Investing in
Grid-connected
Solar PV in
The Gambia
The Solar Power Project in The Gambia is planning to install 10.5
MW capacity across two regional grids, supplying 145,000 people
with clean energy through grid-connected households and shops.

COUNTRY CONTEXT AND OBJECTIVES
The electricity sector in The Gambia is characterized by a
heavy dependency on fuel imports needed to meet electricity
demands, since almost all electricity in the country is generated
through fuel oil combustion. The national electricity supplier
– the National Water and Electric Company (NAWEC) – is
under financial constraints and struggles to cover its operating
costs, making investing in additional renewable energy
capacity unfeasible without blended financing instruments.
The use of renewable energy and energy efficiency are
expected to contribute to almost 30 percent of The Gambia’s
Nationally Determined Contribution (NDC) to the Paris
Agreement, by 2030. With a planned capacity of 10.5 MW
to be implemented in Farafenni (6.0 MW) and Basse (4.5
MW), this Solar Power Project can contribute significantly
to the country-wide target of having 60 MW installed solar
power capacity by 2025.
This collaboration between UNDP and UNCDF will support
NAWEC add additional capacity through an Independent
Power Producer (IPP) to the two regional grids and reduce
operational costs due to reduced need for fossil fuels. As a
result, the project will not only help The Gambia contribute
towards its NDC, but it will also address many of the Sustainable
Development Goals (SDGs).

HOW THE SOLAR POWER PROJECT CONTRIBUTES
TO THE SDGS
SDG 3

It will reduce the use of fossil fuels that cause
air pollution and health risks

SDG 7

It will provide clean and affordable energy,
meeting the needs of approx. 145,000 people

SDG 8

By empowering private sector, it will create jobs
and stimulate economic activity, supporting
a green recovery from the COVID-19 crisis

SDG 9

Utilising solar PV technology and supporting
the clean infrastructure industry

SDG 13

It abates greenhouse gas emissions by
replacing the supply of fossil fuel generated
energy with renewable energy

SDG 17

It is being delivered and made possible
through a new multi-actor partnership for
sustainable development

IMPLEMENTATION APPROACH

PROJECT DETAILS

The Solar Power Project is made possible through the UNDPUNCDF partnership, that has supported The Gambia access
grant finance from the NAMA Facility, a multilateral donor,
and deliver an ambitious financial de-risking mechanism
to incentivize private sector investments.

Implementing partners

UNDP, UNCDF, NAWEC,
IPP, regional/ national
bank

Project size (EUR)

Total size, 21.7 million;
NAMA Facility grant, 10.6
million; national/ public
funds, 1.3 million; private
sector, 9.8 million.

Project time frame

From the NAMA
Facility’s grant/ reporting
perspective: 2020–2025

The NAMA Facility only supports projects that can demonstrate
the potential for climate change mitigation outcomes,
have a transformational impact within the specific sector,
market or region and also leverages private sector finance
for these activities. The requirement to leverage private
sector finance is to ensure that the projects are based on
a financially viable concept, can sustain themselves and
continue delivering impact beyond the beyond the fiveyear grant delivery time frame.
The Solar Power Project was designed to meet the needs
and objectives of The Gambia and NAWEC, as well as
address the requirements outlined above. The partnership
between UNDP and UNCDF has been essential to this
project. Without either partner’s involvement, the project
would be untenable.

UNDP’S ROLE
Building on its ongoing support to The Gambia in the
area of climate and energy, UNDP leveraged its strong
relationship with the government and its understanding
of the country’s needs to develop this opportunity.
Further, it brought in UNCDF to jointly design this
innovative and comprehensive technical and financial
implementation approach.
During project preparation, UNDP conducted the technical
feasibility studies for the two solar power plants and
launched an Expression of Interest for IPPs. Once the sites
were identified, UNDP supported the development of the
detailed tender documents and a set of agreements that
NAWEC needed in order to tender the project development
to private sector IPPs. This included the development of a
bankable Power Purchase Agreement, a Grid Connection
Agreement and a Land Sub Lease Agreement. UNDP
worked with its Global Procurement Unit to develop the
tender documents – to be launched as an ‘Invitation to
Bid’ – that include the predefined project design and a
pre-determined price per kWh.
UNDP will oversee the tender process and the selection of
the IPP, will manage the Project, and co-chair the Project

From the management of
the financing mechanism
and project outcome
perspective: 2020–2045.

PROJECT OUTCOMES
Greenhouse gas
emissions abated

322,019 tCO2e across the
26-year lifetime

People gaining
improvements in quality
of life (e.g. sustainable
energy supply to grid
connected households)

144,500

Installed solar PV
capacity

10.5 MW of solar PV
capacity installed. 6.0 MW
at Farafenni and 4.5 MW
at Basse.

Long term application
of the financial
mechanism for new
additions of solar
power in the energy
mix

Project finances have
capacity to support
the development of
two to three additional
installations totalling
30–40 MW.

Fossil fuel savings

103,088,466 litres across
the 26-year lifetime

Steering Committee. UNDP will also prepare two to three
additional feasibility studies for similar solar power plants
with a capacity of 10-20 MW each. The idea being that the
projects deemed financially viable through the feasibility
studies could then be supported through the same financing
mechanism (a PPA guarantee) that UNCDF will be overseeing
during the installation of the first two solar PV sites, as
defined above. This is in line with the project design and
the financially sustainable approach envisaged by the
NAMA Facility donors and implementing partners.

UNCDF’S ROLE
In order to ensure private sector finance is leveraged
in the NAMA Facility supported projects, the donors
require a ‘financial mechanism’ to be utilised in each
project. UNCDF is therefore, a crucial partner as they
have expertise and capacity to structure a financing
mechanism that addresses the unique challenges posed
by this project. The financing mechanism is expected to
mobilize capital investments from the private and public
sector into mitigation activities – i.e.: enabling a significant
leverage to the donor funds.
The project’s financial risk will be mitigated by the PPA
guarantee (to be issued by UNCDF using the grant provided
by the NAMA Facility), whereby the IPP will be paid from
the funds provided by the NAMA Facility (via the guarantee)
in case of payment default on NAWEC’s side. The PPA

guarantee provides potential payment guarantees in the
form of a standby Liquidity Support Facility and Partial Risk
Guarantee (‘Performance Guarantee’) in terms of the PPA
to be signed between the IPP (‘Guaranteed Party’) and
NAWEC. In the first instance, it shall provide full liquidity
support for the Guaranteed Party against late or defaulted
PPA payments under the PPA for the full duration of
defaulted payments until remedied or until Termination
payment is agreed or becomes legally binding, in terms of
the PPA. In the second instance, it shall provide payment
support for up to 70 percent of Termination payment due
under the PPA, in the case that such Termination payment
becomes legally binding (net of payments already made
under the liquidity facility). UNCDF would issue the PPA
guarantee, administer any payment calls thereunder and
monitor the guarantee for its entire duration.
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The PPA guarantee administered by UNCDF is the core
foundation of the project. The IPPs need this guarantee
to de-risk their investments into the solar power plants
and attract financing from external financial institutions/

to support developing and Least Developed Countries
such as The Gambia accelerate their development in a
sustainable and tangible way. The Solar Power Project will
address specific country challenges, such as:

lenders. Without it, they may deem the counterparty risk
to be too high and/or not see enough incentive to build
the solar power capacity.

• Low share of renewables and limited availability
of electricity

This coordinated approach between UNDP-UNCDF draws
on the different strengths and skills within the UN system,

• A poor financial situation of the national utility NAWEC,
the electricity offtaker

• High cost of diesel in electricity generation, imports
of fossil fuels

By addressing these challenges through this well-designed
and detailed approach that has been deliberated upon and
refined since 2016, the Solar Power Project is expected to
meet the needs of the beneficiaries (thereby, successfully
meeting the stringent requirements of the NAMA Facility).
Furthermore, the project is expected to leverage private
sector investments into renewable energy and support The
Gambia implement its low carbon development targets in
the energy sector, driving forward a green recovery from

the COVID-19 crisis and making progress on a number
of SDGs as well as the Agenda 2030.
This example sets a precedent for UNDP and UNCDF to
form additional partnerships around new project concepts
and work with the NAMA Facility to deploy more funds
towards meeting their ambitious vision to achieve the
Paris Agreement goals.
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