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THIS ACTION IS FUNDED BY THE EUROPEAN UNION

ANNEX 1

of the Commission Implementing Decision on the financing of the annual action plan in favour of the

Kingdom of Lesotho for 2022

Action Document for Renewable Lesotho

ANNUAL PLAN

This document constitutes the annual work programme in the sense of Article 110(2) of the Financial
Regulation, and action plans/measures in the sense of Article 23 of NDICI-Global Europe Regulation.

1 SYNOPSIS

1.1 Action Summary Table

1. Title

CRIS/OPSYS
business reference

Basic Act

Renewable Lesotho
CRIS number: NDICI AFRICA/2022/43702
OPSYS number: ACT-60795 / JAD.1005007

Financed under the Neighbourhood, Development and
Instrument (NDICI-Global Europe)

International Cooperation

2. Team Europe
Initiative

Yes

Green Deal Team Europe Initiative - Lesotho

3. Zone benefiting
from the action

The action shall be carried out in the Kingdom of Lesotho

4. Programming
document

Multi-Annual Indicative Programme 2021-2027

5. Link with relevant
MIP(s) objectives /
expected results

Specific objective 4 — To ensure energy security by reducing the imported electricity in
Lesotho, and improve energy access to reliable and affordable clean energy and promote
green growth

Specific objective 5 — To increase access to energy for all socio-economic sectors

Specific objective 6 — Improve Lesotho’s energy sector leadership and institutional
capacity

PRIORITY AREAS AND SECTOR INFORMATION

6. Priority Area(s),
sectors

Priority area 1 — Green and resilient economy, Energy

7. Sustainable
Development Goals
(SDGs)

Main SDG (1 only): 7 — Affordable and Clean Energy

Other significant SDGs (up to 9) and where appropriate, targets:
SDG 3 — Good Health and Well-Being

SDG 4 — Quality Education

SDG 5 — Gender Equality

SGD 6 — Clean Water and Sanitation
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https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32021R0947&from=EN
https://eur-lex.europa.eu/resource.html?uri=cellar:d2c24540-6fb9-11e8-9483-01aa75ed71a1.0002.02/DOC_1&format=PDF

SDG 8 — Decent Work and Economic Growth
SDG 9 — Industry, Innovation and Infrastructure
SDG 10 — Reduced Inequalities

SDG 11 — Sustainable Cities and Communities
SDG 13 - Climate Action

8 a) DAC code(s)

230 — Energy — 100%
231 — Energy Policy — 100%
232 — Energy generation, renewable sources — 100%

8 b) Main Delivery
Channel

Multilateral organisations — 40000
European Commission — Development Share of Budget — 42001

9. Targets L1 Migration
Climate
Social inclusion and Human Development
Gender
Biodiversity
O Education
1 Human Rights, Democracy and Governance
10. Markers General policy objective @ Not targeted | Significant | Principal
objective objective
(from DAC form) —
Participation development/good governance OJ O
Aid to environment @ O O
Gender equality and women’s and girl’s O O
empowerment
Trade development ] U]
Reproductive, maternal, new-born and child O O
health
Disaster Risk Reduction @ ] U
Inclusion of persons with 0 0
Disabilities @
Nutrition @ O O
RI1O Convention markers Not targeted | Significant | Principal
objective objective
Biological diversity @ ] ]
Combat desertification @ ] ]
Climate change mitigation @ O] U
Climate change adaptation @ O O
11. Internal markers . o Significant | Principal
and Tags: Policy objectives Not targeted objective objective
Digitalisation @ O [
YES NO
digital connectivity O
digital governance [
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http://www.oecd.org/dac/stats/addenda-converged-statistical-reporting-directives.htm
https://one.oecd.org/document/DCD/DAC/STAT(2018)9/ADD2/FINAL/en/pdf
https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&ved=2ahUKEwib--aLwMPvAhUEmVwKHRuhChgQFjACegQIAhAD&url=https%3A%2F%2Feuropa.eu%2Fcapacity4dev%2Ffile%2F108781%2Fdownload%3Ftoken%3DyYLReeC6&usg=AOvVaw1Zs4QC6PHxpt_vhNwV13eZ
https://www.oecd.org/officialdocuments/publicdisplaydocumentpdf/?cote=DCD/DAC/STAT(2020)48&docLanguage=En
https://scalingupnutrition.org/wp-content/uploads/2020/12/OECD_PolicyMarkerNutrition.pdf
https://one.oecd.org/document/DCD/DAC/STAT(2018)9/ADD2/FINAL/en/pdf
https://one.oecd.org/document/DCD/DAC/STAT(2018)9/ADD2/FINAL/en/pdf
https://www.oecd.org/dac/environment-development/Revised%20climate%20marker%20handbook_FINAL.pdf
https://www.oecd.org/dac/environment-development/Revised%20climate%20marker%20handbook_FINAL.pdf
http://www.cc.cec/wikis/display/crisknowledgebase/DAC+-+Chapter+3#DAC-Chapter3-3.6.5.1Digitalisation

digital entrepreneurship O
digital skills/literacy O
digital services [
Connectivity @ Ul U
YES NO
digital connectivity [
energy =
transport O
health 0
education and research
Migration @
. O O
(methodology for tagging under development) =
Reduction of Inequalities @
(methodology for marker and tagging under 0 0
development)
Covid-19 U [
BUDGET INFORMATION
12. Amounts Budget line(s) (article, item): BGUE-B2022-14.020122-C1-INTPA
concerned

Total estimated cost: EUR 15 000 000
Total amount of EU budget contribution EUR 15 000 000

MANAGEMENT AND IMPLEMENTATION

13. Type of financing® | Indirect management with the entity(ies) to be selected in accordance with the criteria
set out in sections 4.3.1 and 4.3.2

This contribution to the Regional Blending Platform shall be implemented in indirect
management by the entities indicated in the annex to this Action Document, in accordance
with the Regional Blending Platform’s award procedure.

1.2 Summary of the Action

The European Union’s cooperation strategy with Lesotho, the Multi-Annual Indicative Programme (MIP) 2021-
2027, focusses on two priority areas: (1) green and resilient economy and (2) good governance, peaceful and just
society. Under the first priority area of the Multi-Annual Indicative Plan, the EU’s cooperation aims to facilitate
Lesotho’s move towards a circular economy that becomes increasingly sustainable and self-sufficient with regard
to energy generation and consumption and that provides affordable access for all to energy, water and sanitation.
Under the second priority area, EU cooperation supports the process of national reforms undertaken by Lesotho
and the improvement of service delivery to the citizenry, particularly social protection.

Renewable Lesotho will contribute to the first priority area by promoting energy security, access to reliable and
affordable clean energy, and green growth. Its specific objectives are to increase renewable energy generation
capacity and energy efficiency, promote a more equitable and gender-transformative access to clean energy, and
improve Lesotho’s energy sector leadership and institutional capacity.

L Art. 27 NDICI
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https://eeas.europa.eu/sites/default/files/eu-asian_connectivity_factsheet_september_2019.pdf_final.pdf
https://myintracomm.ec.europa.eu/DG/INTPA/devco-management/programming/Pages/index.aspx#thematic-guidance
https://webgate.ec.europa.eu/fpfis/wikis/display/PCM/Guidelines+for+mainstreaming+the+reduction+of+inequality+in+interventions

The action foresees two components. The first component is dedicated to the energy sector market preparation and
consists of technical assistance and capacity building activities dedicated to advancing the energy sector
knowledge and capacities. These activities will support the public sector to establish an integrated renewable
energy resource plan and policy frameworks, as well as developers and companies to develop their projects and
obtain finance for renewable energy and energy efficiency initiatives.

The second component is dedicated to energy projects’ implementation and support. The action will contribute to
the establishment and operation of a National Energy Fund with dedicated technology lots and windows
accompanied by a country window for facilitating access to commercial finance and other financing instruments
(blending, guarantees, credit lines, etc.). Synergies with instruments such as EFSD+ will also be established. This
component will bring together a mix of tools (project development support, matching grants, investment grants,
results-based financing, as well as loans and guarantees) to support, among others, the development of the rooftop
solar market, mini-grids, the commercialisation of improved cook-stoves, solar water heaters, energy efficient
lamps, pay-as-you-go solar home systems (PAYGO SHS), as well as the introduction of renewable energy and
energy efficiency solutions for public service, commercial and industrial facilities.

Renewable Lesotho is aligned with the Sustainable Development Goals (SDGs) and particularly SDG 7
(Affordable and Clean Energy) as well as the National Strategic Development Plan 11 (NSDP 11). It also advances
the objectives of the EU Gender Action Plan I1l. By promoting renewable energy, energy efficiency and access to
energy services, it directly contributes to the Green Deal Team Europe Initiative. This action will pave the way for
potential blending operations, promoted by the Team Europe Initiative, to finance large-scale renewable energy
infrastructure and position local project pipelines with global and regional facilities and instruments including
opportunities for EFSD+ guarantees. Renewable Lesotho will also contribute to the overall UN strategy to ‘Leave
no one behind’, informing all actions under the MIP.

2 RATIONALE

2.1 Context

The Kingdom of Lesotho is a mountainous country in Southern Africa, with a unique geography as it is entirely
surrounded by South Africa. Around 80% of Lesotho’s land is more than 1 800 m above sea level with an average
elevation of 2 161 metres. Lesotho is included in the list of least-developed countries (LDCs)? with a per capita
gross national income of USD 1 1003 (current, 2020). It is a small and largely rural country of about 2.1 million
people, of whom more than 99% are ethnic Basotho. About 60% of Basotho live in the districts of Berea, Leribe,
Maseru, and Mafeteng, in the arable lowlands. The remaining population lives in six districts that include the
Senqu River Valley and comparatively more mountainous lands. Most people live in rural areas, but the share of
the urban population has increased substantially, from 14% in 1990 to 29% in 2020*. Population growth has slowed
since the early 1990s, from 2% a year to slightly more than 1%>°.

Lesotho has suffered from political instability and internal conflicts, ever since gaining independence from the
United Kingdom in October 1966. This has negatively impacted on both its socio-economic development and its
ability to profit from regional economic integration. Today, Lesotho remains the only least developed country in
the Southern African Customs Union (SACU). It is confronted with a multitude of developmental challenges.
Poverty is widespread and the level of inequality is one of the highest in the world. Social services delivery to
citizens and economic activities are insufficient to lift the country out of poverty. There has been little progress
despite the substantial inflow of international assistance over the decades since independence. Landlocked, food-
insecure, and energy-dependant, Lesotho remains also extremely vulnerable to external shocks. Ranked as 124"
out of 182 countries, it shows decreasing climate readiness and increased vulnerability over the last ten years®.
Along these long lasting trends, the Covid-19 pandemic has further deteriorated an already fragile economy,
largely reliant on foreign remittances and the export of primary products.

2 https://www.un.org/development/desa/dpad/wp-content/uploads/sites/45/publication/ldc_list.pdf
8 https://data.worldbank.org/indicator/NY.GNP.PCAP.CD?locations=LS

4 https://data.worldbank.org/indicator/SP.URB.TOTL.IN.ZS?locations=LS

5 https://data.worldbank.org/indicator/SP.POP.GROW?locations=LS

® ND Global Adaptation Index, 2019
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Natural resources, including renewables, exist in abundance in Lesotho and if used in a sustainable and equitable
manner have the potential to transform the country’s economy into one that is green, circular and resilient. Lesotho
is endowed with a great potential for renewable energy generation but it currently imports the majority of its
electricity. Lesotho supplies a third of water to the economic powerhouses of Gauteng (the region of Johannesburg
and Pretoria) and yet less than a third of its population has access to safely managed drinking water. Improved
access to water and electricity is expected to unlock commercial opportunities and introduce trade possibilities
between Lesotho, South Africa and the wider region, resulting in jobs and socio-economic development. At the
same time, in order to overcome political instability and establish a conducive environment for this vision to be
realised, Lesotho has embarked on national reforms in seven areas: constitutional, parliamentary, security sector,
public sector, judiciary, economic and media reforms.

Against this backdrop, the MIP 2021-2027 for Lesotho focusses on two priority areas: (1) green and resilient
economy — contributing to the Green Deal Team Europe Initiative for Lesotho and (2) good governance, peaceful
and just society. Under the first priority area, EU cooperation aims to facilitate Lesotho’s move towards a circular
economy that becomes increasingly sustainable and self-sufficient with regard to energy generation and
consumption and that provides affordable access for all to energy, water and sanitation. Under the second priority
area, EU cooperation will support the process of national reforms undertaken by Lesotho, and efforts to improve
service delivery to the citizenry, particularly social protection.

The MIP is fully aligned with Lesotho’s second five-year NSDP Il. The NSDP |1 consists of four key priority
areas: (1) Enhancing Inclusive and Sustainable Economic Growth and Private Sector-led Job Creation, (2)
Strengthening Human Capital, (3) Building Enabling Infrastructure, and (4) Strengthening National Governance
and Accountability Systems. In terms of policy alignment, the policies set out in the Plan are consistent with the
United Nation’s 2030 Sustainable Development Goals (SDGs) and the African Union Agenda 2063. Furthermore,
the MIP is aligned with EU external political priorities and puts focus on key challenges related to environment
and climate change, such the European Green Deal and the Global Gateways'.

With regard to the energy sector, access to modern and sustainable energy is a prerequisite for economic growth
and poverty alleviation. Lesotho has one of the lowest electricity access rates in the Southern African region,
especially when compared to its closest neighbours - South Africa and Eswatini. In 2017, only 34% of the
population had access to electricity via the national grid. As a result of an intensive electrification plan, the access
rate has almost tripled over the ten years from 2007 to 2017, from 14% to 34%8. Access to grid-supplied electricity
is much lower in rural areas of Lesotho — with a 20% access rate in rural areas as compared to 70% in urban areas.
The country’s electricity generation capacity is 72 Megawatts (MW) from the Muela hydropower plant managed
by Lesotho Highland Development Authority while the country’s peak power demand is 160 MW. The deficit is
covered with imports from South Africa and Mozambique.

Nonetheless, Lesotho’s potential for generating clean, renewable energy is widely recognised. Solar, wind and
hydropower are options to replace the unsustainable use of biomass and fossil fuels and reduce greenhouse gases
emissions. An Electrification Master Plan has been developed with EU support and is now a reference document
for the Ministry of Energy. State finance for infrastructure expansion is limited and private sector investments,
foreign or domestic, remain slow and restrained. This is largely due to perceived and real political risks on the one
hand, but also red tape and non-conducive regulations on the other. Infrastructure expansion for power generation
(solar, wind or hydro) and distribution (mix of on-grid and off-grid solutions) through a conducive business
environment will be the key for achieving universal access to energy, with positive environmental impact.

2.2 Problem Analysis

| Short problem analysis:

7 COM/2019/640 final and JOIN(2021)30 final
8 UNDP, UNCDF, 2020, Lesotho : Energy and the Poor, Unpacking the investment case for clean energy,
https://www.undp.org/sites/g/files/zskgke326/files/publications/lUNDP-UNCDF-Lesotho-Energy-and-the-Poor.pdf
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Universal access to energy is far from being achieved in Lesotho. With only 34% of households connected to the
grid and a current peak demand that outstrips supply by slightly more than 100%, there is considerable ground to
cover and challenges to overcome if the country is to achieve universal access and enhance security of supply by
reducing dependency on power imports from the region. While the power generation and distribution sector present
considerable opportunity for increased renewable energy generation, the sector is relatively immature in terms of
attracting Independent Power Producers (IPPs) with challenges around access to local and international finance,
licencing and permitting processes, the absence of an integrated resource plan, inadequate skills and capacity at both
governance and regulatory levels, amongst others.

As indicated in the National Electrification Masterplan, the anticipated contribution of utility scale power generation
and distribution to universal access is important but not exclusive. The role of off-grid energy access will be a critical
companion to the electrification programme including important contributions from both mini-grids and more
distributed household level solutions. However, while some inroads have been made in terms of recent mini-grids
and SHS initiatives, the overall environment at present is not sufficiently conducive to ensuring off-grid service
options contribute optimally. Persisting challenges include lack of access to finance, the lack of an overarching mini-
grid or ‘off-grid’ authority, inadequate PAYGO infrastructure, critical gaps in off-grid market knowledge, no
technical specifications adopted, lack of political will amongst others.

Although energy access is a universal need, social dynamics and power structures result in different uses of energy
and create different needs for energy services. In Lesotho, women spend on average two and a half times as much
time than men on unpaid care work every day®. However, specific energy needs related to caregiving and domestic
chores are often unmet. Asymmetrical gender roles lead to women lacking the knowledge and decision-making
power to voice their energy needs. In addition, women’s undocumented free domestic labour directly contributes to
household’s energy access, e.g. for collecting and obtaining fuel, limiting the time and efforts they can spend on
community, economic and personal activities. Women’s lower economic status and lack of financial resources also
prevents them from accessing clean and reliable energy sources. The gender analysis has revealed that while the
renewable energy sector employs around 32% of women, this rate decreases to 22% for large-scale renewable energy
infrastructures (such as hydro and wind). Large-scale infrastructure could also have detrimental impacts on relocated
communities (compensation mechanisms are often based on land ownership, which favours men) and have a
potential of increasing human trafficking (forced labour, child labour and sexual exploitation) or the spread of
sexually transmitted infections linked to the influx of temporary workers to a local community.

In order to meet the MIP objectives in Lesotho, a “modular” approach will be required, initially focusing on building
the necessary enabling environment and then shifting the focus to supporting more tangible and gender-sensitive
programmes.

Identification of main stakeholders and corresponding institutional and/or organisational issues (mandates,
potential roles, and capacities) to be covered by the action:

- The Ministry of Energy and Meteorology (MEM) (duty bearer) is responsible for overall policymaking
and financial planning in Lesotho’s energy sector. The Department of Energy (DoE), part of MEM, is
responsible for coordinating, monitoring, and evaluating programs and activities in the energy sector. The
DoE has three division: conventional energy, RE, and planning. Each division is responsible for collecting
data on sector activities and supporting coordination among stakeholders relevant to their focus area.

- The Lesotho Electricity Corporation (LEC) (duty bearer) is Lesotho’s monopoly electricity transmission,
distribution, and bulk electricity supply company. LEC imports electricity from South Africa’s state owned
electricity company, ESKOM, and can import and export electricity via the Southern African Power Pool.
While LEC does own, and operate a few Small Hydro Power Plans (SHPP) attached to its distribution
network, the only significant domestic generation comes from the Muela hydropower plant (MHP) operated
by the Lesotho Highlands Development Authority (LHDA). LHDA is responsible for the implementation,

® Government of Lesotho, Gender and Development Policy 2018 - 2030. https://genderlinks.org.za/wp-
content/uploads/2020/03/Gender-and-Development-Policy-2018-2030.pdf
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operation, and maintenance of Lesotho’s portion of the Lesotho Highlands Water Project (LHWP), a water
(jointly with South Africa) and hydropower generation (Lesotho only) project.

The Lesotho Electricity and Water Authority (LEWA) (duty bearer) is the regulator for the electricity
sector, created in 2002. Its mandate was expanded in 2011 to regulate the water sector. LEWA is responsible
for issuing licenses for electricity supply activities; setting tariffs for generation (including feed-in tariffs),
transmission, distribution, and supply; regulating the quality of supply; and resolving disputes. LEWA also
monitors the single buyer of renewable electricity (LEC) and manages the Universal Access Fund (UAF).

The Rural Electrification Unit (REU) (duty bearer), established in 2004, is a project implementation unit
under the DoE that coordinates and manages the implementation of off-grid and rural electrification projects
outside the LEC service area. REU projects are funded through a UAF that is managed by LEWA.

The Bureau of Statistics (BoS) (duty bearer) is a government department under the Ministry of
Development Planning and is mandated “to set up a system for national official statistics on economic,
social, demographic, including human resources, and environmental areas in relation to the development
needs of Lesotho; and official statistics for purposes of economic and social planning, research, public
information and international cooperation”. In addition to undertaking a population census, normally every
10 years (the last one was however in 2006), it undertakes a number of surveys that include environmental
issues related to energy consumption in households.

Civil Society Organisation who will represent the rights-holders (people) in all their diversity.

3

DESCRIPTION OF THE ACTION

3.1 Objectives and Expected Outputs

The Overall Objective (Impact) of this action is to ensure energy security in Lesotho, improve access to reliable
and affordable clean energy, and promote green growth.

The Specific Objectives (Outcomes) of this action are to:

The Outputs to be delivered by this action contributing to the corresponding Specific Objectives (Outcomes) are:

1. Increase renewable energy generation production and energy efficiency;
2. Promote a more reliable, equitable and gender-transformative access to clean energy;
3. Improve Lesotho’s energy sector leadership and institutional capacity.

1.1 Anintegrated renewable energy resource plan is developed and implemented;

1.2 Project developers and companies are supported in obtaining finance for renewable energy and
energy efficiency initiatives (companies lead by women will be encouraged);

1.3 Renewable energy solutions (large and small-scale, on- and off-grid), as well as energy efficiency
solutions are developed;

2.1 A funding mechanism (i.e. Energy Fund) to support the energy transition is established and
operational;

2.2 Improved, energy-efficient energy solutions for households (grid electricity, mini-grid electricity,
improved cook-stoves, solar water heaters, energy efficient lamps, PAYGO SHS, etc.) in a gender
responsive and socially inclusive manner;

2.3 Public service, commercial and industrial facilities are equipped with renewable energy and energy
efficiency solutions;

3.1 Renewable energy policy frameworks are strengthened, gender sensitive, socially inclusive, and
operational;
3.2 Enhanced capacities of professional cadres across the Lesotho energy sector;
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3.3 Policy-relevant energy and climate change data and information (disaggregated by sex, disability and
income status/region when applicable) produced, updated and shared timely and consistent for
accountability.

3.2 Indicative Activities

Activities relating to Output 1.1:

- Technical assistance for the development of an Integrated Resource Plan (IRP)

- Technical assistance for the preparation of a sustainable wind energy programme (resource assessment,
prefeasibility studies, gender sectoral analysis, etc.)

- Technical and feasibility studies for transmission and distribution infrastructure

Activities relating to Output 1.2:

- Technical assistance to Independent Power Producers (IPPs)

- Provision of finance catalyst services and business support for project developers and women’s
empowerment strategy

- Capacity building for local finance institutions in financing renewable energy and energy efficiency
activities

- Organisation of “match-making” activities and outreach to mobilise the private sector and women-led
companies

Activities relating to Output 1.3:

- Financial support for project development (hydro, wind, solar, transmission) — this activity can be scaled

up by leveraging support from the EIB (through the Team Europe Initiative) and EFSD+
Activities relating to Output 2.1:
- Technical assistance for the establishment and management of the National Energy Fund (business plan,
financial model, sources of capital, transition to commercial)
Activities relating to Output 2.2:
- Financial support (grant, results-based financing, lending) for:
o Installation/operation of mini-grids
PAYGO SHS project developers
Promoting productive use in rural off-grid access initiatives
Off-grid electrification of public service facilities
Solar thermal market uptake/transformation
o Commercialization of improved/efficient cooking stoves (ICS)
Activities relating to Output 2.3:
- Financial support (grant, results-based financing, lending) for:
o Installation/operation of mini-grids
o Commercial and industrial renewable energy and energy efficiency installations
o Off-grid electrification of public service facilities
o Energy efficiency in the public sector
Activities under Outputs 2.1, 2.2 and 2.3 can be scaled up by leveraging support from the EIB (through the Team
Europe Initiative), EFSD+ and potentially other donors (UN, World Bank, etc.)
Activities relating to Output 3.1:

- Technical assistance and capacity building for public stakeholders (MoE, LEWA, LEC, LHDA, etc.)

- Technical assistance and policy support for, inter alia, operationalising the mini-grid regulation
framework, development of a framework for the development of renewables (e.g. net metering-
billing/feed-in-tariffs and possible other solutions), implementation of solar thermal roadmap, technical
standards for off-grid and roof-top products/solutions, labels and standards for energy efficiency, gender
sectoral analyses.

- Studies and market research

Activities relating to Output 3.2:

- Development of a mentorship programme, learning conditions on sustainable energy related
courses/facilities, schemes for certification of qualifications and skills (women and persons with
disabilities will be encouraged to participate )

Activities relating to Output 3.3:

O O O O
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- Develop an energy observatory to securely store and allow analysing energy-related data, for
national/sectoral energy planning

- Develop a service facility which supports business development and serves as exit strategy for the
mentorship programme.

The commitment of the EU’s contribution to the Team Europe Initiative to which this action refers, will be
complemented by other contributions from Team Europe members. It is subject to the formal confirmation of
each respective member’s meaningful contribution as early as possible. In the event that the TEIs and/or these
contributions do not materialise, the EU action may continue outside a TEI framework.

3.3 Mainstreaming

Environmental Protection & Climate Change
Outcomes of the SEA screening (relevant for budget support and strategic-level interventions)
The Strategic Environmental Assessment (SEA) screening concluded that no further action was required.

Outcomes of the EIA (Environmental Impact Assessment) screening (relevant for projects and/or specific
interventions within a project)

The EIA (Environment Impact Assessment) screening classified the action as Category C (no need for further
assessment).

Outcome of the CRA (Climate Risk Assessment) screening (relevant for projects and/or specific interventions
within a project)

The Climate Risk Assessment (CRA) screening concluded that this action is no or low risk (no need for further
assessment).

The action is expected to deliver positive environmental and climate change benefits because it aims to increase
the use of renewable energy in Lesotho’s energy balance and improve energy efficiency, thus reducing carbon
emissions, air pollution and dependence on imported fuels. The action is also expected to promote a more efficient
use of biomass, currently a major source of thermal energy needs (cooking, heating) in the country, and reduce the
environmental and health hazards associated with indoor air pollution.

Gender equality and empowerment of women and girls

As per OECD Gender DAC codes identified in section 1.1, this action is labelled as G1. This implies that gender
equality and empowerment of women and girls is a significant objective of the action (GAP Ill, SDG 5). The
design of the action was informed by the Country Gender Profile and a gender analysis carried out during the
formulation outlining that women are generally more prone to energy poverty than men.

Among the activities foreseen by this action, access to clean energy services, especially improved cooking stoves
and solar water can have a gender transformational impact. Asset-based financing models like PAYGO to support
the uptake of energy solutions offer a way to circumvent typical challenges hindering women’s access to finance
(in Lesotho, men are twice more likely to access credit from commercial banks and micro-credit institutions than
women®®). The action will also target female-headed households and ensure that employment opportunities
associated with the action focus on opportunities for women (productive use of energy) and that tertiary training
opportunities encourage more women to participate in related subjects. Gender quotas in large-scale projects,
gender sensitive compensation criteria and strategies to tackle trafficking must be taken into account to mitigate
possible gender risks explained in the problem analysis sections.

Human Rights

The design and implementation of this action is inspired by the Human Rights-based approach and the need to
ensure that those living in the most vulnerable situations are represented and can participate and steer Lesotho’s
energy policy. The 2021 Multidimensional Child Poverty Report shows that poor nutrition and lack of access to
electricity are significant causes of multidimensional poverty. Addressing energy poverty will help remove a
significant socio-economic barrier that prevents many Basotho from enjoying their formal rights. Aware that
market mechanisms, left to their own devices, do not necessarily serve the needs of low-income groups (lack of

%Bureau of Statistics (2018), Gender Report.

Page 9 of 25



purchasing power, risks), the action will leverage all financing mechanisms in the EU cooperation toolbox to de-
risk investments in the energy sector and direct activities, through results-based financing, to the most vulnerable.
Important synergies have also been established with social protection support which will link the provision of cash
transfers with access to energy services. In addition, sector coordination activities will continue to involve civil
society actors such as the Lesotho National Federation of Organisations of Disabled (LNFOD) and Technologies
for Economic Development (TED). The Action will respect the 5 HRBA principles: respect to all human rights,
participation, accountability, transparency, and accountability. In addition, the action will implement the principles
of no one left behind, do not harm and will encourage the private sector to respect the guiding principles on
Business and Human Rights.

Disability

As per OECD Disability DAC codes identified in section 1.1, this action is labelled as D1. This implies that a more
equitable access to energy services for persons with disabilities is a significant objective. The use biomass fuels to
meet the basic needs of cooking and space heating is prevalent in Lesotho, especially in rural areas. These energy
needs require increased mobility (collecting wood and biomass) which often represents a barrier for persons with
disabilities. In addition, persons with disabilities tend to have higher energy needs due to longer time spent at
home, which makes them also more vulnerable to indoor air pollution. According to the World Health
Organization, indoor air pollution contributes to 4.2 million deaths annually and is associated with chronic
diseases. By reducing indoor air pollution through cleaner and more efficient cook stoves, this action can contribute
to reducing the prevalence of such health issues and improve the lives of persons with disabilities. Energy
efficiency activities, especially related to solar water heating, can also help prevent chronic diseases. Research has
demonstrated that using cold water for laundry and dish washing is the main cause for the extremely common
incidence of rheumatoid arthritis suffering, particularly among women.

Democracy

The action aims to remove the socio-economic barriers that prevent a large section of the population in Lesotho
from fully enjoying their formal rights. By ensuring that energy services reach the most marginalised people, this
action will contribute to reinforcing people’s trust in the institutions of democratic governance and prevent the rise
of populist or authoritarian tendencies. In 2020, a survey among Basotho showed that 66% of respondents favoured
the abolishment of elective democracy. Access to electricity is also an enabler for digitalisation, connectivity and
access to information.

Conflict sensitivity, peace and resilience

More equitable access to energy services and improved livelihoods will help address inequalities in Lesotho, one
of the most unequal countries in the world, and reduce the gap between urban and rural areas. This will contribute
to mitigating the risks of social conflict and improve resilience.

Disaster Risk Reduction

Improved energy services, especially more efficient energy efficiency and thermal energy solutions have the
potential of reducing biomass and wood consumption thus supporting soil erosion efforts. This improves resilience
against disasters, as well as food production. In addition, off-grid energy solutions are associated with a more
distributed generation, creating a profusion of electricity sources and a greater ability to localise and buffer
disruptions. It is foreseen to include a Crisis Modifier in the contracts that will be drafted in support of the energy
fund. The Crisis modifier will allow the implementing partner to respond quickly and expand horizontally and
vertically in cases of both minor and major crisis. Such an expansion can be activated based on agreed emergency
triggers.

Other considerations if relevant

Access to clean energy services have a significant impact on economic activities and education, especially for
women and young girls in rural areas, by reducing the time spent on collecting wood for cooking and heating and
reducing health hazards related to indoor air pollution. Access to electricity increases connectivity and allows
children to study outside daytime hours. In addition, in a country with very low forest coverage and severely
affected by soil erosion, the transition to cleaner energy and with more efficient wood and biomass use will also
have a positive impact on land management as well as biodiversity.
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3.4 Risks and Lessons Learnt

Category Risks Likelihood | Impact | Mitigating measures
(High/ (High/
Medium/ Mediu
m/
Low)
Low)
External Cooling of the global | Medium High Underpinning certainty through legal
environment market due to Covid- agreements, contractual accommodation of
19 and other global possible supply chain disruptions, effectively
uncertainties which targeted subsidies/support to promote
may result in private investor confidence. Effective
sector investment communication with the market.
apprehension
Planning, Necessary legislation | Medium Medium | The EUD is supporting the Government of
processes and is not approved Lesotho (GoL) with the process of drafting
systems (Energy Bill) and bringing the Bill to parliament. If the
bill’s approval is delayed, the EU programme
could still put in place a funding mechanism
which could later be integrated into a multi-
donor fund.
Planning, Joint donor Medium Medium | The donors in question have been
processes and coordination (for communicating and a number of the
systems instance, EU, UNDP proposed actions in the Action Document
and WB) is not are joint implementation/ collaboration
adequate opportunities.
To legality and Key political Medium High Improve sector dialogue with the
regulatory measures and Government, including the private sector,
aspects required policy Local Authorities, CSOs and donors.
reforms are not
implemented
To legality and Enabling Medium High A number of the proposed actions under the
regulatory environment barriers MIP and Action Document are designed to
aspects such as licencing, address these issues as is the on-going Sector
permitting, cost- Reform programme in Lesotho.
reflective tariffs, lack
of technical
standards
To social impact | Risk of not High High Attention is paid that crosscutting aspects are

and equality

benefitting and
reaching to the most
vulnerable, poor
households, women

integral part of the project design and ensure
that women, persons with disabilities and
those living in rural areas can actively
participate in the action as well as benefit
from the results (increased access to safe
energy.). Increase access 