
38581 
 

DRAFT 
PROJECT INFORMATION DOCUMENT (PID) 

 

Project Name 
Pakistan Community-Based Renewable Energy Development in 
Northern Areas and Chitral 

Region South Asia  
Sector SASES 
Project ID P101640 
Borrower(s) NA 
Implementing Agency Aga Khan Rural Support Program 

Environment Category [] A   [X ] B   [ ] C   [ ] FI   [ ] TBD  
Safeguard Classification []S1 [X ] S2 [ ] S3 [ ] SF [ ] TBD  
Date PID Prepared January 16, 2007 
Date of Appraisal 
Authorization 

TBD 

Date of ERPA Signature TBD 

1. Country and Sector Background 
 
The federally administered Northern Areas and Chitral (NAC) district of the North West Frontier 
Province (NWFP) of Pakistan are located at the intersection of four of the world’s highest mountain 
ranges, and are one of the remotest and most isolated regions in Pakistan.  They contain over one 
million people living in 850 villages, with high incidences of poverty and lack of access to basic 
services.  In 1998, only 46.7% of the households in Gilgit, Baltistan, Ghizer, Ghanche, Diamir 
(Northern Areas) and Chitral had access to electricity and this figure has remained relatively stable in 
the recent years.  Chitral town is the only area connected to the national grid, but supply is intermittent 
with frequent power outages and poor power quality.  Although the Northern Areas Public Works 
Department (NAPWD) plans to add 160 MW to the current supply gird by 2009, this will be 
insufficient to meet projected future local levels of demand.   
 
A majority of the villages in the Northern Areas and Chitral are either supplied by stand-alone small 
electric power grids or do not have access to electric power at all.  Most of the stand-alone generation 
is provided by diesel generator sets close to urban centers which often operate at sub-optimal levels.  
There is very little published information available on generation capacity, actual installed generation, 
transmission, or distribution infrastructure, number of consumers by categories, total/annual 
consumption, and/or prices for this type of electricity provision. 
 
Due to the high cost of grid extension and the lack of alternative resources, micro and mini 
hydropower has been shown to be the most cost-effective power source for many of the villages in the 
Northern areas of Pakistan.  The NAC offers tremendous potential to generate electricity from 
renewables, although a systematic assessment of economically viable resources has yet to be 
undertaken for specific technology applications such as hydropower.  By some estimates, over 40,000 
MW of hydropower potential exists nationwide—mostly in the northern parts of the country but also 
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including low-head canal flows elsewhere—of which only about 16% inclusive of large hydro has 
been harnessed so far.  The current installed small hydro capacity consists of high-head plants set up in 
the northern regions, which collectively amount to only about 64 MW.1

Recognizing this fact, the Government of Pakistan created the Alternative Energy Development Board 
(AEDB) in May 2003 to act as the central national body on the subject of Renewable Energy.  
Currently, all RE power projects of net installed capacity less than 50 MW are processed by the 
AEDB, while projects of capacity greater than 50 MW are processed by the Private Power and 
Infrastructure Board (PPIB).  National guidelines and provisions for power purchase from micro, mini, 
and small hydro projects installed through private, public-private and community participation are 
under preparation and will be notified subsequently by the Ministry of Water and Power.  Many 
provincial governments have, or are in the process of issuing, their own policies in this regard and the 
AEDB and PPIB will support and facilitate their efforts in project implementation, tariff negotiations, 
and other operational matters. 
 
A Draft Policy for Development of Renewable Energy in Pakistan was issued in February 2006 which 
provides the Government of Pakistan’s initial policy statement on renewable energy development, as 
well as defining the strategy to be followed in the medium to longer terms.  During the immediate term 
(2006-07), the Draft Policy places emphasis on the design, demonstration, and pilot testing of 
dispersed off-grid, community, embedded, and standalone RE systems, including their financing and 
marketing modalities and integration with other social and physical infrastructure development 
(e.g., poverty alleviation, rural electrification).  Extensive funding and consequent 
deployment will be targeted based on completed studies and prototype evaluations for 
the medium term (2008-2010), with specific RET- and market targets and funding 
arrangements to be developed by 2008. 

2. Objectives 
 
The proposed development objectives of the Carbon Offset Project are: 

• Reduce global emissions of carbon dioxide.  
• Increase access to modern energy from renewable energy sources. 

 
The Carbon Offset project will provide additional support for the achievement of the following 
objectives, namely: (a) develop hydropower potential in an environmentally and socially sustainable 
manner so as to help meet local electricity demand, (b) improve access of rural areas to modern 
electricity services, and (c) improve standards of living for the poor through provision of community 
level infrastructure.   
 
3. Rationale for Bank Involvement 
 
This Carbon Offset project will facilitate greenhouse emission reductions and support the development 
of the international market mechanism for trading Emission Reductions (ERs) developed in the 
framework of the Kyoto Protocol.  The project consists of sale of ERs to the Community Development 
Carbon Fund (CDCF) which provides carbon finance to small-scale CDM projects in the least 
developed countries and poorer areas of all developing countries.  Operational since July 2003, the 
CDCF actively seeks to reach countries and communities that are neither presently benefiting from 
development through carbon finance nor are likely to benefit greatly from it in the future.  The CDCF 

1 Government of Pakistan, Draft Policy for Development of Renewable Energy in Pakistan, February 2006 
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also seeks to support projects which include, as a measurable output, the provision of goods and 
services that will lead to improvement in the social welfare of the communities involved in the 
projects.  
 
The project will be partially financed through grant support from the ongoing World Bank Pakistan 
Second Poverty Alleviation Fund Project which includes provision of grants for small scale 
infrastructure projects.  AKRPS’s proposed sale of ER credits to the CDCF will allow for the 
mobilization of additional resources to fill the current financing gap and fully fund the current phase of 
the community based renewable energy program. 
 
Higher level objectives to which the project contributes  
 
The project is consistent with the Country Assistance Strategy for Pakistan and supports the PRSP, 
particularly through the provision of support for the development of rural community-based 
infrastructure projects and by increasing rural access to modern energy sources. 
 
The project will reduce infrastructure bottlenecks and will allow for increased use of electricity for 
income generating activities in rural areas by providing reliable local sources of energy.  The increased 
use of hydroelectric power will also produce local environmental and health benefits such as reduced 
exposure to indoor air pollution and reduced pressure on forestry resources used to meet household 
heating and cooking needs, reduced local air pollution from diesel-fired gensets, and direct economic 
benefits from the reduced need to transport and store fossil fuels in remote areas for power, heating and 
cooking.  The project will also produce global environmental benefits by annually reducing GHG 
emissions through the substitution of hydropower for diesel and kerosene used at the village level. 
 
4. Description 
 
This carbon offset project consists of purchase of ERs generated from at least 51 run-of-river 
hydroelectric plants ranging in size from .05 MW to .5 MW, with combined capacity of ~10 MW in 
different locations in Pakistan’s remote Northern Areas and Chitral by the World Bank-managed 
Community Development Carbon Fund (CDCF).   The program shall be financed by a combination of 
PPAF grant funds, government contributions, bilateral assistance, equity contributions and domestic 
borrowing repaid through future carbon finance payments and community payments recovered through 
tariff charges. 
 
This project falls under the small-scale CDM project activity with total electricity generation within the 
limit of 15 MW. The project will lead to reduced GHG emissions by: 

• Replacement of kerosene for lighting and fuelwood for heating and cooking; 
• Replacement of diesel fuel used to power standalone generator sets 

 
The hydroelectric plants would be managed on a community basis, with program implementation 
support from the Aga Khan Rural Support Program, and would include active community involvement 
at the identification, design, implementation and operation stages.   The operation of these renewable 
energy systems will provide increased access to modern energy services to an estimated 150,000 
people (with associated social benefits) currently depending on traditional fuels, kerosene, and diesel-
fired gensets to meet their energy needs.  Operational costs will be recovered from users through tariffs 
whose level shall be determined by the operator of the plant, a “Maintenance Committee” formed by 
the beneficiary community, and other stakeholders at a level which shall be sufficient to cover all 
maintenance, repair, depreciation and loan repayment expenses. 
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Both local and imported technology will by used for the mini hydel units, depending on site conditions 
and operational specifications.  The private equipment supply companies shall provide warranty and 
after-sales service to the communities. Technical support will be provided by AKRSP, NAPWD, and 
CWD (Chitral Works Department) to provide assistance in both the identification and commissioning 
stages and in capacity building.    
 

The estimated cost of the above investment projects is as follows: 

Project Cost  in US$ Million Project Component  

Program Cost/other cost 1.5 
Cost of AKRSP supervision/ program 
management 

Capital Cost 13.4 Civil and Electrical works and goods 
TOTAL Cost 14.9  

5. Financing 
Source: ($m.) 
Local equity, in-kind and land contribution 2.99 
PPAF IDA grant 6.67 
Government of Pakistan (Northern Areas) 2.54 
Domestic Borrowing 1.13 
Royal Norwegian Embassy  1.64 

Total 14.97 

Implementation 

AKRSP is a community development organization that has been working in northern Pakistan over the 
last 20 years to act as a catalyst for integrated rural development, including institutional development, 
resource development, and market development.  AKRSP has successfully completed a total of 240 
micro-hydel schemes in 6 districts of northern Pakistan, including several larger mini-hydel plants 
operated and maintained by local communities. 
 
AKRSP will manage all aspects of project implementation with technical backstopping support 
provided by NAPWD in Gilgit and CWD in Chitral.  AKRSP’s engineering subsidiary Mountain 
Infrastructure and Engineering Services (MIES) will implement the technical aspects of the proposed 
projects with support from AKRSP’s Market Development and Institutional Development divisions. 
 
Partnership arrangements  
 
A comprehensive agreement will be signed between the participating community companies and 
AKRSP detailing the responsibilities of AKRSP in program implementation which shall also include 
the legal transfer of rights to the Emissions Reductions from the communities to AKRSP.  A similar 
agreement will be prepared covering the technical support that will be provided by NAPWD and 
CWD. 
 
5. Monitoring and evaluation of outcomes/results  
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Monitoring and evaluation will be undertaken through implementation of the agreed upon monitoring 
plan for Verification of Emissions Reductions.  AKRSP will be accountable for overall reporting on 
implementation progress, preparation of financial monitoring reports, and preparation of audited 
project accounts. 
 
The Monitoring & Verification Plan which shall be implemented by ARRSP will include information 
on:  

• Physical Progress and financial reporting on biennial and annual basis 
• Internal and external monitoring visits 
• Internal and external evaluations 

 
A monitoring and verification plan for the community benefits of the program as required by the 
CDCF shall also be developed by AKRSP.  This Plan will build upon the existing M&E systems of 
AKRSP, and shall include a Baseline and Benefit Monitoring Evaluation prior to project 
implementation which will be compared to annual evaluations of agreed-upon socio-economic 
indicators. 
 
6. Sustainability 
 
Sustainability of the micro-hydro village electrification systems is primarily linked to the capacity built 
up within the communities themselves.  Key factors which will be addressed during program 
implementation include the effective implementation of the community mobilization process, 
provision of technical and capacity building support to the communities to ensure maintenance needs 
are met, and program supervision and backstopping by AKRSP. Previous experience with AKRSP-
implemented rural infrastructure projects shows that their approach for community mobilization has 
been successful, and that the provision of TA for microhydro schemes has been effective, as indicated 
by low numbers of system failures from previously installed units.    
 
7 Lessons Learned from Past Operations in the Country/Sector 
 
This Carbon Finance Project will incorporate lessons learned from the initial implementation of the 
AKRSP community micro-hydro schemes in Pakistan, the World Bank Second Poverty Alleviation 
Fund Project, and from the Nepal Village Micro Hydro Carbon Offset Project currently under 
preparation by the World Bank.  Recent experience has demonstrated that delivery of infrastructure 
services to rural communities are more effective and sustainable when beneficiaries are able to actively 
participate in project planning and design. Accordingly, the village electrification component adopts a 
community-driven approach, which involves the community at every stage of the development 
process, including planning, implementation, and management.   
 

8. Environmental Issues and Safeguard Policies 
 
The environmental and social impacts of micro hydro projects are generally small from these run of 
river projects which will not displace any persons.  AKRSP will undertake environmental assessments 
of proposed sites following the procedures laid down in the Manuel for Environmental Assessment 
under the environmental management framework developed for PPAF supported projects. 
 

Safeguard Policies Triggered by the Project Yes No 

Environmental Assessment (OP/BP/GP 4.01) [ X ] [  ] 
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Natural Habitats (OP/BP 4.04) [ ] [ X] 
Pest Management (OP 4.09) [ ] [ X ]
Cultural Property (OPN 11.03, being revised as OP 4.11) [ ] [ X ]
Involuntary Resettlement (OP/BP 4.12) [ ] [ X ]
Indigenous Peoples (OD 4.20, being revised as OP 4.10) [ TBD ] [  ] 
Forests (OP/BP 4.36) [ ] [ X ]
Safety of Dams (OP/BP 4.37) [ ] [ X ]
Projects in Disputed Areas (OP/BP/GP 7.60)* [ X ] [ ]
Projects on International Waterways (OP/BP/GP 7.50) [ ] [ X] 

9 List of Factual Technical Documents 
 
Community-Based Renewable Energy in Northern Areas and Chitral, Pakistan, Project Idea Note, 
March 2006 
 
Community-Based Renewable Energy in Northern Areas and Chitral, Pakistan, Project Design 
Document, December 2006 
 

10 For more information contact: 
 
Jeremy Levin 
The World Bank 
1818 H Street, NW 
Washington, D.C. 20433 
Telephone:  (202) 473-5555 
Fax:  (202) 522-1664 
Web: http://www.worldbank.org/infoshop

* By supporting the proposed project, the Bank does not intend to prejudice the final determination of the parties’ claims on the disputed 
areas 
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