THE REPUBLIC OF UGANDA / '
i
BRIEF TO PARLIAMENT \

THE PROPOSAL TO BORROW UP TO SPECIAL DRAWING RIGHTS
(SDR) 237.7 MILLION (EQUIVALENT TO US$ 331.5 MILLION) AND
RECEIVE A GRANT OF UP TO SDR 198.2 MILLION (EQUIVALENT
TO US$ 2765 MILLION) FROM THE INTERNATIONAL
DEVELOPMENT ASSOCIATION OF THE WORLD BANK GROUP TO
FINANCE THE ELECTRICITY ACCESS SCALE UP PROJECT (EASP)

(Brief by the Hon. Minister of Finance, Planning & Economic Development)

PURPOSE

1. Rt. Hon. Speaker, this brief is for the purpose of seeking authorization
of Parliament and as required under Article 159 of the Constitution, to
allow the Government to borrow up to SDR 198.2 million (US$ 331.5
million equivalent) and receive a grant of up to Special Drawing
Rights (SDR) 198.2 million (equivalent to US$ 276.5 million)
from the International Development Association of the World Bank
Group to support the Electricity Access Scale Up Project (EASP).

BACKGROUND

2. Rt. Hon. Speaker, as you are aware, the availability of sustainable
(reliable, affordable and clean) energy services is critical for economic
growth, poverty reduction and reduction of environmental
degradation.



3. Uganda's per capita electricity consumption remains one of the lowest
in the world at 215 kWh per capita, far below the sub-Saharan
average of 552 kWh per capita and the world average of 2,975 kWh
per capita largely due to high electricity tariffs, high connection costs,
high energy losses, limited investments and low power supply quality
and reliability.

4. To achieve Uganda’s electrification targets in the medium term,
Government approved the Electricity Connections Policy (ECP) in 2018
to provide free one pole and no pole electricity connections to
Ugandans.

5. The proposed EASP project seeks to facilitate at least one million
electricity connections covering households, commercial enterprises,
industrial parks, mining centers and public institutions.

THE PROBLEM

6. Access rates to modern and clean energy by households especially in
the rural and peri-urban areas and refugee hosting communities
remains low (with national access to electricity at only 19%) in
Uganda. In addition, there is over dependence on biomass for cooking
at household and institutions level as well as industries with continued
use of inefficient technologies in industries. 7his has created a deficit
on the sustainable supply of the resource.



Provision of the power distribution infrastructure is capital intensive
and therefore achieving universal access by 2030 requires
prioritization of the electricity access agenda by Government.

Rt. Hon. Speaker, failure to address the problem of low level of access
to electricity will among others, negatively: affect Government's
efforts in ensuring social-economic transformation of our Country;
result in sustained household poverty levels; affect health and
education service delivery; limit industrialization; increase deemed
energy payments; and reduce Uganda’s attractiveness as an
investment destination.

THE PROJECT

9.

10.

The Project will facilitate rapid scale-up of electricity connections
through expansion and intensification of the national grid and mini
grid networks to electrify residential, commercial, and industrial
consumers. At least 1,200,000 potential customers that qualify for a
Pole and No Pole service connection will be connected to the grid. For
customers that can not afford conversional house wiring, free low-cost
wiring solutions such as ready boards will be provided. The electricity
connection materials under this Project will be procured in bulk to
leverage economies of scale benefits.

Both grid and off-grid renewable energy technologies including clean
cooking technologies will also be deployed in Refugee host



11,

12.

communities to ensure sustainable utilization of clean energy by the
refugees and their host communities.

The Project will also finance network system improvements
(extensions and upgrades) targeting individuals, communities,
schools, health centers and small and medium scale enterprise
ventures that require electricity for Productive Uses but are unable to
finance extension of electricity to their sites within a two-kilometer
distance from the existing grid.

Further, the Project will provide Financial Intermediation for energy
access scale up to entrepreneurs to promote energy access solutions
for residential, commercial, industrial and institutional consumers

OBJECTIVES

13.

The EASP is intended to finance the scale-up of last mile access to
modern forms of clean energy while tapping into the existing
infrastructure created by NDP I and II. The Project will also contribute
to all the objectives of the Electricity Connections Policy and three of
the Sustainable Energy Development Programme objectives. The
project will deliver the following:

i. To increase the proportion of the Population with access to
electricity from 24% to 44% by 2027.

ii. To increase the share of clean energy usage for cooking from
15% to 40% by 2027.



ii. Increase number of connections made annually from the
average 70,000 to 300,000 connections by 2027.

iv. Increase electricity demand on the main grid by S00MW by
2027.

PROJECT DESCRIPTION

14. Project Development Objective and Components: The Project
development objective is to increase access to electricity for
households, commercial enterprises, industrial parks, and public
institutions from 19% to 44% by 2027; and increase the share of
clean energy usage for cooking from 15% to 40% by 2027.

15. Project components: The project components are as follows:

i) Component 1: Grid Expansion and Connectivity: This
component will facilitate at least one million (1,000,000)
electricity connections covering no-pole and one-pole
connections as well as investments in new electricity grid
infrastructure (Medium Voltage (MV) and Low Voltage (LV)
networks and installing the necessary transformers) to
accommodate additional connections.

i) Component 2: Financial Intermediation for Energy
Access Scale-up: This component will be implemented
through extension of concessional financing, guarantees, grants
and technical assistance to local financial institutions and Energy

Companies dealing in clean energy technologies (solar for
S



households and productive uses such as irrigation, water
pumping, refrigeration & cooling, clean cooking appliances,
efficient electrical appliances). The activities will cover
beneficiaries (households and enterprises) both inside and
outside Refugee Host Districts.

Electrification of public institutions by stand-alone solar
technologies. The electrification of public institutions will be
supported including public schools, public health centers and
public water supply systems, through stand-alone solar
technologies. The component will benefit Ministry of Education
and Sports (MoES), Ministry of Health (MoH), and Ministry of
Water and Environment (MOWE) to contract solar electricity
service providers/ contractors to electrify schools, health centers
and water supply schemes located in areas far from grid
electricity networks.

ii)Component 3: Energy Access in Refugee Host
Communities: This will provide interventions detailed under
components 1 and 2 but specifically in the Refugee Hosting
Districts.

iv)Component 4: Project Implementation Support and
Affordable Modern Energy Solutions: This will support
project implementation and achievement of the agreed project
results including technical assistance to strengthen the enabling
environment for energy sector projects and support towards



operation and maintenance costs for solar systems in Public
Institutions.

v) Component 5: Contingent Emergency Response (US$0
million IDA Credit). This component aims at providing
immediate response to an eligible emergency, as needed in the
event such materializes, such as the recent outbreak of the
COVID-19 pandemic.

PROJECT COST AND FINANCING

16. The total estimated project cost and financing is US$638 million;
which includes US$ 331.5 million IDA Credit and US$276.5 million
Grant. The Grant consists of US$112.5 million from IDA, US$124
million from the IDA Window for Host Communities and Refugees
(WHR), US$30 million from the Clean Technology Fund (of which
US$25 million is a Contingent Recovery Grant) and US$10 million from
the Clean Cooking Fund. This is supplemented by Government of
Uganda (GoU) counterpart funding of US$10 million and US$20 million
that is to be leveraged from the private sector.



Table 1: Summary Project Cost and Financing Plan (US$ Million)

Project Components

DA
Credit

IDA
Grant

IDA-WHR
Gramt

14 4
CRG

CT¢
Grant

oCF
Grant

Private
Sector

Gol

Totad

Component 1. Grid Expansion
and Connectivity

3315

26

357.5

Component 2. Financial
Intermediation for Energy Access

Scale-up

56

15

107

Component 3. Energy Access in
Refugee Host Communities

135

107

1255

Component 4. Project
Implementation Support and
Affordable Modern Energy
Solutions

17

17

10

Component S, Contingent
Emergency Response

Total financing required

3315

124

25

10

Terms and Conditions of the Loan

17. The terms of the loan (IDA) are as follows:

i) Loan Amount
ii) Loan Period

iv) Service Charge
balance.

USD 331.5 Million (SDR237.7 million)

38 years including 6 years grace period.
i) Commitment Fee 0.5% p.a on unwithdrawn financing balance.

0.75% per annum on the withdrawn credit

Conditions Precedent to Loan Effectiveness:




18. The conditions to be fulfilled by Government to achieve loan

effectiveness include:

i) The IDA is satisfied that the Recipient has an adequate refugee
protection framework;

ii) Project Implementation Units have been established;

iii) The Project Operations Manual ("POM”) has been prepared and
adopted by Government;

iv) UECCC has developed and operationalized an environmental and
social management system in form and substance acceptable to
the Association.

v) The updated Stakeholders Engagement Framework (SEF) has
been disclosed.

RATIONALE FOR PROJECT FINANCING

19. Sustainable access to modern and affordable forms of energy and

20.

specifically electricity is a key driver for social-economic

transformation. Sustainable Development Goal (SDG) 7 aims at

achieving universal access to electricity by 2030. Additionally, the NDP
I prioritized increased access to and consumption of clean energy.
Therefore, there is need to scale up last mile access to electricity and
modern forms of energy to achieve this goal.

The EASP is intended to support implementation of the Parish
Development Model through facilitating last mile access to modern
forms of clean energy for households, commercial enterprises and
industrial parks.



21. Rt. Hon Speaker, as earlier indicated, implementation of Government’s
Electricity Connections Policy (ECP) has been affected by inadequate
financing where only 360,000 connections have been supported out of
the projected 1,000,000 connections that should have been made by
now. As a result, a backlog of 250,000 applications for connections
under the ECP remains unconnected while the rest of Ugandans who
cannot afford to connect are discouraged to apply. It is therefore
imperative that this proposed financing is brought on board to effect
over one million electricity connections targeting households,
commercial enterprises, industrial parks, and public institutions.

OTHER ISSUES

22. Stakeholder Consultations: A number of consultations as detailed
below were carried out during project design and appraisal.

a) Meetings were held with the Electricity Regulatory Authority
(ERA) as well as the Electricity service providers to determine
the optimal implementation approach for the last mile (one and
no-pole) electricity connections in their respective territories.

b) A market sounding conference was held with local firms to
prepare them for the implementation of the project in
accordance with the Buy-Uganda Build-Uganda Policy.

¢) The Ministries of Health, Education and Sports, and Water and
Environment actively participated in the design of the off-grid
electrification and provision of clean cooking solutions for Public

Institutions sub- components.
10



d) The Office of the Prime Minister was consulted and is a key
player in the implementation of the Project component 3 that
focuses on energy access in Refugee Hosting Districts (RHDs).

23. Project Beneficiaries: The project’s geographical focus is national
and will directly benefit households, commercial enterprises, including
minerals and mining enterprises, public institutions, and industrial
parks with access to energy and clean cooking solutions. The Project
will also support Refugees and their host communities with both grid
and off grid technologies. The Key project results include:

a) About 1,073,500 new on-grid electricity connections (The
estimated number of connections per District is included under
Annex I.

b) 150,000 Off grid new electricity connections made of which
27,000 are in refugee host Districts.,

¢) Based on the above connection targets, about five (5) million
project beneficiaries will be provided with access to electricity
under the project through grid, mini-grid and off-grid options of
which 2,525,000 will be female.

d) A total of about 600,000 people in refugee hosting districts will
benefit, of which about 300,000 will be refugees.

24. Project Outcomes and Benefits: Once implemented the project
will have the following benefits and outcomes:

11



a) Support to the Country’s efforts to scale up access to electricity
and clean cooking for households including for refugees and their
host communities, commercial enterprises, industrial parks, and
heaith and education facilities;

b) The increased connectivity and access to energy will facilitate the
development of productive uses of electricity to generate income
and jobs for the community, including women beneficiaries, which
in turn will help in the alleviation of poverty and promotion of
shared prosperity. This will facilitate the implementation of
Government’s Parish Development Model (PDM);

¢) Contribute to the provision of adequate power distribution
infrastructure to supply quality, reliable and adequate power
nationwide;

d) Supply of quality, adequate and reliable power to the growing
industries within different locations in the country;

e) Increased economic activities in the project areas and employment
opportunities;

f) Decreased use of charcoal for cooking by institutions and
households and thereby less deforestation;

g) Increased consumption of electricity for productive uses;

h) The beneficiary ministries and implementing agencies will benefit
from institutional and capacity strengthening, and from improved
data, planning and monitoring tools that will enhance electricity
sector planning as a whole.

25. Monitoring and Evaluation: Over the years, the MEMD and
MOFPED have developed adequate capacity to monitor results and

12



undertake impact evaluation of project activities. The PCU will
undertake and coordinate M&E activities with external stakeholders
during Project implementation, including tracking of results indicators
using data from the PIUs and other stakeholders. The Budget
Monitoring and Accountability Unit of the MoFPED will track and
evaluate the impact of project activities on the beneficiaries and the
economy.

PROJECT IMPLEMENTATION ARRANGEMENTS

26.

27.

The main Project implementing entities will be the Ministry of Energy
and Mineral Development (MEMD) for the grid expansion and
connectivity aspects and the Uganda Energy Credit Capitalization
Company (UECCC) for the financial intermediation aspects largely
targeting off-grid interventions and clean cooking solutions.

The two main implementing entities will collaborate closely with the
Ministry of Finance, Planning and Economic Development (MoFPED),
Office of the Prime Minister (OPM), Ministry of Education and Sports
(MOES), Ministry of Health (MoH), Ministry of Water and Environment
(MOWE), Ministry of Local Government (MolLG), Ministry of
Agriculture, Animal Industry and Fisheries (MAAIF), Ministry of Works
and Transport (MOWT), Ministry of Gender, Labor and Social
Development, electricity distribution Companies (Service Providers),
and other relevant sector stakeholders to implement the various
project activities.

13



28.

The MEMD will establish a Project Steering Committee (PSC) to
provide strategic guidance and overall oversight during project
implementation and ensure effective coordination among all the
stakeholders. The PSC will be chaired by the Permanent Secretary,
MEMD with representatives from MoFPED, UECCC, OPM, Ministry of
Justice and Constitutional Affairs, Ministry of Local Government,
Ministry of Health, Ministry of Education and Sports, Ministry of Water
and Environment.

THE LOAN AND THE CURRENT DEBT SITUATION OF THE COUNTRY

29.

30.

Current Debt Position: As at end June 2022, the total public debt
stock increased by USD 1.5 billion from USD 19.5 billion as at June
2021 and was recorded at USD 21 billion as at end June 2022.
Whereas both the domestic and external debt components of the
public debt stock increased, the share of domestic debt increased
from 37% (USD 7.2 billion) in FY 2020/21 to 39% (USD 8.2 billion)
in FY 2021/22. On the other hand, the share of external debt reduced
from 63% (USD 12.3 billion) in FY 2020/21 to 61% (12.8 billion) in
FY 2021/22 of the total debt stock. This increase in the pace of
growth of domestic debt stock was largely on account of increased
borrowing from the domestic market as opposed to the dwindling
windows of external financing.

Following the growth of public debt, the nominal value of public debt
as a percentage of GDP stood at 48.58% as at end June 2022,
increasing from 46.70% registered in June 2021. Similarly, the

14



Present Value (PV) of total debt to GDP increased from 37.60% as at
end June 2021 to 40.17% in June 2022. (Source: Directorate of
Debt and Cash Policy, MOFPED)

CONCLUSION

31. In light of the above, I shall request Hon. Members to: -

a)

b)

Note the need to implement the proposed Electricity Access
Scale Up Project (EASP);

Endorse the request by Government to borrow up to Special
Drawing Rights (SDR) 237.7 miillion (equivalent to USD 331.5
million) and receive a grant of up to Special Drawing Rights
(SDR) 198.2 miillion (equivalent to US$ 276.5 million) from the
International Development Association (IDA) of the World Bank
Group to finance the Electricity Access Scale Up Project (EASP);

Authorize the Government by passing the resolution attached to
this brief and in line with Article 159 of the Constitution, to
borrow up to Special Drawing Rights (SDR) 198.2 million
(equivalent to US$ 276.5 million) from the International
Development Association (IDA) of the World Bank Group to
finance the Electricity Access Scale Up Project (EASP) upon the
terms and conditions stated above.

15



Preparedby:

Ministry of Finance, Planning & Economic Development
Plot 2-12, Apollo Kaggwa Road

P.O. Box 8147

Kampala

October, 2022

16



L

~Hel e gy

:__.:.r..u_ TNRITRRYY

stlopacin )

SRRI IR L YRR [F AV

ol Y3y y

HOTR Y] Unagsn

Sy

p244 ONOYOLN 29E°T YAOMN §TL'0Z JIVENW TE£T'02T osSDIYM
L08'¢ YWOOLIN 2144 1993N 128°6 JONAVIN pss's ITNGVEWISS
698°'81 VIVIVAN Pov'T AVAVN $81°¢ YMAVYNYIN r6s'S IVIVY
98v'6 IONISVIN 05L°T | LIMIdIUIdVAYN t90'S ¥aNnI 137 | VIOONOSYIVN
Lpv's OTOINIAN 6081 OAONW 90L°1 NIIMA 8r1°‘9 INASYIVN
£0v9 VMOIOIAN 0v6°l OLOYONW £L8'y IANX S0S°9b ONOXNONW
8459 QdOSIA LP6'E VHOVIVIN 9£0'p nxnamM 136'6 JANTENNW
£5£°S | OONOQNV AYIN 99%'21 Vil k6l LY LARD) 192°01 IDdN
15£°9 VINHNATA 6LY'T OMNYV1 £98°7| VMIOHIIVIA 619°t1 YNYALIW
§SL'T JTvvaIN 95b'E OUJILON LLs'Tl ITNWVA 92£°91 VIVSVIW
TLLel JSISVA SLE'P 370 rE9'y IV 8pS'T JANOLNVAT
§TS'p NONNONY 900y ONOGON 198'¢€ | OQIVIAYIIAVY ££0'8 OONIMT
726t JONIMNYA $96' WNOLIN $9L'0Z YINI( 1§$°72 oI
£L8°S OYINNAVI 168°C ONOBVYVH £L6'91 VONVYDI $08'9 YUYILOAN
09¢°9 1aVOVI 661°6 nno 986°S FANIANG £9€'r | IZNVMIINVAN
16021 370AVAV rrT'E 010504 81L°T 0d3..nd L63'C yoodiM
6TL'8 VAV 118°01 vAuv 8v6'y vralving 81911 VONNAYI
<Ir6 OYIONISI 889 vdv LT0'6 visnd 6Es°pLt VIVANYA
208°¢ VANvdl Lse'e NINWY 0£5'E IMNGNvINg 86176 NONNTIVA
161°1 1 VYHIOH 6v8°l LVANNWY L9l oming 657 VIVONVIVI
[4¥4 1ANTHSNG L9t YVLIVIONY 1L0'y v3a3ANg 0LLE YANWOD
vL0'v | NAVONVANNE o'y ONOJLEITY 065°8 Mong £99°1 VIANANG
£09'v | OAONAIONNST v86't 0OVOV $66't vyanang 901°¢ YVIVAWY.LOE
620°C ysing SLI‘Y INVWNWAY 6Ly vivang 96t'¢ | IAIWISNVINONNE
12€T NIIMHNG 28" wigy piL'y YRINWY LsT'Ll aming

O u )

.~ dSV3 IHL YIANN LOTYLSIAQ Y3d AV 39 0L SNOLLOINNOD ALIOINLIITI G3S0d0Ud ‘1 XINNY




