United Nations Development Programme
Global Environment Facility

=&

DP

4 September 2003

Dear Rohit,

Subject: PHI/01/G33: Capacity Building to Remove Barriers on Renewable
Energy Development

I refer to your email of today’s date regarding the World Bank’s request for CEO endorsement of an
additional US$1 million of the guarantee fund to UNDP for the Philippines Renewable Energy
Development project. We have made substantive revisions to budget and cover page of the project
above mentioned project to reflect the increase of US$1 million increase to the above mentioned
project as a portion of the overall GEF US$10 million grant .

Please find attached the revised cover page and budget which incorporates the increased
amount reflected in Budget Line 71.02 under the Loan Guarantee Fund.

Many thanks and kind regards.

Yours;sihcerely,

Officer-in-Charge and éputy Executive Coordinator
Global Environment Facility

Rohit Khanna

Senior Operations Officer
GEF

World Bank

One United Nations Plaza (FF-10), New York, NY 10017 Tel: (212) 906 5044 Fax: (212) 906 6998 www.undp.org/gef



Justification for Increase in GEF allocation to
PHI/01/G33 — Capacity Building to Remove Barriers on Renewable
Energy Development

This substantive revision has been made in order to accommodate an increase of US$1
million to the budget for the above-mentioned project. Upon CEO approval of the World
Bank project entitled “Philippines: Rural Power Project”, an additional allocation of US$1
million will be added to the total approved budget for the UNDP. As this UNDP project is
already under implementation, it is necessary to undertake this substantive revision to
incorporate the additional funds into the budget.

Under Activity 4.1 of the project document, the Loan Guarantee fund has been established
to pay for the guarantee costs associated with renewable energy projects being identified and
supported under the project. The UNDP project is expected to support largely small hydro
activities. The World Bank project is designed to focus on providing partial investment
guarantees to photovoltaic (PV) installations. However, in consultations with World Bank
counterparts, it was decided that it would be more efficient to have a single entity manage
both loan guarantee elements: that devoted to the PV component from the World Bank
project and that devoted to the non-PV renewable energy component from the UNDP
project. This substantive revision is needed to enable this cooperative activity to take place
simply and efficiently.



E UNITED NATIONS DEVELOPMENT PROGRAMME
GOVERNMENT OF THE PHILIPPINES

Substantive Revision

Summary of project inputs (in USS$)

Project Title: Philippines: Capacity Building to Remove

Barriers to Renewable Energy Development
Project Short Title: Philippines Renewable Energy Project UNDP/GEF: 6,143,048
Starting Date: 01/07/2002 go-Fi“ancit"g By 3.050,000

] overnment (In-cash): ,050,
End Date: 30/06/2007 : Government (Inkind): 1,235,000
Management Arrangement: National Execution .
Desionated Institution: D fE DOE Other International
esignated Institution: epartment of Energy ( ) (In-cash): 6,180,000
. . Private-and NGO Sector

Project Site: Nationwide (In-cash): 7,844,000
Beneficiary Country: Philippines (In-kind): 312,000
ACC Sector and Sub sector: (5) Energy; (40) New & Renewable

Sources of Energy TOTAL 24,764,048
DCAS Sector and (8) Energy; (47) New & Renewable Sources

of Energy

Government Sector and Sub sector: Department of Energy

Primary Areas of focus/sub-focus: (3) Promoting Environmental & Natural Resources Sustainability
Secondary Areas of focus/sub-focus: (21) Promotion of sustainable energy & atmospheric quality
Primary type of intervention: Programme Support

Secondary type of intervention: Programme Technical Support

Primary target beneficiary: Governmental Organizations

Secondary target beneficiaries: Private Sector

LPAC review Date: March 01, 2002
Programme Officer: Clarissa Arida, UNDP Manila
Brief Description:

In order for the Philippines, a) to reduce a growing dependence forecast on fossil fuels; b) to meet
ambitious targets for reliable, economic supplies of grid electricity; and, c) to realize widespread
electrification and poverty relief in remote communities, new and renewable energy (NRE) sources of
energy will have to be tapped over the next ten years. These are abundant throughout the country but
relatively under-utilized. Innovative financing and market delivery mechanisms will play a central role in
providing the capital and access to the market required to meet expansion targets. The UNDP-GEF PDF-B
work that lead up to this proposal identified multiple barriers to the rapid market expansion of NRE. This
project removes key market, policy, technical and financial barriers through a rationalized program. The
project components include: a) strengthening the capacity of the GOP agencies to enact and implement
sound NRE policies; b) providing information for targeted audiences to build an NRE market; c) creating a
"one-stop-shop" market service center for preparing and promoting NRE projects; d) increasing
coordination among organizations concerned with NRE; e) assisting the market penetration of NRE in
remote, off-grid communities by providing incentives for innovative market delivery and financing
mechanisms; f) improving the quality of NRE technologies and systems through assistance with standard
setting. The project has been designed to be complementary to ongoing and planned NRE and rural
electrification sponsored by the GOP. In particular this capacity building project will lay important
groundwork for future NRE-related projects in the country. As of September 2003 the GEF allocated an
additional US$1,000,000 to the project, thus increasing the original approved allocation to 6,143,048.




On behalf of: Signature

UNDP:

Executing Agent:
Department of Energy

Date

Government;:
Department of Environment

& Natural Resources

Name/Title:

Terence D. Jones
Resident Representative

Cyril del Callar
Undersecretary

Gregorio Cabantac
Undersecretary
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