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part i:  project IDentification                                                        
GEFSEC Project ID: 3922

gef agency Project ID: XX/GAM/09/XXX
Country (ies): The Gambia
Project Title: Promoting renewable energy based mini grids for productive uses in rural areas in The Gambia 
GEF Agency (ies): UNIDO 
Other Executing partners: Gambia Renewable Energy Center (GREC), Department of State for Energy, the National Environment Agency, the National Water and Electricity Company.
GEF Focal Areas:  FORMDROPDOWN 
Climate Change
GEF-4 Strategic program (S): SP3 – Promoting market approaches for renewable energy. 

NAME OF PARENT PROGRAMME/UMBRELLA PROJECT: A national level project in Gambia under the GEF Programmatic Approach on Access to Energy in West Africa.

Project framework

	Project Objective: To develop and promote a market environment that will stimulate investments in renewable energy based mini grids for productive uses in rural areas in The Gambia, in support of national rural electrification efforts. 

	Project Components
	Type
	Expected Outcomes
	Expected Outputs
	Indicative GEF Financing*
	Indicative Co-financing*
	Total ($)



	
	
	
	
	($)
	%
	($)
	%
	

	1. Demonstrate the techno-economic viability of renewable energy based mini grids for productive uses in rural areas
	TA / Investment
	Technical feasibility and commercial viability of renewable energy mini-grids for productive uses in rural areas demonstrated.

Capacity of installed renewable energy mini grids increased by at least 1.5 MW, and GHG emissions avoided

	1.1 Renewable energy based mini grids are implanted on 3 sites to demonstrate the technical feasibility and economic viability of such mini-grids.

1.2. The 3 demonstration sites are independently evaluated and lessons learned widely disseminated to relevant stakeholders at national, regional and international levels.
	850,000
	33

	1,750,000


	67

	2,600,000



	2. Investments in scaling up of renewable energy based mini grids for productive uses in rural areas.
	TA/ Investment
	Market environment for the deployment of renewable energy based mini grids for productive uses in rural areas is established.

Capacity of installed renewable energy mini grids investments projects increased by at least 2MW, and GHG emissions avoided

	2.1 Key markets players including project developers, financial services providers, equipment manufacturers etc. are trained to effectively operationalize the market of renewable energy based mini grids, especially in rural areas

2.2 Detailed  investment plan/strategy for the dissemination of renewable energy based  mini grids in other rural areas developed.
2.3 Investment projects to implant other renewable energy mini grids for productive uses in rural areas are implemented.
	500,000
	17
	2,500,000
	83
	3,000,000

	3.  Strengthening the legal and regulatory framework
 for the renewable energy sector
	TA
	Legal and regulatory framework for promoting renewable energy based mini grids in rural areas is strengthened and operationalized.
	3.1 Draft policy and regulatory framework document produced and presented to the national authorities.


	100,000


	29
	250,000


	71

	350,000

	4. Strengthening institutional capacity 
	TA 
	GREC’s and other national institutions are in a position to effectively supporting the market of renewable energy mini grids in rural areas.
	4.1 Training programs for GREC and other support institutions developed and training conducted.

4.2. GREC, private sector etc are trained on identification, development and management of renewable energy based mini grids projects. 
	210,000
	26
	600,000
	74
	810,000

	5. Project management and coordination
	TA
	GREC manages and coordinates the project effectively with support from stakeholders
	5.1 Project management office is established, dedicated website for the project is set-up, and project milestones/reports etc are regularly posted on the website. 
	98,182
	12
	750,000
	88
	848,182

	Total project costs
	1,758,182
	
	5,850,000
	
	7,608,182


B. Indicative Co-financing for the project by source and by NAME (in parenthesis) if available, ($)

	Sources of Co-financing
	Type of Co-financing
	Project

	Government Contribution
	 FORMDROPDOWN 
 
	1,000,000

	GEF Agency(ies) (UNIDO)
	 FORMDROPDOWN 

	200,000

	Bilateral Aid Agency(ies)
	 FORMDROPDOWN 

	     

	Multilateral Agency(ies) 
	Soft Loan
	2,400,000

	Private Sector
	 FORMDROPDOWN 

	2,250,000

	NGO
	 FORMDROPDOWN 

	     

	Others
	
	     

	Total Co-financing
	
	5,850,000


C.   Indicative Financing Plan Summary For The Project ($)

	
	Previous Project Preparation Amount
	Project 
	Total
	Agency Fee

	GEF Grant
	
	1,758,782
	1,758,182
	175,818

	Co-financing 
	
	5,850,000
	5,850,000
	

	Total
	
	7,608,182
	7,608,182
	175,818


part ii:  project JustiFication

A. THE ISSUE, HOW THE PROJECT SEEKS TO SOLVE IT, AND THE EXPECTED GLOBAL ENVIRONMENTAL BENEFITS TO BE DELIVERED:

ISSUES: The Gambia is ranked 155 out of 177 in the UNDP Human Development Index (HDI) for the year 2004. About 60% of Gambia’s population, estimated at 1.5 million, lives with less than $1 per day. As a reflection of the country’s low level of development, the gross energy consumption of The Gambia in 1998 was estimated at 308,100 tonnes of oil equivalent (TOE), which represents 0.28 TOE on a per capita basis.  Almost 30% of the population is concentrated in urban areas around the capital Banjul and its environs, with the rest in the rural areas.  The main sources of energy consumed in the country comprise of biomass (fuel wood, agricultural waste, animal waste) (81% of the total), petroleum products and Liquefied Petroleum Gas (LPG) (18% of the total), and electricity (2% of the total). The two biggest energy consumers are households and the transport sector. The energy sector in rural areas of The Gambia is characterized by very low levels of access to modern energy services, high dependence on traditional biomass energy forms with their concomitant environmental challenges, in particular deforestation and land degradation, and a complete dependence on fossil fuels for electricity generation where it exists. According to the 2004 Energy Balance, in The Gambia, 485,000 tonnes of fuel wood is used annually to meet the energy needs of 90% of the population, 60% of total fuel wood used is consumed by the rural population for cooking. On average, only 5% of households in the country have access to electricity. 64% of urban users and only 11% of rural users are connected to the electricity grid. All petroleum products that are consumed in the country are imported and there has been growth in the consumption of all liquid fuels. In 2004, the country imported 113 million litres of petroleum products.
Electricity generation and distribution in the country is all run by the national company the National Water and Electricity Company (NAWEC) and is based on HFO and diesel-run generators (there is also one Independent Power Producer (Gampower) operating in The Gambia). Gampower owns and operates a petroleum fuel powered generation plant of 8.5 MW and sells its power to NAWEC; the relationship is governed by a Power Purchase (sales) Agreement). The national grid is effectively made up of two power stations, at Kotu and Brikana, which have a total capacity of about 50MW, servicing only the Greater Banjul Area. This capacity is inadequate to meet even the current demand of the capital area, let alone other areas of the country (a problem compounded by the fact that the Kotu Power Station only runs at 25MW). 

The current shortage of reliable and affordable modern forms of energy in rural areas is one of the major barriers hampering overall socio-economic development in The Gambia. Recognising that extending the existing national grid to rural areas would not be economically viable; the Government of the Gambia has decided to achieve its rural electrification targets by the development of isolated mini-grids in rural areas. To date, there are about six such mini-grids serving the rural areas of Farafenni (1400kW), Kerewan (220kW), Bansang (600kW), Basse (1400kW), Barra-Essau (460kW) and Kaur (180kW), all run and operated by NAWEC. All these mini-grids are powered by diesel generators, and when operational- supply electricity for 12 to 15 hours per day through low voltage lines (400V three phase and 230 V single phase). The recent unprecedented oil price escalation has resulted in these decentralized power plants running even less frequently, and most of the generators have become unserviceable and too expensive to operate. The national transmission and distribution network has technical and non-technical losses of over 30%. Given the severe inadequacies of the current power supply system, the rural population has resorted to the use of stand-alone fossil fuel powered generators.
It is quite evident that the current rural electrification drive in The Gambia is not financially sustainable. An analysis of the experience in The Gambia (which is in accord with lessons learned from many other rural electrification efforts) shows that the long term sustainability of rural mini-grids hinges on the link between the energy provided and the use of the energy for productive purposes i.e. income generation. If a significant share of the electricity provided to the rural communities is used for productive activities that generate income, then part of that income can be paid over to the operator of the mini-grid. In turn, the operator now has sufficient funds available to undertake the maintenance and investments necessary to ensure the long-term financial viability of the grid. 
Another element making the financial sustainability of such mini-grids increasingly difficult is that they are based on liquid fossil fuels. The recent spikes in oil prices have greatly impacted the existing mini-grids in The Gambia. The current drop in prices has given them some relief, but predictions of future long-term increases in oil prices do not bode well for their long-term financial viability. As such, the development of mini grids based on locally available sources of renewable energy provides a valid alternative business model, especially if they do not have as high maintenance costs as traditional diesel-based systems. From a global environmental perspective, such systems have the added advantage of not locking The Gambia into a rural electrification infrastructure based on fossil fuels and therefore they contribute to the avoidance of future GHG emissions. 
Powering rural mini-grids in The Gambia is that much more attractive since the country has a good renewable energy resource endowment. The country receives 2,500 hours of sunshine yearly and the daily solar energy potential is an average 2.5 kJ/cm2. According to studies carried out, nearly 43% of the land area of the country is classified as indigenous forest, which currently provides firewood for the country in an unsustainable manner but could be harvested sustainably. The average wind speeds countrywide are 2.5 metres per second. 

However, the establishment of viable and functional renewable energy-powered mini grids in rural areas in The Gambia faces a number of barriers, some of which are specific to mini-grids and some which are specific to the use of renewable energy to power mini-grids. 
· Lack of legal and regulatory framework. No legal and regulatory frameworks have been put in place to incentivize the development of renewable energy based mini-grids and provide a clear roadmap to those taking up investment activities in this sector, especially in rural areas. Lessons learnt from the experiences of Gampower, the only IPP in the country, are instructive but there is need to establish a systematic approach which addresses issues specific to renewable energy based mini grids in rural areas.

· Lack of institutional capacity to support key market players and awareness. Recognizing the potential role of the exploitation of renewable energy resources to meet the energy challenges in The Gambia, the government established the Gambia Renewable Energy Centre (GREC) to spearhead the development of renewable energy technologies and services. However, GREC and other institutions lack the capacity to provide services to support the deployment of renewable energy technologies in the Gambia due to lack of financing and the complete absence of a functional renewable energy market to service demand. As a national institution, it is important to that GREC have capacity to effectively discharge its mandate. 

· Lack of appreciation of technical feasibility and commercial viability of renewable energy mini grids. Renewable energy projects in the past have focused of promoting household renewable energy systems such as solar home systems mainly in urban areas and the hospitality industry. No effort has been made to promote renewable energy based mini grid systems in rural areas. There is therefore little appreciation in the government, in the private sector, and ​​among local populations of the benefits (social, environmental and commercial), of such mini grids, and little understanding of their practical operation.  

THE PROJECT: The project is designed to offer a systematic approach to removing these and associated market barriers to investments in renewable energy based mini-grids in rural areas of The Gambia. 

The complete lack of experience with renewable energy mini grids means that it is critical, as a confidence building measure, to demonstrate to national decision-makers, potential private-sector grid operators, and to the local populations the technical feasibility and commercial viability of renewable energy based mini grids in rural areas. The project will do this by implementing pilot projects. All the demonstration projects will link the established mini grids to productive uses. Since agriculture is the mainstay of the economy of The Gambia, the pilot renewable energy based mini grids will be linked to agricultural activities for value addition in agricultural processing. Wherever possible and subject to availability of renewable energy resources locally, the pilot projects will replace existing fossil fuel powered generators. However, should this not be possible, new but viable mini-grids will be considered. In addition, the possibility of hybrid systems will be explored to increase reliability of power supply. Where the pilot projects replaces existing fossil fuel powered generators and subject to the state of the power distribution systems, this project will just focus on power generation systems. In the case of new mini-grids, the pilot projects will focus on both power generation and localised distribution systems. Given the link to be made to agricultural activities, the pilot mini-grids could use biomass gasification technology focusing on sustainable use of agricultural residues.  

During the project, the lessons learned from running the pilot projects will be disseminated widely as part of the awareness raising campaign. The private sector in particular will be targeted in the awareness raising since a broader and accelerated scaling up of renewable energy based mini-grids in rural areas across the country can only be achieved if it is led by the private sector. Building on this, the project will create a market environment conducive to a wider adoption of renewable based mini grids in rural area, and renewable energy technologies in general.
 
To create the enabling conditions for a market-led growth in renewable energy mini-grids, the project will establish the necessary legal and regulatory framework for the renewable energy sector in general and renewable energy based mini grids in rural areas in particular, providing clear guidelines and protection to potential markets players in the sub-sector. This work will build on the experiences with the only IPP in the country.

At the institutional level, the project will increase the institutional capacity of the GREC, as the national focal institution in promoting renewable energy technologies in general, to enable it to discharge its duties effectively. A revitalized GREC will be able to offer support services to renewable energy market players in the country that include awareness raising and capacity building, services to market players such as project identification and development, business development advice, market assessment, technology assessments, quality assurance of renewable energy equipment, policy studies etc., implementation, monitoring and evaluation of RE projects. These services will be important is sustaining a viable renewable energy market in the country.

GLOBAL BENEFITS: The overall outcome of this project will be that The Gambia will reduce significant GHG emissions immediately through the 3 pilot project and in the future through an increased and systematic deployment of renewable energy technologies in mini grids of more than 2 MW that will be catalysed by this project. The GHG emissions reduction will be derived from; (i) reduced consumption of diesel fuel generated power in current and planned mini grids, (ii) the capture and burning of methane from the decomposition of biomass, and (iii) gasification of agricultural waste that would otherwise be left to decompose and produce methane. 

In addition to these global benefits, the project will lead to economic and social benefits in the rural areas of The Gambia by ensuring that an important share of the electricity produced is used for productive, income-generating, uses.

B.   CONSISTENCY OF THE PROJECT WITH NATIONAL/REGIONAL PRIORITIES/PLANS:

The Government of The Gambia has accorded special priority to rural electrification. The Government has also given special attention to renewable energy utilization through various policies and institutional measures as shown below:

National Energy Policy: This Policy was adopted by Cabinet in June 2005 and covers all sectors, including electricity, petroleum products, renewable energy, domestic energy and energy efficiency. In the renewable energy sector, the thrust is on promotion of renewable energy technologies, especially in rural areas, not only to increase access to modern energy services but also to reduce and reverse deforestation caused by the unsustainable harvesting of firewood. Legislation to regulate the electricity sector was also passed in 2005 and the development of the legislation for the petroleum sector is currently underway.

First National Communication: The project will support key issues identified in the country’s First National Communication issued in 2003. Mitigation options proposed therein include displacement of diesel generators by solar home systems in rural areas, promotion of improved cook stoves, reducing GHG emissions from burning waste though composting, and reducing GHG emission from fuel wood through large-scale introduction of LPG. 
Vision 2020:  The long-term aim of the Government of The Gambia for the Energy Sector, as enshrined in Vision 2020 (published in 1996) is to maximize the efficient development and utilization of scarce energy resources, and renewable energy resources in particular, to support economic development in an environmentally friendly way, create employment and reduce poverty. As part of Vision 2020, the Government of The Gambia established the Gambia Renewable Energy Centre (GREC) to promote and encourage development of Renewable Energy in the country. 

PRSP: The action plan for the implementation of the PRSP II for the period 2007-2011, with its overall goal to eradicate poverty, contains priority interventions in all sectors including energy. The Government of The Gambia, through the Energy Action Plan has identified the increase in the use of renewable energies, in both rural and urban areas, as a priority strategy to achieve its policy objective regarding renewable energies. 

ECOWAS/UEMOA White Paper for a Regional Policy For “Increasing Access to Energy Services For Populations in Rural and Peri-Urban Areas in Order to Achieve the Millennium Development Goals”: Recognizing the importance of increasing access to modern energy services as a precondition for the attainment of the MDGs, the White Paper, which was finalised in 2006, concluded that access to modern energy services was central to the attainment of MDGs in the region and that decentralised renewable energy systems do effectively contribute towards increasing access to modern energy services in rural areas.
C. CONSISTENCY OF THE PROJECT WITH GEF STRATEGIES AND FIT WITH STRATEGIC PROGRAMS:

Designed to promote the dissemination of renewable energy technologies, minigrids in particular, in rural areas in support of rural electrification efforts in The Gambia, the project will contribute to the GEF Climate Change focal area’s Strategic Program 3 – Promoting market approaches to renewable energy. The project will seek to provide energy for productive uses. The project will also seek to introduce technologies such as gasification to the local market that have been successful in other countries with similar socio-economic and climatic circumstances. With regards to gasification, the project will focus on generating energy from residues and organic waste so that the project will not contribute to increased stress on natural forests, reduced soil fertility and increased GHG emission beyond project boundaries. 
This project is part of GEF Programmatic Approach to Access to Energy in West Africa, approved by GEF Council in November 2008.

D. THE TYPE OF FINANCING SUPPORT PROVIDED WITH THE GEF RESOURCES:

The GEF resources being requested for this project will be targeted towards establishing a market environment that will promote investments in renewable energy based mini-grids in rural areas. More specifically, the GEF funding will be used to co-finance the following project activities: (i) developing 3 pilot projects to demonstrate the technical feasibility and economic viability of renewable energy based mini-grids in selected rural areas that focus on energy for productive uses; (ii) technical assistance to establish a legal and regulaory framework that will create a level playing field for renewable energy technologies in general and renewable energy based mini-grids in particular; (iii) technical assistance in institutional strengthening, capacity building and awareness raising; and (iv) technical assistance in the creation of renewable energy markets and supporting the project management office.  

E. COORDINATION WITH OTHER RELATED INITIATIVES:

At national level, this project will be closely coordinated with the following past and ongoing projects that seek to promote renewable energy technologies in The Gambia: 

· National Biogas Programme, which was jointly developed by the Department of State for Agriculture and World Bank in order to demonstrate the viability of, and to raise awareness about, biogas in the country. Whereas the National Biogas Programme principally focused on biogas at household level in specific regions i.e. Banjulinding, North Bank and Western Regions, this project will adopt an integrated and nation-wide approach that will focus on biogas digesters on a larger scale, i.e. in institutions like hospital, schools, slaughter houses etc. to achieve scale. Furthermore, the project will focus on households that were not covered under the National Biogas Programme to avoid competition for resources for biogas.

· A joint project between National Water and Electricity Company (NAWEC) and a private company for an 18 MW municipal electricity generation plant powered by waste from a dumpsite in Tujereng village, 30 kilometres south of Banjul. Lessons learnt from this project will be instructive in the design of the strategy for this project.

· A national project which focuses on promotion of ethanol cook stoves at the household level. Experiences and lessons learnt from this initiative will be useful for this GEF project in areas such as mobilising the private sector, local manufacturing capacity on renewable energy technologies etc.

· African Development Bank funded Renewable Energy Study of The Gambia, which produced detailed feasibility studies for solar energy and wind energy mini grid applications in rural areas in The Gambia. The feasibility studies from this study will be use in selecting and designing the pilot projects to be implemented under this project. Furthermore, the investment strategy for renewable energy based mini grids that will be produced by this project will build on the outcomes of this study.

At the regional level, there will be important coordination and harmonization of this project with the several similar projects implementing market transformations to promote the uptake of mini-grids powered by renewable energy as part of the GEF Programmatic Approach on Access to Energy in West Africa (Cape Verde, Côte d’Ivoire, Chad, Guinea, Liberia, Nigeria, Sierra Leone). This regional harmonization and coordination will be undertaken through ECOWAS (the Economic Commission of West African States), of which The Gambia and all the other countries are members. ECOWAS has a focus on promoting energy access through renewable energy among its members, as stipulated in the ECOWAS/UEMOA White Paper in Energy Access, so it is by far the most suited regional institution to organize the coordination between these GEF projects. Through ECOWAS, policies and strategies to promote market-based RE powered mini-grids will progressively be expanded to all countries in the region. The present project will therefore liaise with these specific regional activities under the umbrella of the GEF Programmatic Energy project for West Africa led by UNIDO. Provisions to undertake this coordination will be part of the coordination mechanism of the programme as envisaged in the PFD.

UNIDO is also leading the process of establishing the ECOWAS Regional Center for Renewable Energy and Energy Efficiency. The overall aim of the centre is to develop and implement regional projects and programmes that seek to establish and operationalize renewable energy and energy efficiency markets in the region. Therefore, this institution will naturally have a symbiotic relationship with the GEF regional programme. It is therefore foreseen that some of the activities of this project will be coordinated with the activities of the regional Center in the sector or renewable energy. 

Special efforts will be made to exchange information on lessons learned, best practices and experience gained under these and other relevant ongoing projects to ensure synergies for wide scale replication and dissemination of results.

F. VALUE-ADDED OF GEF INVOLVEMENT IN THE PROJECT AS DEMONSTRATED THROUGH INCREMENTAL REASONING:

1. Without the GEF project, the “business as usual” scenario will involve development of diesel power mini grid systems in most rural areas with the associated emissions of GHG. In addition, it is expected that there will be a very feeble development of renewable energy resources mainly due to existing market barriers. At the local level, the situation will involve lack of access to modern energy services in rural areas, continued deforestation due to heavy reliance on biomass energy resources, reduced earning from agricultural activities due to lack of energy for agro-processing and other productive uses not being exploited. In addition, the sustainable development policy objectives of The Gambia of exploiting the available renewable energy resources to support rural electrification purposes will not be achieved.

2. GEB benefits to be realized by the project include: (i) reduced GHG emissions from the burning of fossil fuels to provide energy to rural areas by the use of renewable energy in existing and new mini-grids; (ii) reduced GHG emissions from the capture and burning of methane produced from decomposing human and animal waste by use of biogas digesters and replacing and supplementing the existing fossil fuel powers generators on existing mini-grids ; (iii) reduced GHG emission from decomposing or direct combustion of agricultural waste by the use of biomass gasifiers instead. These GEB will be achieved through activities under the GEF focal area of climate change under GEF-4 strategic program SP3 – Promoting market approaches for renewable energy.

3. GEF funding is being requested to remove barriers to market based promotion of investments in appropriate and viable renewable energy technologies in direct response to the prevailing energy circumstance and in line with overall sustainable development needs of the country. More specifically, GEF funding will be used to, partly finance the following activities of this porject: (i) develop 3 pilot projects to demonstrate the technical feasibility and economic viability of renewable energy based mini-grids in selected rural areas that focus on energy for productive uses; (ii) technical assistance to provide inputs towards efforts to establish a legal and regulaory framework that would create a level playing field for the renewable energy technologies in general and renewable energy based mini-grids in rural areas;  (iii) technical assistance for institutional strengthening, capacity building and awareness raising; and (iv) technical assistance for the independendt evaluation of pilot projects to decipher lessons that can be applied to other projects that seek to promote renewable energy based mini-grids for productive uses in rural areas as part of the scaling up strategy.
4. The overall goal of the project is to develop a market environment that would promote investments in renewable energy based mini grids for productive uses in rural areas in The Gambia to support national rural electrification efforts. Main outcomes envisaged are: (i) market environment developed for the use of renewable energy based mini grids for prodcutive purposes in rural areas; (ii) Legal and regulatory frameowrk for promoting renewable energy based mini grids for productive uses in rural areas is developed and operationalised; (iii) Institutional framework to support market enablers and players involved in renewable energy based mini grids in rural areas is strengthened, capacity of key market players increased and awareness of the benefits of renewable energy raised; (iv) technical feasibility and economic viability of renewable energy based mini grids is demonstrated and the demonstration projects are evaluated and lessons are disseminated widely; and (v) support project management and coordination mechanisims.

5.  Cofinancing is expected mainly from multilateral agencies and the private sector. Once market barriers are removed, both local and international private sector are expected to take advantage of business opportunities created as a result of the project to invest in renewable energy based mini grids projects in rural areas. In particular, the private sector is expected to invest in viable renewable energy projects taking advantage of the favourable legal, regulatory and institutional support servcies.  Mutlilateral agencies will also take advantage the political commitment to renewable energy and the established market environment to support  viable and effective investments in renewable energy mini grids in rural areas.

G. RISKS, INCLUDING CLIMATE CHANGE RISKS, THAT MIGHT PREVENT PROJECT OBJECTIVE(S) FROM BEING ACHIEVED. THE RISK MANAGEMENT MEASURES, INCLUDING IMPROVING RESILENCE TO CLIMATE, THE PROJECT WILL UNDERTAKE:

	Component
	Risk
	Proposed Mitigation Measure
	Risk Level

	Technical risks
	The renewable energy mini grid technologies are not technically viable for electricity generation
	Only use mature and proven renewable energy technologies that have a track record from other projects in the past.
	Low

	Economic and financial risks
	The renewable energy mini grids are not economically and/or financial viable in rural areas.
	Focus on renewable energy for productive purposes where the energy generated is used to create value/service for the communities, which they are able and willing to pay for.
	Moderate

	Market risks
	Increased investments on renewable energy based mini grids do not provide higher returns

Market for renewable energy based mini grid is small.

Lack of funding for replicating the pilot projects
	Mobilize part of the investments from development partners who can provide concessionary financing terms and also focus on providing energy for productive uses

Embark on awareness raising exercise in the rural areas during the initial phases of the project. 

Mobilize stakeholders participation, especially IFIs, at an early stage and in the project implementation process.
	Moderate

	Regulatory framework
	Proposed regulatory framework to promote renewable energy is not enacted
	Development of the legal and regulatory framework to involve all stakeholders, especially the Department of State for Energy as they are responsible for renewable energy policy development in The Gambia.
	Low

	Fall in fossil fuel prices
	The international price of oil may fall to level where fossil fuel power generation will be more cost effective that renewables
	Investment in renewable energy should always include assessment of externalities that will place renewables on a comparative advantage to fossil fuels.
	low


H. 
THE STEPS TO BE UNDERTAKEN TO PRESENT COST-EFFECTIVINESS AT CEO ENDORSEMENT:

The cost effectiveness of the project will be determined during the project preparatory phase using the following steps: (i) from the feasibility study of potential renewable energy based mini-grids to be established under this project, estimate total power capacity in MW that could be achieved. (ii) based on the current power generation system, including distribution and transmission loses, establish the fuel consumption from current installed capacity that would deliver the same energy as that is delivered by the renewable energy based mini grids. (iii) using the emission factors calculate the GHG emissions that could be reduced by the use of renewable energy based mini grids (iv) from the cost of the renewable energy systems to be installed as part of this project, calculate the cost effectiveness in terms of $/ton of CO2 abated. The project is likely to be cost effective as more emissions reduction will be achieved from projects such as biogas digesters that involve methane. Considering the potential market to be created by this project, there is huge potential for post project activities that will result in avoided GHG emissions and further improve the cost-effectiveness of the project. The specific amount of avoided GHG emissions by this project will be determined at the PPG stage
. 

I. 
THE COMPARATIVE ADVANTAGE OF UNIDO:

The project fits squarely into the GEF Strategic Program 3: Promoting Market approaches for Renewable Energy. The GEF Council document GEF/C.31/rev.1 gives UNIDO comparative advantage for this Strategic Program under the intervention Type Capacity Building/Technical assistance. The project has a strong industrial focus, i.e. a strong linkage between the renewable energy based mini grids to be developed and productive activities, which is UNIDO’s overall mandate. UNIDO is especially well placed to implement this project because of its experience and expertise in renewable energy projects, its long history of cooperation with key stakeholders, and its high standards of fiduciary responsibility.
part iii:  approval/endorsement by gef operational focal point(s) and GEF agency(ies)

A.   Record of Endorsement of GEF Operational Focal Point on Behalf of the Government: 
	Mr. Momodou Sarr; 

GEF Operational Focal Point and 

Executive Director,

National Environment Agency (NEA)

The Gambia
	Date: 14 January 2009.


B.  GEF Agency(ies) Certification



	This request has been prepared in accordance with GEF policies and procedures and meets the GEF criteria for project identification and preparation.

	Mr. Dmitri Piskounov

Managing Director

Programme Development and Technical 

Cooperation Division

UNIDO

GEF Agency Coordinator
	Mr. Alois P. Mhlanga

Industrial Development Officer

Renewable and Rural Energy Unit

Energy and Climate Change Branch

PTC Division, UNIDO

Project Contact Person

	Date: 
	Tel. and Email:+43 1 26026 5169; a.mhlanga@unido.org














� The GHG emission to be avoided from the demonstration projects will be determined during the PPG phase.


� The GHG emission to be avoided from each project will be determined during the PPG phase.


� Legal and regulatory framework for renewable energy sector will also include related energy efficiency aspects.


� Breakdown between cash and in-kind contribution will be determined during the PPG phase. 


� The successful development of renewable energy based mini grids in rural areas could, in the long term, also reach urban areas that are currently not electrified.


� Detailed calculation of the emission reductions to be realized from this project will be done at the project preparation phase as the information in the National Communication will need to be updated; existing data gaps have to be filled after determining the circumstances of the specific projects. 
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