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Annex 1: Summary of the principle ownership and financing models in the power sector 

Trends in ownership and financing: From Public to Private to PPP

Prior to 1990, the provision of electricity in most countries was the responsibility of the public sector, or by closely regulated private utilities. With the deregulation of the power industry, there has been a fundamental shift in the thinking on how projects, especially within power generation, should be financed.  The policy over the last decade or more has been that the organs of public sector financing (governments, multi- and bilateral agencies) should draw back from investment in power projects, and that the private sector should be relied upon to deliver efficient investments and improved services. Overall, however, private investments in the power sector have failed to materialize. 

This has led to a search for practical solutions for public-private partnerships (PPPs) that lie between the purely public and purely private models for financing electricity infrastructure and provision of electricity services. The scope for private financing is seen as being primarily in generation and to a lesser extent in distribution/rural electrification, whereas transmission is primarily considered to be within the public domain.

Traditional Financing of Power Projects 

Electricity supply in most developing countries has traditionally been undertaken by a vertically integrated public monopoly that generates, transmits, and distributes power to end-use customers.  Electricity supply is often viewed as a socio-economic service and frequently involves general subsidies by the government and cross-subsidies among consumer categories.  As ownership has been public, the projects have also generally been financed through the public sector (see Figure 1).

Figure 1 Traditional Public Ownership and Financing
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In this model, typical sources of financing for public power projects are found among the following:

· the utilities’ internal resources

· host government budgets

· soft finance through multilateral banks and donor agencies

· loans from foreign export credit agencies
In order to secure the financing for such projects, the host government often provides sovereign guarantees to the providers of finance.

The case of a T&D project in Thailand illustrates the conventional way of financing power transmission and distribution where the lines are implemented by a state-owned utility. Financing of this project was arranged with government assistance, and government support came in the form of an equity injection to the Provincial Electricity Authority (PEA), the executing agency for the project. The project was aimed at expanding the provincial 115 kV sub-transmission system and extending 22 kV feeder networks to 1,000 non-electrified and 10,000 partially electrified villages.  The project cost was estimated at USD 375 million.  

The financing structure was as follows (see also Figure 6-4):
 

Table 1 Thailand T&D project financing structure 

	Source
	USD Million

	PEA internal cash generation
	100

	World Bank Loan
	50

	Kreditanstalt für Wiederaufbau (KfW, Germany) loan
	29

	Overseas Development Administration (UK) loan
	11

	Commercial borrowing from domestic capital markets
	155

	Equity injection by Government
	30

	Total
	375


Thus, in addition to quite substantial amounts of internally generated funds, the financing structure, with a mixture of concessionary and commercial term loans, reflects a transmission and distribution project with an underlying notion of poverty reduction.  The loans from KfW and ODA carry interest rates of 2% and 1.7% p.a., respectively.  The commercial borrowing is from domestic capital markets and carries an interest rate of about 10% p.a.  The World Bank loan bears an effective interest rate between these two. 

Figure 2 Illustration of Balance Sheet Financing
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Although this is still the general picture in many developing countries, sector reform is taking place in most countries, and private and foreign public investors are being invited to invest in the sector.  There is in this connection a distinction between the business of generating, transmitting and distributing electricity:

· Generation: this sub-sector is where private investors most commonly are invited to participate, often in some form of partnership with the public utility or another public company;

· Transmission and distribution: these are generally viewed as natural monopolies and government ownership predominates. However, some countries aim to franchise distribution systems to private investors.

Project Financing

In cases where the private sector is involved in the ownership of power assets, the financing arrangement becomes much more complex and time consuming, and the sources more numerous.  Normally with a special purpose company as the vehicle for whole operation, this financing model is commonly known as project financing (see Figure 2, which gives the general picture for a power generation project.
Figure 3 SPC and Project Financing
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The most common sources for project-financed investments are:

· equity from private/foreign investors plus host government (if public-private partnership)

· international, mainly commercial,  sources, incl. export credit agencies,  IFC etc.

· local bonds and other financial markets

· international and domestic guarantees
Although traditional public financing and project financing are clearly defined in different terms, they tend to converge when it comes to the sources of funding in developing countries.

As a consequence of the differences indicated above in ownership (and management), project financing is mainly applied in the case of generation projects, whereas traditional utility financing dominates for transmission and distribution investments. But there are no absolutes when it comes to financing methods and, as indicated below, private involvement is occasionally also sought in distribution and rural electrification schemes. 
Emerging PPP model in rural electrification 

In recent years, many developing countries have separated rural electrification (RE) efforts from the government institutions responsible for sector policy making, placing the responsibility instead with an organization dedicated to rural modern energy service provision and funding (e.g. Rural Electrification Agency - REA
). In this model, government funds, donor funds and other funds are pooled and channelled through the organization and awarded on a competitive basis to project developers. This model is employed in an effort to depoliticize rural electrification, attract private investors, implement priority projects and efficiently allocate capital subsidies. Generally, the goal is to achieve a high degree of (operational) cost recovery by ‘buying down’ capital costs with up front subsidies.
In many of Norway’s partner countries, a Rural Electrification Fund (REF) has been, or is currently being, established (see Box 1). Concretely, the REF receives funds from donors, the government and other sources such as electricity levies. The REA coordinates these efforts, matching available funding with priority projects. The REA can give grant support to project preparation/development and project implementation. The REA is generally in position to provide support to a range of projects arrangements;
· Rural off-grid integrated electrification 

· Grid extension projects 

· Projects already with sponsors who apply for support from REA/REF

· Projects without sponsors but identified as priorities (by the government and/or REA) and prepared by REA and then tendered
· Locally or community initiated projects

Both private investors and public utilities can be awarded the project, as well as the associated capital subsidy that is provided to promote long-term financial viability.  The project developer then provides a defined area with electricity and is responsible for operation, maintenance and revenue collection under a concession/license from the Regulator.
Figure 4 Supporting rural electrification in partner countries
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The utilization of this model for channelling donor funds, when the objective is access expansion, offers a number of advantages. In particular, if fully supported by donors, the REF can serve as an effective mechanism for donor harmonization, within the framework of the recipients’ priorities. Additionally, it encourages competition, allowing for the incumbent utility and new private investors to utilize their respective comparative advantages. 

The risk, however, is that the REA does not have the capacity to effectively prioritize projects, manage large amounts of funding (in which case, a Trust agent can be appointed on a competitive basis) or evaluate applications (in which case, technical assistance can help overcome this). Despite these risks, Norway should not circumvent these agencies, as the REAs are mandated by parliament to manage the country’s electricity access expansion in many of Norway’s partner countries. 
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Annex 2:  Characteristics of Hydropower Project Development

This Annex presents, in greater detail, the risks associated with hydro-power projects. Hydro-power projects have been selected because it is generally the case that most risks that concern power sector investors are present in such projects. In addition, hydro-power projects are exposed to substantial geological and hydrological risks. Thus, given the important role of hydro-power in the economies of many low income countries and the high level of relevant Norwegian competence, this Annex attempts to provide an overview of the nature of hydro-power project risks and a number of mitigation instruments. In particular, Table 2 can be used as reference tool for practicioners looking for an overview of relevant risk and potential risk mitigation tools.

Indeed, hydropower project developers are generally exposed to substantial risk resulting from a number of characteristics, including;
· High capital intensity 

· Long planning and implementation periods
· Considerable risks, not only related to construction costs and implementation time, but also actual operations
These features are major factors which result in a reluctance amongst private sponsors when it comes to investing in power projects in developing countriesIn addition to project-specific risks, private investors face country-specific political and regulatory risks. The cash flow profile, with large upfront investments and long-payback periods, in particular, exposes investors to significant risks. As a result, private investments have been concentrated primarily in thermal generation projects. The costs and time horizons involved in various generation projects are summarized in Box 2.
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These costs should be viewed in the context of the project cycle (Figure 5) and time frame (Figure 6) that are typical for a hydro project.   

Figure 5 Typical project cycle for hydro-plant
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Figure 6 Representative time frame for the development of a green-field  hydro-power project 
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Table 2 Typical risks involved hydro-power project development

	Major risk type
	Risk examples
	Impacts
	Primary risk bearer
	Risk offsetting

	Role of Norwegian development aid


	Construction phase
	
	
	
	

	Hydrology
	Flood damage; reservoir filling delay
	Implementation delay; cost increase
	Civil works (turnkey) contractor, SPC
, utility
	Improvement of hydrological data; balancing of safety margins to quality of hydrological data
	Financing of hydrology services +  programme for acquisition of h.data

	Geology
	Unforeseen complications in tunnelling/cavern/ dam site
	Implementation delay; cost increase
	Contractor, SPC, utility
	Up-front investigations/ drilling
	Financing of investigations/ hardware

	GLOF (glacier lake outburst flood)
	Flood damage
	Implementation delay; cost increase
	SPC, utility, government
	Up-front investigations; physical interventions; overall layout+main component design selected to minimise adverse consequences
	Financing of investigations

	Earthquake
	Blockage of access road; construction damage
	Implementation delay; cost increase
	Contractor, SPC, utility, government
	Seismicity study; proper selection of seismic design parameters
	Financing of seismicity study

	Landslide
	Blockage of access road; construction damage
	Implementation delay; cost increase
	Contractor, SPC, utility, government
	Up-front investigations; road alignment and localisation of project components outside high risk areas
	Financing of investigations

	Technology
	Unproven technology/ construction methods
	Implementation delay; cost increase
	Contractor, SPC
	Design + construction method review by owner’s adviser or expert panel; turnkey contract
	Financing of review

	Construction completion
	Problems ascribable to contractor’s planning/ implementation
	Implementation delay, revenue loss
	Contractor, SPC
	Turnkey contract; performance bond; use of owner’s adviser
	Financing of owner’s adviser

	Environment, social
	Lack of government permit/international financing, NGO/grassroots opposition

	Implementation delay, closure, cost increase
	Contractor, SPC, government
	Mitigation planning, ESIA, EMP, transparency
	Financing of up-front studies/ESIA

	War, civil unrest, acts of terrorism
	Construction damage
	Implementation delay, cost increase
	Contractor, SPC
	Guarantees (MIGA)

	Guarantees (GIEK

	Currency
	Devaluation
	Cost increase
	Contractor, SPC
	Matching financing and cost currencies; guarantees (MIGA)
	Guarantees (GIEK)

	Operation phase
	
	
	
	

	Hydrology 

	Uncertain run-off from catchments area, less water than expected, sedimentation
	Loss of live storage; reduced output; revenue loss
	SPC, utility (power purchaser), government
	Improvement of hydrological data, watershed management
	Financing of hydrology services

	Upstream water abstractions
	Land use changes and irrigators
	Diminished inflows
	SPC, utility, government
	Accounting for ad-hoc socio-economic development
	Financing of IWRP


	International water conflicts
	Upstream dams/diversions in other countries
	Diminished inflows
	SPC, utility, government
	International agreements
	Financing of IWRP (cross-border)

	GLOF, earthquake, landslide
	Damage to plant/infrastructure
	Repair costs, interrupted operations, revenue loss
	SPC, government
	Layout/design considerations (see under Construction); monitoring
	Financing of monitoring

	Technology performance
	Problems due to design solutions
	Output interruptions/ below design criteria, revenue loss, O&M cost increases
	Contractor, plant suppliers, SPC
	Suppliers’ performance bond
	

	Environment, social
	Changes in environmental/ peaking flow requirements
	Output below design criteria, revenue loss
	SPC
	ESIA, EMP, research, detail study
	Financing of up-front studies/ESIA

	Market, Commercial
	One buyer,  non-payment by utility, low retail tariffs, fixed PPA tariff,
	Uncertain off-take, revenue loss, inability to recover costs through tariff increases
	SPC, lenders
	Take or pay agreement, government guarantee, PRG/PCG
,  export agreements
	Guarantees (GIEK)
 , financing of studies of supplementary export markets

	Political
	Change in political regime, expropriation, breach of contract, change in laws/ regulations
	Investment/ revenue/ profit loss
	SPC, lenders
	Guarantees (MIGA)
	Guarantees (GIEK)

	War, civil unrest, acts of terrorism
	Damage to plant/ infrastructure
	Repair costs, interrupted operations, revenue loss
	SPC, utility lenders
	Guarantees (MIGA)
	Guarantees (GIEK)

	Currency, foreign exchange
	Devaluation, transfer restrictions
	Inability to service foreign loans
	SPC, lenders
	Balancing revenue/debt-servicing currencies, offshore escrow account, guarantees (MIGA)
	Guarantees (GIEK)

	Overall
	A number of the risks mentioned above
	Implementation delays, cost increase, revenue loss, etc.
	SPC, utility, government, lenders
	Feasibility studies
	Financing of feasibility studies


Annex 3: Mobilizing private investments through risk mitigation

Risk and return. The need for private sector involvement and private capital in power development as a supplement to public money is demonstrated in the main report. The low response by the private sector and the main reasons for not coming forth to a greater extent has also been discussed.   
When considering whether or not to invest any project, the investor will weigh expected return on equity (ROE) in a potential investment project against the associated country- and project-specific risks. The benchmark for the investor will be the expected return and risks on alternative investments. Depending on the risks involved, the private investors in a power project in a developing country will typically require somewhere in the range of 15-20% ROE from the project. 

Risk and risk mitigation. In contrast to expected ROE, which is normally expressed in a compact numerical form
, project risk is a many-faceted and complex concept which needs to be split and analysed in terms of its individual sub-components.

Typical examples of different types of project risk, ranging from nature-related and technical risks - to political and commercial, are shown in matrix form in Table 2 in Annex 2. The risks refer to the construction period as well as to the operation phase of a project. The matrix indicates the impact of risks on various risk bearers; how risks may be offset; and the possible role of Norwegian development aid in reducing risks.
  

The different types of risk for which there is a role for Norwegian aid, shown in the last column in the matrix, call on the use of the following types of policy instruments:

· financing of programmes to clarify the premises for future projects and to improve power related data bases;

· financing of up-front studies and investigations, both overall feasibility studies as well as more specific studies, such as EIAs and specialised technical studies;

· financing of advisory services;

· provision of guarantees of various types.

The different types of programmes, studies and guarantees contribute to reducing uncertainty and should thereby contribute to two things:

· attracting investors to power projects, thus potentially increasing the flow of capital to the sector;

· reducing financing costs, thus reducing the cost of power supply to end consumers.
Thus, by committing relatively small amounts of capital
, Norwegian support may be able to leverage significant funding, if the targeted risk factors are the main investment deterrents.

The current Norwegian guarantee schemes are ear-marked for project with Norwegian equipment suppliers or investors. This contradicts the overall development policy of untying, i.e. that aid-funded projects should be open for suppliers and investors from all countries. Specifically, suppliers and investors from developing countries are often unable to compete due to lack of national financing measures. Hence, the main report recommends an untying of Giek’s Developing Country Window guarantee scheme, which would also allow for greater coordination with UD/Norad funded programs. Additionally, the significant demand for, and apparent financial viability of, these schemes may justify a further increase in this window. 
Generally speaking, within Norway’s bilateral assistance, there are two main sources of support under which the instruments indicated above are found:

· application based instruments; 

· country programmes.  

Of the two, the country programmes manage the largest resources, by far, in supporting inter alia power sector projects.  Norway’s support is conditional on (i) a request from the host country government; (ii) that the project lies within the field of cooperation agreed with the host country, for example power sector development/water resources management; and (iii) that the support in question is of significant importance in terms of relieving a constraining bottleneck. 
Annex 4: Norwegian bilateral power sector assistance 

The Norwegian power sector assistance is provided both through multilateral institutions, bilateral grants or a combination of both (multi-bilateral)
. The bilateral and multi-bilateral allocations are channeled through the embassies, while multilateral allocation is channeled through the Ministry of Foreign Affairs. In addition, a budget allocation is available for application based mechanisms and is channeled through Norad (see Table 3). 

The long term bilateral support to a partner country is normally expressed in a Memorandum of Understanding, MoU, (or other official document) between Norway and the partner country, where the agreed priority sectors are identified. All allocations to specific projects and programs are regulated in formal agreements between Norway and the partner country, setting the rights and obligations for Norway and the recipient country. 

The agreement counterpart is always a government/public entity in the recipient country, very often represented by the Ministry of Finance which delegates the responsibility for implementation to a more operative unit, such as a national power utility. The Ministry of Foreign Affairs/Treasury may add an interest rate on to the donor funding when it is on-lent to the implementing unit. 
As illustrated in the following figure, the bulk of Norwegian support to the power sector is provided as bilateral assistance
. Norfund’s stake in SN power also represents an important instrument in achieving power sector project implementation. In addition, the high demand for GIEK guarantees implies that there may be a significant unmet demand for these products within the power sector. 

Figure 7 Flow of Norwegian Power Sector Assistance 2005

[image: image7.wmf]Norway Power Sector Assistance 2005

Bilateral 

618m

Multilateral 

32.5m* + Core

Other 

191m

Norfund

191m

Giek

% of 

275m

UNDP

5m

WB 

17m*

ADB 

7.5m*

AfDB

13m*

Global

202m

Africa 

192m

Asia

158m 

Other

65m

Hydro

-

power

228m

T&D

190m

Policy & 

Adm

135m

Generation

37m

Competence

27m

Renewable 

35m

Non

-

renewable 

2m

* Estimates

Sources: 

Statistikkportalen

, Web 

pages of multilaterals, personal 

contacts

Norway Power Sector Assistance 2005

Bilateral 

618m

Multilateral 

32.5m* + Core

Other 

191m

Norfund

191m

Giek

% of 

275m

UNDP

5m

WB 

17m*

ADB 

7.5m*

AfDB

13m*

Global

202m

Africa 

192m

Asia

158m 

Other

65m

Hydro

-

power

228m

T&D

190m

Policy & 

Adm

135m

Generation

37m

Competence

27m

Renewable 

35m

Non

-

renewable 

2m

* Estimates

Sources: 

Statistikkportalen

, Web 

pages of multilaterals, personal 

contacts


The bilateral funding can be for a specific project, to a program or plan consisting of many different projects, as sector-wide support, or even budget support earmarked for the power sector. 

The grant can be given to:

· Finance the entire project or program 

· Finance a part of the project or program where recipients provide co-financing 

· Finance the project or program together with other donors or financial institutions 

· Finance the project or program together with IDA
 

The applicability of the above support modalities is very dependent on the maturity of the administration and situation in the recipient country. The tendency is to opt for program/sector support and joint donor financing in countries with well functioning donor cooperation 
 and integrity in the official administration. 

Generally speaking, Norway is advocating the policy of moving away from individual project support in favor of joint financing arrangements at the program/sector level and monitoring the outcome and impact from the support, rather than the traditional activity based monitoring and reporting.  To the greatest extent possible, Norway will seek to leave the full responsibility for implementation to the partner country and align with the partner country’s systems, rules and regulations where possible.

The two figures below provide an illustration of recent geographic and thematic trends for Norwegian power sector assistance. 
Figure 3-2 Recent trends in Norwegian power sector bilateral assistance
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Application based instruments

Norad also administers application-based global instruments for private sector development, as described in Table 3. These are general instruments which can be utilized for the power sector, as well as other sectors such as water, environment, transport, and maritime.

Table 3 Overview of Norad’s application based instruments
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A review of the application-based instruments was carried out in 2005, and a new review is planned for 2007.

Norway also channels considerable support through multilateral agencies, especially UN agencies and the multilateral financial institutions, such as the World Bank and regional development banks. Some of this funding is channeled to the power sector, particularly Norway’s support to the UNDP’s energy and environment fund.

Annex 5: A CDM Project Development Facility (PDF)

1) PDF Concept

The financing and set-up in Norfund of a PDF is suggested to reduce transaction costs and registration risk for CDM development and thereby generate more CDM projects to reduce greenhouse gas emissions and contribute to sustainable development in the South. The 15 MNOK fund will be structured as a revolving facility to cover the early phases of the CDM project cycle. Loans are paid back upon successful registration at the UNFCCC and forgiven if the registration is not completed within a designated timeframe. 

2) Background

The CDM has emerged as a successful mechanism for reducing greenhouse gases and bring capital and sustainable development benefits to countries in the South. However, a few countries such as China, India, and Brazil are capturing the majority of projects and benefits while Africa is largely left behind. Based on an Econ report from 2004, the Power Group recommended the set-up of a PDF. The usefulness of a PDF has since been discussed with practitioners and the Ministry of Foreign Affairs. Although Norway has been slow in articulating policies for CDM support measures and purchase of CDM credits, Norway has many project proponents and CDM service delivery firms. 

Norfund, along with other development finance institutions (DFI) financing the private sector in developing countries strongly supports the CDM and works to increase the number of CDM projects, particularly where commercial funding is not readily available. Norfund has private sector-, energy- and CDM-expertise and competence in project appraisal, loan structuring and management. Norfund, also through the DFI network, has funds and financing solutions for CDM projects and attaches increased priority to such projects. Norfund also has a close cooperation with other DFIs involved in both CDM project financing and TA for CDM project development. 

3) Activities supported

The PDF will provide loans to cover parts of the costs related to development and documentation necessary to register the project activity with the UNFCCC. The first phase, Project Idea Note (PIN) is not supported but is seen as part of the application for the assistance. The PDF will cover parts of the costs related to Project Design Document (PDD) preparation, validation by a third party, the process for ensuring approval by the involved parties including the UNFCCC, and development of an emission reduction purchase agreement. These activities involve both technical and procedural complexities and normally necessitate the involvement of consultants and third parties at considerable cost. The production, verification and sale of CERs are not covered by the facility. The PDF would be untied but mainly marketed to Norwegian developers and service providers.  

4) Priorities

The PDF will use its limited resources to widen and deepen the CDM-market. Generally, priority will be given to projects where PDF funds can be catalytic and show demonstration effects and be additional to commercial financing. Regions of priority would be areas prioritized by Norway and Norwegian development assistance, i.e. Sub-Saharan Africa, LDC and LIC countries. Sectors would include renewable energy and other sectors with high sustainability effects. Small scale projects would be prioritised over larger projects. Projects that generate credits post 2012 will also be accepted to support the emergence of a long term carbon market. 

5) Modalities and Governance

The PDF would be modelled on the Climate Change TA Facility of the EIB where procedures, documentation and governance procedures have already been developed and useful experience gained. The procedures, documentation requirements and legal agreements of the PDF will be kept simple and streamlined. The appraisal of applications for possible support will be based on clear, operational priorities. Decisions on support will be made by a committee (Norfund, Norad and a consultant) based on the appraisal and recommendations of a PDF part time staff or consultant.  A time frame in which the developer has to complete the process will be established.

6) Timeline and next steps

A PDF would be an important new policy instrument to promote CDM projects in new markets. The window for CDM projects generating CERs for the first Kyoto commitment period (2008-2012) is closing fast. However, it is seen as critical to ensure the development of CDM projects and the supply of CERs also for the post 2012 period. The PDF should be operational in 2007 ready to assess applications and disburse funds from 1/1, 2008. This would require funds to be apportioned in the 2008 budget already in 2007. Norfund would develop the detailed procedures and modalities for the PDF in 2007. 
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Box � SEQ Box \* ARABIC �1�  Description of the legal framework for the rural energy/electrification in Bangladesh.


The rural electricity program is based on the ownership and management of power distribution networks by independent consumer owned cooperatives functioning under the umbrella of an apex organization, the Rural Electrification Board (REB). The latter functions as a quasi-regulator and a financial manager of the program and provides a wide range of technical and institutional services to the consumer owned cooperatives. Both the REB and the cooperatives have maintained a good track record in terms of operational and financial management. �


In Bangladesh the responsibility for rural electricity supply is straightforward and clear; it rests with the REB. The Government of Bangladesh established the REB under the Electrification Board Ordinance, 1977, to specifically implement rural electrification through national grid extension. This model has proven to be effective in attracting and coordinating donor efforts, with significant support from USAID, JICA, WB and ADB.


It has become a model for sustainable development of rural electricity supply. Since its inception, REB has brought grid supply electricity to 2.9 million rural consumers and is currently connecting new rural consumers at a rate of 1,000 per day. 





Box � SEQ Box \* ARABIC �2�: Power Plants Typical Costs and Construction Time 1


�				US$/kW Installed2		Construction Time


Combined cycle plant		  500				2-3 years	


Oil-fired plant			  800				4-5 years


Coal-fired plant			1,000				4-5 years


Hydroelectric plant	           		 800-2,000 +			4-6 years +


1 Variations around the figures shown are common


2 Excluding interest during construction - IDC


IDC increases costs particularly for hydropower due to longer construction time. 
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Initiative�
Description�
2005 Budget�
�
70�
Industrial and trade initiatives�
Support to; 1) establishment of private sector operations in a developing country, in the form of a feasibility study, project identification and training; 2) increased trade competence and the exports of developing countries.  �
80 mill�
�
72�
Finance window for development initiatives�
Un-tied window for mixed credits. Favourable full-financing in the form of export credits to prioritized projects in developing countries through a combination of development aid resources and commercial financing. Support for training.�
150 mill�
�
73�
Institutional development in developing countries


�
Contribute to increased cooperation between the public and private sectors, and research institutions developing and developed countries – promote the enabling environment for private sector development and trade.�
45 mill�
�


















































































































































































































� PPP - Public-private partnership


� Note that some of these sources of equity (particularly ‘International Stock Markets’) will only be relevant in more developed/less risky investment destinations.


� Note that there exist a number of variations: Rural Energy Agency in Tanzania and Uganda, and Rural Electrification Authority in Zambia. 





� The construction phase and the operation phase indicate the stage (time) when risks occur.  Risk offsetting, on the other hand, will normally take place at an earlier (pre-construction) phase.


� Role may be already existing or a potential one.  The role will vary to some extent depending on whether the project is a purley public sector scheme or involves private sector participation.


� SPC = Special Purpose Company; company established by the developer(s) as the vehicle for implementing the hydropower project.


� These are the immediate risks facing the project; behind these risks are the (ultimate) threats to biodiversity, loss of livelihood, loss of cultural features, etc.


� MIGA = Multilateral Investment Guarantee Agency


� Climate change is being emphasised by some as an overriding concern, but little scientific basis yet exists for factoring future climate changes into hydrological analysis of historical data.


� IWRP = Integrated Water Resource Plannning


� PRG = World Bank’s  Partial Risk Gurarantee; WB’s PCG = Partial Credit Guarantee


� GIEK’s guarantees will, for high-risk countries, require clearance by Norad under its  special arrangement for developing countries. Note: GIEK covers only certain types of market risk.


� The term “private” is in this context, for simplicity of expression, used also to denote investors that may be state-owned enterprises or partly state-/partly private owned and, if so, they would normally be foreign companies.   It should further be noted that, although for larger power schemes, one has in mind primarily foreign promoters, local or regional companies and capital owners can also be potential (co-)investors.


� In addition to being expressed as single figure, ROE is sometimes expressed in terms of a frequency distribution.


� The reference is hydropower since this type of projects contains the bulk of risks related to power projects in general.


� Small amounts compared to capital expenditure in a power scheme.


� For 2006, the total bilateral aid budget was NOK 11 000 million (country specific assistance of NOK 3 328 million and 7 666 million as a global allocation). Approximately 5.5 % of this (NOK 650) was allocated to the Power Sector. (acccording to the 2005 estimates specified below) 





�  Program category 03.10 and 03.20 in the annual budget for the minitry of forreign affairs


� The wing of the World Bank which provides grant funding.


� Reference is given to the Paris declaration


� Annex contributed by Norfund.
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Sources of Private Debt Financing



International Commercial Banks



Bond Markets



Suppliers' Credit



Specialized Energy Funds



International Finance Corporation



Regional Development Banks



Local Banks







Sources of Private Equity



Sponsors' Capital



International Stock Markets



Investment Funds



International Finance Corporation



Regional Development Banks
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