least two of the TPL grids, 
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2. Installation of several solar panel arrays in decentralized locations, e.g. on 

existing government buildings and 

3. Implementation of a centralised sub-project with a battery storage component. 

 

It is expected that the decentralised sub-project would be on Tongatapu and the 

centralised plant with storage would be on either Ha’apia or ‘Eua. Full feasibility, design 

studies, and environmental and social impact assessments will be conducted. The whole 

process from design through contracting, commissioning, operation and maintenance 

will be designed to maximize the learning at TPL. The implementation would be 

supervised by TPL with assistance from the RPM. The Road Map Coordinator will 

monitor the progress. 

 

Phase 1 Coconut Oil Project. The objectives of this project are to i)generate real data 

regarding the price at which coconuts will be supplied reliably for electricity generation; 

and ii) gain experience with the coconut supply chain and integrated CNO processing 

system. 

 

The proof-of-concept installation for Tongatapu would be based on about 20% of the 

estimated available (unused) nuts already produced annually on Tongatapu. The facility 

would produce 660,000 litres of coconut oil equivalent to approximately 600,000 litres 

of diesel or 10% of the forecasted fuel consumption of TPL’s MaK generator. The meal 

(press cake) produced possibly has a market value as animal fodder which could be 

determined as part of the project. The implementation (i.e. the feasibility and design 

studies, and environmental and social impact assessments and the tender process) 

would be managed by TPL with assistance from the RPM. The Road Map Coordinator 

would provide oversight and monitor the progress. 

 

Landfill Gas Project. This project will proceed only if the resources are verified in Phase 

0. If the gas is deemed adequate, feasibility, engineering and environmental and social 

impact assessments studies will be undertaken. The objective of this project would be to 

i) provide an alternative, lower cost source of fuel to displace diesel use in power 

generation (up to about 300kW installed; 680kW-h displacing approximately 1.6% of 

projected diesel usage for 2010); and ii) to demonstrate the process of a transparent, 

competitive IPP tender process. 

 

As the technology is well understood and the estimated costs of this project suggest that 

it would compete with diesel-fired generation without any subsidy, this project could be 

a good candidate for an initial IPP supplying either base-load or peaking power to TPL. 

Depending on the implementation mechanism selected, the Road Map Coordinator and 

RPM would coordinate the implementation through to commissioning. They would also 

be responsible to identify and undertake such work as may be needed to ensure a 

landfill gas can be undertaken at the new Tapuhia landfill sites with minimum 

investment. 
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Operation and Maintenance Contracts. The solar PV and coconut projects will be 

owned by Tonga. The Road Map Coordinator and/or the RPM would be responsible to 

design and prepare specifications and manage the process of getting in place an O&M 

contractor for at least three years. The contract would include the obligation of the 

contractor to provide fully trained Tongan operating staff by the end of the contract. 

 

Phase 2 Transaction Advisors. Towards the end of Phase 1 as the experience and data 

gathering from measurements and data gathering equipment makes it possible to define 

the first Phase 2 project, the Road Map Coordinator, with assistance from the RPM, 

would be responsible to prepare TOR and select transaction advisors to assist the 

Government in managing the first Phase 2 IPP process. 

 

If a suitable wind resource is proven during Phase 0, it is recommended that wind-based 

generation project be delayed until at least 6 months of operating experience of the grid- 

connected solar PV intermittent electricity supply be fully evaluated before another 

project supplying intermittent energy is launched. 

 

Phase 2 

The specific investment projects for Phase 2 will be defined based on the data and 

experience gathered during Phases 0 and 1. Phase 2 actions will include: 

 A formal analysis of the data and findings from the Phase 1 projects. In particular, 

the success of the loss-reduction programmes and the DSM programmes should 

be assessed to identify shortfalls on target energy reductions. The recent load 

demands should be assessed by the side of the then-current load forecast and 

new forecast prepared to drive the needs and timing of ongoing sector 

development. The successes and problems with each of the Proof-of-Concept 

project will need to be carefully evaluated to determine if the problems are 

determined to be too difficult to resolve or some design change or other 

modification in the process will overcome them. New grid system performance 

data will need analysis to confirm what measures need to be taken and new 

technology added to ensure that the most practical renewable energy alternative 

can be successful integrated. Any promising (but not yet commercial) 

technologies that have generated a track record in Tonga or elsewhere during the 

Phase 0 and 1 implementation period, could be evaluated at this point and 

considered for inclusion in Phase 2. 

 A very important activity during Phase 2 will be to “institutionalize” the data 

collection systems set up during Phase 1. The value of databases is often to be 

found in their longevity and continuity so as the Tonga economy and energy 

systems develop, the best data on what can be expected in weather, ocean 

regimes and electric system performance will ensure that Tonga’s continuing 

efforts to use its’ indigenous energy resources can progress in as timely a manner 

as possible. 
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 A full-scale development of renewable energy projects on an IPP basis, utilizing 

the Tonga Green Initiative Fund discussed in section 4 and in Annex 2 and 

designed and established in Phase 0. Selection of the sequencing of the Phase 2 

projects will be determined based on the key principles of the TERM, set out at 

the beginning of this section. Depending on the experience with the decentralized 

PV sub-project, and the improved assessments of the cost of wind and coconut-

based electricity generation, phase 2 could include a programme of consumer-

owned, decentralized PV generation. 

 

Development partner involvement at the design stage of the tender process for each 

Phase 2 project will be needed to confirm the level of subsidy available through the 

Tonga Green Incentive Fund, which in turn will influence the size of the installation 

specified in the tender. All reasonable preparations regarding financing modalities and 

implementation, feasibility and environmental and social impact studies, will have been 

pushed as far as possible during Phase 1 so that the first IPP tender in Phase 2 can 

commence as quickly as possible. 

 

5.3.2 Indicative Costs, Sources of Funding, Key Indicators 

The following table provides an initial indication of the anticipated sources of financing 

for the key TERM activities. All financing would be subject to the normal project 

preparation and due diligence activities of the funding agencies. Amounts of available 

funding are still under discussion and inclusion in the table does not imply that the 

indicated funding sources are committing to cover the full estimated cost of the activity. 
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Annexure 2 - TISREEEP Presentation Pack 
 
 
 

 
 

 
 
 

This Presentation  

Only three objectives; 

 Establish the rationale and importance of the 

TISREEEP Project. 

 Identify the Key Strategic Issues as to TERM 

Implementation on Policy Institutional Legal 

Reform ( PILR) 

 Table a Practical  Implementation Agenda 

- for comment- input by TERM C. 

 
 


