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VIETNAM:
GEF Demand-Side Management and Energy Efficiency Project (P071019)


Resubmission of Brief for Work Program Inclusion

 AUTONUM 
Please find attached the electronic version of the above mentioned Project Brief for work program inclusion consideration.  This memorandum, along with the revised Project Brief, seeks to address all of the comments received from the GEF Secretariat on August 15.

 AUTONUM 
At the time of the PDF B proposal submission, the GEF Secretariat provided a number of comments and requests which were to be addressed for work program inclusion.  While these issues are addressed in the Brief, we have provided below full responses on each issue for easy reference.

· Results from Phase 1:  The Swedish Sida-supported Phase 1 DSM program led to the development of a business plan for EVN, which would be implemented under this proposed project, as well as a number of capacity building and enabling activities.  Specifically, Phase 1 efforts included the establishment of a DSM Cell within EVN, completion of a supporting DSM policy review and framework, initiation of pilot load research efforts, launching of pilot load management, lighting and marketing programs, development of a DSM business plan for Phase 2, and development of energy audit capability within EVN.  All preliminary market analyses, pilot program results, lessons learned, and capacity building under Phase 1 are fully incorporated into this second phase effort.

· Standards and Codes:  Due to current GEF funding constraints and the imminent passage of the Decree on Energy Conservation and Efficient Use, further work on these areas is on hold until the local institutional arrangements have been clarified, appropriate working groups and budgets established under the appropriate ministries, and long-term plans have been developed.  UNDP has also informed the Bank that it is actively seeking options to follow-up on the building code work and agreed to consider supporting further equipment standards activities.

· Commercial Intermediaries:  During project preparation, a small but growing number of commercially–oriented firms were identified that are now providing energy efficiency services to commercial and industrial customers.  Some have been pioneering more complex service models to grow their businesses.  The project has been designed to build upon these models, develop further capabilities of these and new agents, develop case studies on successful transaction models and introduce new models for project agents to test.

· Sustainability of DSM programs:  The project will focus on commercially viable DSM programs attractive to EVN without any new regulatory frameworks or DSM surcharge.  Further programs, if viable, would be financed through IDA credits, internal EVN funds, or additional GEF support, if justified.  Ongoing power sector reform dialogue with GOV is addressing broader restructuring issues and will include appropriate provisions to allow DSM programs to continue to be implemented.

· Replication of Energy Efficiency to Non-Participants:  Replication will be done to end users that do not participate in the program directly, by: (i) developing capabilities among project agents to provide energy efficiency services to end users on a fully commercially-sustainable basis, even after the program has been completed; and (ii) case studies will be developed and disseminated on successful projects to non-participating end users for further replication, to be done with or without project agents.

· Monitoring and Evaluation Plans:  Project targets include over 120 MW in peak load reduction, 827 GWh in aggregate energy savings, and commercial investments of $7.9 million.  The program monitoring and evaluation component would provide technical assistance for developing an overall methodology for program evaluation for both the EVN and MoI components, implementing a program monitoring and tracking system, developing a database for DSM and energy efficiency measures and programs, conducting program process and impact evaluations for EVN’s DSM programs, and training of EVN/MoI staff as well as project agents to develop and implement evaluation plans for all investments.
· Lessons Learned from Thailand DSM Program:  Bank/GEF experience in Thailand and elsewhere have shown the need for proper incentives for utilities to undertake DSM, thus EVN’s programs have been restricted to those that directly coincide with their system peak.  Previous operations have also shown the need for strong marketing efforts by DSM units, role of manufacturer agreements and linkages to parallel commercial financing programs, the need to develop sustainable DSM institutional arrangements given ongoing restructuring plans, the need to include distribution utilities in DSM implementation efforts, and design of DSM programs in the local context - all which have been addressed during project preparation.
· Coordination with UNDP:  The World Bank and UNDP programs have been developed to fully complement one another.  Agreement has been reached with GOV that the programs will seek different approaches (the Bank would focus on market-based energy efficiency development, while UNDP would target public policy/social EE programs which would rely on greater public budgetary support) and markets (the Bank would focus on larger, commercially-viable projects in larger end-users, while UNDP would target SMEs only).

 AUTONUM 
In addition, the Project Brief has been revised to reflect comments by the GEF Secretariat in three areas: (i) additional explanation has been provided on the replication plan for non-participants under the pilot commercial energy efficiency program (see Annex 3, pp. 37-38); (ii) project monitoring plans have been strengthened to include performance indices to be used to justify subsequent phases and further GEF support (see Section C1, p. 10, and Annex 3, pp. 38-39); and (iii) clarification has been added that GEF funds would not cover any office/staff costs for program administration by MoI (see Annex 3, pp. 37-38).

 AUTONUM 
With respect to the Vietnamese GEF Focal Point endorsement letter, please note that we are continuing to seek appropriate communication to facilitate submission of the Brief.  Please note, however, that, during the Bank’s previous discussions with the Vietnamese GEF office, we were informed that the Focal Point would have no objection to the proposal, provided we clarified the complementarity with UNDP’s proposed efforts, which was completed and summarized in the jointly issued June 22, 2001 letter to the GEF Focal Point.  During our meetings, the GEF Focal Point also informed our team that they have yet to review a full Project Brief and would require a full two months before a formal endorsement could be provided.  Thus, they requested and we agreed to proceed with submission of the Brief with the PDF B endorsement letter.  In June 2002, a decision was made by the National Assembly to separate the ministry under which the Focal Point was located (MoSTE) into two new ministries (Ministry of Science and Technology and the Ministry of Environment and Natural Resources) which is expected to delay a formal endorsement letter further.  Thus, since the Focal Point has already endorsed the PDF B proposal indicating that the project concept is fully consistent with their national strategic direction, we would kindly request that this Brief be reconsidered for Council submission with the PDF B endorsement letter only.

 AUTONUM 
Please let me know if you require any additional information to complete your review prior to inclusion in the work program.  Thank you.
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