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REFORMING THE ELECTRICITY SECTOR IN SIERRA LEONE
Electricity institutions’ capacity improved, but sustainability is in question

Program Overview

MCC’s $40.5 million Sierra Leone
Threshold Program (2016-2021)
focused on establishing a foundation
for the effective and financially viable
provision of electricity and water
services in Freetown. The $11.9 million
Electricity Sector Reform Project
(ESRP) aimed to improve the elec-
tricity sector’s institutional and legal
frameworks, planning capacity, and
operational efficiency. The $7.6 million
Regulatory Strengthening Project
(RSP) aimed to build the capacity

of the new regulator, improve sector
governance and support the long-term
financial sustainability of the electricity
sector.

MCC commissioned Social Impact to
conduct an independent final perfor-
mance evaluation of the ESRP and
RSP Full report results and learning:
https:/data.mcc.gov/evaluations/
index.php/catalog/255.

Key Findings
@ Coordination and Planning

>

>

Participation in steering committee meetings increased, the
sector roadmap was used for vital planning, and decision-mak-
ers received tools to monitor and manage performance.

It is uncertain if activities will be sustained beyond the ESRP
as the Ministry of Energy’s planning unit is understaffed and
underfunded.

@ Operational Capacity and Financial Performance

>

The Electricity Generation and Transmission Company (the
Generation Company) improved on operational metrics includ-
ing planning, data use and reporting to the regulator. The
Electricity Distribution and Supply Authority (the Distribution
Authority) received limited support from the ESRP.

Neither utility generated sufficient income to fully cover debt
obligations.

@ Regulatory and Tariff Reform

>

The Electricity and Water Regulatory Commission (the
Regulator) credited the RSP with a successful tariff dry run,
passing regulations through Parliament and improving over-
sight of utilities. However, limited funding threatens the regula-
tor’s independence.

While the regulator achieved 90 percent of the Results-Based
Financing Activity’s target payments, the Generation Company
and the Distribution Authority received less than 30 percent.


https://www.mcc.gov/where-we-work/program/sierra-leone-threshold-program
https://www.mcc.gov/where-we-work/program/sierra-leone-threshold-program
https://assets.mcc.gov/content/uploads/ME-Plan-SLE-Th-V5-Dec20.pdf
https://data.mcc.gov/evaluations/index.php/catalog/255
https://data.mcc.gov/evaluations/index.php/catalog/255
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Evaluation Questions

This performance evaluation was designed to answer the following questions:

1. To what extent has coordination and plan- §, How have the activities impacted business

ning within the electricity sector improved operations and strategic planning within
as a result of the ESRP? the Generation Company and Distribution
Authority?
2. What evidence is there that the Genera- 4. How useful were the RSP’s efforts in real-

tion Company and Distribution Authority
are improving their financial performance
as a result of the ESRP?

izing regulatory and tariff reforms in the
electricity sector?

Detailed Findings
@ Coordination and Planning

ESRP activities included coordinating
electricity sector steering committee
meetings, developing a roadmap with
priorities and action items to guide

the sector through 2030, establishing a
planning unit at the Ministry of Energy,
developing an integrated resource plan to
guide power procurements, and facilitat-
ing a power purchase agreement between
the two major utilities. This support
contributed to improved collaboration
among stakeholders and increased their

understanding of sectoral policies and

programes, prlmarlly through participat- Kingtom thermal power station and the Generation

ing in the steering committee. Company’s headquarters

The participatory roadmap development process was well received, and multiple respondents noted they
used the roadmap in subsequent planning. However, follow up on roadmap-related action items has been
low. It is unclear when permanent staff will be hired for the Ministry of Energy’s planning unit and if the
power purchase agreement’s terms will be upheld.

@ Operational Capacity and Financial Performance

Staff members cited the Generation Company’s project-funded business plan as a key resource for
improving their operational planning, including establishing units for transmission as well as planning
and development. However, both units lack staff and resources, and much of the plan is awaiting imple-
mentation due to financial constraints. At the end of ESRP, the Distribution Authority received critical
improvements, including a customer census, geographic information systems mapping and a commercial
loss pilot, but their usability and sustainability have not yet been tested. For both utilities, trainings that
aimed to improve technical and managerial capacity were generally well received, but staff turnover ham-
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pered their effectiveness. COVID-19 further impacted training at the Genera-

78% tion Company.

66%

62% While the Distribution Authority benefited from a tariff increase in 2019,
this increase was not sufficient for cost recovery. Thus, the Distribution
Authority’s aggregate technical, commercial and collection losses remain
high, despite modest improvements. The Generation Company’s sustainabil-
ity is threatened due to limited payments from the Distribution Authority,
with its collection ratio averaging 62 percent in 2020, which is a decrease
from the previous two years. Due to these challenges, financial performance

2018 2019 2020 for both utilities remains low.

The Generation
Company’s efficiency
ratio of collection-to-

billed amount.

“We can make it [the Generation Company] better in terms of planning and investment.

However, the institution is on a lifeline. If nothing is done to promote cash collection

[at the Distribution Authority], what [the Generation Company] has done will not be

sustainable for the next five years.”

@ Regulatory and Tariff Reform

The RSP supplied the newly formed regulator
with embedded advisors to jump start its oper-
ations, while providing on-the-job and interna-
tional training opportunities. The result is a reg-
ulator with the technical ability to oversee sector
utilities. For example, the regulator held its first
public tariff hearing and conducted the tariff
process with the Distribution Authority, leading
to a tariff increase in 2019. However, the regu-
lator is not financially independent and relies
on the government budget process, which often
results in an insufficient budget. The regulator
also does not receive all fees the utilities owe.

- Generation Company staff

VISION OF THE
COMMIsSION

THE COMMISSION'S
MISSION

MANDATE OF THE
COMMISSION

The Regulator’s mission, vision and mandate
posted in their office.

The Results-Based Financing Activity increased the regulator’s political legitimacy by helping pass formal

regulations through Parliament. The utilities underperformed on most of their results-based financing

targets. The Distribution Authority’s poor performance was attributed to limited data capacity; delays in
procurement for needed equipment; and COVID-19, which inhibited necessary customer site visits that
were critical to loss reduction targets. At the Generation Company, COVID-19 led to a shortened training
for results-based financing targets, which was completed late in the RSP and without the needed equipment.
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MCC Learning

Dj To better align with MCC'’s focus on
results, threshold programs need to
specify clear, credible, and measurable
targeted results (and/or program
logics) that are linked to evidence-
based timelines for when results can be
expected.

Evaluation Methods

This evaluation is an ex-post perfor-
mance evaluation, occurring at the end of
the Threshold Program. Data collection
activities occurred between January—
June 2021, both in-person and remotely,
coinciding with the completion of project

=

MILLENNIUM CHALLENGE CORPORATION

m The design of results based financing
initiatives needs to consider how
unexpected programmatic changes
could reduce achievement on key
performance indicators and explore
strategies to mitigate negative impacts on
achievement as needed.

Ex-post performance
evaluation

M

activities. The exposure period was 24 1,200 pieces of Data Collection Secondary
months. Mixed methods data collection Project- and data
. . Generation » Program
included the following: Company-specific monitoring data
documents « Project activity
« A document review that included information
. . . Administrati
1,200 pieces of project- and Aoministrative
. o o
EGTC-specific documents. l‘— 36 Key Informant interviews
+ Secondary data, including pro- * Regulator Tocand
o « Utilities u
gram monitoring data collected Challenge

through the Sierra Leone Thresh-
old Program Monitoring and
Evaluation Plan, information
available from project activities,
and other administrative data.

* Government
ministries

Coordinating Unit

* Other sector

* Contractors stakeholders

+ Key informant interviews with 36 energy and regulatory sector stakeholders that were conducted

remotely using semi-structured, tailored tools. Respondents were purposively selected from the

following stakeholder groups, with the number of corresponding respondents in parentheses: regu-
lator (5), utilities (10), government ministries (2), contractors (7), MCC and Millennium Challenge
Coordinating Unit (11), and other sector stakeholders (1).
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