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1. Country and Sector Background
Energy Resources: Mali's domestic energy resources consist of biomass (fuelwood, charcoal, agricultural
and agro-industrial residues), hydro, and solar energy. Presently, only biomass for household energy and
hydro for electricity generation are exploited on a significant scale. The country's hydroelectric potential,
based on the Senegal and Niger river system, is estimated at about 1,000 MW capable of producing 5,000
GWh in an average year. Of this potential, only about 250 MW have been developed so far, at the Selingue
and Sotuba Dams on the Niger River and the Manantali Dam on the Senegal River. Mali has no significant
known fossil fuels. Petroleum product consumption is entirely dependent on imports (about 300,000 tons
annually).

Government Strategy on Energy: The Government's 1999 letter of sector policy on energy and water has
stated the following main objectives: (i) to provide a wide access of energy services to the majority of
populations at an affordable cost; (ii) to ensure a sustainable management of wood energy resources to
protect the remaining forest cover; (iii) to develop all available national energy sources (hydro, solar, wind,
and biomass); (iv) to liberalize the energy sector by encouraging participation of private operators and
initiatives of decentralized municipalities; and (v) to strengthen institutions in charge of strategy
development and monitoring of sector activities. In March 2003, the Government adopted reference
frameworks for the development of household energy and rural electrification.

Energy Sector Reform: Until 2000, unreliable power supply had been a major constraint for business
expansion in Mali. Tariffs were also below the economic cost of supply. Moreover, the state-owned power
utility Energie du Mali (EDM) was poorly managed and lacked investment funds to ensure the quality and
reliability of service to consumers as well as extend access to a growing number of households in need of
electricity. The GoM has taken important steps on reform to improve the efficiency and management of the
grid-based electricity sector with the successful privatization of EDM and the privately managed Manantali
Dam. Under the recently closed IDA-financed Selingue Rehabilitation Project, the Government set up a
new legal and regulatory framework, establishing an independent regulatory authority, Commission de
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Regulation d'Eau et d'Electricite (CREE), in March 2000, prior to transferring EDM's assets to a private
concessionaire selected through competitive bidding.

However, reform processes and institutions that provide energy for rural populations still need to be
strengthened in order to foster a competitive business environment that is attractive to private investors and
operators. The provision of energy services to the poor calls for a spectrum of energy services and
innovative service delivery mechanisms, involving the active participation of communities and NGOs, in
addition to the private sector.

Energy in Rural Areas: In Mali, barely 1 percent of the rural population has access to electricity. Most
rural households meet their lighting and small power needs with kerosene, dry cell and car batteries.
Kerosene is the primary source of lighting, with an average household expenditure of US$ 4 to 7 per
month. The use of dry cell batteries for flashlights and radio/sound equipment and the growing demand for
televisions powered by car-batteries result in high average household expenditures for energy of around
US$10-15 per month for the upper-income rural households and environment hazards (disposal of dry cell
batteries).

More than 80% of the 5700 villages of Mali have a school or a literacy center, most of which are without
any form of energy for lighting and audio-visual applications. Rural health centers are providing services in
55% of the villages without access to energy. The quality of education and health services can be
considerably enhanced with access to energy services.

Renewable Energy: The Government of Mali has launched several initiatives over the past decades aimed
at bridging this energy divide through the development of decentralized renewable energy based systems.
Several pilot projects, using renewable energies (hydro, solar, wind, biofuels) have been undertaken with
donor, public, and private financing to test both market appetite and different technical and institutional
arrangements- with highly positive results. These pilots have demonstrated: (i) the affordability of
electricity in certain rural areas; and (ii) the interest of rural populations and local- private entrepreneurs in
the energy services delivery business.

Experience with Private (DSCs): Following the deregulation of the electricity sector, the Government
granted 12-year licenses to two decentralized services companies (DSC) outside EDM concession area:
(i) SSD Yeelen Kura involving the electrification of 20 localities; and (ii) SSD in the Senegal River Basin
involving the electrification of 5 localities. The license areas served in each case have quite different
characteristics:

(i) SSD Yeelen Kura. This license area is a cotton producing area to the south of Bamako comprising low
income families. A low voltage grid for about 20 localities with PV systems was used; the target was to
connect about 6,700 (out of some 8,300 families); a grant was provided by the Dutch govermment which
helped finance 30% of the cost of 1,700 PV systems. Subsidies of the capital investment only were required
to make the operation commercially viable, users covering full cost of operation.

(ii) SSD Senegal River Basin. This license area is in the west of Mali close to the Senegal border. It is a
migrant region with the majority of families having considerably higher incomes than the average. The
capital was provided by EdF (70%) and the remainder (30%) by TOTAL FINAELF. In 4 villages there
were about 450 consumers, 90% of which were connected to a low voltage grid and the remaining 10%
supplied with PV systems. No subsidies of the capital costs were needed, reflecting the higher capacity to
pay of this group of consumers.
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Although both companies have been established locally, the initial capital of these DSCs has been provided
by major international companies (EDF, NUON of Netherlands and TOTALFINAELF) which have so far
been able to sustain commercially viable operations. Further scale up of these private, decentralized
initiatives would require finding solutions to the following constraints: (i) the need for an adequate level of
subsidies on the capital costs to be calculated on a case by case basis; (ii) establishing a clear and stable
regulatory framework and pricing system for rural electrification; (iii) attracting a minimum number of
qualified private operators to bid on new license areas. Notwithstanding these constraints, the track record
of the two decentralized initiatives has been encouraging and provides a sound basis for expanding
electricity coverage in rural areas.

Experience with the Multifunctional Platforms: The multifunctional platform consist of a diesel engine
connected to several equipment items (cereal grinding mills, battery charger, dehuskers, water pump,
welding and carpentry equipment) costing about US$3,000 for a basic system. The multifunctional
platform can also run on biofuels such as jatropha oil. In rural Mali, the multifunctional platform initiative
funded by UNIDO, IFAD and UNDP has met enthusiasm from communities and policy makers. Indeed, in
communities where modem electricity services do not exist, these devices are the first exposure to
motorization of many activities that had always been undertaken up to then using human energy. With these
devices, the time of women and children used for grinding cereals and fetching water (about 6 to 7 hours a
day) can be devoted to more productive and fulfilling activities. Local artisans such as carpenters,
blacksmiths and mechanics can also process their materials faster and more efficiently using electricity,
increasing thereby their income generation potential. Although the experience of the multifunctional
platforms in Mali is generally assessed so far as a positive one with about 450 platforms installed, it is
necessary to address environmental, managerial, and cost effectiveness issues before proceeding to scale
up.

Wood Energy: Traditional biomass energy in the form of fuelwood, charcoal, and dung represents about 90
per cent of the final energy consumption in Mali. The use of charcoal in urban areas is estimated to be
increasing by about 20 percent a year. High rates of urbanization experienced in Mali are likely to further
increase the rate of utilization of charcoal. Total woodfuel consumption in Bamako is estimated to have
grown from 600,000 tons in 1994 to about 800,000 tons in 2000.

Adverse Effects on Health and the Environment: The use of firewood and charcoal by households has
substantial detrimental effects on health and on the environment. Inefficient burning of firewood and dung
emits toxic substances like carbon monoxide, sulfur, and nitrogen oxides which cause bronchitis,
emphysema and other respiratory diseases. These health hazards affect mostly women and children and
contribute to low birth weight and high mortality rates. Increasing the use of wood for energy is also a
serious threat to the environment, especially in fragile ecosystems such as those found in Mali. Although
land clearance, grazing and bush fires are more important factors contributing to deforestation, the mining
of forest for energy contributes considerably to deforestation when natural regeneration is low. Pressure on
forest resources is exacerbated due to the growing reliance of urban populations on charcoal for cooking.
The efficiency of earthen kilns used in charcoal production is low, in the range of 40-60 percent, while in
some areas 7 kilograms of wood is needed to produce I kilogram of charcoal. The inefficient conversion of
wood to charcoal is a serious threat to the environment. Local wood shortages occur in many villages due
to over exploitation.

The Need for Communitv-based Forest Management and Interfuel Substitution: At current rates of rural
electrification, the poorest of the poor will have to wait for many decades to have access to electricity
services. In the meantime, energy needs for cooking, heating and lighting will be covered predominantly by
wood energy resources. Community-based forest management initiatives and the introduction of efficient
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charcoal kilns and improved wood and charcoal stoves which increase fuel efficiency by at least 30 percent
and 25 percent respectively are necessary since they provide health and environmental benefits in the short
to medium term, as well as social and economic benefits. Moreover, by improving income levels in
communities such initiatives are likely to prepare the ground for the affordability of modem energy
services.

Prior Satisfactory Experience in Household Energv: The GoM concluded a Household Energy Project in
2000 financed by the GEF and the Government of the Netherlands and managed by the World Bank. The
project implementation completion report indicated that the overall achievement with respect to the project
specific objectives was satisfactory. This project has demonstrated an innovative approach to achieving
sustainable management of the natural forest cover with the involvement of rural communities. Based on a
management plan, agreed upon between villagers and the forestry service, a village management committee .
is responsible for the-use of forest resources. The woodfuel harvested is sold to commercial transporters at
a market created by the village and at a price determined by the villagers themselves. The transporters pay
a woodfuel tax on entering the urban area, where the origin of the woodfuel is checked by a forestry service
control post. Urban consumers thus pay the price of woodfuel (determined at the rural market) plus a
transportation cost, a mark-up and a tax element, and thus a woodfuel price that reflects economic cost. In
order to discourage the marketing of woodfuels from non-managed forests, the tax paid at the control post
by transporters with wood from non-managed areas is higher than the tax plus the fuelwood cost at the
rural markets. Effective control and monitoring systems did not work well. Further interventions should pay
particular attention to these aspects and design appropriate systems to ensure effective functioning of the
rural markets. This approach will consolidate achievements on policy and legislative fronts.

Scalinsg up: More than 250 village management plans exist covering about 346,377 ha. Also, about 250
rural firewood markets were established, of which 50 are managed by 14 private operators. Better
management of the forests and better carbonization techniques have been introduced for greater efficiency
in the production of woodfuels. Furthermore, to encourage conservation of woodfuel, improved stoves and
substitute fuels were promoted. More than 150,000 low cost charcoal stoves costing about US$5 each and
fully manufactured locally have been sold in cities where the project intervened.

While considerable momentum is created by these initiatives, further interventions are needed to strengthen
sustainability mechanisms and to scale up. In particular, the control system for regulating the cutting,
transporting and monitoring of harvested woodfuel needs to be improved. Also, the completed woodfuel
supply master plans for the main towns need to be implemented to increase the areas under management.
Regarding household energy efficiency and interfuel substitution initiatives, further support is needed to
enable the private sector and NGOs to play their roles in the dissemination of improved stoves, and
alternative fuels such as biofuels, kerosene and LPG.

The Government's Rural Energy Strategy: The Government's rural energy strategy builds upon the lessons
learned so far on the ground in order to reduce inequalities in access to modem energy and, thereby,
increase social welfare, education, health and income generating opportunities in rural and peri-urban
areas. The government plans to create national institutions with responsibility for scaling up successful
programs (such as the private DSCs, multi-functional platforms, household energy initiatives) to help
achieve this goal.

The Government is aware that any rural energy program has to address severe technical and economic
constraints, which are a direct consequence of the intrinsic characteristics of rural areas and hamper the
profitability prospects of such programs. These constraints are the high investment costs and wide
dispersion of loads, which discourage power network expansion, and the low capacity-to-pay and irregular
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income of rural populations.

To accelerate energy access in rural areas in a sustainable manner, it is thus critical to develop an optimal
combination of an institutional (legal and regulatory) framework and tools (technical, economic and
financial) adequate to address the above-listed constraint and sufficient to attract private investors
-operators. The GoM has already taken steps towards this goal and has decided to create: (i) a rural energy
services agency, AMADER, Agence Malienne pour le Developpement de l'Energie Domestique et de
t'Electrification Rurale; and (ii) a financial instrument, a rural energy fund, REF, Fonds d' Electrification

Rurale. The HEURA project aims at strengthening AMADER and FER, thus providing the remaining
building blocks to enhance the GoM initiatives under way, and preparing for the integration of AMADER
and FER in the national budgeting process.

2. Objectives
The Household Energy and Universal Rural Access (HEURA) Project would support the Government of
Mali's efforts to increase the access of isolated low income populations to basic energy services to help
achieve economic growth and poverty reduction targets, including those linked with the Millennium
Development Goals (MDGs).

The HEURA project's specific objectives are:

(i) accelerating the use of modem energy in rural and peri-urban areas in order to increase
productivity of small and medium enterprises, to enhance the quality and efficiency of health and education
centers, and to improve living standards;

(ii) promoting further community-based woodland management to reduce un-sustainable pressure on
forest resources while simultaneously encouraging interfuel substitution and energy efficiency initiatives;
and,

(iii) strengthening energy sector reforrn processes and related institutions to create a favorable
investment environment for increased private sector participation in decentralized energy services delivery
in rural and peri-urban areas.

3. Rationale for Bank's Involvement
Building on its experience in supporting rural energy and household energy programs in over 30 developing
countries, the Bank is actively assisting the GoM in the preparation of the HEURA project; it will continue
to assist the country during the implementation phases. In this regard, the Bank will tap the worldwide
experience of intemational utilities in implementing rural and peri-urban electrification schemes in
developing countries. The Bank will also assist the GoM in creating institutions and funding mechanisms
such as AMADER and REF that have the capability to carry out donor coordination in a decentralized
energy sector.

The overall Bank investment project in support of decentralized energy services in Mali makes it possible
to include a GEF operation-under Operational Policy 6.0 to help remove the barriers impeding the adoption
and promotion of RET. The project fully realizes the institutional commitments of the Bank to removing
major barriers in the country towards promoting, adopting and disseminating RETs for the benefit of social
welfare in Mali and the reduction of GHG.

4. Description
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Capacity Development and Institutional Strengthening

The Capacity Development and Institutional Strengthening component will have four main purposes:

(i) to support the capacity development of the Regulatory Commission staff (CREE) to enable them to
carry out their responsibilities of contract oversight, monitoring and compliance more effectively;

(ii) to support institutional strengthening of the National Directorate of Energy (DNE) to monitor
implementation progress of energy sector strategy and reform;

(iii) to support institutional strengthening of the National Directorate of Nature Conservation (DNCN)
to play an active role in the management of the household energy sector; and

(iv) to support the capacity development of AMADER to become an operational institution.

At present, the CREE, the DNE, and the DNCN are poorly equipped and lack the critical expertise needed
to carry out their functions. AMADER is newly created and needs support to become operational and
efficient.

Energy Services Delivery

The Energy Services Delivery component would support the government's strategy of providing access to
basic energy services in rural and peri-urban areas. It is based on an output-based approach (OBA), using
private operators, and linking payments of subsidies to outputs. For the expansion of PV systems
co-financed by the GEF, a fee-for-service model is adopted. This business model is more conducive for the
expansion of PV systems for the following reasons: (i) it allows the most affordable payment schemes and
can reach a larger client base; (ii) clients do not have to invest in systems but only pay for services provided
by operators; (iii) clients do not have to worry about after-sales systems maintenance which is centrally
provided by operators; and (iv) product standardization and quality assurance is easier as operators can
obtain economies of scale in procurement and in the delivery of services. Investment costs would be funded
by a mix of private equity, commercial bank loans, and grants for the subsidized portion of the capital
expenditures, channeled through a rural electrification fund. The approach will build on the successful
experience of two 'demonstration' schemes that have been in operation since 2000. The rationale for this
new approach, process for the selection of future private operators, mechanisms for the provision of
subsidies, and the experience to date with energy service delivery schemes are fully described in Annex 2.

Household Energy

The household energy component will build on achievements of the previous Household Energy Project and
support the scaling-up of initiatives of the national strategy on household energy. It would have three main
subcomponents: (i) Conmmunity-based Woodland Management; (ii) Interfuel Substitution and Energy
Efficiency; and (iii) Information, Education, and Communication.

5. Financing
Source (Total ( US$m))
BORROWER ($5.25)
IDA ($35.65)
GLOBAL ENVIRONMENT FACILITY ($3.50)
FOREIGN PRIVATE COMMERCIAL SOURCES (UNIDENTIFIED) ($8.95)
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Total Project Cost: $53.35

6. Implementation
The GoM has decided to create a rural energy services agency, AMADER, to promote the development
rural electrification and household energy in Mali. The main responsibilities of AMADER will be the
following:

in rural electrification:
* to promote the development of rural electrification projects through the provision of
up-front investment subsidies from the Rural Electrification Fund (REF);
* to prepare and update periodically the RE master plan;
- to provide technical and, if applicable, financial assistance, to ensure the technical and
commercial viability of operators in rural areas;

to conduct awareness, information, and, when applicable, training activities for the
different stakeholders in the RE sector.

in household energy:
- to encourage the manufacture, promotion, and use of low cost equipment for woodfuel;
* to intensify the use of fuel substitution for woodfuels;

to improve the regulatory and fiscal framework as well as enforcement;
* to expand rural markets for woodfuels;
* to consolidate the planning, monitoring, and evaluation tools in the sector.

Under its charter, AMvADER must coordinate activities with the regulatory commission for electricity and
water sectors, CREE, DNE, DNCN.

CREE will be strengthened to handle more efficiently regulatory issues and better assume its
responsibilities, including the control of the procurement processes of AMADER and operations of rural
energy services providers, control and approval of tariffs proposed by operators, oversight of contractual
obligations by operators and protection of rural consumers' rights.

DNE will be strengthened through this project to assure more efficiently its role of policy formulation,
strategy development, monitoring, evaluation, and impact assessment of activities in the energy sector.

DNCN will be strengthened to be more efficient in policy and strategy development, monitoring and
evaluation of activities in the forestry sector. The DNCN has an important role to play in the supervision of
activities to be undertaken by the woodland energy management sub-component of the household energy
component.

A cautious approach to implementation will be adopted as AMADER builds up its capacity and emphasis
is placed both on selecting experienced operators and reaching agreement on sound contractual
frameworks. A transitional period of six months will be needed for AMADER to recruit its essential staff
and to become operational.
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AMADER'S ORGANIGRAM

Rura Electrificioard E

| General EDirectorate
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Project Implementation Household Energy
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Financing Mechanism and Flow of Funds

A key objective of AMADER will be to help mobilize private investment for Decentralized Energy
Companies (DSCs). A license area will be awarded, normally competitively, for the right to provide DES in
a specific service area of the country. All project funds, whether grants, credits or loans, will be channeled
to the Rural Electrification Fund (REF) which will be administered by a local commercial bank
competitively selected. This fund is being established to respond to the medium- and long-term funding
needs of private contractors.
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RelationshiDs Among the Various Rural Electrification Actors

Ministry of Energy and Water / National Energy Directorate
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funds) and for the preparation of the project's annual consolidated fiancial statements and quarterly

financial management reports (FMRs).

The other implementation agencies, namely DNE, DNCN, and CREE will operate on the basis of cash
advances determined by their annual work programs and budgets. Each one will have an experienced and
competent financial officer to keep the financial records and report to ANIADER (the PIU for the first 6
months) on a quarterly and annual basis. They will prepare the entity annual work program and budget,
will manage the resources, keep the records and ensure that requests for funding are prepared and
submitted to AMADER on a timely basis.

A computerized financial management information system, including budgetary, accounting, financial and
internal controls will be established within AMADER. This system, which will take over financial
management function from the PIU after six (6) months will be able to provide FMRs acceptable to IDA as
soon as it assumes full responsibility over the financial management function.

Financial management of the REF sub-component will be carried out by a Trustee (A commercial bank to
be recruited on the basis of competitive bidding). The financial statements thus produced will be submitted
to AMADER and presented along with the consolidated project financial statements to IDA.
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AMADER will be responsible for the preparation of quarterly and annual FMRs and their submission to
the Borrower and IDA. AMADER will submit annually to the Borrower and IDA a set of financial
statements to be audited. The records and accounts of the project will be audited annually in accordance
with international audit standards by an experienced and internationally recognized audit firm acceptable to
IDA. The audit will include a comprehensive review of all SOEs and the management of Special Account.
The auditor will also be expected to issue a management report with practical recommendations for
improving the project internal control system. Audit report will be submitted to the Bank no later than 6
months after the closing of each fiscal year.

The recruitment of AMADER's General Manager, Chief Financial Officer (Directeur Administratif et
Financier ), Accountant, Procurement Specialist and the selection of the auditor are conditions of project
effectiveness.

7. Sustainability
A key strategic reason to initiate rural energy investments is to seek sufficient, gradual nurturing of the
local markets and capacities so as to ensure long-term sustainability of activities in the sector. GEF grants
are intended to help remove current barriers preventing the development of such initiatives. For solar PV
systems, for example, the decline in costs will come from: (i) economies of scale-which are often realized
when a credible expectation of a large market has been created, (ii) formation of links to lower-cost
suppliers abroad, and (iii) rising incomes, which will increase the affordability of the systems.

The project's energy services delivery component places emphasis on reducing the initial costs, building
capacity, and providing incentives for quality after-sales service to ensure that the systems (including solar
home and institutional systems) financed under the project are sustained long after the project has closed.
To the extent that both the initial capital costs come down and that after-sales service requirement needs are
properly met, the 'replacement' costs for the investments under the project will be lower, and the need for a
subsidy will gradually decline.

It is expected that when companies have proven the effectiveness of solar technology and their sales and
service capabilities, additional public institutional customers (in the health and education sectors, but
potentially expanding to other such sectors) will be interested in benefiting from their services and the
demonstration effect would also encourage other large, private users (private schools and health clinics, for
instance) to do the same.

Sustainability of PV markets is dependent upon the speed of expansion and their threshold size in home and
institutional markets. By linking subsidies as triggers to lowered PV costs; number of PV units installed,
and demand creation for PV products, it is possible to improve the sustainability of PV markets.

Given the GEF share of 20-25% in total costs, it is reasonable to expect that cost reductions and income
increases over a number of years will offset the need for such support after the project is over.
Additionally, the planned capacity strengthening activities will support 'learning by doing' and
incorporating mid-term revisions and corrections along the way; taking care to reduce grant dependencies
of individual sub-projects after the initial phase.

A major change this project proposes is to incorporate energy services requirements as a routine part of
budgetary processes of individual line ministries. The interministerial committee's work will be devoted to
ensure that sectoral ministries budget their demand of energy services to enhance theiractivities.

Regarding household energy, the project intends to ground sustainable woodland management based on
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incentive mechanisms through further legal and regulatory reform. The strengthening of the DNCN will
also ensure that control and monitoring is improved. As for interfuel substitution, sustainability is a major
objective to be pursued by private operators operating in a cost-effective manner. Initial capital subsidies
appear justified to mitigate the first steps of market development, scheduled to be phased-out as soon as a
market is firmly established.

8. Lessons learned from past operations in the country/sector
Regulation: Legislative changes up front are needed to bring decentralized energy initiatives in

rural areas into effect on a sustainable basis. The specification of a comprehensive set of regulatory and
administrative rules for decentralized rural energy is indispensable to create an enabling climate for private
sector and local govemment involvement. A well-defined and operational energy policy needs to be in
place, with proper specifications that spell out clearly the roles of the different actors-local communities,
private sector operators, NGOs, public agencies. In Mali, an appropriate energy policy has been drawn up
and a Rural Energy Agency was created prior to project appraisal. With regard to the household energy
component, the definition of a comprehensive legal and regulatory framework with clear implementation
rules and the design of simplified fiscal and pricing mechanisms are required to avoid loopholes,
distortions and opportunities for corruption in household fuel markets.

* Contractual Framework: An important lesson, from recent experience in Mali with private operators,
is that a sound contractual framework at the outset is a critical factor in helping safeguard longer term
stability of the contract. For this reason, the project design envisages a slower build up initially of new
operators of decentralized energy services, not only to ensure qualified operators but also to ensure that
new contracts are satisfactory to all parties and reflect the early operating experience of ongoing
schemes.

* Community Ownership, Participation, and Entrepreneurial Contribution: Without ownership and
participation of local communities, rural energy programs are not sustainable. Participatory
approaches, already started under the first Household Energy Project, proved to be a key factor
determining a successful outcome of different components of the project. They should be continued and
extended to new activities of rural energy under the HEURA project. This will leave more initiatives
with local communities on a demand-driven basis. Experience from other projects in the region
suggests that extensive consultation/participation of all stakeholders throughout the entire
policy-project cycle, as well as the implementation of a sound communication strategy, are both needed
for ownership of the project.

Capacity: Past experience has also demonstrated the necessity to have adequate capacity at
both central and decentralized levels for successful project implementation. As a consequence, the capacity
building component of the HEURA project will address existing capacity weaknesses at both levels as well
as organize training activities for private sector operators, NGOs, and regional staff of the concemed
ministries.

Promotion of renewable energy technologies (RETs): Significant resources are required
initially to lower the barriers that impede greater use of these technologies. These include, for instance,
resource assessments and energy use audits, strategy papers, demonstration schemes, training, and building
broader awareness of RETs as a viable retail business. At the same time, such "upstream" activities, if
carried out in isolation and without links to a program of actual procurement and use of RET, do not lead
to market development. To the contrary, a viable investment financing program helps "learning by doing"
and improves the quality and impact of such "upstream" activities. This project aims to build on the prior
project experience of other donors and develop a coherent program of knowledge and financing support for
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the promotion of these technologies.

* Profitability of schemes: It is important to stress profitability of RE schemes. They should be set up
on a commercially viable basis. At initial stages, some subsidies are generally required, but recurrent
cost subsidies undermine sustainability. A review by the "World Bank Solar Home Systems Projects:
Experiences and Lessons Learned 1993-2000" noted that initial pace of implementation is likely to be
slow, and recommended to provide adequate after-sales service, including consumer education in
proper maintenance and operating procedures to ensure onsumer satisfaction.

9. Environment Aspects (including any public consultation)
Issues : An Environment and Social Management Framework (ESMF) has been prepared (i) to

establish the mechanism to determine and assess future potential environmental and social impacts of sub
projects that are to be identified (specific infornation on numbers of sub-projects, site location of sub-
projects, land requirements, local communities, geophysical land features, nature, type and use of
equipment/plant, was not available) and (ii) to set out mitigation, monitoring and institutional measures to
be taken during implementation and operation of the sub-projects to eliminate adverse environmental and
social impacts, offset them, or reduce them to acceptable levels.

Discussions are on-going with the Directorate of Energy and the Directorate of Nature Conservation on the
prospective sub-project sites. The EMSF outlines a consultation and participation plan to be applied during
the preparation of sub-projects.

10. List of factual technical documents:
Cadre de Reference de l'Electrification Rurale, February 2003
Cadre de Reference de l'Energie Domestique, February 2003
Enviornmental Social Management Framework, April 2003
Resettlement Policy Framework, March 2003

11. Contact Point:

Task Manager
Koffi Ekouevi
The World Bank
1818 H Street, NW

Washington D.C. 20433
Telephone:
Fax:

12. For information on other project related documents contact:
The InfoShop
The World Bank
1818 H Street, NW
Washington, D.C. 20433
Telephone: (202) 458-5454
Fax: (202) 522-1500
Web: http:/l www.worldbank.orgAinfoshop
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Note: This is information on an evolving project. Certain components may not be necessarily included
in the final project.


