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RENEWABLE ENERGY FUND PROJECT
Operating Guidelines
Project Life
Loan amount and financing source
Grant amount and financing source
Implementing Agency
Interest Rate: BRD to SACCOs
Interest Rate: SACCOs to Beneficiaries
Maturity: BRD to SACCOs
Maturity: SACCOs to Beneficiaries
Repayment: SACCOs to BRD
Repayment: Beneficiaries to SACCOs
Compliance with BNR Prudential
Regulations
Consumer Education & Protection

Six (6) years [2017 – 2023]
US$ 27.50 million - SREP/World Bank
US$ 21.44 million – SREP/World Bank
Development Bank of Rwanda (BRD)
Based on Subsidiary Financing Agreement
Market Based
Up to 36 months with 3 months’ grace period
Up to 24 months for households and microenterprises
Based on Subsidiary Financing Agreement
Based on Loan Agreement /Monthly
All participating SACCOs and Banks will have to
comply with BNR regulations.
MININFRA in partnership with BRD and PFIs will
educate consumers and promote the REF Project.
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Operations Manual
This excerpt of the Operations Manual (OM) is designed specifically for use by Development
Bank of Rwanda (BRD) and participating Savings and Credit Cooperatives (SACCOs) which are
referred to as Participating Financial Institutions (PFIs) in this manual. The purpose of the OM is to
define the processes needed for effective implementation of Window 1 – On-lending through SACCOs to
households and micro-enterprises under the Renewable Energy Fund (REF) project1.

I.

Project Development Objectives and Expected Benefits
a. Project Development Objectives (PDO)

The Project Development Objective is to increase electricity access in Rwanda through offgrid technologies and facilitate private-sector participation in renewable off-grid
electrification. The PDO will be achieved by providing a financial intermediary financing to the
Government of Rwanda (GoR) as the borrower. GoR will on-lend the funds to the BRD, which will
administer the facility. BRD will be the project implementing agency and will function as a wholesale
institution for participating SACCOs and banks, as well as lend directly to mini-grid developers.
Targeted beneficiaries are Rwandan households and businesses which will gain access to offgrid electricity services through solar systems or mini-grids and whose use of electricity will
replace consumption of diesel, kerosene, and dry cell batteries as well as other alternative
fuels. The direct project beneficiaries include (i) participating SACCOs and banks, which will gain
knowledge and experience in lending in a new sector; (ii) mini-grid developers who will gain access to
finance to build mini-grids; and (iii) private companies engaged in off-grid electrification (mini-grid
developers), which will get access to financing for expanding their businesses in Rwanda as well as
gain experience of working with local financial institutions. BRD will also benefit from capacity
building in energy lending.
b. PDO Indicators
The achievement of the Project objectives will be measured through the following PDO results
indicators:
a. People provided with new or improved electricity service (number) (Corporate Results

Indicator);

b. Enterprises provided with access to electricity as a result of project interventions (number);
c. Increased private sector investment in renewable energy electrification (US$); and
d. Annual electricity output from project renewable energy interventions (MWh per year)

(SREP).

1

The OM can be adjusted, if and when necessary, to reflect actual needs and experience in REF implementation. Any
changes to the OM must be approved by the World Bank.

II.

Project Components

The project has been structured around two components: (1) Line of credit and direct
financing for off-grid electrification; and (2) Technical assistance, capacity building and
project implementation support.
Component One - Line of credit and direct financing for off-grid electrification (US$ 45.94
million SREP funds). This component will operationalize a Renewable Energy Fund (REF), a localcurrency line of credit and direct financing facility that will help address access to finance and
affordability constraints to accelerate growth of the off-grid electrification market in Rwanda. The
REF will provide access to local-currency financing through the three financing windows.
a. Window 1 – On-lending through SACCOs to households and micro-enterprises: The window will
provide a wholesale line of credit to BRD for on-lending to SACCOs that comply with
established eligibility criteria. SACCOs will on-lend the funds to eligible households and
micro enterprises2 for purchasing qualified solar systems of Tier 1 and above access level.
b. Window 2 – On-lending through banks (commercial and microfinance) to households and small and medium
enterprises (SMEs): This window will provide a wholesale line of credit to BRD for on-lending
to eligible commercial and microfinance banks, which will extend sub-loans to households
and SMEs for the purchase (and possibly, in the case of SMEs, distribution) of qualified solar
systems of Tier 1 and above access level. Eligible SMEs will have to make contribution
equivalent to 20 percent of the total cost toward the purchase of the system.
c. Window 3 – Direct financing of mini-grid developers: This window will provide direct financing to
eligible mini-grid developers to finance up to 70 percent of construction of renewable-energy
based mini-grid systems. The REF will provide ‘bridge loan’ financing until grant funding
from existing RBF programs becomes available, as well as long-term financing beyond
commissioning. REF loans will be used to bring a mini-grid project to commissioning, when
RBF becomes available from other donor-funded programs. Selection of projects will adopt a
technology neutral approach. Hybrid systems, including diesel back-up, will be eligible for
support under the condition that the diesel component is financed from sources other than
the SREP.
Qualified solar systems. All supported systems will be required to meet the Lighting Global Quality
Standards or equivalent national quality standards, if those are acceptable to the World Bank, subject
to regular independent verifications to ensure alignment with International Electrotechnical
Commission (IEC) Technical Specifications.
Component Two - Technical assistance, capacity building and project implementation
support (US$ 3.00 million SREP funds).

2

Enterprises with (i) less than FRW0.5Million Net Capital Investments, (ii) less than FRW0.3Million Annual
Turnover, and (iii) 1 to 3 employees. SME Development Policy, Ministry of Trade and Industry,
http://www.minicom.gov.rw/fileadmin/minicom_publications/policies/SME_Devt_policy_V180610.pdf
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III.

Financing Arrangements
a. BRD to SACCOs

BRD will on-lend the funds to SACCOs which comply with eligibility criteria agreed with the
World Bank. The on-lending arrangement will be governed by a SACCOs Subsidiary Financing
Agreement to be signed between BRD and each SACCO. The SACCOs Subsidiary Financing
Agreement will outline the terms and conditions of the financing, and detail the rights and obligations
of both parties, and remedies among other provisions. The standard form for the SACCOs Subsidiary
Financing Agreement is provided as Annex 1. For each additional tranche, an Annex to the Subsidiary
Financing Agreement will be signed. The Annex specifies the amount, the specific numbers and
specific obligations related to the specific tranche – including the repayment schedule.
The SACCO subsidiary financing will be based on a drawdown model as follows: the client
submits an application to the SACCO for a loan for the purchase of a solar system of Tier 1 and
above access level.3 The SACCO will appraise the eligibility and creditworthiness of the client, as well
as the feasibility of the investment in case of micro enterprises. If the SACCO is satisfied that the
client is creditworthy and that all applicable eligibility criteria are met, the loan will be approved by the
SACCO Credit Committee following applicable credit risk appraisal and management procedures. If
the SACCO Credit Committee approves the loan, a loan agreement with the beneficiary (including
mandatory clauses, as specified) will be signed and followed by disbursements to the borrower off-grid
solar company that will install the solar system and provide product warranty and after sales service.
The standard form of the Sub-Loan Agreement between SACCO and the final borrower is provided
as Annex 2.
Disbursements from SACCOs to off-grid solar companies will be executed in installments upon
completion of different milestones: (i) up to 25% of the total loan amount will be disbursed upon
SACCO Credit Committee’s approval of the loan to the beneficiary. The SACCO will notify the offgrid solar company of the approval and complete the disbursement subject to the installation
occurring within an agreed timeframe as per the signed Service Level Agreement. The solar company
will proceed to arrange for the installation; (ii) up to 95% of the total loan amount will be disbursed
upon confirmation from the beneficiary that installation has been completed, the equipment is
working, and warranty and after sales service agreement has been provided; and (iii) the remaining 5%
of the total loan amount will be disbursed no later than 90 days after installation to encourage rapid
resolution of after sales issues which usually arise within this time period. Therefore, the 100% of the
total loan amount will be disbursed no later than 90 days after installation.
The subsidiary finance will start with a BRD sub-loan in local currency of US$ 25,000 equivalent,
extended to a SACCO for up to 36 months, with 3 months of grace period. It will be open to all
SACCOs which are interested and able to meet the eligibility criteria, assuring good financial condition
and risk management capacity. SACCOs will use the subsidiary finance to extend sub-loans to

3

The SE4All MTF initiative launched by the Secretary-General of the United Nations in 2011 aims to achieve
universal access to modern energy services by 2030. The MTF measures access in the Tiered spectrum, from Tier
0 (no access) to Tier 5 (the highest level of access). Under the MTF, Tier 1 (minimum 12 Watt hour per day) is
defined as providing access up to four hours per day and at least one hour at night and can be used for basic
applications such as task lighting, radio, and phone charging.
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households and micro enterprises in districts with low electrification rate. This window will include the
following types of finance:
•

sub-loans in local currency to households of up to US$ 200 equivalent with up to 24 monthmaturity, and up to3 months grace period;

•

sub-loans in local currency to micro-enterprises of up to US$ 500 equivalent with up to 24
months-maturity and up to 3 months grace period.

Once the SACCO has used 90% of the tranche of US$ 25,000, it can apply to BRD for
additional tranche. The application for additional tranche must include all required documentation
including the full details on how the tranche has been used (e.g., names of final borrowers, amount for
each borrower, solar equipment purchased, finance terms). The detailed tranche utilization reporting
requirement is provided as Annex 3. BRD may decide to do a post-review of the SACCO appraisal
and/or lending process and of the related sub-loan documentation.
There will be no maximum amount of subsidiary finance available for one SACCO. Any
changes in the maximum limit should be agreed between BRD and the World Bank.
Successful SACCOs, which have effectively used the subsidiary finance and have a non-performing
loans ratio of less than 5%, would be able to get a higher draw-down amount and a higher maximum
amount, as approved by the BRD. The first two tranches will be subject to prior review and noobjection by the World Bank.
SACCOs will enter into service level agreements with off-grid solar companies to coordinate
their energy lending, disbursement and customer service processes. The off-grid solar
companies will have to satisfy the eligibility criteria to ensure that they will provide good quality solar
equipment and have adequate capacity to provide the expected services. The solar companies will need
to provide product warranty and servicing for the whole duration of loan tenors extended by
SACCOs. Guidance on the agreement is provided in Annex 4. The eligibility criteria for the off-grid
solar companies are provided in this OM.
For each SACCO loan to be extended, SACCO Sub-Loan Agreements shall be signed between
the SACCO and the final beneficiary, namely households and micro-enterprises. The SACCOs are
expected to use their standard documents when signing the loan contracts with their clients.
Nevertheless, there are certain key provisions and information, which must be included in the SubLoan Agreement between the SACCO and its client.
Refinancing -- Solar systems that have already been financed by a SACCO from their own funding
sources, where both the beneficiaries and the systems meet the eligibility criteria, may be refinanced
from the REF funds. The eligible SACCO financing should have been extended within less than 6
months before the refinancing date.
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Figure 1: Partnership Model for SACCOs Operations
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from the service company
Direct payment of loan

Delivery/ installation of the system
upon receiving loan amount
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specified in the umbrella service
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IV.
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amount once approved
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Project Implementation Arrangements
a. Role of the Development Bank of Rwanda (BRD)

The BRD will be the REF project implementing agency and will host a PIU to successfully fulfill its
REF management functions. A Steering Committee has been established for effective coordination
and project oversight, and to provide strategic and policy guidance at the national level. 4
The PIU will be the primary counterpart for the project in BRD. The PIU will be responsible for
monitoring indicators, supervising the credit lines and direct loans, as well as implementation of the
necessary technical assistance to the beneficiaries. This includes collecting necessary information from
project beneficiaries, assessing and monitoring SACCOs compliance with the respective eligibility
criteria, supervision of withdrawal applications and loan books, and reporting on progress during
implementation.
b. Role of Participating SACCOs
SACCOs will on-lend funds to eligible households and micro-enterprises. SACCOs will be free to
select final beneficiaries on which they are willing to take the credit risk without any interference. Each
SACCO shall have:
4

The Steering Committee is comprised of representatives from BRD, Ministry of Infrastructure (MININFRA),
Ministry of Finance and Economic Planning (MINECOFIN), and Rwanda Energy Group (REG).
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•

Technical staff responsible for the appraisal of credit applications to purchase solar-based
systems. The SACCO shall be staffed with qualified staff in adequate numbers and provide,
promptly as needed, loans, services and other resources required for effective Project
implementation.

•

Credit Committee responsible for evaluation and approval of loan applications for solarbased systems.

•

Adequate policies and procedures to enable it to appraise and manage the credit risk and to
monitor and evaluate, in accordance with indicators acceptable to BRD and the World Bank,
the progress in Project implementation and the achievement of Project objectives.

Specific SACCOs responsibilities include:
•

Review of loan applications from both recruited and walk-in households and microenterprises;

•

Appraisal of eligibility of both recruited and walk-in households and micro-enterprises
applicants;

•

Appraisal of the financial condition/creditworthiness for each applicant;

•

Approval of loans by the SACCO Credit Committee;

•

Signing of appropriate loan agreements with household and micro-enterprise clients; service
agreement with service companies; as well as Sub-Loan agreement with BRD;

•

Ensuring that disbursements/payments to clients and service companies are made in a timely
manner against appropriate documents (to evidence the use of funds);

•

Ensuring that the SACCO’s borrowers follow environmental practices acceptable to the World
Bank both during the approval process and during implementation;

•

Enable BRD and the World Bank to inspect the sub-projects, as needed, as well as any
relevant records and documents;

•

Ensure that payments of interest and principal are timely made. On due-dates of interest and
principal, the SACCO shall also provide to BRD a written report on SACCO sub-loan
performance, deviation of payments from agreed terms, and an updated credit history of the
final beneficiaries;

•

Prepare all Project implementation reports specified in the OM on time and with good quality
information. Submit to BRD on agreed reporting dates;

•

Keep all necessary records and payment evidence, as required in legal documents and the OM;

•

At BRD and/or World Bank’s request, have the project-related financial statements audited by
independent auditors acceptable to the World Bank, in accordance with consistently applied
auditing standards, and promptly furnish the externally audited project related statements to
BRD and the World Bank;

•

Submit annual external audits of SACCO financial statements (prepared by reputable external
auditors and executed according to international auditing standards) to BRD no later than six

10

months after the end of each financial year. BRD shall submit the external audits to the World
Bank no later than seven days after it has received the external audits from a SACCO;
•

Prepare and furnish to BRD and the World Bank all information as BRD or the World Bank
shall reasonably request relating to Project implementation.
c. Role of the World Bank

The World Bank will be actively involved in supporting project implementation. It will:
•
•
•
•
•
•
•

Review performance of the SACCO loan portfolio during supervision missions;
Conduct site visits to observe progress and meet with beneficiaries and borrowers;
Supervise that the Environmental and Social Management System has been duly followed;
Disburse funds as requested. Review of disbursement management and financial flows, as
applicable;
Review and supervise the project implementation performance, including financial
management aspects;
Review of the internal audit reports, the annual audited financial statements complemented by
the operational and performance information reports, the auditor’s report, and remedial
actions recommended in the auditor’s management letters;
Discuss and agree with BRD on changes needed in the OM and discuss/address all issues that
might impede effective project implementation or compliance with agreed policies and
procedures.
d. Role of the Steering Committee

•
•
•
•
•
•
•
•
•

Provide general oversight and strategic guidance to the REF Project and monitor
implementation progress;
Identify and address challenges with participating entities;
Approve modifications to the qualifying criteria or from BRD to the borrowing entities;
Review and Approve the rules and guidelines of operations of the Facility with no-objection
from the World Bank;
Oversee the implementation of the activities that contribute to the agreed standard indicators
of outputs, outcomes and impacts;
Review and endorse quarterly project progress reports for onward submission to the BRD
Board of Directors;
Facilitate coordination between key government agencies and resolve issues;
Approve major changes to the REF project OM;
Trigger the process of activation of the financing window for direct financing of locallyregistered off-grid solar companies supporting Tier 1 and above solar systems.
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V.

SACCOs Qualification and Eligibility Criteria

The success of any financial intermediation operation critically depends on the effectiveness
and quality of the Participating Financial Institutions (PFIs). Strong and capable SACCOs,
which are in a stable financial condition with proper capacity to appraise and carry the credit risk, are
more likely to deliver funds effectively and efficiently to final borrowers, which are consistent with
Project objectives.
Access to participation shall be open to all interested SACCOs which are able to satisfy the
eligibility criteria. SACCOs that are to be considered for participation are required to:
•
•

Allow the qualified World Bank’s representatives on a need-to-know basis access to privileged
and confidential information necessary to appraise whether the SACCO meets and/or
continues to meet the agreed qualification criteria;
Agree to devote adequate resources to the Project, to establish and maintain an adequately
staffed credit appraisal/management group and credit risk committee, and to join any available
Project-related training.

The World Bank initially selected 20 strongly performing SACCOs in areas with the lowest
electrification rates and will appraise them in order to confirm whether they meet the agreed
eligibility criteria. All other SACCOs which are interested to participate should submit a written
request to BRD. Their eligibility will be appraised by BRD. The final decision on the SACCO’s
qualification for participation will be made after final review and consultation with the World Bank.
BRD shall be informed in writing whether the SACCO was able to meet the eligibility criteria.
Successful SACCO will be invited to sign the Subsidiary Financing Agreement.
a. SACCOs Eligibility Criteria
The eligibility criteria assessed in the due diligence process follow the general guidance
provided under World Bank Policy. Given that a large number of Umurenge SACCOs is still facing
considerable challenges in their operations, eligibility criteria need to be defined that are cognizant of
the nature of these institutions while at the same time ensuring that participating institutions are in
stable financial condition, are prudently managed with capacity to appraise and carry credit risk, and
are able to effectively report on project activities.
Once qualified, a SACCO will be expected to continue meeting the eligibility criteria at all times.
Compliance will be reviewed annually. The eligibility criteria include:
•

Compliance with prudential regulations issued by the National Bank of Rwanda (BNR) –
regular reporting to BNR. The SACCO must be in good standing with the BNR at all times
and observe all other applicable laws and regulations.

•

Adequate organization and governance – “fit and proper” owners; competent
management; adequate organization and institutional capacity for its specific risk profile.

•

Capital adequacy – compliance with BNR regulations with minimum capital of 15 percent
calculated as the ratio of total capital to total assets.

•

Adequate liquidity – compliance with BNR regulations (i.e. liquid assets to total deposits at
30 percent), well managed or no maturity gaps.
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•

Adequate profitability – positive profitability and stable earnings trend. Well-managed cost
structure.

•

Adequate credit portfolio structure and portfolio quality – well-defined lending policies
and procedures; acceptable credit portfolio structure; regular loan classification and
provisioning5; low concentration; lending to connected parties within prudential limits; low
level of NPLs (i.e. an NPL ratio as percentage of total assets not exceeding 5 percent);
effective collection practices.

•

Adequate internal controls, overseen by Audit Committee – independent internal control
function with defined procedures; annual internal controls plan; regular reviews by Audit
Committee and follow-up on issues raised in internal controls reports.

•

Adequate accounting and book-keeping and MIS system, with adequate internal
controls – must have credible financial statements with chart-of accounts as specified by
BNR, with at least basic IT support providing good accounting and bookkeeping, and
adequate support for transaction processing and loan portfolio management.

•

Appropriate implementation capacity – for carrying out client and sub-loan appraisals and
for supervision of the use of funds and micro-enterprise sub-project implementation.

b. Ongoing SACCO Financial Performance Criteria
Each SACCO will be required to demonstrate ongoing compliance with the following financial
performance indicators throughout its participation in the project. During supervision, the World
Bank team jointly with BRD will closely monitor the performance and on-lending through the
SACCOs.
Table 1: Ongoing SACCO Financial Performance Criteria
Standard in
current regulation
Capital Adequacy
Ratio
Liquidity Ratio

5

Limits

Formula definition

Min 15 percent

Total equity/ total assets. Every SACCO is required to
maintain an equity corresponding to a minimum of 15
percent of total assets.

Min 30 percent

Cash and cash equivalent/ sight deposits and contingent
liabilities. SACCOs must maintain a liquidity ratio of at
least 30 percent at all times. It must constitute a reserve
equivalent to one half of this ratio in the form of treasury
bills or term deposits with commercial banks.

At least four times per year and adequate provisioning.
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Standard in
current regulation

Limits

Formula definition

Fixed
Assets/Equity

Max 75 percent

Net fixed assets/ equity. Every microfinance institution,
union or federation must at all times cover the medium
and long-term uses of funds with stable resources.
Medium and long-term uses of funds are loans with
remaining tenors longer than one year and net capital
assets. Stable resources are deposits, borrowings and
other liabilities with remaining terms longer than one
year and equity. A SACCO is not authorized to utilize
more than 75 percent of its equity.

Insider
Loans/Equity

Max 20 percent

Loans to staff and directors and related parties/equity.
The total amount of commitments by a SACCO for all
its directors and employees may not exceed 20 percent of
its equity as established in the most recent financial
statements.

Total Net
Loans/Total Assets

Max 80 percent

Total loans/total resources. The total amount of
commitments made by a SACCO cannot exceed the
minimum of 80 percent of the volume of its resources.
Resources are deemed to include equity capital, deposits,
subsidies and long and medium term borrowings.

Total Equity
Max 40 percent
Investments/Equity

Equity investment/total equity. A SACCO is requested
to:

Single
Borrowing/Total
Deposits

Max 2.5
percent

•

hold equity in enterprises up to, for each
participation, either 15 percent of the amount of its
equity or 20 percent of the capital of the enterprise,
whatever limit is lower;

•

For all its participations, 40 percent of its own
equity.

Loans to single borrower/total deposits. A SACCO may
not grant loans, including overdrafts or credit facilities to
the same natural person or legal entity or group for an
amount exceeding 2.5 percent of its total deposits.
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Standard in
current regulation

Limits

Formula definition

Single
Borrowing/total
equity

Max 5 percent
if NPL ratio is
above 5
percent; Max
10 percent if
NPL ratio is
below 5
percent.

Loans to single borrower/equity. A SACCO may not
grant loans, including overdrafts or credit facilities to the
same natural person or legal entity or group for an
amount exceeding 5 percent of its total equity as
established in its most recent financial statements. The
ceiling is set at a maximum of 10 percent for SACCOs
whose non-performing loans are under 5 percent.

Provisioning
practices (days)

Overdue up to 3 months 25 percent, 6 months 50 percent and 12 months
100 percent. For overdrafts SACCOs should make provisions as follows:
overdue up to 3 months 75 percent and 6 months 100 percent.

c. Appraisal of SACCO Eligibility – Information Needed
Before the eligibility appraisal starts, information should be obtained on the SACCO’s
financial condition indicating that it is able to meet the eligibility criteria. This should include:
•

Ownership, governance structure and organization;

•

Latest financial statements obtained from BNR and the latest management reports obtained
from the SACCO;

•

Prudential supervisory data obtained from the National Bank of Rwanda (BNR);

•

Written policies and procedures covering credit risk appraisal and risk management;

•

Specification of internal audit functions and the list of internal audit reports produced in the
last 24 months.

d. SACCO Eligibility Review Process
The eligibility review will be executed by the World Bank for the initially selected 20 SACCOs.
Subsequently, interested SACCOs will be appraised by BRD with final approval obtained from the
World Bank. This shall include interviews with senior management of the SACCO and review of its
financial condition and policies and procedures relevant for credit risk management and Project
implementation. More specifically, it shall include:
•

Interviews with senior management regarding the SACCO’s organization, business strategy,
ownership and governance structure;

•

Interviews with senior management on the SACCO’s financial condition and profitability,
including review of related company policy documents and Board reports;

•

Interviews with senior management on lending policies, procedures and practices and internal
controls.

Once the eligibility has been confirmed, the SACCO will sign a Subsidiary Financing
Agreement with BRD. The Subsidiary Financing Agreement specifies details regarding the terms of
access to financing, mutual responsibilities and terms and conditions of participation of the SACCO in
15

the project. Once signed, it will allow eligible SACCO access to finance on specified terms for eligible
beneficiaries.
e. Implementation Requirements
A SACCO shall carry out activities with qualified management and technical staff in adequate
numbers for effective implementation of the Project. It shall conduct its operations in accordance
with sound practices and in conformity with sound lending policies and procedures referred to in the
OM. The SACCO shall:
•

Make loans to households and micro-enterprises clients on terms and conditions set forth in
the OM and comply with requirements specified in the Subsidiary Financing Agreement and
other signed legal documents;

•

Not assign, abrogate or waive any of its agreements providing for loans, or any provision
thereof, without prior approval of BRD and the World Bank;

•

Exercise its rights in relation to each such loan in such manner as to protect its interests and
the interests of the BRD, comply with its obligations under its respective Subsidiary
Financing Agreement and achieve the purposes of the Project;

•

Satisfy all reporting requirements for BRD and World Bank, as specified in Subsidiary
Finance Agreement;

f. Suspension
If a SACCO fails to be compliant with eligibility criteria and all applicable policies and
procedures specified in the OM, its access to Sub-financing shall be suspended. The
suspension rules are the following:
•

If a SACCO is found to breach the established eligibility rules for clients, further
disbursements and access to new funding will be suspended until the SACCO has fully
refunded the sub-financing related to the ineligible SACCO loans;

•

If a SACCO utilizes the funds for ineligible expenditures, it shall be asked to refund all Bankfinanced amounts that have been improperly used. Failure to address the issue and/or refund
by a given deadline would result in suspension;

•

If a SACCO fails to pay the interest and principal payments for longer than 60 days, it shall be
asked to make a reimbursement by a certain deadline. Failure to cover full interest and
principal due by a given deadline would result in suspension;

•

If a SACCO becomes insolvent, or shows negative profitability, it will be given a deadline to
improve its capital and/or financial position, or else the Bank-funded credit portfolio will be
moved to BRD or another SACCO which continues to meet the criteria. Such a SACCO will
be selected on a competitive basis. The insolvent SACCO will be suspended;

•

In cases when it has been established beyond reasonable doubt that a SACCO’s managers are
not "fit and proper", the SACCO will be given a deadline to remove such managers and
appoint ones that are "fit and proper", or else the Bank-funded credit portfolio will be moved
to BRD or another SACCO which continues to meet the criteria. Such SACCO will be
selected on a competitive basis.
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The actions needed to address the specific issues that provided the basis for suspension and
the deadlines by which the actions need to be completed will be defined by BRD in
agreement with the World Bank. The SACCO’s right to sub-financing may be restored once the
problems that have prompted its suspension have been adequately addressed. The appraisal on
whether the problems have been addressed will be executed by BRD or by a third party, if so agreed
between BRD and the World Bank. The decision on removing the suspension shall be made by BRD
in agreement with the World Bank.

VI.

Eligibility Criteria for Final Borrowers

a. Eligibility Criteria for SACCOs clients
SACCOs will use the financing to extend sub-loans to households and micro-enterprises.
Eligibility criteria for households include:
•

National identity card for at least one member of the household asking for a sub-loan;

•

The person in the household asking for the sub-loan must be a member of the SACCO with a
fully paid member contribution;

•

Has had an active account with the SACCO for the last 6 months;

•

Good credit history with the SACCO - has borrowed from the SACCO and repaid on-time;

•

Capacity to pay back the loan within a period of up to 24 months.

Eligibility criteria for micro-enterprises include:
•

The owner/company must be a member of the SACCO with a fully paid member
contribution;

•

Duly licensed and in business for the last 12 months with business address in the respective
area in which the SACCO operates;

•

Has had an active account with the SACCO for the last 12 months;

•

Good credit history with the SACCO - has borrowed from the SACCO and repaid on-time;

•

Capacity to pay back the loan within a period of up to 24 months;

•

Has basic book-keeping records such as sales, purchases, receipts and payments, etc.;

•

In compliance with local tax authorities.
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VII. SACCOs Sub-Loan Terms and Conditions
SACCOs’ loans to final borrowers will be extended under the following criteria:
•

The sub-loans will finance purchase of solar-based systems of Tier 1 and above access level by
households and micro-enterprises;

•

The sub-loans will be denominated in Rwandan Franc (FRW). The sub-loan interest charges as
well as all applicable fees will be denominated in FRW;

•

Maturities of sub-loans would be up to 24 months for sub-loans to households and microenterprises with up to 3 months grace period.

•

There would be no sub-loan prepayment penalties, and interest could be charged on a
declining balance formula.

a. SACCOs Sub-Loan Limits
•

For SACCOs, the wholesale finance amount will be equivalent to US$ 25,000 with loan
maturity of up to 36 months (including 3 months of grace period);

•

Once 90% of the approved wholesale finance amount has been utilized, the SACCO may
apply for an additional amount of Sub-financing. The application for additional tranche must
include full details on how the tranche has been used as specified in Annex 3;

•

The maximum sub-loan amount is US$ 200 equivalents for sub-loans to households; and US$
500 equivalents for sub-loans to micro-enterprises;

•

Successful SACCOs, which use the facility effectively and have a non-performing loan ratio of
less than 5 percent, will be able to receive a higher draw-down amount and a higher loan
cumulative amount if approved by BRD and the World Bank;

•

There will be no maximum financing amount available for one SACCO. Any changes in the
maximum limits should be agreed between BRD and the World Bank.

b. Credit Risk Aspects
SACCOs will assume full credit risk for all sub-loans to households and micro-enterprises.
c. Interest Rates
•

BRD will on-lend funds to SACCOs at interest rates that take into account BRD’s cost of
funds, operating costs and an appropriate credit risk margin;

•

The SACCOs for both households and micro-enterprises will be able to freely set their interest
rates on market terms. Interest rates are expected to cover at least the SACCO cost of funding,
operational costs and an appropriate credit risk premium based on the credit assessment of the
final borrower;

•

Interest and principal repayments on SACCOs sub-loans would be due monthly;

•

The interest rate arrangements and the spread will be reviewed by the World Bank from time
to time, and may be adjusted to reflect the risks and the applicable market terms.
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VIII. Disbursement Arrangements
Based on the Subsidiary Financing Agreement signed between the BRD and SACCO, specifying the
amount and the specific terms and conditions of sub-financing, the SACCO shall open a Dedicated
Account related to the sub-financing of the SACCO sub-loans (i.e., the loans to the final
beneficiaries), at the SACCO, BRD or financial institution acceptable to BRD.
The SACCO shall nominate one unit, and inform BRD accordingly, to be responsible for transmitting
the disbursement applications and monitoring disbursements. The SACCO shall submit the name of
an authorized representative that shall be a key contact point for the disbursements, and authorised to
sign the disbursement applications. The SACCO shall promptly inform BRD about any changes in
signature authority.
In order to realize a disbursement, the SACCO shall furnish to BRD a Disbursement Request. A
standard format for the Disbursement Requests is provided in Annex 6. The Disbursement requests in
the form of Applications of Withdrawal duly signed by the authorized representatives of the SACCO
should have the quarterly Interim Unaudited Financial Statements as supporting documentation for
advance replenishments.
a. Documentation Requirements
For all expenditures with respect to which withdrawals from the BRD Designated Account were made
on the basis of statements of expenditure, the SACCOs shall:
•

Maintain records and accounts reflecting such expenditures, including evidence that the subloan proceeds were used exclusively for eligible expenditures;

•

Retain until at least one year after the last withdrawal from BRD or payment out of the
Designated Account was made, all records (service agreements, orders, invoices, receipts and
other documents) evidencing such expenditures;

•

Enable BRD and the World Bank’s representatives to examine such records, as requested.

BRD will be responsible for collecting from the SACCOs and for retaining the supporting
documentation for statements of expenditures (SOE) and other payments and making them available
to World Bank supervision missions, as well as to the auditors, if and when requested.
If BRD (or the World Bank) shall determine at any time that any payment: (a) was not made for an
eligible expenditure or was made in an amount not eligible; or (b) was not justified by the evidence
furnished to BRD, the SACCO, shall, promptly upon notice from BRD: (i) provide such additional
evidence as BRD may request; or (ii) deposit into the Account specified by BRD an amount equal to
the amount that was not eligible or not justified.

IX.

Repayment Arrangements

SACCOs Principal Repayments - The SACCOs shall repay the principal amount of subsidiary
financing due in accordance with the amortization tables set forth in the respective Annexes to the
Subsidiary Financing Agreements.
The SACCOs are required to make payments to BRD regardless of whether or not they have received
payments from their borrowers. Each time a principle or interest due on a SACCO loan to the final
beneficiary is late, or the SACCO has classified any loan or credit as substandard, doubtful or loss, the
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SACCOs shall provide to BRD a report on the performance of the said loan or credit, the reason for
adverse classification and the subsequent developments, and the up-dated financial condition of the
final beneficiary. The SACCO shall agree to keep the credit history of the final beneficiaries on file
until the Project has been implemented.
The SACCO shall repay the subsidiary financing or any portion thereof before the agreed due date
upon demand being made by BRD:
•

if the SACCO fails on a due date to repay any part of the Subsidiary Financing, or to pay
interest thereon, or to make any other payment due;

•

if the SACCO or a Beneficiary cease to exist;

•

if the Agreement is terminated by BRD or by the SACCO;

•

if the SACCO does not cause borrowers to follow procedures, as specified in the OM, the
World Bank Anti-Corruption Guidelines and the World Bank Environmental and Social
Operations Manual;

•

if any information or document related to the Agreement concerning the SACCO or the
SACCO Sub-loans or credits proves to have been untrue or incorrect; and/or if any given
information concerning the Beneficiary proves to have been knowingly incorrect; or if the
SACCO in said cases did not make reasonable efforts to check the correctness of information.

SACCO Interest Payments - The withdrawn and outstanding balance of Sub-financing shall bear
interest at a rate specified in the agreements. The total interest due by the SACCO to BRD shall be
equal to the sum of interest on withdrawn and outstanding balances of Subsidiary Financing (for all
sub-loan financing extended to the SACCO).

X.

Monitoring, Evaluation and Reporting

Monitoring of project implementation progress and results indicators, as well as progress towards
achievement of the PDO, will be the responsibility of BRD as well as participating entities (SACCOs).
The PIU will collect data and reports from SACCOs and present progress in achieving the key and
intermediate indicators to the World Bank quarterly. This will be carried in conjunction with World
Bank team implementation and support missions.

XI.

External Audit Arrangements

The project annual financial statement will be audited in accordance with International Standards on
Auditing (ISA). The project’s financial information shall be also consolidated into the BRD accounts
audited by the external auditors.
SACCO External Audit Arrangements - The corporate borrowers shall maintain separate records
and accounts for the project in accordance with sound accounting practices. The borrowers shall:
•

Have their financial statements and Project related records and accounts audited each fiscal
year, in accordance with IFRS or applicable national accounting and financial reporting
standards, by independent auditors acceptable to BRD and the World Bank;

•

Furnish to BRD and the World Bank as soon as available, but not later than six months after
the end of each year, the external audit report, of such scope and in such detail as the World
Bank and BRD shall have reasonably requested;
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•

XII.

Furnish to BRD and the World Bank other information concerning records and accounts and
the audit thereof as BRD and the World Bank shall reasonably request.
Environmental and Social Management System

World Bank policy OP/BP 4.01 and OP/BP 4.12 are the only safeguard policies triggered by the
project in light of environmental and social risks from proposed activities. To ensure proper
assessment and mitigation of the potential adverse environmental and social impacts, an
Environmental and Social Management Framework (ESMF) and Resettlement Policy Framework
(RPF) will be used for guiding BRD on how to address any environmental and social impacts of
project investments. Thus, Environmental and Social risks associated with Rwanda Renewable Energy
Funds will be managed through the RPF, ESMF and BRD Environmental and Social Management
System (ESMS).
Environmental safeguards
The main environmental, health and safety concerns are likely to be associated with collection,
recycling and disposal of spent batteries at the end of their useful lives, which is usually 3-5 years after
deployment. Rechargeable batteries for storing solar energy may run on nickel-cadmium (Ni-Cad),
nickel metal hydride (NiMH), lithium-ion (Li-ion), lead-acid (Pb-A) or lead-gel (Pb-gel).
Environmental and social safeguards implementation Procedures
This OM sets out a structured set of environmental and social assessment requirements.
The key requirement is that the participating solar companies has an appropriate plan for collection,
disposal and recycling of spent batteries approved by Rwanda Environment Management Authority
(REMA).
Given that the World Bank loan proceeds will be used to finance sub-loans under the Financial
Intermediation Project, a key element of the ESMS will be maintaining a database for review by the
World Bank as part of its due diligence of the utilization of loan proceeds. Together with the formal
monitoring reports that are to be submitted every six months using the template provided in Annex of
the ESMS, each SACCO that utilizes World Bank loan proceeds on-lent by BRD will submit an
annual environmental and social performance report to BRD.
The World Bank will conduct supervision missions, and from an environmental and social
perspective, the frequency of those missions may vary according to the degree of environmental and
social impacts. However, it is expected that the World Bank will conduct supervisions every six
months. During semi-annual missions, the World Bank will supervise subproject’s environmental and
social safeguard arrangements in the following ways:
•

Review of BRD/ SACCO lending documentation related to environmental and social issues in
sub-projects financed from World Bank loan proceeds, including field reports from BRD’s
Environmental and Social safeguards officers, and relevant environmental reports from
Environmental regulatory authority;

•

Assess compliance with the BRD’s ESMS and OM requirements.

The World Bank will also assess the adequacy of institutional arrangements, such as staffing of
specialists, needed to implement the BRD ESMS effectively.
The database maintained by BRD should be readily available to World Bank staff responsible for due
diligence of the Project. Routine compliance with environmental and social indicators should be
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maintained in a database that is readily available to the World Bank for review during the
implementation of the subproject.
Applying World Bank Performance Standards
Eight Performance Standards that set out environmental and social screening procedures have been
adopted by the World Bank in its OP/BP 4.03 Performance Standards for Projects Supported by the Private
Sector for application to projects (or components thereof) financed by the World Bank that are
designed, owned, constructed and/or operated by a Private Entity.6
The Performance Standards are the following:
•
•
•
•
•
•
•
•

Performance Standard 1: Assessment and Management of Environmental and Social Risks and
Impacts;
Performance Standard 2: Labor and Working Conditions;
Performance Standard 3: Resource Efficiency and Pollution Prevention;
Performance Standard 4: Community Health, Safety, and Security;
Performance Standard 5: Land Acquisition and Involuntary Resettlement;
Performance Standard 6: Biodiversity Conservation and Sustainable Management of Living
Natural Resources;
Performance Standard 7: Indigenous Peoples;
Performance Standard 8: Cultural Heritage.

The Renewable Energy Fund Project is categorized as FI, and as such, each SACCO that utilizes the
World Bank loan proceeds coursed through the BRD will be required to:
•

follow the BRD ESMS commensurate with the level of social and environmental risks in its
portfolio, and prospective business activities;

•

apply relevant aspects of World Bank Performance Standard 2 to its employees;

•

Ensure that all subprojects supported by the World Bank comply with applicable national and
local laws and regulations and the World Bank Performance Standards.

BRD will review the existing portfolio and/or proposed business activities of the SACCO to identify
risks, and assess whether the ESMS developed by the SACCO is appropriate for managing those risks.
Projects will be categorized by the significance of their environmental and social/involuntary
resettlement impacts. Significance will be determined by scrutinizing the type, location, scale, nature,
and magnitude of a project’s potential impacts. The environmental and social safeguard categories that
BRD, and then, SACCOs will use are:
a. Environmental
•

6

Category B. Projects with anticipated moderate adverse impacts on the environment. These
include projects with minor environmental impacts, such mini-grids. Category B projects will

The Performance Standards can be found at www.ifc.org/enviro or on the Safeguards website of the World Bank, Further
information is provided in the World Bank Performance Standards for Private Sector Activities: Guidance Note. Additional
guidance may be sought in IFC’s Good Practice Notes, and IFC’s January 2012 Interpretation Note on Financial Intermediaries.

22

require the preparation of an environmental and Social Impact assessment. No category A will
be financed under REF;
•

Category C. Projects with no anticipated adverse environmental impacts. Category C projects
require no impact assessment studies.

b. Social
•

Category B. Projects where fewer than 200 people will require an Abbreviated Resettlement
Plan and A Resettlement Action Plan when the impact is significant.
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ANNEX 1: Subsidiary Financing Agreement between BRD and SACCOs
AGREEMENT dated ……………, entered into between Development of Rwanda (the Program
Implementing Entity) and [insert name of the SACCO– Participating Financial Institution (PFI)].
WHEREAS: (a) under a grant agreement (“Grant Agreement”) and a loan agreement (“Loan
Agreement”) (together, “Financing Agreements”), dated July 7, 2017, between the Republic of
Rwanda (“GoR”) and the International Development Association (“World Bank”), acting as
implementing entity to the Scaling-up Renewable Energy-Program under the Strategic Climate Fund
(“SCF-SREP”), the World Bank agreed to provide the GoR with a loan (SCF SREP Loan Number
TF0A4969) and a grant (SCF SREP Grant No. TF0A4990) (together, “SCF-SREP Financing”) to
assist in financing the Rwanda Renewable Energy Fund Project (“REF Project”), which is described in
Schedule 1 to the Financing Agreements.
WHEREAS, the World Bank has agreed, on the basis, inter alia, of the foregoing to extend
the SCF-SREP Financing provided under the Financing Agreements to the GoR upon the terms and
conditions set forth in the Financing Agreement.
WHEREAS, the GoR delegated the responsibility for implementation and management of
the Project to BRD, and, in this regard, the GoR has provided a portion of the SCF-SREP Financing
to BRD for purposes of BRD implementation of the REF Project.
WHEREAS, the World Bank has entered into a Project Agreement with BRD, dated July 7,
2017, in connection with the Financing Agreements for the REF Project.
WHEREAS, BRD has agreed to implement Part 1(a) of the REF Project, in accordance with
the Financing Agreements and the Project Agreement.
WHEREAS, BRD having satisfied itself as to the eligibility of [insert SACCO name] to
participate in the implementation of Part XXX of the REF Project, in accordance with the Project
Agreement and the REF Project Operations Manual, has offered [insert SACCO name] to assist in the
implementation of the Part 1(a) of the REF Project;
WHEREAS, [insert SACCO name] has agreed to join as Participating Financial Institution
(PFI) by receiving financing (“Subsidiary Financing”) to extend one or more sub-loans (“Sub-loans”)
to eligible beneficiaries (“Final Beneficiaries”) under the terms and conditions set forth in this
Agreement and in accordance with Financing Agreements, the Project Agreement and the REF
Project Operational Manual.
The BRD and the SACCO hereby agree as follows:
ARTICLE 1
Subsidiary Financing
1.1
BRD agrees to on-lend a portion of the proceeds of _________ (SCF-SREP Financing) on
terms and conditions set forth or referred to in this Agreement to the [insert SACCO name] for the
provision of Sub-loans to eligible Final Beneficiaries (as defined in the Financing Agreements and the
REF
Project
Operational
Manual)
for
financing
access
to
renewable
energy____________________________
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1.2
The [insert SACCO name] shall on-lend Subsidiary Financing exclusively for financing the
Sub-loans to Final Beneficiaries as a facility to access renewable energy, in accordance with Schedule 1
of the Financing Agreements.
1.3
The principal amount of the Subsidiary Financing shall be equal to the sum of all tranches and
all individual back-to-back Sub-loans extended by the [insert SACCO name] to Final Beneficiaries.
ARTICLE 2
Terms and Conditions of Subsidiary Financing
2.1.
Subsidiary Financing shall be available only for Sub-loans to be extended to eligible Final
Beneficiaries. Financing requests shall be selected, appraised, implemented and evaluated by the [insert
SACCO name], and Sub-loan Agreements shall be entered into, all in accordance with the principles,
eligibility criteria and procedures set forth in the REF Project Operational Manual and all the terms
and conditions set out in the Financing Agreements and the Project Agreement, including the
obligation to carry out the REF Project in accordance with World Bank Anti-Corruption Guidelines
and the World Bank Environmental Safeguard Review Framework.
2.2

Subsidiary Financing shall be denominated in FRW. Interest and other fees payable under

this Agreement shall be in FRW.
2.3
The SACCO Subsidiary Financing will be based on a drawdown model as follows: the client
submits an application to the SACCO for a loan for the purchase of a qualifying solar system of Tier 1
and above access level. The SACCO will appraise the eligibility and creditworthiness of the client, as
well as the feasibility of the investment in case of micro enterprises. If the SACCO is satisfied that the
client is creditworthy and that all applicable eligibility criteria are met, the loan will be approved by the
SACCO Credit Committee following applicable credit risk appraisal and management procedures. If
the SACCO Credit Committee approves the loan, a loan agreement with the beneficiary (including
mandatory clauses, as specified) will be signed and followed by disbursements to the final borrower.
ARTICLE 3
Interest Charges and Payments
3.1
The withdrawn and outstanding balance of Subsidiary Financing shall bear interest at a rate
equal to 1.5% plus a 3.5% basis points spread.
3.2
The total interest due by the [insert SACCO name] to BRD shall be equal to the sum of
interest on withdrawn and outstanding balances of Subsidiary Financing (for all tranches sub-loan
financing extended to the [insert SACCO name]). The interest shall be due quarterly every end March,
June, September and December of each year until total repayment.
3.3
Interest for Subsidiary Financing shall be paid to the account (revolving funds account) as
specified by BRD.
3.4
The interest rates taxable on all overdue amounts shall, in addition, automatically incur default
interest at a rate of 4% without having to notify [insert SACCO name], in case of failure to honor the
due installment as earlier agreed.
3.5
BRD shall be entitled to a management fee equivalent to 1% of the outstanding loan, plus 18%
VAT, payable on each repayment date.
3.6
In the event of the restructuring of the loan, BRD shall be entitled to a fee equivalent to 1%
plus 18% VAT of the loan balance restructured.
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ARTICLE 4
Repayment of Principal
4.1
The [insert SACCO name] shall repay the principal amount of Subsidiary Financing due in
accordance with the amortization tables set forth in the respective Tranche and Sub-Loan
Agreements.
4.2
The [ insert SACCO name] shall repay the principal amount of Subsidiary financing plus
interest after a grace period of three months (3) counted from the date the first disbursement is
effective;
4.3
After the grace period the [insert SACCO name] shall repay the entire disbursed tranche plus
interest on a quarterly basis for a period of thirty-six months (36).
4.3
The [insert SACCO name] shall repay the Subsidiary Financing or any portion thereof before
the agreed due date upon demand being made by BRD:
•

if the [insert SACCO name] Sub-loan or any portion thereof has been prepaid by the Beneficiary;

•

if the [insert SACCO name] fails on a due date to repay any part of the Subsidiary Financing, or to
pay interest thereon, or to make any other payment due;

•

if the [insert SACCO name] or a Final Beneficiary cease to exist;

•

if this Agreement is terminated by the BRD or by the [insert SACCO name];

•

if the [insert SACCO name] does not cause the Final Beneficiary to follow procedures, as specified
in the REF Project Operations Manual;

•

if any information or document related to this Agreement concerning the [insert SACCO name] or
the Sub-loans proves to have been untrue or incorrect; and/or if any given information
concerning the Final Beneficiary proves to have been knowingly incorrect; or if the [insert SACCO
name] in said cases did not make reasonable efforts to check the correctness of information.

4.4
The repayments of principal shall be due quarterly on March, June, September and December
of each year to the account (revolving funds account) as specified by BRD.
ARTICLE 5
Disbursements
5.1
The first disbursement on each portion of Subsidiary Financing shall be made upon signing of
the Subsidiary Financing Agreement__________(including tranche-based Sub-Loan financing and
back-to-back Sub-Loans financing for final beneficiaries). The first disbursement shall be equivalent to
one half of the related Sub-Loan Financing amount, but not more than FRW_________. The
disbursement shall be made by BRD to an account specified by the [insert SACCO name].
5.2
Further disbursements shall be made as per disbursement procedures specified in the REF
Project Operational Manual. The amounts may be withdrawn for expenditures made or to be made in
respect of the reasonable cost of goods and services for purposes of the REF Project and in
observance of procurement procedures as specified in REF Project Operational Manual and the
World Bank Procurement Regulations.
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5.3
For all expenditures with respect to which withdrawals from the Bank Loan Account and
BRD Designated Account were made on the basis of statements of expenditure, the [insert SACCO
name] shall:
•

maintain records and accounts reflecting such expenditures, including evidence collected from the
Final Beneficiaries showing that the Sub-loan proceeds were used exclusively for eligible
expenditures;

•

retain until at least one year after BRD and the World Bank have received the audit report for the
fiscal year in which the last withdrawal from the Bank’s Loan Account or payment out of the
Designated Account was made, all records (contracts, orders, invoices, bills, receipts and other
documents) evidencing such eligible expenditures;

•

enable BRD and the World Bank’s representatives to examine such records; and

•

ensure that such records and accounts are included in the annual audit referred to in Article 9 of
this Agreement and that the report of such audit contains a separate opinion by said auditors as to
whether the statements of expenditure submitted during such fiscal year, together with the
procedures and internal controls involved in their preparation, can be relied upon to support the
related withdrawals.

5.4 If BRD or the World Bank shall determine at any time that any payment: (a) was not made for an
eligible expenditure or was made in an amount not eligible; or (b) was not justified by the evidence
furnished to BRD, the [insert SACCO name] shall, promptly upon notice from BRD: (i) provide such
additional evidence as BRD or the World Bank may request; or (ii) deposit into the account specified
by BRD an amount equal to the amount that was not eligible or not justified.
ARTICLE 6
Pari -Passu
6.1 The [insert SACCO name] shall ensure that BRD’s rights under this subsidiary agreement will, at
all times until full repayment of the loan amount, be ranked equally with all of the [insert SACCO
name]’s unsecured and unsubordinated lenders.
ARTICLE 7
Eligibility Criteria
7.1
The [insert SACCO name] shall ensure that it continues to meet the eligibility criteria at all
times, including:
•

Compliance with prudential regulations issued by the National Bank of Rwanda (BNR) –
regular reporting to BNR. The SACCO must be in good standing with the BNR at all times and
observe all other applicable laws and regulations.

•

Adequate organization and governance – “fit and proper” owners; competent management;
adequate organization and institutional capacity for its specific risk profile.

•

Capital adequacy – compliance with BNR regulations with minimum capital of 15 percent
calculated as the ratio of total capital to total assets.

•

Adequate liquidity – compliance with BNR regulations (i.e. liquid assets to total deposits at 30
percent), well managed or no maturity gaps.
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•

Adequate profitability – positive profitability and stable earnings trend. Well-managed cost
structure.

•

Adequate credit portfolio structure and portfolio quality – well-defined lending policies and
procedures; acceptable credit portfolio structure; regular loan classification and provisioning 7; low
concentration; lending to connected parties within prudential limits; low level of NPLs (i.e. an
NPL ratio as percentage of total assets not exceeding 5 percent); effective collection practices.

•

Adequate internal controls, overseen by Audit Committee – independent internal control
function with defined procedures; annual internal controls plan; regular reviews by Audit
Committee and follow-up on issues raised in internal controls reports.

•

Adequate accounting and book-keeping and MIS system, with adequate internal controls
– must have credible financial statements with chart-of accounts as specified by BNR, with at least
basic IT support providing good accounting and bookkeeping, and adequate support for
transaction processing and loan portfolio management.

•

Appropriate implementation capacity – for carrying out client and sub-loan appraisals and for
supervision of the use of funds and micro-enterprise sub-project implementation.

•

Adequate environmental and social management risk systems. For carrying out due diligence
on Final Beneficiaries.

7.2
The [insert SACCO name] shall enable BRD to receive, as requested, from its supervisory
authority information on the following:
•

Ownership, governance structure and organization

•

Quarterly financial statements and the latest management reports from SACCO and its
supervisory authority Prudential supervisory data and other information to be obtained from the
National Bank of Rwanda (BNR).

•

Written policies and procedures covering credit risk appraisal and risk management

•

Specification of internal audit functions and the list of internal audit reports produced in the last
24 months.

ARTICLE 8
Implementation Requirements
8.1
BRD shall provide, promptly as needed, the funds, facilities, services and other resources
required for the implementation of the REF Project. The [insert SACCO name] shall maintain, with
terms of reference satisfactory to BRD and the World Bank:
•

A technical unit to be responsible of the appraisal of credit applications for solar-based systems.
The technical unit shall be staffed with qualified staff in adequate numbers and provide, promptly
as needed, loans, services and other resources required for effective Project implementation; and

•

A credit committee to be responsible for the evaluation and approval of Sub-loan applications.

7

At least four times per year and adequate provisioning.
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8.2
The [insert SACCO name] shall exchange views with, and furnish all information to BRD and
the World Bank, as may be reasonably requested by BRD and the World Bank, with regard to the
progress of its activities concerning participation under the REF Project, the performance of its
obligations under this Agreement, and other related matters. The [insert SACCO name] shall
promptly inform BRD of any condition which interferes or threatens to interfere with the progress of
its activities under this Agreement.
ARTICLE 9
Lending Practices
9.1
The [insert SACCO name] is obliged to carry out its lending activities as a PFI and conduct its
operations and affairs in accordance with appropriate financial standards and practices, with qualified
management and staff in adequate numbers, and in conformity with the investment and lending
policies and procedures referred to in this Agreement, in Financing Agreements, the Project
Agreement and other legal agreements related to implementation of the REF Project and in REF
Project Operational Manual.
9.2
The [insert SACCO name] shall follow procedures set forth in REF Project Operational
Manual and exercise its rights in relations to each such Sub-loan in such manner as to protect its
interests and the interests of BRD and the World Bank.
9.3
The [insert SACCO name] shall supervise, monitor and report on details, according to sound
practices and following procedures set forth in REF Project Operational Manual.
9.4
The [insert SACCO name] shall suspend or terminate the right of a Final Beneficiary to use
the proceeds of a Sub-loan extended by a [insert SACCO name], or accelerate or obtain a refund of all
or any part of the amount of said Sub-loan, upon the Final Beneficiary’s failure to perform any of its
obligations under the related Sub-loan Agreement or to comply with the provisions of the World Bank
Anti-Corruption Guidelines applicable to recipients of loan proceeds and the Environmental
Safeguard Review Framework.
ARTICLE 10
Accounting and Auditing
10.1 The [insert SACCO name] shall maintain separate records and accounts adequate to reflect in
accordance with the regulator of the [insert SACCO name] for the REF Project and sound accounting
practices the operations. The [insert SACCO name] shall:
• Have its financial statements and REF Project related records and accounts audited each fiscal
year, in accordance with international financial reporting standards or applicable national
accounting and financial reporting, by independent auditors as prescribed by the BNR.
• Furnish to the World Bank and BRD as soon as available, but in any case not later than six
months after the end of each year, the external audit report, of such scope and in such detail as the
World Bank and BRD shall have reasonably requested; and
• Furnish to the World Bank and BRD other information concerning records and accounts and the
audit thereof as the Bank and BRD shall reasonably request.
ARTICLE 11
Credit Risk Coverage
11.1 In case the [insert the SACCO name] fails to honor its obligations in this agreement, the Bank
shall seek a forced execution through state powers, pursuant to the Article 29, paragraph 2 of the law
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N°13bis/2014 of 21/05/2014 Governing the Office of Notary which states that: “Where any
notarized document evidences an unquestionable debt due for payment, the court registrar ay append
enforcement order thereto”.
ARTICLE 12
Transparency
12.1 In order to assure the transparency of information, the BRD shall publicize the REF Project
implementation related information on its web-site.
12.2 The [insert SACCO name] agrees to supply to BRD information necessary for impact
evaluation semi-annually. This shall include information on sub-loan beneficiaries, and other
information that BRD may reasonably request.
ARTICLE 13
Settlement of Disputes
13.1

The Parties shall use their best efforts to settle amicably all disputes arising out of or in
connection with this Agreement or the interpretation thereof. Any dispute between the Parties
as to matters arising pursuant to this Agreement which cannot be settled amicably within thirty
(30) days after receipt by one Party of the other Party's request for such amicable settlement
may resolved in accordance with the Rules of the Kigali International Arbitration Centre
(KIAC). The seat and venue of arbitration shall be in Kigali and the language of the arbitration
proceedings shall be English. The number of arbitrators to the proceedings shall be three
appointed in accordance of the laws of KIAC.

ARTICLE 14
Effectiveness of the Agreement
14.1

This Agreement will become effective on the date of its signing.

ARTICLE 15
Termination of the Agreement
15.1 This Agreement shall be terminated on _________upon completion of the Project. It may be
terminated earlier if suspended or terminated by the Parties.
15.2 The [insert SACCO name] may, by written notice of termination to BRD, terminate this
Agreement at any point upon repayment of disbursed amount not yet paid.
15.3 BRD may, by written notice of suspension to the [insert SACCO name], initiate suspension of
this Agreement:
•

If the [insert SACCO name] fails to be compliant with eligibility criteria and all applicable policies
and procedures specified in the REF Project Operational Manual,

•

If the [insert SACCO name] fails to maintain the appropriate financial standards and lending
practices, with qualified management and staff in adequate numbers;

•

If the [insert SACCO name] is found to breach the established eligibility rules for clients and
projects, further disbursements and access to new funding will be suspended until the SACCO has
fully refunded the sub-financing related to the ineligible loans and procurements.
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•

If the [insert SACCO name] utilizes the funds for ineligible expenditures, it shall be asked to
refund all Bank-financed amounts that have been improperly used. Failure to address the issue
and/or refund by a given deadline would result in suspension.

•

If the [insert SACCO name] fails to perform any of its obligations under this Agreement, or any of
the obligations set out in the Financing Agreements and further specified in the REF Project
Operational Manual related to procurement, environmental screening, or other Bank policies
mentioned in the Financing Agreements, it shall be asked to remedy any compliances by a certain
deadline, or else refund all amounts that have been improperly used. Failure to address the issue
and/or refund by a given deadline would result in full suspension.

•

If the [insert SACCO name] fails to pay the interest and principal payments for longer than 60
days, it shall be asked to make a reimbursement by a certain deadline. Failure to cover full interest
and principal due by a given deadline would result in suspension.

•

If the [insert SACCO name] becomes insolvent, or shows negative profitability, it will be given a
deadline to improve its capital and/or financial position, or else the bank-funded credit portfolio
will be moved to BRD or another bank which continues to meet the criteria. Such a bank will be
selected on a competitive basis. The insolvent bank will be suspended.

•

If the [insert SACCO name] fails to continue to be in compliance with applicable legal and
regulatory requirements applicable to its operations.

15.4 The BRD suspension notice shall specify the reasons for suspension and, in cases when the
reason for suspension can be addressed, it may specify potential remedies. If, upon receiving a
suspension notice from BRD, the [insert SACCO name] fails to remedy the reason for suspension in
the period of 60 days, BRD may terminate this Agreement by written notice of termination to the
[insert SACCO name].
15.5 Upon termination of this Agreement all rights and obligations of parties shall cease except the
[insert SACCO name] financial obligations as per Articles 3 and 4 of this agreement and the [insert
SACCO name] obligations pursuant to Article 9 of this Agreement.
ARTICLE 16
Representatives and Addresses
15.1

BRD represented by its Chief Executive Officer:
Development Bank of Rwanda
P.O. Box 1341Kigali, Rwanda:

12.2

the SACCO name, represented by:
Address for the SACCO is:
Signed on ………………………..

By BRD

By [SACCO]

Authorized Representative

Authorized Representative
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Appendix 1
Section I. Definitions
1.

“Anti-Corruption Guidelines” means the “Guidelines on Preventing and Combating Fraud
and Corruption in Projects Financed by IBRD Loans and IDA Credits and Grants”, dated
October 15, 2006 and revised in January 2011 and as of July 1, 2016.

2.

“Category” means a category set forth in the table in Section IV.A.2 of Schedule 2 to this
Agreement, or a category set forth in the table in Section IV.A.2 of Schedule IV.A.2 of
Schedule 2 to the Grant Agreement, as the case may be.

3.

“Direct Loans” means loans made by the Project Implementing Entity directly to Final
Beneficiaries through Window 3 or Window 4 under Part 1 of the Project.

4.

“Direct Loan Agreement” means an agreement between the Project Implementing Entity and
a Final Beneficiary for a Sub-project under Windows 3 or 4 of the REF.

5.

“Environmental and Social Management Framework” or “ESMF” means the plan prepared
and disclosed by the Borrower/Project Implementing Entity and the World Bank, dated April
13, 2017, setting out the modalities to be followed in assessing the potential adverse
environmental and social impacts of Project activities (including impacts on natural habitat,
forests, and physical cultural resources, as well as pest management measures) and the
measures to be taken to offset, reduce or mitigate such adverse impacts; as well as for the
preparation of environmental and social management plans, as such framework may be
amended by the Borrower from time to time, with the prior written agreement of the World
Bank.

6.

“Final Beneficiaries” means qualifying households, micro enterprises, solar system importers,
wholesalers, retailers, installers, solar electricity service providers, and mini-grid developers
meeting the respective eligibility criteria and conditions specified in the Operations Manual
under the respective on-lending windows for Final Direct Loans, or under the activated
windows for Direct Loans, as the case may be, under Part 1 of the Project.

7.

“Final Direct Loans” means loans made by SACCOs or Participating Banks to Final
Beneficiaries under either of Windows 1 or 2 through the respective Subsidiary Credit Lines
provided under Part 1 of the Project.

8.

“Final Direct Loan Agreement” means an agreement between a SACCO and a Final
Beneficiary for a Sub-project under Window 1, or an agreement between a Participating Bank
and a Final Beneficiary for a Sub-project under Window 2 of the REF.

9.

“Grant Agreement” means the agreement of even date herewith, between the Recipient and
the World Bank, acting as implementing entity of the Scaling-Up Renewable Energy Program
under the Strategic Climate Fund, providing a grant in the amount of $21,440,000 to assist in
financing the Project.

10.

“MINECOFIN” means the Borrower’s Ministry of Finance and Economic Planning, or any
successor thereto.

11.

“MININFRA” means the Borrower’s Ministry of Infrastructure, or any successor thereto.
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12.

“Operations Manual” or “OM” means the operations manual to be adopted by the Project
Implementing Entity pursuant to the provisions of Section I.B.1 of the Schedule to the Project
Agreement.

13.

“Operating Costs” means the reasonable incremental expenses incurred by the Project
Implementing Entity, based on annual budgets approved by the World Bank, on account of
Project implementation, management, and monitoring, including office supplies and
consumables; communication costs; operation and maintenance of office vehicles and
equipment; per diem and national and international travel costs and accommodations for Project
staff; reasonable bank charges; and allowances and salaries of the Project’s contractual staff
(but excluding the salaries of the Borrower’s civil/public servants).

14.

“Participating Banks” means commercial and microfinance banks to be selected by the Project
Implementing Entity for participation in the Participating Bank Subsidiary Credit Line under
Part 1 of the Project, on the basis of the criteria and approval procedures set forth in the
Operations Manual, and in accordance with the provisions of Section I.D.1 of the Schedule to
the Project Agreement.

15.

“Participating Bank Subsidiary Credit Line” means a line of credit under Window 2 of the
REF, provided by the PIE to a Participating Bank under a Participating Bank Subsidiary
Lending Agreement.

16.

“Participating Bank Subsidiary Lending Agreements” means the agreements entered between
the Project Implementing Entity and the Participating Banks, for the purposes of the Project,
pursuant to the provisions of Section I.D.2 of the Schedule to the Project Agreement.

17.

“PIU” means the project implementation unit established in the Project Implementing Entity
pursuant to the provisions of Section I.A.2 of the Schedule to the Project Agreement.

18.

“PPP Law” means the Law governing Public Private Partnership in Rwanda, No. 14/2016 of
2nd/05/2016 Gazette 22 of 30/05/2016.

19.

“Procurement Plan” means the Borrower’s procurement plan for the Project, dated May 9,
2017, and provided for under Section IV of the Procurement Regulations, as the same may be
updated from time to time in agreement with the World Bank.

20.

“Procurement Regulations” means the “World Bank Procurement Regulations for Borrowers
under Investment Project Financing”, dated July 1, 2016.

21.

“Project Agreement” means the Strategic Climate Fund Scaling-Up Renewable Energy
Program Project Agreement for the Project, of even date herewith between the World Bank
and the Project Implementing Entity.

22.

“Project Implementing Entity” or “PIE” means the Development Bank of Rwanda.

23.

“Project Implementing Entity’s Legislation” means the Memorandum and Articles of
Association approved by Resolution No. 8 of the meeting of shareholders of the Development
Bank of Rwanda, dated March 23, 2012.

24.

“Project Steering Committee” means the project steering committee referred to in Section
I.A.1 of Schedule 2 to this Agreement.

25.

“Qualifying solar system” means all supported systems required to meet the Lighting Global
Quality Standards or equivalent national quality standards, acceptable to the World Bank,
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subject to regular independent verifications to ensure alignment with International
Electrotechnical Commission (IEC) Technical Specifications.
26.

“REG” means Rwanda Energy Group, established pursuant to the law N° 97/2013 of 31
January, 2014.

27.

“Resettlement Policy Framework” or “RPF” mean a document in form and substance
acceptable to the World Bank dated April 13, 2017, which framework outlines the policies and
procedures to be implemented in the event that specific activities implemented under the
Project have potentially negative impacts on the livelihoods, assets and land of the affected
population, as the said framework may be amended and/or supplemented from time to time
with the prior written consent of the World Bank, and such term includes any schedules to
such document”.

28.

“SACCOs” means savings and credit cooperatives, established and operating under the laws of
the Borrower pertaining to savings and credit cooperatives.

29.

“SACCO Subsidiary Credit Line” means a line of credit under Window 1 of the REF,
provided by the PIE to a SACCO under a SACCO Subsidiary Lending Agreement.

30.

“SACCO Subsidiary Lending Agreements” means the agreements entered between the Project
Implementing Entity and the SACCOs, for the purposes of the Project, pursuant to the
provisions of Section I.D.2 of the Schedule to the Project Agreement.

31.

“Safeguards Instruments” means the ESMF, the RPF and any Supplemental Social and
Environmental Safeguards Instruments.

32.

“SREP Design Document” is the design for the Scaling-up Renewable Energy Program,
approved by the Strategic Climate Fund Trust Fund Committee and issued on June 1, 2009,
and as said design may be amended from time to time in accordance with its terms.

33.

“Scaling-up Renewable Energy Program” or “SREP” means the program established under
the Strategic Climate Fund in accordance with the Governance Framework for the Strategic
Climate Fund for the purposes set forth in the SREP Design Document.

34.

“Standard Conditions” means the Standard Conditions for Loans Made by the World Bank
Out of the Climate Investment Funds, dated February 18, 2014, with the modifications set
forth in Section II of this Appendix.

35.

“SMEs” means small and medium enterprises.

36.

“Sub-projects” means qualifying Tier-1 (or higher) solar systems to be acquired by qualifying
Final Beneficiaries under the terms of Final Direct Loans under Windows 1 or 2 of the REF,
or qualifying renewable-energy based mini-grids to developed under the terms of Direct Loans
under Window 3 of the REF.

37.

“Subsidiary Financing Agreement” means the agreement referred to in Section I.B of Schedule
2 to this Agreement pursuant to which the Borrower shall make part of the proceeds of the
Loan available to the Project Implementing Entity.

38.

“Subsidiary Credit Lines” means wholesale lines of credit provided by the Project
Implementing Entity to SACCOs and Participating Banks under Part 1 of the Project under
either a SACCO Subsidiary Lending Agreement or a Participating Bank Subsidiary Lending
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Agreement, as the case may be, all in accordance with the provisions of Section I.D of the
Schedule to the Project Agreement.
39.

“Supplemental Social and Environmental Safeguard Instrument” means any site-specific or
sub-project specific environmental and social management plan, resettlement action plan, pest
management plan, or other supplemental social and environmental safeguards instruments as
required under the terms of the ESMF or RPF.

40.

“Tier 1” means a solar system with 1000 lumen hours and above, so defined under the
Borrower’s SE4All Multi-Tier Framework, in accordance with the Borrower’s Rural
Electrification Strategy.

41.

“Training” means the costs attributable to seminars, workshops, and study tours, along with
travel and subsistence allowances for training participants, and costs of services of trainers,
rental of training facilities, preparation and reproduction of training materials, and other
activities directly related to course preparation and implementation, all within a plan and
budget approved by the World Bank.
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ANNEX 2: Sub-loan Agreement between SACCOs and their clients
LOAN AGREEMENT No:………………..…………………
AGREEMENT dated ……………, entered into between [insert name and address of the SACCO]
and lender on one hand and [insert name and address of the Household or Micro-enterprise – Final
Beneficiary] on the other hand
[insert name of the SACCO] and [insert name of the of the Household or Micro-enterprise
beneficiary] hereby agree as follows:
Article 1: Purpose of the loan
Lender agrees to lend a portion of the loan on terms and conditions set forth or referred to in this
Agreement to the [insert Household or Micro-enterprise (name)] for the implementation of its project
related to renewal Energy located in …………………………. Village, ………………...Cell,
…………………. Sector, ……………………………. District……………………...Province.
Article 2: Amount of loan
Under the terms of this loan and security contract, the Lender lends a loan facility amounting to
…………………………………….. (……………….. FRW) which the Final Beneficiary declares to
have no objection.
Article 3: Repayment
All amounts drawn and outstanding under the Facility and all interest and other sums payable in
respect of the Facility shall be due and payable at any time forthwith on demand.
The Facility is repayable immediately should an event of default occur.
The facility shall be repaid in ……………… consecutive monthly/quarterly instalments of
approximately FRW ………….. each, inclusive of interest. The tenor includes ………. months grace
period on principal.
The first repayment of the principal amount of the loan must be made on …….. day of the month of
……….., year ……... Subsequent payments must then be made on the last day of every
month/quarter until the loan is repaid in full.
Article 4: Interests, fees, commissions and charges
Interest on the facility shall be paid at ……% rate at the same time with the principal.
Interest on the Facility shall be computed on a reducing balance basis
Processing and management fee …% per annum after the signing of the letter of offer.
Ledger fees and other charges and commissions shall be charged in accordance with the Bank’s tariff
published from time to time.
Article 5: Securities
All the loan amount, loan interests, arrears and any other fees and commissions received or payable by
the beneficiary will be covered by the securities with the following details:
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Security

Value

A property in the plot No. ………., size: …………,
located in …………….Cell, …………….Sector,
…………….District, ……….. Province. The Plot
UPI :…./....../....../…../….. has been registered as a
mortgage for the loan on ……….
TOTAL SECURITY

…………….. FRW
……………. FRW

Article 6: Confidentiality
The Final Beneficiary agrees not to disclose to any third parties any information provided by the Bank
in connection with this offer, except to those legally required.
Article 7: Other covenants
The Final Beneficiary shall advise the [Insert name of the SACCO] immediately of any changes in
his/her occupation or any material or major happening that may affect the Final Beneficiary’s capacity
to generate income.
Article 8: Validity
Each party pronounces and provides to the other party that this Contract is fully valid, made and
delivered, and that the performance of its obligations is not in any conflict, with any law or any other
agreement by which it is bound.
Article 9: Entry into force and Duration
This Loan Agreement shall enter into force on the date of signature by the Parties concerned and stays
into force until full loan repayment (principal, interests, and any other fees that may be reasonably
incurred by the lender in relation to this loan).
Article 10: Cessation
In case of dispute between the parties arising out of this Memorandum or in connection with it or
related to the termination thereof, the Parties should undertake amicable settlement before judicial
process. To this end, the Parties will meet within sixty days (60) of the invitation sent by registered
letter by either party to the other party. If this meeting do not take place within that period or if the
dispute is not the subject of a written resolution by all concerned parties within sixty days of the
meeting, the injured party shall have the full right to refer the matter to the Rwandan competent
courts.
Article 11: Applicable Law
The validity, interpretation, execution and performance of this Agreement shall be governed by
Rwandan Laws
Done in three original copies
Kigali the …………………………..
FOR [Insert SACCO’s name]

Beneficiary
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ANNEX 3: Tranche Utilization Report for SACCOs
Tranche Utilization Report (from SACCO to BRD)
Name and ID Number
Tranche Number and Date When Tranche Sub-Loan Contract Signed

No
T/C

Name

ID
Number

Address

Amount

T1/1
T1/2

T/C

Tranche Number and Credit Number

Name of household client or SME using drawdown
Address of client
Amount of sub-loan approved
Tenor of Sub-Loan
Date Sub-loan contract signed
Items bought from sub-loan amount
Solar company that will provide goods and services
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Tenor

Date
Signed

Used
for

Solar
Company

ANNEX 4: Service Level Agreement with off-grid solar companies
MEMORANDUM OF UNDERSTANDING (MOU)
Between
[Insert the name of the SACCO or Bank
AND
[Insert the name of the Solar Company]

Kigali, ……………….., 2018

39

This MoU is made on the … [insert day] day of … [insert month and year].
Between:
[insert name of SACCO OR Bank] a limited Company, registered under incorporation
number ………., whose head office is ……………., hereunder referred to as “the PFI” and;
[ the Supplier], A private company limited by shares, dully registered under the company code
n°………….., whose registered physical address is …………………………, legally represented by
………………………………………hereunder referred to as “Supplier”
Supplier and PFI jointly referred to as “the Parties”
WHEREAS:
The Government of Rwanda has resolved to increase electricity access in Rwanda through off grid
technology and facilitate private sector participation in renewable off-grid electrification;
The targeted beneficiaries are Rwandans households and businesses (“Final Beneficiaries”) selected
pursuant to criteria established in the Project Operational Manual, which will gain to off-grid
electricity services through solar systems or mini-grids and whose use of electricity will replace
consumption of diesel, kerosene and dry cell batteries as well as other alternative fuels;
In the framework of implementing the above main objectives, both parties desire to enter into a
Memorandum of Understanding on the terms and conditions hereinafter set forth;
NOW, THEREFORE, THE PARTIES HEREBY AGREE AS FOLLOWS:
1. Scope, purpose and intent
The undersigned Parties, through this MOU, commit to jointly develop and cooperate to finance,
distribute and install solar equipment to the Final Beneficiaries, under the framework of the
Renewable Energy Fund Project (“the Project”) of the Government of Rwanda.
The undersigned Parties, through this MOU, commit to jointly collaborate to increase electricity
availability to the Final Beneficiaries through off grid solar systems.
2. Terms of the agreement
This Agreement is valid and shall continue in full force and effect until the end of thirty six months
(36 months), starting on ………………. [ insert the date of signature by both parties].
3. Notice without prejudice
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Either Party can terminate this MOU by providing written notice to the other, subject to all invoices
and costs being paid. All amendments in relation to this MOU shall be made at any time by mutual
consent of the Parties.
4. Program overall target and resources
Both Parties agree that they will cooperate to distribute and finance _____ systems during the period
of the agreement. Each Party will deploy or hire sufficient staff and resources to reach these targets.
5. Project preparation phase
Both Parties will cooperate to develop a process for marketing, customer acquisition, customer
approval, delivery and installation, after sales services, payments and collections.
At this phase Parties will agree the process for payment by the PFI to the Supplier for systems
purchased including what proportions of the equipment cost will be paid at the time of sub-loan
approval, installation, and performance verification after agreed period.
(i) up to 25% of the total loan amount will be disbursed upon [Name of SACCO] Credit
Committee’s approval of the loan to the beneficiary. The [Name of SACCO] will notify the
off-grid solar company of the approval and complete the disbursement subject to the
installation occurring within an agreed timeframe.
(ii) up to 95% of the total loan amount will be disbursed upon confirmation from the beneficiary
that installation has been completed, the equipment is working, and warranty and after sales
service agreement has been provided; and
(iii) the remaining 5% of the total loan amount will be disbursed no later than 90 days after
installation.
6. Project Governance
• Each Party will appoint a focal point on matters pertaining to this MOU.
• Focal points will meet at least once per month to review progress and resolve operational
issues.
• Focal points will produce a report for senior management once per month.
In the event that issues cannot be resolved at focal point level, a senior executive from each Party will
resolve the issue jointly within 30 days.
7. Project Implementation
7.1. Obligations of the Supplier
The Supplier hereby agrees to:
•

•

Provide to the Final Beneficiaries with the solar system equipment whose specifications are in
accordance with the Lighting Global Quality Standards or equivalent national quality
standards, if those are acceptable to the World Bank, subject to regular independent
verifications to ensure alignment with International Electrotechnical Commission (IEC)
Technical Specifications.
Plan and fund its purchase of stock to avoid unnecessary delays to Final Beneficiaries who
have been approved to receive systems.
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•
•
•
•
•
•
•
•
•

Agree to be paid an amount of ………………………. per energy solar system equipment,
subject to the deposit amount of ……………...
Delivery process up to the Final Beneficiaries wherever they are located and without further
undertakings by the [ insert the name of the PFI).
If relevant cater for the installation process up to the effective functioning and production of
solar electricity as expected by the PFI and the Final Beneficiaries.
Support the Final Beneficiaries of system by assisting them to receive the full benefits of the
manufacturer warranty in a timely manner.
Repossess the equipment which does not perform as per expected standards. or in case of
non-repayment of the financed equipment so as to give it to any other interested person.
Exchange of all relevant documentation to the PFI and provide any information related to the
project as may be reasonably requested by PFI.
Joint marketing and promotion of the solar energy system about its availability and its proper,
effectiveness and efficiency of the system.
Finance in terms of salaries, and any other reasonable expenses that may be incurred by in
relation to his/her personnel in connection to the Project.
Provide monthly electronic reports to [insert PFI name] on the implementation of the Project,
including the serial numbers of each installed solar electric system and any other reasonably
agreed aspects of the Project to be mutually agreed by [insert PFI name] and Supplier.

7.2. Obligations of the PFI
The PFI hereby agrees to:
•
•
•
•
•
•
•
•

Provide details of the solar system equipment to be supplied.
Participate in joint marketing programs.
Brief staff of the Supplier in the credit screening process so as to make the proposal of
customers to the PFI more effective.
Provide a credit approval or refusal within ____ days of receiving an application;
Pay the Supplier according to the payment arrangements defined in the Project Preparation
phase.
Provide the financing to the Final Beneficiaries as defined in the sub-loan agreement.
Initiate and support repossession with all documentation necessary.
Oversee the implementation and monitoring of the Project.

The Parties hereby agree that upon PFI’s discretion, if the Supplier does provide technical support the
Final Beneficiaries, the PFI may deduct the cost of obtaining alternative support from any money
owing to the Supplier.

8. Disputes Resolution
For any dispute in relation to the implementation of this MOU, the Parties thereto involved shall
endeavor in good faith an amicable settlement. Unless all possible and reasonable attempts to resolve
the dispute in good faith are exhausted with no success, this MOU is not subject to be referred to
Rwandan Competent Courts.
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For and on behalf of [insert name of the PFI]
………………………………………
For and on behalf of the [name of the Supplier]
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ANNEX 5: Annex to Subsidiary Financing Agreement
Between
BRD (“PIU”)
and
[insert PFI name]
(To be signed for each Sub-loan extended or to be extended by a PFI that will be funded by Subsidiary
Financing out of Bank Loan proceeds. References in the text are related to PFI Sub-Loan Agreement signed
or to be signed between the PFI and the Beneficiary for purposes of financing expenditures for goods, services or
works under a Sub-project or to provide tranche finance for sub-loans to final beneficiaries for the solar
equipment..)
Article 1 – (Sub-Projects Financing Version)
This Annex to the Subsidiary Financing Agreement ___ [insert reference number for the SFA]
dated _________[insert SFA signing date] between _________(“PIU”) and __________Bank
(“PFI”) is made to provide funding for a PFI Sub-loan to finance a Sub-project _______[insert name
of the Sub-project] for the Beneficiary [insert name of the Beneficiary] in the amount of
_______[amount of the PFI Sub-loan]. The description of the sub-project is attached as Attachment
C.
Article 1 – (Tranche Financing Version)
This Annex to the Subsidiary Financing Agreement ___ [insert reference number for the SFA]
dated _________[insert SFA signing date] between _________(“PIU”) and __________Bank
(“PFI”) is made to provide funding for purchase of solar equipment, as specified in Attachment B in
the amount of _______[amount of the PFI tranche.
Article 2
The maturity of the said PFI Sub-loan/tranche is _______ (insert PFI Sub-loan maturity).
The grace period is ______(insert length of grace period). The currency of the said PFI Sub-loan is
RWF. The amortization table for the principal is attached as Annex A to this Agreement.
Article 3
The proceeds of the PFI Sub-loan shall be used to purchase ______ [goods, services, works],
the specification of which is attached as an Attachment B.
The PFI shall use the Subsidiary Financing exclusively for the purpose specified in the
Attachment B.
Article 4
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The PFI shall repay the principal amount of related Subsidiary Financing in accordance with
the amortization table set forth as Attachment A.
The withdrawn and outstanding balance of Subsidiary Financing related to this Sub-loan shall
bear interest at a rate equal to _________________.
The PIU and the PFI agree on quarterly payments of the accumulated interest charges. The
payments shall be due on (insert dates) starting from ________ (insert date).
The payments shall be made into the ________________Account. The sum payable by the
PFI shall be deemed to have been paid when received in the said Account.
[Specify other aspects/payments, if any]
Article 5
(Specify obligations related to the provision of information and other possible obligations
related to following the rules specified in Operations Manual, such as related to environmental
screening or safeguards).
Other related matters are specified in the Subsidiary Finance Agreement between the PFI and
BRD of ______(date), the terms of which both parties have knowledge.
For the PIU

For the PFI

______________ (signed)

___________ (signed)

Attachments
1)

Attachment A: Amortization table [equivalent to PFI Sub-loan amortization schedule].

2)
Attachment B: i) List of [goods, services, works] expected to be purchased by SME from the
PFI Sub-loan proceeds; or ii) List of solar systems that could be financed to be purchased by final
beneficiaries.
3)

Attachment C: Specification/description of the PFI Sub-project financed.
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ANNEX 6: Subsidiary Financing Request
Renewable Energy Fund Project
SACCOs (On-lending to Individuals, Households, Micro-Enterprises and SMEs)
Loan Application/Disbursement Request Form
Name & Address of the SACCO
To

Program Implementation Unit (PIU), Development Bank of Rwanda (BRD)
Kigali

In continuation of our letter No. ________ date ____________ forwarding our Interim Unaudited
Financial Statements, we forward herewith our application for sanction of a loan of FRW
_________________ (in words _____) under the Renewable Energy Fund Project of the credit line
for On-lending to households and micro-enterprises.
We enclose a certified copy of our Board Resolution No. ______ date ____ approving our application
for the captioned loan and also authorizing ________________ (Name) (Designation) to execute
necessary documents for the loan on behalf of our Bank/SACCO in favor of the BRD.
We request that the loan may be sanctioned for a period of _______ years, subject to your usual
terms, including the rate of interest.

General Manager,
[SACCO Name]
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