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part i:  project IDentification                                                        
GEF Project ID: 
Project duration: 36 months
gef agency Project ID: XX/GUI/09/XXX
Country: Republic of Guinea
Project Title: Promoting Development of Multi-purpose Mini-hydro Power Systems

GEF Agency: UNIDO

Other Executing partner: Ministry of Mines and Energy

GEF Focal Area:  FORMDROPDOWN 
Climate Change
GEF-4 Strategic program: SP3-Promoting Market Approaches for Renewable Energy
Name of parent program/umbrella project:  GEF Programmatic Approach on Access to Energy in West Africa.      

A. Project framework 
	Project Objective: To develop the market environment for improving access to mini hydro-based modern energy services in rural areas

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

c =a + b

	
	
	
	
	($) a
	%
	($) b
	%
	

	1. Improved information on mini hydro potential for decision making
	TA


	-Identification of potential mini hydro sites, ready for prioritization.

-Identification of socio economic profiles of load centers.
	-Atlas of mini hydro potential and associated socio economic profiles prepared facilitating the selection by interested developers and investors

	80,000


	30
	190,000


	70
	270,000



	2. Building of multipurpose mini hydro based energy facilities/ enterprises
	TA & INV
	-Access to cleaner modern energy gained by a number of communities.

-Transfer of knowledge and skills.

-Development of productive uses based on access to energy.
	-Demonstration of the practical use of the Atlas

-Feasibility studies prepared

-Installation of equipment completed

- Training for operation and maintenance provided on regular basis

-Initiation of a critical mass of technical capacities.
	674,700
	29
	1,670,000
	71
	2,344,700

	3. Strengthening institutional capacities and financial mechanisms
	TA
	-Increased capacity of public officers and institutions to provide a coherent incentive structure to market players

- Regulations strengthened and harmonized

-Increased technical
	- Training programs developed and training carried out.

-Manuals and maintenance handbooks developed

-Public-private stakeholders meetings organized

-New energy installations covered by local/national business media
	64,000
	33
	130,000
	67
	194,000

	
	
	capacity of market players (private sector, financial institutions, etc.) to increase the access to hydro power.

-Increased awareness of technical and commercial viability of mini hydro for providing access to cleaner energy.

-Dissemination of lessons learned.
	-Evaluation report and publications on lessons learnt

-Targeted information dissemination programs carried out.
	
	
	
	
	

	4. Project Coordination and Management
	45,000
	20
	180,000
	80
	225,000

	Total project costs
	863,700 
	29
	2,170,000
	71
	3,033,700


 * INV = Investment; TA = Technical Assistance; STA = Scientific & Technical Analysis

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

	Project Government Contribution
	Unknown at this stage
	800,000

	GEF Agency (UNIDO)
	Grant
	50,000

	Bilateral Aid Agency(ies)
	
	

	Multilateral Agency(ies) 
	Unknown at this stage
	 1,320,000

	Private Sector
	
	

	NGO
	
	

	Others
	
	

	Total Co-financing
	
	2,170,000


C.  Indicative Financing Plan Summary For The Project ($)
	
	Previous Project Preparation Amount (a)
	Project (b)
	Total

c = a + b
	Agency Fee

	GEF financing 
	
	 863,700 
	 863,700
	 86,370

	Co-financing 
	
	2,170,000 
	2,170,000
	

	Total
	
	 3,033,700
	 3,033,700
	 86,370


D.   GEF Resources Requested by agency (ies), Focal Area(s) and country(ies) 
N/A. The project is for a single focal area, single country and single GEF Agency.

part ii:  project JustiFication

A.
the issue, how the project seeks to address it, and the expected global environmental benefits to be delivered:
The issue: Although Guinea is rich in mineral and agricultural resources, it is still one of the poorest countries in the world. In 2008, it was classified on the Human Development Poverty Index as 160th out of 177 countries. Since 2003, poverty in Guinea has increased significantly. Half of the country's population (53.6 percent) is below the poverty line. Poverty is primarily a rural phenomenon, with around 70 percent of Guinea's 6.8 million populations living in rural areas.

Guinea's energy consumption is low and mainly produced from biomass (80 percent), with imported hydrocarbons (18 percent) and electricity (2 percent) making up the remainder
. Fuel oil is the main imported oil product, for mining operations and electricity generation, with diesel fuel in second place. Only 18.4 percent of the population had access to electricity in 2002/2003, compared to the PSRP objective of 39.4 percent by 2005. This is actually a reduction from previous years: in 1994/1995, electricity coverage was 19.5 percent. As a consequence, the cost of electricity is high, which among other things has an impact on the production costs of SMEs and reduces economic productivity, thereby limiting Guinea's development
. The use of electricity for lighting decreases with the distance from the capital, being only 5 percent in some regions. As a consequence, two-thirds of households use oil lamps for lighting and the majority use wood and charcoal for cooking.

Most of the country's electricity is produced from thermal power (95 percent). The Guinean Electrical Company, EDG, supplies electricity to the capital, Conakry, and to a number of smaller towns. Mining companies and some other large consumers generate electricity for their own use. In addition, there are 24 small diesel generators and run-of-the-river hydropower stations in several towns, whose operation is sporadic, inefficient and unreliable. In peri-urban areas, there are still thousands of potential consumers who are not connected to the grid for technical and/or financial reasons. Here, batteries are often used as the energy source, to run TVs and lights. In most rural areas, there is no electricity and there are no prospects of extension of the national grid to them in the near future, given that EDG's priority is the urban areas. Private pico generators (those with a capacity not exceeding 100 kW) are being used by some wealthy citizens and small businesses. At least 10 different types of generators below 5 kVA can be found in Conakry's hardware stores. Small distribution systems at the sous-prefecture level have been observed: entrepreneurs were able to arrange financing, using mostly second-hand diesel generators and low-cost distribution networks. Consumers are mainly cottage and small businesses. These operators generally do not provide electricity to households.

This situation exists due to (i) the low productivity of the electricity company EDG; (ii) the deterioration of production and transportation facilities; (iii) the poor state of transportation and distribution systems; (iv) under-investment in the electricity sector; (v) financial imbalances; and (vi) a weak institutional framework (PRSP, 2008). The PRSP progress report advises that there should be "a) improvement of the financial viability of the sector, which requires considerable improvement in commercial returns (especially through vigorous anti-corruption efforts) as well as more rational management of resources; b) development and sustainability of the concept of paying for public utilities; c) strengthening of production and distribution capacities to meet the needs of the population, including in rural areas". The government has reiterated its commitment to launch a new reform process in the power sector. The quality of urban electricity service has improved significantly in urban areas and consumption has increased substantially, although largely through illegal connections. 

With the assistance of the Energy Sector Management Assistance Program (ESMAP), the Government has also conducted several surveys with regards to rural access to energy. The results of these surveys are similar to what was found in other West African countries:

(a) Rural consumers and institutions only use small quantities of electricity for lighting, communication, water pumping, and refrigeration. Typically, a rural family uses the equivalent of 20 kWh/month, a load that is too small to justify grid extension over long distances. Currently, households not connected to the national grid pay a fairly significant amount ($5-8 per month) for their energy uses (kerosene lamps, dry cell batteries, etc.). If one considers that Guinea's 1998 GNP per capita was US$540, this expenditure on fuels represents 11-17 percent of households' average annual income; and

(b) Individual systems (e.g., solar lanterns) or collective systems (e.g., pico-hydro systems, hybrid diesel-generator sets) could provide an intermediate solution that would be affordable for many rural (and the peri-urban) households. 

Taking into account the findings of the surveys, the Government has adopted a new strategy for its Decentralized Rural Electrification (DRE) initiative. This was reflected in a sector policy letter of February 1998 that calls for: (a) establishing a regulatory framework for the DRE (applying to power plants with up to 250 kW of installed capacity), including the liberalization of tariffs on DRE delivery and services, and the elimination of import taxes and VAT on specific DRE equipment; (b) creating a small rural electrification office - Bureau d'Électrification Rurale Décentralisée (BERD) - for DRE planning; and, (c) creating a financing mechanism (Fonds d'Électrification Rurale Décentralisée), to be managed by a local financial institution.

Current plans tend to consider the establishment of decentralized mini-grids powered by fossil fuels. However, this does not take into account the environmental impacts of this option: the use of fossil fuels to power the energy production in these decentralized facilities will contribute to increasing the country's GHG emissions. This option will also increase the country's dependence on expensive imported fossil fuels. The solution is to promote the development of mini-grids powered by the most suitable renewable energy system locally available. In the case of Guinea, this would be small hydropower given the country's major hydropower potential.

However, the establishment of viable and functional renewable energy-powered decentralized mini-grids in rural areas in Guinea 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. Some of the more important barriers are:

1. Weak legal & regulatory framework and lack of financial mechanisms: there is a need to enhance the existing institutions and set up new mechanisms, especially to support involvement of the private sector in renewables based rural energy access. In addition, there is a lack of financial mechanisms and policies promoting private sector involvement in developing mini-grids. 

2. Lack of information on available renewable energy resources and its feasibility: the renewable energy resources in the country have not been assessed in detail, so it is difficult for the private sector, investing institutions, etc.,  to have a clear and informed picture on the basis of which to initiate the actions required for develop these resources into renewable energy enterprises. 

3. Lack of appreciation of the technical feasibility and commercial viability of renewable energy projects: there is a need to demonstrate the technical feasibility and commercial viability of renewable energy projects so as to be able to attract private sector participation in the dissemination and adoption of these technologies.

4. Lack of technical capacities: there is a lack of local technical capacities capable of identifying, designing, constructing, installing, managing, operating, and maintaining small hydropower based mini-grids, especially those combined with the function of powering irrigation.

The project: The project aims at removing the barriers to the promotion of a market approach to develop multi-purpose mini-grids powered by small hydropower facilities for meeting the growing need for access to electricity in rural areas which is currently met and or to be met by fossil fuels, as well as the need for irrigation. This will be done mainly by (i) creating a critical mass of skilled and knowledgeable technicians and public officers; (ii) building the awareness of the appropriate technologies and the best practices to combine the intended purposes and maximize the effectiveness; and (iii) putting in place policies encouraging the involvement of private sector and providing access to innovative and smart financial mechanisms supporting mini hydro based grids in rural areas.

The essential elements of the market-based approach envisaged for the project consist in having a critical mass of skilled and knowledgeable technicians, raising awareness of the appropriate technologies and best practices, and having access to innovative and smart financial mechanisms. The project will therefore establish 2-3 demonstration pilot sites in off-grid isolated communities and implement the pilots through the learning-by-doing approach and by building local capacity. The pilots will also be used for increasing awareness about appropriate technologies for rural electrification among different actors and stakeholders (financial institutions, the private sector, service providers, local governments, etc.). The project will also review the existing policy and regulatory frameworks, and formulate recommendations on how to strengthen this framework so that there is more effective promotion of investment by the private sector for rural electrification projects in Guinea. The selection criteria of the pilot sites will incorporate the possibility of producing electricity for productive uses and for serving irrigation facilities, and thus the impact on income generation.

The global enironmental benefits: The project will lead to the reduction of GHG emissions while meeting the energy needs of Guinea's rural areas through mini hydro systems. The estimates of GHG emissions reduced by the project will be estimated in more detail during the project preparation phase based on the assumption that access to modern forms of energy in these isolated communities would otherwise have been achieved through conventional fossil energy.


B.   consistency of the project with national/regional priorities/plans: 

The project is consistent with national priorities, since the Government of Guinea has accorded special priority to renewable energy utilization through various policies and institutional measures as discussed below:

The Government's strategy for the power sector aims at:

(a) Ensuring reliable electricity supply to support economic activities;

(b) Adopting and enforcing effective economic tariff policies;

(c) Mobilizing private sector financing for the production, transmission, and distribution of electricity;

(d) Promoting decentralized electricity supply; and

(e) Limiting the Government's activities to policy making and regulation of the energy sector and creating the enabling market environment for private sector investments.

Specifically with respect to financing energy projects, in June 1998 the Government promulgated Law 97/012/AN, which allows the private sector to finance, construct, manage, and operate infrastructure assets.



Anti Poverty Program: the implementation of the Poverty Reduction Strategy for Guinea has carried out the following energy-related activities in the country in recent years
:

1. On-site interventions in Conakry and in secondary cities;

2. Installation of three thermal power plants at Kankan, N’Zérékoré and Faranah;

3. Preparation of a final version of the Master Plan for electrification; and

4. Development of an electrification plan involving 24 localities. This plan was presented to a national workshop organized in March 2006 by the Department of Energy.

C. 
THE CONSISTENCY OF THE PROJECT WITH GEF STRATEGIES AND STRATEGIC PROGRAMS
The project is consistent with the GEF Climate Change focal area, and more specifically with Strategic Programme/ SP 3 - Promoting market approaches for Renewable Energy: this project will "promote on-grid renewable energy" and contribute positively to the market transformation process by the implementation of viable and sustainable RE pilot projects, which will enable the Government to further establish the appropriate policy and regulatory framework and contribute to climate change mitigation through replication of such projects.

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. The GEF funding will contribute to (1) avoiding new GHG emissions during the development of the rural electricity sector in Guinea; (2) developing an RE market by overcoming institutional, administrative, technical and financial barriers that prevent RE based grids from being a significant part of the energy supply mix; (3) promoting a market approach, and encourage the participation of the private sector to develop mini-grid connected RE systems for meeting the growing demand for electricity thereby supporting sustainable socio-economic growth; (4) supporting independent evaluation and monitoring of the pilot projects to document the best practices that can be applied to other similar projects.

E.    Coordination with other related initiatives: 
Recognizing the challenges in the energy sector in Guinea, the Government has spearheaded a number of initiatives whose overal goal is to promote renewable energy technologies in general and mini hydropower in particular.
 In particular, this project will closely link up to and build synergy with the GEF financed IBRD/IDA’s Decentralized Rural Electrification Project
. The latter project, which is currently under implementation, aims at improving access to electricity in the country’s rural areas by testing the relevant institutional, financial and delivery mechanisms. To do so, it is providing technical assistance to BERD and has created a fund of long-term credit for renewable-energy based rural electrification systems. Furthermore, it assists private providers to identify and set electricity services in rural areas. The proposed project can benefit from synergies with this project by developing mini-hydropower based demonstration projects that could attract private stakeholders with the potential of being beneficiaries of the fund; it will also focus on different regions. 
At the regional level, it will be important for the project to be coordinated and harmonized with the several similar projects implementing national market transformations to promote the uptake of mini-grids powered by renewable energy (Cape Verde, Côte d’Ivoire, Chad, The Gambia, Liberia, Nigeria, Sierra Leone) through the GEF-funded Programmatic Approach on Access to Energy in West Africa.  This regional harmonization and coordination will be undertaken through ECOWAS (the Economic Commission of West African States), of which Guinea and all the other countries are members. Because ECOWAS has a focus on promoting renewable energy among its members, it is by far the most suited regional institution to organize the coordination and harmonization 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 programme 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.

F. the value-added of GEF involvement in the project:

Without the GEF project, the “business as usual” scenario will involve either reliance on fossil fuels for electricity generation in rural areas as the scenario with the least expensive cost option or a continued lack of access to modern energy services in these areas. Under this scenario, the mini hydro resource potential in the country will continue to be underexploited. In addition, the use of renewable energy resources will remain restricted to niche markets. In particular, small hydropower based mini-grids will not be used in rural areas on a large scale to augment rural electrification efforts.

GEF assistance will catalyze market based scale-up and replication of mini hydro renewable energy in rural areas by addressing barriers related to capacity building and awareness creation and increased appreciation of the technical feasibility and economic viability of mini hydro technologies, financial mechanisms promoting private sector involvement, etc. Specifically, GEF funds will be used to pilot an approach of establishing demonstration sites of multipurpose mini hydro-based renewable energy services, while using the process for learning by doing practices related to different types and appropriate levels of skills and knowledge, and supplying the renewable electricity generated to the local isolated communities for basic services and income generation activities. The project is expected to lay the foundation for market environment for mini hydro-based renewable energy for the first time in Guinea, and will have a significant demonstration effect. If successful, the GEF support will enable the Government to scale up and replicate the project achievements across the country. As such, GEF support will ensure that (i) commercialized development of renewable mini hydro power and GHG avoidance are sustained by removing technical, policy and capacity barriers; and (ii) it is demonstrated that the energy service of electricity generated from renewable sources can be used sustainably in rural areas. These activities will contribute towards GHG emission reduction through avoidance of potential future use of fossil fuels, as well as to the economic and social development of Guinea’s rural areas. GEF involvement, therefore, adds value in taking the development of mini hydro-based energy services several steps further. 
GEF involvement will trigger co-financing, mainly from multilateral agencies and the private sector. Multilateral agencies will also take advantage of the political commitment to mini hydro-based renewable energy and the established market environment to support viable and effective investments in renewable energy mini grids in rural areas. 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.
G. risks that might prevent the project objective from being achieved, and risk mitigation measures that will be taken:  

Lack of collaboration by key players and stakeholders. The interests of different stakeholders do not always coincide, and the conflicts or lack of impetus to provide data or other resources necessary to carry out the work program could delay progress or even completely prevent certain analytical tasks. To mitigate these and related risks, a central coordination committee, under the Project Management Office, composed of the key players and stakeholders will be established to facilitate project implementation. 

Less than adequate participation and response from the beneficiary communities despite prior socio-economic studies and surveys showing the need for energy services, ability and willingness to pay for it. This weak ownership will be avoided through appropriate awareness building and participatory work, in addition to commitments of in-kind and/or cash contributions of the beneficiary communities in the cost and work for establishing the mini hydro power facility, as one of the pre-set criteria for site selection. 

Lack of counterpart funding.  Promised contributions from the central and local governments may not be available on time. To minimize this risk, clear guarantees will be obtained from the central and provincial governments prior to the start of the project.

Lack of reliable hydraulic data of sufficiently long period and risk of seasonal drought and floods that can reduce the efficiency and lifespan of the turbines. This could be worsened over the lifetime of the pilots by climate change effects. This risk will be minimized by detailed site evaluations at the beginning of the project. 

Extended negligence of soil erosion problems could affect the physical durability and the performance of the mechanical parts and the turbines, unless sufficient desilting measures are incorporated into the design of the facilities, and long-term solutions implemented regarding riverbank protection and other environmental measures in the catchments areas and upstream. 

H. the expected cost-effectiveness of the project:

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, the total power capacity in MW that could be achieved will be estimated. (ii) Based on the current power generation system, including distribution and transmission losses, the fuel consumption from installed capacity that would deliver the same energy as that is delivered by the renewable energy based mini grids will be established. (iii) Using the emission factors adopted in the GHG inventories, the GHG emissions that could be avoided from the use of renewable energy based mini grids will be calculated. (iv) From the cost of the renewable energy systems to be installed as part of this project, the cost effectiveness in terms of $/ton of CO2 abated will be calculated.
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. 
part iii:  approval/endorsement by gef operational focal point and GEF agency

A.   Record of Endorsement of GEF Operational Focal Point on Behalf of the Government: 
	Name
	Position
	Ministry
	Date 

	Ms. Nima Bah Barry
	Director General for the Fund of the Environment Safeguard
	Ministry of Sustainable Development and the Environment
	26 February  2009


B.  GEF Agency Certification:



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


	Agency Coordinator, Agency name
	Signature
	Date 

(M-D-Y)
	Project Contact Person
	Telephone
	Email Address

	Mr. Dmitri Piskounov

Managing Director

UNIDO GEF Focal Point
	
	
	Ms. Fatin Ali Mohamed
	+43-1-26026-3279
	f.alimohamed@unido.org














� See Guinea: Poverty Reduction Strategy Paper, IMF, January 2008.


� See Guinea: Poverty Reduction Strategy Paper –Third Annual Report, IMF 2007.


� Guinea: Poverty Reduction Strategy Paper –Third Annual Report, IMF 2007.


� See http://web.worldbank.org/external/projects/main?pagePK=64283627&piPK=73230&theSitePK=40941&menuPK=228424&Projectid=P074288. 
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