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1. OVERVIEW OF ERT
1.1  Background

Rural transformation is a priority in the Povertsallication Action Plan (PEAP), as
well as the National Development Plan under foritiotta The PEAP depends, in part,
upon provision of infrastructure and functioningcisb services to promote growth
and reduce poverty. Low access to modern energyicesr and Information
Communication Technologies (ICTs) is still a chadle.

In November 2001, the World Bank approved the Bpndog Rural Transformation
(ERT) program as a three-phase Adaptable Prograam (APL). The purpose of the
ERT program is to develop Uganda’s energy and amétion/communication technologies
(ICT) sectors, so that they make a significant rdmution to bringing about rural
transformation, i.e., these sectors facilitategaifitant improvement in the productivity of
enterprises as well as the quality of life of hdwses.

Phase 1 of the ERT Project lasted 6 years and endesbruary 2009. The aim of this
phase was to develop the needed institutional fnarleand capacity for delivery of
rural/renewable energy and ICT services in a susbdé manner. This phase was
implemented successfully. ERT phase 2 was declaffsttive on November 25,
2009 and will run for a period of four years. Thenaf the second phase is to
accelerate investments and increase regional agedrg shifting from the Phase |
case-by-case approach to processing sub-projecisgth the institutional framework
developed in phase 1.

Targets that have been set for ERT Il include: ,00@ connections for grid
extension, 2000 consumer connections for independads, 30MW renewable
energy generation capacity and 20,000 householdhatititional solar PV systems.

1.2  The Role of the Rural Electrification Agency in ERTII

Under ERT II, the Rural Electrification Agency (REAwill be responsible for
implementing the major part of the Rural Energydsfructure component, especially
physical infrastructure development. REA will, siiieally, be responsible for the
following four main components:
* Publicly funded grid related power supply (i.e. marid extension and
intensification within concession footprints);
» Off-grid renewable energy investments, which ineluddependent grids and
solar PV systems;
» Support for grid connected renewable energy powaeration; and
» Technical assistance and training.

The modalities adopted in Phase Il are a contionatf those which were successful
in delivering results under Phase I. In the casgriof extension, REA will continue
financing new distribution access projects underaarangement in which REA
constructs, with Government ownership, projectst th@eet agreed criteria of
economic and financial viability. These projectslviie concessioned out to the
private sector for operation and maintenance, &itprovision for new expansion



through private debt/equity, possibly with a Gowveemt subsidy. Consumer
connection subsidies have also been introducedRih IE

The off-grid subcomponent includes both solar PY lousehold and institutional
consumers as well as independent grid systems.PFhenodality is implemented
under the PV Targeted Market Approach (PVTMA) whidkludes the provision
consumer subsidies and credit finance.

1.3  Objectives

The overarching objective for REA is increased asd® electricity which will be
driven by the following specific objectives centtren the implementable models in
place:

1. Design and implement publically funded grid extensprojects to connect at
least 116,000 initial consumers and targeting comme to district
headquarters.

2. Design and implement independent grids to conn@€01consumers and
stand-alone PV systems to connect 20,000 consuiRE®S Subprojects).

3. Facilitate grid connected renewable energy projept® 30 MW of electricity
generation from small hydro stations and other REceS.

4. Increase REA’'s capacity to manage the scaled upviteg in rural
electrification and renewable energy development.

1.4  Scope of Activities

Each project objective will be implemented throagtivities spelt out below and will
aim at increasing regional coverage through the afethe Indicative Rural
Electrification Master Plan (IREMP) aiming to aeW stipulated targets and
equitable coverage with particular attention to thederserved areas of northern
Uganda. The electricity consumers that the IREM#ks¢0 target comprise of:

1. Economic sectors within the country, especiallysthavhere lack of access
to electricity is increasing the cost of product@mnhampering attainment of
good quality of service. These sectors are: wdtealth, education, water,
agriculture, telecoms, mining, etc.

2. Rural settlements made up of small informal busessovering a huge range
of activities, including agriculture, livestock, dd processing, shops,
salons, restaurants and hotels, computer centetep \halls, garages and
banks. Domestic households within settlements caulke up further
connection numbers.

1.5 PV Targeted Market Approach (PVTMA)

a) Brief overview
The mechanism for accessing solar PV systems uBBdar | was designed to be
purely commercial, with PV companies doing the ra#ifg, selling and installing of

systems. The Private Sector Foundation Uganda (P8ffough the Busines Uganda
Development Scheme (BUDS-ERT) provided busines®ldpment support (BDS)



and sales-based performance grants to PV compartes.mechanism/strategy for
solar PV market development was centred on the ngstton that given the
appropriate grants, solar companies would, in gietof free enterprise, accelerate
market growth and even realize the ERT targets. évew due to several
bottlenecks/barriers, solar companies to date Inatenanaged to penetrate or open
up significant new markets as envisaged and vewy lave invested in a rural
infrastructure as expected. Most of the major sBMrcompanies remain Kampala-
based.

Some micro-finance institutions (MFIs) have enghge solar loan schemes with
varying results. Among microfinance deposit-takingtitutions (MDIs), only FINCA
has shown interest in penetrating the solar mada@he MFIs, specifically Savings
and Credit Cooperatives (SACCOSs), have engagednressolar PV business, but the
practice is not widespread. In most cases, alktipdsyers are constrained by capital,
market development, institutional capacity and othecro and macro economic
factors.

Although a start has been made, the market for 8fahas not yet been transformed
to close the gap between the very large potengmhashd in rural areas and the
suppliers, who are not yet operating in those areas

b) Barriers to solar uptake in Uganda

After extensive consultations with stakeholders, fihllowing barriers to rapid uptake
of solar PV have been identified

. Cost and poverty: Solar PV systems are expensive to buy both from an
upfront investment perspective and in absolute twsts, relative to the levels
of disposable income and competing needs of thal rpopulation. The
indication was that even where credit is providde, ultimate cost of a solar
system is worsened by high interest rates chargeditro-finance institutions
in Uganda (typically 2.5-4% per month flat rateirthermore longer periods
of repayment only worsen the cost outlay as interates are flat. In the
majority of cases solar PV is a consumer prodather than used to generate
additional income. In many cases a deposit orpayment is required from a
purchaser of a solar system in order to qualifyddoan. The problem with
this requirement is that most rural householderjiize food, education and
health, and even then the resources are rarelygbnou

. Education on solar PV systemsOne of the barriers to development of the
PV market in Uganda is that rural commercial manketand distribution
networks for PV are largely absent. The PV commamdJganda are stuck at
a low level equilibrium of low sales volumes andhiprices with large unit
margins. The companies are small, entrepreneuemriwith limited financial
capabilities. They have neither the resources herrisk appetite for major
investments on their own in rural marketing and triigtion. Their
promotional efforts are limited, and insufficientaddress market perceptions
of poor quality of PV generated power and unwagdnéxpectations of
possibilities of grid connections. Although a gogdoportion of rural
consumers are aware of solar PV as a technology, ihve no details on its
capabilities, limitations or even sources of theipment. It is still an alien
technology and only very sustained education angosxe results in a



credible sale (meaning a sale based on absol#e where the buyer believes
they have received value for money). Most buyerbdwa suspicions of being

conned. Another major observation was that in nuesdes solar PV is

marketed by people who are absolute strangersetdattyget market, unlike

many other products where sensitisation of farnaes rural folk is carried

out by trusted partners like NGOs, CBOs and loa#a@rities.

. Financial risks: Because of the high capital outlay, solar PV issidered by
both the cash buyer and credit buyer as a riskgtass addition, product
guarantees are rarely passed on to the consumexpldined at all. Resale
value is poor — in general solar PV is highly illid as it does not have an
active second hand market (a consumer thus ranks &/ lowly in
comparison to other household goods which can gk qackly to save the
family). On the other hand the micro-financiersy fine same reasons,
categorise solar PV as carrying a high credit riskaddition, buyers tend to
blame the financial institution and stop repayingns when the systems fail
or get broken. Moreover where a financier is wilito ignore the risk factors,
there are statutory collateral requirements andnfimal institutions need to
meet certain performance ratios, which sometimes loa aggravated by
issuing unsecured loans.

. Physical risks: In recent times cases of theft of panels has lmernhe
increase. This has scared off some potential cus®mmvhile causing loss of
investment for others. There exists no standangramee package for solar PV
systems, hence the risk remains high for bothehddr and buyer of solar PV.

Service and maintenance is out of reach and tkeredequate rural presence
of solar PV equipment and service providers. PVsoamers continue to

complain about lack of technical support on theugh This leads most

financial institutions to be wary about viabilityf @ solar PV lending

programme.

. Institutional frameworks: Arrangements and market structures to ensure an
efficient market are weak. Partnerships are diffiticreate and sustain, even
though they are a necessity. Solar PV companies bauggled to convince
financial institutions that they can make credibdehnical partners, while
MFIs and MDIs have not been able to convince dBlaicompanies they have
the numbers that would warrant additional investmby the solar PV
company in the regions served by the financiaitunsbns.

. Quality of solar PV systems:Quality control is low both at the importation
and local production levels (for local componentay well as in field
dissemination. Hence financing institutions arecewned about the welfare of
their clients who may receive poor systems. It gis@s a poor reputation of
the product in the market, with consumers condegttie technology without
realising that not all companies engage in pootesys.

c) Critical Conclusions on Solar PV Market Developmenin Uganda

Based on the identified barriers above, six keyrattaristics were suggested by
stakeholders as being key to a successful solamaxket development effort in
Uganda.



Subsidy to the end-userEach stakeholder type consulted indicated that thi
cannot be ignored; otherwise numbers would neveadieeved. One MDI
indicated it had been marketing solar PV for thstpharee months without a
single sale and believes absolute cost is a mapioi. One problem is that
consumers cannot readily assess the quality gbribéucts and services being
offered against the cheaper but lower-quality potslialso available in the
market.

Subsidy criteria and channelling: Another observation made is that
subsidies via service providers in the form of il system prices do not
elicit effective demand primarily because the comsudoes not ‘see’ the
subsidy. In addition, the consumer is not privysétting of solar PV system
prices and always believes the best deal could hega better.

Due to the difficulty in controlling subsidisatiotirough such a structure
where there is no standard price, it has been stegethatconsumer
subsidies should be disbursed througimancial institutions and made
available only to solar PV loanee®ne of the key considerations is the
difficulty of administering a customer subsidy gstfor cash customers.

Further, subsidies should be based on socio-economic pararsetof
consumers and therefore should be graduated basedtle size of solar
home system acquiredt is assumed that low income earners are inglioe
install smaller systems

The general observation from the PVTMA operatianslate is that out of a
possible 33 solar companies (that had been approydte PV Supervisory
Group by closure of ERT 1), only six have parti¢gdhin PVTMA so far and

the number of installations for most individual quanies (among the active
ones) has considerably gone. The reduction in nurobénstallations and

perhaps non participation by some companies coeldttsibuted to, among
others, the delay in payments (PVTMA progress rggoty 2010).

The mode of payment where the financial instituti@as to wait for the audit
report to make disbursement of loan and subsidydssh flows for the solar
companies and cripples capacity to mobilize nexters. In addition, this
affects cash flows and repayment of financial ailons and may affect
capacity of REES to attract capital from potentilahnciers. This view seems
to be true as we have seen more installations ghréUNCA as compared to
Post Bank. At FINCA, as soon as installations hasen made, payment for
the credit part (including customer’s contributiois) made to the solar
company as the audit is awaited to disburse thsidybwhereas Post Bank
waits for the audit report to disburse both thenlaad the subsidy. In order to
ease the cash flow for the PV company, the custorash (price minus
subsidy) should be paid to the PV company immelicaéter installation
while payment of the subsidy awaits end-user aamtitverification report.

Education and direct marketing: In order for potential demand to be
converted into effective demand, customers mugrabled both financially
and education-wise. The point of debate is how#wemedium and channels
through which education is imparted. A successhdal NGO operator



suggested that attitudes are changed easier amthgsimg decisions made
faster when the marketer is perceived by the reotpof product information

as trustworthy. Open market messages on solar @\theough radio and TV

are impersonal and do not always lead to a buysieti even though

awareness is increased.

The proposal is, thereforep undertake grassroots sensitisation through
established communication structures, for instanegtension workers in the
agricultural sector, orNGO and CBO trainersSolar PV companies can team
up with such an infrastructure to deliver educationsolar PV. The challenge
however is that players in such channels are re#gsarily stakeholders in the
solar PV sector and would not be willing or have flnances necessary to
leverage marketing funds (for instance as requivgdPSF/PSFU).Their
efforts would need to be 100% grant financed.

Finance and guarantees to financial institutions (F5): Availability of
affordably priced credit, while not addressing th risk factors, has been
suggested as having significant impact on bothgmien of cost of a solar
system and reduction of competition between solaaRd other needdlost
SACCOs indicated they need loans to capitalise rthezilar loan portfolio.
The loans would need to be lowly priced to enable tSACCOs give
concessions on thénterest rate in order to make the solar loan practu
attractive Another prohibitive factor is the one-loan-pestmmer policy of
some MFIs. No farmer will take a solar loan if thege aware it may impede
on their ability to access another ‘more importdaéin. MFIs have indicated
that the most practical way of ensuring that sét@ns are available as a
second loan is to have dedicated funds for thgiqzae.

To address these concerns, regulated financiatutishs such as MDIs may
apply for refinancing from the Uganda Energy Cré&thpitalization Company
(UECCC) to provide PV loans to consumers and wagykiapital loans to and
REA Eligible Enterprises Solar PV (REES). For SAGCa&nd other MFIs,
Microfinance Support Centre (MSC) has funds avéldor solar PV at a
concessional wholesale interest rate.

When Fls have their own financial resources tallehey have expressed
desire for arisk-sharing guarantee to reduce the need for conventional
collateral requirements (normally over 100% coveft present, such
guarantees are not available but could be congldere

Strengthening rural infrastructure: Micro-financiers have expressed the
desire to see rural solar PV distributors and Ilestget strengthened to be
able to provide proper after sales service. Itasidver important to ensure
that these rural dealers have a strong supply soamnd their personnel are
properly trained on technical aspects. Proper liastan may also deter theft
of panels. Rural solar PV dealers also require tahpgpd stabilise their
operations, as their business outfits are nornvaty small.

Government intervention: It is considered thagovernment input is needed
for the Uganda solar PV market to progress askfyuiand as vastly as
desired. Elimination of financial and institutionbarriers as well as risks



associated with lack of proper solar PV systemsicerinfrastructure are
suggested to be areas where REA should interveoegsy.

d) Launch of PVTMA programme

Noting the slow progress of meeting the electrifara goals, the Government of
Uganda, through the Rural Electrification AgencyefR launched the PV Targeted
Market Approach (PVTMA) in July 2008 to scale upake of solar PV. The main
focus of PVTMA is to accelerate the uptake of sé&l&rthrough: (i) a targeted market
approach; (ii) promotion of consumer credit; (piovision of consumer subsidies to
address affordability and stimulate demand; anyl ifieentives/support to suppliers
and PFls.

During ERT Il, REA will facilitate the solar markefevelopment under the PVTMA
framework by disbursing consumer subsidies throyggrticipating financial
institutions (PFIs) and PV companies, and promotiberedit and savings schemes
for solar PV consumers through PFls. In additioBARwill support Energy Service
Companies (ESCOs) and leasing companies to estafdis-for-service business
models. These efforts are expected to result iIGADPV installations and contracts
and in a more sustainable market in rural areas.

e) PVTMA Strategic objectives

The overall objective will be to increase outreactand sustainability of markets
for solar PV products. Specifically, PVTMA will aim to increase solalRuptake
through:
* Addressing affordability by providing consumer sdiss;
» Targeting specific markets to increase awareness damand, to achieve
targeted numbers;
» Facilitating development of rural outlets for solaealers, to reduce
transaction costs and improve after-sales service;
» Facilitating PFlIs to enhance their capacity to mievaffordable services and
to support clients in accessing solar PV products.

2. IMPLEMENTATION OF SOLAR PV UNDER ERT Il

2.1  Off-grid Renewable Energy Investments

This component includes both solar PV for houselanld institutional consumers as
well as independent grid systems. For purposebesfet guidelines, focus will be on
the solar PV sub component which will be deliveneder the PVTMA framework.
Projects in this category are considered as REA®jdxcts and are explained below

2.2  REA Subprojects

A REA Subproject is an investment in the supplysofar photovoltaic systems to
commercial institutional or household customersanrinvestment in off-grid mini



hydropower projects. A number of other terms wilply specifically to this category:
REA Eligible Enterprise, REA Subgrant and REA SalngrAgreement.

REA Eligible Enterprise means a private sector enterprise, operator \eestor,
which has met the eligibility criteria defined inig document. There are two types:
Hydro and Solar PV.

REA Subgrant is a grant or subsidy given for investments is tategory.

REA Subgrant Agreementhis is an Agreement between REA and the REAIlgg
Enterprise.

2.3Installation of Solar Systems for 20,000 Consumers

a) Strategy

With regard to solar PV, the focus of ERT | wasimstitutional sales to rural health,
education and water facilities, with limited houskhsales. During the course of ERT
I, the Photovoltaic Targeted Market Approach (PVTMé#&pproach was added to
facilitate household sales. The PVTMA will use ant@nation of IDA and Global
Environment Fund (GEF) funds to co-finance sales htwuseholds and non-
government institutions. Besides subsidies, the MXTapproach includes consumer
finance for the purchase of household sales, wighaommercial risk taken by the
lender. Overall, about 20,000 households are eggddotreceive solar PV service.

b) Selection criteria

Solar PV Stand AloneSystems are proposed for domestic and institatio
consumers located outside of denser settlanemthere loads cannot be
economically aggregated together into larger viglotgects. There are two categories
of beneficiaries for the ‘stand alone’ systems, elgm(i) off-grid regions far away
from planned grid extensions in the near future @n low population density areas,
very close to the grid, but outside of the immealiatcess zone within which grid
electrification is cost effective.

C) Photo Voltaic Targeted Market Approach PVTMA framework

The REA facilitation of the solar market developmento be undertaken under the
Photo Voltaic Targeted Market Approach PVTMA franeelu This facilitation will
entail disbursement of consumer subsidies througian€ial institutions, PV
companies and others; promotion of consumer caatit savings plans; training of
personnel in all agencies involved; and incentaed support to solar PV companies
in extending outlets and services in rural areaSFW will provide support to
regulated PFls towards development of solar loamlymts, roll out and awareness
creation activities and training of personnel ie #nergy business while REA shall
support non regulated FIs such as SACCOs. In addlitraining in solar technology
will be carried out for PFIs to enable them to éetiandle consumer credit for PV.
PV utility companies using the fee-for-service mlodall also benefit from the
subsidies (to lower the consumer fee/tariff).



REA will actively participate in identifying targeharkets, structures and players, as
well as packaging and monitoring PVTMA initiativeREA will also adopt a
Grassroots Approach, under which Partnershipshe&ikstablished/promoted between
REA and the Rural MFIs, NGOs, CBOs and Private Cencial Companies. In key
targeted areas where the market development agpprawes ineffective, REA may
adopt a Target Market Initiative to undertake dintracting.

2.4 Implementation Guidelines

The organization of the solar PV market in ERT Il Winge around addressing the

key issues of affordability, quality and rural prase building on the experiences of
ERT I. REA will work in close partnership with theolar PV companies to be

prequalified in accordance with the criteria ddsedi this document; as well as
financial institutions. Private PV companies (irdihg NGOs or other entities in the

PV business) will be required to market, sell avie on a leasing or service basis
and install PV products and provide after salesvises. Consumer subsidy and
availability of affordable credit services will agds affordability on the side of

consumers and stimulate demand for the solar PV.

2.5  Specific Activities to Be Undertaken by REA
The specific activities will include:
a) Prequalification of interested entities

The prequalification of companies will be done deritify REA Eligible Enterprises
Solar PV (REES)n accordance with the Eligibility Criteria (see Wex A). Eligible
companies will be Uganda based entities that aresimg in PV market development
and who have the potential to increase sales goahelxinto new areas. These entities
will include private companies, non-governmental gamizations (NGOSs),
Microfinance institutions and others. REA will mtmi the REES for technical and
financial performance. Annual subsidy agreements lvé signed with the REES
renewable upon satisfactory performance.

Building on the experience of ERT I, the criteriadaapplication forms have been
developed for use in the PVTMA program (Annexes wd aM). As a point of
emphasis, the applicant (potential REES) will bpezted to (i) indicate the market
coverage i.e. whether it is entire country or sfedlistricts, and (ii) to indicate the
existing or planned branches/dealers. To ensusztafé participation of rural solar
dealers in the PVTMA program, different applicatienteria will be used for
Kampala-based dealers and rural-based dealers.

In order to be prequalified in the PVTMA as a REAglble Enterprise Solar PV, a
company shall respond to an Expression of Intebgstapplying to REA. The
expression of interest shall include (see Annex M):

A. Kampala-based Enterprise

1. A completed Application Form (S1K)

2. Certificate of Incorporation, Certificate of regeion, Partnership registration
or Business Name registration, whichever is applie
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10.

Certified copy of Memorandum and Articles of Assuimn,

Company or Organizational Profile — indicate chedie nature of business or
work and solar distribution activities and networkcurrent and planned
(location of business outlets, branches, agentisanchises.

Trading license and Letter from Local Council coming solar activities
being undertaken by the applicant in the area.

List of products and specifications, list of suppdi, their addresses and copies
of valid certification of their products.

List and CVs of key technical staff.

Letter of commitment to provide warranty and afates service (copies of
warranty forms if already available)

Business plan summary (Form S3)

.Copy of latest audited accounts for two years
.Bank reference letter(s) giving an opinion of finah standing, credit rating

Rural-based Enterprise

A completed Application Form (S1R)

Certificate of Incorporation, Partnership registat or Business Name
registration, whichever is applicable

Certified copy of Memorandum and Articles of Assdmn (if applicable),
Company or Organizational Profile — indicate chedile nature of business or
work and solar distribution activities and networkcurrent and planned
(location of business outlets, branches, agentisanchises.

Trading license and Letter from Local Council coming solar activities
being undertaken by the applicant in the area.

List of products and specifications, list of suppdi, their addresses and copies
of valid certification of their products.

List and CVs of key technical staff.

Letter of commitment to provide warranty and afates service (copies of
warranty forms if already available)

Copy of latest management/financial accounts

Reference letter from a bank or other financialtifnson indicating
availability of an account with the financial ingtion; or a statement that the
applicant does not presently have a bank account

REA will evaluate the Expressions of Interest ahdrdist qualifying companies that
will be requested to submit a detailed businessa jptathe case of Kampala-based
enterprises and a summary in the case of ruraldbasterprises (see Annexes N and
O for templates of business plan summary [Form @8] guidelines for detailed
business plan [Form S2]), that shall include;

A market development plan including target cust@neroposed geographic
area of operation, physical distribution networkd aconsumer financing
arrangements.

Arrangements to grow its business, by for exampipaeding its service
network or increasing its marketing efforts in ¢&ixig market areas.

A financial plan demonstrating that the applicantgerations would be
commercially viable, with explicit disclosure ofsces of external funding
(such as equity infusion, commercial borrowingsngs etc)
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iv. A satisfactory consumer protection plan, includengeturn policy, warranties,
money back guarantee applicable within a stipulaeribd and adequate after
sales networks

v. Adequate arrangements for staffing, including editechnicians in solar PV.

vi. List of PV products to be marketed which meet Ugargtandards and
supported by relevant documentation.

vii.  Prices of PV products to be marketed. The pricebeareviewed bi-annually
viii.  Evidence of a business outlet with sufficient ktat the proposed area of
operation (or plans to establish one)

ix. Adequate safeguard for safe disposal of used edttend fluorescent bulbs

The entities will be prequalified for a particularea where they have adequate
capacity to market, supply install and maintainasoPV systems. The pre-
gualification exercise shall be made flexible sat §hrovisional approval can be given
to REES to open up a new outlet in a new area aekl arders; upon verification and
proof by REA, the REES shall be approved to opdratiat area.

Unregulated MFIs such as SACCOs and NGOs that wigtartner with REES for
purposes of participating in the PVTMA will not pee-qualified, but the REES will
seek a ‘no objection’ from REA to partner with sudlls to enable REA to assess
the capacity of the entity to participate in PVTMM¥FIs will be approved if they are
clients in good standing of the Microfinance Suppg@entre Ltd. (MSC) or if MSC
evaluates them and confirms that they meet MSQislifg criteria for a mature
SACCO or MFI.

REA Eligible Enterprises Solar PMREES) will be responsible for marketing, supply,
installation and maintenance of PV systems (sadanéhsystems, commercial systems
and institutional systems). Once prequalified, REES may apply for business
development support from Private Sector Foundatiganda or other sources to
facilitate establishment of rural outlets. REESyraéso apply for loans for working
capital for their PV business from Participatingndicial Institutions refinanced by
the Uganda Energy Credit Capitalization Company (UECCC) or from MSC. It
should, however, be noted that working capital@sson the side of solar companies
are handled in normal (lending) relationships wittancial institutions. Companies
with collateral and or good relationships with coermial banks will normally receive
good terms for both loans and overdrafts.

b) Strengthening rural infrastructure

REES will be facilitated to establish rural outletafter sales operation and
maintenance services. This will be done throughBb¥®S-ERT Component under
PSFU and any other available support in a commlgraastainable manner. Through
PVTMA, REES will not be allowed to supply marketkere they do not have sales
and service outlets in the region. Rural-basedrs® entrepreneurs (agents,
franchisees, etc.) will be encouraged to partieifzest long as the installations meet PV
standards. Separate criteria for prequalificatibmuoal solar PV dealers (described
above) will be used to encourage rural dealers ddigipate in the PVTMA
Programme.
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PSFU will provide output based support to REES #otlp defray the cost of

establishing outlets in rural operating areas. Aalrwperating area will be as per
definition for the ERT program (PSFU will providetdiled criteria). The support
will be intended to cover the cost of developing tharket and establishing a local
outlet. In addition, PSFU will provide training feechnicians that will service these
rural outlets.

PSFU will also provide capacity-building supportrégulated PFIs. Eligible activities
will be the development of solar loan products| it and awareness creation
activities, and, training of personnel in energwihass. The support will be in the
form of a grant on either re-imbursement basis ioectl payment to the service
providers.

Specifically, PSFU will provide grants to suppligiseparate from the consumer
subsidies) as a reimbursement against approvedsgpef opening up a new outlet
in an underserved rural area (up to a specifiedt)limdministered as part of PFSU’s
capacity-building mandate, along with grants to sPfdr branching out into rural
areas. PSFU will disburse these grants in twoctras: (i) Half as 50%
reimbursement of documented, approved expensegtakee; (i) Half (which will

be reimbursement for the remaining half of the esps already documented) on the
basis of performance, i.e., per system installexv@l?50 systems based on the a base
target of 500 systems per new rural area; andf@iithese new outlets, allow direct
cash sales to customers (i.e., without passingugfiroPFIs) to qualify for these
performance-based reimbursements).

Similarly, non-regulated financial institutions de. SACCOs), will be supported by
REA. Eligible activities will be the development sblar loan and savings products,
marketing and awareness creation activities, aachitig of SACCO personnel in

energy business. REA will provide training to thergpnnel of participating PFIs.

Other support to the SACCO will be in the form ofrant to be determined on either
re-imbursement basis or direct payment to the semproviders.

c) Targeted PV market segments.

In order to open up underserved regions that haggeld behind in solar PV market
development, a special grant program will be im@atad by REA through tendering
specific target market segments. The selected REESccess pre-agreed grants for
operating in a particular market. This is in aduitio subsidies for the customers. The
grants shall be disbursed on an output-based d&A)asis. The key criteria for
setting target regions shall be that one that thaye not attracted any REES under
the market-based approach and are included irRB&IP (see Annex ).

d) Management of consumer subsidies

In order to reduce the cost of PV systems, conssiméli receive a subsidy on

installed PV systems. Solar Home Systems (SHS)yapéaaty up to 50W including

solar lanterns will be eligible for a subsidy of @S.5/Wp provided the household is
located more than 100 meters from a low voltageuktion network. The subsidy
for solar home systems shall not exceed 50Wp @qaivalent of USD 275.
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For transparency, monitoring, and to minimize magation of funds, the subsidy to
consumers will be channeled through regulated @i@ninstitutions or directly
through the participating REA Eligible Enterpris&olar PV for clients of
participating MFIs. Provision of a subsidy for sdianterns (that are not part of SHS)
will depend on putting appropriate mechanisms iacelto guarantee quality and
reduce audit costs.

Institutional and commercial systems not financgd@overnment or Development
Partners will be eligible for subsidies provided fhcilities are located more than 100
meters from a low voltage reticulation network. Thgbsidy for institutional and
commercial systems is USD4/Wp for systems of a@apap to 500Wp. The subsidy
for institutional and commercial systems shall @eateed 500Wp or an equivalent of
US$2000. Institutional and commercial systems lestahrough both cash and credit
sale are eligible for subsidies.

The PV installations will be subject to audit aretification before disbursement of
subsidies to consumers. REA will contract competedividuals ‘on call basis’ to
provide services of end-user audit and verificatbsolar PV installations (details of
end-user audit services are attached in Annexesl®a A database of all subsidized
installations will be developed. In addition REAllvastablish a monitoring system to
track PV systems selling prices for all participgticompanies to ensure they are
within market range. REA will also carry out peliodample post audit spot checks
to verify the auditor’s findings and functionality installed PV systems, and to assess
customer satisfaction with maintenance and aftersavices from REES.

e) Mode of disbursement of the subsidy

The consumer subsidy for solar PV will be manage®BA. The subsidy will be
made per installation in accordance with the sétré and it will be disbursed to the
solar PV Company after installation. The paymenils e made based on payment
requests submitted by a REES or participating eggdl financial institution to REA
together with a list and supporting documentatidnsales and installationg.he
subsidy will be disbursed (i) upfront in quarterhstallments (replenished on full
accountability of preceding installments) to regedafinancial institutions (MDIs and
Microfinance Banks) participating in the PVTMA, a(ig directly to REES approved
to participate in the PVTMA in case of consumerseasing PV loans or savings
plans from non-regulated financial institutions npeerification of installations. REA
and or regulated financial institution, after remeg a successful end user audit report
(see, discussion of compliance monitoring, belomguld approve the payment and
process the payment direct to the company’s bank.

In order to encourage participation of more REE®& iaorease solar PV connections,
REA will adopt the FINCA model of disbursement désed above (Section 1.5.c)
for those REES that have a satisfactory track ceobrat least 25 installations in six
months. The customer amount (price less subsidyl) bei paid to the company

immediately after installation and then the subsidly be disbursed upon end-user
audit and verification of the installation. Howeyvean appropriate amount will

retained to be paid upon evidence of the mandatibey sale service visit.

The steps are as follows:
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i.  Pre-qualification of eligible REES for the PVTMA te used as channels of
the subsidies to consumers including establisaliigipility criteria
ii.  Orders for installations submitted to REES throljfis when clients have
met their obligations
iii. System installed; customer signs off,
iv.  PFI endorses, pays customer and loan amount to REES
v. Verifying PV systems to ensure they are installed aneet agreed PV
standards. Auditors will be contracted to inspestalled PV systems
vi.  Disbursement of the subsidies to REES (less amaitinbeld for performance
of mandatory after-sales service).
vii.  Development of a database of installed PV, to betisuously updated
vii.  REES undertakes maintenance visit (or service ifa#quested) and provides
documentation to REA
ix.  Disbursement of retained subsidy to REES.

f) Compliance monitoring

A strong, independent end user audit and compliameeitoring capability is a key
requirement not only for ensuring proper use ofifubut also for maintaining private
sector confidence in competitive market developm&mA will be responsible for
establishing arrangements, acceptable to the Bank,

* Due diligence on business and market plans and afbstream support
provided to firms. NGOs or others who will be indedent of the sector
and the business or other interests involved witiduct this due diligence.
Each company would agree to allow access, uponestquo such
representatives of REA or others designated byBtak, to their business
premises and to disclose, upon request, their decof sales, installations,
complaints, repairs and warranties.

 End-user audits on a routine basis prior to apprada payment of
consumers subsidies.

* Complaint-based audits in cases of reports of sotampany failure to
comply with requirements, including customer afsales service and
warranty obligations.

» Other monitoring to ensure that the companies aneptying with the pre-
designated technical, after-sales service and ooaisprotection standards,
and that, customers are satisfied with their units.

g) Actions in the event of non-compliance

If any company is found to be not in compliancehwihe PVTMA guidelines,
immediate action would be taken,

First, there may be isolated and contained incidentsoatcompliance, resulting, for
example, from management, internal control or ¢yalontrol deficiencies. For this
type of non-compliance, the PV Steering Commiti®¢3C) convened by REA would
give the REES an opportunity to remedy the problthin a given time period. If the
PVSC finds that the dealer does not meet the thtestar if there are repeated incidents
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of non-compliance, REA, on the advice of the PVB@y classify the non-compliance
to be in the second category.

The secondccategory of non-compliance comprises those in lwiihe company has
committed fraud, or has an extensive incidenceoofeompliance with the guidelines,
such as technical specifications or after-salegices. In this case, after receiving the
report and recommendations of REA, PVSC would &@beropriate steps to exercise
the remedies available to it, including suspendihg REES from the PVTMA
programme which would imply REA terminating subsaigbursements in respect of
specific dealers.

In summary, penalties for non-compliance will rafigen withholding of the subsidy,
replacement of PV components or entire systemnstliation of the system, to
cancellation of the subsidy agreement and susperfston PVTMA programme,
depending on the intensity of non-compliance. Isecaf PV component or system
replacement, attributed to non-compliance, the R&iiShave to bear the cost of re-
auditing the said installation.

h) Promotion of Consumer Credit and Savings for SolaPV

REA will conduct awareness campaigns aimed at ptoigoconsumer credit in
partnership with financial institutions in order $pread the upfront cost of PV that
would otherwise have been met by consumers. PHIsalgo be encouraged to
develop savings plans to help customers meettdrgjeted contributions or minimize
interest costs. Participation is open to both RH#illle Enterprises PV, regulated
Fls (such as MDIs), and un-regulated FIs (suchfSC0s)..

There will be no pre-qualification of regulated F¢sich as MDIs wishing to

participate in PVTMA. REA will obtain a list of re¢ated financial institutions from

Bank of Uganda and encourage those with potentiaprbvide micro loans to

participate in the PVTMA programme. The regulatésivishing to provide consumer
credit and disburse consumer subsidies will sulangitoposal to REA. The proposal
shall contain a market development plan includimggeét customers, proposed
geographic area of operation, physical distributietwork and description of credit.
The financial institution will be required to pagmwith REES, which will be

responsible for supply, installation and maintemaoicPV systems. Upon approval of
participation, REA will execute a Subsidy Agreemerith the regulated financial

institution that will be a basis for disbursemerittbe subsidy (see Annex K).
Regulated Fls such as MDIs may apply for refinagpdirom the Uganda Energy
Credit Capitalization Company (UECCC) to provide Rans to consumers and
working capital loans to REES.

Similarly, un-regulated FIs such as SACCOs and N@illdoe supported to disburse
solar PV loans to their customers. Upon approvaasticipation, REA will execute a
Subsidy Agreement (see Annex L) with the respedRES that will be a basis for
direct disbursement of the consumer subsidy tdRIEES. REA will collaborate with
MSC, which has funds to provide lending capitab&CCOs at a concessional rate.

In addition, REA will facilitate awareness creatimd marketing of solar PV loans as
well as build the technical capacity of PFls todiarsolar PV technology. REA will,
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in collaboration with MSC, hold regional workshofageting SACCOs and their
clients in the respective regions to sensitize tloenand promote the solar PVTMA
operations. REA will also provide training to thergonnel of participating PFIs.
Individual SACCOs shall also be supported to dgvednd market solar loan and
savings products, upon approval of suitable greopgsals.

i) Facilitate Non-solar PV and non-MFI companies to povide alternative
credit mechanisms

In order to increase credit options for consum&EA will work closely with
income-controlling private and public sector companto persuade them to offer
alternative credit mechanisms (see Annex H). Theslede: (i) strong corporations
employing large numbers of staff, and (ii) privatempanies engaged in the value
chain for a large number of farmers. Such incomarotling companies will be able
to avail a means of repayment, througbhack offsystem, for solar PV installations
offered by solar PV companies on credit.

j) Promotion of fee-for-service model

REA will support Energy Service Companies (ESCO%) &asing companies to
establish fee-for-service business model. In thigleh the company installs the PV
systems in a defined geographic location and clsaag®monthly fee to consumers for
the energy services but retains ownership andetigonsibility of maintaining the PV
system. PV systems installed under the fee-forisermodel will be eligible for
capital subsidies at USD 5.5/Wp for PV systems pta 50Wp and USD 4/Wp for
institutional and commercial PV systems of up t0\6(.

REA will be responsible for:
i.  Reviewing business plans and feasibility studesiétermine eligibility
for subsidies
ii. End-user audit and verification to ensure that Bstens exist and are
installed according to standards
iii.  Disbursement of capital and connection subsidies

k) Provision of subsidies for targeted consumers withd borrowing

In order to include targeted (low-income, ruralstmmers who may not wish to
borrow or do not meet PFIs’ requirements for a J@ubsidies will also be available
to those who enter into a savings plan of six me®wthmore with a qualified PFlI,
which will enable them to accumulate the entirengasce of the SHS, less the
subsidy.

Specifically, REA will provide $5.5/Wp (up to 50Wps a consumer subsidy only,
across the board, on sales through PFls, inclugiSglar Savings Plan for consumers
who wish to pay cash instead of borrowing, with girevision that the installation

should take place at least six months after opetiiagaccount; this will enable cash
customers to access the subsidy if they desireptiytby going through the PFI and
waiting at least six months. This is intended tmimize incentives for companies to
collude and to focus exclusively on higher-incoroash customers. The PFI should
maintain records on when the savings plan for SHS witiated, and authorize
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installation only when six months have passed dmdrequired amount has been
saved. REA will assist in developing a standardaS8lavings product to assist PFIs
in marketing this approach.

[) Public awareness, education and stakeholder consattons

To ensure fair competition (and its benefits of faices and quality products) in the
solar PV sector, REA will (i) Prequalify many soRY companies, and (ii) promote
end-user awareness. REA will conduct promotional awareness raising activities
(in some cases jointly with key facilitating stakéders) that will raise the levels of
interest in PV products in consumer and institialomarket segments, and increase
their confidence in the certified PV products aedvices supplied by the approved
REES. A brochure of do’s and don’ts of solar Pvhtedogy, that includes a list of
approved companies, will be developed and dissdedn#o all stakeholders. In
addition, generic promotion will be carried outdhgh media (electronic, print)
programmes. REA will establish consultation arrangets with the PV industry and
financial organizations, including microfinance angzations, that will be effective in
ensuring that industry and financial sector views taken into account in activity
planning and implementation arrangements. REA wuitld regular continuous
dialogue meetings with key stakeholders includiagtipipating REES and financial
institutions to get feedback from implementatioiscdss progress and challenges and
chat a way forward. This continuous dialogue wassatered a key success factor in
the Sri Lankan solar PV market development impldatén experience.

REA will also implement PV market and consumer eynactivities, including
workshops, joint field visits, and direct consuttas with financial organizations and
cross sectoral interests, to ensure that broadandial and market intelligence is fed
back into the planning and design of business senrdctivities. Through these
consultative arrangements and market survey desviREA will strengthen its
broader services promotion activities.

2.6 Environmental and Social Safeguards

All investments under REA will be subject to envineental and social safeguard compliance,
in accordance with the frameworks that have beemldped and explained in the ERT Il
Operational Manual Section 6 Safeguards Policy.

2.7 Institutional Structure
a) General

REA has reinforced its structure in critical ardasbe able to handle Phase I
effectively. The Investment Planning & Promotidmit will continue to manage the
project development process. It is headed by adgan It shall be supported by
outsourced technical specialists (Engineers) whiopnepare the Terms of Reference,
review design reports and conduct evaluation oppsals. Thé’roject Development
and Management Uniwill continue supervising construction/installatiovorks.
Projects normally have outsourced consultants, e helped in the design and
subsequently supervise the implementation phase.Firfance and Administration
Unit will handle the Project’s Accounts section. Itllvdlso oversee procurement
matters of its Procurement Unit, which will be ditg handling procurement. The
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Procurement Unithas been strengthened through the recruitment naithar
Procurement Officer. An experienced ProcurementsGltant shall be hired to train
the procurement staff.

b) PVTMA- Institutional Structure

PVTMA is a solar market development framework putplace by REA. It is an
umbrella under which various institutions will corne board to develop the solar
market, on commercial terms.

At REA, PVTMA falls under the Investment PlanningdaPromotion Unit and is

managed by the PV Project Officer. An MFI Liaisofffi€er is to be recruited to

support this Officer already in place. Outsoureeditors will be engaged to verify
installations. The various stakeholders/playerssamed to participate in the PVTMA,
together with their roles, are summarized in AnBex

2.8  Quality Management
a) Quality control

Like any other energy product, solar technologg isapital intensive investment, it
requires high initial upfront cost, and yet the gmidial market comprises of largely
rural poor households with competing needs, and lexels of know-how. Quality

control is therefore necessary to ensure valuerfoney and sustainability in the roll
out of solar PV.

Quality of solar PV systems will be a major concedrile implementing the PVTMA
programme and will remain an important activity EA, as poor quality or non
functioning systems will continue to create a niegaimage of the entire PVTMA
programme and the solar technology in particuldrer&fore, REA in collaboration
with relevant institutions (UNBS, URA, etc) will sare that all REES comply with
set quality standards during importation, systetegration, installation as well as
maintenance phases.

With support from PSFU during ERT |, the Ugandaibdlal Bureau of Standards
(UNBS) developed and gazetted standards for solarc&mponents as well as
installation. REA will ensure that these standamseffectively communicated to all
stakeholders (particularly the REES). REA will alsork with UNBS to develop
standards for small PV systems such as solar t@jtdrawing from experience of the
Lighting Africa Programme.

REA will facilitate quality enforcement during sgst integration and design,
installation and after sale services. REA has direaade system configuration for
eight different sizes of PV systems as a guidetmeREES. However, in case a
customer requires a system size outside the gieefiguration; REES will design the
system but shall be required to seek concurreraay fREA on system configuration
before installation to the client. In addition, goetent end-user auditors will be
contracted by REA to audit and verify the solar Figtallations before subsidy
disbursements. These auditors will be contractedpand directly by REA and called
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upon to verify installations on a need basis. Iamicipated that business will be
enough to keep these auditors busy to avoid drtg ou

Specifically, the auditors will be required to cionf,
» existence and functioning of the solar PV instadlat
» that the components of the system conform to agsedlards
» that the installation of the PV system conformthi® set standard
» that the customer received user education, mamgatantact of the REES

An important factor in the success of the PVTMAIWaé strict enforcement of the
carefully determined quality and design standaEigorcement of quality standards
will be achieved by imposing penalties for non-ctiamre found during end-user
audit and verification. Penalties will range fromithaolding of the subsidy,
replacement of PV components or entire systenrmstadlation to cancellation of the
subsidy agreement and suspension from PVTMA programdepending on the
intensity of non-compliance. In case of PV compdnen system replacement,
attributed to non-compliance, the REES will havebéar the cost of re-auditing the
said installation.

b) Regulations and procedures of quality control

A PV Steering Committee (PVSC) will be establisla¢®REA, members of which will
be acceptable to the Bank. The members of PVSCowitiprise of representatives
drawn from key facilitating stakeholders includifREA, Ministry of Energy and
Mineral Development, PSFU, UECCC, UNBS, Financiattsr (regulated and non
regulated) and business sector. The Committee &l responsible for pre-
gualification of REES to participate in the PVTMAogramme in accordance with
the set criteria. PVSC will be charged with ovenmsggrogress and quality issues in
the solar sector and disciplinary actions for REE& do not comply with agreed
guality standards. Annual subsidy agreements wikigned between REA and REES
and will be reviewed annually based on performahogh technical quality of PV
products and after sale services and numbers ah$t&llations against set targets.

The REES will be required to employ trained andegigmced solar technicians who
will be required to install PV systems and providee education and after sales
services. REES, who are pre-qualified by REA anslwed in PV installation and
after-sale-services, will have to follow specifieegulations and procedures which
include:

i) Use only trained technicians in PV installation.

ii) Follow strictly the approved quality standards.

iii) Install/use only approved quality PV componentsémals in solar PV
systems.

iv) Provide proper end-user training and provide usanual to each PV
household.

V) Provide appropriate warrantees, i.e. 5 years fwlar module, 3 years for
charge controller, 1 year for a battery and 1 yearthe structure of
installation.

Vi) Provide mandatory maintenance visit at least onggear and provide
maintenance report to REA on the basis of whichréi@ined subsidy will
be paid.
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vii)  Submit timely, correct and complete installatiopags to REA.

Once the Installation reports are received, REA w@nd auditors to verify the

installations. For all installations, auditing wilbe mandatory before subsidy
disbursement. Global Positioning System (GPS) w#l used to ascertain the
existence of PV installations and also to locaentreasily. All the PV installations
under the PVTMA will be recorded in GPS by the #mrdi and reported to REA once
an installation has been done. In addition, a tarppeof sticker labeled ‘SYSTEM

VERIFIED’ will be stamped on a fairly static compnt of the system, preferably
charge controller.

Post audit sample spot checks will be conductedrnmng, other things; check the
quality of after-sales-services. The informatiofiemied through quality control visits
will be filled on respective file and at the endtbé year REA will assess the overall
qguality performance ratings of the REES. The qual#rformance of REES will be
one of the bases for renewing the subsidy agredooeitact for next year.

It is anticipated that, once it is established apdrational, REA will work with the
solar association and other stakeholders to enfilvieeCode of Conduct in order to
instill professional discipline and self regulationthe sector. In addition, REA will
explore other avenues of collaborating with theasalssociation in areas of capacity
building for the sector, training, promotion andaa@ness creation.

C) PV testing centre

The experience of the solar market today is thatymne is free to import the solar
products into the country including traders of nedy merchandise. The problem is
compounded with lack of specialized testing sewit@ solar PV (except general
services available at UNBS) and by weak enforcen@omnsequently, substandard or
counterfeit products can find their way into theictsy and end up discouraging the
unsuspecting end-user. To limit this, some formregulation and organization is
necessary.

It is proposed that a PV Test Station (PVTS) bealdsthed based at an
academic/research institution doing solar PV relaetivities. The setting up of such
station could be done in collaboration with the hidg National Bureau of Standards
which is by law charged with development and erdorent of standards in Uganda.
The choice of an academic/research institution élbased on the availability of
required expertise and usage of the station byestsdn their normal laboratory and
academic research activities.

Since PV standards are already in place, REA woltkvwith relevant stakeholders to
formulate the PV Quality Assurance Document to kedufor testing of the PV
products by PVTS. It is anticipated that two typésests will be carried out (i) Pre-
shipment Inspection Test (PIT) for new PV produmtig imported for the first time;
and (i) Random Sampling Test (RST) for each lopanted. Solar PV companies
will only be allowed to import PV equipment if th@pssess Pre-shipment Inspection
Test (PIT) certification for the product. Similarlglealers/suppliers will only be
allowed to sell to customers with RST certificatidn addition, REA will work in
close collaboration with Uganda Revenue Authoritf\RA) to ensure that tax (VAT
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and Import tax) exemptions for solar PV systems applicable to only importers
with PIT certification.

d) After sales services

Installation of PV systems alone is not sufficiemtmake them functional for a longer
period of time; there needs to be reliable andcéffe after-sales services as well. In
addition to warranties for PV components, REES w# required to provide a

guarantee of 1 year (on installation) for PV systeand visit each PV installation for

maintenance at least once a year, starting six saafter installation unless called
earlier for a service visit. On each visit, REES® a@xpected to orient users on
operation and minor maintenance, fill up the maiatee form on site and send the
form to REA. If a client complains to the REES aty dechnical problems, the REES
will have to send its technicians immediately foaimlenance no matter how many
times it is needed. However, when a client is ia Wrong, he will be expected to

cover the cost of maintenance even within guaraogei®d. After one year, REES are
expected to offer clients an annual service cohfaca modest fee, including at least
two service visits if required or one maintenanisit ¥f no complaint is filed.

The REES and PFIs will be expected to maintain @re of complaints and
how/when they are handled, in a format suitableRIBA to track performance of the
SHS and the REES in providing after-sales sensee Sample format in Annex J).
REA will set up a “help desk” to allow clients todge their complaints, provide
proper information on solar and take necessaryp@&tagainst the noncompliance on
the terms and conditions by the REES.

e) User education

Installation of quality PV systems is important féunctioning of the system
efficiently in the long run; however, equally impamt is the user’s involvement in
operation and maintenance of the system. Userdlyisull have the responsibilities
to ensure the smooth functioning of the system lgpgr use and regular
maintenance/cleaning of the system components (epdREES will be required to
make aware and enable the users to perform theeadomivities. Each PV client will
receive a user manual (or at least a pictorial gjiids of usage and simple
maintenance) containing all aspects of operati@hraaintenance as mentioned above.
Users will be instructed to read the instructionnoma carefully and also to act
accordingly. It is also important to inform the tsehat they have to inform
concerned REES (whose contact address and telepmirid have to be provided by
REES on installation) if they have any problem tinaty are unable to solve. Contact
address and telephone of the REA ‘help desk’ vallgiven to them at audit so that
they can send their complaints, provided the RE&Ss dhot listen to their complaints.
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ANNEX A: ELIGIBILITY CRITERIA FOR REES TO PARTICIPA TEIN
PVTMA

To participate in the PVTMA programme as the REES, a company must initially
meet, and continue to meet the following critesabject to modification for rural-
based enterprises):

(a) be a Uganda based company.
(b) have operations that include sales of PV systematfleast two years.

(c) prepare a business plan that demonstrates that:

» the PV systems sold would meet the minimum techsecifications;

» the company'’s operations would be commercially leiab

» the company has satisfactory technical capabilities

* procurement practices are based on good commereictices

» the company has made arrangements to grow its IBY; sa

» the company would abide by adequate consumer piaieplans, including
warranties and adequate after-sales services.

» the company has sufficient rural presence in thpgsed areas of operation (or
plans to establish outlets or agents).

(d) a bank account and access to adequate workingac@piay be waived for rural-
based enterprises).

(e) maintain a system to provide data required forgmiomonitoring. The company
would retain documentation for the full period bétwarranty of each PV module
sold.

() provide the operational and financial informatiequired by REA for evaluation.

(g) abide by a satisfactory competitive code of norms dealing with customers,
employees, and other companies, including:
— providing customers with complete and correct imfation about products,
services and prices ,
— not engaging in actions that might prevent competifrom entering or
operating in particular market areas, and
— not engaging in collusive behavior that may harenlthsiness of competitors

REA through an acceptable due diligence service resiew the business plans and
other information on the companies applying to bEER to determine their

completeness and whether they meet the aboveiarit®ased on the review and
recommendation from REA, PVSC will approve the ipgration of the REES in the

PVTMA Programme. REA will then circulate and publia list of approved REES to
all stakeholders.

SHS PV products eligible for consumer subsidiesProducts eligible for consumer

subsidies as SHS include PV module, battery, cheogéroller, lights, and lanterns
that meet minimum specifications. Subsidies alguya the costs of installation and
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servicing the system for one year. The minimum RMute size would be capable of
providing two to three hours of lighting. Modulesn be combined into arrays to give
more power; for example, two 50 Wp modules can dmalined to givel00 Wp of
power.

Other PV products eligible for consumer subsidies:Institutional systems, for
example PV systems for health clinics, schools hecommunications centers, as
well as other systems which are not for househleldtcity, for example systems for
water pumping or for solar panels in hybrid systéeng., with wind or diesel), would
also be eligible for consumer subsidies.

Technical specifications for SHS and other PV prodets: PV components that
were approved under ERT | will still be eligibler fsubsidies. REA will facilitate
dissemination of information on these products ltestakeholders. This list will be
updated regularly in case of new products approvedSHS, REA has already made
system configuration for eight different sizes aguideline to REES. However, in
case a customer requires a system size outsidgithe configuration, REES will
design the system but shall be required to seekwoence from REA on system
configuration before installation to the client.rRbe institutional systems and other
PV applications, the acceptability of the desigacsfications and components would
be determined on a case by case basis by REA.
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ANNEX B:

PVTMA STAKEHOLDERS AND THEIR ROLE

tion

No | Stakeholder Institution | Key Roles
1. | REA Coordinate and facilitate the PVTMA process. this regard REA will
undertake the activities highlighted below:-
* Prequalify PV companies eligible to participatetia PVTMA
e Tender specific target PV market segments.
* Promote PV consumer credit and subsidies with REdilife Enterprises
« Development of a database of installed PV, to Indicoously updated;
* Facilitate awareness creation
* Review proposals of regulated FIs and approve fleeiicipation
« Approve patrticipation of unregulated MFIs meetin§® criteria
« Contribute to building the technical capacity ofrtigdpating Financial
Institutions to handle solar PV technology, inchgliraining of personnel
* Facilitate Non-solar PV and non-MFI companies tovjte alternative
credit mechanisms for solar
« Promote the “Fee-for-Service” Model for solar enedglivery
« Develop a mechanism for providing consumer subsiitie PV systems
2. | REA Eligible| «  Prepare and implement business plans
Enterprises Solar * Procure and install PV systems and provide postssaérvices to th
consumers.
« Establish rural outlets and local technicians clpabservicing SHS.
« Enter into contracts with PFIs.
May act as channels for the consumer subsidies RB#
3. Private Sectore Provide business development support, includingciap building, to PV
Foundation Uganda  companies, PFls and other participating stakehslder
(PSFU) + Provide output-based subsidies to REES for opemiraj outlets
4. | Uganda Energy Credite Refinance regulated PFIs providing credit for solar
Capitalization Company « In partnership with PFIs, design new loan prodémtsolar.
(UECCC
5. | Participating Financiale Provide consumer credit and savings plans for $olasystems.
Institutions » Provide working capital loans to solar PV companies
« Enter into agreements with REES.
« Market solar PV systems to their clients.
e Act as channels for the consumer subsidies from REgulated PFIs).
6. Microfinance  Supporte Provide lending capital at concessional rate tgildk MFIs participating
Centre (MSC); in the PVTMA.
e Assist in marketing participation in PVTMA to thelient institutions
* Advise REA as to which unregulated MFIs meet MS@lieg criteria (and
therefore are eligible to submit propos:
7. | Corporations/Employeg Avail a means of repayment, through a check offtesys for solar PV
Associations installations offered by soliPV companies to their staff on crec
8. | Energy Service Install PV systems in a defined geographic locatiod charge a monthly fe
Companies (ESC( to consumers for the energy services (Fee for & Model)
9. | Outsourced Auditors Verify installed PV systebefore disbursement of capital and connec
subsidies
10. | UCA/UCSCU Mobilization and strengthening of SACCOs
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ANNEX C:  ELIGIBILITY CRITERIA FOR STAKEHOLDERS

In order for PVTMA to be effective, a number of teria for participation are
necessary. These include criteria for:

1. Solar PV Companies: Criteria elaborated in Annex A.

2. Rural solar PV Dealers: Considerations have beedenta cater for the
small size and financial capability of rural sol@V Dealers, but
maintaining the requirements that guarantee teehstandards and quality
of components.

3. Regulated financial institutions (including MDId)icensed by the Bank of
Uganda and in compliance with their requirements.

4. Micro-finance institutions (MFIs; including SACCO&LOs): Meet the
eligibility criteria applied by the Micro-financeufport Centre (MSC) for
existing institutions to access credit lines, doves:

Legally registered with permanent registration

Minimum of one year in operations.

Minimum of 300 members for primary societies.

Clearly defined area of operation.

Clear ownership & governance structure.

At least two staff with basic knowledge and skifisAccounting
and Microfinance operations [suitable for training]

0 SACCOs should have products for onward lending.

0 No SACCO/MFI Board Member should have loans inase

o Financial performance criteria as provided in tppraisal tool

O 0O O0OO0OO0Oo

5. Customers: The lending criteria to customers avedlset by the respective
PFls.
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ANNEX D: LEGAL INSTRUMENTS FOR PVTMA OPERATIONS

Cooperation between government agencies will caatito exist as in the
current ERTII set up. Accordingly, agreements willly be drawn where
an institution needs to transact with PVTMA - fonstance the
Microfinance Support Centre (MSC) and REA.

Cooperation or partnership between government aggnand private
sector players will require agreements.

Partnerships between private sector players (imdutlGOs and CBOSs)
who form a consortium to implement a PVTMA projestll require
agreements — for instance Memorandum of Understgniaiztween micro-
finance institutions and solar PV product and seryroviders. A sample is
provided in Annex XX..

Partnerships between donors and government andt@rsector partners
engaged in PVTMA will require agreements. Theseramnally provided
by the donor.

PVTMA project transactions between a financialitngbn (e.g. UECCC,
MSC) and an implementing solar PV company or PHI véquire an
agreement.

All subsidy and grant disbursements from REA to payty will require a
contact. Samples subsidy agreement for FIs and R&ESprovided in
Annexes YY and ZZ. respectively.
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ANNEX E: GUIDELINES FOR PARTICIPATING PRIVATE SECT OR
COMPANIES

In this mechanism, private sector companies, inofydrural-based solar PV
suppliers/service providers, will select the areasupply and make a proposal to
REA. The implementation process is as follows:

1. A company interested in undertaking a solar PV pogne identifies
grassroots partners with whom to partner. These imayde local marketing
channels, e.g. NGOs, CBOs and local authorities. ddmpany also identifies
a partnering financial institution with outlets the area. This may be a
SACCO, an MDI or other financial institution wilinto operate a solar PV
loan product and has the financial resources tosao(see Annex C for
eligibility criteria for PFIs).

2. In order for the company to team up effectivelyhaatfinancial institution and
other grassroot organizations, the company needsrtmnstrate:

a. Legitimate existence as a licensed trading andsE=oompany.

b. Rural presence or plans to establish such prestincegh agreements
with dealers, agents, franchises or branches.

Support the company offers to its rural outlets agents..
Ability and strategy to market solar PV in the &trgegion.
Market studies done to justify the partnership areh focus.
Willingness to offer system guarantees and seaggeements.
Declaration of quality assurance in workmanship.

@ =~ o a o0

Willingness to sign up a buy-back guarantee fotesys recovered from
defaulters (subject to agreement of terms betwkercompany and the
MFI).

3. The company submits an application of its initiativusing a template
provided by REA for participation in PVTMA. The t@ate requests
information on overall strategy, partners, markgtirproducts, technical
services, logistics/coverage, rural presenceliagiah and after-sales
infrastructure, credit provision and estimated namiif customers (supported
by basic market survey/assessment).

4. The application also estimates the total potent@hsumer subsidies the
company aims to absorb, based on the number détedglients and system
sizes.

5. If the company foresees a need to seek financl@t in the form of a loan,

it will include these details in the applicationrifo to REA, and indicate to
which financial instituton REA should forward a oeemendation, if needed.
(Note: Regulated PFlIs in PVTMA may be able to asesolesale funds from
UECCC for on-lending to companies for working capjt

6. The proposal must include clear capacity builditeng for franchises and/or
branches (especially business management skilishaw the company plans
to strengthen rural outreach.

7. The proposal is reviewed and considered by REA.
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10.

Once the proposal is approved, the company qualtbemake installations
under the PVTMA programme.

Upon satisfactory installation of solar PV systetihe company’s customers
will get subsidy disbursements either through ratpd PFls or from REA in
the case of unregulated PFls..

The company may make an application to PSFU fquuithased grants PSFU
to facilitate establishment of rural presence iw rageas. The company may
also apply to PSFU for training of techniciansstpport development of rural
outlets.
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ANNEX F:  GUIDELINES FOR PARTICIPATING FINANCIAL
INSTITUTIONS (PFIS)

There will be two categories of MFI financial intstions (FIs) that can qualify to
participate in PVTMA:

i) Regulated institutions licensed by the Bank of UWtgaand complying with its
regulations.

i) Unregulated microfinance institutions (such as SAGSYE that meet the
eligibility criteria of MFIthe Microfinance Suppo@entre.

A. Procedure for Participation of Regulated Fls:
1. The Flprepares a detailed proposal to REA indigakigy inputs and outputs.

2. REA reviews the PFI's plans and, if successfuleeninto a subsidy disbursement
agreement with the PFI.

3. REA will disburse the subsidy to the MDIs in accamde with the terms of the
subsidy agreement.

4. If the PFI needs refinancing and satisfies theilendequirements of the UECCC,
the two entities will sign an agreement, which, amother things, commits the
PFI to specific milestones.

5. The PFI will enter into an installation and servisgreement with the selected
solar PV company(ies)/dealer(s). The agreemeihspaicify payment terms.

6. If the PFI needs grants for capacity buildinganh@apply to PSFU.

B. Procedure for Participation of MFIMFIs:

1. MSC will select a range of MFIMFIs it believes wdufualify to borrow
under its lending criteria for existing MFIs. Upapplication of MFIs that are
not currently MSC clients, MSC will conduct dueigiénce to ascertain
whether they meet the criteria.

2. MSC will convene a mini-workshop in conjunction WIREA, to popularise
the solar loan product among these selected MFIMREA, UECCC, PSFU
and the Micro-Finance Support Centre will jointlytgogether a package to
popularize the dissemination of solar PV systenmuigh the MFIMFIs.

3. Interested MFIMFIs undertake independent basielirpinary market studies,
establish interest in specific target markets segsne

4. The MFI writes a 2-3 page concept note to REA/MJ®G. simplify this
process, REA/MSC will provide a template which Mgl will fill, including:

a. the methodology of financing the consumers;

b. consumer system requirements (i.e, sizes of systeeagiired,
repayment terms, etc);

c. estimate of likely consumer demand for each typgystem.
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. It will be mandatory for the MFI to select rurall®aoPV dealers who have
been registered under PVTMA to partner with. If theslers in the area are
not registered, they will be required to seek stedistration. The local solar
PV dealers must also demonstrate firm arrangemfentsolar PV supplies

with importers, and the MFI must provide evidentesisatisfied with the

arrangements. (Since the technical and financiphd#y of these dealers is
low, they will qualify for consideration for supgothrough PSFU once
registered.)

. If the proposals are acceptable to REA and MSC, R#&A enter into a
subsidy agreement with the solar dealer and ndigyMFI of the approval of
the dealer and the MFI's participation.

. In case the MFI needs additional loan capitalarn apply to MSC for a credit
line MFI for the purpose of implementing the sd?af loan product.

. The MFI may apply for support from REA for awarenesd marketing as
well as technical capacity building to better hansthlar PV loans.
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ANNEX G: GUIDELINES FOR NGOS AND CBOS
1. In order for an NGO or private sector player tolfydéor PVTMA, the
organisation will need to demonstrate the following

a) Strong grassroots loyalty, through statement of memof years of
operation in a region (not less than 3 years)awencommanded on
behalf of the rural affiliates, and cordial relatship with local authorities.

b) Large number of affiliates.

c) Large geographical reach.

d) Financial stability.

e) Willingness to develop the solar PV market.

f) Clear mechanisms of solar PV installations and tiahursements and
recovery.

1. REA will identify potential NGOs in specific regisnREA will also advertise for
NGOs/CBOs interested in playing a role in PVTMA.

2. The criteria for NGOs and CBOs will include:
a) Proof of rural outreach (in terms of location amagraphical coverage).

b) Significant number of current clients — not lesanth5,000 individual
beneficiaries of NGO /CBO services.

c) Existing market outreach programmes on other prisduc

d) Proof of core funding support or budgetary allawasi guaranteeing NGOs
/CBOs going concern status.

e) Proof of sound financial management and accourgnagtices — audited
accounts and reports to donors.

f) Willingness to partner with rural solar PV dealarsl rural microfinance
institutions.

g) NGO /CBO must have been in existence for a mininofiniree (3) years
of active grassroots activity and be currently \act{not simply 3 years
since registration).

3. REA team undertakes sensitisation of NGOs /CBO&hersolar PV sector

4. If an NGO/CBO shows interest, NGO/CBO is enabledindertake independent
basic / preliminary market study, through a gramdnf REA or technical
assistance by REA.

5. NGO/CBO demonstrates firm interest in servicing tdrget market by presenting
a 2-3 page concept note to REA.

6. If the concept is approved by REA, REA refers tppl@ation for vetting by a
participating agent (e.g. Micro-finance Support €enan MDI or consultant)
with whom REA will enter into agreement for suclvaee.

7. The agent uses its grassroots officers to vet tB®NMKBO and its plans. Once
recommended by the agent, and if required, REA dods the NGO/CBO
application to PSFU for consideration for marketelepment support.
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8. If grant is approved, the NGO/CBO undertakes maskesitization and draws up
structures for serving that segment of the markegertakes detailed market
study based on its sensitization campaign; during process company clearly
identifies its strategies for converting potent dewh into effective demand and
the rural solar PV Dealers involved. Local solar P¥alers must demonstrate
firm arrangements for solar PV supplies with impestand the NGO/CBO must
provide evidence it is satisfied with the arrangetse

9. NGO/CBO prepares detailed proposal to REA indicaltry inputs and outputs
and requesting subsidy funds for consumers

10.REA makes a full review of the NGO/CBO plans, assssts subsidy proposals
against the set criteria and, if successful, REA approve its participation in
PVTMA

11.The NGO/CBO will be expected to use one or a coatlon or the following
consumer finance modes:

a) If the NGO/CBO is a value chain institution whigtceives produce from
farmers and makes remittances to the farmers fmilyme sales, a check
off systems can be implemented where a solar P\paamg provides the
equipment and is paid by the NGO/CBO based on eedgschedule.

b) If the NGO/CBO is simply involved in capacity buid, it may team up
with aPFI, which can handle the consumer finant¢hrgugh its loan and
savings products.

If there are no MFIs in the region and the NGO/C88o does not control farmer
incomes, it is unlikely that the application wik lapproved by REA
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ANNEX H: GUIDELINES FOR CORPORATE ORGANISATIONS

This model will only work with companies with socrasponsibility to its employees
or farmer networks.

1.REA will identify potential private companies in esgfic regions with large
numbers of employees or farmer networks and coofrbeneficiary incomes.

2.REA team will undertake sensitization of compamrghe solar PV sector.

3.Interested company establishes firm interest irnvisieg the target market.
Company benefits by bringing an additional serviceits clients, without
incurring additional cost (needs to discuss a Imdicket discount with the solar
PV company, which helps in meeting the administeatosts. In addition, the
foregone interest that a client would have paidaiyng a loan from an Fl is also
factored into the system price and accrues tortipdeimenting company).

4.Company identifies solar PV company with whom tatper for solar PV
systems. The solar PV company must be registerédri® TMA and adhere to
guality standards set.

5.The solar PV company must demonstrate affiliatiotih specific rural solar PV
dealers present in the regions where the compamyatgs. The solar PV
company must prove it has its own agents, franshise branches already
existing in these areas, or plans to open up pecestrere. The solar PV company
must also demonstrate financial capability to foerstocks, or willingness to
access working capital loans under PVTMA structusebject to assessment by
the PFIs.

6. In case the solar PV company has no capacity teigedrade credit, or if the
solar PV company fails to qualify for capital firng by the participating
financial institutions, the partners must preserdoasumer finance MFI as a
partner.

7. Company and its partner solar PV player prepar®iat jproposal to REA
indicating key inputs and outputs and requestingkatang support and grant
funds for consumer and operational subsidies. mpldy this process, REA will
provide a template which the company will fill.

8. REA makes a full review of the joint plans, assesdee subsidy proposals
against the set criteria and if acceptable, REA@ms participation.

9. If the solar PV company requires capital financitigg same joint application is
forwarded to the participating MDI or MFI lending tompanies.

10. Consumer subsidies are disbursed to the non-sdaroporate applicant on a
reimbursement basis, i.e. upon proof that a custamemployer of the company
has received a solar PV system on credit and pagnterve been made for the
system on a check-off basis from crop proceedslans(as the case may be).

11. In this case, the supplying company will have reeéithe full credit payment
from the company, less the outstanding subsidy atnou

12. In the event that a regulated financial institutisra partner in the initiative, the
PFI will become the subsidy agent.
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ANNEXI:  GUIDELINES FOR REA PV TARGET MARKET INITIA  TIVE

1. REA identifies potential target markets basedhenfollowing parameters:
a) Indicative Rural Electrification Master Plan (IREMésed as base criteria.
b) No REES operating in the target area or applyindea®VTMA.
c) Additional criteria that may be applied include:
= Poverty levels are relatively high;
= Physical infrastructure is constrained,
= Harsh living conditions, e.g. weather.

2. Any area that REA specifically targets consequintthis evaluation will be
tendered out.

3. REA team prepares the business case for marketisglar PV companies.

4. REA undertakes sensitization of target market dsting a mini-workshop to share
the concept and business opportunity with ttar$®V sector

5. REA team draws bid documents, including:

a. Fixed prices

b. Several standard solar PV packages

C. PFls in the area already (or eligible to be) seléets partners
d. Strategy/business plan requirement

e. Renegotiation clause

f. Service and maintenance agreement

g. Registration under PVTMA.

6. Companies are invited to submit expression ofr@sie Eol must include details
of which financial institutions they canpartner kviin the region, or what
consumer finance mechanisms they will apply. Asintlude how the company
will verify installed systems and certification de.by working with a CBO or
local authority).

7. Bidding process follows for pre-qualified compamie

8. Bids evaluated and winner recommended to REA fmraval. (Note: proof of
financial resources or qualification for a loana®FI will be a precondition.)

9. Negotiations commenced to fix prices, agree oristmg, quality issues and
operational modalities. If a company does not hadequate capital available to
service the estimated market, the company can dpply grant advance as a loan.
The funds will be disbursed to the company throagfinancial institution as a
performance-based zero interest loan, which willWaved once the company
delivers the outputs agreed. If the company do¢slelover, the loan is repayable
under the agreed terms (market). If the loan isapgroved by the PFI and the
company cannot find alternative funding sources,abmpany losses the bid.

10. Contracts are drawn and company enters target marke
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11.
12.
13.
14.

Company applies for and receives grant for devatppiral outlets.
Company commences installation of solar PV systems.
Company applies for solar PV system subsidies basexitput.

Monitoring follows.
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ANNEX J: TEMPLATES FOR RECORDING CUSTOMER COMPLAINT S

J.1: Template for PFI to Record Customer Complaintsand Technical Follow-up on Solar Systems

Institution:
Location:
‘ SOLAR DEALERS PFI FOLLOW -UP

CLIEN LOAN Reported to|  Technician report” Follow-up® Client status/contact
T OFFICER? | bPle" date

Date | Complaint Date Problem Date DiagnasAction Date | Action Unre- | Unre- | Resolved

s solved | solved

1.
2.
3.
4.
S.
6.
7.
8.
9.
10.
11.

Note: Customer may complain initially to the PHie tocal technician, the supplier, or REA. If #€l learns about the problem initially
from the technician, the first entry would be unthex “Technician” column.

¥ |f Loan Officer has direct contact with clientittentify the nature of the problem.

i’Technicians should be trained to provide at laasdrbal (if not written) report to the PFI (as lad the dealer) after making visits.

“ If needed.
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J.2: Template for REA to Record Customer Complaintsand Technical Follow-up on Solar Systems

Solar Dealer:
\ Report- SOLAR DEALERS REA FOLLOW -UP
CLIEN PFI ed to Technician report? Follow-up? Client status/contact
T supplier date
Date | Complaint (date) Date Diagnosi Action Date | Action Unre- Unre- Resolved
s solved | solved
1.
2.
3.
4,
5.
6.
7.
8.
9.
10.
11.

Note: A separate form should be used for each sielaler.

¥ Dealers should ensure that the technician’s rép@a@mmunicated to REA (as well as to the PRihéf complaint was initiated through
REA.

Y|f needed.
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ANNEX K:  SUBSIDY AGREEMENT FOR REGULATED PFlI

2010

THE REPUBLIC OF UGANDA

RURAL ELECTRIFICATION SUBSIDY DISBURSEMENT

AGREEMENT

BETWEEN

THE GOVERNMENT OF THE REPUBLIC OF UGANDA
REPRESENTED BY THE RURAL ELECTRIFICATION BOARD

AND

XXXXXXXXXFI

IN RELATION TO
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THE DISBURSEMENT OF CONSUMER SUBSIDIES FOR SOLAR
PHOTOVOLTAIC SYSTEMS

THIS AGREEMENT is made on the ....... dayof .......................... 2010

BETWEEN

THE GOVERNMENT OF THE REPUBLIC OF UGANDA, represented by
the RURAL ELECTRIFICATION BOARD of the MINISTRY OF ENERGY
AND MINERAL DEVELOPMENT of P.O Box 7317KAMPALA (hereinafter
referred to as the BOARD”, which expression shall where the context so

admits include its successors in title and assg)nafethe one part,

AND

XXXXXxXFIl, a public limited liability company incorporated ward the
Companies Act Cap 110 of the Laws of Uganda, of MBAX XXXXX,
KAMPALA (hereinafter referred to ashe COMPANY ”, which expression
shall where the context so admits include its ssgmes in title and assignees) of

the other part.

Collectively referred to as “the Parties” and indially as “Party”.

WHEREAS: -

1. The Government of the Republic of Uganda (herféen referred to as
“GOU") is implementing the Energy for Rural TransforioatProgram
Phase ll(hereinafter referred to a€ERT I1”), which is designed to
improve and increase on the provision of energyha rural sector in

Uganda.
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2. The Board is an establishment of GOU that isleémenting some

components of ERT Il, through public and privatetgeparticipation.

3. The GOU has availed to the Board by way of antgranoney for

implementing components of the ERT II.

4. The Board is desirous of utilizing part of grant to provide Consumers
and Eligible Enterprises, with Subsidies for thechase of PV Systems,
which Subsidies are to be channeled through andudied by the
Company on behalf of the Board; in accordance \iligh terms and

subject to the conditions contained hereinafter.

NOW THEREFORE, in consideration of the mutual benefits to bedstiand the
representations and warranties, conditions and igesnerein contained, and intending

to be legally bound hereby, the Parties herebyeagseollows:

1 DEFINITIONS AND INTERPRETATION

1.1 Definitions

Whenever the following terms appear in this Agreetmihey shall have the

meanings stated below:-

“Abandoned” or “Abandonment ” means the voluntary cessation of

implementation of the Project;

“Agreement’ means this Rural Electrification Subsidy Disbumsmt
Agreement together with all Schedules attachedtbedated as of the
date hereof, between the Board and the Compantheasame may be

amended from time to time;
“Board” means the Rural Electrification Board establistneder the

Electricity (Establishment and Management of theaRHlectrification Fund)
Instrument 2001 No. 75;
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“Company” means XXXXXXXXXFI;

“Consumer” means an individual person selected by the Company

access the Credit Facility;

“Credit Facility” means funds that are to be lent to the Consumers an
Eligible Enterprises by the Company;

“Credit Facility Process” means the receipt, evaluation and processing
by the Company of loan applications from Consumensl Eligible
Enterprises for PV Systems.

“GOU” means the Government of the Republic of Uganda,;

“Eligible Enterprise” means a private sector enterprise, operator or

investor that will receive a loan from the Compémorythe Project;

“ERT II” means Energy for Rural Transformation Project Phiase

“Project” means the acquisition and installation of PV 8gss,
financed by the Credit Facility and Subsidy.

“PV Systems” means solar photovoltaic systems.

“PV Vendor” means a private company contracted and selectdteby
Company from the REA list of pre-qualified Suppdieto supply and
install PV Systems to Consumers and Eligible Emieeg

“Subsidy” means the total grant that is to be extended b\Btbard to

Consumers and Eligible Enterprises for the purchasV Systems,

which grant is to be channeled through and dishliosethe Company;
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“Subsidy Disbursement” means a Subsidy disbursed by the Company

in the terms of this Agreement;

“Targeted Market” means a specific group of potential end-users of PV

Systems bound by similar characteristics such amrgehic area,

common employer or social-economic cluster like @perative

society.

“Wp” mean the maximum rated power of the solar mledneasured in

Watts

1.2

Rules of Interpretation

In this Agreement:

(@)

(b)

(©)

(d)

(e)

The headings are for convenience only and sloalbe used in

construing this Agreement;

The singular includes the plural and vice aers

References to clauses and schedules are, sutihes context
otherwise requires, references to clauses and sldsetb, this

Agreement;

Unless otherwise provided herein, whenever cmsent or
approval is required by one Party from the othertyPasuch
consent or approval shall not be unreasonably withtor

delayed;

In carrying out its obligations and duties enthis Agreement,

each Party shall have an implied obligation of gfath; and
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(f)

‘Year means a calendar year or a financiatamting year,;

‘month’ means a calendar month; ‘day’ means a cileday”

PROJECT OBJECTIVES

2.1

2.2

The main objective of the Project is to incee#lse use of PV
Systems to enhance household activities and ratatgrises in a

Targeted Market.

The specific objectives of the Project are to:

2.2.1 improve the affordability of the PV System frpviding
a Credit Facility and Subsidies to Consumers aigl i

Enterprises;

2.2.2 increase awareness of the PV System anceiisfits to

potential end-users;

2.2.3 improve access and availability of the PVt&ysto rural

areas by targeting specific markets; and

2.2.4 reduce the PV system costs and transactists tarough
bulk installation of the PV System in a Targetedkéa

OBLIGATIONS OF THE BOARD

The Board has the obligation of doing the follogrin

3.1

3.2

providing and transferring to the Company thbsidy for the

Project;

providing technical assistance and guidant¢egdompany on

basic technical aspects of the PV Systems;
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3.3

3.4

3.5

3.6

3.7

3.8

furnishing the Company with PV System configiora
guidelines against which the PV Vendors shall qieSystem

prices;

approving the PV System prices furnished tadQbmpany by the
PV Vendors;

facilitate public awareness in Targeted Marketscted by the

Company;

verify to ensure installed PV systems meebnatistandards;

monitoring the implementation and reviewing pleeformance of

the Project; and

designating a representative of the Board, wiidoe the point

of contact on matters pertaining to the Project.

OBLIGATIONS OF THE COMPANY

The Company has the obligation of doing the follogw

4.1

4.2

4.3

establishing and managing the Credit Facilitgl ahe Credit

Facility Process;

furnishing the Board with the approved list@bnsumers and
Eligible Enterprises, their respective PV Systemguirements
and Subsidy requests and furnishing the Board witth other

information as may be required in terms of thiseegnent;

receiving and disbursing the Subsidy providenden this

Agreement;
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4.4

4.5

4.6

4.7

4.8

4.9

4.10

411

4.12

4.13

verifying and ensuring that the Subsidy paysemre disbursed

to the Consumers after installation of the PV syste

selecting PV Vendors;

furnishing PV Vendors with PV System configioatguidelines

issued by the Board;

obtaining PV System prices from PV Vendors aobmitting

them to the Board for approval,

conducting marketing programs for the Targétedket, so as to

promote the demand for PV Systems;

furnishing the Board with an acknowledgementeaieipt of the
Subsidy by Consumers and Eligible Enterprises, @ofpof

disbursement of the Subsidy by the Company;

verifying and ensuring that the PV Systemsrieeive Subsidies

are installed;

ensuring PV Vendors provide training andquiat manuals to
Consumers and Eligible Enterprises, which descrijzsic
maintenance operations for their PV Systems, akasehe “do’s

and don’ts” related to the systems;
ensuring PV Vendors put in place mechanismsprvide
maintenance and after sales service for PV Systestalled to

Consumers and Eligible Enterprises;

designating a representative of the Comparg will be the

point of contact on matters pertaining to the Ripje
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4.14 submit quarterly reports to the Board by theth day of the
month following the end of each quarter, detailihg Subsidies
disbursed to Consumers and Eligible Enterpriseslamgrogress

on implementation of the Project; and

4.15 ensuring that the Subsidy is solely used lier Rroject and to
indemnify the Board in the event of the Subsidyngeiised for

other purposes other than for the Project.

5 TERM OF THE AGREEMENT

The Agreement shall be effective from the date ighature by both
Parties and it will be valid until the 3Hay of December 2011. The period
of validity of this Agreement maybe modified withet written consent of

both parties.

6 THE SUBSIDY, SUBSIDY DISBURSEMENTS AND
MANAGEMENT

6.1 The Subsidy shall be in an amount not exceedlinited States
Dollars Fifty thousand only (US$50,000).

6.2 Subsidy applications and disbursements by thegany shall be
made in accordance with the mechanism laid dowreuSdhedule

One.

6.3 The representatives of the Board and the Coynpmhesignated
pursuant to clauses 3.8 and 4.13 respectively sloaltly be

responsible focoordinatingthe activitiesof this Agreement.
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6.4 The representatives of the Board and the Coynphall meet on a

quarterly basis to evaluate the progress of impfgai®n of the

Project.

7 INSPECTION AND INFORMATION

7.1

The Parties record that the Board is at alsgmable times

entitled to:-

7.1.1 inspect all of the Company’s accounts, rezamd other
documentation related to this Agreement or the

Company’s obligations under this Agreement;

7.1.2 inspect the activities and operations of @aempany

concerning the Project;

7.1.3 require such information from the Companynes/ be
necessary to ensure that the provisions of thisé&ment

are being complied with; and

7.1.4 a financial audit of the utilization of thelssidy will be

conducted by the Board or its duly authorized agent

8 NOTICES

8.1

All notices or other communications requiredgpermitted under
the terms of this Agreement shall (unless othenpise/ided by
this Agreement) be in English and in writing, shHagl addressed
for the attention of the persons indicated belowd ahall be
sufficiently served if delivered personally or sdiyt courier or

facsimile and receipt whereof is duly acknowledded the
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persons indicated below. The addresses of theeBaatid their

respective facsimile numbers shall be:

If to theBoard:

The Executive Director
Rural Electrification Agency
P.O. Box 7317

Kampala, Uganda

Tel: 256- 31-2264096
Fax: 256-41-4346013

If to the Company:

The Chief Executive Officer
XHXXXXXXXXFI
P.O BOX XXXXXX,

Kampala, Uganda

Tel: XXxXxXX,

Fax: xxxxxx,

8.2 Any Party may by notice change the addressieadde and/or
facsimile number to which such notices and commatioos to it

are to be delivered or mailed

8.3 Any such notice shall be deemed (in the absehgeoof to the
contrary) to have been received and given, in &se of delivery
by hand, at the time of delivery, in the case @istered post,
twenty one (21) days after posting it and, in thsecof telex or

facsimile, on the completion of transmission.

RESOLUTION OF DISPUTES
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9.1 In the event that there arises between thdeBaany dispute,
controversy or claim arising out of or relatingthis Agreement
or the breach, termination or validity thereof @ispute”), the
Party wishing to declare a dispute shall deliveth® other Party

a notice identifying the disputed issue.

9.2 Within 30 days of delivery of a notice of a pise, the Parties
shall attempt in good faith to settle such Dispoyediscussions
among representatives of the Parties, each of wdialh possess
the appropriate decision-making authority. Inévent that such
individuals are unable to reach agreement withid&g@s, or such
longer period as they may agree, then either ofPthigies may

refer the matter to arbitration pursuant to cla@Se

9.3 In the event that the Parties are unable tolwesany dispute

pursuant to clause 9.2, then the Parties agrealaw$:

9.3.1 the dispute shall be finally settled by adion in
accordance with the Arbitration and Conciliationt A&ap
4 Laws of Uganda. Such dispute shall be submitted t
arbitration at the request of any Party upon writtetice
to that effect to the other Party in accordanceh wiiis
Act;

9.3.2 any arbitration conducted pursuant to cl@u3e shall be

conducted in Kampala; and

9.3.3 the language at any arbitration under thissAment shall

be English.

10 TERMINATION
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10.1

10.2

10.3

Each of the following events shall be evehtt give a Party a

right to terminate this Agreement:-

10.1.1 the initiation of winding-up proceedingsthg Company
or the Company becoming bankrupt or going into
liquidation other than for the purposes of recangton

or amalgamation;

10.1.2 an Abandonment by the Company;

10.1.3 misappropriation of the Subsidy and/or tlse of the
Subsidy for other matters not related to the Ptapad a
failure by the Company to refund the misappropdate
funds within a period of thirty (30) days; and

10.1.4 any material breach by the Company of anyernah
provision of this Agreement (other than is ideetifiin
10.1.1 through 10.1.4) that is not remedied wiBndays
after written notice from the Board identifying agiving

details of the breach by the Company.

Upon the occurrence of any of the events getnoclause 10.1,
that is not cured within the applicable periodafify) for cure, the
Company or the Board may, initiate termination dfist
Agreement by delivering a notice (“Notice of Interto

Terminate”) of its intention to terminate this Agreent to the
defaulting Party. The Notice of Intent to Terminateall specify
in reasonable detail the event giving rise to tloéidé of Intent to

Terminate.

Following the delivery of the Notice of Intetd Terminate,
except for the events set out in clause 10.1 foichvimo cure

period shall be available, the Party in default ncaptinue to
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10.5

10.6

10.4

undertake efforts to cure the default for a peridd30 days
commencing on the delivery date of such notices(arh longer
period as the Parties mutually may agree), antiefdefault is
cured at any time prior to the delivery of a Teration Notice in
accordance with clause 10.4, then the non-defguRarty shall
have no right to terminate this Agreement in respdcsuch
cured default. In addition, no additional cureipershall be
available with respect to any event that has be#ndaated

through the dispute resolution process pursuaciaigse 9.

Upon expiration of the period of cure, if adgscribed in clause
10.1 and unless the Parties shall have otherwissedgr unless
the event giving rise to the Notice of Intent tormeate shall
have been remedied, the Party having given thecBlatf Intent
to Terminate may terminate this Agreement by deiine a
Termination Notice to the other Party, whereupas figreement
shall immediately terminate. If no period of cuseavailable for
the relevant event, the non-defaulting Party maguds a
Termination Notice to the defaulting Party at aimyet on or after
the second day following the delivery of the Notafelntent to

Terminate.

Upon expiration or termination of this Agreemehe Parties shall

have no further obligations hereunder except: tH® Company
shall have an obligation of returning the Subsidyoant that has
not been utilized; (ii) for obligations that arogpeior to such
expiration or termination and (iii)obligations thetpressly survive

such expiration or termination pursuant to thiseegnent.

The exercise of the right of a Party to teaterthis Agreement, as

provided herein, does not preclude such Party fexarcising
other remedies that are provided herein or, areraike available

at law. Remedies are cumulative, and the exerdiserdailure to
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exercise, one or more of them by a Party shallinot or preclude
the exercise of, or constitute a waiver of, otremedies by such

Party.

MISCELLANEOUS PROVISIONS

11.1 Laws governing the Agreement

This Agreement, its meaning and interpretation atfe
relationship between the Parties shall be govebyettie Laws of

the Republic of Uganda.

11.2 Distinct provision
Each of the provisions of this Agreement is sevierabd distinct
from the others. If at any time one or more of éhpeovisions is
or becomes invalid, illegal or unenforceable, thr@maining

provisions shall not in any way be affected or iimgxh

11.3 Modification
Any modification of the terms of this Agreement klanly be

made by written agreement between the Parties.

11.4 Waiver
No waiver by a Party under this Agreement shalleffective,
unless it is in writing and is duly executed by aumthorized

representative of a Party to this Agreement.

The failure by either Party to exercise or any ddby either
Party in exercising a right or remedy provided g tAgreement
or by any law does not constitute a waiver of igatror remedy
or a waiver of other rights or remedies. No singke partial
exercise of a right or remedy provided by this Agnent or by

law prevents the further exercise of the right emedy of
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11.6

11.7

11.8

11.9

another right or remedy. The rights and remediesiged by this
Agreement are cumulative and not exclusive of aghts or

remedies provided by law.

Costs and expenses
Each Party shall pay its own costs and expensesrad by it in
connection with the preparation and completion &fis t

Agreement.

Previous agreements

This Agreement and the Annexes attached heretintameded by the
Parties as the final expression of their agreeroerhe matters
contained herein and is intended also as a comgtetexhaustive
statement of their agreement with respect to th@gestimatter
contained herein and supersedes any previous agnteor

understandings between the Parties.

Relationship of the Parties

This Agreement shall not be interpreted or constragecreating an
association, joint venture, or partnership betwiberParties or to
impose any partnership obligation or liability upamy Party. No Party
shall have any right, power, or authority to ertéo any agreement or
undertaking for, to act on behalf of, to act abean agent or

representative of, or to otherwise bind, any offeatty.

No Third Parties

This Agreement is intended solely for the benefitre Parties
and nothing in this Agreement shall be construedréate any
duty to, standard of care with reference to, or katyility to, or
confer any right of suit or action on any persoha®arty to this

Agreement.

Assignment
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11.10

11.11

This Agreement shall not be assigned by any paitijowt the
prior written consent of the other Party.

Severability

If any term or provision of this Agreement is hblgla court or other
authority of competent jurisdiction to be invaligyid, unenforceable or
against public policy, the rest of this Agreemeiit sigmain in full

force and effect and will in no way be adverselgetied; provided,
however, that the severance of such term or pavidoes not render
the performance of a Party’s material obligationpriacticable or
impossible. The Parties will negotiate in goodHaiiith a view to

replacing any such term or provision.

Further Assurances

If it shall be necessary and proper after the etxec hereof to
execute any additional documents or take furthefomacto
effectuate the intent of this Agreement, the Psréigree to take

such action.
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IN WITNESS WHEREOF the duly authorized representatives of the Parties
hereto have placed their respective hands on tieefidst above written.

Signed for and on behalf of
THE GOVERNMENT OF

THE REPUBLIC OF UGANDA
Represented by tHRURAL
ELECTRIFICATION BOARD

MR. F. A. KABAGAMBE-
KALIISA
CHAIRMAN

In the presence of:

MR. GODFREY R.
TURYAHIKAYO
BOARIESRETARY

THE COMMON SEAL of)
XXXXXXXXXXXX FI
was hereunto affixed)

XXXXXXXXXXXX FI
Titlexxxxxx,

In the presence of:

COMPANY
SECRETARY
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SCHEDULE ONE

THE SUBSIDY APPLICATION AND DISBURSEMENT MECHANISM

Subsidy Applications to the Board

The Company shall make an application to the Bdarda Subsidy

Disbursement.

The application shall be accompanied by a ptmecof the Subsidy
required to meet the anticipated demand for PV eByst from

Consumers and Eligible Enterprises for a periothafe months.

The Board shall review the application and trandfer Subsidy in
installments not exceeding United States Dollarty Ehousand only
(US$50,000) at a time to Company within a periodfiftéen days of
approving the same and shall be replenished on &gltountability of

preceding installments.

The Board shall transfer the subsequent installsneftSubsidy upon
request and when the Company has accounted forpthgious
disbursement and Board has certified that the liagt&®V Systems meet

the relevant Uganda Solar PV Standards.

Provided always that if at the end of the term la§ tAgreement the
Company has not utilized any part of the subsidgt thas been
transferred by the Board to the Company, the Comall refund

and/or return this part of the subsidy to the Board

Subsidy Disbursement to Consumers and Eligiblé&nterprises

The Company shall disburse the Subsidy to Consuaret<ligible Enterprises

on sales under a Credit Facility, including a S@arings Plan for consumers

who wish to pay cash instead of borrowing, with theovision that the

installation shall take place at least six montfieraopening the account; this

will enable cash customers to access the subsidyeif desire, but only by
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going through the Company and waiting at leastrsixiths. The Company shall
maintain records on when the savings plan for SHS witiated, and authorize
installation only when six months have passed haddquired amount has been

saved.

The amount of Subsidy disbursed to the ConsumegEdigible Enterprises shall
be based on the total Wp of the PV Systems instaltel shall be determined
based on existing exchange rate at the time sighm@greement fixed and only

reviewed after six months, as follows:

PV Systems Size (Wp) | Subsidy Amount (Shs)

The Company shall disburse the Subsidy to the Guoasuand Eligible

Enterprise after verification that the PV Systenni&alled. However, for those
Eligible Enterprises that have a satisfactory traekord of at least 25
installations in six months, the Company shall pagtomer amount (price less
subsidy) to the Eligible Enterprise immediatelyeafinstallation and then the
subsidy shall be disbursed upon end-user audit \emidication of the PV

installation. An appropriate amount will be retairte be paid upon evidence of

the mandatory after sale service visit.

Consumers will receive a subsidy on installed PMeays. Solar Home Systems
(SHS) of capacity up to 50W including solar lantemill be eligible for a

subsidy of USD 5.5/Wp provided the household isted more than 100 meters
from a low voltage reticulation network. The sulysfdr solar home systems

shall not exceed 50Wp or an equivalent of USD 275.

Institutional and commercial systems not financed Government or
Development Partners will be eligible for subsidpsvided the facilities are
located more than 100 meters from a low voltageutgtion network. The
subsidy for institutional and commercial system&&D4/Wp for systems of a
capacity up to 500Wp. The subsidy for institutiomald commercial systems

shall not exceed 500Wp or an equivalent of US$20@@titutional and
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commercial systems installed through both cashaedit sale are eligible for
subsidies.

PV Systems that will be installed on houses thataready connected to the
electricity grid system shall not receive the Sdpsi

Consumers and Eligible Enterprise that already haVeSystems that were
purchased without the Subsidy and would like toradg the Solar Systems can
receive the Subsidy to upgrade the Solar Systems.Solar System shall be

considered as a new purchase.

Consumers and Eligible Enterprise that have PVe®ystless than 50Wp and
500Wp respectively that previously benefited frohe tSubsidy and like to
upgrade the PV Systems can receive additional 8ub$he total Subsidy for
the previous PV System and the upgrade shall no¢esk that of 50Wp and
500Wp.
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ANNEX L: SUBSIDY AGREEMENT FOR REES

201_

THE REPUBLIC OF UGANDA

RURAL ELECTRIFICATION SUBSIDY AGREEMENT

BETWEEN

THE GOVERNMENT OF THE REPUBLIC OF UGANDA
REPRESENTED BY THE RURAL ELECTRIFICATION BOARD

AND

.......... NAME OF REES)

IN RELATION TO

THE DISBURSEMENT OF CONSUMER SUBSIDIES FOR SOLAR
PHOTOVOLTAIC SYSTEMS
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THIS AGREEMENT is made on the ....... dayof .......................... 2010

BETWEEN

1)

()

THE GOVERNMENT OF THE REPUBLIC OF UGANDA,
represented by th@RURAL ELECTRIFICATION BOARD of the
MINISTRY OF ENERGY AND MINERAL DEVELOPMENT of P.O
Box 7317,KAMPALA (hereinafter referred to athe BOARD”, which
expression shall where the context so admits irclitsl successors in

title and assignees).

.......... (NAME OF REES), a limited liability company incorporated
under the Companies Act Cap 110 of the Laws of dgaof P.O Box
..... , City/Town (hereinafter referred to athe SOLAR COMPANY ”,
which expression shall where the context so admmtdude its

successors in title and assignees).

Collectively referred to as “the Parties” and indially as “a Party”.

WHEREAS: -

1.

The Government of the Republic of Uganda (herféen referred to as
“GOU") is implementing the Energy for Rural TransforioatProgram
Phase ll(hereinafter referred to a€ERT I1”), which is designed to
improve and increase on the provision of energyha rural sector in

Uganda.

The Board is an establishment of GOU that isleémenting some
components of ERT Il, through public and privatetgeparticipation.

The GOU has availed to the Board by way of antgranoney for

implementing components of the ERT II.
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The Board is desirous of utilizing part of ti@nt to provide Targeted
Consumers with Subsidies for the purchase of S8ystems from the

Solar Company.

The Parties wish to enter into an agreemenéspeact of the matter set
out in clause 4 above, on the terms aniject to the conditions contained

hereinafter

NOW THEREFORE, in consideration of the mutual benefits to bedstiand the

representations and warranties, conditions and igesnmerein contained, and intending

to be legally bound, the Parties hereby agreelmss

2

DEFINITIONS AND INTERPRETATION

1.1 Definitions

Whenever the following terms appear in this Agreeinihey shall have the

meanings stated below:-

“Abandoned” or “Abandonment ” means the voluntary cessation of

implementation of the Project;

“Agreement’ means this Rural Electrification Subsidy Agreemen
together with all Schedules attached hereto, dasedf the date hereof,
between the Board and the Solar Company, as the say be amended

from time to time;
“Board” means the Rural Electrification Board establistneder the

Electricity (Establishment and Management of theaRHlectrification Fund)
Instrument 2001 No. 75;

“Credit Facility” means funds that are mobilised by the FI for legdin
to Targeted Consumers for the purchase of SoladeBys
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“Credit Facility Process” means the receipt, evaluation and processing
by the FI of loan applications from Targeted Constsnfor Solar
Systems;

“ERT II” means Energy for Rural Transformation Project;

“Financial Institution” (FI) means Financial Institutions, regulated or

non regulated providing Credit Facility to Target@onsumers.

“GOU” means the Government of the Republic of Uganda,;

“Project” means the acquisition and installation of Solgst&ms,

financed by the Credit Facility and Subsidy;

“REA” means Rural Electrification Agency;

“Solar Company” means (Name of REES) a private company
contracted and selected by the FI from the REA @t list to supply
and install Solar Systems to Targeted Consumers;

“Solar Systems”means solar photovoltaic systems.

“Subsidy” means the total grant that is to be extended byBitard to

Targeted Consumers for the purchase of Solar Sgstehich Subsidy is

to be paid by the Board directly to the Solar Compa

“Subsidy Disbursement” means a Subsidy disbursed by the Solar

Company in the terms of this Agreement;

“Targeted Consumers” means an individual persons selected by the FI

to access the Credit Facility;
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“Targeted Market” means a specific group of potential end-users of
Solar Systems bound by similar characteristicsh sitscgeographic area,
common employer or social-economic cluster likeoaperative society;

and

“Wp” means the maximum rated power of the solar made@sured in
Watts.

1.2  Rules of Interpretation

In this Agreement:

(a) The headings are for convenience only and sloalbe used in

construing this Agreement;

(b) The singular includes the plural and vice sers

(c) References to clauses and schedules are, suties context
otherwise requires, references to clauses and sldsetb, this
Agreement;

(d) Unless otherwise provided herein, whenever casent or
approval is required by one Party from the othertyPasuch
consent or approval shall not be unreasonably withior

delayed;

(e) In carrying out its obligations and duties enthis Agreement,

each Party shall have an implied obligation of gtaoth; and

)] ‘Year means a calendar year or a financiatamting year,;

‘month’ means a calendar month; ‘day’ means a cieday”

PROJECT OBJECTIVES
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2.1  The main objective of the Project is to inceetiee use of Solar
Systems, to improve the well being of households emhance

rural enterprises in a Targeted Market.

2.2  The specific objectives of the Project are to:

2.2.1 improve the affordability of Solar Systemsotigh the
provision of Credit Facility and Subsidies to Tasgk

Consumers;

2.2.2 increase awareness of the Solar System aibdriefits to

Targeted Consumers;

2.2.3 improve access and availability of the S8gstem to
rural areas by targeting specific markets; and

2.2.4 reduce the Solar System costs and transauigin
through bulk installation of the Solar System in a

Targeted Market.
3 OBLIGATIONS OF THE BOARD
The Board has the obligation of doing the follogein
3.1 providing and transferring to the Solar Company $tadésidy for
the Project, upon written request and confirmatbmstallation
of the Solar Systems by the Solar Company subject t

verification of the Solar Systems by the Boardtgsikated under

clause 3.5;
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3.2  providing technical assistance and guidance toRhen the
technical aspects of Solar Systems including S@gstem

configuration;

3.3 facilitating awareness and consumer education é Ttargeted
Market;

3.4  providing technical assistance and training on daspects of

Solar System to the FlI;

3.5 verify to ensure installed Solar Systems meet natistandards;

3.6  designing standard documentation for easy repodingstalled

Solar Systems;

3.7  monitoring the implementation and reviewing thefpenance of

the Project; and

3.8 designating a representative of the Board, who béllthe point

of contact on matters pertaining to the Project.

CONDITION PRECEDENT

The execution of an agreement between the FI am&dtar Company

relating to XXXXXXXXX

OBLIGATIONS OF THE SOLAR COMPANY

The Solar Company has the obligation of doing thieding:-

5.1 providing Solar System prices in line with Sol8ystem

configuration guidelines issued by REA;
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5.2

5.3

5.4

5.5

5.6

5.7

5.8

supplying and installing Solar Systems to Teage&onsumers as

per their requirements;

providing end-user training on the operatiod araintenance of
the Solar System and simplified user's manualualioe Solar

System,;

preparing and submitting installationaep to the Fl and REA;

providing a one (1) year warranty for the $dkystems and
securing an extension of the manufacturer’s wayramt solar
panels for 5 years and the warranty for the chexgalators for 3

years;

providing after sales services to Targeted Goess;

to de-install, refurbish and re-install the &dbystem to a new
consumer in the event of the Targeted Consumerauliein
repayments or getting connected to the grid andlamger

needing the Solar System; and

designating a representative of the Solar Cospnpaho will be

the point of contact on matters pertaining to thgeet

TERM OF THE AGREEMENT

The Agreement shall be effective upon approval gy Board of the

Agreement between the Fl and the Solar Companyitami! be valid

until the Oate/month/yegr The period of validity of this Agreement

maybe modified with the written consent of bothtjess:
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THE SUBSIDY, SUBSIDY DISBURSEMENTS AND

MANAGEMENT

7.1 The Subsidy shall be in an amount of Uganddirgjs (Subsidy

7.2

7.3

7.4

7.5

7.6

7.7

7.8

Amounj.

The Subsidy shall be paid directly to the Sdampany for the
installed Solar Systems, after verification tha Bolar Systems are
installed and meet solar standards issued by thendsg National

Bureau of Standards.

The amount of Subsidy to be disbursed to thiarSoompany is
based on the total Wp of the Solar Systems installae amount of
the Subsidy for the various sizes (Wp) of Solart&ys is stated in
Schedule One.

The Subsidy per household is limited to Solgst&ns of 50Wp and
below. Target Consumers that install Solar Systaimsve 50Wp
shall only receive the Subsidy of a Solar Systers0MW/p.

The Subsidy shall be given for Solar Systerasdhe purchased
through the Credit Facility.

Solar Systems that will be installed on houtest are already

connected to the electricity grid system, shallneceive the Subsidy.

Targeted Consumers that already have Solarei@gsthat were
purchased without the Subsidy and would like toragg the Solar
Systems can receive the Subsidy to upgrade the Sgkiems. The

Solar System shall be considered as a new purchase.

Targeted Consumers that have Solar SystemsHass50Wp that
previously benefited from the Subsidy and like pgade the Solar
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Systems, can receive additional Subsidy. The Btddsidy for the
previous Solar System and the upgrade shall na&eskthat of 50Wp.

7.9 The representatives of the Board and the Sdanpany designated
pursuant to clauses 3.8, and 5.8 respectively,| gbaitly be

responsible focoordinatingthe activitiesof this Agreement.

7.10 The representatives of the Board and the Sidanpany shall meet
on a quarterly basis to evaluate the progress pleimentation of the

Project.

8 INSPECTION AND INFORMATION

8.1 The Parties record that the Board is at alsgmable times

entitled to:-

8.1.1 inspect all of the Solar Company’s accourgsprds and
other documentation related to this Agreement @& th

Solar Company’s obligations under this Agreement;

8.1.2 inspect the activities and operations ofShkar Company

concerning the Project;

8.1.3 require such information concerning the Ritofeom the
Solar Company; as may be necessary to ensurelibat t
provisions of this Agreement are being compliedhyit

and

8.1.4 a financial audit of the utilization of theit&idy will be

conducted by the Board or its duly authorized agent

9 NOTICES
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9.1

9.2

All notices or other communications requiredpermitted under
the terms of this Agreement shall (unless othenpisided by
this Agreement) be in English and in writing, sHadl addressed
for the attention of the persons indicated belowd ahall be

sufficiently served if delivered personally or sdayt courier or
facsimile and receipt whereof is duly acknowledded the

persons indicated below. The addresses of theeBaatid their

respective facsimile numbers shall be:

If to theBoard:

The Executive Director
Rural Electrification Agency
P.O. Box 7317

Kampala, Uganda

Tel:  256- 31-2264096
Fax: 256-41-4346013

If to the Solar Company.

The Managing Director

City/Town, Uganda

Tel: oo,
Fax: ..oooooviiiiil

Any Party may by notice change the addressieadde and/or
facsimile number to which such notices and commatioas to it

are to be delivered or mailed
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9.3 Any such notice shall be deemed (in the absehgeoof to the
contrary) to have been received and given, in #se ©f delivery
by hand, at the time of delivery, in the case dfistered post,
twenty one (21) days after posting it and, in thsecof telex or

facsimile, on the completion of transmission.

10 RESOLUTION OF DISPUTES

10.1 In the event that there arises between th&eRaany dispute,
controversy or claim arising out of or relatingthis Agreement
or the breach, termination or validity thereof @ispute”), the
Party wishing to declare a dispute shall delivethi® other Party

a notice identifying the disputed issue.

10.2 Within 30 days of delivery of a notice of aspute, the Parties
shall attempt in good faith to settle such Dispoyediscussions
among representatives of the Parties, each of watat possess
the appropriate decision-making authority. Inévent that such
individuals are unable to reach agreement withid®g@s, or such
longer period as they may agree, then either ofPthigies may

refer the matter to arbitration pursuant to clal38.

10.3 In the event that the Parties are unable $olve any dispute

pursuant to clause 10.2, then the Parties agredl@ass:

10.3.1 the dispute shall be finally settled by tabion in
accordance with the Arbitration and Conciliationt A&ap
4 Laws of Uganda. Such dispute shall be submitted t
arbitration at the request of any Party upon writtetice
to that effect to the other Party in accordanceh wiiis
Act;
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10.3.2 any arbitration conducted pursuant to cldi8.1 shall

be conducted in Kampala; and

10.3.3 the language at any arbitration under tigge@ment shall

be English.

11 TERMINATION

11.1

11.2

Each of the following events shall be evehtt give a Party a

right to terminate this Agreement:-

11.1.1 the initiation of winding-up proceedings by Solar

Company or the Solar Company becoming bankrupt or
going into liquidation other than for the purposefs

reconstruction or amalgamation;

11.1.2 an Abandonment by the Solar Company;

11.1.3 misappropriation of the Subsidy and/or tlse of the

Subsidy for other matters not related to the Ptajad a
failure by the Solar Company to refund the
misappropriated funds within a period of thirty Y2lays;
and

11.1.4 any material breach by the Solar Companyany

material provision of this Agreement (other than is
identified in 11.1.1 through 11.1.4) that is nomedied
within 30 days after written notice from the Board
identifying and giving details of the breach by tRelar

Company.

Upon the occurrence of any of the events getnoclause 11.1,
that is not cured within the applicable periodafify) for cure, the
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11.3

114

Solar Company or the Board may, initiate termimataf this
Agreement by delivering a notice (“Notice of Interto
Terminate”) of its intention to terminate this Agreent to the
defaulting Party. The Notice of Intent to Terminatell specify
in reasonable detail the event giving rise to tloéidé of Intent to

Terminate.

Following the delivery of the Notice of Intetd Terminate,
except for the events set out in clause 11.1 foickvimo cure
period shall be available, the Party in default ncaytinue to
undertake efforts to cure the default for a peradd30 days
commencing on the delivery date of such notices(arh longer
period as the Parties mutually may agree), antefdefault is
cured at any time prior to the delivery of a Teratian Notice in
accordance with clause 11.4, then the non-defguRarty shall
have no right to terminate this Agreement in resp#csuch
cured default. In addition, no additional cure pdrishall be
available with respect to any event that has be#ndaated

through the dispute resolution process pursuaciaigse 10.

Upon expiration of the period of cure, if adgscribed in clause
11.1 and unless the Parties shall have otherwissedgr unless
the event giving rise to the Notice of Intent torm@ate shall
have been remedied, the Party having given thecBlatf Intent
to Terminate may terminate this Agreement by deinge a
Termination Notice to the other Party, whereupas figreement
shall immediately terminate. If no period of cuseaivailable for
the relevant event, the non-defaulting Party maguas a
Termination Notice to the defaulting Party at aimyet on or after
the second day following the delivery of the Notafelntent to

Terminate.
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11.6

12

Upon expiration or termination of this Agreemehe Parties shall
have no further obligations hereunder except: -tii@ Solar
Company shall have an obligation of returning thessdy amount
that has not been utilized; (ii) for obligationsatharose prior to
such expiration or termination and (iii)obligatiotizat expressly

survive such expiration or termination pursuarthise Agreement.

The exercise of the right of a Party to teaterthis Agreement, as
provided herein, does not preclude such Party feoarcising
other remedies that are provided herein or, areraotlse available
at law. Remedies are cumulative, and the exerdiser dailure to
exercise, one or more of them by a Party shallimot or preclude
the exercise of, or constitute a waiver of, otremedies by such

Party.

MISCELLANEOUS PROVISIONS

12.1 Laws governing the Agreement

This Agreement, its meaning and interpretation atme
relationship between the Parties shall be govebyettie Laws of

the Republic of Uganda.

12.2 Distinct provision
Each of the provisions of this Agreement is sevierabnd distinct
from the others. If at any time one or more of éhprovisions is
or becomes invalid, illegal or unenforceable, tl@maining

provisions shall not in any way be affected or imgxh
12.3 Modification

Any modification of the terms of this Agreement klanly be

made by written agreement between the Parties.
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12.4 Waiver

12.5

12.6

12.7

No waiver by a Party under this Agreement shalleffective,
unless it is in writing and is duly executed by aumhorized

representative of a Party to this Agreement.

The failure by either Party to exercise or any ydbg either
Party in exercising a right or remedy provided lg tAgreement
or by any law does not constitute a waiver of igatror remedy
or a waiver of other rights or remedies. No singlepartial
exercise of a right or remedy provided by this Agnent or by
law prevents the further exercise of the right emedy of
another right or remedy. The rights and remediesiged by this
Agreement are cumulative and not exclusive of aghts or

remedies provided by law.

Costs and expenses
Each Party shall pay its own costs and expensesrad by it in
connection with the preparation and completion difis t

Agreement.

Previous agreements

This Agreement and the Schedules attached heretotanded by the
Parties as the final expression of their agreemeithe matters
contained herein and is intended also as a comatet@xhaustive
statement of their agreement with respect to th@gestimatter
contained herein and supersedes any previous agnéeor

understandings between the Parties.

Relationship of the Parties

This Agreement shall not be interpreted or constragcreating an
association, joint venture, or partnership betwiberParties or to
impose any partnership obligation or liability upamy Party. No Party

shall have any right, power, or authority to ertéo any agreement or
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12.8

12.9

12.10

12.11

undertaking for, to act on behalf of, to act abean agent or

representative of, or to otherwise bind, any offeatty.

No Third Parties

This Agreement is intended solely for the benefithe Parties
and nothing in this Agreement shall be construedreate any
duty to, standard of care with reference to, or katyility to, or

confer any right of suit or action on any persoha®arty to this

Agreement.

Assignment
This Agreement shall not be assigned by any Paitiyowt the

prior written consent of the other Party.

Severability

If any term or provision of this Agreement is hblgla court or other
authority of competent jurisdiction to be invaliaid, unenforceable or
against public policy, the rest of this Agreemeiit emain in full

force and effect and will in no way be adverselgetied; provided,
however, that the severance of such term or pavidoes not render
the performance of a Party’s material obligatianpriacticable or
impossible. The Parties will negotiate in goodHaiiith a view to

replacing any such term or provision.

Further Assurances

If it shall be necessary and proper after the etxec hereof to
execute any additional documents or take furthefomacto
effectuate the intent of this Agreement, the Paréigree to take

such action.
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IN WITNESS WHEREOF the duly authorized representatives of the Parties

hereto have placed their respective hands on tieefidst above written.

Signed for and on behalf of
THE GOVERNMENT OF

THE REPUBLIC OF UGANDA
Represented by tHRURAL
ELECTRIFICATION BOARD

F. A. KABAGAMBE-KALIISA
CHAIRMAN
In the presence of:

GODFREY R.
TURYAHIKAYO
BOARIESRETARY

THE COMMON SEAL of)

*kkkkkkhkkhkhkkkkkkkhkk

LIMITED was hereunto affixed)
Signature

Name:

Position:Managing Director

In the presence of: Signature:

Name

Position:
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SCHEDULE ONE

The Subsidy shall be disbursed in Uganda Shillugjag exchange rate fixed for six months
at the beginning and mid of the year. SpecificaBank of Uganda (BOU) prevailing mid
exchange rate applicable on tH8 2anuary shall be fixed at the beginning of ther feasix

months and reviewed on®B0une of the same year to run up to the end of¢he

The amount of Subsidy disbursed to the Targeteds@uoer shall be based on the total Wp of

the Solar Systems installed and shall be determasddllows:

Systems Size (Wp) Subsidy (Shs)
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ANNEX M:  APPLICATION FORMS AND REQUIREMENTS FOR
PARTICIPATION IN PVTMA

A: Kampala-based Dealer

Form No: S1K
APPLICATION TO PARTICIPATE IN THE PVTMA PROGRAMME
Kampala — based REA Eligible Enterprise — Solar PV

Please read the PVTMA Applicants’ Information angidélines thoroughly before filling this
application

INFORMATION PROVIDED IN THIS APPLICATION FORM WILE BREATED INTOTAL CONFIDENCE

For REA office use:

APPLICATION NUMBER: DATE:

1. Company/Organisation Data

Name of company / organisation:

Name of contact person: Title:

Postal address:

Physical address:

Telephones: Fax: E-mail:

Year of registration:

Year when business started (if different from d#teegistration)

Legal status of your company / organisation:

Please attach copies of cover and signature pafjgeuwr organisation’s registration
and proof of authority to sign obligations on behaflthe organisation.
Where the shareholders are companies, pleasenksindividual shareholders of the
companies

Percentage ownership held in Uganda: %  Percentage ownership held Overseas: %

Percentage private equity: %  Percentage public equity: %

Products / services:
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Geographic market targeted (whole country or soisiteicts-specify)

Number of:

Management staff: Skilled employees: Unskilled employees:

Membership of business and professional assocgtion

Name of Association Telephone and Fax

2. Solar sales

For dealers in solar equipment, please provideakalown of the annual sales by category:

Sales in UShs

Descriptiot 2008 2009 2010 2011-es 2C12-es

PV modules

Controllers

Battery

Light fixtures

Switches

Socket ouel

Total sale

| fully understand and agree to the conditions aétin this application form, and in the
PVTMA regulations, applicant eligibility and subgidligibility criteria.

Signed: Date:
On behalf of company / organisation

Signed: Date:
On behalf of REA
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9.

Requirements for Kampala-based REES

A completed Application Form (S1K)

Certificate of Incorporation, Certificate of regeion, Partnership registration or
Business Name registration, whichever is appleabl

Certified copy of Memorandum and Articles of Assdimn,

Company or Organizational Profile — indicate chgdHe nature of business or work
and solar distribution activities and network —reat and planned (location of
business outlets, branches, agents, or franchises.

Trading license and Letter from Local Council coming solar activities being
undertaken by the applicant in the area.

List of products and specifications, list of suppdi, their addresses and copies of valid
certification of their products.

7. List and CVs of key technical staff.
8.

Letter of commitment to provide warranty and aftales service (copies of warranty
forms if already available)
Business plan summary — Form S3K

10.Copy of latest audited accounts
11.Bank reference letter(s) giving an opinion of fingh standing, credit rating

Once short-listed, the applicant will be requiredstubmit its most recent detailed business

plan (see guidelines, Form S2).
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ANNEX M (continued) APPLICATION FORMS AND REQUIREMENTS FOR
PARTICIPATION IN PVTMA

B: Rural based dealer
Form No: S1R
APPLICATION TO PARTICIPATE IN THE PVTMA PROGRAMME
Rural — based REA Eligible Enterprise — Solar PV

Please read the PVTMA Applicants’ Information angidélines thoroughly before filling this
application

INFORMATION PROVIDED IN THIS APPLICATION FORM WILE BREATED INTOTAL CONFIDENCE

For REA office use:

APPLICATION NUMBER: DATE:

1. Company/Organization Data

Name of company / organization:

Name of contact person: Title:

Postal address:

Physical address:

Telephones: Fax: E-mail:

Year of Business registration or Name registration:

Year when solar business or solar activities siafifadifferent from date of registration)
Legal status of your company / organization: Soted€, Registered Company, Partnership,

NGO or any other form:

Products / services:

Geographic market targeted (whole country or soisteicts-specify)
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Existing or planned branches if any:

Number of:
Management staff: Skilled employees: Unskilled employees:
Membership of business and professional assocgtion

Name of Association Telephone and Fax

2. Solar sales

For dealers in solar equipment, please provideeakalown of the annual sales by category:

Sales in UShs

Descriptiot 2008 2009 2010 2011-es 2C12-es

PV module

Controllers

Battery

Light fixtures

Switches

Socket outle

Total sale

| fully understand and agree to the conditions aétin this application form, and in the
PVTMA regulations, applicant eligibility and subgidligibility criteria.

Signed: Date:
On behalf of company / organisation

Signed: Date:
On behalf of REA
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Requirements for Rural-based REES

=

A completed Application Form (S1R)

2. Certificate of Incorporation, Partnership registator Business Name registration,
whichever is applicable

3. Certified copy of Memorandum and Articles of Assimn (if applicable),

4. Company or Organizational Profile — indicate clgaHe nature of business or work
and solar distribution activities and network —reat and planned (location of
business outlets, branches, agents, or franchises.

5. Trading license and Letter from Local Council caming solar activities being
undertaken by the applicant in the area.

6. List of products and specifications, list of suppdi, their addresses and copies of valid
certification of their products.

7. List and CVs of key technical staff.

8. Letter of commitment to provide warranty and afates service (copies of warranty
forms if already available)

9. Copy of latest management/financial accounts

10. Reference letter from a bank or other financiatitnson indicating availability of an

account with the financial institution; or a statarh that the applicant does not

presently have a bank account

Once short-listed, the applicant will be requiregtibmit a business plan summary (Form S3).
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ANNEX N: GUIDELINE FOR BUSINESS PLAN FOR REA ELIGIB LE
ENTERPRISE SOLAR PV

Form No. S2
PV COMPANY BUSINESS PLAN
(a suggested outline)
Company overview

Company name, address, contact details

Brief history, including history in the pv business

Legal form

Ownership structure with names and qualificatioihsiain owners

Present capitalization — shareholders, how muatvisted to date (equity/debt)

Overview of financial performance

Corporate mission

Main management organization chart with names amdifggations of key directors and officers.
Major products, markets, customers and suppliers

Explanation of banking relationships, credit higidinks with assistance agencies

PV business concept

Target pv market

= Describe sources of market data and market researctucted.

= |dentify the target market's location, estimates: $n recent years in value, numbers of
systems, kW; segments - fully commercial housebalds, government and donor related
sales, NGOs - customer profiles (e.g., income ssuand patterns) and needs for each
segment. Also estimate consumer household expeeslitun non-pv competing products and
services, e.g., battery charging and dry cell biae

= Discuss recent pv market trends.

= Estimate market growth between now and 2013.

= |dentify main barriers to pv market development.

Competition

= |dentify present competition in the target pv markeeir main supply sources.

= Estimate recent and current pv sales and marke siidhe main competitors by segments.

= Identify the present strengths and weaknesseswfg@mpany versus the competing
companies in terms of products (design, reliabiligputation), pricing (including any
deferred payment and consumer credit arrangemgmtsyotion, distribution channels, after
sales services.

= |dentify the main opportunities and threats younpany is facing in the pv market

Market development strategy

= Identify the market niches (locations, segmentg)eid by your company.

= Identify your pv product(s), the consumer needsitiniay meet.

= Identify your projected sales in value, units alid lty product and segments.

= |dentify your pricing strategy, showing cost build-by component including duties, taxes
and margins; Compare prices with competitors' pg@nd affordability.

= Identify your sales approach, including incentivadyertising and promotional activities.
Your sales approach may be different for diffesggments, e.g., your sales approach for the
donor market may be different than that for thesconer market.

= Provide details of distribution channels (includaiiances, branch outlets, agents, incentives,
payment terms), locations and after sales senatieypand warranties.

The credit product
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= Describe credits that you offer to customers, yoadit policies and procedures, collection
arrangements.

= Discuss the risks of this product and the risk gmifion strategies of your company.

= Discuss your credit documentation system.

= Discuss the importance of consumer credit to mi#igales in your marketing strategy, recent
credit performance, and strategies for improvingstoner credit performance.

3. Operations

o Describe company's organizational arrangementsvdusiness. List the main staff and their
responsibilities. If new staff are to be addedntig the positions and responsibilities.

o Describe arrangements for sourcing or producinggmaponents, systems design and assembly,
installations, after sales services.

o Describe internal control systems for systems ahesigl technical quality, inventory management,
credits, cash movement.

4. Implementation

a Present the timetable envisioned for preparingdewedloping the pv business over the next year.

o Discuss how you will phase the implementation airymarketing strategy, e.g., provide table
indicating the growth in distribution network byareidentifying the arrangements in each
location (consignment agents, government or sinoiffices, independent agents, company outlets
with own staff, etc).

a List the key five to ten steps (with target datstimated costs) that the company would take by
the end of 2010. These should address identifiezkingsses and capacity improvements to take
advantage of identified opportunities. These canttlide, for instance, completion of audited
accounts 2009 and 2010, conducting market resesechiring commercial credits, securing
investment from x persons or for x amount, addiadf and distribution outlets, investments in
technical capacity upgrading, conducting trainiagssons for marketing and technical staff,
securing assistance from donors, suppliers or stiv@roducing a new sales approach or
techniques, adopting measures to improve intewnatals, major fixed or moveable asset
purchases.

5. Financial projections and financing plan

o Projected investment and operating costs, indigdtireign exchange component, and revenues

a Financing plan — amounts and sources of equity, lother; identify terms and conditions of
financing

o Proposed uses of fresh equity and loan proceeds

a Pro forma projected cash flows, balance sheetsramotne statements

a Profitability and return on investment analysiritlfy critical factors determining profitability

a Liquidity analysis

Annexes (supporting documents, for example)

details of component suppliers and procurementipesc

details of consumer credit arrangements, inclugargple contracts

details of consumer protection arrangements, ifieidetails of technical/financial
information provided to customers, returns poliwgJranties, after-sales service.
details of code of conduct followed with respectomnpetitors.

resumes of main owners, key directors, officers statf

copies of company brochures, profiles

AANRN

ANANEN
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ANNEX O: EXECUTIVE SUMMARY OF COMPANY BUSINESS PLAN

Form No: S3

RURAL ELECTRIFICATION AGENCY — REA
MINISTRY OF ENERGY AND MINERAL DEVELOPMENT

Executive Summary for Company Business Plan

Section A: Identification

1. Company

Name of COMPANY..........ieiii e e
Date of iNCorporation...........coooiiiiiii i s
Contact Address (physical & postal)...........cccooviii i,
Tel

Section B: Market strategy

2. Market

Target districts Target groups in the district
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Sales estimates

Year 201( 2011 2017
Sales UShs——_

Total sales reven!

Of which, PV
related
Systems 2010
Size (Wp)10-19 | 20-29 | 30-29| 50-|70-99| 100 - 150+
69 149
a) Households
b) Institutions
System 2011
Size (Wp | 10-19 | 20-29 |30-29 |50-6S9 |70- |100- | 150+
99 | 149
a) Householc
b) Institutions
Systems 2012
Size (Wp)|10-19 | 20-29 | 30-29| 50-69  70-100-| 150+
99 | 149
a) Households
b) Institution:

3. Market development

a) Promotion (Indicate methods e.g radio, houdesiase etc, approximate percentage of
sales for marketing etc)

b) Distribution (List branches, franchisees, sulleles, agents, physical addresses)
¢) Expansion plans

Inventory (increase in Ug.Shs)

Geographical coverage of market (additional dittrio be covered)

Section C: Capacity

4. Total employees -

Key staff
Name Category Designation Qualifications | Experience
(management, (years)
technical)
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Section D: Finance
5. Financials

a) Capitalisation

Source of capital Amounts

Equity

Debt

Other

Total

b) Profitability

Year Net annual profit (Ug.Shs.)

200¢

2009

2010 est.

2011 est.

6. Banking relationships

7. Status of audited accounts, name of auditors

Authorized signature and company stamp

For (company name) Date
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ANNEX P:  TORS FOR END-USER AUDITING

TERMSOFREFERENCE
FORCONSULTANCY SERVICESFOREND —USERAUDITING AND VERIFICATION
OFSOLARPVINSTALLATIONS

ENERGY FOR RURAL TRANSFORMATION PHASE Il

1. Introduction

The Government of Uganda (GoU) has received fundiogn the World Bank towards
implementation of the Energy for Rural Transforroat(ERT) Project Phase I, and intends
to apply part of the proceeds for consultancy services

The ERT Phase Il project aims at scaling up investsy in rural electrification and
Information Communication Technologies (ICTs). UndeERT Phase Il, e Rural
Electrification Agency (REA) will implement the swol PV Targeted Market Approach
(PVTMA) whose main focus is to promote consumeditrand provide consumer subsidies
for PV to targeted markets. The efforts are exgktbteresult in the installation of at least
20,000 PV systems in 4 years.

During ERTI, the Private Sector Foundation (PSFBIFB was carrying out end-user audits
as a means of verifying PV installations for thepmses of paying performance based grants
to PV companies. When PVTMA programme commenceg atidit reports were availed to
REA to use as a basis for disbursing consumer digissiwhen ERTI ended on2&ebruary
2009, PSFU stopped providing performance-basedgtarPV companies and hence stopped
carrying out end-user audits of PV installationsiribg ERTII, all PV installations under
PVTMA will be subject to audit and verification loeé disbursement of subsidies to
consumers.

REA therefore requires the services of competedivitiual consultants dn call basis” to
provide end-user auditing and verification servioé$V installations that will be installed
under PVTMA Programme.

2. Objective

The objective of this consultancy service is tovide end-user auditing and verification
services of solar PV systems installed by PV congsathrough the PVTMA Program to
enable REA disburse consumer subsidies.

3. Scope of Service

The Individual Consultants will be required to picgdly inspect and verify PV systems
installed by PV companies participating in PVTMAah regions of Uganda. It's estimated
that over 30 PV companies will participate in thegramme installing an average of 500 PV
systems per month. The PV systems will be instath@ghly through two modalities. Thé'1l
modality is through financial institutions reguldtéy the Bank of Uganda and th&"2
modality is through unregulated institutions such %avings and Credit Co-operatives
Societies (SACCO), NGOs and MFIs etc. In addititimere will be institutional and
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commercial PV installations made by solar compasiéser through cash and credit sales,
these will also be eligible for subsidies and hendgect to audit and verification.

The PV companies shall provide detailed informatibout the installations they have carried
out to REA which information shall be entered ithhe PV data base and cross-checked with
information from the audit/verification exercisef@ae disbursement of the subsidy.

The Consultant shall be required to carry out thleing activities.

1. Travel to the location where the PV system is ifefaand physically verify its
existence. The travel shall be by public transport.

2. At the site of the installation, the consultantlvabtain the following information
pertaining to the PV system by physically examirting installation and interviewing
the consumer.

Date of installation.

Name of the consumer.

Telephone contact of the consumer.

Name of institution that provided the credit fagili

Location of PV installation which shall include tlist, sub-county, parish and
village.

GPS coordinates of where the PV system is installed

PV system specification including array capacitywatt peaks (Wp), type,
make and rating of solar module(s), charge reguiatind battery(s), and load
characteristics.

h. Serial numbers of the solar module(s)

[

J

copop

«Q -

Check if adequate end-user training has been dastieby the PV company

. Check if the PV Company provided an end-user manual

k. Check if the consumer was provided with the contdtress of the PV
Company that installed the PV system.

|.  Check if the consumer was given explanation ofthigsidy.

3. In addition, the consultant will verify the follong:
a. The PV components used in installation are appriyedEA.
b. The components installed are the same as thosecatedi in the
guotations/invoices.
c. The PV installation meets agreed PV standards.

For each of the inspected installations, the Caastlwill put a sticker, to be provided by
REA, marked ‘SYSTEM VERIFIED’ on accessible andrlfaistatic component i.e. Charge
controller.

4. Experts Required
The Consultancy is open to individuals that haweftliowing qualifications:
a. Have at least a certificate in electrical instadlator its equivalent.
b. Additional training in either solar system sizingdainstallation or end-user
auditing and verification.

c. 2 years experience in sizing and installation of PV
d. Experience in inspecting PV installations
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e.
f.

g.

Familiar with PV standards and PV installation code
Experience in using GPS equipment to record coatdmof a location.
Must NOT be currently employed by PV companiesipiggting in PVTMA.

5. Terms of Employmert

The Consultant shall be offered a Contract for mogeof one (1) year renewable upon
satisfactory performance. The terms of employmemilisbe “on call” basis. The
assignment will necessitate the Consultant to trevearious parts of the country where
PV systems will be installed.

Remuneration shall be consist of a fixed fee periffallation audited and working
advance per trip to cover the cost of public transp and from Kampala, local public
transport in the field, accommodation, meals anatingency. The inspection trip should
be arranged to ensure that at least 10 PV systemsspected per trip.

The consultant shall be liable for taxation undherlaws and regulations

The consultant should be ready to start work oneahiately.

6. Output

The Consultant shall submit,

I.  An audit report containing the following informatidor each PV installation.

~ooooTp

T T T

m.

n.

Date of installation,

Name of the consumer and telephone contact.

Name of the institution that provided the credit.

Location of PV installation that include distrisyyb-county and parish

GPS coordinates of the PV installation.

System specification including array capacity inttweeaks (Wp), type, make
and rating of solar module(s), charge regulationa¢d battery(s), and load
characteristics.

Serial numbers of the solar module(s)

Cost of PV system

If end-user training has been carried out by thecB™Mpany

If PV company provided a user manual.

If the consumer was provided with the contact asklicd the PV company that
installed the PV system.

If the consumer was explained the subsidy.

Confirmation that the company used approved PV aorapts.

Confirmation the PV installation meets agreed RAhdards.

II.  Acceptable accountability documents for the workimgvance provided for that
particular trip
[ll.  Signed copies of introductory letters to consumers

7. Reporting

91



The Consultant shall carry out the assignment utftesupervision of the PVTMA Officer,
Rural Electrification Agency.

The Consultant shall submit an audit report for B\é systems inspected after every audit
exercise is conducted. The report should be deld/erot more than 3 working days upon
returning from the inspection trip.
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ANNEX Q: PV AUDIT AND VERIFICATION QUESTIONNAIRE

SOLAR PV AUDIT AND VERIFICATION QUESTIONNAIRE

Part 1: SYSTEM IDENTIFICATION

1.1 User Name:

1.2 Postal Address:

1.3 Physical Address:

14 Location

1.41 Village: 142 Subcounty:
143 County: 144 District:
1.5 GPS Readings/ Way Points

1.5.1 Grid Reference

1.52a  Northings: 1.5.2b Eastings

1.6 Purpose (Tick where applicable)

1.6.1 Solar Home System: |:|
1.6.2 Institutional purpose I:l
1.6.3 Commercial/ business setup |:|
1.6.4 If the systems is institutional or commercial business set up, please specify

1.6.5 Brief description of the PV system.

1.6.6 System Supplier/ Vendor:

1.6.7 Address:

1.6.8 Installer:

1.6.9 Relationship with Vendor:

1.6.10  Address and telephone contact:

1.6.11  Date of Installation:
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Part 2: CUSTOMER SATISFACTION
2.1 Service by Supplier:

2.1.1 System Performance
(a) Is your System working well? (Yes or No):

(b) If No, what is wrong with it?

2.1.2 User Education
(¢) Do you know how your system works? (Yes or No):

(d) If No, why not?

(e) If Yes, Do you have or were you given any tips on basic Maintenance of your System?

(f) Do you have any Spare Parts for your system and what are they?

2.1.3 Contention
(g) How do you grade the setvice of your supplier? (Tick)

O Fxcellent O Very Gooc ] Fair n Pool
2.2 Effects in Livelihood:

221  Comfort
Has the Solar Power System changed your way of living?(Yes or No):

If Yes, How? (Explain Briefly):

Are you happy with your Solar PV system?

2.3 Costs
2.3.1 Average expenditure on Energy
(a) Before Acquiring Solar PV System (U. Shs):

(b) After Acquiring Solar PV System (U. Shs)

2.3.2 Do think that the Solar System you have is Cheap in the Long run?
Explain Briefly
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Part 3: POWER SUPPLY COMPONENTS

3.1 Solar Array

ITEM

MANUFACTURER

MODEL

CAPACITY
¥p)

SERIAL No.

AR R A Fal Rl i

—_
e

3.2 Charge

Controller/ Regulator

ITEM

MANUFACTURER

MODEL

RATING (Amps)
Wp)

SERIAL No.
(If applicable)

Array | Load

PPN

3.3 Battery Bank

ITEM

MANUFACTURER

MODEL

Type

VOLTAGE
PER UNIT

™

CAPACIT
Y (Ahts)

Qty

1.

2.

3.

BATTERY TYPE OPTIONS

A) Automobile/ ST1.1
E) Sealed Gel Deep Cycle

3.4 DC-AC Inverter

B) Modjfied SI.I C) Flat Plate Deep Cycle
F) Tubular Plate  G) Other

D) Sealed Wet

Acid

ITEM

MANUFACTURER

MODEL

RATING (W)

SERIAL No.

1.

2.

3.

3.4 DC-DC Converter

ITEM

MANUFACTURER

MODEL

Operational

Volts (V)

SERIAL No. (Where
Applicable)

Input Output

1.
2.

3

Part 4: LOAD DETAILS

DC LIGHTS

MANUFACTURER

MODEL

SPECIFICATIONS

TYPE

RATING
W)

QTY

—
-
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‘EJJ

>

AC LIGHTS

MANUFACTURER MODEL SPECIFICATIONS
TYPE RATING | QTY

)

L

2,

3,

4,

5,

OTHER DC LOADS POWERED BY SYSTEM SPECIFICATIONS
RATING | QTY
)

L

2,

3,

4,

5,

OTHER AC LOADS POWERED BY SYSTEM SPECIFICATIONS
RATING | QTY
W)

L

2,

3,

4,

5,

Contact Person and Position:

Name of Auditor:

Signature:

Date:
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ANNEX R: PV INSTALLATION REPORT

Company Name

Installation Report

1. Type of System:

2. Insatldate:

Section A: End User Information:

End User Name

Postal Address

Physical Addres

District

County

3
4
5
6. Telephne Numbe
7
8
9

Sub-County

10. Parish

11. Village

12. Financial institution

Section B: Financial Information:

13. Total Systems’ Cost:

Section C: Systems’ Components

14. Solar Panels’ Details

No. Manufacturer Model

Serial Numbers

Capacity (Wp)

B oW N

15. Charge Controller/Regulator Details

No. Manufacturer Model

Rating

Array | Load

Serial Number

97



16. Batteries

No. Manufacturer Battery type Model Voltage Ahrs yQt

1.

2.

17. Inverters

No. Manufacturer Type Model Rating| Operational Voltage Serial
(w) Number

Input Output

1.

2.

18. DC Lights

No. Manufacturer Model Type Rating Quantity

1.

2.

19. AC Lights

No. Manufacturer Model Type Rating Quantity

1.

2.

20. Other AC Loads

No. Manufacturer Model Type Rating Quantity

1.
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21. Sketch map of the end user location

Installed by: Designation Sign:

End-User Acknowledgement:
Name: Sign:

Comments:
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ANNEX S:  PVTMA APPLICATION CHECKLIST

REQUIREMENTS

In order to complete the application for participation in the PVTMA programme,

please enclose the following documents:

1.

2.

3.
4.

9.

A completed Application Form S1R (for rural baseBBES) or S1K (for Kampala-
based REES)

Certificate of Incorporation, Registration, Parstep registration or Business Name
registration, whichever is applicable

Certified copy of Memorandum and Articles of Assdin (if applicable),

Company or Organizational Profile — indicate chdHe nature of business or work
and solar distribution activities and network —reat and planned (location of
business outlets, branches, agents, or franchises.

Trading license and Letter from Local Council caming solar activities being
undertaken by the applicant in the area.

List of products and specifications, list of suppdi, their addresses and copies of valid
certification of their products.

7. List and CVs of key technical staff.
8.

Letter of commitment to provide warranty and aftales service (copies of warranty
forms if already available)

Business Plan (for Kampala-based REES that have diewmtlisted; see Form S2)

10.Business plan summary (for Kampala-based applicant$ for rural-based REES that

have been shortlisted; see Form S3

11.Copy of latest audited accounts (or management€iah accounts for rural-based

REES)

12. Bank reference letter(s) indicating availabilityl@nk account with the bank (or other

financial institution for rural-based REES, or staent of no bank account)
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