TERMS OF REFERENCE - Leveraging Vanuatu’s National Green Energy Fund
— GCF Funding Proposal Development Phase 1: Feasibility Study and
Risk Assessment.

A. Background/context

The majority of the Vanuatu’s inhabitants live in rural, off-grid areas. Energy provision in such areas is
primarily provided through household systems, and only 17% of the rural population have access to
electricity. Diesel generators account for 46% of the energy mix in rural settings, driven by the lower up-front
cost of diesel units compared to Renewable Energy Technology (RET) solutions. With modernisation of
livelihoods there is a large demand increase in rural areas, with 77% of the rural population indicating a desire
for greater energy provision. Consequently, under a business-as-usual model, fossil fuel combustion for
energy is likely to increase in the country as rural energy needs are met by diesel units. Without concessional
interventions for RETs at the household level, carbon dioxide (CO2) emissions are likely to rise, and Vanuatu'’s
Nationally Determined Contribution (NDC) targets will be missed.

Through the Simplified Approval Process (SAP) window of the GCF, the proposed project will provide access
to concessional RET solutions leveraging Vanuatu’s National Green Energy Fund (NGEF). The concessionality
provided by NGEF will reduce upfront costs of RET solutions in rural areas and drive a market shift away from
diesel-powered units, providing a paradigm shift in rural electrification and ultimately avoiding and reducing
CO: emissions. Equipment targeted through the project includes solar refrigeration systems for rural Small
and Medium-sized Enterprises (SME), and solar equipment to rural households, public institutions and
communities for lighting and other uses. These activities and the engagement of the NGEF will directly
complement the wider rural electrification program implemented by the Vanuatu Department of Energy
(DoE) and will contribute directly to mitigation targets and the NDCs of Vanuatu. The Pacific Community (SPC)
will be the Accredited Entity through its Climate Change and Environmental Sustainability (CCES) programme,
while SPC’s Pacific Centre for Renewable Energy and Energy Efficiency (PCREEE) and the Government of
Vanuatu through the DoE will act as the Executing Entities for the project.

The concept note was endorsed by GCF in April 2024. The purpose of this Consultancy is to undertake a
feasibility study and risk assessments to inform the funding proposal design. The Consultant/Firm will
produce: i) the feasibility study (including economic analysis and stakeholder engagement plan); and ii) the
risk assessment and management plan. These will meet the requirements of the GCF and SPC through
identifying and assessing existing conditions, gathering available information and filling information gaps.

These outputs will be included in the final proposal package for a submission to GCF in February 2025,
targeting a Board approval in July 2025. A separate Phase 2 Consultancy will build on the outputs of this Phase
1to develop the: i) budget plan and co-financing framework; ii) procurement plan and associated documents;
and iii) SAP funding proposal.

To complement this Phase 1 Consultancy, a National Consultant will be hired under a separate contract to
support in-country tasks such as stakeholder consultations and facilitate contact with relevant institutions,
while an Environmental and Social Safeguards (ESS) and Gender Equity and Social Inclusion (GESI) Consultant
will be hired to complete the ESS Screening and Gender Assessment and Action Plan (GAAP). The successful
Consultant/Firm will work closely with these Consultants to achieve the objective of this assignment and
ensure strong Country ownership.

B. Purpose, objectives, scope of services

Activity 1: Feasibility study (incl. economic analyses and stakeholder engagement plan)

Sub-activity 1.1: Feasibility study
A thorough and comprehensive Feasibility Study (FS) will be undertaken to ensure contextual analysis and
due diligence to inform planning of project interventions for successful implementation. This will include a



comprehensive baseline using all available data from existing and ongoing NGEF projects, feasibility
assessments and results from other RET projects, national policy documents and frameworks, studies, and
other sources relevant to the assignment. The Consultant/Firm will work with the National Consultant to
gather relevant information and data at the national level. This can draw from in-country relationships with
relevant stakeholders, and it is essential these are explored. The FS will consider technical, economic, legal,
operational, and scheduling feasibility of the project, including, but not limited to:

i)  Context setting: Country background and context, baseline assessment of the sector, baseline
capacities of stakeholders (including climate change capacity), policy assessment in relation to the
project, assessment of ongoing and planned projects in relation to project activities;

ii) Climate rationale: Greenhouse Gas (GHG) emissions profile (including methodology), mitigation
needs, barriers to mitigation interventions, business-as-usual scenario analysis;

iii) Project Description: targeting methodology and beneficiary identification, scope and activities
(Objectives, Outcomes, Outputs, Activities), timeline, Theory of Change, implementation
arrangements;

iv) Feasibility assessment: project intervention scenario analysis, demand assessment, breakdown of
energy for household and productive / livelihood uses, assessment of alternative approaches,
summary of the Economic and Financial Analysis (see sub-activity 1.2), cost reasoning (with
methodology), impacts on the resilience of livelihoods, energy security needs assessment,
appropriateness of subsidisation, risk analysis and mitigation factors, summary of ESS screening, and
sustainability and exit strategy; and

V) Detailed implementation arrangements: including summary of stakeholder engagements,
governance arrangements, funding flows, and information/communication channels, methodology
for the choice of the installations and microgrids (ensuring no overlapping/doubling of funding).

Sub-activity 1.2: Economic and financial analysis
To support the FS, the Consultant will carry out a detailed Economic and Financial Analysis (EFA) of project
activities to advise on the cost effectiveness and economic feasibility of the project. While an EFA is not a
mandatory annex, in the case of this project and the use of a concessional facility it is crucial that an EFA is
conducted to assess the feasibility of the project outcomes from both the economic and financial
perspectives. The EFA should include at minimum the following components:
i)  Detailed methodology of how the EFA was conducted;
i) Key list of data used and justifications for selection; and
iii) Analysis of the viability of the programme utilising GCF resources and incorporating at a minimum
Net Present Value (NPV), Internal Rate of Return (IRR), Return on Investment (ROI), Energy Yield
Analysis, total beneficiary potential, GHG emission reductions and other measures, as needed.

Sub-activity 1.3: Summary of consultations, stakeholder engagement plan and grievance redress
mechanism

Essential to supporting and inputting into the FS is consultation with a full array of stakeholders in-country
and across international organisations as required. A National Consultant (contracted separately) will support
any necessary consultations and information gathering to occur in Vanuatu. However, this Consultancy will
provide oversite of these activities and collate the outputs to prepare the final stakeholder consultation
report, stakeholder engagement plan (SEP) and refine a comprehensive grievance redress mechanism (GRM)
for the project, based on SPC’s frameworks.

The Consultant/Firm will support the National Consultant to conduct stakeholder consultations at national,
provincial and community level to define priorities, understand key barriers, refine proposed interventions,
engage key partners, and improve the programme’s design and strategy. At least one stakeholder
consultation workshop will happen in-country. The venue, travel and catering should be covered by this
Consultancy.

Key stakeholders who should be consulted include, but are not limited to; Government staff, particularly
those in the Department of Energy; staff related to the NGEF investment programme; CSO; NGOs;
development project PMUs and the private sector; women-led community-based organisations; and
indigenous people organisations.



The following outputs will be produced:

i) Validated and supplemented consultation report (listing all parties and individuals engaged)
provided by the National Consultant,

ii) A detailed SEP for implementation, inclusive of indigenous peoples and women’s organisation
representation, covering the project implementation period and terminal evaluation processes. The
SEP will identify actions required to engage stakeholders and manage expectations through the
duration of the project and provide a strategy towards their effective implementation. and

iii) GRM complementary to relevant GCF and SPC policies (SPC CFU will support with details on this).

Activity 2: Risk assessment and management plan

Sub-activity 2.1: Risk assessment

The Consultant/Firm will undertake an integrated risk assessment for the project, identifying any substantial
institutional, technical, administrative, operational, organisational, economic, financial, money laundering /
financing of terrorism, and social and environmental risks that the programme may face.

The Consultant/Firm should coordinate with the National Consultant to undertake consultations and
information gathering relevant to the preparation of the risk assessment in-country. This should include
consultations with sectoral experts and any relevant stakeholders as well as, direct visits and observation of
the project area and analysis of previous project interventions.

For the preparation of the risk assessment, the Consultant/Firm will:
i)  Gather information through the consultation of sectorial experts and relevant stakeholders,
ii) Undertake direct visits and observations of project areas during the consultation process, and
iii) Analyse previous project interventions included in relevant studies.

Sub-activity 2.2: Risk Management plan
Informed by the risk assessment, the Consultant/Firm will devise a mitigation plan, indicating measures to
ensure identified risks are managed and mitigated sufficiently. The proper management of risks is essential
for supporting the successful delivery of the project, whilst minimising potential negative impacts. Mitigation
measures should proactively consider anticipating and reducing the probability of occurrence of the
identified risks rather than only reacting once those risks materialize. The plan should include details of the
relevant role of key actors in the delivery of the project components and outline the specific action required
to reduce each risk, indicating the risk level prior to and post mitigation methods.
This will include:

i) Details of how those risks will be managed,

ii) Details of whether those measures will lower the probability of the risks, and

iii) Information of who is responsible for the mitigating action.

Any necessary consultations and information gathering that must occur within Vanuatu for the preparation
of the risk assessment and mitigation plan should be undertaken by the National Consultation, with support
from this Consultancy.

The following output will be produced:
i) A concise Risk Management Plan outlining identified risks and impacts, mitigation and management
measures in alignment with GCF policies.



