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End User Subsidies Lab

IIIIIIII
G E N D G@GLA Aftica Clean Energy GL . BAL ‘ @Ltﬁm‘z&‘u&xﬁabﬁ'( L ESMAP
Catalysing Africa’s Solar Markets Peot St

A Welcoming Remarks (Pauline Githugu - 5 mins)

A Introduction to the End User Subsidy Lab (Dana Rysankova - 5 mins)

A How IDCOL Addressed Affordability (Pavel Karim - 30 mins)

A Q&A (up to 20 mins)

A What other countries can learn from how IDCOL addressed affordability (Anil Cabraal i 10 mins)
A Q&A (up to 15 mins)

A Closing Remarks (Pauline Githugu i 5 mins)

N
H I
N
S
>
v

H
H

-
<
-
i
-




End User Subsidies Lab

. LIGHTING | 5 amvowsnonor
O AfricaCleanEnergy  GL.BAL | () THE WomRBANK | ESMAP

Catalysing Africa's Solar Markets e

THEEND USERSUBSIDYAB

DanaRysankovaGlobal Lead Energy Access, World Bank
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PURPOSENDSTRUCTURE

Significant progress has been made towards
SDG?7, but large portions of the population will
remain unserved in 2030.

. %,
The End User Subsidy Lab seeks to promote the So ‘ ® o

ke of carefully and well-inform n '
ﬂgtearl seu(é))sicda}ees:u yandwe ormed end Energy Acces® SUbSIdy Shared
o e Stakeholders Lab Outputs
A Crowding in knowledge, resources and O ° O
expertise from all stakeholders interested in O ° .‘
participating
A Offering a platform for exchange, dialogue and Contribute translates inputs outputs inform
extensive consultation among different resources into learnings, designs and
stakeholders (knowledge, design prototypes, thinking of end
expertise, funding) tools user subsidies

A Sharing lessons learned, tools, and
information broadly

A Testing prototype end user subsidy designs

The lab is coordinated by ESMAP, GOGLA, and ACE TAF but welcomes the participation of all stake
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i Lower cost of doin
Teghnology and Produc;ﬂo_n Spale Incre_:ased . 9 BOTHDEMANDAND
Design Innovation and Distribution  Competition among business and q qE
Efficiency companies improved enabling PPLMEVER3RE
Initial environemnt NEEDEOOINCREASE

AFFORDABILIT&
WILLINGNESBO PaY
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first movers base Mass Market Vulnerable
households
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ADDINGEND USERSUBSIDIESO THE TOOLBOX
BEND USERSUBSIDIEEANNOTREPLACENGOINGUPPORBUT COMPLEMENTIS

Enabling Policy
Environment

Quality standards, cleé

tax regulations, OG

embedded into access
planning etc..

Access to Financ

Credit lines, dedicate
debt funds, availability
of equity.
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End User Subsidies

Providing support to
low- income households
In accessing products.

Grant Funding

Promote R&D, market
entry, market research,
resultsbased financing.
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THEIDEA

Build expertise and
knowledge in the sector

Promote exchange and
facilitate learnings
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Mainstream end user
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Insights from sector specific or adjacent sectors will be collected, curated, and made avai

via an easily searchable online platform.

A Resource Hub onlinéttps://www.gogla.org/offgrid-solarsmartsubsidies/reportsand-
resources

A Webinar series profiling learnings from end user subsidy pilots or projRetanda,
BangladeshJogo, Kenya

Go to knowedge hub
(2021)

Support country teams with guidance and expertise in developing and testing end user st

designs: the lab will partner with up to three countries.

A Support development of prototype design, incl. additional research or analytics work
required

A Help to fundraise to implement the pilot

A Accompany pilot with monitoring & evaluation

A Inform potential scalaip of a successful pilot

\ / : . To further stimulate the development of innovative and impactful designs, the lab will act ¢
Enabling Transformative

Create a Pipeline of
'ready to fund and roll
out' country specific
designs (2022)

- Thought Leadership thought leader and ideate new frameworks and approaches that can help to reduce the

— (Ongoing) affordability gap and promote inclusive and holistic market development.

L.Jiv
Sector Ma ent Age



https://www.gogla.org/off-grid-solar-smart-subsidies/reports-and-resources

PLEASENGAGE
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The Lab seeks to leverage network effects. If you have
interest in the work or would like to contribute to its
success, please be in touch with:

A ACE TAF,

A GOGLA,

A or ESMAPI/Lighting Global

To stay up to date with our activities and learn more,
please visit our website:
https://www.qgogla.org/endusersubsidiedab

Thank you.

Please share comments and feedback!
drysankova@worldbank.org
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How IDCOL BDRESSEN-FFORDABILITY
| ESSONBROMBANGLADESBISHS ROGRAM

PRESENTATIGROMPAVELKARIM IDCOL

CSMAP @ THE WORLD BANK

Energy Sector Management Assistance Program IBRD « IDA I WORLD BANK GR



BACKGROUND

In 2003:
A Electricity access was 37%
A 15 million rural HH lacking access

A Universal access estimated to ta'~
another 30 years

@ Government commitment to
\ universal access by 2021
e

=L, Alternative technology and

A\ /o delivery model needed to meet
1% universal access commitment

) IDCEEL



IMPLEMENTATIOSTRATEGY

ZON Build on institutional strengths

A In Bangladesh

Considered public-private
Q@ partnership models

- Pilots demonstrated
LO effectiveness of public-private
partnership

—=  Implement through an agency

H® : : : :

=)  with experience in public-
private investment in

infrastructure

IDCEAL

OGETHER FOR TOMORROW

. IDCsEL



Program Structure

Provides
foreign
currency grants
and loans on

soft terms
q | Development Partners] Q gg:;[ggéggt of]
Repays

loans

Provides foreign
currency grants and
loans on soft terms

Independent PO ind dont
‘ |Selection Committee ] Q ‘lDCOL ] @ T'Ecﬁﬁ?& len

Repays
loans

v Standards
)
00, %, Committee
T NG
,o,o %@o/-
& NN Provides Repays
o} grants and loans Seeks Provides
loans approval approval
Seeks
_operational Supplies
‘ IDCOL Operations ] interventions a Partner _ ] equipment Q | Subpilars ]
Committee Provides Organizations pay for
oversight, equipment
guidance &
solutions
Sells &
service SHS Pays for SHS

a Customers ]
(Housholds)

. IDC&EL



Yearwise Installatiorof SHS

Annual SHS Installations (Number)
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A 4.1 million SHS installed
2003- 2018, but only
50,000 SHS in first 4
years

A By 2016, 14% population
got electricity from SHS

A 57 POs selling, servicing
& financing SHS

A At its peak 29,000
people employed in SHS
business

~ IDGAL



FUNDSMOBILIZED

International development
partners- 20022014

A Loans: US$602 million
A Grants: US$81 million

Domestic

A Down payment, US$160
million

A POs equitx US$219 million

A Manufacturersc US$32 million

Total US$1.1 billion

=
b

GEF, 7,1%

IsDB, 16.49, 2%
GIZ,16.77, 3%_\ | /

KFW, 19.56, 3%

USAID, 3.07,0% __—
JICA, 81.06, 12% _— \

ADB, 90, 14%

GPOBA, 13.95, 2%

Donor Financing in Millions of US$

\ World Bank,

416.33,63%

IDCLL



RESPONDINGO GONSUMEREMAND

100%

A Customers demanded mainly | so%
30-65 Wp SHS initially. 80%
70%

A with advent of LED lighting, | ®*
and smaller SHS approved, 50%
demand for 10-25 Wp rose. sk
30%

A As costs dropped, in later 20%
years, demand for larger SHS | .,
rose. »

2003 2004 2005 2006 2007 2008 2009 20102011 2012 2013 2014 2015 2016 2017 2018

m 10-25Wpm 30-45Wpm 50-65Wpm 75-85Wpm 90-300Wp

. IDCsEL



MODEOFHNANCINGAN EXAMPLE

(a) Market Price of a 20/p SHS USD 140
(b) Buydown Grant (Grant A) USD 20
(c) System Price for Household f(b)] USD 120
(d) Down Payment from Household to PO [15% of (¢)] USD 18
(e) Loan Payable from Household to PO({{¥) USD 102
Loan Tenor 2 years
Interest Rate 16% p.a.
Monthly Installment Amount USD 5
(f) IDCOL Refinance [80% of (e)] USD 82
Loan Tenor S5~7 years
Interest Rate 6~7% p.a.

_ IDCsAL



FUNDH.OWAND ROLEOFPARTNERS

Loan & Grant . Loan & Grant . Loan & Grant Loan & Grant
Multilateral

: oProvides wldentifies
- oProvides ;
wProvides grant and JrEhis e BB oMaintains
gr?tnlt and <oft loans  "€duce cost customers "o
soft loans
to IDCOL «Provides soft  alnstalls SHS R
: loans
wProvides oProvides | oExtends loan in
technlcal policy oProvides credit monthly
assistance support g?;rrv]r;g, oProvides Installmen
t
support after_ sales
services

cMonitoring
Debt Debt ‘ Debt ‘ Debt
Service Service Service Service

. IDCeSL



FUNDDISBURSEMENPROCESS

v

Submission of disbursement request by PO to IDCOL

I

Adding info into IDCOL databaskitial screening

A 4

Inspection by SHS Inspectors and reporting

Adjustment of discrepant SHSs and

fund disbursement

A 4

DS

Rectification of problems and resubmission by Pt

 IDCsAL



DETERMINANTSF3UBSIDY

A No increase in HH monthly expenditure for kerosene lamps
¢ loan installment size is less than the expense
A Sales price of SHS without subsidy
A Cost of SHS equipment
A Marketing, after sales service, collection expenses of POs
A Mark-up of PO sales
A Economies of scaleSHS price is expected to reduce gradually
A Reduction of panel price over time

A Introduction of CFL then LEDeduced SHS size with same
benefits

A Competition in the market selection of more POs

 IDCsAL



TRENON SHS @STANDSUBSIDY
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SHS QSTDECLINED

700
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g

S

Average Costper SHS (2018 USS)
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<] =2
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4,500

22

21% cost decline in real terms for
every doubling of SHS sales

Example: 50 Wp SHS
A 2004: US$11.30/Wp
A 2017: US$4.40/Wp

Declining subsidy support

A 2003: US$2.72/Wp (19.2% of SHS
cost)

A 2017: US$0.24/Wp (5.6% of SHS cost)

Positive and negative
consequences

A Increased affordability
A Cut-throat competition

IDCAL



SHS RICEFORHOUSEHOLDS

A Installation of first 50,000 SHS
¢ some control on sales price

- PO cannot go 10% above of its proposed price

A Subsequent Price was determined by the market
A More POs recruitedcompetition in the market
A Local capacity developmentmore suppliers
A Control on price was lifted

A Customers had options to buy

. IDGAL



A SUSTAINABLEINANCINGSTRUCTURE

Phasedout Subsidy

2003 |2004~5 2006~7|2008~9 2010~11 2012 2
onwards
Capital Buy down Grant| $70 | $55 | $40 | $40 | $25 | $25 | $20*
Institutional
$20 | $15 | $10 $5 $3 $0 $0
Development Grant
*only for smaller SHS
Concessional to Sefliommercial Credit
2003~8 2009~11 | 2012~15 2016
Loan Tenor 10 yrs 6-8yrs | 5-7yrs | 5-7yrs
Interest Rate 6% 6%8% | 69%9% | 6% /%
% of Loan Refinancg 80% 80% |70%80% 70%80%
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YEARWISEHPO &LECTION

Number of New
POs

2002
2003
2005
2009
2010
2013
2015
Total

© N 01 b

17
11
58

Equipment Suppliers

SN Number of
quip Suppliers

SolarPanel

Battery

Charge
Controller

LED Lamp

DCGDC convertol

46
17

53

44
13

IDCSEL



QUALITYCONTROIMECHANISMS

wPhysical inspection by technical inspectors of IDCOL

Physical
Inspection

w Verification of collection efficiency by collection efficiency inspectors
wlIndependent technical and financial audit

w Training for trainers
wPO Staff / customer training
wSupplier consultation

Training
Programs

Call ‘ Lodges complaimmsy | |DCOL|mem Informs P

Centre

_ IDCsAL



IDCOL MNITORINGYSTEM

@ Monitoring by IDCOL.:
3 Divisional and 12 regional inspection offices

103 technical inspectors, monthly inspectioB50 SHS per inspector
Total inspection 51% of total financed SHS

Reinspection by Regional and Divisional Managers and IDCOL Officials

@ Technical auditby independent technical auditors in every two years

e Evaluation by Development Partnet®yy engaging third parties



RAININGAND CAPACITYDEVELOPMENT

ToTTraining IDCOL PO Officials

_I\I_/Irz?nai\r?gment PKSF PO OffCl;:flffi;\(I:sé at Hea 202

Staff Training PO PO Field Staffs 30,197

Customer Training PO Customers 1.57 million
Technical

Technicianlraining Local people 1,894

Institutes

IDCSEL
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IDCOLAARMIS

Database Management Flow

SHS DATABASE

IDCOL receives installation
reports from POs, checks and
updates database

POs install SHS & collect
household details

[ |

IDCOL inspectors inspect SHS
units and generate inspection /
discrepancy report

!

POs check with households
and fix discrepancy

!

Households / SHS units

. IDCeAL



End User Subsidies Lab
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Fuel & Lighting Expenses for Rural Household (BDT per Month)

Household Income & Expenditure Survey Monthly Fuel & Lighting Expenditure i
Among Rural Households in Bangladesh
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