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AN EVEN GREENER ENERGY MATRIX 

Historically, El Salvador has had  an energy generation structure highly dependent on petroleum 

products, such as diesel and bunker, reaching almost 50% in installed capacity by 2013 (exactly 

49%, according to the document entitled "El camino del cambio de la matriz energética en El 

Salvador" issued by the National Energy Board - CNE); which has greatly impacted the 

variation, mostly upward, in energy prices paid by the end user, especially in seasons where 

hydroelectric generation (second source of power generation) is diminished by purely natural 

factors. 

Despite this, and as a result of competition operating in the electricity sector from the market 

opening in the late 90s, you will not find the most expensive electricity in El Salvador, a country 

in the Central American region, being overtaken by Honduras and Nicaragua, where the price 

paid per kilowatt/hour in the commercial and industrial sectors exceeds the amount paid for 

such utility/resource in the country. 

In recent years, however, there have been significant changes in the regulatory framework of 

the electricity sector in El Salvador. In 2008 the "Fiscal Incentives Act for the Promotion of 

Renewable Energies in Electricity Generation" (Fiscal Incentives Act) came into force, in 

response to the need for a law that promotes the use of renewables in electricity generation 

(hydro, geothermal, wind, solar and/or biomass), and that in turn allows investments that enable 

sustainable development projects that use this type of resources available in the country; but it 

is until 2012 that the necessary reforms in the Regulation of the Electricity Law and the 

Applicable Regulations for the Activities of power trading, allowed the entry of companies 

generating energy using renewable resources to the Salvadoran market. 

The Fiscal Incentives Act establishes that people who hold new investments in new projects to 

install plants for power generation using renewable energy sources, after fulfilling certain 

requirements, will enjoy tax benefits and incentives such as: (i) exemption of payment of 

Customs Duties to import machinery, equipment, materials and supplies for the implementation 

of projects; (ii) exemption from income tax; and (iii) Total exemption from all taxes on income 
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derived directly from the sale of "Certified Emission Reductions" (CERs), under the Clean 

Development Mechanism (CDM) or similar carbon markets, obtained by qualified and benefited 

projects under the said Act. 

The aforementioned regulatory changes allowed in 2012 a tender called by the electricity 

distributors operating in the country, under the supervision of the General Superintendence of 

Electricity and Telecommunications (SIGET), for the procurement of 355MW of power and all 

associated energy, having as conditions, among others, the exclusion of offers using bunker or 

diesel to generate power. The result of this tender was the award of 335MW to a company that 

will install the first natural gas power plant in Central America. 

The result seemed to enthuse distribution companies that in 2013, launched a first small-scale 

tender of 15MW of renewable energy, addressed to small producers with solar photovoltaic 

technology, including residential producers; small hydro and biogas plants that are connected 

directly to distribution networks; and then a tender only for the solar photovoltaic and wind 

resources, for the procurement of 100MW in wholesale market for a period of 20 years. 

Both tender processes can be qualified as successful, as they resulted in the award of 

106.36MW of a total 115MW tendered initially, which were distributed in 35 different energy 

projects generated from renewable resources, expanding significantly the country's energy 

matrix, therefore the CNE estimates that by 2018, El Salvador will have a power generation 

structure that would only depend 15% on petroleum products, thus becoming greener. 
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