CSO Comments on FP080 AfDB Zambia (BM19, March 2018)
Zambia Renewable Energy Financing Framework
This programme is welcome in many ways. It supports the addition of solar energy in the
energy mix of Zambia, adding cleaner energy, helping to improve energy access and alleviate
power outages.
The proposed project reduces the over-reliance on big hydro – what is happening in Zambia
shows clearly how big hydro is vulnerable to the impacts of climate change - and aims to
prevent a shift to coal power or reliance on imports of power generated with coal.
The main project would provide up to US$150m in “senior debt and standby loans” to
independent power producers of solar power, as well as potentially small hydro (more on that
below). The GCF would provide US$50m of this loan facility, with a further US$50m from the
African Development Bank, which would also look for US$50m in private finance. The “standby
loans” (also referred to as “tenor extension instrument” would help commercial lenders to offer
longer term loans for renewable energy projects – a type of capital that is needed to
encourage renewables investment.
The loan programme supports a broader REFIT (feed-in tariff) programme, so is consistent
with the national strategy.
The US$4m technical assistance grant components (US$2.5m coming from GCF) also seems
appropriate – building regulatory capacity for the development of off-grid and mini grid
systems in a first phase, and the capacity of local financial institutions to support renewable
energy in a second phase.
The ESS assessment considers this to be a category B project (category 2 in terms of the AfDB
safeguard system. It is explicitly stated in the ESS assessment that the programme will not
support category 1 (category A) subprojects.
However, there are a few points of concern and possibilities for improvement.
First, the focus on a handful of IPPs addresses only one part of the potential solar energy
supply potential in Zambia. The programme is targeted at utility scale IPPs – with other forms
of solar energy that can help with energy access (eg. Solar home systems) not included in the
scope of the programme. We hope that the GCF will also address these other types of needs in
future.
Second, it is concerning that small hydro (defined as “up to 20MW”) could constitute up to 20
per cent of the project (p.41), stating that alongside 4-6 solar IPPs (independent power
producers) being supported, 0-2 small hydro producers could be supported too (p.38). [There
is also an inconsistency: the ESS documentation mentions “up to 30 per cent” of program

financing potentially going to small hydro – p.4]. Very little is said about this in the project
proposal, although it is welcome that the project proposal specifies some rules about hydro
(eg. Max dam height of 15m; no category A subprojects, p.97).
Since part of the rationale for the project is the reduction of dependence on hydro power
(noting that existing facilities in Southern Africa, including Zambia are already suffering
reduced production capacity of around 20%), it is not clear why this element is included.
Given the clear need to diversify away from hydro power, and the focus of the project
documentation and rationale, it is not clear why the hydro element should be supported and
we should urge that the programme be dedicated to supporting solar power production (and
related infrastructure, such as mini-grids).
Thirdly, the technical assistance component does not go far enough, as the iTAP points out:
“It is essential not only to enhance the capacity of the local banks, but also to promote the
installed capacity of technicians and enterprises willing to service the solar energy market and
to build awareness and knowledge on solar energy by the potential users of the rural
electrification program. Therefore, expanding the scope of the technical assistance component
to start creating the solar ecosystem in the country could benefit and accelerate its effective
implementation.” (p.180)
We should endorse this suggestion that the technical assistance programme should be
expanded to include capacity building and training for SMEs and technicians in the solar
energy supply chain in Zambia. More generally, the GCF should consider how enhancing the
technical assistance grant components of private sector programmes can help to increase the
impact of GCF funding, strengthening domestic capacity and so enhancing the “replicability” of
GCF investments.
Finally, the Gender Action Plan is insufficient in terms of its ambition or the resources allocated
to the activities described – eg. US$30,000 to provide training for “women and disabled
persons” in business services and as female technicians. More emphasis should be placed on
gender-responsiveness in the Technical Assistance programme; separate funding streams
should be available to encourage training of women, and for women and men with disabilities;
and more resources as a whole should be allocated to these activities. A revised and better
funded Gender Action Plan should be included as a condition alongside the project approval.

