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PART I:  PROJECT IDENTIFICATION                                                        
GEFSEC PROJECT ID[footnoteRef:1]: 4133 [1:     Project ID number will be assigned initially by GEFSEC.] 

GEF AGENCY PROJECT ID: P117225
[bookmark: Text217]COUNTRY(IES): Burundi
PROJECT TITLE: Burundi Energy Efficiency Project
[bookmark: Dropdown12]GEF AGENCY(IES): , , 
OTHER EXECUTING PARTNER(S): REGIDESO
[bookmark: Dropdown13]GEF FOCAL AREA (S): ,,  
[bookmark: Text229]GEF-4 STRATEGIC PROGRAM(S): CC-SP1, CCSP-3
NAME OF PARENT PROGRAM/UMBRELLA PROJECT: West Africa Energy Program 
A. PROJECT FRAMEWORK  
	Project Objective:  To remove barriers to Burundi's low-carbon development by improving the efficiency of the electricity system and promoting small hydro development.

	Project Components
	Inv, TA, or STA**
	
Expected Outcomes
	
Expected Outputs 
	Indicative GEF Financing
	Indicative Co-financing*
	
Total ($)


	
	
	
	
	($)
	%
	($)
	%
	

	Burundi GEF Energy Efficiency Project (co-financing)
IDA Burundi Multi-Sectoral Water and Electricity Project– Component 1: Electricity[footnoteRef:2]  [2:    Subcomponent 1(a) of this project focuses on supporting increasing thermal  generation by 5.5 MW during peak hours.  It is included in the full project submitted to the World Bank’s Board, but is excluded from this GEF PIF as it is not considered relevant co-financing as itdoes not contribute to the Global Environmental Objective.] 




	Sub-component 1(b): Rehabilitation of transmission and distribution network
	inv
	Improved security, reduce d outage times and increased quality and efficiency of supply in the national grid
	Reduction of technical and non technical losses from 24.4% to 18% 

Priority investments in selected 110 and 70 KV transmission substations financed.

Identified priority rehabilitation investments in 30 kV Substations (distribution) financed.
	0
	0
	16,800,000
	100
	16,800,000

	Sub-component 1(c): ) Pre-feasibility and feasibility studies of small sized hydropower plants
	TA
	Removal of barriers to adoption of  small sized hydro power generation
	An initial scoping study of  prioritized 6-8 sites conducted; 

Pre-feasibility studies of the identified promising sites carried out

Feasibility and bidding documentation of the two most-highly evaluated candidates from the previous phase completed.
	0
	0
	1,500,000
	100
	1,500,000

	Sub-component 1(d): Improved Revenue Collection
	inv
	Increased revenue for REGIDESO
	Number of prepayment meters installed

Billing and client management systems updated

Strengthened incentives for end-user energy conservation
	0
	0
	2,300,000
	100
	2,300,000

	Sub-component 1(e): Demand Side management program

	1(e) A Distribution and Promotion of Compact Fluorescent Lights (CFL)

	1(e) A1 Distribution of compact fluorescent lights (CFL)
	inv
	Reduced demand growth and supply deficit in Burundi
	Energy Efficient Light bulbs distributed to the Burundi Electricity consumers
	400,000
	50
	400,000
(IDA + consumers)
	50
	800,000

	1 (e) A2 Development and implementation of media communication and public awareness for energy efficient light bulbs     
	TA
	Marketing and promotion plan developed and implemented

Consumer awareness plan developed and implemented 
	Training of private market players (importers and distributors, retailers), professionals and project agents

Consumer information campaigns carried out for energy efficient lighting, Solar Water heaters and efficient air-conditioners. 

Continous Advisory support during first two years of program.

	330,000
	66
	170,000
(IDA)
	34
	500,000

	1(e) A3 Technical and managerial capacities building  
	TA
	Capacities of the project unit and key public agents enhance

	Training to increase technical and managerial / organizational capacities of the project unit

Workshops carried out to raise awareness of government agencies (ministries, regulatory and inspection entities), standardization institutes 

Appropriate policy & regulatory framework for CFL distribution developed
	170,000
	46
	200,000
(IDA)
	54
	370,000

	Sub-Total GEF Component 1(e) A
	
	900,000
	54
	770,000
	46
	1,670,000

	1(e) B, Utility Energy Audit
	TA
	Improved understanding and implementation of energy efficiency improvements
	Energy audit of the electricity supply system completed

Small investment package for energy efficiency designed
	140,000
	28
	360,000
	72
	500,000

	1(e) C Promotion of energy efficiency (EE) investments by large consumers

	1(e) C1
EE advice to large public institutions, commercial and industrial consumers
	TA
	Improved efficiency of Energy use for Burundi’s Commercial, and large public users
	Local advisory services for large Energy users including targeted support to replacement of lighting fixtures, introduction of Institutional Solar Water heaters and energy efficient air-conditioners

A locally adapted  model for sustained EE advice will be piloted 
	400,000
	50
	400,000
(IDA + Private sector)
	50
	800,000

	1 (e) C2 Develop national guidelines for application of EE technologies in new housing and commercial real-estate
	TA
	Detailed EE Guidelines developed for application in Burundi  Building code, and input to future policy and reform 
	Application guidelines developed for energy efficient lighting, appropriate EE building code and use of SWH and air-conditioner technology
	200,000
	50
	200,000
(IDA)
	50
	400,000

	Total GEF component 1(e) C
	600,000
	50
	600,000
	50
	1,200,000




	A3.3. Project management
	
	178,180
	30
	400,000
	70
	578,180

	Total project costs
	
	1,818,180
	5
	22,730,000
	95
	24,548,180


[bookmark: OLE_LINK1][bookmark: OLE_LINK2]           *   List the $ by project components.  The percentage is the share of GEF and Co-financing respectively to the total amount for the component.
        ** TA = Technical Assistance;  STA = Scientific & technical analysis.


B.   INDICATIVE FINANCING PLAN SUMMARY FOR THE PROJECT ($)
	[bookmark: OLE_LINK4][bookmark: OLE_LINK5]
	Project Preparation* 
	Project 
	Agency Fee
	Total

	GEF 
	0
	1,818,180
	181,818
	1,999,998

	Co-financing 
	0
	22,730,000
	
	22,730,000

	Total
	0
	24,548,180
	181,818
	24,729,998


        *   Please include the previously approved PDFs and planned request for new PPG, if any.  Indicate the amount already approved as  footnote here and if the GEF funding is from GEF-3.

C.   INDICATIVE CO-FINANCING FOR THE PROJECT (including project preparation amount) BY SOURCE and  BY NAME  (in parenthesis) if available, ($)
	
Sources of Co-financing 
	
Type of Co-financing
	
Amount

	Government (Including Regideso, for GEF Component)
	
	490,000

	IBRD/IDA (MSWEIP Project Component 1)
	Grant
	21,600,000

	Equipment Importers, Distributors and large commercial consumers (for GEF Component)
	
	290,000

	Consumers (payment)
	In Cash
	350,000

	Total co-financing
	
	22,730,000



D. GEF RESOURCES REQUESTED BY FOCAL AREA(S), AGENCY (IES) SHARE AND COUNTRY(IES): 
Not applicable


PART II:  PROJECT JUSTIFICATION

A. STATE THE ISSUE, HOW THE PROJECT SEEKS TO ADDRESS IT, AND THE EXPECTED GLOBAL ENVIRONMENTAL BENEFITS TO BE DELIVERED:  
Electricity Sector Issues
During the years of civil conflict, the electricity access rate in connected areas halved as the urban population doubled, while the number of REGIDESO’s customers remained barely unchanged.  Less than two percent (2%) of the country’s households currently have electricity service in their homes.  The average consumption of electricity in Burundi is among the lowest in Africa at 23 kWh/cap/year.  
Gap between energy supply and demand.  Due to the inability to expand generation during the conflict, Burundi’s available electricity generation capacity is severely constrained and is likely to remain so in the short-term.  The supply deficit varies between 12.9 MW during the wet season and 23.5 MW during the dry season (See chart).  This deficit may reach 22MW and 34 MW respectively during the wet and dry seasons by 2014, at which point substantial generation capacity could be added through the Kabu 16 and Rusumo Falls/Rusizi III (Regional) hydropower plants.  The impact of power cuts was identified in the Interim Strategy Note (ISN, 2006-2007) as one of the important hurdles to economic growth. In early 2009 the reservoir of the largest Hydro power plant, Rwegura, was essentially depleted due to (i) over production to stem the supply deficit; (ii) less rainfall than usual and; (iii) severe deforestation in the reservoir catchment area due to unsustainable forestry activities related to the conflict and settlement of IDPs. This led to introduction of scheduled load shedding throughout the country starting in January 2009 (with load shedding only in the night time) developing to severe load shedding during in the dry season (July to September).  Demand for electricity is expected to continue to rise steadily as the economy improves, returning refugees re-establish themselves, and standards of living increase.  Peak demand occurs during the evening hours and emanates mainly from household lighting needs.  

[image: ]
Demand/Supply Balance, during Wet season without project investments.

Sources of Supply.  Electricity is generated almost exclusively through 7 hydroelectric plants with a combined installed capacity of 30.6 MW (equivalent of 95 percent of the total capacity of 32.2 MW among 27 existing hydro plants).  The two main plants each have installed capacities of 18MW (Rwegura) and 8 MW (Mugere) respectively.  REGIDESO produced 87 GWh in 2004 and imported 73 GWh from the hydropower plants built downstream of Lake Kivu on the border between Democratic Republic of Congo and Rwanda. The total annual supply of electricity was 188.8 GWh in 2007, a 28 percent increase from 2006 due to considerably higher rainfall than experienced during the 2004-2006 regional drought that nearly depleted the reservoirs.  The reliability of the hydroelectric supply is affected by lack of available funding for maintenance of both national and regional plants, and the need for replacement capacity to allow for extended maintenance outages. Supply reliability is further hampered by a severely dilapidated electricity grid in urgent need of repair. The absence of key system protection and control functions make outages more frequent and take longer to address. 
To address the rapidly increasing demand for electricity, the Government has opted to rapidly develop the country’s domestic hydro potential and to launch a loss reduction and fraud prevention campaign in the system, and demand side management measures including installation of compact fluorescent lights on a large scale to limit peak demand.  In the medium- and long-term, the Government is planning the construction of the Mpanda plant (10.4 MW) and Kabu 16 (20 MW) by 2014.  In parallel, Burundi is participating in the Rusumo Falls and Rusizi III regional hydropower development (60 and 82 MW respectively).  Finally, given the extremely low service coverage rate (less than 2 percent of the population), the Government is planning a large electrification program to reach nearly 25 percent of the population by 2020. The expansion of access will remain constrained in the short-term, given the severely dilapidated electricity grid in urgent need of repair, until new large scale hydro-power generation is in place.
Future Projects.  Consistent with the long-term strategy of maximizing hydropower generation, a number of regional hydroelectric projects are being considered by the Government of Burundi. However, the technical and especially the financial feasibility and the sources of financing of these projects have yet to be confirmed. 
Service Issues.  Due to the lack of maintenance and the supply deficit described above, the quality of service and operations is currently insufficient, with an estimated 48 GWh in combined technical and non technical losses for 2007, representing 24.4 percent of total supply.  Technical losses make up a large portion of these losses given the poor condition of the network, high voltage and medium voltage stations, and low voltage distribution posts.  The number of power interruptions is high both on low voltage and on the HV/MV backbone network. The quality of the electricity that is delivered suffers from poor frequency and significant voltage deviations estimated to be greater than the normal 10 percent below and above 220 Volts.    
A preliminary survey conducted in Burundi during the IDA MSWEIP preparation has led to the following conclusions:
•	the residential sector is the main responsible for the peak load. 
•	household equipment in Burundi is generally of low energy efficiency standard, including air-conditioning, refrigeration and lighting equipment.
•	most light bulbs used by households are incandescent mostly with rated power of 40 W and 60 W with some fluorescent tube lights being used mainly for security and room righting. Efficient light bulbs when available are of low quality, and cannot withstand the high voltage fluctuations to which the Burundi grid is subject.
•	the lighting market is not structured and products and brands are imported from various countries. Air-conditioners are not subject to any regulation and the procurement of equipment is guided by low cost practices. 
Due to the years of conflict no government energy efficiency programs had been launched prior to the preparation of the IDA MSWEIP. As a result, energy efficiency is facing barriers at all levels in Burundi due to the lack of an effective political engagement to promote energy efficiency both on the supply and demand side, the lack of an enabling environment for energy efficiency industry, the lack of policy instruments to promote energy efficient products, limited availability of financing, the low cost of inefficient (second-hand) equipment combined with the low income of most households and the lack of education of decision-makers, consumers, and equipment suppliers on energy efficiency.

The IDA MSWEIP Components (Co-financing)

1(a) Operational subsidy for thermal generation of electricity (US$7.9 million).  The project will support the operation of the existing thermal generation plant, which will add 5.5 MW capacity to the system during peak hours, by providing funding to procure diesel fuel lubricants and critical parts for an average 8 hours per week-day operation over three years. The three year period will allow REGIDESO to address part of the existing energy deficit, especially during the dry seasons, while it develops additional hydropower capacity in the short-to-medium-term through micro-hydropower plants.  The funding would be in the form of a declining yearly subsidy (100 percent in the first year, 75 percent in the second year, and 50 percent in the third year).

1(b) Rehabilitation of transmission and distribution network (US$16.8 million). The electricity network in Burundi has received limited attention during the conflict and is now in desperate need of reconstruction and repair. Due to the lack of basic protection and control functions there is a significant risk that supply may be interrupted to parts of the network for prolonged periods of time as spare parts and transformers are not readily available. The project will finance urgent investments in the transmission and distribution system as identified by REGIDESO and consultants in a recent review of rehabilitation needs. When completed, the rehabilitation will improve security, reduce outage times, improve efficiency and increase quality of supply in the national grid. The investments will re-establish the back-bone grid supply function paving the way for future access expansion.

1(c) Pre-feasibility and feasibility studies of small sized hydropower plants (US$1.5 million). To minimize the need for expansion of costly thermal generation capacity to supply the short and medium-term demand growth, the project will finance a study in three phases: (i) an initial scoping of the most promising 6-8 sites identified in a 1983 study[footnoteRef:3] of Hydro Generation options; (ii) Pre-feasibility studies of the most promising sites; and (iii) detailed feasibility and bidding documentation of the two best evaluated candidates from the previous phase. The plants would be of run-of-the-river type, thus not requiring any major dam works and could therefore be realized with limited environmental impacts in approximately two years. Small sized hydropower generation offers a credible low-cost alternative to bridge some of the expected medium-term supply deficit before larger hydro developments such as Kabu 16, Rusizi III and Rusumo falls can be made operational.  [3:  The study identifies 14 sites suitable for Run-of-the-river operation with an installed capacity between 1 and 7.5 MW.  “Etude du Développement des Ressources Hydro-Electriques du Burundi” Lahmeyer International, February, 1983;] 

1(d) Improved Revenue Collection (US$2.3 million): REGIDESO is running at a considerable financial deficit partly because of its poor billing and collection practices.  This subcomponent will finance the acquisition and installation of pre-payment electricity meters for household consumers and public institutions, adapted metering for large consumers/industries, and renewal of obsolete electricity meters. The component will also finance updated billing and client management systems to improve REGIDESO’s ability to manage its client base and fight fraudulent practices as well as creating greater incentives for end-use efficiency.

The GEF Project
The GEF project aims to leverage the scarce Government and IDA resources by scaling up the Energy efficiency program and introducing EE guidelines for large commercial users and for specific technologies. The IDA funded program aims to address the current Energy crisis through three distinct measures, (i) emergency power to stem the acute deficit and reduce the use of stand-alone generators, (ii) supply side efficiency and quality improvements through a major rehabilitation of the backbone electricity grid and (iii) Demand side energy efficiency by introducing customer friendly metering technology, efficient lighting, and other EE products such as solar water heaters. The combination of emergency measures to increase supply with aggressive action on improved efficiency on both Supply and demand side will increase the cost-effectiveness of both exercises while improving affordability as Burundi's economy emerges from post conflict. An associated objective is to enhance energy efficiency awareness of consumers by means of (i) diffusion of information and education, (ii) capacity building of key players, (iii) awareness, regulatory and institutional framework strengthening. All lighting products (where applicable) would follow the internationally recognized ELI standards. The proposed project is part of GEF's West Africa Energy Program that focuses on practical interventions and projects to demonstrate the technical and economic viability of promising renewable energy and efficient energy technologies and measures. 

The proposed project would be operationally blended with the World Bank's Multi-Sector Water and Electricity Infrastructure Project (US$50 million), approved by WB board May 2008 that aims to (i) increase access to water supply services in peri-urban areas of Bujumbura; (ii) increase reliability and quality of electricity services; (iii) increase water supply quality and reliability in Bujumbura; and (iv) strengthen REGIDESO’s financial sustainability.  Component 1 of the IDA program would be scaled up to integrate the proposed Burundi GEF energy efficiency project as a sub-component (1(e) - Demand Side Management program) aimed at removing key barriers to energy efficiency in the country through the scale-up of usage of energy efficient and modern lighting products to household electricity users in Burundi. 

This subcomponent 1(e) of the overall program with support from GEF financing will have the following subcomponents:

1(e) A: Distribution and promotion of compact fluorescent lights (CFL): The increased use of CFLs could significantly reduce peak electricity demand. The component will finance the distribution of 400,000 CFLs (200,000 funded through IDA project) to REGIDESO clients to replace existing incandescent bulbs. The program will build on recent experience from neighboring Rwanda where CFLs have been successfully distributed to clients by the Utility. The distribution of lamps will be done in phases with an initial batch (3 lights per household) offered free to existing electricity consumers and additional lights offered at a subsidized price through increasingly private sector operated distribution channels. The investment is expected to save approximately 7-10 MW of peak power consumption when completed. The CFL roll-out program will be coordinated with the introduction of pre-payment meters installed in the households offering improved ability to monitor day to day consumption. The delivery of the CFLs to individual households will include distribution of information materials with advice on how to further reduce power consumption through other EE initiatives such as SWH and use of more efficient air-conditioning and more efficient use of the most common household appliances and home electronics. The increased public awareness and the significant savings realized by the individual consumer will create a sustainable market for the products as the lights are gradually replaced.  A component of the promotion campaign will extend to provide continuous advice during the first two years of the program and help consumers needing further support to take advantage of increased savings from SWH and other EE programs.  A technical and managerial capacity building and technical assistance program will also accompany the distribution to enable the Burundi authorities to develop appropriate policy and regulatory response, such as de-taxation of future imports conforming to ELI standards and removal of sub-standard products.   

1(e) B: Utility Energy Audit: The component will provide technical assistance to REGIDESO to complete an energy audit of the electricity supply system to identify scope for efficiency improvements. The audit would especially focus on: (i) technical loss reduction in the electricity grid; (ii) efficiency of pumping systems in use by the utility; and (iii) losses occurring from low power factor[footnoteRef:4] generated by larger industrial consumers. A small investment package will be designed based on the recommendation from the audit to quickly capitalize on some of the potential efficiency gains. [4:  A number between 0 and 1 (frequently expressed as a percentage, e.g. 0.5 pf = 50% pf). Low-power-factor loads increase losses in a power distribution system and result in increased energy costs.] 



1(e) C: Promotion of energy efficiency (EE) investments by large consumers: The project will finance technical assistance to promote EE technology and build local capacity to provide EE advice to large public institutions, commercial and industrial consumers. The services would focus on activities and technology that have a potential for quick financial returns.
Targeted advice will be provided to over-haul the lighting technology in use in commercial and office buildings, advice on efficient Air-conditioning technology and application of institutional solar water heating installations for hotels, university dormitories, military barracks and other major users.

Project Management, monitoring and evaluation

The three GEF sub-components will be monitored and evaluated as part of MSWEIF using appropriate monitoring and evaluation indicators. Main indicators regarding to the GEF sub-component will include CO2 emissions reduced/avoided, peak load (MW) reduction, energy saved (MWh) and adoption of guidelines. Moreover, other reduction indicators that will be monitored are the number of lamps distributed, the number of lamps recovered, number participating households. Detailed results framework will be included in the implementation manual and the full project document 
The World Bank will be responsible for the financial oversight, administrative control and evaluation following World Bank standard rules and procedures.
The project will be implemented by the Burundi Utility Para-statal Regideso. The project implementing unit has already been established and is fully operational. The GEF supplement will enable the PIU to recruit dedicated EE personnel responsible for delivering the outputs of the project, the actual implementation and daily management. 

Global Environmental Benefits
The GEF project will result in significant peak load reduction estimated to 7-10 MW (or 20-30% of Burundi's peak load) from the successful diffusion of efficient lamps (sub-component A3.1). The corresponding electricity saving is about 12-18,000 MWh annually (or 7-10 % of Burundi annual electricity consumption). The corresponding reduction in greenhouse gas (GHG) emissions (since peak load is produced using diesel generators) is estimated at about 20,000 tons of CO2e/year (corresponding to USD 10/ tons of CO2e/year for the GEF investment). As the program includes significant contribution from additional activities such as EE advice and awareness raising this estimate can be considered moderate to low.  
The introduction of energy efficiency guidelines for commercial and large users in Burundi is expected to result in significant energy savings and GHG emission reduction. 
Furthermore, significant indirect GHG emissions reduction is foreseen from the project. The project will indirectly increase the global environmental benefit through capacity building in energy efficiency, enhancement of the legal framework for energy efficiency labeling and standards and consumer awareness. Besides, it expected that the private sector (importers and retailers of equipment) will continue to develop and extend the market by offering efficient CFLs, AC and other equipment in the market. 
More detailed estimates of the global environmental benefits expected from all components will be provided at the time of CEO Endorsement, in keeping with GEF policy.

B. DESCRIBE THE CONSISTENCY OF THE PROJECT WITH NATIONAL PRIORITIES/PLANS:  
The Government has given a high priority to rehabilitating and extending electricity and water services.  The Ministry of Water, Energy and Mines (MWEM) recognizes that the provision of these services constitute a critical factor for economic development of the country, while simultaneously contributing to the well-being of the population.  However, developing sustainable services requires considerable investments and an improved financial and operational management.  Regarding the production of electricity, the MWEM favors options based on renewable energy, such as hydroelectricity, while acknowledging that thermal power production needs to be utilized in the short-term to bridge the gap between demand and supply.  If no short-term solutions were implemented, economic agents would have to turn to individual power generating units, with even higher costs, resulting in reduced competitiveness for business and adding to the burden on the Burundian economy and the environment.  
In addition, the MWEM would like to (i) restructure the energy sector by merging the electricity activities of DGHER with REGIDESO, (ii) encourage private sector participation in electricity production, and (iii) fully enact the regulatory framework. 
 
C. DESCRIBE THE CONSISTENCY OF THE PROJECT WITH GEF STRATEGIES AND STRATEGIC PROGRAMS:   
The project aims at enhancing energy efficiency by introducing guidelines, appropriate technology and raise awareness regarding the use of key household appliances and equipment in residential and commercial buildings in Burundi, and introducing efficient light bulbs to households through a bulk procurement scheme. The project is therefore consistent with the GEF-4 Strategic Programme CC-SP1: Promoting Energy Efficiency in Residential and Commercial Buildings and CC-SP3: Promoting market approaches for renewable energy  under the Climate Change focus area. 
Moreover, the proposed project will participate in achieving the GEF’s global lighting program and Efficient Lighting Initiative, which aims at reducing global GHG emissions through the transformation of the global market toward efficient lighting technologies and accelerated phase-out of inefficient lighting.
 
D. [bookmark: Text219]OUTLINE THE COORDINATION WITH OTHER RELATED INITIATIVES: 
Due to the conflict Burundi has only recently started to focus on the Energy sector development. In May 2008 the Multi-Sector Water and Electricity Infrstructure Project was approved by Board. The Project aims to rehabilitate key water and Electricity infrastructure, primarily in Bujumbura and key secondairy centers while improving the operational efficiency and capaity of the national water and Electricity Utiltiy Regideeso. Component 1 of the MWEIP focuses upon network rehabilitation and reinforcement of the Electricity distribution system while improving efficiency. The proposed GEF Burundi GEF energy efficiency project will scale the already planned energy efficiency actitities further allowing Burudni to adress part of the supply deficit and demand increase4 causing the current energy crisis and heavy loadshedding.
The project will draw on expereices from neighbouring countries such as Rwanda that already impelmented a large scale Energy efficient lighting program as well as the GEF global project on efficient lighting and the GEF's West Africa Energy Program regarding. 

E. DISCUSS THE VALUE-ADDED OF GEF INVOLVEMENT IN THE PROJECT  DEMONSTRATED THROUGH INCREMENTAL REASONING :  
Without the proposed project, the current Government efforts to reduce peak load will continue to be load shedding and low performance equipment will continue to be used. The lack of institutional and technical capacity, the lack of policies instruments and awareness on energy efficiency will entail that no future programs would be developed. Low performance air-conditioners and incandescent light bulbs will continue to dominate in the marketplace and the purchase decision will continue to be influenced by the initial costs and not by the life cycle cost of equipment. Consumption will continue to increase disproportionately due to the use of inefficient equipment. In the ongoing projects, the emphasis will continue to be put on power purchase and investments in thermal plants without addressing demand side issues. 
In the absence of the GEF funding, the potentially significant global environmental benefit in terms of CO2 emission reductions from phasing out inefficient light bulbs would not be possible, because of people's lack of awareness of energy efficient products and the high price of highly efficient equipment. Energy sector policy to meet electricity demand in Burundi is focused on power supply and distribution and not on demand-side management.
GEF funding will help overcome these barriers to ensure a more widespread understanding and use of energy efficient equipment in Burundi. The project aims at creating a market for energy efficient products through the introduction of efficient light bulbs, modern lighting products, and EE technology such as SWH and air-conditioners. The expected outcomes are: (i) national technical, institutional and legal capacity built, (ii) 400,000 incandescent lamps replaced by CFLs, (iii) public awareness on energy efficient lights, Solar Water heaters  and air-conditioners, and (iv) energy efficiency guidelines adopted by government and relevant agencies.
The GEF funding will leverage cofinancing mainly from the Government, Private sector, consumers and the IDA MSWEIP. The co-financing represents about 94% of the total project costs.
  INDICATE RISKS, INCLUDING CLIMATE CHANGE RISKS, THAT MIGHT PREVENT THE PROJECT OBJECTIVE(S) FROM BEING ACHIEVED, AND IF POSSIBLE INCLUDING RISK MEASURES THAT WILL BE  TAKEN: 
[bookmark: Text230]Due to many factors related to informational, financial, technical and regulatory barriers, the proposed project is subject to certain risks that might prevent the project objectives from being achieved. The potential risks, their rating and mitigation are summarized as follows:
	Risk
	Rating
	Mitigation

	Lack of ongoing, long-term support from Government, the private sector or consumers for energy efficiency which lead to low level and ineffective enforcement or policies and regulations.
	Medium
	This risk is considered to be medium as the project aims at introducing consensus-based structural changes of policies and consumer behavior including the accompanying implementing rules and regulations as well as improving the institutional arrangements for the enforcement of efficient equipment and appliances.

	Lack of cooperation by equipment suppliers and
consumer preference for low-cost inefficient appliances and equipment.
	Medium
	As most appliances are imported, equipment suppliers will Import products with widely accepted ELI standards and similar.
Consumer awareness campaigns, incentives and related activities will enhance consumer preference for efficient quality appliances.

	Inadequate project implementation.
	Low
	This risk is minimized through use of the existing Project Implementation Unit in Regideso with a proven track record 



F. DESCRIBE, IF POSSIBLE, THE EXPECTED COST-EFFECTIVENESS OF THE PROJECT:  
The project will faciliate the achievement of the expected outcomes by removing current barriers that hinder the development of the energy efficiency market in the country. The project is cost-effective considering that: (i) incandescent light bulbs are found in the main sectors of the economy and the bulk procurement of CFLs under the project represents part of the residential market segment, leaving a significant room for replication; (ii) the establishment of national guidelines and norms for lighting, Solar Water heating  and air-conditioners will transform the national market. The wider EE awareness campagn will improve efficiency in other household equipment such as refrigerators; (iii) the pilot project for modern lighting products for non connected households would develop a methdology and proven technologuy for replacement of a large number of petroleum lamps for the majority of the population.
The marginal cost of electricity generation from thermal plant in Burundi is around US$0.30/kWh. The cost of the kWh saved by the project through the introduction of efficient lights in the market is US$0.11/kWh. Moreover, the deferred investment in thermal plant is estimated to US$1000/kW while the cost of load reduction by the proposed project is estimated at US$143/kW. The energy efficiency alternative clearly appears to be the least cost option by a wide margin.
The preliminary estimate shows that about 12-18,000 MWh could be saved annually from the replacement of 400,000 incandescent lamps with CFLs. Moreover, it is expected that a significant  number of  high perfromance air-conditioners and modern solar water heaters  will be introduced in the marketplace.
In designing this project, several considerations were taken into account.  If no action had been taken, the project would move ahead without any focus on improving the efficiency of the Burundian electric power sector, resulting in continuing high costs being paid by the poor for electric lighting.  The energy efficiency focus of this project--both through GEF and IDA support--will improve the efficiency of the system, lowering costs to the system and to users, and also result in some greenhouse gas emission reductions.  Another option might have been to make a stand-alone GEF grant for light bulbs, but this is considered not an effective approach as it becomes an afterthought for both the agency and the government.  Still another option would have been to put all of the GEF funding into a massive CFL lighting procurement.  However, this is not considered conducive to longer-term sustainability.  As a result, the design of this program seeks to balance capacity building and investment with the expectation that the initiative will have greater long-run sustainability.

G. JUSTIFY THE COMPARATIVE ADVANTAGE OF GEF AGENCY: 
This project fits under the World Bank comparative advantages as described in the GEF Council document GEF/C.31/5 “Comparative Advantages of GEF Agencies”. The proposed GEF project will be developed as an operationally blended operation with the World Bank’s Multi-Sector Electricity and Water Infrastructure Project (MSWEIP). The project is a Climate Change/Energy-Efficient Buildings investment, capacity building/technical assistance, technical assessment and monitoring intervention on energy efficiency that falls under the World Bank intervention areas and comparative advantages.  It will capitalize on the World Bank's comparative advantage of being able to leverage additional resources, which also helps in generating a high level of interest from government counterparts. The World Bank will also draw upon its investment experience to promote investment opportunities and to mobilize private sector resources that are consistent with GEF objectives and national sustainable development strategies.



PART III:  APPROVAL/ENDORSEMENT BY GEF OPERATIONAL FOCAL POINT(S) AND GEF AGENCY(IES)

A.   RECORD OF ENDORSEMENT OF GEF OPERATIONAL FOCAL POINT (S) ON BEHALF OF THE GOVERNMENT(S): 

	Mr. M. Salvator NDABIRORERE
Adviser
Land Planning, Environment and Tourism Ministry 
Republic of Burundi
EMail: nasalvator@yahoo.fr

	Date: October 2009


      

B.  GEF AGENCY(IES) CERTIFICATION			
	This request has been prepared in accordance with GEF policies and procedures and meets the GEF criteria for CEO Endorsement.


     
	Agency Coordinator, Agency name
	
Signature
	Date 

	Project Contact Person
	
Telephone
	
Email Address

	Steve Gorman  
Executive Coordinator
The World Bank
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	October 29, 2009
	Paola Agostini
	(202) 473 7620
	pagostini@worldbank.org





Response to comments in the GEFSEC review sheet (10/9/2009)

Comment: Could you please provide a rough estimation of the results of the other components, to have a better idea of the cost-effectiveness (which seems a bit low at the moment). Please provide a evaluation of the cost-effectiveness in $ (GEF grant)/tCO2. Usually GEF projects range between $2 - $10 / tCO2 for EE projects.

Response: The Cost effectiveness is estimated to USD 10/ton CO2 using only the estimated savings from the CFL lamps (see page 10 “Global Environment Benefits in PIF). A more elaborate estimate of CO savings for the GEF financing provided will be done in the Project document for CEO endorsement. 

Comment: Components 1-a to 1-d cannot be considered as cofinancing. Please see the cofinancing policy of the GEF and the former case of Benin. Please remove these components from the GEF projects.
Response: We suggest keeping the co-financing as the components are linked and most of them directly address the efficiency of the Burundi Energy sector. As stated on page 8 in the PIF, “The IDA/GEF funded program aims to address  the current Energy crisis through three distinct measures, (i) emergency power to stem the acute deficit and reduce the use of stand-alone generators, (ii) supply side efficiency and quality improvements through a major rehabilitation of the backbone electricity grid and (iii) Demand side energy efficiency by introducing customer friendly metering technology, efficient lighting, and other EE products such as solar water heaters. The combination of emergency measures to increase supply with aggressive action on improved efficiency on both Supply and demand side will increase the cost-effectiveness of both exercises while improving affordability as Burundi's economy emerges from post conflict.” 

Comment: Component 1eA1 : the cost of this component is surprising. 1.5M to distribute 200,000 CFL leads to $7.5 / CFL ; normally this figure is between $1 and $2 / CFL. Could you explain why ? Page 7, you mention the introduction of pre-payment meters : under which component is it ?
Response: This has been corrected as the program intends to deploy 400,000 CFLs, but the actual price will not be known until a procurement is undertaken The budget for the roll-out has been adapted to the market pricing from Rwanda for High power factor, high quality ELI CFL specs with ability to absorb Burundi’s low quality power supply (frequency and voltage fluctuations). 

Comment: Component 1eA2 : why don't you include SWH in the awareness campaign ? Could you please elaborate more on the description of this component page 7, especially on the training of private market players ?

Response: SWH has been included in the awareness campaign. And will be added as we train dealers and private sector as well as for policy and regulatory development.

Comment: Component 1eA3 : Could you please elaborate more on the description of this component page 7 ?

Response: The description has been further elaborated in the PIF (Part II, section A). See page 9.

Comment: Why don't you address under this component the issue of enforcement of a minimum energy performance standard for CFL at the country level (through the customs for example)?

Response: This has been further specified in the component description on page 9. Burundi will not carry out any in country laboratory testing of lamps but will ensure that imported lamps are conforming to ELI and have adequate testing certificate from international labs. This will be reflected in Policy and regulatory frameworks to be developed as part of the project.

Comment: Component 1eB = what is this component about?

Response: The description from the IDA project has been included. See page 9-10.

Comment: Component 1eC1 - How will the ESCO component work? Who will lend money to the ESCOs ?

Response: The reference to ESCO was premature as the model for this advisory service would be developed. Although the aim is to include some private sector or cooperative part of this, it is likely to be very different to a classic ESCO model and adapted to the Burundi’s post conflict environment.

Comment: Component 1eD1 - Off grid technologies are not eligible under GEF-4.  See :http://www.thegef.org/uploadedFiles/Policies/Focal_Area_Strategies/GEF_4_strategy_CC_Oct_2007. pdf
Response: The proposed component has been removed although affordable lighting products targeting IDPs in refugee camps and the 98% of clients not benefiting from the grid services continue to be needed and warranted.

Comment: Project management should be under 10% of GEF grant.
Response: The project management cost has been adjusted to fall under 10% of the GEF grant.

Comment: Finally, could you please double check if your figures correctly add up.
Response: Figures have been edited and cross checked.



Response to comments in the GEFSEC review sheet (11/10/2009)

Comment 1: According to this policy, 1a, 1b and 1c cannot be considered as cofinancing, because they are not essential for meeting the GEF objectives ("scale up the usage of energy efficient and modern lighting products"). You can requalify these fundings as "associated financing" for transactional convenience, but you should remove them from the project framework and table B. 1d can be considered as cofinancing, as it includes activities directly related to energy efficiency (meters).

Response: It may be reiterated that activities within subcomponents 1 b-d are consistent with the overall project objective – which has been refined to better clarify the context of the project. The subcomponents as designed are inherently linked to each other and should not be seen in isolation.  For example as mentioned  the subcomponent 1d which allows for installation of pre-payment electricity meters will help provide incentives to improve EE  and similarly subcomponent 1c on small sized hydropower generation certainly will yield global benefits. Therefore, these are seen as co-financing contributing to meeting the GEF objective.  Activity 1a focuses on increasing immediate supply of power generation.   As such, it does not contribute to the Global Environmental Objective, so it has been eliminated from the results framework and the co-financing table.  However, it will be included in the PAD sent for endorsement, as the Bank considers this to be a single operation.
Comment 2: Your estimate is that the CFL will provide a reduction of 20,000 tCO2/y. The CFL should last something like 4 to 5 years, then the reduction should be 100,000 tCO2. In these conditions, the cost-effectiveness of the project is currently considered to be $20 / tCO2, which is rather high. Please provide stronger arguments of the cost-effectiveness of this project.

Response: At the outset it may be clarified that there appears to be some misunderstanding on the basic principle of cost effectiveness and the comments seem to contradict the GEF review criteria. Please refer to the "Cost Effectiveness Analysis in GEF Projects"  (GEF/C.25/11) which states : “ "The Implementing/Executing Agencies take a very pragmatic approach to cost-effectiveness analysis during project preparation.  Various means to achieve a stated objective are considered and evaluated with the most effective and least-cost approach being selected.  The approach builds upon knowledge of lessons learned from past programming experience........the project review criteria employed by the Secretariat when reviewing projects at work program inclusion focus on alternate project approaches considered and discarded".   

In the above context, the reviewer is kindly requested to read paragraph 16 in the paper which relates to Energy Efficiency. The discussion therein subsequently focuses on a CFL project where it may be pointed out that - it is not the cost per unit that prevails, but rather the approach which matters.  The approach specified in the Burundi project follows this more attractive, cost-effective model.  Furthermore, at this stage of the project where no concrete estimates of avoided tonnage have been undertaken consistent with GEF policy, it is impossible to determine an abatement figure that can be reliably used to determine a unit abatement cost.  Further, the actual cost of the bulbs is not known until after the procurement has been undertaken, which is prior to the Bank Board approval (or even after).  So utilizing a unit abatement cost is a misleading approach and was therefore not used.  The reviewer is remiss in this comment.  Following discussions, the alternative design approach adopted in this section has been strengthened


Comment 3: On cp 1eA3: the description page 9 (... Burundi authorities to develop appropriate policy and regulatory response...) is not reflected in the project framework page 2.

Response: The output is now reflected in the project framework.  


Comment 4: On cp1eB: Could you please reflect this description in the project framework page 3? You talk about a "small investment package": is it included in the cost of the component? Please consider that the GEF will not fund any investment in the electricity grid.

Response: The outputs are reflected in the project framework. It may also be clarified that the GEF resources will not be used for paying T& D improvements although this will result in GHG reductions and more efficient & effective T&D and, thus yield global benefits.


Comment 5: On cp 1eC1: Additional point = in table 3, you have twice "application guidelines developed for EE lighting, appropriate EE building codes and air conditioner..." under 1eC1 and 1eC2. Please remove the duplication.

Response: Corrected 

Comment 6: The figures still do not add up. 
For example, cofinancing in table B is 30,630,000 but the total of the figures in table A come to 30,730,000. 
Response: Figures have been rechecked and the cofinancing in both Table A and B add upto 30,630,000

The agency fee should be 10% of the grant. To do so, the grant has to be adjusted to 1,818,000. 
Response: Corrected

The calendar page 1 has to be updated. The next work program would be in early 2010.
Response: Corrected
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