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AfDB In Brief

1 A multilateral development finance
institution owned by 54 African and
24 non-African countries; and
established in 1964.

 Its mission is to help reduce
poverty, improve living conditions
for Africans and mobilize resources
for the continent's economic and
social development.

1 The Bank assists African countries
individually and collectively to
achieve sustainable economic
development and social progress.

1 34 Offices widely spread across
Africa; with the external relations
offi

ice for Asia in Tokyo, Japan.
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Why the Fuss?
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Energy and Climate Change

J The burning of fossil fuels
for electricity and heat is
the largest single source of
global greenhouse gas
emissions.

] Greenhouse gas
emissions need to be
reduced to prevent climate
change.

J We cannot afford to
continue with our current
carbon intensive growth

Global Greenhouse gas Emission by Source
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Temperature on the Rise
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Number of Climate Related Disasters Around the World

(1980 — 2011)

m FLOODS

2689 . A |
STORMS

UNISDR

200

ks

i
A ] e T
e s
memte] s 1] barman T3 IHI 5:?‘1 1'3! 'I-?-I.'I l'ﬂ IJIS M 1'2!:' H 1533" 'J‘Il 1;9 1':!] IJ'D: 15!]1 "ZI‘?S- I-."Dr! ID'CI' I'-‘I-I 15&'!] m }Ill [lZ“ZI IC- ]'!t-l ]II!- HI.'-B TII' m J!lII ]!I ]]1
WA SIS M = %3 @& 4 & @m W s M ® =
n-ml-q:wrm m R BTHE SEM @ W o ¥
Dl [ [ p—— e

L) = = -3 - = p: b ] £ I N ¥
L] = ) ) 137 e n 108 H &1 3

T M OB I MR W T r
133 W I K | I 9 1} h 5 [H] L s
] 1 ] ] ] i 5 K]

F [ m®E o an a 1 2

W ™= M




Socio-Economic Costs of Disasters
(2000 — 2012)
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State of Play
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The Paradox

Situation

1 About 600 million African
people (60% of the
population) have no
access to electricity (ams).

 African consumers and
small businesses spend
$17 billion a year on
kerosene lamps and
candles ws).

Potential

1 93% of Africa's natural
and renewable energy
resources remain
untapped (rena).

1 Renewable energy
technologies now provide
economical solutions for
off-grid and mini-grid
electrification in remote
adleasS (IRENA).



What Can We Do?
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Distribution of Identified Renewable Energy Potential in Africa

1 93% of Africa's natural and
renewable energy resources
remain untapped (IRENA).

J Only 17% of Africa’s total
electricity generation is from

renewable energy resources
(AfDB).

ENERGY, ENVIRONMENT & CLIMATE CHANGE DEPARTEMENT

Source: IRENA analysis based on the Global Atlas



ldentified Challenges

Impediments:

J High costs inherent to
the energy sector

J Limited access to
funding

Risks:

- Insufficient cost
recovery

1 Elastic demand

J Non-payment or
inability to pay for
services

1 Foreign exchange risk

Impediments:
. Lack of independent or
Impartial regulators

] Lack of competition to
networks

] One-off PPAS

1 Inefficient tendering
processes

Risks:
1 Breach of contracts

) Partiality of regulators

1 Inability to raise tariffs to

cover costs

Impediments:
- Inadequate skills to
manage PPPs

) Weak judicial systems

J Non-harmonised
regional regulatory
frameworks

Risks:

] Bureaucratic
procedures

] Uneven policies in
different countries

AfDB, NEPAD, OECD



Responding to the Challenges

J Investing in cost 1 Utility unbundling to ] Streamlining public
reducing technology open up competition agencies

) Using syndicated ) Setting multi-year J Hiring and developing
loans tariffs - with adjustment iIndividuals with PPP

l Alternative financing SETRES experience
sources - bonds ) Clear and transparent [l Strengthening

0 Increasing partial procurement process regional c;apacﬂy and

cooperation.

risk guarantees

AfDB, NEPAD, OECD



Perception of Risk

] Risks perceived as being most ] Perception on degree of
serious by investors. likelihood to happen.
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Role of the Private Sector

In addition to contributing to project financing, the private
sector can provide technological and managerial
expertise for project efficiency and viability.

It is estimated that at least $43 billion a year is
required to meet future demand in the African power
sector (ams).

) Private investment flows are essential for the
transition to a low-carbon and climate-resilient future.

] Careful and wise use of public funds in combination
with private funds can generate truly transformational
iInvestments.




Voices from Africa

- “While many of the challenges facing businesses in key African markets are
no more significant than elsewhere in the world, the rewards on offer are
substantial. Critically, it is this risk-reward equation that makes African
Investment so compelling — the returns remain among the highest in the
world, while risks are diminishing and can be effectively managed.

Diana Layfield, Africa CEO, Standard Chartered Bank, 2013

J “As governments, we need to improve the business environment and
strengthen dialogue with the private sector. Our efforts to create wealth will
be in vain if we fail to create an environment that allows entrepreneurs to
thrive.”

Mompati Sebogodi Merafhe, Honorable Vice President of the Republic of
Botswana, 2012

] “Africa needs its business leaders as never before — to help it generate
more electricity, grow more food, and create more jobs to keep growing
strongly, while also improving people’s well-being through less poverty,
better health and education, and more hope.”

Thierry Tanoh, C.E.O. Ecobank Group, 2012




AfDB Intervention Highlights
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Enabling Public Private Partnerships (PPPs)

Assisting with the required enabling environment and;
contributing to a government’s ability to fulfill its obligations.

1 Financial support through direct equity investment and loans;
1 Advice to enterprises on the structuring of such projects;

- Funding an equity contribution by a government;
d

Providing partial risk guarantees to the government or state-
owned enterprises;

U

Providing the financing a government needs to invest in
related infrastructure such as transmission lines;

1 Mobilizing concessional climate financing to improve a
project’s viability if it reduces/avoids emissions;

J Assisting a government with structuring and providing
advisory services to implement PPPs.
o  Africa Legal Support Facility hosted by the AfDB.




AfDB and CIF for a Climate-Smart Africa

Climate Investment Funds $7.6 billion

CLEAN TECHNOLOGY FUND (CTF) I STRATEGIC CLIMATE FUND (SCF) @ " 19
\’L .49’ / - r.mm

o CTFworldwide: $5.2 billion o SCFworldwide: §2.4 billon
o CTFin Africa: $19 billon o SCFin Africa: $615 million
o ADBchanneling: ~ §757 million o AfDB channeling: $250 million 1 $7.6 billion
Demonstrate, deploy and transfer of low-carbon Targeted programs to pilot new approaches to initiate CIF Global
tachnologies for low GHG emissions development | transformation with potential for scaling up climate resilience o
R [ons T 1 $2.5 billion
ORCUNATE *i? T | RENEWA CIF Africa
$13BILLION 4630 MILLION DROGRAM (SREP -
Renewables, enegy efcency,urben transport $505 MILLION 1 $1 billion
commercialization of sustainable energy finance Mginstream esnce Reduge i O e Channeled
indevelopment ~ from deforestation  opportunity, increase
planning and orest energy access trough by AfDB

egradation renewables

Egypt, Morocco, Nigeria, South Africaand MENA | Mozambique, Niger DR Congo, Burkina  Ethiopia, Mali Kenya,
Region (Algeria, Egypt, Jordan, Morocco and Tunisia) | and Zambia FasoandGhana  Tanzania and Liberia




AfDB-GEF Approvals &

gef
GEF Council approvals per year for AfDB projects
80 - 74 in USD million
70
%) |
.5 °0 11 projects &
= _ 1 program
= 50 45
40 -
3 projects &
30 - o)) 1 program
20 -
10 - 4 5 5 6 1 program
2 projects
O __- I - I . I . I I I

2007 2008 2009 2010 2011 2012 2013 €0i8 2011 2012 2013

] Mobilized an equivalent of $ 160 million distributed across 23
projects and programs.

] Leveraged over 1.1 billion in co-financing from Bank investments,
recipient countries governments and the private sector.




| | SLISTAINABLE
Sustainable Energy Fund for Africa II“

SEFA is an AfDB-managed Multi-donor Trust Fund designed to F
promote private sector investments in small to medium size

Renewable Energy & Energy Efficiency projects. AFRLCA

| - PROJECT
PREPARATION GRANTS

I1- EQUITY
INVESTMENTS

111 - SE4AII AND ENABLING
ENVIRONMENT (Q4 2013)

Preparation support to

Seed/growth capital for Enabli _ ¢ f
nabling environment for
SCOPE medium-size RE/EE small to medium sized _ g_
_ _ private investments and
(Size range) Projects RE/EE Projects SE4AIl activities
[ USD 30m - 200m ] [ USD 10m - 80m ]
FINANCING Grants to project Equity and TA through a Grants for TA and capacity
INSTRUMENT | developers / sponsors Private Equity Fund building of public actors
) SEFA Secretariat / SE4AII
MANAGEMENT SEFA Secretariat Berkeley Energy* _
Africa Hub

Operationalized in January 2012 and Reached a total commitment of
USD 43.4 million.
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Africa Renewable Energy Fund

] Set up in 2013 and will focus on the development of
small to medium size renewable energy projects
producing 5 — 50MW, and ranging from $ 10 — 80
million.

o Supply technical capacity building in relation to project
design, structuring and execution;

o Take the role of finance enabler as well as to provide
developer equity; and

o Optimize capital structures to ensure sustainability and
financial viability of underlying projects.

- Equity — African Development Bank:$25, Sustainable
Energy Fund for Africa:$25, Global Environment
~ Facility:$4.5




Power Africa Initiative

POWER AFRICA INITIATIVE ~ J Aims  to support economic
growth and development by

Increasing access to reliable,
affordable, and sustainable
power in Africa.

J Governments of the United
States of America, Tanzania,
Kenya, Ethiopia, Ghana, Nigeria
and Liberia, the US and African
private sector, and the African
Development Bank (AfDB).

. The AfDB expects to allocate as
much as $3 billion over the next
S years.




AfDB Green Bond Programme

J Green bond transaction issued in 2013, and raising $ 500
million.

] The success of this transaction underscores the growing
demand from investors for green bonds from triple-A rated
entities.

1 It also demonstrates the AfDB’s commitment to financing low-
carbon and climate resilient development.

] Investor type distribution: 43% with asset managers, 28% with central banks
and official institutions, 28% with insurance companies and pension funds, and
1% with retail and private banks.

) Geographical distribution, 52% of the bonds were placed with accounts in the
Americas, 39% with EMEA, and 9% with Asia.

“This first Green Bond of the AfDB is part of its quest to use public-private
partnerships to meet the challenges of development in Africa. It is another
opportunity for private capital to earn market rates of return, while supporting
sustainable and low-carbon growth in the continent” - Donald Kaberuka, President, African




Africa Carbon Support Programme (ACSP)

1 ACSP commenced in 2010 with funding from the Fund for

African Private Sector Assistance (FAPA).

o FAPA is a multi-donor thematic trust fund financed by the AfDB, the
Government of Japan, the Government of Austria and the Austrian
Development Bank.

o Japan announced further support in January 2014 of $2 million.

J The ACSP aims to provide direct technical support, awareness
and training to AfDB staff, project owners and government
agencies on the CDM and other issues of climate change
Impact.

. Through ACSP, the first cross border electricity transmission
project for the Clean Development Mechanism (CDM) was
developed Iin 2012- °AMO0108: Interconnection between
electricity systems for energy exchange”




Ethiopia — Kenya
Interconnection Project

DESCRIPTION

) Developed jointly by Ethiopian Electric Power Corporation
and the Kenya Electricity Transmission Company Limited.

(1 Construction of a transmission line of more than 1,000km
from Ethiopia to Kenya.

) A priority project of PIDA.

U First of its kind and selected by the G20 as an exemplary
regional project.

) Approved in 2012 and expected to be completed in 2017.

IMPACT

U 1.4 million households to benefit from improved electricity
access by 2022.

) Reduce annual CO2 emissions by 3.5 million tons during
first year of operation.

) About 4,000 jobs to be created during construction phase
and 125 during maintenance.

Ul Foster regional electric grid interconnectivity .

AfDB FUNDING

Q

S341 million from the AfDB .
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Morocco — Quarzazate
Concentrated Solar Power Plant

DESCRIPTION

U Ultimate purpose of generating 500 MW to support the
national economy and also export energy to Europe.

Ll To promote clean power generation and energy security;
while lowering carbon intensity of electricity production.

U First phase will be delivered through a public-private
partnership between the Moroccan Agency for Solar
Energy (MASEN) and a private partner.

) Approved in 2012 and expected to be completed in 2015.

IMPACT

L) 160 MW of additional CSP generation capacity -
diversifying the energy mix.

) 240,000 tons of CO:2 avoided each year.

L) 800 jobs to be created during construction phase and 50
during maintenance phase.

1 Contribution towards the realisation of the commercial
viability of CSP and its potential in the MENA region.

AfDB FUNDING
) $215 million from AfDB.
) $100 million from the Clean Technology Fund (CIFs).
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Kenya
Menengai Geothermal Plant

DESCRIPTION

Q

Q

Development of the geothermal field for steam production
which the private sector will subsequently use to produce
electricity.

This investment in drilling and steam production laid the
foundation for private sector investment in IPPs.

Procurement for IPP projects (capacity of approximately
400 MW) is currently underway, which is expected to
result in over USD 500 million of private sector investment.

Approved in 2011 and expected to be completed in 2016.

IMPACT

a

a
Q

Produce the level of energy equivalent to the needs of
500,000 households and 300,000 small businesses.

Avoid 2 million tons of COzemissions per annum.

Boost geothermal development in East Africa — AfDB
currently working with Djibouti, Tanzania and Comoros.

AfDB FUNDING

a
a

$121 million from the AfDB .
$25 million from the Scaling up Renewable Energy

Program (CIFs).

oru,




Cape Verde
Cabeodlica Wind Power

DESCRIPTION

U Four on-shore wind farms are being developed on four
islands —25.5 MW.

U The first large scale public-private partnership in the Cape
Verdean infrastructure sector.

U The first independent power producer (IPP) in wind to
operate in Sub Saharan Africa.

L Approved in 2010 is fully built and commissioned.

IMPACT

U Greatly reduces the archipelago’s reliance on costly
imported oil for electricity generation by up to 20,000
tonnes — saving the country about €12-15m a year.

U Provides about 25% of the nations energy.

(1 Established a model for large-scale renewable power
projects with private investment, which can be replicated
elsewhere in Sub Saharan Africa.

AfDB FUNDING
(J EUR 15 million from the AfDB .
] USD 1 from FAPA.




AfDB Advancing the Clean Energy Agenda

Between 2011 and 2012 AfDB doubled its clean energy
commitments and became the largest financier on the continent.

Bloomberg

MNEW ENERGY FINANCE

Building today, a better
Africa tomorrow

Home | Countries Topics & Sectors Projects & Operations News & Events Documents Knowledge  Aboutus  Contactus  Careers

Between 2011 and 2012, the ADB
increased by a staggering 92% its
investmentin clean energy in Africa,
according to a new report by Bloomberg ;
New Energy Finance. The publication,
which looks at the clean energy
transactions of 26 national and
multilateral development banks from
2007 to 2012, found the AfDB to be the
largest source of clean energy financing
for the African continent.




Conclusion

J The energy needs of developed and developing economies
should be met with cleaner forms of energy in order to mitigate
climate change.

. Africa Is Iin dire energy poverty and requires huge investment
flows to address its energy crisis.

- Private sector investment is crucial in addition to public resources
to meet the financial gap.

1 Governments should continue to work on providing the enabling
environment for private sector participation.

1 Africa has bright prospects for renewable energy generation;
existing innovative projects should be replicated and scaled-up.

1 AfDB 1s committed to promoting renewable energy, including
private sector development, through the variety of instruments at
Its disposal — working together with its development partners.




<
/,

AFRICAN DEVELOPMENT BANK
CONTACTS:
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Climate Change Coordination Committee Secretariat
u.nwamarah@afdb.org | +216 71 10 29 23 | M: +216 25 24 10 36
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mailto:u.nwamarah@afdb.org
http://www.afdb.org/

