
SUMMARY 

NORAD has made an assessment of the SREP Investment Plan (IP) for Uganda. NORAD has 

in-depth knowledge of the energy sector in Uganda through Norway’s bilateral energy 

cooperation with the country. As such we have been able to make a more thorough 

assessment of Uganda compared to our assessment of other SREP IPs. In this context, the  

assessment can be viewed  more critical compared to others. In our view this has been useful 

and would call for a more thorough review of our support to SREP overall.  

 

Main findings/assessments 

 Since GetFit, co-funded by Norway, already is in operation and can leverage more 

renewable energy investments subject to availability of additional funds, it is of 

concern that Norwegian funds through a multilateral channel (SREP) apparently 

cannot be used for fully finance GetFit and reap immediate benefits. The transactions 

costs by setting up a parallel mechanism could be considerable. 

 If SREP would use GetFit and promote the generation technologies supported by 

GetFit, this would likely be more cost efficient and would provide faster results and 

provide more immediate results for Uganda.  

 Although it may be relevant to facilitate development of electricity generation from 

geothermal and wind energy, the strategic choice for prioritizing these generation 

technologies is not well documented and justified. A description of current status (with 

regard to projects and donors involved) and the realism of developing these 

technologies are needed.  

 The assumed leverage factor does not seem justified. 

 

Recommendations 

 The SREP Investment Plan (IP) for Uganda should not be approved in its present 

format. 

 A revised IP should reconsider the possibility of SREP co-financing GetFit. This also 

means that the budget for geothermal power exploration should be reduced so that 

funds can be provided for promotion of small hydropower and bagasse co-generation 

projects almost ready for construction. 

 More analytical work and justification for amongst other the choice of technology, the 

leverage factor and timeline for developing these new initiatives should be provided. 

 The budget figures are very broad figures even for this time in the planning process.  

Cost breakdown of implementation costs, overhead costs and fees should be provided 

by the implementers.  

 

1 INTRODUCTION 

Reference is made to the request of 22 October regarding assessment of the SREP Investment 

Plan (IP) for Uganda.  

 

The total budget is USD 50 million, out of which USD 33.8 million will be used to promote 

geothermal energy, USD 9.4 million is for Solar PV and USD 6.8 million is for piloting of 

wind power. Lead MDB is AfDB. Also IFC will be involved in the geothermal component. 

The IP assumes that the project will lead to total investments of USD 455 million in the power 

sector associated with SREP, i.e. a total leverage factor of 9. 



 

2 SCOPE OF WORK 

Norad’s assessment is a fast track appraisal. The two main issues addressed are i) relevance 

and ii) how SREP coordinates with other donor funded energy projects in Uganda. Appendix 

1 provides more assessments. To Norad’s understanding, appraisal documents for each of the 

three project components will be submitted to the SREP Sub-committee is the last quarter of 

2016. A full-fledged appraisal would only have been possible at that stage1.  

 

3 ASSESSMENT OF RELEVANCE 

General issues 

The IP will, if successfully implemented, contribute to achievements of Uganda’s electricity 

sector goals. However, Norad’s assessment is that the most relevant activities have not been 

proposed.  

 

Rather than picking low-hanging fruits, i.e. hydropower and bagasse co-generation and grid-

connected solar2, that can secure fast-track development of electricity projects, the IP will 

target generation technologies with no track record in Uganda, i.e. geothermal and wind 

energy. This may introduce additional risks for Uganda, possible at the cost of reduced 

economic growth. We cannot see that this strategic choice is well documented and justified.  

 

Norad has noted that the IP does not seem to reflect the Government of Uganda’s original 

priority (such as bagasse co-generation). According to the IP: 

Concerning bagasse co-generation, the project, as proposed by GoU would be 

difficult to implement as part of the SREP program. The initial proposal of adding a 

tariff top-up (similar to what GETFIT does) in order to make these transactions 

bankable cannot be implemented by any of the MDBs due to unavailability of 

appropriate financial instruments. In addition, the MDBs discussed other ways of 

supporting bagasse cogeneration, such as applying a capex subsidy following a 

competitive tender process, but there were concerns of the size of the market and 

whether a truly competitive process could be carried out to ensure value for money for 

GoU and the MDBs. Additionally, there have been challenges relating to E&S issues 

for some bagasse sponsors under the GETFIT program that resulted in GETFIT not 

supporting these projects in the past. As a consequence, it was agreed that other 

alternatives would be sought. Ensuring competitiveness and diversity of renewable 

technologies is of paramount importance. 

 

If the MDBs lack appropriate financing instruments to promote renewable energy projects, 

this also shows the benefit of bilateral assistance and other more flexible aid mechanisms. . 

 

Weak underlying analysis. 

Leverage factor. Norad questions the assumed leverage factors. Among others, the IP should 

assess the realism of the assumed leverage from the private sector for geothermal electricity 

                                                           
1 To Norad’s understanding, SREP sponsors are not involved in the quality assurance of these documents. 

Among others, it would be interesting to undertake a thorough assessment of fund flow mechanisms, budget 

items and overhead costs.  
2 Through an existing mechanism (GetFit). 



(it is assumed that the private sector will invest USD 230 million). Experience from 

hydropower and bagasse co-generation provides a useful reference. These technologies have 

needed additional incentives compared to the present feed-in tariff. Norad would like to see 

the IP make an assessment of the necessary topping-up of the feed-in tariff for geothermal 

electricity. 

 

The geothermal component assumes a leverage factor in the order of 10. This does not seem 

realistic. As a comparison, GetFit (working with proven generation technologies in Uganda) 

assumes a leverage factor between 4 and 5.  

 

Norad has noted that the IP assumed that other Development Partners (DP) and Developing 

Financing Institutions (DFI) than the MDBs will provide USD 48 million. Norad questions 

this assumption, given that more of these are already funding GetFit. Norad would also like to 

see the IP assess the realism of the Government of Uganda to provide USD 15.9 million (USD 

7  million, USD 2.1 million and USD 6.8 million for the geothermal, solar and wind 

components respectively).  

 

Ranking of generation technologies. Table 13 presents a ranking of generation technologies, 

giving geothermal the highest score and solar PV the second highest score. Wind has achieved 

the fourth highest score, higher than hydro (1-10 MW). This ranking seems arbitrarily. Norad 

questions more of the assumptions and the justification of those. One example is the premise 

that geothermal and wind, i.e. two technologies with no track record in Uganda, have a higher 

leverage factor than hydropower. 

 

Relevance of the geothermal component 

Norad’s assessment is that it is relevant for Uganda as such to develop its geothermal 

resources. Among others, Norad agrees that geothermal electricity is a good contribution to 

diversification of Uganda’s generation mix.  

 

Still, Norad questions the relevance of SREP focusing on geothermal energy in Uganda for 

more reasons. As also stated in the IP, GoU wanted SREP to promote bagasse co-generation 

of electricity. It will also take more years to develop geothermal generation. The IP makes 

reference to issues as long gestation time, high capital intensiveness and corresponding high 

risks and a missing legal and regulatory framework for this technology. Given that there are 

more advanced hydropower, bagasse co-generation as well as solar electricity projects, Norad 

cannot understand why SREP does not prioritize these projects. Although it is important to 

diversify Uganda’s electricity generation mix, it is even more important for Uganda to get fast 

access to more renewable electricity. 

 

Norad has also noticed that the IP does not discuss the Katwe Geothermal Project. 

 

No use of lessons learned. Kenya has already developed one geothermal project. The IP 

contains no documentation how lessons learned from Kenya has informed the planned 

approach in Uganda. One issue that has not been discussed is to what extent a private 

developer is willing to rely on studies undertaken by an another actor. 

 



Norad would also like to see documentation of lessons learned through the Geothermal Risk 

Mitigation Facility and assistance provided by Iceland. 

 

Relevance of the solar power component 

The budget of the solar PV component is USD 9.4 million. Although likely to be relevant, the 

IP does not have any discussion of the added value of this component compared to the 

increased dissemination of solar lanterns through the private sector. 

 

Relevance of the wind power component 

The budget for the wind power component is USD 6.8 million. Norad questions the relevance 

of facilitating wind power in Uganda at this stage, given the still untapped potential in already 

proven generation technologies in Uganda. More detailed description and justifications are 

needed. 

 

4 ASSESSMENT OF COORDINATION WITH OTHER DONOR FUNDED 

INITIATIVES 

Projects supported by other donors are described on page 36 and 37. Interphase with GetFit 

has been discussed (Appendix 3): 

It was highlighted that SREP support to encourage generation should be harmonized 

with GETFIT plans so as to not create competition between the two programs. This 

has been addressed and given the focus of the GETFIT program on a third round for 

on grid connected solar PV, the Investment Plan does not consider on-grid solar PV. 

The GoU made a real effort to avoid duplication of efforts in the solar space. 

 

However, there is no credible assessment in the IP why SREP has chosen not to co-finance 

with GetFit. Norad’s assessment is that GetFit is delivering good results and is likely to give 

faster results than a parallel SREP arrangement, provided that more funds are made available. 

According to Norad’s understanding, SREP is an innovative program and hence should be 

able to implement the necessary mechanism to support the GetFit projects ready for 

implementation. 

 

The IP contains one reference to (Iceland’s support to) the Geothermal Risk Mitigation 

Facility3. However, there is no description of how SREP will coordinate and cooperate with 

GRMF. Among others, there has already been discussions between GRMF and the Katwe 

Geothermal Project. 

 

  

                                                           
3 The African Union Commission (AUC) on the one side and the German Federal Ministry for Economic 
Cooperation and Development and the EU-Africa Infrastructure Trust Fund via KfW Entwicklungsbank (KfW) on 
the other side have agreed to establish the Geothermal Risk Mitigation Facility (GRMF) to fund geothermal 
development in East Africa (the Facility). The GRMF was launched in April 2012 and will consist of a series of 
Application rounds. The programme will co-finance surface studies and drilling projects aimed at developing 
this largely untapped indigenous and renewable energy resource. The GRMF programme currently comprises 
115 million EUR available for funding. 



APPENDIX 1 

Assessment of the implementing arrangement and timeline 

The IP has not provided details on these issues. 

 

Assessment of the planning process 

The planning process has been described (paragraph 6). Apparently, the process has been 

inclusive. However, given the fact that SREP has not chosen GoU’s preferred generation 

technology and has not been willing to co-fund with GetFit, Norad’s assessment is that the 

planning process has not been satisfactory. 

 

Technical and cost analysis 

The IP has not provided details on these issues. Norad assumes that the project appraisal 

documents will address these issues. 

 

Socio-economic analysis / Environmental analysis 

The analysis of the need of more electricity generation capacity is sound. The geothermal 

projects are situated in the Ugandan Rift System and most sites are either inside a national 

park or close to.  This fact need to be highlighted and analyzed carefully.  

 

Financial analysis 

The IP has not provided details on these issues. Norad assumes that the project appraisal 

documents will address these issues. 

 

Use of lessons learned 

See main document. 

 

Coordination with other donors/projects / Involvement of stakeholders in the planning process 

See main document. 

 

Addressing cross-cutting issues 

Gender and social/environmental issues have been described thoroughly in the IP. However, 

there is no reference to fiduciary risks and corresponding mitigation measures. Norad assumes 

that the project appraisal documents will address these issues. 

 

ASSESSMENT OF RELEVANCE 

See main document. 

 

ASSESSMENT OF PROJECT DESIGN 

The IP has not provided details on these issues. Norad assumes that the project appraisal 

documents will address these issues. 

 

ASSESSMENT OF SUSTAINABILITY AND RISKS 

Norad’s assessment is that compared to generation technologies that already has a track 

record in Uganda (hydropower and bagasse), sustainability and risk issues is of greater 

concern for the technologies targeted by SREP.  

 


