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The following comments were entered by Demetrios Papathanasiou:

Dear Fanny, 

Many thanks for the PCN package and the earlier draft.  This is cleared on my side for further 
processing.  

As a suggestion, you may want to revisit the PDO wording, which is slightly awkward currently.  I 
think what is used as a description in paragraph 28 may sound better (provide/increase grid-based 
electricity supply to households, institutions... in selected areas of Herat).  Sicne we are processing 
this quickly, we can discuss and improve the current wording after the review meeting.

Thank you again, 

Demetrios

INSTRUCTIONS

Please take action as and if needed and provide your comments, if any, in the comments section of 
the relevant roadmap step in the Operations Portal.

- To go to the roadmap step, access the document(s) and take action, please click on the link below:

Go to Concept Package

Individuals on the cc list are just being copied for information and can access the 
Package/Documents using the links above as well.

- Please do not reply to this email.
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http://operationsportal.worldbank.org/secure/sap/P162022/clearancedetails.html?taskId=TSK6268732&stage=CON&context=recentactivity


- If you have questions or need help, please contact x32121.

- We welcome your suggestions, and want to share our updates and enhancements with you! Please visit us on Spark at 
https://spark.worldbank.org/groups/opu

- You can also take action on all Operations Portal requests through your Operations Dashboard (sign-in at 
http://operationsdashboard.worldbank.org/taskteam/)
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		INTRODUCTION AND CONTEXT







A. Country Context



1.	Afghanistan’s development in the modern era has suffered from frequent periods of political upheaval, accompanied by recurring conflict.  The 10-year Soviet war against the country (1979 – 1989) was followed by a 3-year civil war between competing Islamic factions and by the subsequent rise of the Taliban and their establishment of the Islamic Emirate of Afghanistan in 1996.  Conflict continued between the Taliban and the Islamic tribes through until 2001, during which time the turmoil created an ideal environment for the establishment of what were considered to be terrorist training camps.  After the September 11, 2001 attacks on the US, and the Taliban’s refusal to intervene against locally based insurgents, British and American forces began an aerial bombing campaign against the Taliban and suspected Al Quaeda locations.  Finally, in December of 2001, the United Nations Security Council authorized the creation of the International Security Assistance Force (ISAF) to help maintain security in Afghanistan.  Hamid Karzai was appointed as head of the Interim Administration and was elected as President 3 years later in 2004.  



2.	The 13-year mission of ISAF, which involved as many as 51 NATO countries and 130,000 forces at its peak, was mandated to provide ongoing security and to train Afghan forces, although it was frequently required to deal with ongoing conflict with Taliban forces and security was an elusive objective.  Ultimately, the participating countries chose to stand down their forces, and by late 2014, the NATO forces formally handed responsibility over to Afghan security personnel.  NATO maintained a force of 12,000 personnel, and the US is keeping over 8,000 troops in the country to the end of 2017, but the peacekeeping force is drastically reduced even though violence and insurrection continue.  



3.	The withdrawal of the international forces has created a major gap in the Afghan economy.  The aid and activity associated with their involvement supported a period of economic expansion with annual growth averaging 9.4 percent between 2003 and 2014.  However, with the drawdown of international security forces and associated reductions in aid flows since 2012, economic growth has slowed dramatically to 1.3 percent in 2014 and an estimated 1.5 percent in 2015. A disruptive and prolonged political transition following the disputed outcome of the 2014 election further aggravated the situation as internal divisions within the National Unity Government slowed reforms and delayed the appointment of key officials. Private sector investment was further undermined by a record level of conflict related casualties, with over 3,500 civilian deaths and 7,500 injuries in 2015.  



4.	Currently Afghanistan is one of the least developed countries in the world, with a per capita GDP in 2014 of US$ 634.  The 2015 UN Human Development Index ranked it at 171 out of 188 countries.[footnoteRef:2]  The economy is based largely on services, which represent over 50 percent of GDP.  Agriculture represents roughly 25 percent, while manufacturing (much of it based on food processing) and mining constitute the balance.  Based on the 2013-2014 Afghanistan Living Conditions Survey[footnoteRef:3] (ALCS), over 39 percent of the population lived in poverty – up from 36 percent in 2012, and unemployment stood at 22.6 percent of the labor force.  There are also disparities in the incidence of poverty with poverty rates in rural areas approximately 10 percentage points higher than in urban centers.   [2:    UNDP, Human Development Report 2015, Work for Human Development, Statistical Annex]  [3:    Central Statistics Organization (2016), Afghanistan Living Conditions Survey 2013-14. National Risk and Vulnerability Assessment. Kabul, CSO] 




5.	Slow growth, an unstable political situation, and ongoing insurgency create a challenging environment going forward.  The country is already suffering from under-utilization of resources - both labor and capital.  The problem is compounded by the rapid population growth and the large number of young people who will be entering the labor force in the coming years as over 44 percent of the current population is under the age of 15.  New sources of economic growth, including new employment opportunities, are needed to absorb the existing surplus of inputs, as well as new entrants to the labor pool.



B. Sectoral and Institutional Context



6.	Electricity Supply and Demand:  Power supply in Afghanistan is delivered through a combination of grid-based systems, mini-grids and stand-alone facilities.  While 89 percent of households reported having access to electricity in the 2013-2014 ALCS, only 29.7 percent received their power from the grid.  Rural and urban areas differed markedly in this regard, however. In accordance with Afghanistan’s Masterplan (2013), overall electrification of the country will reach 65 percent by 2032 with an expected peak load of 27.5 MW.      



7.	Grid supply dominates for urban households, with 89 percent reporting grid access, but it represents the primary supply source for only 11 percent of electrified rural households.  Rural areas are dominated by mini grids and stand-alone systems, based primarily on solar and small hydros.  Over 5,000 micro hydro plants have been constructed under the National Solidarity Program (NSP) to provide supply to small groups of households in rural communities. Electrification across Afghanistan is also quite heterogeneous across the country’s 34 provinces (or “wilayat”). Herat is among those provinces that are expected to have the highest load growth in Afghanistan.

 

8.	Households dominate the customer base, representing almost 93 percent of grid connections, while commercial customers represent just under 7 percent and government agencies less than 1 percent.  Total supply from the grid in 2015-16 was 4,773 GWh, of which 3,767 or 80 percent was imports. Uzbekistan was the main source of external supply (1,284 GWh), followed closely by Turkmenistan (1,184 GWh).  Iran supplied 827 GWh and Tajikistan supplied 471 GWh.  Domestic generation totaled 1,007 GWh, and was almost exclusively (96 percent) hydro.



9.	Existing power system:  In mid-2015 there were 12 hydropower plants in Afghanistan, not counting the over 5,000 off-grid NSP hydropower plants. The two largest among those are Naghlu Hydropower Plant at 100 MW installed capacity and Mahipar Hydropower Plant at 66 MW installed capacity. A new 42 MW hydro at Salma in Herat province was opened in June 2016, and work continues on developing an additional 18 MW of capacity at the Kajaki Hydropower Plant in the south of the country.   There are 9 thermal plants connected to the grid, with a total rated capacity of approximately 209 MW.  Another 8 small plants with an aggregate capacity of 12 MW operate off grid.  All of the thermal capacity is diesel fired.  The power generation mix is run to minimize costs by favoring cheap power from abroad and the use of domestic hydropower over thermal and diesel power plants. The government plans to continue increasing import capacity through projects set out in the National Energy Supply Program (NESP).



10.	The Afghan transmission system is highly fragmented, consisting of isolated grids or islands supplied by different power systems including different generating stations and different import sources.  The power systems of the countries meeting Afghanistan's import needs unfortunately operate asynchronously with one another and with Afghanistan (although the Turkmen system is synchronized with that of Iran).  Importing power from these different countries means that Afghanistan has to operate several separate power systems each synchronized with its neighboring supplier or with its own domestic supply (which is itself not synchronized).  While this has helped Afghanistan grow its electricity consumption over the last five years, asynchronous supplies limit the opportunities to interconnect to improve security of supplies and expand the power network in a rational way.



11.	For operational purposes, the network  is divided into four major working groups linking different supply sources to the grid:  i)  the North East Power System (NEPS), which consists of multiple small islands and connects 17 load centers including Kabul, Mazar-e-Sherif, and Jalalabad with Tajikistan and Uzbekistan (at 220 kV, 110 kV, and 35 kV); ii)  the South East Power System (SEPS) consisting of Khandar and linking with Kajaki (110 kV); iii) the Herat System linking with the Islamic Republic of Iran and the Republic of Turkmenistan (132 kV and 110 kV); and iv) the Turkmenistan System linking Herat Faryab, JawzJan, Sar-e-Pul, and Andkhoy Districts (110 kV).  Note that because the NEPS receives power from both Uzbekistan and Tajikistan, as well as a number of domestic generating stations, parts of the system operate in asynchronous mode.



12.	Expanding and inter-connecting the grid is a top priority for the Government of the Islamic Republic of Afghanistan (GoIRA).  Grid supply is typically more reliable than off-grid as alternative sources of generation are available if one fails.  Generating stations can be located close to the source (essential with hydroelectric power) even if there is no demand nearby.  In addition, an inter-connected grid allows the system to take advantage of differences in the timing of demands thereby reducing the total need for capacity and creating a higher system load factor.  The recent commissioning of the Salma hydroelectric plant in Herat Province makes expansion of the grid in the region a timely initiative both to absorb the seasonal capacity of this plant, reduce imports and extend the benefits of grid supply to the local population.  



13.	Energy institutions. The Ministry of Energy and Water (MEW) oversees the energy sector in Afghanistan. Up until 2009, Afghanistan’s power utility was a department of the MEW under the name of Da Afghanistan Breshna Moasessa. Since the power utility was spun off, the MEW has been increasingly focused on policy, strategy, and planning issues. The MEW has taken the lead on the preparation of the NESP and the Power Sector Master Plan. The MEW is also leading the dialogue with Afghanistan’s neighbors and donors. The power utility, which currently remains vertically integrated, was set up under the name of the DABS. The DABS has been able to establish itself as a financially independent and commercially viable entity while remaining under state ownership. Initially, the DABS was only responsible for the daily operation of the transmission and distribution system, but it is increasingly also carrying out its own investment program.



14.	The DABS is incorporated and governed by an independent board, which is constituted by different government agencies, with the Ministry of Finance (MoF) holding 45 percent of the ownership of the DABS, the MEW holding 35 percent, and 10 percent each with the Ministry of Economy and Ministry of Urban Affairs. The DABS’ financial performance has improved significantly since it was spun off from the MEW, and in 2014 it did not need subsidies from the government to support its operations. Over the past seven years, energy losses were reduced from 54 percent to 26 percent. The DABS nevertheless faces significant challenges, including overstaffing and under-qualification of staff; poor customer management, billing, and collection; and tariffs that do not fully recover costs. Support to strengthen its institutional, financial, and human capacity is needed to improve the power system of the country.



C. Relationship to CPF



15.	The proposed Project is closely aligned with the second of three pillars of the 2016 Country Partnership Framework (CPF) for Afghanistan covering the period from 2017 to 2020; specifically, ‘Supporting Inclusive Growth’. Increasing power generation and access to electricity is one of five objectives under this pillar, and outcome indicators include increasing generation from domestic sources, increasing the supply of grid electricity, and increasing the number of ‘households with access to the grid.  The Project is also consistent with the first and third pillars – ‘Building Strong and Accountable Institutions’ which aims to build the capacity and self-reliance of government institutions and improving service delivery, and ‘Social Inclusion’ which is aimed at reducing differences among the population in terms of access to services and vulnerability to shocks.  





		PROPOSED PDO/RESULTS







A. Proposed Development Objective(s)



Note to Task Teams: The PDO has been pre-populated from the datasheet for the first time for your convenience. Please keep it up to date whenever it is changed in the datasheet.







Provide electricity to households and businesses in Herat Province, Afghanistan, in a safe and technically and environmentally, and socially sustainable way.



B. Key Results



The following indicators will be used to track progress in achieving the PDO:



· Number of new households connected to the grid;

· Number of community institutions connected to the grid (health centers, schools, community centers, etc.);

· Kilometers of new 110kV transmission lines constructed; and

· Capacity of new 110kV substations constructed.



The proposed indicators will be reviewed and finalized during project preparation.





		PROJECT CONTEXT







A. Concept



1. Description

16.	The proposed Project will improve electrification rates in Herat province, focusing on Chesht, Hobai, Karrokh and Pashtun-Zarghoon districts, thereby targeting a total of about 200,000 people who are currently without access to the electricity grid. It will finance (i) the construction of a 25 km 110 kV tapping Line from a new substation in Karokh (to be built under the project), Herat province, to an existing substation between the city of Herat and Salma dam, (ii) the construction of 4 new substations (110/20 KV) in four districts of Herat province (Chesht, Hobai, Karrokh and Pashtun-Zarghoon), and (iii) the supply of goods needed to construct distribution networks in adjacent communities (to be installed by DABS). The Project will also finance assistance to the implementing agency, DABS, for procurement and project management, as well as assistance to the MEW in developing the legal and regulatory framework for grid integration.  The proposed Project will have two main components; an investment component covering the transmission lines, substations and distribution networks to be constructed to supply the additional communities located between the city of Herat and Salma Dam, and a Technical Assistance (TA) component to assist with procurement and project management, provide intuitional strengthening to DABS, and support the further extension and integration of the grid.  These are described further below:



18.	Component 1 – Electrification of Herat Province: This component will support investments for building a new 110 kV transmission line, and four 110/20 KV substations and medium & low voltage distribution networks in four districts of Herat Province. The scope of the work includes:

· Design, supply and installation of lattice towers, overhead conductors, OPGW wires, insulators, grounding arrangement, foundations & civil works and all necessary fittings and equipment to construct a 25 km tapping transmission line to the new substation near Karokh from existing 110 KV transmission line between the existing Noor-ul-Jahad substation near Herat city and Salma dam.



· Design, supply and installation of power transformers, auxiliary transformers, switchgear, circuit breakers, surge arresters, CTs, PTs, protection arrangement, grounding arrangement and all necessary equipment and civil work to construct four 110/20 kV substations each with the capacity of 10 MVA in the districts of Chesht, Hobai, Karrokh and Pashtun-Zarghoon of Herat Province.



· Supply of distribution transformers, overhead line & fittings, underground cables, aerial bunched cables (ABC), protection and associated distribution equipment, etc. for electrification of the household in in the districts of Chesht, Hobai, Karrokh and Pashtun-Zarghoon of Herat Province. Installation of distribution networks will be done by DABS.



19.	Component 2 – Technical Assistance: This component will finance technical assistance to insure timely and quality completion of the project, to enhance DABS capacity in procurement, engineering studies and project management, and to prepare a foundation for further extension and integration of the grid in Herat Province. The overall scope of this component includes:

· Feasibility study, supervision of works and capacity building of local engineering capacity: This task would involve the preparation of a feasibility study and supervision of works under the Project as a means of providing hands-on training for 2-3 departments in DABS and/or MEW on becoming supervision consultants for similar projects going forward. Performance of international supervision consultants for energy projects in Afghanistan has been not good and transfer of knowledge did in general not happen. One of the key reasons for such non-performance has been the inability to attract highly performing staff to Afghanistan. It is therefore being considered to use UNOPS as a vehicle to bring better performing individuals to Afghanistan, and to create institutional capacity that would allow for in-house work by DABS and MEW going forward. These departments will be identified ahead of appraisal and the potential for commercialization of these departments will also be considered. 

· Environmental and social safeguards measures: Social & Environmental impacts of the projects are expected to be small. An environmental and social management framework (ESMF) and a stand-alone Resettlement Policy Framework (RPF) will be prepared to guide preparation of site-specific ESMPs and RAPs (where needed). A social assessment will be conducted to identify if any land acquisition or resettlement will be necessary and to plan any social impact mitigation. 

· Studies for further grid extension: this component will also support a feasibility study to investigate synchronization options and further grid extension in Herat province including geo-spatial analysis and load flow study of the system.

· Development of a Grid Code:  Technical assistance would also support the review of existing standards and procedures and the preparation of a Grid Code for the Afghan power system consistent with best international practices.





2. Overall Risk and Explanation



20.	The key risks and issues associated with the proposed project are as follows:



21.	Implementation capacity of DABS.  Until recently DABS was responsible only for the operation and maintenance of the power supply network, and has had little involvement in the implementation of new projects.  This is changing and the agency is currently also involved as the implementing agency in another IDA project (the Naghlu Hydropower Rehabilitation Project). While providing valuable experience, these responsibilities may limit DABS’ capacity to take on another major construction project. The World Bank plans to alleviate the agency’s responsibilities under the current project by providing procurement and project management assistance to DABS and by using a Supply and Install (S&I) contract for the bulk of the construction component. Even with such arrangements, it may still be quite challenging to prepare the project and find the supervision consultant under the tight timeline. By packaging the feasibility study, supervision of works, and capacity building into one service contract, potentially with UNOPS, the project preparation and implementation will be hinged on the performance of this single Consultant.



22.	Security concerns:  While Herat Province has been relatively secure, recent months have seen a marked increase in incidents of insurgency both in traditional trouble spots and in new areas as the Taliban has stepped up its opposition. In terms of risk mitigation, Herat city and province have been largely stable.  With two major airports and a location on the Ring road, troops could readily be moved into the area to counteract security concerns.   



23.	Higher than budgeted bids: There is a potential risk that the actual bids received may be higher than the estimated ones. While the cost estimate has made allowance for the relatively high costs of construction in Afghanistan, this project may be perceived as carrying more complexity or risk than that associated with other ongoing transmission and distribution projects.  This risk will be mitigated by encouraging competition and making sure the project has built-in contingency.



24.	Failure of local populations to take advantage of the opportunity for grid connection:  Households, institutions and enterprises in the project area may be dis-inclined to take advantage of the opportunity to connect to the grid.  In some instances, households may feel they are adequately served by existing coping strategies (solar home systems, solar lamps), and/or that they are unable to afford the equipment that would particularly benefit from grid connection (e.g. air conditioners, refrigeration).   While it is expected that grid supply will be less costly than the alternatives that are currently being used by the population, it is proposed to keep the cost of grid connection, as well as the purchase price of electricity at attractive levels, in part by ensuring that the Grant to the GoIRA continues to be on-granted to DABS.  



25.	Technology Risk:  The technologies being implemented under the Project are well established and unlikely to generate any risk apart from that inherent in the relative inexperience of DABS.   Most of the transmission network is 110 KV so the new lines and substations will be familiar.  Notwithstanding, the Project aims to provide expert assistance to DABS both in the procurement and construction of the new facilities.



26.	Safeguards-related risk: The full scope of environmental and social impacts will not be known until the design and engineering phases of the Project are completed which means that there will be some uncertainty about the extent to which land acquisition, resettlement, and damage to the environment may become issues.  During project preparation, the team will ensure that there are adequate procedures in place to ensure that these impacts are addressed in a satisfactory manner.  In addition, contingency in the project budget allows for relocation of project facilities in the event of significant adverse impacts.   



27.	Overall risk: Given DABS’ relatively weak capacity, the security risks inherent in working in the country, and the uncertainty about affordability and hence about market size, the team proposes to rate the overall risk during project preparation as “Substantial.”





B. Economic Analysis



1. Briefly describe Project's development impact in terms of expected benefits and costs



28.	The proposed Project will provide grid based electricity supply to the households, institutions and enterprises located in areas near the main transmission line between the provincial capital of Herat and Salma Dam.  It will be an affirmation that monies spent on development in the country can directly benefit the local populations.  The expectation (to be confirmed during appraisal) is that households in the communities targeted by the project follow the energy consumption pattern of rural households surveyed as part of the 2013-2014 ALCS.  Many will already have some form of access to electricity, but in many instances access will be inadequate to do more than provide one or two direct current (DC) lights. Even where there are community mini-grids, reliability will be limited and costs will be high.  The cost of backup electricity sources is likely to be even higher.  Kerosene lighting and diesel or petrol fired self-generation carry extremely high costs per kWh.  In addition, in many of these communities, public institutions like schools and health centers may not have any access to electricity supply.



29.	The development benefits of the Project are therefore seen as:



· Providing households and community organizations that currently lack access to electricity with a less costly means of acquiring services such as lighting, information, entertainment and the like, as well as the opportunity to enjoy new services that are only viable owing to access to low cost electricity



· Providing households and community organizations in the project area which currently have access to electricity from distributed sources with a less costly, more reliable supply of electricity



· Improved quality of services offered by community institutions such as health centers and schools with inherent benefits to the adjacent population.  



· Reducing the inequities between urban and rural populations in terms of electricity access.



30.	Project costs will include the capital and operating costs of the new lines, substations, and distribution facilities as well as the cost of acquiring the electricity supplied to the new customers – most likely a combination of the cost of generation at interconnected facilities and the cost of imports into Herat Region.  



31.	Other expected benefits of the Project include strengthening the capacity of DABS to implement electrification projects and facilitation of the process of integrating the grid, both internally and with neighboring countries, by codifying the rules for interconnection.



2. Rationale for public sector provision/financing, if applicable



32.	A key focus of the GoIRA is to improve the delivery of services, particularly to the rural population, with a view to fostering the economic growth that would create job opportunities for a growing labor force.  While access to grid electricity is by no means a sufficient basis for growth, it is definitely an important component of a supportive environment.  Also, insofar as better electricity access can contribute to improved outcomes in education and health care, it also contributes to the development of a physically and mentally competent pool of human capital.  



33.	While the private sector has an important role to play in the improved delivery of electricity supply, its role is typically confined to providing new generation, either under long term purchase arrangements or in competition with other suppliers in an open market.  As the country becomes more stable, it may also have a role to play in the development, ownership and operation of some of the distribution networks, especially once a suitable legal and regulatory framework is put in place.  However, at the current juncture, investments such as those being proposed under the current project must be the responsibility of the public sector, leaving what is already limited private investment to areas more suited to their capabilities and risk tolerance.



3. Value added of Bank's support



34.	The key value additions that the World Bank’s support is expected to facilitate are as follows:

· Knowledge and guidance on international best practices in the expansion of transmission and distribution networks.

· Mobilization of concessional grant finance to lower the cost of supply to rural populations.

· Provision of procurement best practices to minimize the risk of corruption and to ensure that costs are kept to a minimum.

· Support for the institutional development of important public sector agencies responsible for development of electricity supply.

35.	Support for the legislative and regulatory framework needed to facilitate integration of the Afghanistan power grid, both internally and with the grids of other countries.



4. Brief description of methodology/scope and next steps



36.	As regards the economic analysis, a cost-benefit analysis will be carried out during appraisal, based on World Bank guidelines, to assess the economic viability of the proposed Project.  The primary – and most easily quantified - benefits of the Project are expected to accrue through the welfare gains of the local populations associated with having access to a more substantial and reliable supply of electricity.  These welfare gains accrue in large part through the reduced cost of acquiring a wide range of services that are already being consumed (lighting, information access, entertainment, motor drives).  There is also likely to be some consumer surplus attached to new services that are available (and more affordable) as a result of access to   electricity such as refrigerators, computers, air conditioners and the like.  



37.	However, empirical studies have had difficulty in determining the extent, if any, to which willingness to pay for these added services exceeds the actual electricity tariff, and the most conservative approach would be to ignore the consumer surplus associated with these induced demands.   Apart from the welfare gains attached to energy cost savings, there are also a number of less easily quantified benefits in the form of improved health care and education facilities, and business and employment opportunities that become viable with access to the grid.



38.	An important input into the economic analysis will be the data that could be extracted from further analysis of the 2013-2014 ALCS.  To date, information on electricity access, appliance ownership, energy use and expenditure has been consolidated mainly at the national level.  A first step in the economic analysis of the proposed project will be to work with the team responsible for analysis of the ALCS data to compile these data on a provincial level, with a view to tailoring the economic work to the specific characteristics of populations in the project areas.  



39.	Evaluation of the Project’s economic viability will be based on estimates of its Economic Rate of Return (EIRR) and Net Present Value (NPV) under a set of based case conditions with respect to costs, demand and other key assumptions.  A risk assessment will also be carried out to assess how the Project’s viability is affected by uncertainties surrounding the future value of these assumptions.



C. Implementing Agency Assessment



40.	As noted earlier, the DABS faces significant challenges, including overstaffing and under-qualification of staff; poor customer management, billing, and collection; and tariffs that do not fully recover costs.  Other IDA projects, however, have already invested significant sums in institutional strengthening, including the Dabs Planning and Capacity Support project (P131228) and the Naghlu Hydropower Rehabilitation Project ((P132944).  In addition, USAID has allocated resources to assisting the utility in a number of operating areas.



41.	The project design incorporates extensive support for the DABS, both through the use of design/supply/install contracts for lines and substations and through the provision of consultants to assist with planning, procurement and project management.  At the same time, working together with these consultants will provide useful experience for DABS to enhance their ability to manage future projects with less assistance.
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BASIC INFORMATION


  A. Basic Project Data OPS TABLE
Country	Project ID	Parent Project ID (if any)	Project Name
Afghanistan	P162022		Herat Electrification Project (P162022)
Region	Estimated Appraisal Date	Estimated Board Date	Practice Area (Lead)
SOUTH ASIA	Feb 01, 2017	Mar 16, 2017	Energy & Extractives
Lending Instrument	Borrower(s)	Implementing Agency	
Investment Project Financing	Ministry of Finance	Da Afghanistan Breshna Sherkat (DABS)	

Proposed Development Objective(s) 		Provide electricity to households and businesses in Herat Province, Afghanistan, in in a safe and technical and environmentally and socially sustainable way.	
 Financing (in USD Million)
Financing SourceAmountIDA Grant  35.00Total Project Cost  35.00

Environmental Assessment CategoryConcept Review DecisionB-Partial Assessment 



SAFEGUARDS_TABLE_OPS
Have the Safeguards oversight and clearance functions been transferred to the Practice Manager? (Will not be disclosed)
No
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		Other Decision (as needed)











		B. Introduction and Context



		



		Country Context







Afghanistan’s development in the modern era has suffered from frequent periods of political upheaval, accompanied by recurring conflict.  The 10-year Soviet war against the country (1979 – 1989) was followed by a 3-year civil war between competing Islamic factions and by the subsequent rise of the Taliban and their establishment of the Islamic Emirate of Afghanistan in 1996.  Conflict continued between the Taliban and the Islamic tribes through until 2001, during which time the turmoil created an ideal environment for the establishment of what were considered to be terrorist training camps.  After the September 11, 2001 attacks on the US, and the Taliban’s refusal to intervene against locally based insurgents, British and American forces began an aerial bombing campaign against the Taliban and suspected Al Quaeda locations.  Finally, in December of 2001, the United Nations Security Council authorized the creation of the International Security Assistance Force (ISAF) to help maintain security in Afghanistan.  Hamid Karzai was appointed as head of the Interim Administration and was elected as President 3 years later in 2004.  



The 13-year mission of ISAF, which involved as many as 51 NATO countries and 130,000 forces at its peak, was mandated to provide ongoing security and to train Afghan forces, although it was frequently required to deal with ongoing conflict with Taliban forces and security was an elusive objective.  Ultimately, the participating countries chose to stand down their forces, and by late 2014, the NATO forces formally handed responsibility over to Afghan security personnel.  NATO maintained a force of 12,000 personnel, and the US is keeping over 8,000 troops in the country to the end of 2017, but the peacekeeping force is drastically reduced even though violence and insurrection continue.  



The withdrawal of the international forces has created a major gap in the Afghan economy.  The aid and activity associated with their involvement supported a period of economic expansion with annual growth averaging 9.4 percent between 2003 and 2014.  However, with the drawdown of international security forces and associated reductions in aid flows since 2012, economic growth has slowed dramatically to 1.3 percent in 2014 and an estimated 1.5 percent in 2015. A disruptive and prolonged political transition following the disputed outcome of the 2014 election further aggravated the situation as internal divisions within the National Unity Government slowed reforms and delayed the appointment of key officials. Private sector investment was further undermined by a record level of conflict related casualties, with over 3,500 civilian deaths and 7,500 injuries in 2015.  



Currently Afghanistan is one of the least developed countries in the world, with a per capita GDP in 2014 of US$ 634.  The 2015 UN Human Development Index ranked it at 171 out of 188 countries.[footnoteRef:2]  The economy is based largely on services, which represent over 50 percent of GDP.  Agriculture represents roughly 25 percent, while manufacturing (much of it based on food processing) and mining constitute the balance.  Based on the 2013-2014 Afghanistan Living Conditions Survey[footnoteRef:3] (ALCS), over 39 percent of the population lived in poverty – up from 36 percent in 2012, and unemployment stood at 22.6 percent of the labor force.  There are also disparities in the incidence of poverty with poverty rates in rural areas approximately 10 percentage points higher than in urban centers.   [2:    UNDP, Human Development Report 2015, Work for Human Development, Statistical Annex]  [3:    Central Statistics Organization (2016), Afghanistan Living Conditions Survey 2013-14. National Risk and Vulnerability Assessment. Kabul, CSO] 




Slow growth, an unstable political situation, and ongoing insurgency create a challenging environment going forward.  The country is already suffering from under-utilization of resources - both labor and capital.  The problem is compounded by the rapid population growth and the large number of young people who will be entering the labor force in the coming years as over 44 percent of the current population is under the age of 15.  New sources of economic growth, including new employment opportunities, are needed to absorb the existing surplus of inputs, as well as new entrants to the labor pool



		Sectoral and Institutional Context







Electricity Supply and Demand:  Power supply in Afghanistan is delivered through a combination of grid-based systems, mini-grids and stand-alone facilities.  While 89 percent of households reported having access to electricity in the 2013-2014 ALCS, only 29.7 percent received their power from the grid.  Rural and urban areas differed markedly in this regard, however. In accordance with Afghanistan’s Masterplan (2013), overall electrification of the country will reach 65 percent by 2032 with an expected peak load of 27.5 MW.  



Grid supply dominates for urban households, with 89 percent reporting grid access, but it represents the primary supply source for only 11 percent of electrified rural households.  Rural areas are dominated by mini grids and stand-alone systems, based primarily on solar and small hydros.  Over 5,000 micro hydro plants have been constructed under the National Solidarity Program (NSP) to provide supply to small groups of households in rural communities. Electrification across Afghanistan is also quite heterogeneous across the country’s 34 provinces (or “wilayat”). Herat is among those provinces that are expected to have the highest load growth in Afghanistan.



Households dominate the customer base, representing almost 93 percent of grid connections, while commercial customers represent just under 7 percent and government agencies less than 1 percent.  Total supply from the grid in 2015-16 was 4,773 GWh, of which 3,767 or 80 percent was imports. Uzbekistan was the main source of external supply (1,284 GWh), followed closely by Turkmenistan (1,184 GWh).  Iran supplied 827 GWh and Tajikistan supplied 471 GWh.  Domestic generation totaled 1,007 GWh, and was almost exclusively (96 percent) hydro.  



Existing power system:  In mid-2015 there were 12 hydropower plants in Afghanistan, not counting the over 5,000 off-grid NSP hydropower plants. The two largest among those are Naghlu Hydropower Plant at 100 MW installed capacity and Mahipar Hydropower Plant at 66 MW installed capacity. A new 42 MW hydro at Salma in Herat province was opened in June 2016, and work continues on developing an additional 18 MW of capacity at the Kajaki Hydropower Plant in the south of the country.   There are 9 thermal plants connected to the grid, with a total rated capacity of approximately 209 MW.  Another 8 small plants with an aggregate capacity of 12 MW operate off grid.  All of the thermal capacity is diesel fired.  The power generation mix is run to minimize costs by favoring cheap power from abroad and the use of domestic hydropower over thermal and diesel power plants. The government plans to continue increasing import capacity through projects set out in the National Energy Supply Program (NESP).



The Afghan transmission system is highly fragmented, consisting of isolated grids or islands supplied by different power systems including different generating stations and different import sources.  The power systems of the countries meeting Afghanistan's import needs unfortunately operate asynchronously with one another and with Afghanistan (although the Turkmen system is synchronized with that of Iran).  Importing power from these different countries means that Afghanistan has to operate several separate power systems each synchronized with its neighboring supplier or with its own domestic supply (which is itself not synchronized).  While this has helped Afghanistan grow its electricity consumption over the last five years, asynchronous supplies limit the opportunities to interconnect to improve security of supplies and expand the power network in a rational way.



For operational purposes, the network  is divided into four major working groups linking different supply sources to the grid:  i)  the North East Power System (NEPS), which consists of multiple small islands and connects 17 load centers including Kabul, Mazar-e-Sherif, and Jalalabad with Tajikistan and Uzbekistan (at 220 kV, 110 kV, and 35 kV); ii)  the South East Power System (SEPS) consisting of Khandar and linking with Kajaki (110 kV); iii) the Herat System linking with the Islamic Republic of Iran and the Republic of Turkmenistan (132 kV and 110 kV); and iv) the Turkmenistan System linking Herat Faryab, JawzJan, Sar-e-Pul, and Andkhoy Districts (110 kV).  Note that because the NEPS receives power from both Uzbekistan and Tajikistan, as well as a number of domestic generating stations, parts of the system operate in asynchronous mode.



Expanding and inter-connecting the grid is a top priority for the Government of the Islamic Republic of Afghanistan (GoIRA).  Grid supply is typically more reliable than off-grid as alternative sources of generation are available if one fails.  Generating stations can be located close to the source (essential with hydroelectric power) even if there is no demand nearby.  In addition, an inter-connected grid allows the system to take advantage of differences in the timing of demands thereby reducing the total need for capacity and creating a higher system load factor.  The recent commissioning of the Salma hydroelectric plant in Herat Province makes expansion of the grid in the region a timely initiative both to absorb the seasonal capacity of this plant, reduce imports and extend the benefits of grid supply to the local population.  



Energy institutions. The Ministry of Energy and Water (MEW) oversees the energy sector in Afghanistan. Up until 2009, Afghanistan’s power utility was a department of the MEW under the name of Da Afghanistan Breshna Moasessa. Since the power utility was spun off, the MEW has been increasingly focused on policy, strategy, and planning issues. The MEW has taken the lead on the preparation of the NESP and the Power Sector Master Plan. The MEW is also leading the dialogue with Afghanistan’s neighbors and donors. The power utility, which currently remains vertically integrated, was set up under the name of the DABS. The DABS has been able to establish itself as a financially independent and commercially viable entity while remaining under state ownership. Initially, the DABS was only responsible for the daily operation of the transmission and distribution system, but it is increasingly also carrying out its own investment program.



The DABS is incorporated and governed by an independent board, which is constituted by different government agencies, with the Ministry of Finance (MoF) holding 45 percent of the ownership of the DABS, the MEW holding 35 percent, and 10 percent each with the Ministry of Economy and Ministry of Urban Affairs. The DABS’ financial performance has improved significantly since it was spun off from the MEW, and in 2014 it did not need subsidies from the government to support its operations. Over the past seven years, energy losses were reduced from 54 percent to 26 percent. The DABS nevertheless faces significant challenges, including overstaffing and under-qualification of staff; poor customer management, billing, and collection; and tariffs that do not fully recover costs. Support to strengthen its institutional, financial, and human capacity is needed to improve the power system of the country.



		Relationship to CPF







The proposed Project is closely aligned with the second of three pillars of the 2016 Country Partnership Framework (CPF) for Afghanistan covering the period from 2017 to 2020; specifically, ‘Supporting Inclusive Growth’. Increasing power generation and access to electricity is one of five objectives under this pillar, and outcome indicators include increasing generation from domestic sources, increasing the supply of grid electricity, and increasing the number of ‘households with access to the grid.  The Project is also consistent with the first and third pillars – ‘Building Strong and Accountable Institutions’ which aims to build the capacity and self-reliance of government institutions and improving service delivery, and ‘Social Inclusion’ which is aimed at reducing differences among the population in terms of access to services and vulnerability to shocks.  



C. Proposed Development Objective(s) 
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Provide electricity to households and businesses in Herat Province, Afghanistan, in a safe and sustainable way.



Key Results (From PCN)



The following indicators will be used to track progress in achieving the PDO:



· Number of new households connected to the grid;

· Number of community institutions connected to the grid (health centers, schools, community centers, etc.);

· Kilometers of new 110kV transmission lines constructed; and

· Capacity of new 110kV substations constructed.



The proposed indicators will be reviewed and finalized during project preparation.



D. Concept Description



The proposed Project will improve electrification rates in Herat province, focusing on Chesht, Hobai, Karrokh and Pashtun-Zarghoon districts, thereby targeting a total of about 200,000 people who are currently without access to the electricity grid. It will finance (i) the construction of a 25 km 110 kV tapping Line from a new substation in Karokh (to be financed under the project), Herat province, to an existing substation between the city of Herat and Salma dam, (ii) the construction of 4 new substations (110/20 KV) in four districts of Herat province (Chesht, Hobai, Karrokh and Pashtun-Zarghoon), and (iii) the supply of goods needed to construct distribution networks in adjacent communities (to be installed by DABS). The Project will also finance assistance to the implementing agency, DABS, for procurement and project management, as well as assistance to the MEW in developing the legal and regulatory framework for grid integration.  The proposed Project will have two main components; an investment component covering the transmission lines, substations and distribution networks to be constructed to supply the additional communities located between the city of Herat and Salma Dam, and a Technical Assistance (TA) component to assist with procurement and project management, provide intuitional strengthening to DABS, and support the further extension and integration of the grid.
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  SAFEGUARDS


A. Project location and salient physical characteristics relevant to the safeguard analysis (if known)

The project is located in Herat Province and includes Chesht, Hobai, Karrokh and Pashtun-Zarghoon districts. It is expected that the selected project corridor will pass both rural and urban areas, with possible agricultural land or bush-land of low biodiversity value.

Construction, operation and maintenance of transmission line have short term effects on the environment and people. Most of the adverse environmental and social impacts are result of construction and maintenance activities. Installation of transmission towers, construction of access roads, rights-of-way (ROW) clearing and site preparation may lead to temporary loss of vegetation and associated fauna, soil disturbance and erosion, increased runoff and sedimentation of water bodies. Transmission lines may often cross streams, water bodies and wetlands and may have direct or indirect adverse impacts on water-life in the streams and other water bodies from excavation, stockpiles, land clearing and access roads. Furthermore, it can also leads people’s temporary or permanent physical displacement, including loss of assets, land and livelihoods.

Nevertheless, expected adverse environmental and social impacts will be avoided and/or mitigated through provisions adopted during the project preparation phase and/or the development of the transmission line route design. The proposed project is rated as category-B since proposed activities during construction and operations phases, at this concept stage, are not comprehensive but predictably will not cause any major or irreversible environmental and social impacts on project area and its area of influences. 


B. Borrower’s Institutional Capacity for Safeguard Policies

At national level, DABS has many years’ experience in managing World Bank supported projects including a category-A project where stringent safeguards guidelines are applied. However, at subnational level, the capacity would be significantly lower. Therefore there will be capacity building and further institutional arrangements under the project through technical assistance in Component 2. The availability of the safeguards specialists and their capacity to handle the safeguard instruments will be fundamental to guide the implementation of this project, while ensuring that WB safeguards policies and applicable national environmental and social regulations are fully complied with. In the event of detailed ES assessment obligations, a borrower will hire a firm to conduct comprehensive social and environmental impact assessment studies in the planned power supply and distribution corridors.
   
Under the project an Environmental and Social Management Framework (ESMF) and a Resettlement Policy Framework will be prepared to guide the handling of safeguards, and will supplement all the above with targeted training of both the client and beneficiaries in environmental and social management aspects. 


C. Environmental and Social Safeguards Specialists on the Team

Mohammad Yasin Noori, Obaidullah Hidayat

D. Policies that might apply

Safeguard Policies	Triggered?	Explanation (Optional)
Environmental Assessment OP/BP 4.01	Yes	Activities described under component 1 suggest the triggering of OP/BP 4.01 (Environmental	Assessment) since this component will support investments for the construction of a new 110 kV transmission line, four 110/20 kV substations and medium & low voltage distribution networks in four districts of Herat Province. Since the environmental and social footprint details cannot be predicted at concept state, the Borrower will prepare an Environmental and Social Management Framework (ESMF). The ESMF will further guide if detailed impact assessment were needed. It will also include a screening of the transmission corridor to determine (i) whether a full Environmental and Social Impact Assessment (ESIA) will be needed in addition to the required Environmental and Social Management Plan (ESMP), and (ii) whether the transmission line is linked to other existing or planned activities. The ESMP will be prepared to mitigate any negative impacts while maximizing the positive effects of the project. The ESMP will provide guidance with a detailed institutional arrangement and monitoring and evaluation mechanism, a Grievance Redress Mechanism (GRM), including an estimated budget to allow sound and adequate implementation of the ESMP. The ESMP will be binding to the civil works contracts as part of the Environmental and Social Clauses during project implementation stage. These instruments will also a chance finds approach to comply with OP/BP 4.11- Physical Cultural Resources requirements, and Natural Habitats (OP/BP 4.04). Once finalized, the Borrower will disclose the ESMF and site-specific ESMP in-country and at the InfoShop prior to appraisal.	
Natural Habitats OP/BP 4.04	TBD	Depending on the power generation origin and probabilities of crossing any reserved natural habitat, triggering of this policy will be decided during project appraisal stage.
Forests OP/BP 4.36	TBD	Whether this policy will need to be triggered will be assessed during preparation.
Pest Management OP 4.09	No	No herbicides will be used to control weeds under the transmission lines and in the substations.
Physical Cultural Resources OP/BP 4.11	TBD	Since the specific location of all activities, particularity the route of the 25  km transmission line and distribution networks are yet to be identified, cultural property impacts are not known at this point. The ESMF will have provisions to identify impacts and prepare mitigation measures.		The ESMF will also comprise guidelines for Chance Find Procedures according to national law.
Indigenous Peoples OP/BP 4.10	No	This policy is not triggered as there are no indigenous people in the project area that meet the criteria of OP/BP 4.10.
Involuntary Resettlement OP/BP 4.12	Yes	This policy is triggered because the proposed activities under Component 1 - an investment component covering the transmission line, substations and distribution networks to be constructed to supply the communities located between the city of Herat and Salma Dam – may include some land acquisition. Since the precise details of all activities, particularly routes of the transmission line and the distribution networks cannot be identified before project appraisal, the Borrower will prepare an Environmental and Social Management Framework (ESMF) and a stand-alone  Resettlement Policy Framework (RPF) for the proposed project to guide the preparation of Resettlement Action Plans (RAPs) or Abbreviated RAPs (where needed).		The ESMF will include terms of reference for social impact assessment and RAPs.		The ESMF and RPF will be subject to consultation and disclosed in-country and at the World Bank’s Infoshop prior to project appraisal. 	
Safety of Dams OP/BP 4.37	No	No dams will be affected by the project.
Projects on International Waterways OP/BP 7.50	No	No project activities will take place on international waterways.
Projects in Disputed Areas OP/BP 7.60	No	There is no known disputed area in the project area of influence.


E. Safeguard Preparation Plan 

Tentative target date for preparing the Appraisal Stage PID/ISDS

Feb 01, 2017

Time frame for launching and completing the safeguard-related studies that may be needed. The specific studies and their timing should be specified in the Appraisal Stage PID/ISDS


Dedicated studies are to be launched within the next few weeks.


CONTACT POINT


World Bank
Fanny Kathinka Missfeldt-Ringius, Hung Tan TranSenior Energy Economist


Borrower/Client/Recipient
	Ministry of FinanceEklil Ahmad  HakimiMinister of FinanceMohammad.alkozay@mof.gov.af


Implementing Agencies
	Da Afghanistan Breshna Sherkat (DABS)Qudratullah  DelawariChief Executive Officerqdelawari@dabs.af
	
FOR MORE INFORMATION CONTACT
The World Bank	1818 H Street, NW	Washington, D.C. 20433	Telephone: (202) 473-1000	Web: http://www.worldbank.org/projects 	
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Task Team Leader(s):Fanny Kathinka Missfeldt-Ringius, Hung Tan Tran
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