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part i: project information
	Project Title: Development for Renewable Energy Applications Mainstreaming and Market Sustainability (DREAMS) 

	Country(ies):
	Philippines
	GEF Project ID:

	5363

	GEF Agency(ies):
	UNDP
	GEF Agency Project ID:
	5194

	Other Executing Partner(s):
	Department of Energy
	Submission Date:
Resubmission Date
	24 Sep 2015
26 Jan 2016

	GEF Focal Area (s):
	Climate Change
	Project Duration (Months)
	60

	Name of Parent Program (if applicable):

· For SFM/REDD+  FORMCHECKBOX 

· For SGP                 FORMCHECKBOX 

· For PPP                FORMCHECKBOX 

	n/a
	Project Agency Fee ($):
	494,000


A. Focal Area Strategy framework

	Focal Area Objectives
	Expected FA Outcomes
	Expected FA Outputs
	Trust Fund
	Grant Amount, $
	Co-financing, $

	CCM-3
	3.1 Favorable policy and regulatory environment created for renewable energy investments
	3.1 Renewable energy policy and regulation in place
	 FORMDROPDOWN 

	2,186,000

	4,500,000


	CCM-3
	3.2 Investment in renewable energy technologies increased
	3.2 Renewable energy capacity installed
	 FORMDROPDOWN 

	1,224,000

	31,880,000


	CCM-3
	3.3 GHG emissions avoided
	3.3 Electricity and heat produced from renewable sources
	 FORMDROPDOWN 

	1,790,000

	1,922,222


	Total project costs
	
	5,200,000
	38,302,222


B. Project Framework
	Project Objective: To promote and facilitate the commercialization of the renewable energy (RE) markets through the removal of barriers to increase investments in RE based power generation projects


	Project Component
	Grant Type


	Expected Outcomes
	Expected Outputs
	Trust Fund
	Grant Amount ($)
	 Confirmed Co-financing

($) 

	1. RE Policy and Planning 

 
	TA
	1: Enforcement of a supportive policy and regulatory environment for leveraging  investment in RE development and applications at the local level 
	1.1 Approved and enforced cohesive national RE policy, implementing rules and mechanisms. 

1.2 Approved and enforced local ordinances, and policies aligned with national RE objectives.

1.3 Strengthened and approved guidelines on RE penetration into grids.

1.4: Completed assessments on real costs for formulation of tariffs 
1.5: Approved policy recommendations for promoting local manufacturing and assembly of quality RE systems. 
	GEFTF
	522,711
	500,000


	2. Institutional Strengthening for RE mainstreaming 
	TA
	2. Strengthened institutional capacity that leads to increased RE investment at the local level

	2. 1 Harmonized local level development plans and RE programs with national DOE programs
2.2: Streamlined system of issuance of permits and licenses
2.3: Focal points established within LGUs

2.4: Operationalized provincial level market service centers   

2.5: Established and operational knowledge platforms 
	GEFTF
	980,359
	2,322,222


	3. Capitalized RE Market Development
	TA
	3. “Capitalized” RE market leads to an increased share of RE based power capacity

	3.1 Completed comprehensive market assessments; 

3.2 Established “capitalized” RE markets complete with RE Registrar and operational support


	GEF TF
	571,173
	2,000,000



	
	INV
	
	3.2 Established “capitalized” RE markets complete with RE Registrar and operational support
	GEFTF
	500,000
	700,000



	4. RE Commercialization


	TA
	4a: Enhanced confidence of project developers on the viability of RE projects at the local level

	4.1: Rural electrification models incorporating innovative RE market services for off-grid areas.

4.2: Completed training and certification programs for local technical experts.  

4.3 Bankable RE project plans demonstrated through financial mechanisms.
	GEFTF
	854,486
	850,000



	
	INV
	
	4.4: Operational financing mechanisms to enhance local RE investment 
	GEFTF
	1,000,000
	1,200,000

	
	TA
	4b: 
Increased number of operational RE projects using proven and emerging RE technologies that boosts successful replication
	4.5: Updated site-specific RE resource databases (GEF funds not requested)
4.6: Expedited RE service contracts and installed 75 MW RE systems in 4 provinces (60MW hydro, 13 MW solar and 2 MW of biomass)

	GEFTF
	523,904
	30,030,000



	Subtotal
	
	4,952,633
	37,602,222

	Project management Cost (PMC)

	GEF TF
	247,367
	700,000

	Total project costs
	
	5,200,000
	38,302,222


C. sources of confirmed Co-financing for the project by source and by name ($)

Please include letters confirming co-financing for the project with this form
	Sources of Co-financing 
	Name of Co-financier (source)
	Type of Co-financing
	Co-financing Amount ($) 

	GEF Agency
	UNDP
	Cash
	50,000

	GEF Agency
	UNDP
	In-kind
	150,000

	National Government
	DOE/REMB
	In-kind
	2,300,000

	National Government
	PEMC
	In-kind
	2,700,000

	Local Government
	Iloilo Provincial Government
	In-kind
	522,222

	Local Government
	Palawan Provincial Government
	In-kind
	700,000

	Private Sector
	SunAsia (Mogpog 12 MW Solar)
	Equity
	26,680,000

	Private Sector
	Enfinity (Camotes 1.0 MW Solar)
	Equity
	2,000,000

	Private Sector
	EnTech (Armenia 2.0 MW Biomass)
	Equity
	3,200,000

	Total Co-financing 
	
	
	38,302,222


D. Trust fund Resources Requested by agency, Focal Area and country1 
N/A
E. Consultants working for technical assistance components:
	Component
	Grant Amount ($)
	Co-financing  ($)
	Project Total  ($)

	International Consultants
	222,000
	150,000
	372,000

	National/Local Consultants
	1,479,133
	3,500,000
	4,979,133


F. Does the project include a “non-grant” instrument?    No  
	


part ii:  project justification

A. describe any changes in alignment with the project design of the original pif
 

	A.1 National strategies and plans or reports and assessments under relevant conventions, if applicable, i.e. NAPAS, NAPs, NBSAPs, national communications, TNAs, NCSA, NIPs, PRSPs, NPFE, Biennial Update Reports, etc.: NA.


A.2. GEF focal area and/or fund(s) strategies, eligibility criteria and priorities: NA

A.3 The GEF Agency’s comparative advantage: NA. There are no changes in UNDP’s comparative advantage from when the PIF was approved.

A.4. The baseline project and the problem that it seeks to address: 

During PPG several additional baseline projects were identified and further details elaborated in the Project Document and these have reinforced the project outcomes. Relevant activities from ongoing and planned activities, projects and programmes that complement the DREAMS Project have been considered as baselines activities, including: 
· The Department Of Energy (DOE) is spearheading interventions such as (a) Policy Support for RE Law to respond to the mandate of ensuring energy security, promotion of cost-effective low-carbon technologies and developing regional energy plans. It includes identification of solutions to facilitate the logjam in the RE regulatory process, by streamlining the permitting processes and approvals that an RE project proponent is required to obtain; (b) RE Industry Service Programme to strengthen outreach to LGUs and RE developers for a more inclusive and integrated involvement in the RE development process; implementation of a management system of issuing RE Service Contracts, and monitoring their development to ensure delivery of pre-development and development/commercial stages of the Contract within specified time periods; (c) updated RE Resource Assessment database for hydropower, biomass resource inventory, low enthalpy geothermal; and (d) RE Technology Support to develop standards for RE equipment, improvement of the performance of RE projects, reduction in project costs through local production, and capacity building of local personnel and businesses to implement RE projects.
· Establishment of REM and RE Registrar by PEMC for trading in certificates confirming the amount of electricity sold or used and produced from renewable energy services. Activities also include design of Renewable Portfolio Standards (RPS) Rules, RE market assessment, establishment of market rules, amendments to Wholsale Electricity Spot Market (WESM) Rules, etc. 
· Promotion of local energy plan by LGUs such as provinces of Palawan and IIiolo: Ongoing efforts include execution of the recently formulated local energy plan; promotion of private sector investment into RE projects based on the energy plan that includes the development of low carbon technologies for power generation; training of local personnel to attract private sector investment to the Provinces.  

· RE projects installation and commissioning: comprising of (a) Off-grid 1.0 MW Camotes Solar Power Project located in Poro, Cebu; (b)12 MW off-grid Mogpog Solar PV Project located on Marinduque Island; (c) 2.0 MW First Envirotech Biogas Plant located in Barangay Armenia, Tarlac City, and (d) 60 MW run-of-river Kapangan Hydropower Project located in Benguet Province. These projects are at various stages of detailed engineering, power purchase agreement negotiations, project approval and permitting processes. 

Baseline activities are described in detail in the Project Document on Table 2, pages 21 to 24.
A. 5. Incremental /Additional cost reasoning:  describe the incremental (GEF Trust Fund/NPIF) or additional (LDCF/SCCF) activities requested for GEF/LDCF/SCCF/NPIF financing and the associated global environmental benefits  (GEF Trust Fund) or associated adaptation benefits (LDCF/SCCF) to be delivered by the project:   
There are no changes to the Objective, Component and Outcome levels. Taking into account the minor change in the baseline, some changes to outputs were identified during the PPG. These changes are reflected in the Project Result Framework presented in pages 54-57 of the Project Document.  These PIF outputs changes are as follows:
	PIF Outcome/Output Affected
	Changes

	Output1.1.3 Updated and enforced guidelines on RE national/local contract awarding, permitting and administration.
	This output has been subsumed under proposed Output 1.1 (Approved and enforced cohesive national RE policy, implementing rules and mechanisms) that includes revising and preparing updated and enforced guidelines for the RE national and local contract awarding, permitting and administration.

	Output 1.1.4: Established and approved Monitoring & Evaluation system for RE projects at the local level. 


	This has been subsumed under proposed Output 1.1 (Approved and enforced cohesive national RE policy, implementing rules and mechanisms) that includes a monitoring and evaluation system for RE Service Contracts to ensure delivery of pre-development and development/commercial stages of the Contract within specified time periods.  

	Output 1.1.5: Approved transmission infrastructure development plans synchronized with local RE project planning and implementation.
	This output was removed at the request of the DOE as DOE, TRANSCO and NGCP are undertaking their own initiatives to ensure local RE plans conform to national transmission infrastructure development plans

	Output 1.1.6: Approved guidelines on mechanisms to assure system security with the penetration of RE in the grid
	This is now Output 1.3 entitled “Strengthened and approved guidelines on RE penetration into grids”.

	Outcome 1.1 Enforcement of a supportive policy and regulatory environment for leveraging investment in RE development and applications at the local level. 
	PIF Budget for this outcome which was at $813,000 has been revised to $522,711 to adjust for the changes indicated above. 



	Outcome 1.2 Increased financing for RE project investments and RE market development services 
	The outputs have been reorganized under Outcome 4a. 

	Output 1.2.1 Completed assessment on available market and financial delivery mechanisms to determine appropriate measures in mitigating financial risks to investors
	This output has been removed at the request of DOE since the assessments have been completed and communicated to investors. The prevalent barrier is the operationalization of the mechanisms.

	Output 1.2.2: Operational provincial level financing mechanisms to enhance local RE investment 
	This is now in proposed Output 4.4 with an emphasis on assisting a financial institution (such as the Land Bank of the Philippines or LBP) to increase the utility of existing project preparation funds (PPF) for RE development through stronger linkages with existing RE funds (such as the Renewable Energy Lending Program under LBP), and to fill in financing gaps by proposing that existing RE loan funds be utilized as a mechanism to supply bridge finance bridge loans for FiT RE projects.

	Output 1.2.3: Approved policy and implementing guidelines on appropriate foreign equity sharing to increase investments in RE projects
	This has been removed at the request of DOE since foreign equity sharing is embedded in the Philipines constitution, and has been ascertained to fall outside the scope and influence of the Project. 

	Outcome 2.1 Increased RE investment at the local level facilitated by strengthened institutional capacity
	PIF budget for this outcome was USD 601,000. This has been increased to USD 992,340 due to increased emphasis on bridging the large capacity gap between national and local levels of government. In addition, many of the local level communities are located in far-flung regions of the Philippines that are linked to higher travel costs.

	Output 2.1.3 Operationalized provincial level market service centres to assist project developers with expedited RE approval process and facilitate financial planning 
	This has been re-organized as Output 2.4

	Output 2.1.4: Approved agreements for coordination among agencies including those involved in land-use and tenure rights. 
	This has been subsumed under proposed Output 2.2 (Streamlined system of issuance of permits and licenses).  In addition, an Output 2.3 (Focal points established within LGUs) is being proposed to provide an activity dedicated to improving integration of DOE personnel with LGUs that will strengthen DOE outreach into the LGUs through training workshops.

	Outcome 3.1 Increased share of RE based power capacity
	This has been reworded as Outcome 3 to include “capitalized RE markets leads to increased share of RE-based power capacity”. The PIF investment of  $1.3 million has been revised to $545,347 in technical assistance and $500,000 in investment to the REM software and training.

	Output 3.1.2: Approved implementing guidelines for ‘capitalized’ RE market development policy


	This  has been removed as it forms a baseline activity including formulation of RE marketing rules and “Must Dispatch Guidelines” that were implemented by PEMC.

	Output 3.1.3: Established facility support for  the ‘capitalized’ RE market registrar & mechanisms
	These have been combined under proposed Output 3.2 (Established “capitalized” RE markets complete with RE Registrar and operational support).

	Output 3.1.4: Established ‘capitalized’ RE market and RE Registrar organizational
	

	Outcome 4.1 Enhanced uptake, and confidence of project developers on the viability of RE projects at the local level
	This outcome has been reworded as Outcome 4a: Increased confidence of local RE developers that leads to an enhanced uptake of RE projects at the local level. The PIF proposed a TA amount of $600,000. During the LFA exercise outputs  as detailed above in this table  have been modified including proposed Output 4.1: Financing mechanisms to enhance local RE investment. Outcome 4a is now part TA ($832,894) and part INV ($1 million).

	Outcome 4.2 Increased number of RE projects using proven and emerging RE technologies thus boosting successful replication
	This outcome has been revised as Outcome 4b. The PIF proposed a  INV of $1.639 million which has now being changed to a TA of $533,146. The reason for this change is that the demonstration projects have secured financial clousre but they are facing hurdles in obtaining approvals/permits. Therefore the TA will be utilized towards establishing streamlined regulatory processed and expediting project approvals.

	Output 4.1.2 Completed assessments on the real cost of RE for the formulation of tariffs and valuation


	This has been reorganized as Output 1.4

	Output 4.1.3 Approved policy recommendations to promote local manufacturing and assembly of quality RE systems and enhance national supply chain
	These has been reorganized under under Output 1.5



	Output 4.1.4  Completed training programs and certification of local technical experts to support RE commercialization
	This has been reorganized as Output 4.2 

	Output 4.1.5: Approved implementation plan for emerging RE technologies (e.g. marine currents, low-enthalpy geothermal, etc.) 
	This was removed as the DOE has already pursued it under its own initiative; it will not, however, lead to a near-term investment.


	Output 4.2.1 Updated site specific RE resource databases piloted to base investment decisions
	This has been reworded in Output 4.5 as “updated site specific RE resource databases” that does not require any GEF funding.

	Output 4.2.2: Expedited the RE service contracts and installed systems
	This has been divided into 2 outputs: 
· Output 4.3: Bankable RE project plans demonstrated through financial mechanisms.  This output is designed to improve the capacities of RE project proponents to improve their access RE financing; and 
· Output 4.6: Expedited RE Service Contracts.  This output is designed to assist RE project proponents in expediting Service Contracts by working through a streamlined regulatory project approval process.


A.6. Risks, including climate change, potential social and environmental risks that might prevent the project objectives from being achieved, and measures that address these risks: 
One additional risk identified from those listed in the PIF is the lack of incentive to develop RE due to the lower price of oil. The PPG anticipated operational risks and proposes countermeasures and management responses as detailed in the Project Document: Annex I. The overall risk rating is unchanged and is low.
A.7. Coordination with other relevant GEF financed initiatives  

There are no other relevant GEF financed initiatives in the Philippines that require coordination with the DREAMS Project.
B. additional information not addressed at Pif stage:

B.1. Describe how the stakeholders will be engaged in project implementation. 
The Project will be implemented by the Renewable Energy Management Bureau (REMB) under the DOE, who will assume the overall responsibility for the achievement of Project results as the Implementing Partner (GEF Local Executing Agency). In addition, there are a number of other stakeholders that will be involved in the development and implementation of the DREAMS Project including national agencies, local government authorities, financial institutions, private sector, project developers, investors, service providers, technology suppliers, academic and civil society institutions, professional associations, etc., which will play an important role in catalysing efforts to promote and accelerate the development of renewable energy in the Philippines. Both the PMU and the PB will implement mechanisms to ensure ongoing stakeholder participation and effectiveness with the commencement of the Project by conducting regular stakeholder meetings, issuing a regular Project electronic newsletter on the dedicated Project website, conducting feedback surveys, implementing strong project management practices, and having close involvement with UNDP Philippines as the GEF implementing agency. Relevant and specific stakeholders engaged in project implementation are identified and detailed in the Project Document pp. 17-19.
B.2. Describe the socioeconomic benefits to be delivered by the Project at the national and local levels, including consideration of gender dimensions, and how these will support the achievement of global environment benefits (GEF Trust Fund/NPIF) or adaptation benefits (LDCF/SCCF):  
There are a number of positive socio-economic benefits from the implementation of this Project including:

· Improving energy security for many Filipinos including those in remote communities through indigenous generation of renewable energy.  With diesel power generation in remote communities being costly and further restricting access to electricity, the generation of indigenous and less costly renewable energy will be a long-term benefit notably for marginal income households who will be able to improve their quality of life;

· Long term reduction of energy costs to the country that could lead to increasing government budgets on expenditures other than on imported fossil fuels.  While there are no subsidies in the Philippines energy market, the country’s dependence on fossil fuels exposes end users to global fluctuations in fossil fuel prices. The development of indigenous renewable energy mitigates this exposure to local businesses, benefitting the development of local economies;
· Development of green jobs that provide opportunities for diversification of local economies.  This Project is providing direct support to creating local businesses and employment related to supporting local manufacture and assembly of equipment related to renewable energy projects as well as jobs related to the planning, design, construction, operation and maintenance of these facilities; 
· Gender benefits are expected for marginal income households that will benefit from an expected reduction of electricity costs from renewable energy.

One potential negative socio-economic impact of this Project is the potential displacement of residents on lands where RE projects are to be located.  As such, these RE projects will need to undergo resettlement reviews on identify displaced households and resettle them on new property. 
	B.3. Explain how cost-effectiveness is reflected in the project design:  

The approach of the DREAMS Project is to remove barriers to the development of RE in the Philippines at a pace to meet the targets of the NREP, and reduce the country’s GHG emissions. Moreover, GHG emissions from the energy sector will continue to increase without abatement.  While energy efficiency can provide GHG reductions, the development of renewable energy for the Philippines is the most cost-effective means of long-term reduction of GHG emissions from the energy sector precluding the need to import costly fossil fuels for power generation. By collaborating with demo RE projects (as outlined in Prodoc, Output 4.6), the DREAMS Project will demonstrate how regulatory and other barriers hindering RE project development (as explained in the Barrier Analysis section) can be addressed to expedite the installation and commissioning of RE projects that have been long stuck in the DOE pipeline. The approach of the DREAMS Project can be used as a template for expediting the development of other backlogged projects, thereby, benefitting the overall RE development in the Philippines. The DREAMS Project will accelerate RE project development with significant participation from the private sector.  This will result in increased investor confidence, generation of lessons and knowledge on effective implementation of RE projects, and generation of indirect emission reductions resulting from the development of market service centers (managed by the DOE) and an enabled RE investment environment (top-down) that will result in the reduction of 141,000 ktonnes CO2eq based on a causality factor of 20%
.
The innovativeness of the DREAMS Project can be attributed to its focus on strengthening the communication and coordination linkages between national and local governments for RE development. No project in the Philippines has yet focused on strengthening this linkage which has the potential to accelerate RE development in the Philippines to meet the RE targets of the NREP. Therefore, the concept of involving local governments in the conceptualization, design, development and financing of RE-based power generation projects to address persistent regulatory and institutional obstacles barriers and logjams in the approval & permitting processes is among the innovation that the DREAMS Project will bring about. Such approach is expected to result in something different from the results of the previous standard, run-of-the mill interventions that have been usually carried out to deal or resolve such issues. The endorsement of this approach by the REMB, the Implementing Partner of the DREAMS Project as well as key stakeholders has been crucial and considered to be an innovative approach, as emphasized in para 69 of the Prodoc.
Sustainability of the Project will be realized by establishing enabling conditions for RE investors through policy design that focuses on a combination of appropriate instruments responding to a gamut of barriers and risks to RE investment: (a) policy de-risking such as consistent RE targets, streamlined permitting processes; and (b) financial de-risking through the promotion and operationalization of Renewable Energy Market. The Project will reinforce enabling environment by formulating and enforcing clear policies and guidelines on RE development. It will capacitate and enhance active engagement of local governments to prioritize RE in their local development plans which will ensure sustainability even after the Project closure, by forming RE as an integral part of local development processes. This way the Project has been designed to ensure that RE investment conditions by the end of Project are de-risked and favorable to the extent that it is sustained well after Project completion. 
The Project results will be scaled-up due to the activities which address primary barriers to the approval and subsequent implementation of RE projects as well as by improving access to RE financing, particularly for locally based project proponents. This will boost investor confidence that RE projects can be successfully developed in the Philippines with attractive rates of return. This demonstration of RE viability and favorable RE investment conditions in the Philippines will facilitate scale up of RE project investments throughout the country.  
The impact of this project with regards to transformational change on the energy market in the Philippines is significant. The NREP sets an ambitious target of over 15,000 MW of installed RE capacity by 2030. However, so far only a meager 2,951 MW has actually been realized with just about 37 out of 616 DOE sanctioned RE projects in the form of “service contracts” under development. The rest are either experiencing major delays or their RE contracts have lapsed. If this grim situation continues the accomplishment of the NREP target will be far from being achieved. By expediting the approval and development of these severely delayed RE projects, stimulating greater private sector investments and strengthening local government participation, the Project will assist in the realization of the massive NREP targets within the desired scale and timeframe. This way, the Project will provide an impetus for transforming the fragmented and halting RE sector into a focused, sustained and commercialized RE market.  


C. describe the budgeted m &e plan: 
Project monitoring and evaluation will be in accordance with the standard approach of UNDP and GEF and is detailed in Table 1 as well as the Monitoring Framework and Evaluation Section of the Project Document on pp. 68.

Table 1: M&E Work Plan and Budget
	Type of M&E activity
	Responsible Parties
	Budget US$

Excluding project team staff time
	Time Frame

	Inception Workshop and Report
	· Project Manager

· UNDP CO, UNDP GEF
	Indicative cost:  10,000
	Within first four months of project start up 

	Measurement of Means of Verification of project results.
	· UNDP GEF RTA/Project Manager will oversee the hiring of specific studies and institutions, and delegate responsibilities to relevant team members.
	To be finalized in Inception Phase and Workshop.
	Start, mid and end of project (during evaluation cycle) and annually when required.

	Measurement of Means of Verification for Project Progress on output and implementation 
	· Oversight by CTA with support from the Project Manager 

· Project team 
	To be determined as part of the Annual Work Plan's preparation. 
	Annually prior to ARR/PIR and to the definition of annual work plans 

	APR/PIR
	· Project manager and team

· UNDP CO

· UNDP RTA

· UNDP GEF Directorate
	None
	Annually by July

	Project Board meetings
	· Project Manager
	None 
	Following IW and annually thereafter. 

	Periodic status/ progress reports
	· Project manager and team 
	None
	Quarterly

	Mid-term Review
	· Project manager and team

· UNDP CO

· UNDP RCU

· External Consultants (i.e. evaluation team)
	Indicative cost: 42,000


	At the mid-point of project implementation. 

	Final Evaluation
	· Project manager and team, 

· UNDP CO

· UNDP RCU

· External Consultants (i.e. evaluation team)
	Indicative cost :  42,000



	At least three months before the end of project implementation

	Project Terminal Report
	· Project manager and team 

· UNDP CO

· local consultant
	0
	At least three months before the end of the project

	Audit 
	· UNDP CO

· Project manager and team 
	Indicative cost: 15,000
	Yearly

	Visits to field sites (UNDP staff travel costs to be charged to IA fees)
	· UNDP CO 

· UNDP RCU (as appropriate)

· Government representatives
	For GEF supported projects, paid from IA fees & operational budget 
	Yearly

	Dissemination of lessons learnt
	· Project Manager and team

· Local consultant
	None
	At least three months before the end of the project

	TOTAL indicative COST 

Excluding project team staff time and UNDP staff and travel expenses 
	 Total: 109,000

  (+/- 5% of total budget)
	


PART iII: Approval/endorsement by gef operational focal point(s) and gef agency(ies)

1. Record of Endorsement of GEF Operational Focal Point(s) on behalf of the Government(s):

	NAME
	POSITION
	MINISTRY
	DATE

	ATTY. Analiza Rebueta-Teh
	Undersecretary, Chief of Staff
	Department of Environment and Natural Resources 
	8 May 2015


2. GEF Agency(ies) Certification

	This request has been prepared in accordance with GEF/LDCF/SCCF/NPIF policies and procedures and meets the GEF/LDCF/SCCF/NPIF criteria for CEO endorsement/approval of project.


	Agency Coordinator, Agency Name
	Signature
	Date 

	Project Contact Person
	Telephone
	Email Address

	Adriana Dinu Executive Coordinator, UNDP GEF
	[image: image1.png]



	 January 26, 2016
	Rakshya Thapa

Regional Technical Advisor 
	+66 2 304 9100 ext. 5038
	Rakshya.thapa@undp.org


GEF_CEOENDR_52
ANNEX A:  PROJECT RESULTS FRAMEWORK.
Complete project result framework can be found in PROJECT RESULT FRAMEWORK Section of the Project Document on pages 54-57.
ANNEX B:  RESPONSES TO PROJECT REVIEWS (from GEF Secretariat and GEF Agencies, and Responses to Comments from Council at work program inclusion and the Convention Secretariat and STAP at PIF).
(i) Responses to GEF Sec Review Matrix (dated 7 January 2016) 

	Comment
	Response
	Reference

	17. At CEO endorsement: Has co-financing been confirmed?
Not completed at this time.

It is not necessary to send the CEO ER to STAP for review.

But the co-financing amounts and types indicated in the CEO ER and in the co-financing letters do not match.

1. The UNDP co-financing letter is missing. Please provide such a letter. UNDP should provide some cash co-financing for the project.

2. The DOE/REMB co-financing letter does not indicate any “cash”. Please request an updated letter or change Table C to make it consistent. The same issue is discovered in the PEMC co-financing letter. Please fix it.


	1. UNDP co-financing letter is included in the project document. Total amount of co-financing from UNDP is $200,000, out of which $50,000 is cash contribution. 

Table C in CER document is also updated.

2. The type of co-financing from DOE/REMB and PEMC are corrected in Table C of the CER document. The information is now consistent with the co-financing letters.
	Prodoc, pg. 83.

CER document, Table C, pg. 3.

CER document, Table C, pg. 3.




(ii) Responses to GEF Sec Review Matrix (dated 9 December 2015) 

	Comment
	Response
	Reference

	6. Is (are) the baseline project(s), including problem(s) that the baseline project(s) seek/s to address, sufficiently described and based on sound data and assumptions?

Not at this time.

Please send the CEO ER to STAP for review that was required by the STAP at the PIF stage. 
	Per the STAP advisory received on October 07, 2013, the STAP has granted “Consent” to the Project indicating that it acknowledges the PIF and as a follow up action clearly mentions that it only “invites” the GEF Agency to approach STAP “for advice” during project formulation. The STAP does not “require” the GEF Agency to submit the CER Document for review before submission to the GEFSec.  Going by this advice, the GEF Agency deems that it is not a requisite to make the submission to STAP.  

This requirement, pointed out by the Reviewer, is valid only for projects which receive a STAP Advisory response indicating “Major Revision” on project concept. 
	STAP Advisory Note, section II, pg. 1 and Table pg. 2

	7. Are the components, outcomes and outputs in the project framework (Table B) clear, sound and appropriately detailed?
Not at this time.
Please send the CEO ER to STAP for review that was required by the STAP at the PIF stage.
	Please refer to the response to comment 6 

	STAP Advisory Note, section II, pg. 1 and Table pg. 2



	8. (a) Are global environmental/ adaptation benefits identified? (b) Is the description of the incremental/additional reasoning sound and appropriate?
Not at this time.
Please send the CEO ER to STAP for review that was required by the STAP at the PIF stage.
	Please refer to the response to comment 6 

	STAP Advisory Note, section II, pg. 1 and Table pg. 2



	12. Is the project consistent and properly coordinated with other related initiatives in the country or in the region?

Not at this time.

Please send the CEO ER to STAP for review that was required by the STAP at the PIF stage.


	Please refer to the response to comment 6 

	STAP Advisory Note, section II, pg. 1 and Table pg. 2

	13. Comment on the project’s innovative aspects, sustainability, and potential for scaling up
In the CER ER document, please write one paragraph for each of the following topics:

1. Innovation
2. Sustainability
3. Scaling up potential
4. Impact of this project on transformational change on the energy market towards low carbon path in the country. 
While doing so please refer to the comments of GEFSec made on 29/9/2015. 

Please send the CEO ER to STAP for review that was required by the STAP at the PIF stage.


	As advised, a paragraph on each of the following topics has been included in the CER Document. 

1. Innovation
2. Sustainability
3. Scaling up potential
4. Impact of this project on transformational change on the energy market towards low carbon path in the country. 
Please refer to the response to comment 6 

	CER document, section B.3, pgs 8-9

Prodoc, para 73, pg. 53

STAP Advisory Note, section II, pg. 1 and Table pg. 2



	14. Is the project structure/design sufficiently close to what was presented at PIF, with clear justifications for changes?
Not at this time.

Please send the CEO ER to STAP for review that was required by the STAP at the PIF stage. 
	Please refer to the response to comment 6 

	STAP Advisory Note, section II, pg. 1 and Table pg. 2



	15. Has the cost-effectiveness of the project been sufficiently demonstrated, including the cost-effectiveness of the project design as compared to alternative approaches to achieve similar benefits?
Not at this time.

Please send the CEO ER to STAP for review that was required by the STAP at the PIF stage. 
	Please refer to the response to comment 6 
 
	STAP Advisory Note, section II, pg. 1 and Table pg. 2



	16. Is the GEF funding and co-financing as indicated in Table B appropriate and adequate to achieve the expected outcomes and outputs?
Not at this time.

Please send the CEO ER to STAP for review that was required by the STAP at the PIF stage.
	Please refer to the response to comment 6 

	STAP Advisory Note, section II, pg. 1 and Table pg. 2



	17. At CEO endorsement: Has co-financing been confirmed? 


	Please refer to the response to comment 6 

	STAP Advisory Note, section II, pg. 1 and Table pg. 2

	26. Is CEO endorsement/approval being recommended?

Not at this time.

Please send the CEO ER to STAP for review that was required by the STAP at the PIF stage.

Please address the issues in box 17 


	Please refer to the response to comment 6 

	STAP Advisory Note, section II, pg. 1 and Table pg. 2


(iii) Responses to GEF Sec Comments on the ProDoc and CER Document

	Comment
	Response
	Reference

	6. Is (are) the baseline project(s), including problem(s) that the baseline project(s) seek/s to address, sufficiently described and based on sound data and assumptions?

Not at this time.

1. There are so many RE projects that have been under development and implementation in the Philippines. Please list major or top 10 of them (STAP has listed 4 already in their comments on the PIF). Then, please justify that the 75 MW RE power capacity to be supported through the proposed GEF project would not be financed, if the GEF grant were provided for this project. In other words, please justify that the 75 MW RE power development is additional to the dynamic baseline of Philippines' RE development in the next 5 years.


	The GEF reviewer is seeking the justification that the 75MW RE projects are “additional”. Since in the context of GEF, projects are required to demonstrate “incrementality” rather than “additionality” the following explanation has been provided:

Para 11 in the ProDoc describes the interest as well as the lack of progress in renewable energy development in the Philippines. While there seems to be a dynamic RE development scenario, completion of the majority of the planned RE projects has been a significant issue for the country. As of October 31, 2015, the cumulative potential capacity of RE projects in development since 2008 was 12,138 MW out of which only a meagre of 2,951 MW has been actually installed. Due to the delays in obtaining local and national approvals for RE projects, only 37 out of 616 DOE sanctioned RE projects in the form of “service contracts” have secured financing with more than 81 contracts having lapsed beyond the prescribed project development period with another 74 experiencing major delays. 

Out of the 616 service contracts, 344 are for hydropower development with a potential installed capacity of 7,392 MW. To date, only 139 MW have been installed with the remainder of the projects experiencing regulatory difficulties at both national and local levels (including delays in approvals of water sustainability plans and indigenous peoples’ rights). There are similar numbers for solar PV and other Renewable Energy Technologies (RETs). The impact of these delays was significant given the levels of investment committed to these projects.

The DREAMS project, therefore, aims to overcome such delays related to obtaining regulatory approvals and permits and expedite commercial operation of the RE projects. 

In the absence of GEF support, due to the above mentioned cumbersome regulatory processes and delays in obtaining the permits for various but specific reasons as explained in detail in Para 19 of the ProDoc, the RE projects in the baseline will not be realized either (a) within the stipulated time to meet the NREP target; or (b) due to longer lead time in project development, the financial viability of the projects would be compromised and the Project Proponents compelled to pull the plug off the projects; or yet more (c) the projects would have lapsed beyond the prescribed project development period (i.e. the DOE Service Contract would expire) and the project would die a natural death. In our discussions with the project proponents, they were clear that these investments were at high risk of being shut down due to the slow response of the national and local governments in approving RE projects. 
The several projects that STAP has mentioned in the review sheet are as follows including their status: 

a. Support to the Climate Change Commission in the implementation of the National Climate Change Strategy and the National Climate Change Action Plan Commissioned by: German Federal Ministry for the Environment, Nature Conservation and Nuclear Safety (BMU) Lead executing agency: Climate Change Commission, Department of Energy Overall term: 2012 to 2015.   This project does not address RE promotion and commercialization in the Philippines;

b. ADB-Expanding the Use of Clean Energy: This project is currently not being implemented in the Philippines;

c. UK-Philippines: partnership for renewable energy.  During project formulation of the DREAMS, it was determined that this project does not currently exist in the Philippines;

d. Department of Energy (DOE) of Philippines involving local banks to harmonize laws to further promote renewable energy: This was a one-off capacity development programme that DOE had organized in the past that is currently not an ongoing activity. 
	ProDoc, pg 9, Para 11; pg 11, Para 19; pg 25, Para 42. 

CER  Document, Annex B, pg  27 



	2. In Table C on page 3 (by the way, page numbers are missing in the CEO ER document), there is not any co-financing funding from any agencies or government organizations for the proposed 60MW hydro power plants. This gives readers an impression that the 60WM hydro power capacity has already been well financed. Even without the GEF support, this 60MW hydro power capacity has been financed by some investors; why dose the GEF should be involved in the development and investment in the 60MW hydro power plants? 


	COHECO has been developing the Kapangan 60 MW Hydro (run-of-river) power project since 2010. The investment is at risk due to:

· lack of clarity in information required to obtain permits for water sustainability plans under NWRB (there are reportedly a number of RE investments currently tied up by this issue); and tedious process to obtain a Memorandum of Agreement (MoA) that would embody the agreements and conditions of the free prior and informed consent process between indigenous peoples and the project proponent. GEF involvement on this particular RE project would facilitate the necessary discussions and define information necessary to obtain approvals for these permits. This would reduce the risk of this RE investment being entirely removed (the investment to date has been on preliminary and feasibility level engineering as well as efforts to obtain regulatory approvals). The benefit of the Project intervention in this case is to demonstrate the process of acceleration and streamlining of regulatory approvals and permits that can be replicated with other backlogged RE project developments.


	ProDoc, pg 44, Para 58



	7. Are the components, outcomes and outputs in the project framework (Table B) clear, sound and appropriately detailed?

Not at this time.

1. There have been a large number of RE policies available in the Philippines and elsewhere. For example, Solar PV Guidebook Philippines - Legal and administrative requirements for the development and connection of on-grid solar PV projects in the Philippines, developed and published by the Philippines DOE and GIZ, shows the feed-in-tariff policies and other regulations to facilitate the development of on-grid solar PV in the Philippines. Use the following link to get the full document:

Please justify why the project needs to spend over $1 million in RE policy planning and financing. Cannot the project use the existing RE policy, planning and financial mechanisms to achieve the RE goal of the Philippines? Please undertake literature review and describe why previous and existing RE projects in the Philippines have not addressed the issues which this project will address.
	We are aware of the several RE policies in the Philippines that include a well-written guidebook for solar PV development in the Philippines authored by GIZ and DOE. For the two solar projects in Output 4.6, project proponents are using the guidebook. However, there are specific issues that need resolution to reduce their development period of more than 3 years for RE projects that are less than 10 MW. These issues are related to enforcement of existing policies, clarity of permitting requirements and the capacity of relevant agencies in issuing the permits with activities to address these issues listed under Output 4.6 (Para 58).

As reflected in the Project Framework (Table B, CER Document, pg. 1) the total GEF amount for this component is US $522,711.  The Project needs to be involved in improving RE policy planning in order to address the barriers described in the ProDoc, para 18-22. As elaborated in these paras of the Prodoc, further clarification has been presented below:

· While the DOE has a number of policies to facilitate and accelerate development of RE in the Philippines, the policies are not cohesive and coordinated and effectively transferred to the local levels. Consequently, this leads to planned RE capacity not being installed.  This is the purpose of Outputs 1.1 and 1.2 (Para 55, pg 29-31) to overcome poor communication and awareness amongst all agencies involved with approvals of RE projects. The DREAMS Project also aims to improve the capacity of local government through Output 2.1 to ensure harmonization of its energy plans with those of DOE, Output 2.3 to establish the presence of a DOE officer at the local level to ensure local support for RE development policies, and Output 2.4 to establish provincial level market service centers to assist local project proponents in developing RE projects (Para 56, pg 34-38)

The Project strategy was developed through discussions with the Renewable Energy Management Bureau (REMB) under the Department of Energy as well as RE project proponents, approved at the PIF stage, and reinforced during the PPG phase. There is no literature regarding ongoing and past RE projects in the Philippines that have had difficulties in obtaining approvals, despite the fact the Project development team carried out a literature review as a part of the PPG activities. This is due to a culture of proprietary protection of RE information amongst project proponents.

Component 1 relates to RE Policy and Planning as indicated in ProDoc, Para 55, pg 29. This has been rectified in the CER document as well.  which was incorrectly labeled as RE Policy, Planning and Financing. 


	ProDoc, pgs 10-13, Para 18-22; pgs 44-46, Para 58 (Output 4.6)

Para 55, pg 29-31 and Para 56, pg 34-38

CER,  document, Table B, pg 1



	2. The above comment applies to all other components of the project, including institutional strengthening for RE mainstreaming, capitalized RE market development, and RE commercialization. Please justify. 
	Justification for all other components of this Project is extensively covered in the ProDoc from Paras 48 to 58. An executive summary of the justification for the other components is provided in the following text.

With regards to institutional strengthening, justification of the use of Project resources is to build capacity at the local level and bridge considerable variance on the knowledge of RE development amongst the more than 300 local government units (LGUs) in the Philippines.

With regards to capitalized RE market development, GEF project resources are justified to assist the GoP and specifically PEMC in catalyzing the activation of a functional RE market.  The RE market can serve as the mechanism that helps the government to ensure compliance with the mandated utilization of RE generation and encourage the growth of the RE industry through the additional returns that can be realized with RE certificates.

With regards to RE commercialization, GEF resources are required to demonstrate a streamlined regulatory process that is managed by strengthened local institutions and a fully activated RE market. Demonstration of these RE development processes will give more confidence to potential RE project proponents of the entire regulatory process, and increase the likelihood of more RE projects being implemented completion, thereby meeting the goals of the and REP.

These justifications are already extensively described in paras 48-58 of the Prodoc. 

 
	ProDoc, pgs 28-46, Paras 48-58



	3. The INV sub-components shown in Components 3 and 4 are really TAs. An INV sub-component in a GEF project is linked to tangible investment in equipment or in construction. For example, purchasing a solar PV in a demonstration site belongs to an INV sub-component. To enhance a local RE investment via an operational financing mechanism does not belong to INV; it is a TA component. Please consider using some GEF grant to reduce risk or cut upfront costs of biomass to power or solar PV, such as clearance of the green field for demonstration of on-grid solar PV. That activities may qualify "INV".
	The INV portions of Component 3 is related to the procurement of software for a web-based RE registrar. There is precedence from previous GEF projects of such a purchase modality under an INV subcomponent such as:

· Belarus: Supporting Green Urban Development in Small and Medium-Sized Cities in Belarus (GEF ID 5372) where a USD 250,000 investment has been approved into 3D traffic software for ISUTP and training on software usage;

· Viet Nam: Local Development and Promotion of LED Technologies for Advanced General Lighting in Viet Nam (GEF ID 5555) where a USD 90,000 investment has been approved into four sets of lighting design software.

Moreover, the INV portion of Component 4 is an investment into the project preparation fund (PPF) targeting far-flung communities and RE project proponents that are remotely located. GEF will contribute seed funds to the PPF, hence, considered as INV. The RE project developers in these far-flung communities do not have convenient access to financial services and products and technical expertise to prepare and RE project. The INV contribution from the GEF of USD 1.0 million is designed to provide seed funding for the PPF that will increase the likelihood of RE projects being developed in far-flung areas of the Philippines. Furthermore, the existence of PPF will reduce upfront costs to develop and implement various RE projects such as biomass or solar PV. Again, there is precedence from other GEF projects to classify this as an INV expenditure including Dominica: Low Carbon Development Path: Promoting energy efficient applications and solar photovoltaic technologies in streets, outdoor areas and public buildings in island communities nationwide (GEF ID 5686). This project proposes a USD 250,000 investment to be used to set up a low carbon trust fund to cover amongst other costs upfront developmental costs, and loan guarantees and partial loan finance.

Early in the Project design, considerations were made for the purchase of an RE technology such as solar PV to demonstrate as an INV subcomponent. In our discussions with REMB personnel, local government officials and project proponents, the greater need was for project preparation and not RE equipment. With most baseline RE project proponents coming from the private sector, the need for assistance to purchase RE equipment was deemed unnecessary. Furthermore, the impact of such a purchase would be minor. A strong consensus from primary stakeholders of this Project (i.e. REMB, local government officials and RE project proponents) was to refocus the Project efforts towards project preparations and removing the hurdles within the regulatory approval process for RE projects. This is one of the key barrier removal activities to achieve the overall aim of the DREAMS project of promoting and facilitating the commercialization of RE markets. 
	CER document, Table B, Components 3 and 4

 pg 2 

, 

	8. (a) Are global environmental/ adaptation benefits identified? (b) Is the description of the incremental/additional reasoning sound and appropriate?
Not at this time.

The Kapangan Hydropower Project (60MW run-of-river located in Benguet Province) has been under development by the Cordillera Hydroelectric Power Corporation (COHECO). Claiming carbon emission reductions from that project for the proposed GEF project needs strong justification. Per the project development document, COHECO has been working on the power project for engineering construction since 2010; the project is scheduled to operate in 2019. The power plant has been undertaking activities related to obtaining permits and other regulatory compliance. It seems that the project investment and construction work are about to finish. It is difficult to believe that that without GEF finance, this project will not be able to complete in 2019 as scheduled. The current UNDP project development document does not sufficiently provide such information.

Without a strong argument, this Kapangan Hydropower Project should be considered as a baseline line project that has little to do with the proposed GEF project, and UNDP cannot claim GHG emission reduction benefits for this proposed GEF project.
	As explained in the response to GEFSec Comment 2 as well as Output 4.6 of the Prodoc, the 60 MW Kapangan Hydropower Project has only been in the design stages for close to 5 years. Civil works have not yet started since the project proponents are awaiting key permits to initiate construction. It is true that the project proponent have plans to commission the project in 2019. However, without being able to obtain these permits by 2016, the commitment to finance the 60 MW hydropower plant cannot be made given the risks of shutting down the construction of the hydropower project due to the lack of proper permitting. There is a strong likelihood that the investment made by project proponents to date will be shut down notwithstanding the investment into the pre-feasibility and feasibility level engineering of the plant. 
As such, without GEF involvement, there will be increasing uncertainty of receiving all permits leading to an increasing likelihood that this investment will be shut down. Therefore, the current efforts of the RE project proponents at undertaking engineering designs, securing financial closure and imminent civil works are considered as the baseline. The incremental activities the GEF will contribute will include facilitating necessary permits by establishing a streamlined approval process through which this and eventually additional projects will benefit. As such, this GEF project (and not UNDP as the reviewer has suggested) can claim GHG emission reduction benefits. Also worth mentioning is that the proponents of these demo projects are not going to trade or use the emissions for crediting purposes, hence, eliminating the concerns of any double counting. 


	ProDoc, pg 24, Table 2; pg 44, Paras 58 (Output 4.6)



	12. Is the project consistent and properly coordinated with other related initiatives in the country or in the region?

Not at this time.

Please see and address the comments from STAP, and see comments in Box 7.  
	Please see the related responses in Box 7. All STAP comments are addressed Annex B in the CEO document
	CER document, Annex B, pg. 27-30


	13. Comment on the project’s innovative aspects, sustainability, and potential for scaling up.

• Assess whether the project is innovative and if so, how, and if not, why not.

• Assess the project’s strategy for sustainability, and the likelihood of achieving this based on GEF and Agency experience.

• Assess the potential for scaling up the project’s intervention.

Not at this time.

Innovation:

At paragraph 66 on page 52, the project document states the following on innovation:

"68. The innovativeness of the proposed DREAMS Project can be attributed to its focus on strengthening the local government linkages to RE development. At the outset of this Project, local governments were perceived as not having a synchronous relationship with the DOE and national RE objectives, and having insufficient levels of knowledge to support RE development in their communities. Moreover, local governments were not included in the RE Act. The DREAMS Project is innovative in its approach to assisting the country in meeting its NREP targets through setting up favorable conditions for local governments to facilitate RE investments. This would strengthen local commitments to RE projects through stronger ownership, and accelerate its local approval and timely implementation. In addition, the Project will also support local market service centers that will provide assistance for new RE investors for regulatory permits, expedited approval of service contracts, mechanisms that would lead to successful financing of RE projects, thereby leading to the acceleration of RE project approvals and implementation."

The argument on innovation is not sufficient. For example, in most countries, such as in China, the U.S, and India, local governments usually do not have a synchronous relationship with the national government in terms of energy policy and investment plans. The reason is that different governments at different regions and levels in a country have different political, economic, and social conditions, which lead to different policies and strategies for development. This proposed project can hardly facilitate the achievement of a synchronous relationship between local governments and the central government, or among the local governments in the Philippines. This project activity can hardly claim "innovation".

To claim other activities listed in the above paragraph "innovative", the Agency needs to review at list ten top recent RE projects in the Philippines, find out gaps in innovation, and demonstrate that this project will fill these gaps.
	It is the consensus amongst personnel at REMB at Department of Energy and LGU officials during PPG consultations that the communication and coordination linkages between national and LGUs is poor. Furthermore, PPG team was able to observe and validate these weak links during PPG consultations and confirm them with DOE and local government including those from Palawan and Iliolo (key project partners). From these discussions, PPG team was able to deduct that interventions that overcome these poor communication and coordination linkages between national and local government would be a positive contribution towards more approvals of RE projects. No project in the Philippines has yet focused on strengthening this linkage which has the potential to accelerate RE development in the Philippines to meet the RE targets of the National Renewable Energy Program (NREP). The Implementing Partner, key stakeholders and the PPG team, hence, considers this approach to be innovative approach, as emphasized in para 69 of the Prodoc. 

Furthermore, the Project has been developed in close consultation with DOE and REMB personnel and local government personnel based on their experiences in the approval of RE projects from 2010 to 2015 under NREP and includes identified bottlenecks and potential areas of the process for streamlining. This innovative approach, entails working with selected local government personnel (from the Provinces of Palawan and Iliolo) who are committed to developing a synchronous relationship for RE project development in far-flung regions of the Philippines.

We are aware of the type of relationships between local and national governments in several countries. However, the Implementing Partner, key stakeholders which include progressive local governments and the PPG team is of the view that it was necessary to address this barrier in a different and innovative way rather than proposing “garden-variety” and “regular vanilla flavored” interventions that have been historically carried on in the past without any success. 

It is not clear what exactly is meant by “Top Ten” RE projects that the reviewer refers to in the comment - top ten whether in terms of DOE’s priority list, size of investment, installed capacity, etc. The PPG team is of the view that “Top Ten” is with regards to the DOE’s priority list. 

As a part of the development of the DREAMS Project, the PPG team and the DOE had jointly conducted a review of DOE’s list of priority RE projects in the service contract that have been experiencing regulatory approval difficulties. This includes 8 hydroelectric projects (ranging from 3 to 8 MW) within the Luzon grid that are all experiencing difficulties in securing an NCIP permit as well permits for water sustainability plans under NWRB. There are also a number of biomass projects located on the Mindanao grid (in the range of 10 MW) that are experiencing difficulties in securing NCIP and NWRB permits as well as obtaining consent from local governments and provincial officials. If resources are available, these RE projects can fall under the assistance of Output 4.6 to accelerate their regulatory approvals. The review of these RE projects clearly highlights the absence of close engagement of the local governments in the project planning and development stage. Therefore, the concept of involving the local governments in the conceptualization, design, development and financing of RE-based power generation projects to address the persistent regulatory and institutional obstacles barriers and logjams in the approval & permitting processes is among the innovation that the DREAMS Project will bring about. Such approach is expected to result in something different from the results of the previous standard, run-of-the mill interventions that have been usually carried out to deal or resolve such issues.


	ProDoc, pg 52, Para 69



	Sustainability 

At paragraph 65 on page 51, the project document states the following on Sustainability: 

"65. By adopting a strategy which focuses first and foremost on the provision of de-risking instruments, such as RE policy design, ensuring long term local RE targets consistent with that called for by the NREP, streamlining permits process and enhanced institutional capacity at the local level, the DREAMS Project aims to address risks to the investors. This will enhance the confidence to the private sector and consequently lead to full scale transition and commercialization of RE in the country. The DREAMS Project is designed to ensure that RE investment conditions by the EOP are de-risked and favorable to the extent that RE development in the Philippines is sustained well after Project completion. Sustainability of this GEF project will be ensured through policy design that focuses on a combination of appropriate instruments responding to a gamut of barriers and risks to RE investment: (a) policy de-risking such as consistent RE targets, streamlined permitting processes; and (b) financial de-risking through the promotion and operationalization of Renewable Energy Market. 

• Streamlined permitting process for RE projects at both local and national levels that will reduce RE project approval times and contribute to the confidence of RE developers and investors that development costs of RE projects is more defined; 

• Ensuring that long-term programmes for implementation of RE projects notably at the local level, is consistent with NREP targets; 

• The development of functional RE market service centers that will assist in the facilitation of RE investments at the local level. These MSCs will be staffed by local Government personnel with improved knowledge on RE development and the regulatory approval process; and, 

• Actions to ensure full implementation of the RE Market and its financial incentives (i.e. FiT-ALL and RECs) that will de-risk investments into RE projects." 

The above description missed the target. The description of "Sustainability" of a project should address the following question: How will the project continue its operation after the GEF project implementation period (60 months) is over? Please focus on (1) list the project outputs (such as new policy, regulations, investment etc.); (2) justify how this policy and regulations will be officially and widely used by RE investors; and how tangible investments such as the solar PV and biomass power plants will continue operations over their economic life time (who will pay the operation and maintenance costs for instance).

	(1) As mentioned in Para 66 of the Prodoc, the DREAMS Project will ensure sustainability of the project results by establishing a supportive enabling conditions where RE investors are more confident and assured of their investments and RE market development. Therefore, as summarized in Para 66 a suite of measures (comprising policy and financial instruments) have been designed by the Project which when implemented will set up an appropriate enabling environment that will encourage confidence in RE investors in the Philippines. 

More specifically, the enabling environment will be created as the Project will formulate and enforce clear policies, decrees and guidelines on RE development as well as streamline permitting processes for RE projects both at the national and local levels. It will capacitate and enhance active engagement of local governments to prioritize RE in their local development plans which will ensure sustainability as RE will form an integral part of local planning processes even after the Project closure (Outputs 1.1, 1.2, 2.1, 2.2). This will be complemented by establishing market service centers that will assist local RE project proponents through the regulatory approval process (Output 2.4) as well as institutionalize coordination mechanism and linkages between the DOE and the local governments to expedite the RE development processes at the sub-national levels. Training of local personnel in RE development to eventually serve as personnel at the market service centers (Output 2.3) will ensure that the capacity is built and sustained over a longer period of time beyond the 60 month direct project implementation cycle. Likewise, the capitalized RE market that will be fully operational through the support of the Project will open up market opportunities and financial incentives for project developers (Outputs 3.1 and 3.2).  

The DREAMS Project is designed to ensure that RE investment conditions after the completion of the DREAMS Project are de-risked and favorable to the extent that RE development and commercialization in the Philippines are sustained well after Project completion. 

(2)      As already explained in detail in Output 4.6, the Project will demonstration the utilization of the supportive policies and measures, by facilitating the approval of necessary permits for demo RE projects that have been stalled for a long time. Despite their best efforts to respond to the demands of the RE approval processes, the proponents of these RE project have been unable to secure the full approval and permits. The Project will therefore provide support to successfully overcome the regulatory hurdles so that private investors can successfully proceed with installation, operation and maintenance of the demo projects which include solar PV and biomass projects. The involvement of these private proponents in these investments would be precluded if the revenue from feed-in tariffs or RECs from the RE market was insufficient to operate and maintain these RE projects and maximize generation of electricity to the grid.


	ProDoc, pg 51, Para 66

pgs 44-46, Para 58 (Output 4.6)



	Replicability 

At paragraph 66 on page 51, the project document states the following on Replicability: 

"66. Through building the capacities of selected local governments, the Project can demonstrate improvements of the effectiveness of LGUs as agents in the mainstreaming of RE efficiently, responding to project development and implementation needs of the private sector in RE development. The achievement of the Project outcomes with these LGUs in successfully developing RE projects will be replicated by other LGUs." 

The above statement is very weak. Please list all potential solar PV, biomass, and small hydro power development sites which are facing the same or similar difficult situation as those listed in the proposed project. Then, justify that the project outputs will change the difficult situation and these potential RE projects can be further invested in the forthcoming decades. The Agency needs to use quantitative information that is related to provinces and islands in the Philippines to justify the scaling-up potential of this project. 
	The DOE and REMB have provided a summary of the difficult situations faced by all their “RE service contractors”. We also obtained specific information of 4 RE projects through extensive interviews and data gathering during the PPG process. These are some of the several projects that are facing regulatory hurdles typically faced by other project proponents, with actions in Output 4.6 to utilize GEF resources to streamline the regulatory process. 

As mentioned in the response to comment 6, there are 651 DOE sanctioned RE projects which have been awarded the Service Contracts, i.e., the initial permission to initiate project development. Out of which 74 experiencing major delays due to obtaining permits and 81 have lapsed beyond the prescribed project development period. Only 37 have secured financing so far. This provides a perspective on the scale of the issue and hurdles that the projects are facing. Obtaining additional detailed information on all the 74 projects that are experiencing delays will require substantial time and extensive consultations with the DOE and project proponents which will cause delays responding to the GEFSec review comments. Moreover, due to the culture amongst RE project developers in the Philippines that considers information of this nature as proprietary such information on all 74 projects will be gathered during the course of Project implementation.  


	ProDoc, pg 52, Para 67-68



	14. Is the project structure/design sufficiently close to what was presented at PIF, with clear justifications for changes?

The project structure/design has been changed but not significantly. It may need changing again, since the project design still has some issues. See comments in Boxes 6 and 7. 


	Please see comments in Boxes 6 and 7 which provide justification of the Project design which is similar in structure to that approved in the PIF.
	

	15. Has the cost-effectiveness of the project been sufficiently demonstrated, including the cost-effectiveness of the project design as compared to alternative approaches to achieve similar benefits?

Not completed at this time. 

The PM believes that developing hydro power, solar PV and biomass power in the Philippines is still cost-effective in long-term GHG emission reductions. However, the PM is not sure this project should have something to do with the 60MW run-of-river hydropower plant in Benguet. The GEF may need to spend its fund for new hydropower plants. Please justify why the GEF should invest in a hydropower plant that started in 2011 and is under schedule for commissioning in 2019. (The PM understands that there are some regulation issues about the plant, but why should the GEF address issue which is related to the specific existing power plants in Benguet, rather than overall hydropower plants in the Philippines?) 

	As described in detailed in the Prodoc (Barrier Analysis Section, Para 18-22), the primary barriers to RE development in the Philippines are the cumbersome regulatory approval process for RE projects and the lack of coordination between DOE and local government units. These are common regulatory issues common to several RE projects and not only specific to the 60 MW Hydropower project in question. These common regulatory issues that are hindering RE project implementation are addressed through streamlining under the outputs 1.1, 1.2, 1.3, 2.1, 2.2 and 4.6, as mentioned in the Prodoc. 

As a result of these barriers and with subsequent lack of approved projects, there has been a lack of opportunities to more frequently utilize the de-risking mechanisms as provided the RE Act such as RECs and the feed-in tariff. With the replication of the streamlined regulatory process demonstrated in demo RE Projects (in Output 4.6), other similar delayed RE projects can be approved under this streamlined process.

With regards to the 60 MW run of river hydropower Project, the justification for GEF involvement is provided Box 6. By collaborating with this and other demo projects, DREAMS will demonstration how regulatory and other barriers hindering RE project development (as explained in the ProDoc in Barrier Analysis section) can be addressed to expedite the installation and commissioning of RE projects that have been long stuck in the DOE pipeline. The approach of the DREAMS can be used as a template for expediting the development of other backlogged projects, thereby, benefitting the overall RE development in the Philippines. 
	ProDoc, pgs 10-13

Par 18-22;

pgs 28-29, Paras 48-53; pgs 50-51, Paras 63-65

CER document, section B3, pg 8



	16. Is the GEF funding and co-financing as indicated in Table B appropriate and adequate to achieve the expected outcomes and outputs?

Not at this time.

1. INV sub-components are actually TAs. They are not investments for power generation.

2. Again, the 60MW hydro power investment had happened before the GEF project development (PIF). Why does the project claim the project as commercialization target in Component 4?

3. The project budgeted over $3 million in Component 2 which is basically capacity building and training. Please list the cost items in details, and please indicate clearly the targeted numbers for outputs 2.1, 2.2, 2.3, 2.4 and 2.5.
	1. Please see comments in Box 7, Question 3;

2. Please see comments in Box 8;

3. The Project has less than USD 1.0 million, from the GEF budget, allocated to Component 2. Please see notes 6 to 11 on page 62 of the ProDoc.
	ProDoc, pg 62, Notes 6-11



	17. At CEO endorsement: Has co-financing been confirmed? 

Table C shows that there is no budget for the 60MW power plants. Where does the investment for the 60MW hydropower come from? If the investment was provided by a private sector in 2011, the investment should be in the baseline scenario. The GEF cannot claim the GHG reduction benefits from the hydropower plant, otherwise it will likely double account GHG emission reductions.
	Indeed, a co-financing letter has already been secured from the proponent of the 60MW hydropower plant. The co-financing is considered as “leveraged” as it will be realized subject to the successful delivery of activities in the DREAMS Project. Hence, the amount is not included in Table C. However, it was indicated in Prodoc (Output 4.6). Even though this project has secured financing, the investment is at risk due to the sinuous regulatory processes. Without the GEF, the hydropower plant will not be commissioned in 2019. Since the GEF is contributing to the installation and commissioning of this plant, the project proponents are not seeking any form of carbon credits from the emission reductions (ERs) and that they agree these ERs can be declared as attributable to the DREAMS Project.  

	ProDoc, pg. 46, Para 58

	23. Has the Agency adequately responded to comments from:

STAP?

Not at this time. 

The Agency only addressed part of the comments of STAP. Please complete addressing the comments. 

The Council?

Not at this time. 

The Agency did not address the comments of the GEF Council. Please do so. 
	These have now been addressed in Annex B of the CEO document on pages 27-30.

These have now been addressed in Annex B of the CEO document on pages 26 and 27.
	CER document, pg. 27-30
CER document, pg. 26-27


	26. Is CEO endorsement/approval being recommended?

Please address the comments in Boxes 6, 7,8, 12, 13, 14, 15, 16, 17 and 23. 

Please also explicitly address the following comments that were given to the Agency at the PIF stage (see Box 25):

a) Confirmation and detailed analysis of GHG emission reduction figures.

b) Details on the design elements, financial targets and feasibility of the financing instrument as well as a strong justification of the selection of the financial instrument to be adopted in this project.

c) Details on how this project will work with local financial institutions to promote investments in renewable energy at the local level.

d) Details of how the project will mitigate the risk of conflict of interest, if local governments are both investors and permit issuers.


	26. 

All comments in Boxes 6, 7,8, 12, 13, 14, 15, 16, 17 and 23 are addressed as above. 

The responses to the comments from the GEFSec in Box 25 (a to d) at the PIF stage have already been responded in detail in the CER document.  
	CER document, Annex B, pg. 24-26


(ii) GEF Secretariat – November 1, 2013

	Q#
	Comment
	Response

	7
	a) A short description of the financial instrument has been provided. However, at CEO endorsement, please provide details for the design elements, financial targets and feasibility of the financing instrument. Also, please provide a strong justification of the selection of the financial instrument to be adopted in this project.

b) At CEO endorsement, please provide

details how this project will work with

local financial institutions to promote

investments in renewable energy at the

local level. 
	There are two financial barriers being addressed on this project: a) the difficulty in obtaining access to “bridge” finance for FiT-ALL eligible projects, prior to the 85% physical completion milestone; and b) inability of smaller RE proponents to utilize RE project preparation funds (PPF).  This Project is proposing activities to:

· assist a financial institution to be identified during Project implementation to quickly mobilize existing RE funds for its utility for bridge loans prior to the 85% completion milestone; and 

· increase the utility of the PPF (such as the PPF with the Land Bank of the Philippines or LBP), and couple these preparations with existing RE funds within a financial institution.  The justification for this activity are comments by smaller RE proponents in their difficulties in obtaining financing for RE projects in NPC-SPUG areas, the historical underutilization of the PPF due to lack of PPF profile, and the inability of applicants to meet the equity conditions of the PPF (only 50% of the preparation costs are covered).  These are covered under Paras 30-34 (pg 14-16), Paras 39-40 (pg 25), and Para 57, Outputs 4.1 and 4.2 (pgs 40-42).

	13
	Sustainability and Scaling up: The activities that will be carried out under the proposed project are targeted at derisking of RE investments and creating supportive policy regime that will ensure the sustainability of the project and stimulate subsequent investments in this sector. However, the components are complex. Please provide a short clarification on the essential contribution to sustainability.
	This has been provided in the ProDoc on Paras 65 to 67.  Sustainability is to be ensured through the risking policy design that focuses on consistent RE targets, streamlined permitting processes, and financial de-risking through the promotion and operationalization of a renewable energy market. 
Scaling up or replicability will be done through building the capacities of selected LGUs that will demonstrate to other LGUs of their effectiveness as agents in the mainstreaming of RE development. Scale up will also be enhanced through increased Esther confidence streamlined regulatory process, viable RE demonstrations, and a financial mechanism that includes project preparation funds coupled with RE loan funds and increased access to loan guarantees for smaller RE project proponents.


	25
	a) Confirmation and detailed analysis of

GHG emission reduction figures.

b) Details on the design elements, financial targets and feasibility of the financing instrument as well as a strong justification of the selection of the financial instrument to be adopted in this project.

c) Details on how this project will work with local financial institutions to promote investments in renewable energy at the local level.

d) Details of how the project will mitigate the risk of conflict of interest, if local governments are both investors and permit issuers.
	a) This can be found in the ProDoc on Para 62 and 63 (pgs 50-51) and Annex II;
b) The design of activities to remove the financial barrier can be found on Para 57, namely Output 4.1 that explains how existing project preparation funds (PPF) could be better utilized, and Output 4.2 that describes technical assistance to service providers to assist applicant using the PPF to prepare RE projects for financing. The baseline activities on which these activities are based can be found in Para 39 pg 25;

c) The Project will work to strengthen provincial market service centers (MSCs) to ensure “one-stop shop” services for RE developers including improved access for local RE developers to RE financing in collaboration with LBP.  This is detailed in Para 55, Output 2.4 (pgs 37-38).  In addition, technical assistance will be provided to MSC personnel and local service providers in developing small-scale RE projects at the local level.  This is described in Para 57, Output 4.2 (pg 42);
d) The Republic Act No. 7160 (Local Government Code of the Philippines) vests local autonomy upon LGUs to enable them to attain fullest development as self-reliant communities. The Local Government Code (LGC) provides the scope of authority of LGUs as regards development planning and disposition of resources, revenue generation, and basic services and facilities for the jurisdiction, and a corporate governance system that creates an enabling environment for LGUs to invest or partner with the private sector in implementing infrastructure and development projects.  As such, an LGU as a project investor, implementer and proponent as well as regulator is not viewed as a conflict of interest.  Any priority infrastructure or development project undertaken by a LGU must undergo several approvals based on the financial value of each project; approvals would come from the Local Development Council, Municipality and Provincial Council for projects up to PHP 20 to 200 million and the NEDA Investment Coordination Council for projects above PHP200M.  In addition, the LGU will need to acquire the necessary permits as mandated by national government agencies.  For energy projects, the LGU will need to secure the following, among others: (i) DOE - Service Contracts; (ii) NWRB - Water Rights; (iii) NCIP - Ancestral Domain; (iv) DENR - ECC or CNC; (v) ERC - Operation as a LGU owned and operated utility or generating unit.  This issue has been added to the ProDoc on Para 54, Output 1.2 (pgs 30-31)


(iii) GEF Council Members – November 2013

· Comments by Germany 
Germany approves the following PIF in the work program but asks that the following comments are taken into account:
	Q#
	Comment
	Response

	
	The distinction between the different project components shall be made more clearly during the design of the final project proposal consideration to avoid overlaps and establish clear indicators. Institutional strengthening as mentioned under Component 2 for instance, also forms part of enforcing a supportive policy and regulatory environment envisaged under Component 1 of the project. Germany supports the suggestions made by the STAP.
 
	The project components have been clearly distinguished across four specific but inter-related components, as reflected in Table B of the CER document. After extensive discussions with DOE, local government representatives, RE project proponents and interested financial institutions, the design of the Project focuses primarily on the removal of policy, regulatory and institutional barriers as well as knowledge and capacity barriers at the local level and financial barriers faced by local level RE project proponents. There is also Output 1.5 related to the removal of technical barriers pertaining to a lack of focus on developing a local supply chain for RE equipment.

	
	It is not clear whether the project targets on-grid or off-grid systems and which RE technologies will be addressed. What RET are already in use in the Philippines?
	Due to the slow rate of approval of RE projects under NREP, the Project will be focusing on both on grid and off grid systems for the deployment of RE technologies. Under Output 4.6, the streamlined regulatory process to be developed under this Project will involve 2 off-grid solar PV projects and a run-of-river hydropower project and biomass project that are grid connected. The most common RETs in use in the Philippines includes small hydro and solar PV. Wind energy is also available and mainly located in the northern part of the Philippines.

In addition, the Project will support the project preparation funds under Output 4.1 that will target potential RE project proponents in off grid areas serviced by SPUG. The likely RETs to be deployed for these RE projects would be solar PV (given the familiarity of the technology and the short gestation periods for development) and small hydro (given the abundance of this RE resource).

	
	Ongoing projects of other agencies relevant to the overall outcome of the proposed project shall be specified and listed in the proposal. Complementarity and synergies with these projects should be considered when designing the final project proposal.
	The PPG team has made efforts to complement projects from other agencies that are relevant to the development of renewable energy in the Philippines. Donor-assisted projects that will work closely with the DREAMS Project are listed in para 81 in the Prodoc. There are also a number of programs being undertaken by DOE to implement their National Renewable Energy Program (NREP) that are listed as baseline activities on pages 21 and 22 in the Prodoc.

	
	Social acceptance is mentioned as a main barrier and continuing challenge. However, the measures envisaged under this project do not adequately address this point.
	The strategy of the Project to overcome social acceptance of RE at the local level is proposed in Outputs 2.1, 2.3, 2.4 and 2.5. The strategy involves training local officers in the local government units (LGUs) in Palawan and Iloilo Provinces to improve the knowledge of local level officers and DOE outreach officers under Output 2.1, technical training to establish focal points within these LGUs under Output 2.3, establishment of provincial level market service centres to assist RE proponents in developing RE projects under output 2.4, and implementing a communication strategy promote RE project developments at the local level under output 2.5. The desired outcome from these outputs will be strengthened local institutional capacity and improved social acceptance of RE projects at the local level that would lead to increased RE investment in these communities.


(iv) Scientific and Technical Advisory Panel (STAP) comments – May 8, 2013

Based on this PIF screening, STAP’s advisory response to the GEF Secretariat and GEF Agency(ies): Minor revision required.

	Q#
	Comment
	Response

	Sec. III, 2nd para.
	1. It is hoped that the renewable energy resource database covers all the RETs for power generation such as solar, PV, wind, geothermal, biogas, biomass combustion and gasification, etc. Biomass and other renewable energy resources must also be assessed
	 1.  The DOE plans to improve the RE resource database for hydropower, biomass, geothermal and wind as a part of its baseline activities. GEF resources have not been requested. Details are contained on pg 22 (Table 2).

	Sec. III, 3rd para.
	2.  If there are successful renewable energy based power generation projects already implemented, they can be show-cased.
	2. Most of the successful RE power generation projects that are being implemented are larger RE proponents, many of whom are reluctant to have a higher profile for RE implementation.  As such, the Project can only showcase the successful RE projects that use Project resources, and who are named as co-financers.

	Sec. III, 4th & 5th para.
	3.  Will the focus be on off-grid or on-grid connected renewable energy systems or both?


	3.  The Project will provide a significant portion of its resources to on-grid connected RE systems for some of the smaller island grids where as this will affect a higher number of households.

	Sec. III, 6th para.
	4.  Development of implementable renewable energy models is critical for both off-grid and grid-connected projects. Will the project cover all the renewable technologies and will it also cover a combination of RETs which can be integrated into a single system for a given location?

	4. Under Output 4.3, a review of all RETs will be undertaken to the extent that the RETs are within a cost range that is feasible for implementation.  This would be important for off-grid and remote areas.  RETs that are likely to be assessed would likely include solar PV given the familiarity of the technology and short developmental gestation periods, and small hydro given the abundance of the resource. These two RETs in particular could be supported in remote and off-grid areas.  Wind projects may not be a part of this review given the lack of good wind resources in the southern areas of the Philippines.     

	Sec. III, 6th para.
	5. The PIF lists a large number of potential interventions, literally covering all aspects - technical, financial, institutional, capacity building, etc. It may be desirable to identify the key interventions needed which can lead to market development.
	5. After consultations with all relevant stakeholders, the Project design will focus primarily on the removal of regulatory, policy and institutional barriers as well as knowledge, capacity and financial barriers. As such, most of the Project outputs are related to the removal of these barriers. 

Technical barriers were identified such as the insufficient focus on developing a national supply chain for RE equipment and the lack of management of RE resource information and data at the national level. The Project only has one output (Output 1.5) specifically related to developing policy recommendations for promoting the development of a national RE equipment supply chain. There is an output related to RE resource data (Output 4.5); no GEF resources were being requested for this output at the request of DOE who claim that they have sufficient resources for this purpose.

	Sec. III, 7th para.
	6. Will there be demand for the renewable energy power generated at economic and financially viable tariffs?
	6. Based on the response of RE project proponents, there should be sufficient demand for RE power generated by RE projects. The returns offered by the feed-in tariffs and RECs from the RE market are sufficient to sustain the interest of RE proponent in supporting the development of these RE investments.

	Sec. III, 8th to 12th paras.
	7. There are a large number of ongoing programs and projects in the Philippines and there is a need to bring synergy and complementarity among the different interventions. A few are listed below, but many more exist:

a. Title: Support to the Climate Change Commission in the implementation of the National Climate Change Strategy and the National Climate Change Action Plan Commissioned by: German Federal Ministry for the Environment, Nature Conservation and Nuclear Safety (BMU)  Lead executing agency: Climate Change Commission, Department of Energy Overall term: 2012 to 2015

b. ADB-Expanding the Use of Clean Energy: ADB is identifying and promoting cost-effective energy efficiency improvements, expanding the use of renewable energy, facilitating the introduction of new clean energy technologies, and giving incentives for the public and private sectors to invest in these areas

c. UK-Philippines: partnership for renewable energy

d. Department of Energy (DOE) of Philippines involving local banks to harmonize laws to further promote renewable energy
	7.  
a.
Support to the Climate Change Commission in the implementation of the National Climate Change Strategy and the National Climate Change Action Plan Commissioned by: German Federal Ministry for the Environment, Nature Conservation and Nuclear Safety (BMU) Lead executing agency: Climate Change Commission, Department of Energy Overall term: 2012 to 2015.   This project does not address RE promotion and commercialization in the Philippines;

b.
ADB-Expanding the Use of Clean Energy: This project is currently not being implemented in the Philippines;

c.
UK-Philippines: partnership for renewable energy.  During project formulation of the DREAMS, it was determined that this project does not currently exist in the Philippines;

d.
Department of Energy (DOE) of Philippines involving local banks to harmonize laws to further promote renewable energy: This was a one-off capacity development programme that DOE had organized in the past that is currently not an ongoing activity.

	Sec. III, 13th para.
	8. The proposal revolves around renewable electricity. Is there no heating or cooling demand from using coal or natural gas that could use renewable energy resources (solar, geothermal, biomass)? This could be from solar water heating, ground source heat pumps, woody biomass, crop residues etc.


	8. The Government of the Philippines, DOE as the implementing partner and key stakeholders have prioritized this Project, as early as the PIF stage, to focus exclusively on promoting the development and commercialization of renewable electricity generation. 


	Sec. III, 14th para.
	9. Integrating higher shares of variable renewable energy systems into a grid (national or local) is a challenge. The IPCC Special Report on Renewable Energy (Chapter 8, Integration) and IEA reports on flexible grids could prove useful in this regard. 

.
	9. The PPG acknowledges challenges of integrating variable RE inputs into national or local grids as outlined in the IPCC Special Report. Report notes the importance of planning RE projects, notably they become a significant contributor to the local energy mix. The report notes that planning approaches are quite different between centralized and decentralized RE power generation systems. Common objective for either system, however, is planning RE projects to ensure stable and minimal disruption to electricity supplies to their clients.

To address these issues effectively, the Project is structured to address, review and strengthen national guidelines for RE penetration small grids (such as those that are typical of SPUG service areas) in Output 1.3. This would include the grid integration issues outlined in this report. 

These guidelines would then be transposed to the local government in Output 2.1, that would include harmonizing local level RE development plans with the national DOE programs and their guidelines on variable RE integration with small grids.

These are outlined in Output 1.3 and Output 2.1 of the ProDoc to ensure that global experience with respect to variable RE inputs into small grids is acknowledged at the national level and passed onto local government officers. 

	Sec. III, 15th para.
	10. It is encouraging that local governments are to be involved “see IEA report "Cities, Towns and Renewable Energy" for policy experiences: http://www.iea.org/publications/freepublications/publication/cities2009.pdf 


	10. The PPG team notes that the IEA document presents policy experiences that will be very useful for this project. For example, the local government of Palawan, as represented by the Palawan Council for Sustainable, is attempting to take a lead role in attracting private sector investment to develop renewable energy in their region which depends heavily on tourism and its image as a green destination.   Palawan wishes to harness solar energy along with biofuels as a means of offsetting its diesel power generation. The national RE policies of DOE are aligned with the strategic vision of Palawan. Since Palawan does not have many policies in place to support and encourage the use of RE, the Project will assist in raising the awareness of Palawan decision-makers by exposing them to similar municipal level developments in RE globally as part of the capacity building activities of Component 2.

This should increase the likelihood of success of RE development in Palawan. The GEF project will be dependent on the success of building capacity in Palawan for the development of RE. This would translate into benefits for the local community in Palawan, and on a greater scale, other local governments in the Philippines.



	Sec. III, 16th para.
	11. Instigating the renewable energy market is a key component of the project and the Australian experience of trading RECs (The MRET scheme Mandatory RE Targets) now around 12 years old, would be worth investigating.


	11. This is duly noted by the PPG team. PEMC have also noted to us the experience of the Australian market for trading RECs and have compared their market to the one they are trying to develop in the Philippines. The completion of the comprehensive market assessments (Output 3.1) shall include experience from the Australian market as well as other successful markets globally. This is outlined on pages 39 and 40 of the ProDoc.



	Sec. III, 17th para.
	12. Training is a critical part of the project as renewable energy integration into existing electricity systems can be challenging. It would be useful to detail further who will be contracted to undertake the training. It could take 1-2 years to develop the course material if not already taught at a suitable level at a University
	12. The PPG team has identified existing training modules for renewable energy that targets local energy experts. Under Output 4.4, GEF resources will be used to train local experts using training material from the Technical Education and Skills Development Authority (TESDA) and the Commission on Higher Education of the Philippines (CHED). Since the target audience for training is local energy experts, course material will be taught at local universities and technical colleges likely in Year 1 of the Project.

Descriptions of the proposed training activities of the Project can be found under Output 4.4 (pgs 43 and 44) in the ProDoc.


 Annex C:  status of implementation of project preparation activities and the use of funds

A. provide detailed funding amount of the PPG activities financing status in the table below:
        

	PPG Grant Approved at PIF:  US$ 100,000

	Project Preparation Activities Implemented
	GEF/LDCF/SCCF/NPIF Amount ($)

	
	Budgeted Amount
	Amount Spent To date
	Amount Committed

	Updating and analysis of background context

including baseline investments and GHG

emission profile
	22,000
	22,000
	0

	Conduct of the Project Logical Framework

Analysis  
	10,000
	10,000
	0

	Scoping and assessment of potential city wide NAMA concepts 
	7,300
	7,300
	0

	Review and assessment of financing mechanism to support the sustainable scaling up of low carbon cities
	17,800
	10,000
	7800

	Detailed design of project activities with participation of relevant stakeholders
	18,000
	10,000
	8000

	Discussions and agreement on the project management and implementation arrangements
	9,500
	1,158.15
	8341.85

	Negotiation and confirmation of co-financing
	5,400
	5,400
	0

	Preparation of Project document, CEO Endorsement Request and tracking tool
	10,000
	10,000
	0

	Total
	100,000
	75,858.15
	24,141.85


The Renewable Energy Management Bureau under the Department of Energy with assistance from UNDP, assembled the Project development team that carried out the PPG Exercise. The team came up with the available data and information that were utilized for the Project design. The data gathering, processing and analyses have made possible the clear understanding of the current situation concerning the issues and concerns regarding the intentions and plans of the Government and RE project proponents to accelerate the development of renewable energy in the Philippines. The discussions with the key stakeholders and Project partners (mainly the local government units, financial institutions, potential and existing RE project proponents, and RE service providers) have made possible the identification of relevant issues and barriers that need to be addressed and considered in the development and implementation of the Project. Intensive discussions with the key stakeholders have made it possible for the Project team to fully understand the nature and extent of these issues/barriers. The logical framework analysis that was carried out by the team together with the stakeholders has enabled the confirmation of the previously defined project goal and objective, and expected outcomes. Discussions with RE project proponents and local government units and officials, particularly regarding their technical capacity development needs, and the proprietary concerns on private sector investments became the basis of the project designs, namely building capacity of stakeholders at the LGU level and provision of technical assistance to RE project proponents utilizing a streamlined regulatory approval process. The discussions with the stakeholders and project partners also resulted in getting commitments for the co-financing of the baseline activities that were subsumed into the Project; as well as in the agreed project coordination mechanisms and the Project implementation arrangements. The outputs of these PPG activities were used in the detailed design of the Project components and activities. Overall, the PPG Exercise has achieved the PPG objective of designing, developing and documenting the Project Document. 
Annex D:  Calendar of expected reflows (if non-grant instrument is used)
Provide a calendar of expected reflows to the GEF/LDCF/SCCF/NPIF Trust Fund or to your Agency (and/or revolving fund that will be set up): N/A
� Project ID number will be assigned by GEFSEC.


� Refer to the �HYPERLINK "http://www.thegef.org/gef/node/3624"�Focal Area Results Framework and LDCF/SCCF Framework� when completing Table A.


� PMC should be charged proportionately to focal areas based on focal area project grant amount in Table D below.�


�  For questions A.1 –A.7 in Part II, if there are no changes since PIF and if not specifically requested in the review sheet at PIF  stage, then no need to respond, please enter “NA” after the respective question.  


� No top-down emission reductions were assumed due to the assumption these replications need to take place with the new DOE streamlined regulatory process that is a direct product of this Project, and cannot take place independently.


�   If at CEO Endorsement, the PPG activities have not been completed and there is a balance of unspent fund, Agencies can continue undertake the activities up to one year of project start.  No later than one year from start of project implementation, Agencies should report this table to the GEF Secretariat on the completion of PPG activities and the amount spent for the activities.
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