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PROJECT PERSONNEL

Support for EE policy, awareness, and coordination

$2,300,000

Intl. Expert

$90,000

$30,000

$120,000

Nat. Expert

$26,620

$9,680

$36,300

Project Manager

$142,522

$6,000

$148,522

Assistant

$103,892

$4,500

$108,392

Information/Outreach Officer

$138,522

$6,000

$144,522

M&E Manager

$142,522

$6,000

$148,522

M&E Junior Staff

$105,392

$4,500

$109,892

M&E Junior Staff

$103,892

$4,500

$108,392

Support for EE project development and financing

$500,000

Nat. Expert

$29,040

$14,520

$43,560

Financial Component Manager

$140,522

$6,000

$146,522

Database Manager

$138,522

$6,000

$144,522

Fund assistant

$105,392

$4,500

$109,892

Training

$200,000

Training manager

$138,522

$6,000

$144,522

Assistant

$105,392

$4,500

$109,892

OFFICIAL TRAVEL

Project travel

$45,000
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MISSION COSTS

Mission Costs

$43,000
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$50,500

Consultant for audit certification and training

$58,000

$58,000
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$400,000

Devel

. & 

delivery of training for energy 

cert.scheme

$110,000
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Centre personnel

$71,000
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$7,500
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Expendable  Equipment

$2,747

$150

$2,897

Non-Expendable Equipment

$10,000

$50,000

$60,000

Maintenance for office 

equip.

$12,000

$12,000

Database (consultant and hardware)

$50,000

$50,000

Software for Financial Database

$35,000

$35,000

Outreach to municipalities

$176,000

$50,000

$226,000

Component total

$200,747

$185,150

$385,897

MISCELLANEOUS

Reporting and publication costs (monitoring and

evaluation)

$179,000

$10,000

$189,000

$50,000

Sundries (communications and postage)

$47,500

$2,150

$49,650

Component total

$226,500

$12,150

$238,650

AUDIT AND FEASIBILITY STUDY FUND

Audit and Feasibility Fund

$1,535,000

$1,535,000

Audit and Feasibility Fund

TOTAL

$4,200,000

$330,000

$4,530,000

$3,050,000


RESPONSE TO COMMENTS FROM COUNCIL MEMBERS
Hungary:  Public Sector Energy Efficiency Programme, FP (UNDP) GEF:  $ 4.2 m; Total: $ 16.65-20.65 m

Response to Comments from France:
Evaluation of various project activities is considered an essential component of the project (see paras. 57-59).  In addition to the monitoring and evaluation plan described in the project document, the project team will include a dedicated staff member and two assistants in order to evaluate both the project activities and the federal integrated program for municipalities as a whole (paras. 84-85, 95, and Fig. 1).  This will allow the implementing agency to determine which programs are successful and why.  In addition, it will help the implementing agency to match municipalities to the most effective energy efficiency services given their profiles. 

The audit and feasibility fund, which is described in detail in the project document, is designed to fund preliminary studies on promising project activities.  In addition, the monitoring and evaluation project will complete studies on the role of various actors on different project components.  The description of the program launch is provided in the project workplan, which will be finalized imminently.

Response to Comments from Switzerland:

The project has taken important steps to ensure qualified staffing on the project.  The Project Steering Committee for the preparatory phase of the project has had significant input on drafting appropriate terms of reference and identifying qualified candidates.  The pool of potential applicants is very strong.  A complete overview of the staffing for the center is provided in Figure 1 of the project document.

The entire training component and outreach towards municipalities will have a natural emphasis on bottom-up planning and comprehensive approaches to saving energy that are not limited to large investments.  Many Hungarian municipalities are simply to small to undertake top-down, investment-driven projects.  Therefore, the survey of information needs (see para. 98) and corresponding training will have an integrated focus.  Optimization of operation in systems is considered a key step in this strategy.  This approach in training will be included (see paras. 101 and 104).  Energy management practices are the goal of the training, and the project is designed in such a way that the support for audits will provide additional motivation to identify and undertake these low-cost types of projects with short payback periods.
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2. Summary

The proposed project will help Hungary to improve the energy efficiency of its public sector thus mitigating the emissions of greenhouse gases, mainly CO2. The project seeks to remove the barriers for a sustained market of energy efficiency services and promote the implementation of energy efficiency projects in municipalities, hospitals and other public institutions. 
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CIS

Commonwealth of Independent States

CO​2

Carbon dioxide, the most important greenhouse gas 
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European Bank For Reconstruction and Development
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Energy Saving Action Plan
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European Union
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Gross Domestic Product

GEF

Global Environment Facility
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International Finance Corporation
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Non-Governmental Organisation
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Organisation for Economic Cooperation and Development
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Poland and Hungary: Assistance for the Reconstruction of the Economy (A European Union technical assistance programme originally designed for Poland and Hungary and currently operating in 14 Central and Eastern European countries)

PJ
Petajoule, energy measurement unit (1 PJ = 1e15 J)

PPP
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United Nations Framework Convention on Climate Change
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United Nations Development Programme
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A. CONTEXT

A1. Description of the subsector

1. Hungary is a landlocked country in the centre of Europe, which borders Austria, Slovenia, Croatia, Yugoslavia, Romania, Slovakia and Ukraine. The country’s area amounts to 93,033 km2 and its population is approximately 10.2 million.  In the last decade, Hungary has undergone a comprehensive and successful political and economic transition from a centrally planned to a market economy. Fundamental changes in the institutions and the structure of the economy have gradually created the conditions necessary for sustainable economic growth. After a fall in GDP of nearly 20% between 1989 and 1993, Hungary has seen renewed growth since 1994. Real GDP growth was 4.6% in 1997, 5.1% in 1998, and 6.x% in 1999.

2. Hungary traditionally depended on countries of the Commonwealth of Independent States (CIS) for much of its energy supply. While Hungary has some domestic oil, gas, and coal resources, 73% of oil, 66% of gas, and 25% of coal are imported.

3. Total primary energy supply (TPES) increased by 61% between 1971 and 1987, but it fell by 20% over the following decade as a result of Hungary’s transition process and fall in economic output.  In 1997, TPES stood at 25.31 Mtoe, consisting mostly of natural gas (38.3%), oil (27.6%), coal (17.2%) and nuclear energy (14.4%).

4. The inefficient use of energy in Hungary is a legacy of historically low, subsidised energy prices and a strong emphasis on energy-intensive industries with no incentives for efficiency which is characteristic of centrally-planned economies. In 1996, primary energy supply per unit of GDP was 0.79 toe/US$1000, compared with an OECD average of 0.26 toe/US$ 1000.

A2. Host country strategy

5. Hungary submitted its Second National Communication to the UNFCCC in 1998. According to the inventory presented in the Communication, the largest share of CO2 emissions (almost 97%) resulted from fuel combustion. Total fuel-related CO2 emissions in 1995 were 57,567 Gg. The largest sources were the energy sector (46%) and the residential sector (20%), followed by transport and industry.
 

6. Energy consumption is greatest in the public, commercial, and residential sectors (46% total), followed by industry (31%) and transport (16%). In the public and residential sectors, the most important end uses are individual and district heating and electricity generation; together these three areas comprise more than 75% of total sectoral consumption. Other uses include district heating, hot water for direct use, cooking with individual fuels, and hot water from district heating.
 Energy consumption per volume heated is 20 – 30% higher than the typical value for EU member states with a similar climate.

7. The cornerstones of a successful energy efficiency policy are market based pricing of energy carriers, the removal of subsidies, and clear rights and responsibilities in ownership. Hungary is systematically moving in this direction, driven by the EU accession process. Privatisation of electricity generation and distribution companies has been undertaken. The Hungarian Power Company (MVM Rt.) is the (state owned) transmission system operator. The market model adopted in Hungary is the so-called ‘single buyer model’ in which the MVM purchases power from electricity generating companies and sells it to the distribution companies and to eligible consumers. Liberalisation of the market to allow generators and distributors to trade directly is currently under consideration and discussion. District heating networks are owned by municipalities.

8. The Hungarian Parliament approved an Energy Policy Concept in 1993 and adapted it to ensure full harmonisation with the ‘acquis communautaire’ (European Union laws and regulations) after general elections in May 1998. The concept identifies the following strategic objectives:

· Security of energy supply through diversification of energy sources;

· Environmental protection;

· Modernisation of supply-side energy systems;

· Increased demand-side energy efficiency;

· Improvement in public information on energy consumption;

· Acquisition of foreign capital for investments; and

· Compatibility with the EU and other international organisations.

9. Raising energy prices to reflect market costs is an important step in improving energy efficiency. There has been a fundamental change in pricing policy concerning energy resources in Hungary. Direct central subsidies for energy prices were ended in 1991. Since 1995, there have been liberalised markets and pricing for solid fuels, oil products, and district heating.  In 1995, household electricity prices rose by an average of 65% and gas prices by 53%, thus removing cross subsidies from the industrial to the household sectors.  Prices now reflect direct costs, but they are still expected to continue to rise in the future. This is due to government’s commitment to include environmental externalities in energy prices in accordance with EU legislation.

10. In addition to market based energy prices, Hungarian energy policy outlines other measures to promote energy efficiency. The National Energy Savings and Energy Efficiency Improvement Programme, which was based on the Energy Policy Concept, was developed in 1994, followed by the Energy Saving Action Plan (ESAP) in 1995. ESAP consists of four sets of measures:

· wider use of renewables;

· energy efficiency improvement;

· energy efficiency labelling; and

· education, information and promotion of technology innovation.

11. In July 1999, the government approved the “Principles of the Hungarian Energy Policy and the New Business Model of the Energy Sector.” The document defines the near-term principles of the Hungarian energy policy leading up to EU accession. A new energy efficiency program was developed based on that document: “Government Resolution No. 1107/ 1999 on the strategy to increase energy saving and energy efficiency until 2010.”  The government on 10 October 1999 adopted this strategy.  The program seeks to create a solid legal, financial and institutional background for energy efficiency. 

A3. Prior And Ongoing Assistance

12. There are two other GEF energy efficiency initiatives in Hungary, both executed by the International Finance Corporation (IFC). The Hungary Energy Efficiency Co-financing Program (HEECP) is currently being implemented. It focuses on providing partial guarantees and technical assistance for eligible energy efficiency financing transactions. From the US$ 5 million GEF financing, US$ 4.25 million is used for guarantees, US$300,000 for technical assistance and US$450,000 for program operations and administration. The majority of the resources from this funding have been deployed in sub-project guarantees via existing relationships with commercial banks and leasing companies. A parallel investment of $8-10 million from IFC regular funds is under consideration but has not yet been approved by IFC management.  The project focuses almost exclusively on the financial barriers to energy efficiency.  The project is also limited to private sector applicants (because of its mandate, the IFC can only work with public institutions indirectly through private ESCOs). 
13. The multi-country Efficient Lighting Initiative (ELI) will start work in Hungary in 2000. The ELI will initially concentrate on residential lighting market and it may also address public sector lighting. This project was submitted to the GEF Council in January 2000.  In the case that ELI decides to enter the public sector market, co-ordination between this project and ELI will be established to leverage resources and avoid overlap in the area of public lighting.
14. HEECP can guarantee up to 50% of investments in a given project. Banks normally desire 100% guarantees; the other half can be secured by the collateral value of the equipment to be installed or guarantees against the equity of the ESCO developing the project. This is not a problem for large ESCOs with multinational companies as shareholders. However, small Hungarian ESCOs with limited capital have found that their equity is quickly tied up as collateral, and they are no longer able to get bank financing for further projects even when they hold partial guarantees from HEECP. Because of this, IFC is also interested in equity financing for ESCOs to increase their financial capacity.

15. The so-called ‘German Coal Aid’ (soft loan) revolving fund was established in 1991 using the proceeds from the sale of coal donated to the Hungarian Government by the German Government to finance energy efficiency investments in private and public sectors. Between 1991 – 1998 it financed 391 projects with total investment of approximately US$ 43 million. 68% of the debt financing of the projects supported were supported by soft loans from the programme, and 32% were at commercial rates. The estimated energy savings from these projects total almost 5.7 GJ annually. 

16. The Hungarian government launched its own soft loan Energy Saving Credit Programme in 1996 based on a decree. It is implemented by a commercial bank determined each year by a competitive bidding procedure. In 1997–1998, a total of 166 energy efficiency projects with an investment of Huf 2.4 billion (US$ 9.8 million) were implemented. 75% of the financing comes from soft loans with a 50% interest rate subsidy, and 25% is commercial financing. The estimated annual energy savings resulting from these projects are 528 TJ.

17. The EU-PHARE Energy Efficiency Revolving Fund finances small and medium-size enterprises from both the private and public sectors.  The EU supports the scheme with approximately US$ 4.8 million for the revolving fund, the Hungarian government appoints the fund manager, and two participating banks administer the fund.  The first funding tranche amounted to approximately US$ 2.9 million, and banks have begun the process to request the second tranche of the funds.

18. The EU has financed a programme of institution building (through the Phare, Synergy, and Thermie programmes) with the creation in 1991 of the joint Hungarian-EU Energy Centre Foundation, through the Ministry of Industry and Trade.  This centre which was established to act as a focal point for activities to promote improved energy efficiency, implemented a number of donor funded projects (principally Phare funded, but also funded by other EU programmes, and by Dutch bilateral funding). The Centre implemented projects in the fields of public information campaigns, demonstration projects, training (including training for municipal energy managers), and the financing programme mentioned above. The total value of the projects implemented was approximately $3.5 million. Five years after the creation of the Centre, the EU withdrew its legal involvement, as intended from the outset. The EU assistance was intended to assist the institution in its first years, but not to be permanent, and the European Commission was replaced in the foundation by the Ministry of Environment.

19. While this previous assistance has made an impact on energy supply and use in municipalities, the impact was less than optimal. This was because in the past a weak institutional structure and lack of national funding for programmes created a vicious circle, where funding was not given because the institutional background was weak, and the institutional background remained weak without any major government funding. For this reason past donor financed efforts did not achieve their full potential. The creation of the new amalgamated Energy Centre, and the substantial funding for the national energy efficiency programme have removed this barrier to the success of donor funded efforts to improve energy efficiency.

A4. Institutional Framework For The Sub-sector

20. The Ministry of Economic Affairs is responsible for energy policy and energy efficiency policy. As mentioned above, Hungarian energy policy promotes a shift toward real energy prices, the wider use of renewable energy sources, energy efficiency improvement, energy efficiency labelling and education, and information and technology innovation.

21. The Ministry of Environment, in the context of climate change mitigation, are strongly involved in the development and implementation of energy efficiency policy. The Ministry of Environment was joint partner with the Ministry of Economic Affairs in the Energy Centre from 1997 to 2000, and was very closely involved in the initiation and development of this project.

22. Energy efficiency is currently a top priority on the government’s energy policy agenda, and the government has taken concrete steps to put an effective institutional framework in place. In the October 1999 resolution on energy savings, the government announced its intention to establish a new agency for energy efficiency policy and programmes by merging the Energy Centre, the Energy Information Agency, and the responsibilities of the Energy Conservation Department of the Hungarian Energy Office (the utility regulator). 

23. The Energy Centre was established in 1992 as a joint foundation of the Ministry of Industry and Trade (predecessor of the Ministry of Economic Affairs) and the European Commission in order to promote energy efficiency and sustainable energy technologies.  The legal involvement of the European Commission in the foundation was fixed from the outset for five years, and in 1997 the place of the European Commission was taken over by the Ministry of Environment, and a non-profit company was established with the two Hungarian ministries as joint owners of the Centre. 

24. The activities of the Energy Centre were funded initially through EU programmes, but later through also bilateral and national funding. The Centre gained much experience in energy efficiency information dissemination and outreach, in training (including training for municipalities) and in the establishment and management of financial mechanisms (Phare fund for energy efficiency investments), and in working with NGOs and local energy advice centres and networks.

25. The Energy Information Agency was established as a non-profit company of the Ministry of Industry and Trade in order to take principally the energy statistics work undertaken by the former State Energy Authority, which was a background institute of the Ministry.  The EIA was (as was its predecessor State Energy Authority) involved in energy efficiency through its mandate to oversee the overall administration and the technical evaluation of applications for the ‘German Coal Aid Fund’ for energy efficiency (a soft loan fund for energy efficiency investments established in 1991. The loans were given by (and repaid to) a bank contracted for this purpose.

26. Both the Energy Centre and the Energy Information Agency had the legal status of non-profit companies belonging, in the case of the Energy Centre, to the Ministry of Economic Affairs and the Ministry of Environment, and in the case of the Energy Information Agency, to the Ministry of Economic Affairs alone.  On the basis of a Government Decree passed in April 2000 the Energy Information Agency was joined to the Energy Centre, and the Energy Conservation Department of the Hungarian Energy Office was abolished, with its responsibilities being transferred to the new Agency.  The new Energy Centre is responsible for the implementation of the government programme for energy efficiency, and for the coordination of actions in the field of energy efficiency.

27. Several NGOs are active in the promotion of energy efficiency. The Energy Club is a long established (established in 1990) NGO concerned with promoting sustainable energy policies in Hungary. The Energy Club has been active in developing outreach and educational actions to municipalities and schools, and in developing networks of local advice centres. The Energy Club have also implemented capacity building actions to help local NGOs active in promoting energy efficiency in Hungary.

28. The Energy Efficiency Business Council was established in 1999 (through a USAID financed project to promote the development of the energy efficiency industry, implemented by the US Alliance to Save Energy) to represent the interests of the energy efficiency industry in Hungary. 

B. STRATEGY FOR THE USE OF UNDP RESOURCES

B1. Problem to be addressed/ present situation

29. The problems that the project seeks to address are, most widely, the level of greenhouse-gas emissions associated with the generation and use of energy in Hungary, which is exacerbated by the low level of energy efficiency in the economy, and more specifically the low level of energy efficiency in municipalities.  As in other former socialist countries of the region, energy efficiency remains low due to the historical legacy of an economy which was biased towards heavy energy intensive (and energy inefficient) industry, and a building stock which was constructed without attention to energy consumption. Lowest capital cost of construction rather than the lifetime cost of operation was the overriding design criteria for buildings and district heating systems built from 1945-1989. In addition energy costs under the socialist economy did not reflect market based economic costs, leading to a widespread and well entrenched culture of energy inefficiency (it is a truism that the ‘thermostat’ in Hungarian apartments is the window).

30. While energy costs have now been raised to market levels, other significant problems remain to be addressed.  Progress in improving energy efficiency has been made in the industrial sector. The closure of some of the most energy inefficient heavy industry, coupled with a substantial foreign inward investment both through privatisation and greenfield investment have done much to reduce industrial energy intensity.

31. However in housing and in public sector buildings, and in district heating, much less progress has been achieved.  There are 3,100 municipalities in Hungary (self-governments in literal translation), of which only 23 are considered to be major urban areas.  More than 2,900 of the total number of self-governments are villages. 

32. Municipalities face three acute problems relating to energy use: inefficient district heating systems; the poor energy efficiency of institutional buildings; and outdated and inefficient street lighting, for which municipalities pay the costs, but for which the responsibility for maintenance and the ownership lies with the electricity distribution companies.

33. Municipalities are owners of the district heating networks (either heat generation and distribution, or distribution alone where the heat is supplied from a major CHP generating station). In Hungary 650,000 apartments (housing 2 million people, 20% of the population) are supplied with heat and hot water from district heating. District heating suffers from considerable inefficiencies in heat generation, heat transmission, and in end use. Individual heat metering at the apartment level is minimal, and considerable investment is required in the modernisation of district heating systems.

34. Concerning institutional buildings, the municipal sector is very heterogeneous, with many different levels of energy efficiency awareness among different communities. Many municipalities do not have an energy manager, and many lack the technical and financial capacity to identify and implement energy efficiency improvements. The awareness of the benefits of energy efficiency measures is a necessary first step to create demand for energy efficiency services and therefore it is important to raise awareness among the less-informed communities. However, even in cases where the potential clients (e.g. municipalities, hospitals and other public institutions) are aware of the possibility of improving energy efficiency, there is little demand for energy audits or energy efficiency projects. This stems in part from scarce resources, a lack of experience in energy efficiency projects, higher priorities of other investments, and a lack of flexibility in making funding decisions for multi-year projects.

35. In addition to the lack of demand for energy efficiency services from the public sector in Hungary, there also a barrier of lack of supply of such services. Apart from the financing facilities for energy efficiency investments mentioned above, few Energy Service Companies (ESCOs),
 consulting companies, and individual consultants specialised in energy efficiency exist. A wide range of services is needed in order to respond to the energy efficiency needs of the clients, from feasibility studies and simple energy audits to turn-key energy efficiency projects with performance contracting, long-term financing, monitoring and maintenance. Existing companies will need training and support in order to be able to offer products that satisfy the market. There is a demand for different types of alliances among consultants, equipment installation firms, suppliers of equipment and instrumentation, and financial institutions.

36. Although several large multinational ESCOs are already active in the Hungarian municipal market, their operations are still small in size and only capable of covering a small part of the potential market. Existing barriers make it difficult for smaller municipalities or municipalities with low revenues to access the ESCO services which are available. Furthermore, many of the smaller ESCOs or would-be ESCOs lack the capital needed to access credit financing from the commercial banks. Small municipalities without energy managers also have encountered difficulties in identifying qualified auditors and ESCOs, because there is no official process for certifying energy auditors or ESCOs to operate in Hungary.

37. The market for feasibility studies and energy audits is another problematic issue. Since these studies themselves do not provide any savings, municipalities and other customers are unwilling to pay for them. On the other hand, a provider of energy efficiency services is only willing to undertake these audits if it is convinced that the audit will lead to actual implementation, and a subsequent service contract.  The problem is further complicated by Hungarian law, which forces cities to conduct a bidding process on public procurements with a value of more than US$ 140,000 and accept the least-cost bid.  Because of these rules, an unqualified auditor offering a low bid must be selected over an established ESCO.   As a result, cities may decide that it is too risky to contract for these services.  A further and related problem is that there is no clearly accepted standard for energy audits.

38. A final problem that currently exists is the problem of access to finance for energy efficiency projects.  There are several funds available to assist investment in energy efficiency in the public sector in Hungary – the ‘German Coal Aid’ revolving fund; the Hungarian Government Energy Saving Credit Programme for municipalities; the EU Phare Energy Efficiency Revolving Fund; and the IFC/ GEF Energy Efficiency Co-Financing Fund.  However, despite the existence of these several funds (and the valuable contribution which they are making to improve energy efficiency in municipalities) the total financing available from these funds is insufficient to leverage substantial co-financing from commercial banks.

39. Currently there is neither a centralised information point relating to the terms and conditions of the different credit facilities, nor sufficient coordination between the different funds to allow for ‘one-stop shopping’ for municipalities (or indeed all energy users) who are searching for financing for an energy efficiency investment project. 

B2. Expected end of project situation

40. Investment directly related to the project should reduce carbon emission by at least 300,000 tC over the 20-year lifetime. Other reductions in carbon emissions will be reached through the replication of these projects in municipalities and public sector institutions in Hungary. The project will directly benefit the Hungarian population through the improvement in air quality associated with the reduction in energy production and use which the project will directly and indirectly bring about.

41. The new Energy Centre should be strengthened so that it can work with the maximum effectiveness possible (within the limits of the financial and human resources available) to address information and motivation barriers to energy efficiency, and to assist in identifying developing, managing, and financing energy efficiency projects. The capacity building efforts of the project will also improve the business climate for foreign investors in energy efficiency projects, and will facilitate technology transfer.

42. The project will also address one of the barriers to energy efficiency in municipalities, which is a lack of awareness. There is a lack of awareness not only of the potential for energy efficiency improvements, but of the financial, technical, and operational measures necessary to bring about these improvements. The outreach activities that will be strengthened through the project will bring about a situation where the municipalities have a much higher level of awareness of energy efficiency, which is the first and most important step in the process of improving energy efficiency. This improved awareness will be particularly focussed on the medium and smaller sized cities and towns where at present lack of awareness is a major barrier. Analysis of the applications for funding, and the funded projects from the existing funds shows that it is principally the larger cities where energy efficiency projects have been implemented.  At the end of this project the size of settlements applying for, and implementing energy efficiency projects will have been considerably, and sustainably, broadened.

43. One of outputs of the projects, but also one of the means through which the improved awareness in energy efficiency will be realised, is through an increase in the number, and the quality, of municipal energy managers.  At present the skill of energy efficiency management is poorly developed and poorly understood in municipalities.  While only a limited number of the 3100 municipalities have even a part time energy manager, this role is often understood to mean the responsibility for countersigning the town’s energy bills. Monitoring and targeting , benchmarking, and other energy management tools are very little known.  By the end of the project both the number of energy managers, and their capacity to realise energy efficiency improvements will be significantly improved through the training and outreach activities of the project.

44. The third output related to the strengthened outreach to municipalities will be the strengthening of local networks of energy efficiency centres.  A network of local energy efficiency centres working at the municipal level now exists, but it is poorly coordinated and has only a limited effect. The outreach activities of the project will strengthen the effectiveness of these local agencies, and so their effectiveness as networks to improve awareness of energy efficiency in municipalities.

45. The Energy Efficiency Audit and Feasibility Study Cost Sharing Programme will be established, which will lead to several direct results.  Firstly, the operation of the programme will help to overcome the barrier of lack of awareness of the benefits of energy audits, as discussed in the section above. In addition, the development of a certification scheme for energy audits will help to remove the credibility barrier concerning the quality of the audit companies, and will help to raise the overall quality and standard of energy audits.  Experience in other countries with energy audit certification schemes shows that they can have a very beneficial effect on expanding the demand for energy audits.  The end result of this activity of the programme is not the audits themselves, but the energy efficiency investment projects in the municipalities that will result from the audits and feasibility studies.

46. The training activity will bring about a result where the existing, and new energy managers (which the outreach activity will encourage the appointment of) of municipalities will have a much stronger knowledge base in energy efficiency management techniques and technologies, which will lead to a direct improvement in energy efficiency. This will involve not only improved identification of investment projects, but also the many no and low cost opportunities to improve energy efficiency in institutional buildings and district heating systems.

47. In addition to the technical training for the energy managers of municipalities, the ‘awareness raising’ training aimed at the political level (mayors and deputy mayors) of the municipalities will improve the position of energy managers within the management structure.  At present, even where energy managers do exist, their position is frequently very low, which reduces their access to decision makers, and so the chances that proposals for energy audits or energy efficiency investment projects will succeed in receiving funding. This situation will be improved by the end of the project

48. Equal opportunity for both men and women to participate in the project will be ensured. Indicators will be developed to measure this equal participation.

B3. Target beneficiaries

49. The most important direct beneficiary of the project are Hungarian municipalities. As a result of the outreach and training activities of the project, the elected officials of the municipalities will be much more aware of the importance, and benefits (and meaning) of energy efficiency, and whose energy managers will participate in the training and education programmes.  Through the project municipalities will be provided with increased knowledge concerning energy efficiency in both municipal and institutional buildings, and in the district heating systems which they own, one-stop access to financing mechanisms, and training leading to the better management of municipal services. Both through the application of no and low costs measures and through energy efficiency investment projects, the municipalities will benefit through the reduction in ongoing energy expenditures. The project will also benefit those who use the buildings and facilities in the cities and towns which undertake energy efficiency improvement projects, the people whose streets are re-lit, whose district heating systems are modernised, and whose buildings are made more comfortable and controllable.

50. The second direct beneficiary will be the energy service companies who undertake the energy audits (and those who gain employment in the growing energy efficiency services sector) and who participate in the certification scheme for energy auditors/ energy audits.  Both of these activities will have the result of increasing the demand for energy efficiency services, to the direct benefit of the industry.

51. The third beneficiaries of the project are the new Energy Centre and the local energy advice centres, who will benefit in several ways.  Firstly, the Energy Centre and the local energy advice centres will benefit directly through the training for their staff which will be undertaken through the project. Secondly these institutions will benefit from the expansion of their knowledge and skills base through the implementation of this project. This project is completely complementary to the existing work of the Energy Centre at the national level, and the energy advice centres at the local level.

52. The project will also benefit the national policy makers in the Ministry of Economic Affairs, the Ministry of Environment, and other relevant Ministries who will receive assistance in the development and implementation of energy efficiency policy at the level of municipalities, including the important objective of modernising and improving the energy efficiency of district heating systems. The lessons and experiences gained through the implementation of the project will have a direct benefit in shaping future national energy efficiency policy for the municipal sector.  The project will also support the Hungarian government to meet its obligations to mitigate the emissions of greenhouse gases. 

53. Finally, the project will bring direct benefits to the Hungarian population. GHG emissions and air pollution will be reduced as a result of the improvement in energy efficiency in Hungarian municipalities and public sector institutions which the project will bring about (reducing the pollution associated with energy production, transmission, and end use).

B4. Project strategy and implementation arrangements

54. This project document has been developed through a wide process of consultation with all actors concerned in order to gain full agreement on (a) the nature of the problem to be addressed, and (b) most importantly, the proposed project strategy in order to overcome these barriers.  Discussions have been held with

· The Ministry of Economic Affairs and the Ministry of Environment

· The staff of the Energy Centre

· The Energy Information Agency

· The Hungarian Energy Office

· Representatives of municipalities (including visits to Gyor, Debrecen and Budapest)

· Local energy advice centres (in Gyor, Debrecen)

· District heating companies

· NGOs (Energy Club)

· Financial Institutions (OTP, Raiffaisen Bank, and the HEECP)

· The energy efficiency industry (EGI and the Energy Efficiency Business Council).

55. The project strategy is a participatory approach to the building of capacity in municipalities to improve energy management, not only through investment projects, but also through improved energy management of existing plant and equipment. The information, training, education, and financing efforts of the project will build capacity in municipalities, at the operational and decision making levels. Local networks and local energy advice centres will be similarly developed.

56. This strategy will be achieved in several ways: firstly through strengthened outreach to municipalities and strengthened local networks of energy advice centres; secondly through improving the knowledge base of municipal decision makers and energy managers through training; and thirdly through support for energy audits and feasibility studies which will identify both no and low cost measures to improve energy efficiency, and measures for which investment is required. 

57. Each of these has a synergistic effect on the other. The training and information outreach are mutually supportive, and also support the audits and feasibility studies. The output of the audits and feasibility studies (in terms of applications for financing concrete projects) will be supported by the actions to develop a database of project applications, and to streamline the management of the different funds for energy efficiency currently operating in Hungary, and now to be centralised under the new Energy Centre.

58. The project is also aimed at building capacity for energy efficiency programme implementation at the national level. The project will build capacity in the new Energy Centre, which will act as the national coordinating and implementing agency for national level energy efficiency programmes.  Effective energy efficiency agencies are both successful project managers and policy advisers, acting to encourage an appropriate emphasis on energy efficiency within the overall framework of energy policy. 

59. The project will realise this institution building objective through the funding of project staff, who will support not only the specific implementation tasks of the project, but the overall aim of expanding the range of activities, experience, and knowledge base of the Energy Centre. It is important to note that for the institution building objective to be realised, the project staff must be fully integrated into the organisation structure of the Energy Centre, and physically located in the offices of the Energy Centre with the other staff. It will be the responsibility of the Managing Director and Directors of the Centre to ensure that this integration is fully realised. It will also be the responsibility of the Steering Committee to oversee this aspect of the project.

60. A central element both of the institution building and overall project design is the creation within the Energy Centre, of a strong capability and expertise for monitoring, evaluation, analysis, and feedback. This has been a neglected area of past donor funded energy efficiency efforts (where monitoring and evaluation have been at best inadequate, and at worst neglected). This capacity for monitoring and evaluation will benefit both this project, and also the wider national energy efficiency programme. Concrete quantitative output and performance indicators will be first developed, and then monitored, for all components of the project (including outreach activities, training programmes, and the financing scheme).

61. The project will act to build capacity in the still underdeveloped energy efficiency services industry, and to encourage the development of standards that will benefit the long term growth of the industry. 

62. This will be achieved through the establishment of a national standard for energy audits/ feasibility studies and the development of a programme of certification for energy auditors. In addition contingent funding will be provided for energy audits and feasibility studies. These two strategies should help to realise the overall objective by building demand (persuading municipalities to undertake audits and then feasibility studies) and by building confidence in the industry and in the product to be delivered (what constitutes an energy audit?). The monitoring and evaluation activities (under the institution building objective) will develop specific success criteria, and output and performance indicators for the fund for energy audits and feasibility studies, and for the other tasks undertaken to fulfill the objective of the development, identification, and financing of energy efficiency projects.

63. The project will be overseen by a National Steering Committee and assisted by a Consultative Forum. The roles and responsibilities of both the Steering Committee and the Consultative Forum are discussed further in paragraph 84 and Annex VIII (which sets out the Terms of Reference of the Steering Committee and Consultative Forum). In summary the National Steering Committee is responsible for policy input, functional guidance, and co-ordination. Functional guidance will be provided in relation to the execution of the project activities through the review of regular reports and monitoring and evaluation activities. The Steering Committee (which, for reasons of operational effectiveness should have not more than six members) will be made up of representatives of the following:

· the Ministry of Economic Affairs

· the Ministry for Environment 

· the Ministry of Interior

· the National Bank of Hungary

· the Energy Centre (as implementing agency)

· UNDP/ GEF

The members of the Steering Committee will be nominated by the executing agency, who will also nominate the chairman of the Steering Committee. The chairman would normally be the State Secretary in the Ministry of Economic Affairs responsible for the energy sector.

64. In order to ensure the full participation of all stakeholders, and to ensure that the project draws upon the advice available from these stakeholders, the project will utilise the Consultative Forum which is currently being set up by the Ministry of Economic Affairs for the national energy efficiency programme.  This Consultative Forum will include all relevant stakeholders, including government agencies, the Hungarian Energy Office (energy regulator), the IFIs (World Bank, EBRD, IFC), European Commission Delegation (Phare Programme), private energy efficiency consulting engineers and project developers, NGOs (including local energy advice centres) and associations of municipalities, government departments, and the executing and implementing authorities. 

65. The Consultative Forum will have the broad functions of providing a vehicle for the dissemination of information on the project and bringing about the involvement of the wider energy efficiency and local government communities in Hungary in the project. The interface between the Steering Committee and the Consultative Forum will be created by through the Chairman of the Consultative Forum, who will be a member of the Steering Committee.

66. To summarise, the Steering Committee is responsible for supervision, control, policy guidance, and coordination. The Consultative Forum (of the national energy efficiency programme) is responsible for providing input on related activities (to assist coordination), and dissemination of the project.

67. The implementation arrangements have been designed to ensure not only the efficient working of the project, but also to ensure capacity building within the Energy Centre, which is one of the project objectives. The project team will both ensure the efficient implementation of the project, and will assist the overall goal of strengthening the Centre as an institution. 

68. Implementation of specific tasks will be supported by input from short term experts (international and national short term assistance is foreseen. This input is front end loaded, and the international short term input is intended to assist the rapid and effective start up of the project activities, and the institutional strengthening of the new Energy Centre. 

69. Implementation of tasks will also be supported by consultants for specific identified tasks which are set out in the proposed work programme.

B5. Reasons for Assistance from GEF/ UNDP

70. Hungary became a Party to the UN Framework Convention on Climate Change on 24 February 1994. As a Party to the Convention, the government of Hungary has accepted the commitment to formulate, implement, publish, and regularly update national and, where appropriate, regional programmes containing measures to mitigate climate change by addressing anthropogenic emissions by sources, and removals by sinks, of all greenhouse gases not controlled by the Montreal Protocol. Energy efficiency has been identified as a priority measure for reducing Hungary's greenhouse gas emissions. 

71. UNDP has been providing technical assistance to Hungary for more than 30 years. Due to the neutral and commercial and political nature of its assistance, UNDP is perceived by the Government to be an important partner in technical cooperation. The most recent Country Cooperation Framework emphasised governance, regional development, economic planning, public sector management, and environmental management. This project will support capacity development in several of those focal areas. 

72. The project is consistent with the objectives and eligibility criteria listed in the GEF Operation Programme #5 'Removal of Barriers to Energy Efficiency and Energy Conservation.

73. UNDP funded an energy-environment survey and forecast (prepared by the Energy Information Agency under project UNDP: HUN/97/004) in 1997 which examined the changes in energy use in Hungary in the previous 10 years and the extent of energy related atmospheric emissions; the legal institutional and financial framework which would improve energy efficiency and reduce emissions; and a forecast of energy use and energy related atmospheric emissions for the next 10 years.  This project is fully consistent with the priorities identified in this survey as necessary for improving energy efficiency in the public sector in Hungary.

B6. Special considerations

74. The national or regional energy efficiency agencies in some of the EU Member States demonstrate the value and importance of a correct institutional framework, and in particular, of effective energy efficiency agencies to realise improvements in energy efficiency. In Decision Number 5 of the 1999 Government Decree (1107/1999, X.8), the government of Hungary set out its intention to establish a unified central institution to coordinate and manage energy efficiency initiatives. 

75. Hungary is a candidate country for European Union membership. Hungary has been included in the ‘first wave’ of candidate countries with whom membership negotiations started in 1998. Energy intensity in Hungary remains significantly higher than the average for the EU (and most significantly, higher than EU Member States with similar climatic conditions). This higher energy intensity is explained not only by the structure of the economy, but also by the fact that the efficiency of energy use in Hungary remains lower than the average for the EU Member States.

76. As a result of this, the importance of improving energy efficiency and reducing energy intensity has been recognised in the National Programme for the Adoption of the Acquis. This project is fully supporting the Accession process, through the improvement of energy efficiency in the municipal sector.

77. Equal participation of men and women will be ensured, and indicators will be developed through the project to measure this equal participation.

B7.
Coordination/ Management Arrangements

78. The project will be executed by the Ministry of Economic Affairs and it will be implemented by the Energy Centre. As the executing agency the Ministry of Economic Affairs will be responsible for the planning and overall management of the project, reporting, accounting, monitoring and evaluation of the project, for the supervision of the implementing agency and for the management and audit of the UNDP resources. The executing agency is accountable to UNDP for the production of outputs, for the achievement of project objectives and for the use of UNDP resources. 

79. The Energy Centre as the implementing agency will provide services and carries out activities such as the procurement and delivery of project inputs and their conversion into project outputs. The implementing agency is accountable to the executing agency for the quality, timeliness and effectiveness of the services it provides and the activities it carries out, as well as for the use of funds provided to it. 

80. The Energy Centre will maintain separate accounts, including a separate bank account, for UNDP/GEF resources, to be denominated in US dollars. It will use the funds provided to it only for inputs financed by UNDP/GEF, in accordance with the project budget, covering UNDP/GEF’s contribution.

81. The Energy Centre has already a well demonstrated capability to develop and manage complex donor funded energy efficiency programmes, with 8 years of experience in this field, including experience of training programmes (including training for municipal energy managers), outreach and cooperation with local advice centres, and the establishment and management of financial mechanisms.

82. The UNDP RBEC Regional Support Centre Bratislava will provide support to the executing and implementing agency as needed during the project implementation. Specifically, support will be provided in the following areas: assistance in the project launching, potential participation in the Steering Committee meetings, monitoring the implementation of the work plan and timetable, field visits and preparing and circulating reports after the visit, project documentation revision, reviewing, editing and responding to the project reports, technical backstopping, support to the policy negotiations, financial management and accountability, advising and consulting during the audit process, preparation of budget revisions, financial completion activities, direct payments, advance payments, other support services as networking and exchange of best practices, preparation of the APRs, TPRs, PIR, and arranging the independent evaluations.
83. The coordination of this project with the national energy efficiency programme, bilateral efforts (e.g. greenhouse gas emission reduction ‘Activities Implemented Jointly’ projects financed by the Netherlands government) and the different financing mechanisms is a central feature of the successful implementation of the project.  This coordination will be ensured in two ways.  Firstly through the implementation arrangements, by which the new Energy Centre, which is (with the new institutional arrangements now put in place) the single implementing body for government energy efficiency programmes and financing mechanisms.  The project manager for this project will work within the Directorate for Programmes of the Energy Centre, under the same umbrella as all financial mechanisms, information programmes, and other energy efficiency programmes.

84. The second mechanism by which coordination will be ensured will be involvement of the Steering Committee and the Consultative Forum. The Steering Committee will actively involve the key government players, the implementing authority, and UNDP/GEF. The Consultative Forum (which will be the same Forum to be established by the Ministry of Economic Affairs for the national energy efficiency programme) will bring together a wider group of stakeholders, including NGOs, representatives of municipality organisations, and the energy efficiency industry. The active involvement of the government bodies responsible for energy efficiency policy and the wider group of stakeholders should ensure coordination of this project will related national and bilateral programmes.

85. The project will be managed on a day to day basis by the Project Manager, who will work under the responsibility of the Programme Director of the Energy Centre. This arrangement will ensure that the project is not a stand-alone orphan, but rather that it is fully integrated within the context of the Hungarian government efforts, and bilaterally funded efforts, to improve energy efficiency.  This should ensure that the project, as implemented, is as complementary to the government programme as its design intends, and that overlap with other project is avoided.  The Project Manager is responsible for the overall project coordination, implementation, monitoring and evaluation, and dissemination. The Project Manager will be supported by a full time assistant.

86. Responsibility for the training component of the project will lie with the Training manager, who will report through the project manager to the Programme Director.  The Training manager will be assisted by a full time Training Assistant.

87. The Financial mechanism will be managed by the Financing Component Manager, who will be assisted by a database manager who will be responsible for the development and management of the database of all applications and funded projects for all of the different financial mechanisms and funds under the supervision of the Energy Centre. Both will be assisted by a Fund Assistant. The Financing Component Manager will report to the Project Manager and to the Programme Director.

88. The outreach and information dissemination activities of the project, including the development of, and liaison with local energy efficiency centres and networks, will be ensured by the Project Information Officer.  As with the other posts connected directly to the implementation of the project, the Project Information Officer will report to the Project Manager and Programme Director.

89. The monitoring and evaluation activities are an important and integral element of the project. A monitoring and evaluation manager will be appointed who will have the responsibility to oversee the development of indicators in the project monitoring framework which focus on impact, and on designing and implementing a monitoring plan which considers the project’s impact on the municipal market for energy efficiency goods and services.

90. The monitoring and evaluation manager will also have responsibility to ensure that continuous feedback from the ongoing monitoring and evaluation efforts is used in the design and implementation of later project components, and in liaison with the project information officer, that the results and lessons learned are disseminated to the appropriate audiences. The monitoring and evaluation team will be completed by 2 assistants who will work on the development and implementation of the monitoring and evaluation indicators and mechanisms, and in the analysis of the feedback from these (under the direct responsibility of the Monitoring and Evaluation Manager). 

Detailed management/ implementation arrangements are shown in Figure 1 overleaf.

Figure 1. Project staffing and organisation within the Energy Centre
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B8. 
Counterpart Support Capacity

91. Support for improved energy efficiency has been, and remains, an important element within the overall energy policy of the Hungarian government. The National Energy Savings and Energy Efficiency Improvement Programme, which was based on the Energy Policy Concept, was developed in 1994, followed by the Energy Saving Action Plan (ESAP) in 1995. ESAP consists of four sets of measures:

· Penetration of renewables;

· Energy efficiency improvement;

· Energy efficiency labelling; and

· Education, information and promotion of technology innovation.

92. In July 1999, the government approved the “Principles of the Hungarian Energy Policy and the New Business Model of the Energy Sector.” The document defines the near-term principles of the Hungarian energy policy leading up to EU accession. A new energy efficiency program was developed based on that document: “Government Resolution No. 1107/ 1999 on the strategy to increase energy saving and energy efficiency until 2010.”  This strategy was adopted by the government on 10 October 1999.  The program seeks to create a solid legal, financial and institutional background for energy efficiency. 

93. This government programme for energy efficiency is implemented by the Energy Centre. The new Energy Centre, which brings together the staff and accumulated experience of the previous Energy Centre (with a strong experience in outreach, training, and project management) and the Energy Information Agency (with a strong experience in energy statistics, energy efficiency standards, and fund management). The Energy Centre has considerable experience (of 8 years) in the management of international donor financed energy efficiency projects, including the establishment and operation of financing mechanisms, training courses for energy managers, and information and outreach to municipalities, district heating companies, and the energy efficiency industry.

C. DEVELOPMENT OBJECTIVE

94. The global objective of the proposed project is to mitigate Hungary’s greenhouse gas emissions by improving the efficiency of energy use in public sector buildings and installations. This will be achieved by addressing the relevant institutional, financial, technical and capacity barriers for energy efficiency, thus contributing to the creation of a sustainable market for energy efficiency services in Hungary. The elimination of both demand and supply side barriers for energy efficiency in the public sector is expected to result in significant and sustainable annual reductions of carbon emissions in the future.

95. Investments in energy efficiency directly related to the project could reduce carbon emissions by at least 300,000 tC over the 20-year lifetime of the investment projects. The economic potential for energy savings in the public sector – considering projects with a payback time of less than 10 years – is 124,000 tC annually or 2.48 MtC in 20 years. It is expected that because of the project’s barrier removal activities, a significant part of these opportunities can be captured indirectly.

96. The development objective of the project is to help Hungary improve its energy efficiency and thus contribute to various national objectives. These objectives include reduced air pollution, more efficient use of financial and natural resources and facilitation of Hungary’s integration into the European Union.

D. IMMEDIATE OBJECTIVES, OUTPUTS AND ACTIVITIES

Objective 1. Improve the development of energy efficiency policy, increase awareness, and improve coordination of energy efficiency programmes

97. This immediate objective is to strengthen the institutional framework for both the development and implementation of energy efficiency policy (in general) and for municipalities (in particular). The newly established Energy Centre will be the focus of this institutional building, together with strengthening of the capacity of local networks and of the municipalities themselves to improve energy efficiency.

Output 1.1 Preparation for effective project implementation

Activity 1.1.1 Project preparation

98. Training will be given to the Implementing Agency in the project preparation phase concerning the procedures to be followed throughout the project, and in the development and inception of the project. This training will include financial procedures, reporting procedures, and project management skills and procedures.

Activity 1.1.2 Resource mobilisation

99. Training will be given to the Energy Centre in the procedures for resource mobilisation – recruitment of personnel and acquisition of necessary office equipment, in order to ensure a rapid start up to the project. Priority will be given to the recruitment of the project personnel and the short term experts (international and national) necessary for the project inception phase.

Output 1.2 Improved coordination of energy efficiency policy

Activity 1.2.1 Survey of existing energy efficiency programmes and policies
100. One of the tasks of the project is to assist the Government in the development and coordination of energy efficiency policies, which is itself a key ‘raison d’être’ of the Energy Centre.  In this task the monitoring and evaluation team, working together with international and national experts will undertake a short survey of the existing energy efficiency programmes and policies.  The objective of this survey will be to identify areas where improved coordination could improve the effectiveness of implementation of existing programmes, and to identify areas where additional activities (additional to those already planned under this project) are needed. The output of this activity will be an activity report setting out the key findings. This task will be supported by the international and national short term expert input allocated to the Objective 1 outputs and activities.

Activity 1.2.2 Development of recommendations for improved coordination
101. Based on the results of the survey of policies and programmes, the monitoring and evaluation team (assisted by the international and national experts) will prepare a short report with recommendations for the government (Ministry of Economic Affairs, and other ministries), the Energy Centre, and other relevant bodies, for the improvement of coordination and the development of further activities.  All recommendations should be realistic, with indications of the timing for their implementation, the costs, and the specific responsibilities for implementation. This task will be supported by the international and national short term expert input allocated to the Objective 1 outputs and activities.

Activity 1.2.3 Implementation of recommendations 

102. The monitoring and evaluation team, assisted by international and national experts, will assist the Energy Centre and the Ministry of Economic Affairs in the implementation of the recommendations which result from Activity 1.2.2. The Project Manager (and the management of the Energy Centre to whom the Project Manager reports) will be responsible for overseeing the implementation of these recommendations. This task will be supported by the international and national short term expert input allocated to the Objective 1 outputs and activities.

Output 1.3 Strengthened outreach to municipalities and municipal energy supply companies, and strengthened local networks.

Activity 1.3.1 Survey of Information Needs

103. The Project Information Officer, together with the other staff of the Centre (project manager for municipalities) will undertake a survey and analysis of the information needs of the municipalities, in order to identify the targets for the dissemination of information.  This survey will examine the different information needs of differing levels of municipalities (including district heating companies), the present information available to the municipalities/ local energy suppliers (quality, quantity, and effectiveness) and will identify gaps in the information on energy efficiency management, technologies, financing, and implementation. In undertaking this survey, the staff of the Centre will work closely with associations of municipalities and with the energy efficiency industry. This task will be supported by the international and national short term expert input allocated to the Objective 1 outputs and activities.

Activity 1.3.2 Survey of existing local energy advice centres/ local networks

104. The Project Information Officer, together with other staff of the Centre, will examine the existing local energy advice centres and local networks (of municipalities, and of advice centres). This evaluation will examine in particular the effectiveness of these centres, and networks, in disseminating energy efficiency information, to whom they disseminate, and at what cost. This task will be supported by the international and national short term expert input allocated to the Objective 1 outputs and activities.

Activity 1.3.3 Development of programme of strengthening of local advice centres and networks

105. Based on the output of Activity 1.3.2, the project team will develop a programme for the strengthening of local advice centres and networks. This programme will include the activities which can be financed under this project, but also activities and actions which can be financed from the government programme or other funding sources. The programme which is developed will be realistic, costed, timed, and will identify clear lines of responsibility for implementation. This task will be supported by the international and national short term expert input allocated to the Objective 1 outputs and activities.

Activity 1.3.4 Development of information materials

106. Based on the results of the activities above (1.3.1 and 1.3.3) the Project Information Officer (and other staff) will develop the necessary information materials (e.g. best practice case studies, information on energy efficiency technologies, financing options, or project management techniques). This task will be supported by the international and national short term expert input allocated to the Objective 1 outputs and activities, who will provide advice and assistance in the development of information materials.

Activity 1.3.5 Dissemination of information materials

107. Based on the above activities, the Energy Centre (using local networks and advice centres, as identified under the activity 1.3.4) will design and implement a programme of outreach to municipalities. This activity will be an ongoing process throughout the life of the project, and there should be several iterations between tasks 1.3.1 and 1.3.4 and 1.3.5. The monitoring, evaluation and feedback activity will monitor the effectiveness of the information which is being provided, which should be translated into feedback for the refinement or change of approach of the development and dissemination of information (i.e. is the right information being provided, is it reaching its target, and is it having an effect?). This task will be supported by the international and national short term expert input allocated to the Objective 1 outputs and activities.

Output 1.4  Increase in the number of municipal energy managers

Activity 1.4.1 Survey of present situation

108. Both international experience and Hungarian experience has shown that the existence of the position of energy manager in a municipality can be an effective tool for the development of energy efficiency projects, and the improvement of energy management.  At present the number of energy managers is very limited in Hungarian municipalities, and is also limited to the largest towns and cities.  The survey, which will be undertaken by the training officer and project information officer will examine the number, distribution, job descriptions (if any) and skills of the present energy managers. This activity will be undertaken in coordination with activity 1.3.1 and 3.3.1 (training needs analysis). The objective of this activity is to examine how many energy managers are working in Hungary, what is their position in the hierarchy of the municipality, how their job is defined, and how effective are they in managing energy and improving energy efficiency. The output of this activity will be an activity report setting out the findings of the activity. This task will be supported by the national short term expert input allocated to Objective 1 outputs and activities.

Activity 1.4.2 Development of strategy for creation of energy managers

109. Based on the output of the activity report above, a strategy will be developed to encourage municipalities to appoint energy managers.  The output of this task should feed into the training/ awareness raising for municipal decision makers (under Output 3, activity 3.2.2 and activity 1.3.4). This task will be supported by the international and national short term expert input allocated to the Objective 1 outputs and activities. Targets (based on energy savings achieved and not only the number of energy managers created) will be elaborated through the monitoring and evaluation tasks. In addition evaluation will be assisted by the development of a standard job description of an energy manager (to allow a common definition of what is an energy manager, which is necessary for the evaluation of the results of this component of the project).

Activity 1.4.3 Implementation of the strategy

110. The strategy for increasing the numbers of energy managers appointed, and working in Hungarian municipalities will be implemented, under the supervision of the project manager and the senior management of the Energy Centre. 

Output 1.5 Development and operation of monitoring, evaluation and feedback mechanisms.

111. The development and operation of monitoring, evaluation, and feedback mechanisms is a crucial aspect not only of assessing the effectiveness and results of this project, but of the wider objective of developing energy policy and institutional strengthening.  The two organisations which have joined to form the new Energy Centre have already strong expertise in the implementation of programmes and financial instruments.  Experience is weaker however in monitoring, evaluation, and feedback, and the objective of these activities will be to help to develop and implement these mechanisms.

Activity 1.5.1 Inventory of present monitoring and evaluation mechanisms

112. The monitoring and evaluation team, assisted by the international expert, will critically evaluate the present monitoring and evaluation mechanisms for energy efficiency projects and programmes in use in Hungary.  With the assistance of the international expert, the team will undertake a survey of international best practice in this field, which will be compared to the present Hungarian practice and knowledge.  The output of this activity will be an activity report setting out the present state of monitoring and evaluation of energy efficiency projects in Hungary, and the present international best practice in this field. This task will be supported by the international and national short term experts allocated to the Objective 1 outputs and activities.

Activity 1.5.2 Development of monitoring and evaluation systems

113. Based on the results of the previous task, the monitoring and evaluation team will develop a monitoring and evaluation system firstly for the activities to be implemented under this project, and at a later stage, for the other activities and programmes of the Energy Centre.  As the team develop expertise, the scope of this task will be widened to cover the design of monitoring and evaluation of existing ongoing energy efficiency projects. This task will be supported by the international and national short term experts allocated to the Objective 1 outputs and activities.

Activity 1.5.3 Implementation of monitoring and evaluation systems

114. The purpose of this activity will be to implement the monitoring and evaluation systems designed under the previous activity. This will be an ongoing activity throughout the life of the project, and will be the central task of the monitoring and evaluation team. This task will be supported by the international and national short term experts allocated to the Objective 1 outputs and activities.

Activity 1.5.3 Analysis of results and dissemination of feedback

115. It is fully recognised that monitoring and evaluation is not an activity which is undertaken for its own sake, but rather it is useful only if the correct lessons are drawn from the evaluation, and is fed back into programme and activity design and implementation.  Under this activity the monitoring and evaluation team will be responsible for the dissemination of the results of the monitoring to all relevant audiences, including the Energy Centre programme managers, municipalities, and local energy advice centres. The monitoring and evaluation team will also be responsible for developing recommendations for changes in activity design or implementation for the project as a whole, based on the results of the monitoring and evaluation.

Output 1.6 Sustainable development of the project

Activity 1.6.1 Development of business plan for the Energy Centre

116. The project manager (together with short term expert input if required) working with other project staff and with the management of the Energy Centre, will develop a business plan for the Energy Centre for 4 years, with the first year of the plan being the last year of the project. The business plan should concentrate on developing strategies to ensure:

· The continued employment of the project staff, who should have been fully integrated into the organisation structure of the Energy Centre.

· Continued funding for project activities, including outreach, training, the fund for energy audits and feasibility studies, and monitoring, evaluation, and feedback.

· The integration of the project activities into the national programme for energy efficiency

The output of this activity will be a report setting out the proposed financing needs and sources, and the proposals for the development of the activities of the project in relation to the national energy efficiency policy. 

Activity 1.6.2 Consultation on the business plan

117. The business plan will be discussed with the Steering Committee, and in particular with the Ministry of Economic Affairs, and with the Ministry of Environment. The objective of the consultation process will be to gain agreement on the strategy for the sustainability of the project activities. This will require integration of the project activities into the national energy efficiency programme.

Objective 2. The identification, development, and financing of energy efficiency projects in Hungarian municipalities/ municipal district heating systems.

118. This immediate objective is concerned with reducing the barriers to the financing of energy efficiency projects in Hungarian municipalities through the encouragement of the wider use of energy audits and feasibility studies (i.e. project identification) through the creation of a contingent fund for energy audits and feasibility studies. The objective is also to provide for the better coordination of financial instruments which are already available (through the creation of a ‘one stop shop’ for information on financing possibilities and conditions). A further aspect of this objective is the creation of a national standard for energy audits and feasibility studies, through the creation of a national certification scheme, and the integration of this certification scheme with the financial instruments available.

Output 2.1 Increase in the number of energy audits and feasibility studies undertaken in municipalities/ district heating companies through a fund for energy audits/ feasibility studies

119. Energy audits have proved to be an effective tool for the development of energy efficiency investments. Audits allow users who lack information on the potential for energy efficiency improvements to become aware of the potential, and then create knowledge of what measures can and should be taken. Energy audits are highly cost effective, with very short payback times (the energy savings from the no and low cost measures identified will in themselves normally more than repay the cost of the energy audit). However, energy users who do not see the potential for energy efficiency will not invest in a preliminary energy audit. The reluctance on the part of municipal decision makers to pre-finance an energy audit is a serious barrier to improving energy efficiency in the institutional building sector, and in district heating systems, in Hungary.

120. This lack of awareness and lack of confidence in the value of energy audits necessarily also affects the development of feasibility studies (detailed energy audits) and hence investment in energy efficiency. This a significant barrier to the development of more complex and larger energy efficiency projects. 

121. For this reason contingent grants given on a cost sharing basis for both preliminary or simple energy audits, and for detailed feasibility studies (either developed subsequent to the preliminary audits, or for more complex and larger projects where preliminary analysis of the energy efficiency potential has already been undertaken) would support project identification, development, and implementation. The cost of energy audits or feasibility studies - based on the offer of a certified (see output 2.2) energy auditor - will be shared with the municipality. The project has the objective to support at least 100 audits and feasibility studies to be undertaken in municipal buildings, municipally owned institutional buildings (schools, hospitals etc) or in municipally owned district heating systems. All of the audits should identify no and low cost measures which should be implemented. A minimum of 40 of the projects where an audit or feasibility study was supported should lead to concrete investment projects over the lifetime of the project.

Activity 2.1.1 Needs analysis for fund 

122. As discussed above, there is a clearly identified barrier to the wider use of audits and feasibility studies in Hungarian municipalities. The degree of support necessary to overcome this barrier, in terms of the percentage of audit or feasibility study cost which should be pre-financed on a contingent support basis will be determined following detailed study of the needs of municipalities.  The objective of this activity will be to determine the degree of assistance required in order to overcome this barrier, and to examine attitudes to the proposed repayment mechanism.

123. The loan repayment mechanism which is proposed as a starting point (based on the approach used by the GEF/ IFC Hungary Energy Efficiency Credit Programme (HEECP)) would stipulate that 30% of the funding would be repaid to the Implementing Agency if (a) the energy audit or feasibility study did not identify a viable project to be funded under other credit lines, or through municipal support, or (b) the energy audit did identify a viable project but this could not be implemented within a pre-determined period because of financing difficulties which could not be overcome with the assistance of the implementing agency and/ or the ESCO/ energy auditor.  The pre-determined period will be explicitly defined in the programme design phase under Activity 2.1.2, but is likely to be a period of two full budgeting cycles (i.e. a maximum of 2 years).

124. If the energy audit did identify a viable project(s), and the project is financed within a pre-determined period after the completion of the audit and/or feasibility study, then 80% of the support given for energy audit and/ or feasibility study would be repaid at the time of the loan closure, or availability of finance if funded from municipal budget sources. Conditions for repayment, including the definition of grace period (if any) and repayment period will be fully defined during the programme design phase under Activity 2.1.2 (below).

Activity 2.1.2 Programme design/ design of selection procedures for the fund

125. Based on the results of the previous activity, the Financial Component Manager will (assisted by short term national experts) design the contingent support mechanism for energy audits and feasibility studies.  The following elements will be addressed in the design:

· Finalisation of the degree of support necessary (for both audits and feasibility studies)

· Implementation mechanism – channel to be used for the support (either public sector and/ or municipal utilities, and/ or energy service or energy auditing companies. 

· How to ensure duplication is avoided with support available to private sector developers under the HEECP.

· Linkage to the development of energy audit certification programme for auditors and energy service companies.

· Management of the implementation (options to be considered include the Energy Centre, or a financial institution).

· Application and procedures. The application and selection procedures should be designed to minimise bureaucracy and maximise transparency. Care will be taken to avoid duplication with the procedures in place (approval committees) with existing financial mechanisms.

The output of this activity will be a report setting out the recommended design and the detailed implementation plan of the mechanism. This task will be supported by the short term national expert input foreseen to assist in the implementation of the Objective 2 outputs and activities. This report will be presented to the Steering Committee, and the recommended mechanism must be approved by the Steering Committee and the UNDP RBEC Regional Support Centre Bratislava before it is finalised.

An indicative overview of the operation of the audits/ feasibility study fund is given overleaf in Figure 2
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Figure 2. Indicative schematic of the operation of the energy audit/ feasibility study fund

Activity 2.1.3 Energy Audit/ Feasibility Study Fund implementation

126. Under this activity the Implementing Agency (Energy Centre) will implement the financial mechanism, and will maintain a separate fund for the support allocated for energy audits and feasibility studies. The management of this fund is the direct responsibility of the financial component manager. The information and outreach officer will be responsible for ensuring the dissemination of the financing mechanism to the widest possible audience. The financial component manager will report every 6 months  to the Steering Committee and to the UNDP RBEC Regional Support Centre Bratislava on the status of the fund, including as necessary independently audited financial statements.

127. At the termination of the GEF project, the funds will remain with the Implementing Agency as long as it continues to disburse funds as intended by the project and consistent with the business plan for the Energy Centre (see activity 1.6.1), with the agreement of the UNDP RBEC Regional Support Centre Bratislava and the Steering Committee . If a suitable arrangement for continued operation of the fund cannot be established, the remaining funds will be returned to the GEF. Upon project completion, up to 10% (established upper limit) of the fund will be allocated for fund management fees.

Output 2.2 Establishment of a national standard for energy audits and programme of certification of energy auditors

Activity 2.2.1 Resource mobilisation for development and design of certification and training scheme for energy audits and feasibility studies

128. The financial component manager, together with the training manager, will finalise the Terms of Reference for the recruitment of consultants to who will have the tasks to assist in the survey in international best practice relating to energy audit and feasibility study certification and training, and to assist in the development of the scheme for Hungary.  Following the required procedures, the consultants will be selected and contracted.

Activity 2.2.2 Survey of existing situation

129. A previous EU Phare funded project implemented in Hungary (in the context of the implementation of the Phare funded energy efficiency revolving fund) examined the potential for the development of a national standard for energy audits and feasibility study, with associated certification of energy auditors.  The results of this study should be examined, and the study should, if necessary, be updated.  The objective should be to have a full understanding of:

· Present standards for energy auditing/ feasibility studies (if any)

· Legal and administrative difficulties for the introduction of a national standards

The implementing agency should also examine international best practice in terms of the operation of energy audit certification schemes.  The experience of other European countries (e.g. Finland) in developing and operating such a scheme could be examined and lessons drawn for application in Hungary. The implementation of this task will be assisted by the sub-contract foreseen for this output.

Activity 2.2.3 Design of certification and training scheme

130. Based on the output of the previous activity, the implementing authority will design an energy certification scheme for application in Hungary.  This design should take careful account of the following factors:

· Cost of operation of the scheme and source of funding

· Legal and administrative measures for implementation

· Training requirements of energy auditors (to be coordinated with Activity 3.3.1 and 3.3.3)

· Timetable and actions required for implementation

The implementation of this task will be assisted by the sub-contract foreseen for this output.

Activity 2.2.4 Implementation

131. Based on the design and implementation plan produced under the previous activity, the Energy Centre, together with other actors (including Ministry of Economic Affairs) will undertake the implementation of the certification scheme. The implementation of this task will be assisted by the national short term expert input foreseen for Objective 2 outputs and activities.

Output 2.3 Establishment of a ‘one-stop shop’ common database for applications for financing of energy efficiency projects

132. Both a significant motivating factor behind the amalgamation of the Energy Centre, Energy Information Agency, and the tasks of the energy conservation department of the Hungarian Energy Office, and a result of this amalgamation has been to bring together the management (in terms of application and technical approval) of the several existing funds for energy efficiency in Hungary.  The overall output of these activities will be to establish a single point of contact for applications for financing of energy efficiency projects, and to establish a common database of applications and funded projects. This would bring significant benefits to assist the financing of energy efficiency projects in Hungary.

Activity 2.3.1 Resource mobilisation for the database related activities

133. Terms of Reference for the recruitment of a database consultant, who will have the task to prepare the technical specifications to allow procurement of the database software will be drafted and agreed, and a consultant recruited. 

Activity 2.3.2 Specification of database/ procurement

134. Based on a needs analysis, the consultant (recruited under the previous task) will prepare the specification of the database, working in close consultation with the Financing Component Manager and the Database Manager. The specification will be written in terms of the functionality required, and will take into account future growth in the number of funds which could be under the management of the Energy Centre, and the needs of the users (Energy Centre, Ministry of Economic Affairs, financial institutions, and energy users) for information from the database.  Care will be taken to liase with the HEECP in order for full inclusion of all funding sources for energy efficiency projects. This activity should produce a specification for the database that is suitable for procurement to proceed. Based on the specification, the implementing agency will undertake the procurement of the database in line with Hungarian public procurement rules, and observing also UNDP procedures.

Activity 2.3.3 Commissioning, operation, and information dissemination

135. The database will be commissioned, and brought into operation. Training in the operation of the database will be delivered.  The output of this activity will be a fully functioning common database for energy efficiency funding sources which will allow the operation of a single ‘one stop shop’ for financing applications within the control of the Implementing Authority.  The benefits in terms of reduced overlap and coordination should be disseminated to potential borrowers, particularly in the municipality sector. This will require coordination with activities 1.3.4 and 1.3.5. 

Objective 3 Improve the knowledge base of municipal decision makers and municipal energy users concerning energy management and energy efficiency technologies.

Output 3.1 Improved knowledge base for the Energy Centre and local energy efficiency advice centres/ local networks

Activity 3.1.1 Training needs analysis

136. The Training Manager will undertaken a training needs analysis of the management and staff of the Energy Centre, based on the correlation between the responsibilities and tasks required for the different staff positions, and the identified skills and expertise of the staff. This analysis should include all Energy Centre staff members, including the project staff recruited under activity 1.1.1. The identification of the training needs of the Energy Centre staff (including, but not limited to the recruited project personnel) and then the implementation of this training should be a priority activity in order to realise this objective, and the success of the other sub-tasks. This activity will be supported by short term international and national experts.

Activity 3.1.2 Development of training 

137. On the basis of this training needs analysis, and after discussions with the management of the Energy Centre, the training manager should propose a training programme which meets these identified needs. This plan should be prioritised based on the short, medium and longer term training needs of the project staff and Energy Centre staff. The short term needs should concentrate on the effective start up and operation of the project activities.

Activity 3.1.3 Implementation of training programmes

138. Based on the plan set out above, and with input as required from international expert(s) the training programme will be implemented. The implementation of the plan will be documented, and the results evaluated by the monitoring and evaluation activity. Based on the feedback from this activity, further training courses or activities (study tours, twinning) should be identified. Training is a process and not an event, and over the five year life of the programme several iterations of training will be required for the staff of the Energy Centre.

Output 3.2 Improved knowledge base for decision makers in municipalities

139. A lack of awareness of the benefits of energy efficiency by municipal decision makers (mayors, deputy mayors, and others) has been identified as a barrier to improved municipal energy efficiency. The output of these activities should be an improved knowledge base for municipal decision makers which is a necessary pre-condition for the success of the other activities of the programme (audits, financing mechanism, and training for energy managers).

Activity 3.2.1 Study of past actions/ activities to improve awareness of municipal-decision makers.

140. Past actions to try to increase awareness of municipal decision-makers should be analysed, and their effectiveness evaluated. Actions which have been previously implemented (on a limited scale) in Hungary to try to achieve this aim have included targeting one part of a training course for municipal energy managers at the decision maker level.

Activity 3.2.2 Design of awareness raising programme

141. The objective of this activity is to design a programme to raise awareness among municipal decision makers on the benefits of energy efficiency; to encourage the appointment of energy managers; and to allow energy managers access to decision makers (in making proposals and in budgeting). This activity should be coordinated with Activity 1.3.4 and 1.3.5.

Activity 3.2.3 Implementation of awareness raising actions/ training

142. Based on the results of the previous task, the awareness raising actions/ training should be implemented.

Output 3.3 Increased capacity to identify, design, implement and manage energy efficiency projects at the local level.

Activity 3.3.1 Training needs analysis/ review of past experience

143. The training manager will lead the task of undertaking a training needs analysis of municipalities which would strengthen the ability of municipal energy managers (or others responsible for energy management) to identify, design, acquire financing, and implement energy efficiency projects. In addition to training needs analysis should consider the skills of energy managers to manage the energy consumption (including use of management techniques, e.g. benchmarking) of municipal buildings. 

144. Considerable experience has been gained in developing and implementing (on a limited scale) training for municipalities in Hungary through past international donor funding. Under the scope of this activity this experience of previous actions should be closely examined and lessons drawn concerning the present needs of municipalities regarding training.

Activity 3.3.2 Recruitment of sub-contractors
145. The development of training materials, and the implementation of training courses, will be sub-contracted to a specialist and experienced Hungarian sub-contractor.  Based on the training needs analysis in the previous task, the Terms of Reference will be prepared, and the sub-contractor will be recruited following Hungarian public procurement procedures as appropriate.

Activity 3.3.3 Development of training courses/ materials

146. Training materials, guidelines and manuals will be developed which are tailored to meet the needs of Hungarian municipal energy managers. These materials will incorporate previously produced curricula where (and if) useful and appropriate. 

Activity 3.3.4 Conducting pilot training courses and training the trainers

147. The training courses and materials produced will be tested through the delivery of a number of pilot training courses. Full attention to monitoring and evaluation will be given during the implementation of these training courses.

Activity 3.3.5 Feedback and refinement of training programme

148. The experience with these pilot courses will be carefully monitored and evaluated (in terms of the quality and quantity of material delivered, the quality of the trainers, and in terms of the level and position of the trainees) and the results of the evaluation fed back to the training sub-contractor and to the training manager. Modifications to the training materials, or other changes (different trainers, altering the length of the training) will be made if required.

Activity 3.3.6 Full implementation of training

149. Based on the results of the previous task, a programme of training courses will be delivered to municipal energy managers. The logistical arrangements, and the training itself (lecturers) will be provided through the sub-contract with the training sub-contractor. As with other activities, the monitoring and evaluation of this activity, and the use of feedback in an ongoing refinement process, will be an integral part of the training programme.

E. INPUTS

E1. UNDP inputs
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* Hungarian government input represents funding for the national energy efficiency programme


** In kind contribution to training






*** Hungarian government contribution is in-kind contribution to monitoring and targeting


Personnel Inputs

150. Over the term of the project nine project personnel will be funded, all of whom will be recruited locally. The project will be led by a Project Manager who will be responsible for overall project coordination, implementation, monitoring and evaluation, and dissemination. The staff will be based in the Energy Centre, who will provide the necessary office space for the project staff.

151. For Objective 1, the activities will be undertaken by four staff (in addition to the Project Manager).  Outreach activities and dissemination of activities and outputs will be the responsibility of the Project Information Officer. The establishment and operation of monitoring, evaluation and feedback mechanisms will be the responsibility of the Manager for Monitoring and Evaluation, assisted by two full time assistants. The activities under Objective 1 will be supported by 4.25 mm of International Expert short term assistance and by 3.7 mm of national expert short term assistance.

152. For Objective 2, the activities will be undertaken by the Financing Component Manager, a database manager, who will be responsible for the development and operation of the common database of applications for funding, and funded projects. Both will be assisted by a fund assistant (who will also provide assistance to the Project Manager, as required). The activities under this objective will be assisted by 3 MM of short term national expertise.

153. For Objective 3, the UNDP inputs will fund a full time Training Manager, and a Training Assistant.

Subcontract inputs

154. Four subcontracts are foreseen to be let under the project.  One subcontract will assist in the development and delivery of the training for municipalities. The second subcontract will be let for the design and assistance with the installation and commissioning of the database for the financial mechanism. The third subcontract will involve the development of the energy certification scheme. The fourth subcontract will be let for the organisation and implementation of the training programme for the strengthening of the Energy Centre (study tours, training courses etc).

Equipment inputs

155. Computers and other office equipment will be procured for the project personnel working at the Energy Centre.  Software will be procured for the database for financial mechanisms.  In addition funding will be provided for the audit and feasibility study financial mechanism, and to fund outreach and dissemination actions aimed at municipalities.

Miscellaneous inputs

156. Inputs are required for reporting and publication costs of monitoring and evaluation, and for sundries (communication costs).

E2. Government of Hungary Inputs


US $

Support for EE policy, awareness, and coordination
2,300,000

Support for EE project development and financing
500,000

Training (in-kind support)
200,000

Monitoring and evaluation (in-support)
50,000

Total
3,050,000

The Government of Hungary has committed to continued support for the National Energy Efficiency Programme at the present minimum level of funding which would amount to an expenditure of 10 billion HUF for the period 2000 – 2010 (1 billion HUF annually), as set out in Government Resolution No. 1107/1999 (X.8) ‘ on the strategy to increase energy saving and energy efficiency until 2010’. It should be noted that the resolution states that the financing for the programme will be increased significantly after the first two years of implementation. The text of this resolution (in unofficial translation) is annexed as Annex X. The principal aims of the Government Programme are, in summary, as follows:

· To reduce energy intensity by 3.5% per year each year up to 2010

· To achieve savings of 75 PJ/year by 2010 through energy savings and the development of renewable energy

· To reduce sulphur dioxide emissions by 50 kt/ year, and carbon dioxide emissions by 5 mt / year. 

The action plan which forms a part of the Government Resolution includes the following measures:

· Energy education and energy labelling. 

· Research and development for energy efficiency and renewable energy

· Energy audits and feasibility studies in industry. Soft loan will be given to energy auditors/ ESCOs for energy audits carried out in companies with an annual energy consumption of greater than 50 million HUF.

· Energy saving concepts and audits for municipalities.  The form of support is soft loan for elaboration of energy saving concepts at the local governments and audits in municipal buildings.

· Planning for least cost planning, and the application of demand side management programmes. Guidelines will be developed for least cost planning and the methodology for demand side management within the competitive power market.

· Energy saving in transport. Modest financial support is provided for technical and organisational measures which promote the wider use of public transport.

· Energy saving in industry. Soft loans are planned for the wider introduction of energy saving technologies in industry.

· Energy saving in agriculture.

· Energy saving in housing – grants will be provided for investments aimed at improving heat insulation of housing (facades, roofs, doors and windows).

· Modernisation of public lighting

· Expansion of renewable energy

· Renewal and improvement of energy efficiency in district heating – preferential credits are to be provided for schemes which increase cogeneration; primary side reconstruction and measurement; and grants for secondary side regulation and energy cost sharing device investments.

The National Energy Efficiency Programme is coordinated by the Interministerial Energy Efficiency Steering Committee.

Up to the end of 2000 (the first year of the programme’s implementation) is to be increased by 20 % to 1.2 billion HUF (as part of the Hungarian government’s response to rising oil and gas prices).  The following measures are supported with grants in 2000:

1. Improvement of energy efficiency in district heating.

2. Expansion of renewable energy sources

3. Energy saving measures in transport

4. Energy efficiency awareness raising
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Energy saving in housing

Soft loans are provided for the following measures:

1. Improvement of energy efficiency in district heating.

2. Energy saving concepts and audits for municipalities.

3. Energy audits and feasibility studies in industry

4. Energy efficiency investments in municipal institutions
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There are relevant financing schemes funded through the budgets of other Ministries:

· The Ministry of Environment accepts energy efficiency and renewable project proposals in the frame of its central environmental protection fund.

· Through the subsidy system to be established through the new development strategy of the Ministry of Agriculture and Regional Development support will be possible for renewable energy projects.

F. RISKS

157. This project assumes that the energy efficiency activities to be included in this project will remain a high priority as Hungary continues the EU accession process.  If this process is slowed or delayed in some way, these activities may be given a lower political priority.  This risk has been considered during project preparation and is considered to have little impact on the project. Delays or setbacks in the accession process are likely to only be temporary.  Nevertheless, the Steering Committee will monitor progress in the EU accession process and its impact on intensified support for the type of energy efficiency activities included in this project closely. If the EU accession process is accelerated, this is not likely to reduce the potential pool of projects to the point where an adverse impact on the project would be seen. Energy efficiency in Hungary is several times higher than in the present EU Member States, and with the strength of the barriers to improved energy efficiency (see Section B.1) the need to improve energy efficiency towards the levels achieved in the EU Member States will remain a priority for the lifetime of this project and beyond. 

158. There are several other risks, but they have been mitigated, to the extent possible, during project design.  The first risk is that audits supported under the project might not result in bankable projects.  Extensive discussions with stakeholders and financiers indicate that municipalities have many incentives to pursue projects once they are identified.  The cost-sharing component of the audits and feasibility studies will increase the “buy-in” or ownership of the municipality in the proposed projects, increasing their commitment to follow through with identified projects.  In addition, the risk that the fund for energy audits and feasibility studies developed through the project would not be sustained beyond the project is minor since the need for the fund will remain strong, and because the implementation mechanisms to be established will be designed to ensure continued operation of the fund.

159. Management risks are present, but are mitigated by the experienced staff found in the Energy Centre. Additionally these risks are mitigated by the training on resource mobilisation, and project preparation/ project management which are included as explicit activities to support the start-up and effective management and implementation of the project.

160. The sustainability of the project, and of the project staff who be integrated into the management and organisation structure of the Energy Centre after the end of the project is a risk. This risk will be mitigated through the actions of the project to ensure sustainability. In particular the development of a business plan for the Energy Centre for the 3 years after the end of the project, and the need to identify and procure funding both for the continuation of the project staff and the continuation of the project activities will be explicit project activities. The Steering Committee will closely monitor the sustainability of the project, and will make recommendations to the Executing Agency in relation to ensuring the sustainability of the project after UNDP/ GEF funding ends. 

G. PRIOR OBLIGATIONS AND PRE-REQUISITES

G1. Prior Obligations

161. Hungary ratified the UN Framework Convention on Climate Change on 24 February 1994. As a Party to the Convention, the government of Hungary has committed to formulate, implement, publish, and regularly update national and, where appropriate, regional programmes containing measures to mitigate climate change by addressing anthropogenic emissions by sources and removals by sinks of all greenhouse gases not controlled by the Montreal Protocol. Energy efficiency has been identified as a priority measure for reducing Hungary's greenhouse gas emissions.

G2. Prerequisites 

162. The Government of Hungary will allocate the necessary funds to support the project as set out in section E (Inputs). In addition the Government of Hungary will ensure that the project execution and implementation arrangements, as stipulated under Section B.4 will be in place at the outset of project operations. This will include the establishment of the Project Steering Committee, to provide advice for, and oversee the overall implementation of the project, and the appointment of a National Project Director. 

163. The Project Document will be signed by the Executing Agency and the UNDP. Assistance for the project will be provided only if the prerequisites stipulated above have been fulfilled, or are likely to be fulfilled. When anticipated fulfilment of one or more prerequisites is not met, UNDP may, at its discretion, either suspend or terminate its assistance.

H. PROJECT REVIEW, REPORTING, AND EVALUATION

164. The Project Steering Committee will be responsible for monitoring and supervising the project implementation as a whole.  In order for the Steering Committee to do this, the project manager will prepare regular quarterly progress reports on the overall progress of the project according to the activities set out under Output 1.5 (definition and operation of monitoring, evaluation, and feedback mechanisms), and on the progress of the individual sub-tasks. The Steering Committee will approve the first work plan for the project, and will also approve subsequent quarterly and annual work plans for operational purposes, which will be attached to financial reports.

165. Consultants who are recruited under the framework of the project will report to the project manager, as specified in their Terms of Reference.

166. Establishing a monitoring and feedback mechanism for the components of the project will be the task of the Monitoring and Evaluation Manager, with the assistance of the 2 junior staff dedicated to monitoring and evaluation. It should be stressed that (within the context of institutional strengthening) this monitoring and evaluation effort will cover all of the programmes implemented by the Energy Centre (i.e. the whole of the national energy efficiency programme) and not just the activities directly implemented under this project. The monitoring and feedback systems which are developed will be based on best international practice. In particular the monitoring and feedback system will be quantitative and not only qualitative; will focus on outputs and not only process; and will give adequate attention to the real results and outputs of the (historically difficult to evaluate) ‘soft’ components of the project as outreach, awareness, and training. Indicators identified in the PPM will provide the parameters to measure the degree of achievement of the expected results. This detailed monitoring, evaluation, and feedback system will be developed in parallel with the start up of the project, and as the monitoring and evaluation team are recruited and start work.  Updated information about the intermediate and final results of the project, as well as its overall progress, will be disseminated to relevant stakeholders through a number of channels, including a project homepage to be established on the internet.

167. The project will be subject to tripartite review (joint review by representatives of the Government, executing agency, and UNDP) at least once every 12 months, the first such meeting to be held within the first 12 months of the start of the full implementation.  The project manager shall prepare and submit to each tripartite review meeting an Annual Programme/Project Report (APR). Additional performance reports may be requested, as necessary, during the project.

168. A Project Terminal Report will be prepared for consideration at the terminal tripartite review meeting. It shall be prepared in draft sufficiently in advance to allow review and technical clearance by the executing agency at least four months prior to the terminal tripartite review.

169. The Government will provide UNDP with certified annual financial statements relating to the status of the UNDP/ GEF funds, including an independent audit of these financial statements, according to the procedures set out in the NEX Procedures for National Execution. The audit will be conducted by the legally recognised auditor of the Government, or by a commercial auditor engaged by the Government.

170. The Energy Centre through the financial component manager will report every 6 months to the Steering Committee and to the UNDP RBEC Regional Support Centre Bratislava on the status of the fund, including as necessary independently audited financial statements.

171. An external, independent evaluation of the project will be conducted in year two and at the close of the project. These evaluations will provide an exhaustive audit of project performance for submission to UNDP, with mid term evaluation making recommendations as necessary for rescoping activities. UNDP will report on project performance to the GEF at the annual PIR.

I. 
LEGAL CONTEXT

172. This project document shall be the instrument envisaged in the Supplemental Provisions to the Project Document, attached hereto. The host country implementing agency shall, for the purpose of the Supplemental Provisions to the Project Document, refer to the government co-operating agency described in the Supplemental Provisions. The following types of revisions may be made to this project document with the signature of the UNDP Resident Representative only, provided that he or she is assured that the other signatories of the project document have no objections to the proposed changes:

a. Revisions in, or addition of any of the annexes of the project document (with the exceptions of the Standard Legal Text for non-SBAA countries which may not be altered and the agreement to which is a precondition for UNDP assistance);

b. 
Revisions which do not involve significant changes in the immediate objectives, outputs, or activities of a project, but are caused by rearrangement of inputs agreed to or by cost increases due to inflation; and

c. 
Mandatory annual revisions which rephase the delivery of agreed project inputs or increased expert of other costs due to inflation, or take account agency expenditure flexibility.

J. 
BUDGET

Budget is attached as Annex I
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ANNEX I Budget

INPUTS
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UNDP/ GEF

UNDP/TRAC

TOTAL

TOTAL

BUDGET

Funding

Funding

UNDP inputs

HUNG. GOV

PROJECT PERSONNEL

Support for EE policy, awareness, and coordination

$2,300,000

Intl. Expert

$90,000

$30,000

$120,000

Nat. Expert

$26,620

$9,680

$36,300

Project Manager

$142,522

$6,000

$148,522

Assistant

$103,892

$4,500

$108,392

Information/Outreach Officer

$138,522

$6,000

$144,522

M&E Manager

$142,522

$6,000

$148,522

M&E Junior Staff

$105,392

$4,500

$109,892

M&E Junior Staff

$103,892

$4,500

$108,392

Support for EE project development and financing

$500,000

Nat. Expert

$29,040

$14,520

$43,560

Financial Component Manager

$140,522

$6,000

$146,522

Database Manager

$138,522

$6,000

$144,522

Fund assistant

$105,392

$4,500

$109,892

Training

$200,000

Training manager

$138,522

$6,000

$144,522

Assistant

$105,392

$4,500

$109,892

OFFICIAL TRAVEL

Project travel

$45,000

$5,000

$50,000

MISSION COSTS

Mission Costs

$43,000

$7,500

$50,500

Consultant for audit certification and training

$58,000

$58,000

Component total

$1,656,753

$125,200

$1,781,953

TRAINING

Devel. & 

delivery of training for municipalities

$400,000

$400,000

Devel. & 

delivery of training for energy cert.scheme

$110,000

$110,000

Training for Energy Centre personnel

$71,000

$7,500

$78,500

Component total

$581,000

$7,500

$588,500

EQUIPMENT AND FINANCING COMPONENT

Expendable  Equipment

$2,747

$150

$2,897

Non-Expendable Equipment

$10,000

$50,000

$60,000

Maintenance for office 

equip.

$12,000

$12,000

Database (consultant and hardware)

$50,000

$50,000

Software for Financial Database

$35,000

$35,000

Outreach to municipalities

$176,000

$50,000

$226,000

Component total

$200,747

$185,150

$385,897

MISCELLANEOUS

Reporting and publication costs (monitoring and

evaluation)

$179,000

$10,000

$189,000

$50,000

Sundries (communications and postage)

$47,500

$2,150

$49,650

Component total

$226,500

$12,150

$238,650

AUDIT AND FEASIBILITY STUDY FUND

Audit and Feasibility Fund

$1,535,000

$1,535,000

Audit and Feasibility Fund

TOTAL

$4,200,000

$330,000

$4,530,000

$3,050,000


ANNEX II  Indicative work plan for the project
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Task Name

Duration

1

Obj. 1 Improve policy, awareness, and coordination

1350 days

2

1.1 Institutional strengthening of EnCen

80 days

3

1.1.1 Recruitement of personnel

12 wks

4

1.1.2 Procurement of equipment

12 wks

5

1.1.3 Training needs assessment for project staff

4 wks

6

1.2 Improved coordination of energy efficiency policy

170 days

7

1.2.1 Survey of existing programmes

8 wks

8

1.2.2 Development of recommendations

6 wks

9

1.2.3 Implementation of recommendations

20 wks

10

1.3 Strengthened outreach to municipalities

1290 days

11

1.3.1 Survey of information needs

8 wks

12

1.3.2 Survey of local advice centres/ networks

4 wks

13

1.3.3 Development of programme of strengthening

6 wks

14

1.3.4 Development of information materials

26 wks

15

1.3.5 Dissemination of information materials

16 wks

16

1.3.4 Follow up info development

156 wks

17

1.3.5 Follow on dissemination

180 wks

18

1.4 Increase in number of energy managers

270 days

19

1.4.1 Survey of present situation

8 wks

20

1.4.2 Development of strategy for improvement

8 wks

21

1.4.3 Implementation

26 wks

22

1.5 Monitoring, Evaluation, and Feedback mechanism

1230 days

23

1.5.1 Inventory of present mechanisms

4 wks

24

1.5.2 Development of new systems

16 wks

25

1.5.3 Introduction and operation of new systems

16 wks

26

1.5.4 Analysis of results and dissemination of feedback

12 wks

27

1.5.5 Operation of revised monitoring, eval and feedback

206 wks

28

1.6 Development of business plan for En Centre

100 days

29

1.6.1 Development of strategy/ plan

40 days

30

1.6.2 Consultation on plan

40 days

31

1.6.3 Plan and strategy finalisation

20 days
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Task Name

Duration

32

Obj. 2. Financing en. eff. projects in municipalities

1314 days

33

2.1 Increase in number of audits & feasibility studies

1270 days

34

2.1.1 Needs analysis

6 wks

35

2.1.2 Programme design

20 wks

36

2.1.3 Programme implementation

221 wks

37

2.2 National standard for audits/ certification scheme

355 days

38

2.2.1 Recuitment of consultants

12 wks

39

2.2.2 Survey of existing standards

5 wks

40

2.2.3 Design of standard/ certification scheme

16 wks

41

2.2.4 Implementation of scheme

38 wks

42

2.3 Establishment of common database of financing appl.

1275 days

43

2.3.1 Recruitment of database consultant

12 wks

44

2.3.2 Specification of database

10 wks

45

2.3.3 Procurement of database

12 wks

46

2.3.4 Commissioning, operation, and info dissemination

221 wks
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ANNEX III  INCREMENTAL COSTS

Broad Development Goal

The broad development goal of this project is to help Hungary improve the energy efficiency of its public sector, which will bring about several economical and environmental benefits. 

Baseline

In the absence of GEF support to overcome the identified barriers to improved energy efficiency in public sector, energy efficiency will improve slowly and several economically interesting opportunities will remain unrealized. Current investments in energy efficiency happen at a rate of less than US$ 20 million annually.  The estimated potential for cost-effective energy efficiency investments is between US$ 1.4 and 2.1 million. In the public sector, the potential for short- and medium-term investments (payback time less than 10 years) is estimated at US$ 156 million annually. In the absence of the proposed project it is estimated that the government funding for energy efficiency (US$ 1.5 – 2.5 million) leverages 25% additional resources, as has been the case with its ESCP programme. The energy efficiency investments would then be between US$ 1.875 and 3.125 million in the baseline case and the resulting reduction of carbon emissions can be estimated at 47,000 – 156,000 tC over a 20-year period (see investment costs for carbon abatement in Figure 1).

Global Environmental Objective

The global environmental objective of the project is to facilitate the reduction of carbon emissions from energy use in Hungarian public sector. The project is consistent with the Operational Programme #5, “Removing Barriers to Improved Energy Efficiency and Conservation”. The project seeks to eliminate the identified institutional, financial, and capacity and awareness -related barriers to improved energy efficiency in the public sector, thereby reducing greenhouse gas emissions. 

GEF Alternative Scenario

In the GEF alternative, new mechanisms for energy efficiency co-ordination, information, training and finance will be implemented. The project expects to start 60-90 energy efficiency projects in the public sector using the approach as explained in Section 3.2 of the Project Brief. These projects are estimated to reduce carbon emissions by 294,500-789,000 tC over the 20-year project lifetime. Apart from the direct impact of the project, it is expected that the removal of barriers in the public sector energy efficiency market will lead to project development and investment by ESCOs, other project developers, and providers of financial services for energy efficiency. This market expansion is estimated to bring about significant global benefits.

System Boundary

The project addresses the market for energy efficiency within the public sector in Hungary. This includes municipalities, street lighting, public buildings (schools, kindergartens, offices), hospitals and other public institutions. The types of EE investments are not technically limited (i.e., the project addresses both electricity and heating sub-sectors, including central heating, district heating, water heating and lighting). The estimated potential to reduce emissions in this sector is about 60,000 tC annually for projects with payback times shorter than 5 years and 124,000 tC if projects with medium payback times (5 – 10 years) are included.

Figure 1 shows the investment needed to reduce carbon emissions by 1 tC in 20 years time as a function of the simple payback time of the investments. The figure has been elaborated using information in the Hungarian Climate Change Action Plan.  In the Plan, 10 different investment categories with payback times less than 10 years were identified and the corresponding investment potential, energy savings and payback times were calculated. Based on this exercise, it is assumed in this proposal that generally the unit abatement investment needed to reduce the carbon emissions by 1 tC over 20 years is between US$ 20 – 40 (this corresponds roughly to investments with payback time between 1.5 and 4 years). These results were also compared to actual savings from the German Coal Aid Program and Energy Saving Credit Program projects, and their results are generally similar.
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Figure 1. Investment necessary to reduce carbon emissions by 1 tonne over 20 years as a function of the payback time of the investment.

If the proposed project succeeds in leveraging between US$ 9 and 13 million for public sector energy investments, it would directly abate anywhere from 294,500 to 789,000 tC over 20 years. This increased investment and additional reduction, viewed against the baseline case, means that an additional reduction of 247,625–632,750 tC will be made possible through the efforts of this project. GEF is requested to provide US$ 4.2 million as support for the incremental costs associated with barrier removal being undertaken through the project.  This direct support implies cost-effectiveness of between 6.6 and 17.0 US$/tC. If the project activities could be replicated in such a way that 50% of the short- and medium-term investment potential in public sector could be implemented, the emission reduction over 20 years would be 1.24 million tC and the cost-effectiveness 3.3 US$/tC.

Domestic Benefits

Improving energy efficiency brings about several domestic benefits most important being positive economic returns and reduced environmental pollution (particularly NOx and SOx). In the incremental cost analysis below, the return to the investments being stimulated by the project is assumed to be at least equal to the costs of the investments.  In this way, the value of the resulting benefits is estimated to be significant and positive, while imposing no additional incremental costs on the activities.  

Table A-1  Incremental Cost Matrix (Costs in US$ millions)

Component
Benefits/Costs
Baseline
Alternative
Increment

Support for EE Project Development and Financing
Global Environmental Benefits
No systematic development to improve energy efficiency in public sector
A systematic programme to work with municipalities to identify and support the use of innovative financing for energy efficiency
A systematic programme to work with municipalities to identify and support the use of innovative financing for energy efficiency


Domestic Benefits
UNDP-funded general study on EE opportunities in public sector

Benefits at least equal to a low level of energy-efficiency related investments being made:

Gov’t:  $0.5m

Banks:  $0.375-0.625
UNDP-funded general study on EE opportunities in public sector

Benefits at least equal to investments facilitated through project:

Gov’t:  $2.5m 

Banks:  $10.9 to 16.9 m
Additional benefits in air quality and additional returns to additional energy efficiency investments

Gov’t:  $2.0m 

Banks:  $10.5 to 16.3 m


Costs
UNDP Contribution        180,000


UNDP + GEF Cont.       2,280,000


  GEF Contribution        2,100,000









Training of Energy Efficiency Agency personnel, potential clients, and EE service providers
Global Environmental Benefits
Extremely scarce human resources to deal with EE among government institutions, public sector clients and EE service providers
Efficient training programme to remove training-related barriers for energy efficiency at the municipal level ($400,000).

Training for providers of EE services ($200,000)

More extensive training for Energy Efficiency Agency personnel ($300,000)
Efficient training programme to remove training-related barriers for energy efficiency at different levels


Domestic Benefits
Limited training for the Energy Efficiency Agency personnel
Limited training for the Energy Efficiency Agency personnel
None


Costs
200,000
1,100,000
900,000

Support for EE Policy, Awareness, and Coordination
Global Benefits
Limited capacity to formulate EE policies and to co-ordinate EE issues; acute need for outreach to municipalities is not addressed
Federal government develops the capacity to work closely with municipalities on energy efficiency issues  through a stronger agency ($300,000), an integrated information system ($200,000), and a targeted outreach program to municipalities in key areas ($500,000).
Improved policy-making and co-operation capacity; barriers related to the EE policy and co-ordination removed


Domestic Benefits
Limited capacity to formulate EE policies and to co-ordinate EE issues; acute need for outreach to municipalities is not addressed ($2,300,000)

UNDP-funded study of institutional capacity for energy efficiency in the municipal sector ($170,000)
UNDP-funded study of institutional capacity for energy efficiency in the municipal sector 
None


Costs
2,470,000
3,470,000
1,000,000

Monitoring and Evaluation
Global Benefits
None
Project is properly monitored and evaluated and thus can reach its objectives
Project is properly monitored and evaluated and thus can reach its objectives


Domestic Benefits
Monitoring of the baseline –related activities
Monitoring of the baseline-related activities
None


Costs
50,000
300,000
250,000

TOTAL
Global Benefits
Existing barriers make energy efficiency investments happen slowly;

Limited abatement of carbon emissions in 20 years:

46,875 – 156,250 tC
Barriers to energy efficiency in public sector removed; 

Direct abatement of carbon emissions in 20 years:

294,500-789,500 tC

Indirect impact on public sector C emissions potentially up to 124,000 tC annually (2.5 MtC in 20 yrs)
Barriers to energy efficiency in public sector removed;

Direct decrease in carbon emissions in 20 years:

247,625-632,750 tC

Indirect impact on public sector C emissions potentially up to 124,000 tC annually (2.5 MtC in 20 years)


Domestic Benefits
Limited improvement of energy efficiency with modest economic and environmental benefits.


Substantial improvement of energy efficiency with significant economic and environmental benefits.
Significant additional improvement of local air quality and significant positive return to leveraged investments.


Costs
4,275,000 – 5,525,000

less domestic benefits

2,400,000
20,000,000 – 25,000,000

less domestic benefits

6,600,000
4,200,000

ANNEX IV Project Planning Matrix
Project Planning Matrix

Project Strategy
Objectively Verifiable Indicators
Means of Verification
Assumptions

Development Goal: To improve public sector energy efficiency in Hungary
a) Public sector energy consumption/public expenditure (TJ/US$)

b) GHG emissions from energy use in public sector
Official Statistics

National Communications to UNFCCC
Consistency with the official government policy, including the EU accession policy

Project Purpose: Create sustainable markets for energy efficiency services in public sector
Number of energy efficiency projects conducted within the public sector
Field surveys, official statistics
Existence of significant potential for EE improvements in the public sector

Output 1: National Energy Efficiency Agency (EEA)
a) EEA established

b) Continuation of the operations of EEA after completion of  GEF support
Official publications

Project Status Reports

Reports on the EEA’s  revenue-generating activities 

Ex-post Evaluation Report
Receipt of continued support for EEA as it has been established by government decree

Output 2: Strengthened outreach to municipalities through a specific initiative
a) Outreach  program designed and implemented

b) Number of municipalities with a designated focal point for EE issues
Project Status Reports

Government statistics
Support for municipalities as a priority activity area for the Hungarian government

Output 3: Energy Efficiency Audit Cost-Sharing Program
a ) Number of audits undertaken

b) Number of subsequent projects financed

c) Actual savings/emission reductions achieved 
Project status reports

Energy savings and GHG monitoring reports
Allocation of resources by municipal clients

Interest on the part of ESCOs and financial institutions

Output 4: Contingent loans for feasibility studies
a) Number of feasibility studies undertaken

b) Number of subsequent projects financed

c) Actual savings/emission reductions achieved
Project status reports

Energy savings and GHG monitoring reports
Allocation of resources by municipal clients

Interest on the part of ESCOs and financial institutions

Output 5: Training courses/events
Number of institutions/individuals participated in training with positive feedback
Project status reports, questionnaires for participants
To be developed through the monitoring and evaluation activities of the project.

ANNEX V 

Schedule of Project Reviews, Reporting, and Evaluation

The project will be reviewed and evaluated on an annual basis through the UNDP’s standard Annual Programme/Project Report (APR). The projected dates for review are as follows:

Description
Date

Project Starting Date
January 2001

Inception report
February 2001

1st external evaluation mission and Annual Programme/Project Report (APR)
September 2001

1st tripartite review meeting
October 2001

2nd external evaluation mission and APR
September 2002

2nd  tripartite review meeting
October 2002

3rd external evaluation mission and APR
September 2003

3rd tripartite review meeting
October 2003

4th external evaluation mission and APR
September 2004

4th tripartite review meeting
October 2004

Final external project evaluation mission and Project Terminal Report
September 2005

Terminal tripartite review meeting
October 2005

ANNEX VI 

STANDARD LEGAL TEXT FOR NON-SBAA COUNTRIES
Standard Text: Supplemental Provisions to the Project Document:

The Legal Context
General responsibilities of the Government. UNDP and the executing agency

1. 
All phases and aspects of UNDP assistance to this project shall be governed by and carried out in accordance with the relevant and applicable resolutions and decisions of the competent United Nations organs and in accordance with UNDP's policies and procedures for such projects, and subject to the requirements of the UNDP Monitoring, Evaluation and Reporting System.

2. 
The Government shall remain responsible for this UNDP‑assisted development project and the realization of its objectives as described in this Project Document.

3. 
Assistance under this Project Document being provided for the benefit of the Government and the people of (the particular country or territory), the Government shall bear all risks of operations in respect of this project.

4. 
The Government shall provide to the project the national counterpart personnel, training facilities, land, buildings, equipment and other required services and facilities. It shall designate the Government Co‑operating Agency named in the cover page of this document (hereinafter referred to as the "Co‑operating Agency"), which shall be directly responsible for the implementation of the Government contribution to the project.

5. 
The UNDP undertakes to complement and supplement the Government participation and will provide through the Executing Agency the required expert services, training, equipment and other services within the funds available to the project.
6. 
Upon commencement of the project the Executing Agency shall assume primary responsibility for project execution and shall have the status of an independent contractor for this purpose. However, that primary responsibility shall be exercised in consultation with UNDP and in agreement with the Co‑operating Agency. Arrangements to this effect shall be stipulated in the Project Document as well as for the transfer of this responsibility to the Government or to an entity designated by the Government during the execution of the project.

7. 
Part of the Government's participation may take the form of a cash contribution to UNDP. In such cases, the Executing Agency will provide the related services and facilities and will account annually to the UNDP and to the Government for the expenditure incurred.

(a) Participation of the Government

1. 
The Government shall provide to the project the services, equipment and facilities in the quantities and at the time specified in the Project Document. Budgetary provision, either in kind or in cash, for the Government's participation so specified shall be set forth in the Project Budgets.

2. 
The Co‑operating Agency shall, as appropriate and in consultation with the Executing Agency, assign a director for the project on a full‑time basis. He shall carry out such responsibilities in the project as are assigned to him by the Co‑operating Agency.

3. 
The estimated cost of items included in the Government contribution, as detailed in the Project Budget, shall be based on the best information available at the time of drafting the project proposal. It is understood that price fluctuations during the period of execution of the project may necessitate an adjustment of said contribution in monetary terms; the latter shall at all times be determined by the value of the services, equipment and facilities required for the proper execution of the project.

4. 
Within the given number of man‑months of personnel services described in the Project Document, minor adjustments of individual assignments of project personnel provided by the Government may be made by the Government in consultation with the Executing Agency, if this is found to be in the best interest of the project. UNDP shall be so informed in all instances where such minor adjustments involve financial implications.

5. 
The Government shall continue to pay the local salaries and appropriate allowances of national counterpart personnel during the period of their absence from the project while on UNDP fellowships.

6. 
The Government shall defray any customs duties and other charges related to the clearance of project equipment, its transportation, handling, storage and related expenses within the country. It shall be responsible for its installation and maintenance, insurance, and replacement, if necessary, after delivery to the project site.

7. 
The Government shall make available to the project ‑ subject to existing security provisions ‑ any published and unpublished reports, maps, records and other data which are considered necessary to the implementation of the project.

8. 
Patent rights, copyright rights and other similar rights to any discoveries or work resulting from UNDP assistance in respect of this project shall belong to the UNDP. Unless otherwise agreed by the Parties in each case, however, the Government shall have the right to use any such discoveries or work within the country free of royalty and any charge of similar nature.

9. 
The Government shall assist all project personnel in finding suitable housing accommodation at reasonable rents.

10. 
The services and facilities specified in the Project Document which are to be provided to the project by the Government by means of a contribution in cash shall be set forth in the Project Budget. Payment of this amount shall be made to the UNDP in accordance with the Schedule of Payments by the Government.

11. 
Payment of the above‑mentioned contribution to the UNDP on or before the dates specified in the Schedule of Payments by the Government is a prerequisite to commencement or continuation of project operations.

(b) Participation of the UNDP and the executing agency

1. 
The UNDP shall provide to the project through the Executing Agency the services, equipment and facilities described in the Project Document. Budgetary provision for the UNDP contribution as specified shall be set forth in the Project Budget.

2. 
The Executing Agency shall consult with the Government and UNDP on the candidature of the Project Manager  who, under the direction of the Executing Agency, will be responsible in the country for the Executing Agency's participation in the project. The Project Manager shall supervise the experts and other agency personnel assigned to the project, and the on‑the‑job training of national counterpart personnel. He shall be responsible for the management and efficient utilization of all UNDP‑financed inputs, including equipment provided to the project.

3. 
The Executing Agency, in consultation with the Government and UNDP, shall assign international staff and other personnel to the project as specified in the Project Document, select candidates for fellowships and determine standards for the training of national counterpart personnel.

4.  Fellowships shall be administered in accordance with the fellowships regulations of the Executing Agency.


5. 
The Executing Agency may, in agreement with the Government and UNDP, execute part or all of the project by subcontract. The selection of subcontractors shall be made, after consultation with the Government and UNDP, in accordance with the Executing Agency's procedures.

6. 
All material, equipment and supplies which are purchased from UNDP resources will be used exclusively for the execution of the project, and will remain the property of the UNDP in whose name it will be held by the Executing Agency. Equipment supplied by the UNDP shall be marked with the insignia of the UNDP and of the Executing Agency.

7. 
Arrangements may be made, if necessary, for a temporary transfer of custody of equipment to local authorities during the life of the project, without prejudice to the final transfer.

8. 
Prior to completion of UNDP assistance to the project, the Government, the UNDP and the Executing Agency shall consult as to the disposition of all project equipment provided by the UNDP. Title to such equipment shall normally be transferred to the Government, or to an entity nominated by the Government, when it is required for continued operation of the project or for activities following directly therefrom. The UNDP may, however, at its discretion, retain title to part or all of such equipment.

9. 
At an agreed time after the completion of UNDP assistance to the project, the Government and the UNDP, and if necessary the Executing Agency, shall review the activities continuing from or consequent upon the project with a view to evaluating its results.

10. 
UNDP may release information relating to any investment oriented project to potential investors, unless and until the Government has requested the UNDP in writing to restrict the release of information relating to such project.

Rights. Facilities. Privileges and Immunities

1. 
In accordance with the Agreement concluded by the United Nations (UNDP) and the Government concerning the provision of assistance by UNDP, the personnel of UNDP and other United Nations organizations associated with the project shall be accorded rights, facilities, privileges and immunities specified in said Agreement.

2. The Government shall grant UN volunteers, if such services are requested by the Government, the same rights, facilities, privileges and immunities as are granted to the personnel of UNDP.

3. The Executing Agency's contractors and their personnel (except nationals of the host country employed locally) shall:

(a) 
be immune from legal process in respect of all acts performed by them in their official capacity in the execution of the project;

(b)  be immune from national service obligations;

(c)  be immune together with their spouses and relatives dependent on them from immigration restrictions;

(d)  be accorded the privileges of bringing into the country reasonable amounts of foreign currency for the purposes of the project or for personal use of such personnel, and of withdrawing any such amounts brought into the country, or in accordance with the relevant foreign exchange regulations, such amounts as may be earned therein by such personnel in the execution of the project; and

(e)  be accorded together with their spouses and relatives dependent on them the same repatriation facilities in the event of international crisis as diplomatic envoys.

4. 
All personnel of the Executing Agency's contractors shall enjoy inviolability for all papers and documents relating to the project.

5. 
The Government shall either exempt from or bear the cost of any taxes, duties, fees or levies which it may impose on any firm or organization which may be retained by the Executing Agency and on the personnel of any such firm or organization, except for nationals of the host country employed locally, in respect of:

(a)  the salaries or wages earned by such personnel in the execution of the project;

(b)  any equipment, materials and supplies brought into the country for the purposes of the project or which, after having been brought into the country, may be subsequently withdrawn therefrom;

(c)  any substantial quantities of equipment, materials and supplies obtained locally for the execution of the project, such as, for example, petrol and spare parts for the operation and maintenance of equipment mentioned under (b), above, with the provision that the types and approximate quantities to be exempted and relevant procedures to be followed shall be agreed upon with the Government and, as appropriate, recorded in the Project Document; and

(d)  as in the case of concessions currently granted to UNDP and Executing Agency's personnel, any property brought, including one privately owned automobile per employee, by the firm or organization or its personnel for their personal use or consumption or which after having been brought into the country, may subsequently be withdrawn therefrom upon departure of such personnel.

6. 
The Government shall ensure:

(a)  prompt clearance of experts and other persons performing services in respect of this project; and

(b)  the prompt release from customs of:


(i) 
equipment, materials and supplies required in connection with this project; and

(ii) 
property belonging to and intended for the personal use or consumption of the personnel of the UNDP, its Executing Agencies, or other persons performing services on their behalf in respect of this project, except for locally recruited personnel.

7. 
The privileges and immunities referred to in the paragraphs above, to which such firm or organization and its personnel may be entitled, may be waived by the Executing Agency where, in its opinion or in the opinion of the UNDP, the immunity would impede the course of justice and can be waived without prejudice to the successful completion of the project or to the interest of the UNDP or the Executing Agency.

8. 
The Executing Agency shall provide the Government through the Regional Office with the list of personnel to whom the privileges and immunities enumerated above shall apply.

9. 
Nothing in this Project Document or Annex shall be construed to limit the rights, facilities, privileges or immunities conferred in any other instrument upon any person, natural or juridical, referred to hereunder.

Suspension or termination of assistance

1. 
The UNDP may by written notice to the Government and to the Executing Agency concerned suspend its assistance to any project if in the judgement of the UNDP any circumstance arises which interferes with or threatens to interfere with the successful completion of the project or the accomplishment of its purposes. The UNDP may, in the same or a subsequent written notice, indicate the conditions under which it is prepared to resume its assistance to the project. Any such suspension shall continue until such time as such conditions are accepted by the Government and as the UNDP shall give written notice to the Government and the Executing Agency that it is prepared to resume its assistance.

2. 
If any situation referred to in paragraph 1, above, shall continue for a period of fourteen days after notice thereof and of suspension shall have been given by the UNDP to the Government and the Executing Agency, then at any time thereafter during the continuance thereof, the UNDP may by written notice to the Government and the Executing Agency terminate the project.

3. 
The provisions of this paragraph shall be without prejudice to any other rights or remedies the UNDP may have in the circumstances, whether under general principles of law or otherwise.
ANNEX VII Equipment Requirements

Procurement of equipment under the project will strictly follow UNDP procurement procedures, according to the value of the purchased goods. GEF/ UNDP financed equipment will remain the property of the UNDP until formally transferred or disposed of. Disposal of equipment, including transfer, will be made on the decision of UNDP, after consultation with the parties concerned. The implementing agency will be responsible for ensuring that the equipment and supplies procured through GEF/ UNDP funds are used strictly for the purposes of the project. The implementing agency will see to the proper custody, maintenance and care of the equipment provided, and will provide UNDP, on request, with information regarding the use, storage, and maintenance of equipment purchased.

Expendable equipment (consumables) includes items of a value of less than US$ 400 with a serviceable life expectancy of less than 5 years.  The total value of expendable equipment has been estimated as US$ 3000.

Non-expendable equipment includes items of a value of US$ 400 or more, with a serviceable life expectancy of at least five years.  The executing/ implementing agency will maintain inventory records of all items of non-expendable equipment procured through the project.  

The value of non-expendable equipment anticipated to be bought through the project has a total value of $50,000. Two types of non-expendable equipment will be procured under this project:

· Office and training equipment, according to the needs of the project staff, and to support the institution building and dissemination activities included in the project.

· A project vehicle (passenger car) to be used only for purposes connected to the execution and implementation of the project (most especially this is required for visits to municipalities outside Budapest by the project staff/ staff of the Implementing Agency).

ANNEX VIII Draft Terms of Reference for the National Experts and Subcontracts

Job Description – National Project Director

1. Main Duties

1. Takes the lead for policy activity on the national level and translates the lessons learned to national policy recommendation. 

2. Provides synergy with other activities of the executing/implementing agency and of other local/national organizations in order to increase efficiency of the overall activities and to achieve the best possible results.

3. Provides liaison and co-ordination with international initiatives in the field of the project.

4. Provides for the inputs from the sources of parallel financing of activities related to this project. Co-ordinates the parallel financed activities and provides for incorporating the results of them into the outputs of the project.

5. Assumes responsibility for financial reporting to UNDP and the Steering Committee on quarterly basis, as far as for the custody and proper use of UNDP funds provided for the project’s implementation. 

6. Provides organization and implementation of bidding procedures for hiring staff members, subcontractors and equipment providers.

Job Description – Project Manager

Principal responsibilities

Under the responsibility of the National Project Director and the Managing Director/ Programme Director of the Energy Centre (see Figure 1 for details of implementation arrangements) the Project Manager has the following principal responsibilities:

1. To lead and coordinate the day to day management of the project and the project staff, including administration of the project according to UNDP procedures, accounting for the project, technical management of the project, and the timeliness of project implementation.

2. The project manager should lead the development of the detailed project design, in collaboration with the concerned managers and assisting experts,, including the preparation of the Terms of Reference of consultants and national experts recruited under the project, preparation of technical specifications for equipment purchased under the project; cost estimation; activity scheduling, and reporting on the forward planning of project activities and budget expenditures.

3. The project manager should assist in the selection of consultants and short term experts recruited under the project, in full accordance with relevant Hungarian and UNDP rules, regulations, and procedures.

4. The project manager will be responsible for ensuring his full awareness and familiarity with all financial and technical rules, regulations and procedures relevant for the project implementation (both UNDP and Hungarian).  The project manager will also be responsible for ensuring that the project staff (and other relevant Energy Centre staff) are aware and familiar with these rules, regulations and procedures, and with their application.

5. The project manager should coordinate, monitor, and supervise the activities of consultants and short term experts providing input to the project, including the supervision of the implementation of the activities undertaken by consultants and experts; logistics; the review of technical and monitoring (progress) reports; the achievement of the project outputs and objectives; and cost control.

6. The project manager should assist the training manager in the identification and selection of staff (both project staff and other Energy Centre staff) for local and/or overseas training.

7. The project manager should ensure liaison with the Steering Committee and the Advisory Board, and should ensure that the decisions and recommendations of the Steering Committee, and the opinions of the Advisory Board, are fully incorporated within the scope of the project implementation.

8. The project manager should ensure full liaison with the IFC GEF funded project secretariat.

9. The project manager should manage the interest earned from project funds, which should be allocated for the maintenance of office equipment, vehicles, and sundries.

Duration:  The appointment of the project manager will be for the full duration of the project.

Qualifications and experience:  

The project manager should possess:

· Masters degree in engineering or economics

· Minimum of 10 years of professional experience

· Experience with the design and implementation of energy efficiency programmes and projects

· Experience with energy efficiency in municipalities

· Extensive experience with project management and a demonstrated ability to manage complex technical assistance projects.

· Good interpersonal and training skills;

· PC skills

· English language knowledge

Reporting requirements:

The project manager should submit monthly reports to the National Project Director. These reports should indicate the progress achieved in the implementation of the project in this month, and highlight any problems encountered or foreseen, and the proposed solutions to these problems. Deviations from the foreseen timetable for implementation should also be reported.

The members of the Steering Committee may also be provided with copies of the monthly progress reports of the project manager for information (at the discretion of the National Project Director).

Job Description – Training Manager

Principal responsibilities

The Training Manager will report to the Project Manager, and to the Programme Director of the Energy Centre.  He/ she has the following principal responsibilities:

1. To be responsible for the ongoing and continuous identification of the training needs of the project staff and the staff of the Energy Centre. This is a key element in the human resource management and development of the Energy Centre.

2. For the development of training programmes (within the scope of the project budget and other funding sources which could be made available) which meet these identified needs, and for the selection of staff to participate in organised training events (whether national or overseas).

3. The training manager (together with the project manager) should ensure that all project staff are fully aware of the rules and procedures of the UNDP which are relevant to the implementation of the project, and that the project staff (and other staff of the Energy Centre) are familiar with the application of these rules and procedures.

4. The training manager should lead the development of the detailed project design of the outputs and activities aimed at improving the knowledge base of municipal decision makers and municipal energy managers, including the preparation of Terms of Reference for consultants and short term experts, activity scheduling, and reporting on the forward planning of project activities and budget expenditures.

5. The training manager will assist in the selection of consultants recruited under the project to assist in the development of training materials for municipal decision makers and energy managers, in full accordance with relevant procedures. 

6. The training manager should coordinate, monitor, and supervise the activities of consultants and short term experts providing input to the training activities of the project, including the supervision of the implementation of the activities undertaken by consultants and experts; logistics; the review of technical and monitoring (progress) reports; the achievement of the project outputs and objectives; and cost control.

7. Together with the monitoring and evaluation manager, the training manager will assist in the monitoring, evaluation, and analysis of the findings of the evaluation of all activities undertaken under the training objective of the project.  The training manager will be responsible for ensuring that the findings of this evaluation, in terms of feedback relating to changes in the training activity design and delivery, are fully implemented.

Duration: The training manager will be recruited for the duration of the project.

Qualifications
The training manager should possess:

· Masters Degree

· Minimum of 10 years professional experience

· Experience with the design and implementation of training actions

· Experience with energy efficiency programmes and activities (preferably in municipalities)

· Good interpersonal and training skills;

· PC skills

· English language knowledge

Job Description – Financial Component Manager

Principal Responsibilities

The Financial Component Manager will report to the Project Manager, and to the Programme Director of the Energy Centre.  He/ she has the following principal responsibilities:

1. To lead, and coordinate the management of the project activities under the objective for the identification, development, and financing of energy efficiency projects in Hungarian municipalities.

2. The financial component manager should lead the development of the detailed project design, in collaboration with the database manager and other staff, of the activities relating to the financing component. This will include the preparation of Terms of Reference for the consultants and national experts recruited under this component of the project.  

3. The financial component manager will be responsible for the cost estimation of activities, activity scheduling, and reporting on the forward planning of activities and budget expenditures under this component.

4. The financial component manager will assist in the development of Terms of Reference for, and then selection of consultants recruited under the project to assist in the development of an energy certification/ energy audit standards scheme.

5. The financial component manager should coordinate, monitor, and supervise the activities of consultants and short term experts providing input to the training activities of the project, including the supervision of the implementation of the activities undertaken by consultants and experts; logistics; the review of technical and monitoring (progress) reports; the achievement of the project outputs and objectives; and cost control.

6. The financial component manager is responsible for contributing (assisted by national experts) to the detailed design of the contingent support mechanism for energy audits and feasibility studies which is foreseen under the project including the generation of the report that sets out the recommended design and detailed implementation plan of the financial mechanism. The manager is also responsible for ensuring full consultation and liaison with the IFC GEF funded HEECP scheme, and with the financing schemes and sources already operating to support energy efficiency projects in the Hungarian municipal sector. The manager is also responsible for ensuring liaison with financial institutions (banks, leasing companies, and other financial institutions) which are currently operating existing financing lines for energy efficiency projects in Hungary.

7. The financial component manager is responsible for overseeing the establishment and efficient and effective operation of the single point of contract for applications for financing for energy efficiency projects in the municipal sector, of which the establishment and operation of the common database is an important element. This responsibility includes responsibility (together with the project information and outreach officer) for the design and delivery of information to disseminate awareness of the financial mechanism established.

8. For the implementation of the contingent support mechanism, including the financial and technical reporting.

9. Together with the monitoring and evaluation manager, the financial component manager will assist in the monitoring, evaluation, and analysis of the findings of the evaluation of all activities undertaken under the financial support objective of the project.  The manager will be responsible for ensuring that the findings of this evaluation, in terms of feedback for changes in the financial component activity design and delivery, are fully implemented.

Duration: The financial component manager will be recruited for the full duration of the project.

Qualifications

· Extensive knowledge of and working experience in the financial and banking sector of Hungary

· Extensive experience with project financing -familiarity with the financing modalities developed for energy efficiency technologies is considered a plus; 

· Extensive experience with project and corporate management and a demonstrated ability to manage projects of this kind and complexity;

· Good interpersonal and training skills;

· PC skills

· English language knowledge 

Job Description – Database Manager

Principal responsibilities:

The Database Manager will report to the Financial Component Manager. He/ she will have the following principal responsibilities:

1. To lead and coordinate the activities related to the establishment of a common database for applications for financing of energy efficiency projects, being responsible for the technical management of these activities, and the timeliness of their implementation.

2. The database manager should lead the development of the detailed design of this output, in collaboration with the financial component manager and assisting staff. This will include responsibility for the preparation of Terms of Reference for a consultant to assist in the design, commissioning, and operation of the database, the cost estimation for this activity, activity scheduling, and reporting on the forward planning of activities and budget expenditures related to this output.

3. The database manager should assist in the selection of the consultant for this task, in line with relevant procedures.

4. The database manager should coordinate, monitor, and supervise the activities of the consultant providing input to this element of the project, including the supervision of the proposals made by the consultant for the procurement of software.

5. The database manager is responsible for ensuring the procurement of the database software, in full accordance with UNDP and Hungarian regulations and procedures.  

6. The database manager will be responsible for overseeing the commissioning, data entry, and operation of the database, and for ensuring that the inputs of the consultant recruited to assist these tasks are in full accordance with the Terms of Reference and the needs of the Energy Centre.

7. The database manager will be responsible for ensuring the continuous operation of the database, and the operation of the foreseen single contact point (‘one stop shop’) for applications for financing for energy efficiency projects in Hungary.

8. The database manager should ensure full cooperation with the monitoring and evaluation manager in the monitoring, evaluation, and analysis of the findings of the evaluation of the operation of the database.  The manager will be responsible for ensuring that the findings of this evaluation, in terms of feedback for changes in the design of the database, or the output of the database, are fully implemented.

Duration: The database manager will be recruited for the full duration of the project.

Qualifications:

· Education to masters degree level

· A minimum of five years of professional experience

· Demonstrated experience in the design and operation of complex databases and database software

· Experience in financial services

· High level computing skills

· Knowledge of the English language

Job Description – Information/ Municipal Outreach Officer

Principal Responsibilities

The Information and Municipal Outreach Officer will report to the Project Manager. He/she will have the following responsibilities: 

1. The information officer will be responsible for the day to day implementation of activities relating to the provision of information on the project and the project components; for the technical management of information and outreach activities; and for the timely implementation of these activities.

2. The information officer will identify areas where international and national experts are required to assist in relation to information and outreach, and will prepare specifications for task requests for international and national experts (who either may be already recruited or to be recruited).

3. The information office will be responsible for undertaking a survey and analysis of the information needs of Hungarian municipalities in order to identify the targets for dissemination and outreach. 

4. The information officer should assist in the development of information materials to be disseminated under the project, and assist in the design of the dissemination mechanism for this developed material.

5. The information office is responsible for ensuring the design and dissemination of information on the outputs of the other components of the project: the financial component (contingent funding for energy audits and feasibility studies, and common database for project financing applications) and the training component. 

6. The information officer should assist the project manager in the dissemination of information relating to project progress and project outputs to the Steering Committee and to the wider audience of the Advisory Group.

7. The information officer should be the first point of contact for press enquiries, and should pro-actively plan and propose a press relations strategy to ensure a wide dissemination of information concerning the objective of the project, the progress of the project, and the concrete outputs and achievements of the project. The information officer should ensure that full acknowledgement of the financing role of GEF and UNDP is given in such information.

8. Together with the monitoring and evaluation manager, the information office should assist in the monitoring, evaluation, and analysis of the findings of the evaluation of all activities undertaken relating to information and outreach. He/ she will be responsible for ensuring that the findings of this evaluation, in terms of feedback for changes in the design and delivery of outreach activities, are fully implemented.

Duration: The project information/ outreach officer will be recruited for the full duration of the project.

Qualifications:

· Education to masters degree level

· Minimum of 5 years of professional experience

· Proven experience in the public and press relations

· Proven experience in the development and dissemination of technical information

· Experience of energy efficiency programmes and technologies would be an advantage

· Good interpersonal skills and skill in comprehensibly presenting complex technical information

· PC skills

· Knowledge of the English language

Job Description – Monitoring and Evaluation Manager

Principal responsibilities:

The Monitoring and Evaluation Manager will report to the Project Manager and to the Director, Policy and Coordination of the Energy Centre, in whose Directorate the monitoring and evaluation function is located.  The principal responsibilities of the Monitoring and Evaluation Manager are as follows:

1. To lead the day to day management of the monitoring and evaluation activities, and the staff supporting this activity, and to be responsible for the timely implementation of monitoring and evaluation activities.

2. The monitoring and evaluation manager will be responsible for identifying areas where international and national experts are required to assist in relation to information and outreach, and will prepare specifications for task requests for international and national experts (who either may be already recruited or to be recruited).

3. The monitoring and evaluation manager will be responsible for undertaking an evaluation of the present monitoring and evaluation mechanisms, and for directing the activities of international and national experts who may assist in this task.

4. The manager should lead the development of monitoring and evaluation systems and mechanisms, based on international best practice, for both the project activities, and for the energy efficiency programmes and activities implemented under the Government’s national energy efficiency programme.

5. The manager should lead, and coordinate the implementation and application of the monitoring and evaluation systems and mechanisms developed through the project. The manager is also responsible for the supervision and monitoring of the activities of the junior staff who assist in this area.

6. The manager should assist the other activity managers (financial component, training, information officer) in the application of the monitoring and evaluation systems for their activities, and for the analysis of the results of this evaluation, and the application of feedback mechanisms which result from the evaluation. 

7. The manager will cooperate with the training manager in the identification, development, and implementation of any training needs which the project, and Energy Centre staff have, in relation to the introduction and operation of monitoring and evaluation systems.

8. The monitoring and evaluation manager should, in cooperation with the project information and outreach officer, develop and implement plans for the dissemination of the results of the monitoring and evaluation of project activities to the widest possible audience (including the Steering Committee and the Advisory Board).

9. The monitoring and evaluation manager is responsible for developing recommendations for changes in activity design, or implementation for all project activities, based on the results of the monitoring and evaluation exercise.

Duration: The monitoring and evaluation manager will be recruited for the full duration of the project.

Qualifications:

· Education to masters degree level

· Minimum of 10 years professional experience

· Proven experience in the design and implementation of monitoring and evaluation systems for technical assistance projects

· Experience in the field of energy efficiency would be an advantage

· PC skills

· Knowledge of the English language

ANNEX IX Steering Committee and Consultative Forum 

Steering Committee

A Steering Committee will be formed consisting of representatives of:

· the Ministry of Economic Affairs

· the Ministry for Environment 

· the Ministry of Interior

· the National Bank of Hungary

· the Energy Centre (as implementing agency)

· UNDP/ GEF

The Chairman of the Steering Committee is proposed to be the State Secretary of the Ministry of Economic Affairs, responsible for the energy sector.

This Steering Committee will meet at least bi-annually, or more often at the request of any of its members.

The Secretariat for the Steering Committee will be provided by the Implementing Authority. The Project Manager will act as secretary to the Steering Committee, and is responsible for the provision of regular reports and information to Steering Committee members, and (together with the Director General and other Directors of the Energy Centre) for the implementation of action items decided by the Committee, or the implementation of recommendations made by the Committee.

The Steering Committee will have the following responsibilities and tasks:

Policy Input

The Steering Committee members represent the principal energy efficiency and environment policy makers in Hungary, and will provide policy input to the overall direction of the project. 

Functional guidance

The Committee will provide functional guidance in the execution of the project activities, through regular review of achieved, and planned activities. The Steering Committee will receive reports of the results of the monitoring and evaluation reviews of project activities, and of the feedback mechanism to be established. It will be a role of the Committee to provide guidance for the implementation of planned activities, based on the results of monitoring and evaluation of implemented activities.

Coordination

This project can only be successful if it is (a) fully complementary to the existing and planned government energy efficiency programme, and (b) is fully coordinated with this and other related activities and programmes.  The Steering Committee will have the role of ensuring that the project is fully coordinated with other activities and programmes, and will make concrete recommendations and directions for the Implementing Authority and the Project Manager to improve coordination if this is required.

Consultative Forum

The Ministry of Economic Affairs is to form a Consultative Forum for the national energy efficiency programme. This Forum will bring together a wide group of stakeholders, including NGOs, representatives of municipality organisations, and the energy efficiency goods and services industry. To avoid duplication and overlapping, the membership of the Consultative Forum for the national programme and this project will be the same.

In order to provide an information link between the Steering Committee and the Consultative Forum, the Chairman of the Forum will be a member of the Steering Committee for this project. Meetings of the Forum will be coordinated with meetings of the Forum for the national energy efficiency programme (i.e. separate meetings will not normally be required) and will be organised by the Ministry of Economic Affairs/ Energy Centre.

The Forum will have two broad functions in relation to this project:

Wide base of information for the Implementing Authority on implementation and on related activities

The Forum will be made up of the widest base of organisations involved either in the provision of advice to municipalities, the municipalities themselves, the energy efficiency goods and services industry, and energy and environment NGOs.  This Forum will form a resource base for the project for (a) information on the impact of the project, and on the perceived successes and failures of individual actions. (b) information on other related projects and projects in the field of energy efficiency in general, and energy efficiency in municipalities in particular.

Vehicle for dissemination/ involvement of the wider energy efficiency and municipality community

The Consultative Forum provides the implementing authority with a vehicle for dissemination on project activities and outputs, and for the involvement in the project of all stakeholders.  

ANNEX X

FINANCIAL MANAGEMENT AND REPORTING ARRANGEMENTS, AND AUDIT REQUIREMENTS
Financial accountability

The executing agent is responsible for the management of all UNDP resources  allocated to a nationally executed programme or project.  In this capacity, Governments are accountable to UNDP for the entirety of UNDP programming resources under their management.


The executing agent is responsible for maintaining an accounting system that contains records and controls sufficient to ensure the accuracy and reliability of programme or project financial information and reporting. The accounting system must also ensure that the receipt and disbursement of UNDP funds is properly identified and that budgetary categories approved are not exceeded.


The system of accounting and/or recordkeeping must track the advances received and disbursed, expenditure records by implementing agents and direct payments made by UNDP.  The accounting system maintained by the executing agent must also be kept current.


The executing agent must maintain an inventory recording the acquisition and disposition of property and equipment used. This inventory contains information on all property and equipment, whether purchased directly by the executing agent from funds advanced to it by UNDP or purchased by others (implementing agent, contractor) on behalf of the executing agent.


The UNDP country office must maintain an internal control system designed to ensure that the UNDP Resident Representative can adequately monitor the financial activity and budget of a programme or project within the scope of her/his responsibilities. The UNDP Resident Representative is accountable to the UNDP Administrator and is responsible for the financial monitoring of programmes and projects, for ensuring proper use of UNDP funds and for providing advances of funds based on appropriate financial reporting.


Advances of funds

The standard means of funding the programme or project is through quarterly advances to the executing agent by the UNDP country office.  Monthly advances may be provided if local conditions warrant.  In order to ensure optimum use of UNDP resources, advances are based on a forecast of quarterly or monthly expenditures, in accordance with the programme or project workplan.  Advances must not exceed funds required for the next quarter.


All requests for advances are submitted to the UNDP country office by the executing agent through the Financial Report. The Financial Report replaces the request for advances of funds, the government disbursement report, and the reconciliation of outstanding advance previously required to be completed by the executing agent.


At least each quarter, the executing agent prepares Table A of the Financial Report in the current advanced to record the current quarter period expenditures against any previous advances, to calculate the remaining advance and to request the advance for the next quarter based on the programme or project budget. Table B of the Financial Report in US dollars is also prepared, which translates the advance currency Financial Report into US dollars and calculates any exchange gain or loss on outstanding advance balances. 


The request for advance in the Financial Report specifies the cash required for the next quarter in two components: 

(a)
Outstanding obligations. Outstanding obligations are any inputs that have been contracted for and are received, en route or in progress, but for which a check has not yet been written. Only obligations that will be paid in the next quarter are included ; and

(b)
Planned expenditures. Planned expenditures are the new inputs that will be procured and paid for during the next quarter.  


The executing agent submits the signed Financial Report, including both advance currency (Table A) and US dollars (Table B) components, to the UNDP country office within 15 days after the end of the quarter. Where possible, a diskette or Email containing the Financial Report electronic files is submitted with the Financial Report.


Advances of funds will be made by the UNDP country office only on the basis of the completed and signed Financial Report containing the details of the expenditures made against the previous quarter advance. UNDP country offices must, upon receipt of the Financial Report, verify that resources are available in the budget and ensure that the amount requested does not exceed the amount of funds reasonably required to cover disbursements for the next three months. 


UNDP does not make advances of funds to an implementing agent, other than a United Nations agency.  Funds required by an implementing agent are provided to them directly by the executing agent from their advanced funds or through the form of a Request for Direct Payment. With respect to United Nations  agencies acting as implementing agents, funds are transferred to them by UNDP headquarters (Treasury section).


Normally, a separate bank account for the receipt and distribution of UNDP funds by the executing agent is required. Where the Government has confirmed in writing that local conditions prohibit the opening of a separate bank account, the UNDP Resident Representative may approve the utilization of a consolidated central bank account provided that the use of UNDP funds can be easily traced and audited.

Any unutilized advance of funds at the end of a programme/project is to be credited to UNDP programme funds, in order to clear the Operating Fund Account at UNDP headquarters, and any interest earned is recorded as miscellaneous income through a UNDP Government Inter-Office Voucher (IOV).

Direct payments

UNDP may be requested by an executing agent to make direct payments to other parties for goods and services provided to the programme or project.  When UNDP makes a payment on behalf of an executing agent, the latter must forward to the UNDP country office a standard form “Request for direct payment”, duly completed and signed by the executing agent. Original documents are kept by the executing agent.  Documentation of payment by the country office (inter-office vouchers, disbursement vouchers, copies of cheques, and other documents) must be made available to the executing agent by UNDP. 


Financial reporting

The executing agent must submit the Financial Report to the UNDP country office no later than 15 days after the end of the quarter. The Financial Report presents quarterly expenditures; separate monthly totals are no longer  required.  If more frequent advances are given, the Financial Report must be submitted each time with the next request for advance. In other words, each Financial Report principally represents expenditures relating to a single advance with any ending balance revalued at the current exchange rate. 


Any funds transferred by the executing agent to an implementing agent are considered as expenditures and are recorded  against the appropriate budget lines.  The executing agent is responsible for ensuring the performance of the implementing agents on all contracts and agreements.


United Nations agencies acting as implementing agents issue quarterly expenditure statements in accordance with the letter of agreement entered into between the executing agent and the United Nations  agency. The statements reflect all expenditures by component/budget line and are submitted to the executing agent through the UNDP Resident Representative within 30 days after the end of each quarter.


The Financial Report is produced in both the currency advanced and US dollars to facilitate communication and the reconciliation of budgets, disbursements and outstanding balances between the executing agent and UNDP.


The calculation of foreign exchange gain/loss is part of the Financial Report. The UNDP country office advises the executing agent of the UNDP exchange rates at the beginning and end of every quarter and the exchange rate used for advances of funds. When expenditures are made in local currency during the quarter, these are converted into US dollars at the United Nations rate at the date of the advance (usually the exchange rate in effect at the beginning of the quarter).  Any outstanding advances at the end of the quarter are revalued at the end-of-quarter rate and the foreign exchange gain/loss is calculated. 


The submission by the executing agent of the Financial Report at least every quarter is mandatory. If the UNDP country office does not receive the Financial Report from the executing agent within 15 days of the end of the quarter, it ensures follow up with the executing agent.  If an advance is outstanding for two quarters and either  the Financial Report is not received or the Financial Report reflects no spending against the advance, the UNDP Resident Representative must follow up with the executing agent.  The programme or project implementation strategy must be reviewed to decide on measures to be taken to solve any difficulties with execution or implementation. The UNDP Resident Representative also informs UNDP headquarters (Country Programme Accounting) of all decisions taken.


Upon receipt of the Financial Report, the UNDP country office reviews it and verifies the exchange rates.  If required, corrections are made by the executing agent and then returned to the UNDP country office. The report is then sent to the Country Programme Accounting Section at UNDP headquarters, where it is recorded.


All payments made by UNDP country offices for nationally executed programmes or projects are recorded on a UNDP-GOVT IOV and forwarded to the UNDP Country Programme Accounting Section each month. These payments include both advances made to the executing agent and direct payments made by the UNDP country office.


UNDP headquarters/Country Programme Accounting Section issues a Combined Delivery Report (CDR) four times a year. The CDR for each nationally executed programme or project is sent to the executing agent through the UNDP country office. The report contains disbursements made by the executing agent, UNDP country offices, and UNDP headquarters for the periods ending 31 March, 30 June, 30 September, and 31 December.  Where United Nations  agencies act as implementing agents, the report will also contain United Nations agency expenditure for the periods in which agencies report.


After review, UNDP country offices must forward the CDR immediately to the executing agent. The CDR must be verified and certified by the executing agent within 30 days of receipt, and returned to the UNDP country office for filing.  If the executing agent informs the UNDP country office that there are errors in the CDR, the UNDP country office will contact UNDP headquarters (Country Programme Accounting Section) to determine jointly how to correct the CDR. The year-end CDRs must be given to the designated auditors as soon as possible to facilitate their completion of the audit by the 30 April deadline.

AUDIT REQUIREMENTS  

Objective of audit

All nationally executed programmes and projects must be audited once in their lifetime, at a minimum. The government coordinating authority, in consultation with the UNDP country office, draws up an annual plan by November.  The audit plan lists the programmes and projects scheduled to be audited on that given year, considering whether the programme or project has previously been audited, the volume of funds, number of programmes and projects, workload, among other things . The Office of Audit and Performance Review (OAPR) is kept informed about audit plans. 


The objective of the audit is to provide the UNDP Administrator with the assurance that UNDP resources are being managed in accordance with:

(a)
The financial regulations, rules, practices and procedures prescribed for the programme or project ; 

(b)
The PSD or the project document and workplans, including activities, management and implementation arrangements, monitoring, evaluation, and reporting provisions ;

(c)
The requirements for execution in the areas of management, administration and finance.


Scope of audit

The audit of nationally executed programmes or projects must cover, but may not necessarily be limited to, the following:

(a)
Assessment of the rate of delivery;


(b)
Financial accounting, monitoring and reporting ;

(c)
Management systems for recording, documenting and reporting on resources utilization 

(d)
Equipment  use and management;  and 

(e)
Management structure, including the adequacy of appropriate internal control and record-keeping mechanisms.


The audit must confirm and certify that:

(a)
The disbursements are made in accordance with the activities and budgets of the programme support or project document ;

(b)
The disbursements are supported by adequate documentation ; 

(c)
The financial reports are fairly and accurately presented ; 

(d)
An appropriate management structure, internal controls and record-keeping systems are maintained ;

(e)
The executing agent and the UNDP country office have undertaken and have prepared reports for monitoring and evaluation of the substantive activities and of the management systems of the programme/project ; and 

(f)
The procurement, use, control and disposal of non-expendable equipment are in accordance with the Government’s or UNDP requirements.


The audit  is normally carried out at the level where the original documentation is held. It shall cover the funds channelled through the government by advances of funds. Expenditures incurred on behalf of the programme or project by United Nations  agencies acting as implementing agents or by the UNDP country office providing support to national execution, shall be covered by the appointed auditors of these organizations.  In this case, the auditors of the programme or project, as described in paragraph 9.3.3, provide a scope restriction to the audit, stating that the audit opinion is limited to the  funds received and expenditures incurred by the Government, and that the opinion does not cover  expenditures incurred by United Nations organizations, including UNDP. 


The audit process

The audit must be conducted in conformity with generally accepted common auditing standards
 and in accordance with the professional judgement of the auditor. The standards applied are normally referred to in the audit report.


The audit may use for information the standards and terms of reference established for the United Nations Board of Auditors. (See the UNDP Financial Regulations and Rules : Article XVII and XII and Information Annex).

  
The audit is normally conducted by the legally recognized auditor of the Government. However, in instances when such arrangements are not feasible, the audit may carried out by a commercial auditor engaged by the executing agent. The audit authority must be mentioned in the PSD or project document. It is the executing agent’s responsibility to identify and appoint the auditing body, to ensure that the audit is performed in accordance with generally accepted common auditing standards and to ensure that the report, duly reviewed and responded to, reach UNDP Headquarters (OAPR) via the UNDP country office by 30 April of the following year of the audit.


Governments are responsible for funding the costs of audit. However, the UNDP Resident Representative may exceptionally approve the use of the programme or project funds for audit costs if the audit is carried out by a commercial auditor. In that case, adequate financial provision for the audit must be included in the programme or project budget. 


The UNDP country office must organize briefings with the auditors before the audit exercise and upon the completion of the audit. The briefings must occur even if the auditors have prior experience of auditing UNDP programmes or projects.


The findings of the draft audit report must be discussed in detail with the executing agent, including appropriate programme or project management staff, the government coordinating authority and the UNDP Resident Representative. Their comments are included in the final report. 


The executing agent is the recipient of the final audit report. The executing agent forwards it to the UNDP Resident Representative. The UNDP country office reviews the audit report from its perspective and forwards the report to UNDP headquarters. The audit report is to reach UNDP headquarters (Office of Audit and Performance Review) no later than 30th April to enable the United Nations Board of Auditors to comment on the report and incorporate their comments in their report to the General Assembly and the Executive Board of UNDP. The executing agent also shares the audit report with the government coordinating authority and other concerned parties, as appropriate.


The “UNDP Procedures for National Execution” provides guidance on the audit process, such as the audit plan, standard terms of reference and contract for the auditor, standard outline audit report, as well as issues and documentation to assist the audit. 

ANNEX XI: GOVERNMENT RESOLUTION CONCERNING NATIONAL ENERGY SAVING PROGRAMME

Government 

resolution 

No. 1107/1999 (X. 8.) 

on the strategy to increase energy saving and energy efficiency until 2010

The Government

1. in order to increase the safety of energy supply, to moderate import dependence, to ensure sustainable development, to meet environmental requirements, to save traditional, scarcely available (fossil) energy sources, has set the following main goals relating to energy saving and greater efficiency until 2010:

- to ensure the long-term, about 5% annual average growth rate of the gross national product (GDP) representing the development of the economy, the total energy demand of the economy (the energy necessary to produce unit GDP) should decrease by 3.5% a year. Energy intensity should improve to this extent that the annual average growth rate of energy consumption should not exceed 1.5 %,

- to promote this requirement some 75 PJ/year (equivalent to 1.8 Mt oil) energy source shall be saved by 2010 through energy saving activities subsidised partly by the state and be replaced by Hungarian renewable energy sources. Through these savings sulphur dioxide emission should decrease by 50 kt/year, carbon dioxide emission by 5 Mt/year,

- to save traditional energy sources and to moderate environmental damage, the current 28 PJ/year consumption of renewable energy sources should be increased to 50 PJ/year until 2010;

Responsible:

Minister for Economic Affairs

Deadline: 

continuous until 2010 

2. deems necessary to make use of international grants available for energy saving to the greatest possible extent in the Hungarian economy. To promote the use of international grants the tasks are summarised as an Action Program, in the appendix to the government resolution and both Hungarian and international target areas can be attached to them. The Action Program is operated in the framework of a system of tenders, which are elaborated for the given objectives;

Responsible:

Minister for Economic Affairs





Minister for Foreign Affairs





Minister without Portfolio in charge of PHARE affairs

Deadline: 

continuous until 2010 

3. approves the Energy Saving Program to be established with HUF 1.0 billion a year by the Ministry of Economic Affairs within the Economic Development Earmarked Fund which is managed by the Ministry from January 1st, 2000 to meet the objectives and to fund energy saving measures. The operation of this earmarked fund managed by individual ministries ensures state subsidy for the Action Program, the expansion of the use of renewable energy sources and the reception of grants and credits from the European Union and financial institutions available for this purpose;

Responsible:

Minister for Finance 

Minister for Economic Affairs





Deadline: 
continuous beginning from the planning of the budget for the year 2000

4. orders that if environmental charges are built in energy prices, this revenue should be taken into account as fund for the Energy Saving Program.

Responsible:

Minister for Finance 




Minister for Environment

Minister for Economic Affairs

Deadline: 
continuous until 2010, following the introduction of environmental charges 

5. orders the establishment of organisational conditions and uniform public institutional system necessary for the efficient operation of the Energy Saving Program. The administrator of the Energy Saving Program is the Ministry of Economic Affairs, the financial and economic manager is the Energy Efficiency and Energy Related Environment Agency Non-Profit Co. The currently fragmented central energy efficiency programs should be integrated into the Energy Efficiency and Energy Related Environment Agency Non-Profit Co. by the redeployment of experts;

Responsible:

Minister for Economic Affairs 

Minister for Environment

           Deadline:

December 31, 1999.

6. orders that the minister for economic affairs shall report on the implementation of the program to the government every two years;

Responsible:

Minister for Economic Affairs

Deadline:

for the first report: June 30th, 2001,




then continuous

7. approves the Action Program that is the appendix of the Resolution, and requests the ones in charge of the different parts to implement the Program.

Responsible:

Minister for Economic Affairs





Minister for Foreign Affairs





Minister without Portfolio in charge of PHARE affairs





Minister for Education

Minister for Agriculture and Regional Development





Minister for Environment





Minister for Transport, Communication and Water Management

Deadline: 

continuous until 2010 

Viktor Orbán

Prime Minister

Appendix to Government Resolution 1107/1999. (X.8.) 

Action ProgramMME to Increase Energy Saving and Energy Efficiency
The Government deems necessary to launch an Action Program lasting until 2010 in order to increase energy saving and energy efficiency just as to expand the consumption of renewable energy sources. 

Energy saving of 75 PJ/year is to be achieved until 2010 with central grants provided for the implementation of the Action Program and available foreign grants just as with own capital expenditure generated by the grants and credits depending on the availability of international funds. The Program is to be reviewed every two years and information on the results is to be submitted to the Government. The Program shall be changed by the decision of the Government following the two yearly reviews.

The Action Program – until the date of the first report to be submitted for the Government – shall work in limited form with a HUF 1.0 billion fund of the Energy Saving Program to be established within the Economic Development Earmarked Fund. Following the introduction of environmental charges the program shall be intensified with a fund operated by revenues from the charges depending on the actual decision of the Government.

1. Revealing the possibilities of support from the European Union

The possibilities and conditions for making use of EU support in the field of energy efficiency accessible until accession and the ones opening up following accession are to be revealed (PHARE, ISPA, Cohesion and Structural Funds). 

Responsible: 
Minister for Economic Affairs 





Minister for Foreign Affairs








Minister without portfolio in charge of PHARE affairs





Minister for Finance


Deadline:  

to survey the current state: 

November 30th, 1999,





then continuous until 2010 

2. Energy saving attitude, ongoing education


Providing information and education for energy saving attitude is required in the whole society. This activity should start already in the educational system. The organisation and operation of consulting networks and consumer offices should be supported that knowledge regarding energy saving and safeguarding the environment could be propagated widely. The importance of energy saving and its methods are to be spread widely (advertisement, media, brochures for consumers, etc.). The widespread use of energy efficiency labels is highly important. The objective is to save energy of 10 PJ/year until 2010 with the development of energy saving attitude and ongoing education. To this end at least HUF 25 million a year is to be set aside within the Energy Saving Program in 2000 and 2001, following the intensification of the program through environmental charges HUF 100 – 200 million a year is to be earmarked. Support is provided primarily through targeted commissions.


Responsible:  
Minister for Economic Affairs





Minister for Education

Minister for Environment


Deadline:

for preparation: November 30th, 1999

for implementation: depending on the availability of funds necessary for support, continuous from January 1st, 2000 to 2010

3. R & D relating to energy saving and expanding renewable energy sources


The incorporation of energy saving and expanding renewable energy sources in R & D programs is an outstanding task (National Environmental Development Tender, National Environmental and Nature Conservation Research Tender, etc.). In this way the well known technologies widely used abroad must, to a growing extent, be introduced in Hungary, Hungarian scientists should join in foreign researches and energy saving, environmentally friendly procedures should be favoured during Hungarian technological development (e.g. establishment of reference plants). Within R & D, energy saving should be given priority primarily by legal means but preferential credits should also be made available.


Responsible: 
Minister for Economic Affairs

General Manager of National Committee for Technological Development (OMFB)

Deadline:

following funding from environmental charges 

4. To perform regular investigations (audits) revealing energy loss in production 

Within the Energy Saving Program grants shall be provided (about HUF 25 million in 2000 and 2001, following intensification through environmental charges about HUF 100 million a year) for audits to reveal saving potential at companies with energy costs of HUF 50 million/year or higher. The form of grants is preferential credit for firms carrying out the audit. The Energy Saving Program shall provide support to eliminate losses revealed in the audit.


Responsible:

Minister for Economic Affairs

Head of Energy Centre


Deadline:

for preparation: November 30th, 1999,

for implementation: depending on the availability of funds necessary for support, continuous from January 1st, 2000 to 2010.

5. To improve the energy management of local governments


Grants are to be provided for the local governments to elaborate local energy saving concepts, energy supply plans and for audits to reveal energy losses. HUF 25 million a year is to be set aside in 2000 and 2001, following the intensification of the program through environmental charges about HUF 100 million a year is to be earmarked within the Energy Saving Program. The form of support is preferential credits. Energetic modernisation of local public institutions should go on based on the experiences of the Energy Saving Credit Program.


Responsible:

Minister for Economic Affairs

Head of Energy Centre

Deadline:

for preparation: November 30th, 1999,

for implementation: depending on the availability of funds necessary for support, continuous from January 1st, 2000 to 2010.

6. Planning for least cost, application of demand side management programs 

During legal harmonisation with the European Union, the new acts and the ones to be amended should indicate to the owners of energy systems in the fields of electricity, gas and heat that they have stake in programs which reduce the energy demand of consumers since the price authority will acknowledge the ensuing costs. Guidelines are to be elaborated for least cost planning and a methodology for demand side management and for the elimination of the contradictions of the competitive market. The objective is to save energy of about 5 PJ/year until 2010 with demand side saving of energy sources.


Responsible:

Minister for Economic Affairs

Head of the Energy Centre

Deadline:
in accordance with the revision of the Energy Law

7. Energy saving organisation of transport and transportation


Incentives should be provided for technical and organisational measures which will moderate the increase of transportation on road and will shift it to railway, waterway and combined ways just as those which will moderate the use of passenger cars and switch traffic to public transport. Support should be HUF 25 million a year in 2000 and 2001 in the form of preferential credits and non-reimbursable grants.

Responsible:
Minister for Transport, Communication and Water Management

Minister for Environment

Deadline:

for preparation: November 30th, 1999

for implementation: depending on the availability of funds necessary for support, continuous from January 1st, 2000 to 2010

8. To moderate the use of industrial energy

The grants are to be concentrated on the following fields:

- energy-technological modernisation of industrial production,

- improving the heat insulation of hot and cold technologies,

- improving the efficiency of energy consuming equipment,

- improving the efficiency of energy producing equipment.

The objective in these fields is to achieve energy saving of total 8.5 PJ/year until 2010. The state should provide incentives by credits with preferential interest. The form of grants is preferential credits.


Responsible:

Minister for Economic Affairs

Head of the Energy Centre

Deadline:

following funding from environmental charges

9. Modernisation of transport 

Energy saving and environmental friendly transportation (railway, waterway), and the reconstruction of the vehicle fleet of public transport, the improvement of its technical standard and the exchange of cargo road vehicles to modern ones guaranteeing energy saving are to be supported. The form of support is preferential credit. The objective with the program is to achieve energy saving of 4.5 PJ/year until 2010.

Responsible:

Minister for Transport, Communication and Water Management

Minister for Economic Affairs

Minister for Environment

Deadline:

following funding from environmental charges

10. Energy-technological modernisation of agricultural production

Grants are to be provided for agriculture to modernise technologies leading to energy saving within the Energy Saving Program. The objective is to save energy of 0.5 PJ/year until 2010 through the Program. The form of grant is preferential credit.


Responsible: 
Minister for Economic Affairs





Minister for Agriculture and Regional Development


Deadline:

following funding from environmental charges

11. Support for population and public energy saving

Non-reimbursable grant is to be provided for the population for economical investments leading to energy saving. Investments aimed at the improvement of the heat insulation of buildings (facades, roofs, cellars, doors and windows) are to be highlighted. 

The objective with the grants provided for the population and the public institutions is to save energy sources of 10 PJ/year in addition to energy saving aimed at transport until 2010. The grants are primarily non-reimbursable in the framework of the Energy Saving Program. The extent of support is HUF 100 million a year in 2000 and 2001 and shall increase following the intensification of the program.


Responsible:

Minister for Economic Affairs





Minister for Interior

Head of the Energy Centre
Deadline:

for preparation: November 30th, 1999

for implementation: depending on the availability of funds necessary for support, continuous from January 1st, 2000 to 2010.

12.  To increase the application of alternative heating systems

The simultaneous establishment of alternative (solid fuel and gas) heat generation qualified environmental friendly is to be supported in the framework of the Energy Saving Program at households and municipal, public consumers in order to moderate the consumption of gas, to increase the safety of supply and to increase the use of energy coming from biomass. The support is preferential credits and non-reimbursable grants for the population.

Responsible:

Minister for Economic Affairs


Deadline:

following funding from environmental charges

13.  Modernisation of energy consumption by local governments for public lighting 

A subsidised program is to be launched to moderate the costs of public lighting at settlements (change of bulbs, voltage regulations). In the field of public lighting the objective is to achieve energy saving of 1.2 PJ/year. Support is preferential credits. 

Responsible:

Minister for Economic Affairs

Head of the Energy Centre

Deadline:

following funding from environmental charges

14. Expanding the consumption of renewable energy sources

To meet environmental requirements a program is to be elaborated to increase the consumption of renewable energy sources. Foreign funds and grants accessible for this purpose just as the forms of support are to be surveyed. Establishment of electric energy capacity produced from renewable energy sources, heat generation and energetic cultivation are to be supported by non-reimbursable grants and preferential credits within the Energy Saving Program. In 2000 and 2001 HUF 100 million a year, following the intensification of the Energy Saving Program at least HUF 400-500 million a year are to be set for this purpose. The objective is to increase the consumption of renewable energy sources by 20 PJ/year until 2010. 

Responsible:

Minister for Economic Affairs



 

Minister for Agriculture and Regional Development





Minister for Environment





Minister for Finance

Deadline:

for preparation: November 30th, 1999

for implementation: depending on the availability of funds necessary for support, continuous from January 1st, 2000 to 2010.

14.a) Within the program aimed at increasing the use of renewable energy sources, increased support for expanding the use of biomass, geothermal energy, and use of organic waste   

Capacity building for electric energy generation with renewable energy sources is to be supported within the Energy Saving Program with non-reimbursable grants and preferential credits. The extent and form of support should be decided case by case.

Responsible:

Minister for Economic Affairs




Minister for Environment

Head of the Energy Centre

Deadline:

for preparation: November 30th, 1999

for implementation: depending on the availability of funds necessary for support, continuous from January 1st, 2000 to 2010.

14.b)
Program for “20,000 roofs with solar cells, 2010” 

To intensify the use of solar energy, generation of heat and hot water by solar cells is to be increased in the range of renewable energy sources. Until 2010 at least 20,000 institutions and residential buildings should be supplied by heat in this way.  20-30 percent of the investment necessary by flats is to be provided through non-reimbursable grant within the Energy Saving Program.

Responsible:

Minister for Economic Affairs

Deadline:

for preparation: November 30th, 1999

for implementation: depending on the availability of funds necessary for support, continuous from January 1st, 2000 to 2010.

15.  Renewal of district heating systems, making district heat supply competitive

The Ministry for Economic Affairs shall draft an independent government proposal on the modernisation program of the district heat supply systems. The realisation of the program aimed at the modernisation of the district heat supply systems should be promoted with support from the fund of the Energy Saving Program.

Fields to be supported:

· increase of co-generated energy,

· supply (primary) side reconstruction and realisation of measurement in caloric centre

· demand (secondary) side regulation and sharing costs.

The objective in this field is to save energy of 10 PJ/year by the end of 2010. Support is provided in the form of preferential credits for co-generation and supply side and with non-reimbursable grants for demand side. In 2000 and 2001 HUF 300 million a year is to be provided for the reconstruction of the district heat system and making district heat supply competitive, which following the intensification of the program will grow. The reconstruction and competitiveness of district heat supply are to be regarded as priorities taking its current national position and the provisions of the district heat act into account.

Responsible: 
Minister for Economic Affairs




  
Minister for Finance





Minister for Environment

Head of the Energy Centre.

Deadline:

for preparation: November 30th, 1999

for implementation: depending on the availability of funds necessary for support, continuous from January 1st, 2000 to 2010.




UNDP/GEF & Cost-sharing





GEF:			US$ 4,200,000


UNDP/ TRAC		US$ 330,000


	      		US$ 70,000 (PDF)





Parallel financing:	


Government: 		US$ 2,800,000


Government (in-kind):	US$ 250,000


Private investors:		US$ 9-13 million (estimated)





Total:			US$ 16.65 – 20.65 million
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� All money amounts expressed in Hungarian Forints are converted to US dollars using exchange rate of Huf 240 = US$ 1 (based on the exchange rate as of early 2000) if not otherwise mentioned.


� All energy data are based on Hungary’s 1997 Energy Balance if not otherwise mentioned.


� Source: IEA energy statistics.


� Hungary: Inventories, Stabilisation and Scenarios of the Greenhouse Gas Emissions and Removals. 2nd National Communication on the Implementation of Commitments under the UNFCCC. Hungarian Commission on Sustainable Development, Budapest, 1998. 


� The end use figures are based on 1995 statistics from the Hungarian Climate Change Action Plan developed within the framework of the U.S. Country Studies Program (see prior reference).


� ESCOs are companies with both the technical expertise and the financial capacity to identify and implement energy-saving measures. They sign a performance contract with the client and receive revenues from actual energy savings. In that way, the client only pays when there are real savings and the costs are never more than the direct benefit obtained from the energy savings. In an ideal case, the ESCO eliminates the need for the client to assume the financial risk or to tie its assets as collateral. However, it should also be noted that there are also other means of managing risks in energy performance.


� "International Standards on Auditing (ISA)”,  published by the International Federation of Accountants  (IFAC). Information may be obtained at OAPR upon request.
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Task Name

Duration

47

Obj. 3 Improve knowledge base

515 days

48

3.1 Improved knowledge base for Energy Centre

300 days

49

3.1.1 Training needs analysis

8 wks

50

3.1.2 Implementation of training programme

16 wks

51

3.1.3 Analysis of results / further needs 

10 wks

52

3.1.4 Follow up training

16 wks

53

3.2 Training/ outreach for municipal decision makers

170 days

54

3.2.1 Study of past actions

3 wks

55

3.2.2 Design of awareness raising programme

6 wks

56

3.2.3 Implementation of awareness raising

16 wks

57

3.3 Increased capacity at municipal level

515 days

58

3.3.1 Training needs analysis/ review of past actions

5 wks

59

3.3.2 Recruitment of subcontractor

8 wks

60

3.3.3 Development of training courses/ materials

12 wks

61

3.3.4 Carry out pilot courses

12 wks

62

3.3.5 Review of pilot courses/ feedback

6 wks

63

3.3.6 Full implementation of training

52 wks
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INPUTS







UNDP/ GEF







UNDP/TRAC







TOTAL







TOTAL







BUDGET







Funding







Funding







UNDP inputs







HUNG. GOV







PROJECT PERSONNEL







Support for EE policy, awareness, and coordination







$2,300,000







Intl. Expert 







$90,000







$30,000







$120,000







Nat. Expert







$26,620







$9,680







$36,300







Project Manager







$142,522







$6,000







$148,522







Assistant







$103,892







$4,500







$108,392







Information/Outreach Officer







$138,522







$6,000







$144,522







M&E Manager







$142,522







$6,000







$148,522







M&E Junior Staff







$105,392







$4,500







$109,892







M&E Junior Staff







$103,892







$4,500







$108,392







Support for EE project development and financing







$500,000







Nat. Expert







$29,040







$14,520







$43,560







Financial Component Manager







$140,522







$6,000







$146,522







Database Manager







$138,522







$6,000







$144,522







Fund assistant







$105,392







$4,500







$109,892







Training







$200,000







Training manager







$138,522







$6,000







$144,522







Assistant







$105,392







$4,500







$109,892







OFFICIAL TRAVEL







Project travel 







$45,000







$5,000







$50,000







MISSION COSTS







Mission Costs







$43,000







$7,500







$50,500







Consultant for audit certification and training







$58,000







$58,000







Component total







$1,656,753







$125,200







$1,781,953







TRAINING







Devel. & delivery of training for municipalities 







$400,000







$400,000







Devel. & delivery of training for energy cert.scheme







$110,000







$110,000







Training for Energy Centre personnel







$71,000







$7,500







$78,500







Component total







$581,000







$7,500







$588,500







EQUIPMENT AND FINANCING COMPONENT







Expendable  Equipment    







$2,747







$150







$2,897







Non-Expendable Equipment







$10,000







$50,000







$60,000







Maintenance for office equip.







$12,000







$12,000







Database (consultant and hardware)







$50,000







$50,000







Software for Financial Database







$35,000







$35,000







Outreach to municipalities







$176,000







$50,000







$226,000







Component total







$200,747







$185,150







$385,897







MISCELLANEOUS







Reporting and publication costs (monitoring and 







evaluation)







$179,000







$10,000







$189,000







$50,000







Sundries (communications and postage)







$47,500







$2,150







$49,650







Component total







$226,500







$12,150







$238,650







AUDIT AND FEASIBILITY STUDY FUND







Audit and Feasibility Fund







$1,535,000







$1,535,000







Audit and Feasibility Fund







TOTAL







$4,200,000







$330,000







$4,530,000







$3,050,000
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INPUTS







UNDP/ GEF







UNDP/TRAC







TOTAL







TOTAL







BUDGET







Funding







Funding







UNDP inputs







HUNG. GOV







PROJECT PERSONNEL







Support for EE policy, awareness, and coordination







$2,300,000







Intl. Expert 







$90,000







$30,000







$120,000







Nat. Expert







$26,620







$9,680







$36,300







Project Manager







$142,522







$6,000







$148,522







Assistant







$103,892







$4,500







$108,392







Information/Outreach Officer







$138,522







$6,000







$144,522







M&E Manager







$142,522







$6,000







$148,522







M&E Junior Staff







$105,392







$4,500







$109,892







M&E Junior Staff







$103,892







$4,500







$108,392







Support for EE project development and financing







$500,000







Nat. Expert







$29,040







$14,520







$43,560







Financial Component Manager







$140,522







$6,000







$146,522







Database Manager







$138,522







$6,000







$144,522







Fund assistant







$105,392







$4,500







$109,892







Training







$200,000







Training manager







$138,522







$6,000







$144,522







Assistant







$105,392







$4,500







$109,892







OFFICIAL TRAVEL







Project travel 







$45,000







$5,000







$50,000







MISSION COSTS







Mission Costs







$43,000







$7,500







$50,500







Consultant for audit certification and training







$58,000







$58,000







Component total







$1,656,753







$125,200







$1,781,953







TRAINING







Devel. & delivery of training for municipalities 







$400,000







$400,000







Devel. & delivery of training for energy cert.scheme







$110,000







$110,000







Training for Energy Centre personnel







$71,000







$7,500







$78,500







Component total







$581,000







$7,500







$588,500







EQUIPMENT AND FINANCING COMPONENT







Expendable  Equipment    







$2,747







$150







$2,897







Non-Expendable Equipment







$10,000







$50,000







$60,000







Maintenance for office equip.







$12,000







$12,000







Database (consultant and hardware)







$50,000







$50,000







Software for Financial Database







$35,000







$35,000







Outreach to municipalities







$176,000







$50,000







$226,000







Component total







$200,747







$185,150







$385,897







MISCELLANEOUS







Reporting and publication costs (monitoring and 







evaluation)







$179,000







$10,000







$189,000







$50,000







Sundries (communications and postage)







$47,500







$2,150







$49,650







Component total







$226,500







$12,150







$238,650







AUDIT AND FEASIBILITY STUDY FUND







Audit and Feasibility Fund







$1,535,000







$1,535,000







Audit and Feasibility Fund







TOTAL







$4,200,000







$330,000







$4,530,000







$3,050,000
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Simple Payback Time, years

Unit Abatement Investment, USD/tC

Costs for Carbon Reduction

12.6496727349

15.9688288461

30.1392138572

74.6790354348

31.6973859619

34.2331768388

31.756193728

56.2434664056

103.8836277994

83.876159776



Hoja1

		Number		Measure		Investment Huf Billion		ExRate		Investment US$		Savings TJ		US$/TJ		tC/TJ		US$/tC		Payback

		2.2.3		Reducing of outflows in water heating		0.56		240		2,333,333		433		5,389		21.3		13		1.5

		1.2.1		Use of industrial waste for district heating		0.08		240		333,333		49		6,803		21.3		16		2.7

		1.3.2		Water saving traps in water heating		4.73		240		19,708,333		1535		12,839		21.3		30		3.1

		2.1.1		Changing of lighting armature		5.29		240		22,041,667		1118		19,715		13.2		75		3.2

		1.2.5		Alternating district heating mass flow		0.35		240		1,458,333		108		13,503		21.3		32		4.7

		1.2.2		Renovation of district heating boilers		0.07		240		291,667		20		14,583		21.3		34		4.9

		1.2.7		Improvement of regulation and renovation of dh centers		0.25		240		1,041,667		77		13,528		21.3		32		5.2

		1.1.3		Heat mirrors behind radiators		4.33		240		18,041,667		753		23,960		21.3		56		6.9

		1.4.1		Heat use of at artificial ventilation		11.80		240		49,166,667		1111		44,254		21.3		104		7.1

		1.2.9		Renovating central heating boilers		9.03		240		37,625,000		1053		35,731		21.3		84		10.1

				TOTAL/AVERAGE		36.5		240		152,041,667		6257		24,299				77		6.60

						Emissions		tC/TJ										(20 years lifetime)

						Electricity		13.2		(average)

						Heating		21.3		(average)

						Natural Gas		15.3

						Coal		26.6		(average)

						Fuel Oil		21.1

						Oil/Coal to Gas		8.5		(average)

		1.2.10		Fuel-switching in central heating boilers (coal/oil to gas)		1.08		240		4,500,000		157		28,662		8.5		3,372.05		0.4






