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1. Executive summary

1.1Brief description of project

This full-size project has been developed ovenaearsive period of eight years (1997 — 2004). The
project development phase consumed a total bud@50880 USD, of which 200 880 USD was a
GEF cash contribution in the form of a PDF-B grant.

The project development objective was defined ¢édltice Croatia’s greenhouse gas emissions by
supporting the implementation of economically fekesenergy efficiency technologies and measures
in the residential and service sectors”, and ptojemediate objectives were defined to overcome
general institutional barriers to the promotiorengérgy efficiency, to overcome barriers to imprgvin
energy efficiency in residential and service sex;tand to facilitate effective replication andiattion

of project results and lessons learned.

The GEF project budget of 4.39 mil USD was desigiodae supplemented by 0.67 mil USD of in-
kind co-financing from the Croatian government, &gd’.99 mil USD of private sector co-financing
(equity, credits, and loans) to be mobilized byRaetial Guarantee Facility.

2.47 mil USD, ie. 56% of the GEF 4.39 mil USD putjbudget, were originally planned for financing
of the Partial Guarantee Facility — PGF (2 mil Us&)d 0.47 mil USD for CFLs sales guarantees and
marketing campaign.

The project document was approved and signed ieiber 2004. The project implementation was
originally planned to last 4 years. No-cost extensiwere approved, and the GEF project will be
terminated by June 30, 2011, six and half yeaes gfoject approval.

The project focus and activities have been revasebisignificantly updated in the Inception Report a
the very beginning of project implementation, atebdased on the recommendations of the mid-term
evaluation to better address actual local needslaaaged national context/project implementation
environment.

The Inception Report reviewed the market conditior3005 and found that price of CFLs has
significantly dropped (from 7.5 USD to 1.3 — 6.6[)Since early years of project development
phase, CFLs were widely available on the market,adso utilized both in residential and service
sectors. The Inception Report correctly evaludbted there is no need any more to support spedifical
the CFL technology only.

Partial Guarantee Facility was implemented at tBOR - Croatian Bank for Reconstruction and
Development together with another World Bank profe@nced by GEF. Although UNDP joined its
efforts with the World Bank which provided its kndww, the Partial Guarantee Facility did not
witness any demand. UNDP thus suggested and naRoojgct Steering Committee then decided to
withdraw 0.6 mil USD already provided to the PGH&OR, and to use it for other project activities.
The World Bank continued this activity and finalbfter several years, the HBOR was able to
implement the guarantee facility financed by therM/&ank/GEF at two projects in the industrial
sector.

The UNDP/GEF energy efficiency project focused esidential and service/public sectors. It raised
the awareness in energy efficiency by nation-widermation campaign, established energy
efficiency information offices, centers, and gaéler developed and disseminated targeted informatio
on typical energy efficiency measures and theiebs) provided free energy advice and energy

7



audits, trained energy auditors, delivered traiingenergy efficiency and green office to public
authorities employees, established and trainedygredficiency teams and advisors at public
authorities, developed Energy Management Informafigstem and implemented Energy
Management System including building registry aegutar energy meter readings in public
authorities, trained facility managers in energynagement, identified and developed energy
efficiency projects for financing from EPEEF, impiented remote energy metering solutions in
governmental facilities and a pilot smart metesggtem in Sisak municipality, developed National
Energy Efficiency Program for Croatia 2008-2016 BN, and The First National Energy Efficiency
Action Plan 2008-2010 of the Republic of Croati# EEAP), organized national and international
conferences on energy efficiency.

The project has attracted substantial amount @fl logsh co-financing in the total amount of 17 mil
USD, which allowed a nation-wide roll-out of thedtgy Management System into almost all public
authorities in the country. This is a unique ackieent not only compared to other countries in the
region, but compared Europe-wide as well.

1.2Context and purpose of the evaluation

The terminal evaluation has been performed on aesicgpf the UNDP country office in Croatia, as a
standard mandatory requirement of all UNDP/GEF qutsj. The terminal evaluation mission took
place in March 2011, three months before the fommhpletion of the project which is scheduled to
finish at the end of June 2011.

The objective of this evaluation is to assess ttldeaement of project’s objective, the affecting
factors, the broader project impact and the coutiob to the general goal/strategy, and the project
partnership strategy. The terminal evaluation fesuspecifically also on recommendations and
lessons learned that could be utilized in similajgrts in other countries of UNDP/GEF operation.

1.3Main conclusions, recommendations and lessons leath

The project has delivered remarkable results th@taique not only compared to other countries in
the region, but Europe-wide.

It introduced and established energy efficiency aslicy priority and as a practical tool for efige
housekeeping in the whole public sector in the tguimcluding local and county authorities, as lwel
as central government ministries and agencies. prbgect has implemented Energy Management
System covering practically all public facilitiels Croatia. The country became a leader in EMS in
public sector in Europe.

During project implementation and based on resuitspilot cities, the project has attracted
exceptionally high local cash co-financing that i@sfold of the GEF budget. The GEF funds served
as seed money, but it was the local funding thatiadly allowed country wide roll-out and
implementation of EMS in the whole public sector.

The project has completely changed the perceptiwh the business-as-usual practice concerning
energy efficiency in public sector. But it also ngad the awareness and attitude towards energy



efficiency in the whole society by its informatiaTampaigns, outreach activities and free energy
efficiency advisory services, targeting primaritetresidential sector.

More than 5 500 public authority officers, energgperts, including auditors, have been trained in
energy efficiency.

The results achieved and the impact the project delivered are evaluated more than Highly
Satisfactory.

These results would not materialize without thergirleadership and drive of the Project Manager
who combined international best-practice experienitle a detailed knowledge of the local market. It

was the newly appointed Project Manager who reddfiproject activities and included the EMS

component and focus on public sector in his InoepReport already in reaction to partly outdated
Project Document.

However, there still remain challenges and barteenergy efficiency in the country.

In response to the financial crisis, the MinistfyFinance has introduced an effective ban on new
loans in public sector. This ban even covers thady financed EPC projects, despite the facttthat
out-of-budget financing is particularly beneficidlring the period of public budget restrictions,
because it has no negative impact on public buddétis ban on EPC projects in public sector is
unfortunate especially in a country where operatesof the most successful ESCo companies whose
establishment and operation was assisted by thédViBank — the HEP ESCO. In response to these
restrictions, HEP ESCO had to cancel its activitiepublic sector and to focus on customers inmthe
commercial and industrial sectors. The only sodocdinancing energy efficiency projects in public
sector in Croatia is thus nowadays Environmentateetion and Energy Efficiency Fund — EPEEF,
which provides up to 40% subsidies for energy #fficy projects in public sector. (The remaining
investment is financed directly from budgets of lpuuthorities, and thus increasing their debt.)

In the residential sector there still exist key rigais that prevent practically any building level
investment in multiapartment buildings. There i4@0% quorum required for any building level
investment decision, including energy efficienay.eisting buildings, district heating bills areskd

on floor area of apartments and do not reflectaotumergy consumption, and building level heat
meters and individual heat cost allocators aramstélled (with some exceptions). The legislati@s h
been harmonized with the EU Directive 2006/32/ECenargy end-use efficiency and energy services
which requires “energy billing based on meteringfyoconcerning new buildings built after 111/2005,
but not concerning the existing multiapartment ding) stock.

A policy action is needed to remove these barriers.

The project implementation suffered from poorly idefl LogFrame, indicators and targets that
actually have been defined only after the mid-teewaluation. GHG emission monitoring and
evaluation plan and methodology has not been peepand established in time. Financial planning
followed the Atlas budget lines structure which slo®t allow monitoring budget and expenditures
per project activities; it was used for regularjpebreporting, but not as much for frequent opere
project control. This all means that the daily pobjmanagement was not as effective and flexible as
could have been if standard project managementfiadcial planning tools would be utilized.
Without utilization of such standard tools, it @®tmuch time-demanding and practically impossible t
have operational frequent control over the detdilsroject implementation and its status.



These negative factors bring down the overall ptogealuation to Satisfactory only despite the grea
results the project has generated.

Highly SATISFACTORY | Marginally Marginally Unsatisfactory
Satisfactory Satisfactory| Unsatisfactory

1.3.1 Recommendations and lessons learned

e« CO2 emission reductions should be evaluated olg@aebasis and based on actual metered
energy savings data at least annually over the perkdd when the project will continue with
local financing after the GEF project will be terrated.

* Good quality project identification and specificetirequires top-level expertise: knowledge
of international best practices, hands-on expeéemith similar projects in countries facing
similar development challenges combined with aidet&nowledge of local market situation
and understanding of specific local needs. The#ise cannot be offset by an extensively
long project development period. Top level inteioradl experts, not only experienced project
administrators should be involved in early stagesroject identification and formulation. Or
at least they should review these early brief mtojdeas before the costly process of full
project design is committed.

* Project indicators and targets must be SMART: SjpeciMeasurable/monitorable,
Achievable/attainable/attributable, Relevant/r¢ilind Trackable/time-bound. If they are
not, they have no practical use and create jusadministrative burden. Use experienced
external consultant if needed to define/review grbjindicators and targets. Avoid vague
indicators and indicators that are not measuralitdmthe project implementation period and
that indicate what should potentially happen in finire. Define indicators and targets in
required detail in a separate section of the Pr@)ecument if needed, do not rely only on the
limited space available in the LogFrame matrix. Hyein detail the methodology how to
monitor and evaluate/enumerate indicator achieviésranthe same time when indicators and
targets are defined. Define alternative indicatifreecessary. Use indicators and targets
(including additional indicators for specific subtigities) in daily project management — as in
any standard business, not only for formal repgrtin

» Clearly decouple the two LogFrame roles: proje@nping, approval, and reporting from
project daily management. Do not hesitate to usehmuider and more detailed activities (and
indicators and targets) description for projectiydananagement. Do not stay stuck to the
general level of detail used in the Project Docunh@gFrame matrix only.

« When selecting a Project Manager, focus on keyicalitsuccess factor: combination of
experience, qualification, hands-on knowledge ofstbénternational practices, deep
understanding of local market and conditions, adgireamism and drive. Focus on leadership,
not only on project administration.

« Keep the position of the Project Manager filled rowhe whole period of project
implementation, avoid situation when there is mgka formal head responsible for the whole
project implementation.
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e Structure financial plans and reports per individaraject activities. Do not use primarily the
Atlas structure for financial planning and dailpjact financial management.

e Utilize standard project management and financi@nmng tools when implementing
GEF/UNDP projects. Identify or develop suitabletsaire tools customized to specific UNDP
reporting needs, prepare and make available a bakdin GEF/UNDP project management
and develop a web-based training application ifegtananagement and financial planning.

« Consider potential strengthening of EPEEF enerdicieficy financing capacity and/or
establishment of a dedicated financial facility tthaould provide preferential energy
efficiency financing (subsidized loans and technissistance).

* Avoid supply-driven approach and mechanical refibca of projects successful in one
country to other countries. Focus on detail analg$ilocal demand and needs, as well as on
specifics of local markets and their maturity.

* When considering replication of the EMS projecteelsere, analyze in detail if the local
financial market is matured enough, if there isapacity in place to provide and absorb
commercial debt financing in public sector incl@iBPC, and if potentially available local
preferential financial instruments supporting EEeistment have sufficient capacity for the
scope of the EMS project.

* Prepare a brief policy paper with strong policyomemendations addressing critical barriers to
energy efficiency in multiapartment buildings andbjic sector. Advocate compulsory
decrease of the 100% quorum requirement on EE timesd decisions and compulsory
installation of building level heat meters and udual heat cost allocators that are in line
with ‘energy billing based on metering’ principlé the EU Directive 2006/32/EC on energy
end-use efficiency and energy services. Advocateval of the Ministry of Finance ban on
EPC projects in public sector and explain benefithis out-of-budget financing scheme with
third-party performance guarantees especially ifogeof public budget cuts.

« Plan in a project design for an adequate inaugurggériod between the official start of
project implementation (by a signature of the prbilocument) and its effective start which is
usually several months delayed.

» Provide a feedback to evaluators and make the gilotganal evaluation of GEF/UNDP mid-
term and terminal project evaluations availabléhtm.

Lessons learned are described in more detail ip@€ha.

11



2. Introduction

2.1Project history and background

The project idea has been initiated in mid 1990a lycal state owned Energy Institute Hrvoje Pozar,
which led a national stakeholder group, includialgvant institutions and NGOs. A Project
Development Facility PDF-B proposal has been apatdon 1998 for a development of a full project
document and financed by GEF. The Project Briefbeas submitted to GEF in 2000. The full
Project Document was endorsed by GEF CEO in Aug@@4, and signed by the UNDP and by the
Ministry of Economy, Labour and Enterpreneurshipadgxecuting Agency on December 17, 2004.
The national Energy Institute Hrvoje PoZar wasiogtly designed to serve as an Implementing
Agency, however this was changed after the appmiatoject Document and UNDP acted as the
Implementing Agency.

In February 2005 UNDP announced a vacancy for ggrananager position, who took his office in
July 2005, when the project implementation effesd{istarted. The first disbursement of funds took
place on August 1, 2005. The project was origindéigigned to last four years from December 2004
till December 2008. The Steering Committee Meef®@M) held on November 2, 2005 approved a
no-cost extension till the end of June 2009, sbdlfall four-year operational period for project
implementation would be secured (July 2005-Jun@00 the 2008, the Steering Committee
Meeting held on July 21, 2008, approved a one-gearost extension of the project till June 30, 2010
The final additional one-year no-cost extensidritine 30, 2011 was approved by John O'Brien,
Regional Technical Advisor, UNDP BRC in January 20T he total project implementation period is
thus 6.5 years (including a half year period betwaféicial and actual project start). The extended
implementation period reflected expanded scalé®ptroject covering implementation of the EMS in
practically whole public sector in Croatia.

The project development objective has been desitpigdduce Croatia’s greenhouse gas emissions
by supporting the implementation of economicalhsiigle energy efficiency technologies and
measures in the residential and service sectdraimediate project objectives were defined to
overcome general institutional barrierat local/regional level to promote energy effiggno
overcome barriers to improving energy efficiencyasidentialandservicesectors and tofacilitate
effective replicationand utilization of project results

Specifically, the original project document planriedthe following key project components and
activities:

1. General institutional barriers at the local/osgil level

1.1 Training of local energy experts to serve asg@nadvisors
1.2 Strengthening local authorities to promote gyefficiency and to help later
establishment of regional energy centers

2. Residential sector

2.1 Increase public awareness of energy effici¢éaclnologies and measures by
information campaigns
2.2 Implement pilot Compact Fluorescent Lamps (Cflyketing campaign and large-

scale sale of subsidized CFLs in Istria region (200 pieces)
2.3 Replicate the CFLs campaign in other regidribecountry

12



3. Service sector

3.1 Information dissemination, marketing campaigng energy audits to raise awareness
of public and commercial building owners/managers

3.2 Training and support of local energy experts laanks to develop, implement and
operate bankable energy efficiency projects, wittial focus on hotels

3.3 Develop a pipeline of bankable energy efficiepimjects; provide technical assistance
and financial incentives for energy audits andifelty studies (Project Development
Fund — PDF)

3.4 Implement Partial Guarantee Facility (PGF)atilitate financing of energy efficiency
projects by risk sharing

4. Replication of project results

4.1 Development of Project Monitoring and Verificat Protocol (PMVP) and monitoring
of GHG emissions reductions of implemented projentduding training and meter
installation if needed

4.2 Project evaluation, GHG emission reduction ysigs] development of a final project
report on project results, experience and lesssarsaéd, and information
dissemination seminars

The original focus of the project was very muchpoomoting CFLs , developing a pipeline of EE
projects for investment, and on implementing thgdat Development Fund and the Partial Guarantee
Facility. The original project logical frame (idet list of project objectives, outputs and acteg}iis
shown in Annex 1.

The project was designed in the Project Documertiaee a total budget of 13.05 million USD
(without PDF-B), which combined a GEF cash contiidi of 4.39 mil USD, private sector cash
contribution of 7.99 mil USD (in a form of equitgredits, and loans), and 0.67 mil USD in-kind
contribution from the Government of Croatia.

The PDF-B facility used for development of the padjdocument had a total budget of 375,880 USD,
of which GEF cash contribution was 200,880 USD, am#ind contribution the Government of
Croatia was 175,000 USD.

Associated financing was designed to be providenhfthe Government of Norway in an amount of
150,000 USD.

2.97 mil USD, ie. 68% of the 4.39 mil USD GEF butldmave been originally designed to support
three project components, of which: 2 mil USD weesigned for Partial Guarantee Facility, 0.5 mil
USD for a Project Development Facility, and 0.4T7 48D were designed for CFL sales guarantees
and marketing campaign.

2.1.1 Changes in the project design

2.1.1.1 Inception Report
Shortly after the project signature, the Ministfygazonomy decided to change the Implementing
Agency, and instead of the Energy Institute HnpZar, the UNDP office in Croatia was designated
to serve as the project Implementing Agency. Agebjnanager was hired, who authored an Inception
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Report in mid 2005. The Inception Report specifiedetail the planned implementation activities and
changed considerably the project implementation.pl&e Inception Report includes updated list of
outputs and activities, revised budget allocatéord a revised LogFrame including success indicators
and intermediate benchmarks (targets). The follgwirain changes to the original Project Document
were approved by approving the Inception Repatti@iSteering Committee Meeting (SCM) held on
November 2, 2005:

1. The subsidized CFL marketing and sales project compt was removed, due to already
significant decrease of CFL price on market in @eo@'he ProDoc stated its goal “.. if the
price of CFL could be reduced from current US$t@.&pproximately US$ 4-5, ... than
people will be willing and able to pay..”. The 20@%irket survey showed CFLs from different
producers are widely available on the market withaaly significantly reduced price of USD
1.3-6.6.)

2. Instead of focusing on CFL technology primarilye flocus of project activities was redirected
to an integrated approach towards higher energgiexity in buildings according to recent
EU legislation. The budgeted 0.3 mil USD sales slyo®r CFLs was suggested to be frozen
until the mid-term evaluation and potentially toreallocated to other project activities.

3. In the service sector, the focus of the project ev@nged to public buildings mainly, but not
excluding commercial sector and hotels

4. The geographical focus of the project on Istria Rijeka regions as demonstration zones was
extended to the whole country, including the caarital regions with colder winters.

5. The focus of Partial Guarantee Facility was extdrfdem service sector also to residential
sector, due to its higher share on total energguwamption

A new facility energy management project componea designed, covering state owned and
municipally owned public buildings, whereby the @aovment will take initiative to improve
efficiency of its own building stock (“House in Qnd and “SGE” projects).

A new revised project LogFrame (ie. list of objees, outputs and activities) as approved in the
Inception Report is shown in Annex 2. It redefimedject outputs and activities, the project
development and immediate objectives remained unysth

2.1.1.2 Mid-Term Evaluation
A LogFrame has been defined including revised datpnd activities and newly defined indicators
and targets based on recommendations of the 208+Tktim Evaluation report, and was approved by
a Steering Committee. The LogFrame is shown in Arfén terms of activities, the main following
changes were approved:

» Creation of the Energy Management System for putlitdings (of both local and central
government)

« Development of local Energy Plans (energy efficieimvestment plans)

« Instead of tender for EE technologies, installabbiEnergy Corners, exhibits of energy
efficiency solutions in Do-It-Yourself retail chanincluding marketing campaign

» Development and distribution of information on tgdimodel EE measures/projects, instead
of results of pilot CFL projects only

« Provision of advisory service for residential set¢tofacilitate development of a project
pipeline

« Extension of the Partial Guarantee Facility alsarésidential projects

» Provision of technical assistance to commerciakban
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The original budget, including the unused CFL saldssidy, was reallocated accordingly to new
revised project activities.

2.1.1.3 Annual Work Plans
Annual Work Plans (AWP) approved by the SCM spedifome activities in more detail and
designed also several new activities as well asogputs.

Main additional activities/outputs described in AgvRclude:

» Energy Strategy for Croatia — AWP 2007 (50 kUSD U450 kUSD)

* Project proposal on the Mechanisms for Croatiaotaply with Kyoto protocol targets and to
participate in voluntary Carbon trading develope®A/P 2007 (UNDP 25 kUSD) — financed
from a separate UNDP fund

* National Human development report (NHDR) “Socio+smmic impacts of Climate Change in
Croatia” - AWP 2008, 2009 (UNDP 100+37 kUSD) - fioad from a separate UNDP fund

* Implementation of the House in Order program, cioxepractically all state-owned buildings
in the country, and creation of the country-widgister of public buildings, and design,
implementation and operation of the Energy Manage8gstem in cities and counties (incl.
frequent energy meter data reading) — AWP 20090 201

* National 3-year information and education campa#ggeted to residential sector financed
from local co-financing

* Assistance to the national Government in preparaieergy efficiency by-laws and
regulations — AWP 2010 (GEF 150 kUSD)

2.1.2 Country development context

The 15 year period from the formulation of thetfipsoject idea in 1997 till the completion of proje
implementation in 2011 witnessed enormous chamg€soatian policy and economy. In early 1990s
the country was heavily affected by the break-uphefformer socialist Yugoslavia and the following
Balkan war. Thus in 1990s, energy efficiency watsamoa political agenda at all.

At the time of the project approval in 2004, theiaiion in energy efficiency in Croatia was stiflry
immature. Simple and common energy efficient tetdgies and appliances were available on the
market, and especially the inexpensive ones wereialplemented (such as CFLs), however more
complex and specifically building-level energy eiéincy measures have not been typically
implemented, especially in the residential andisefgublic sectors. The state fund EPEEF has been
just established and started to provide preferdimi@ancing and subsidies for projects, including
energy efficiency projects, in 2004. Commercialtdetancing in residential and service/public
sectors was still rather immature, and rarely ced@mergy efficiency projects. Local knowledge and
experience with developing bankable energy efficygorojects was still very limited/non-existent.

Today, the country is an advanced EU candidate atixgeto become a full EU member in a near
future. Also the situation in energy and energycefficy sector has changed significantly over this
period, and it is no surprise that these changfiseinced also the actual project implementation.
During the project implementation the project dtitté have been actively redefined and adjusted to
better reflect actual needs of the country. A fdiand truly adaptive project management helped th
project to work effectively towards original profegoals and objectives, although some of the
originally planned key project components (CFLsHp@irned out not to be relevant and usable, since
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the situation in the country and the project conteas changed significantly compared to the first
formulation of the project idea in 1997.

2.2Purpose of the evaluation

This terminal evaluation has been performed oncaigst of the UNDP country office in Croatia,
which served also as a project Implementing Agefiicis a mandatory requirement of all UNDP
projects. The terminal evaluation mission took elac March 2011, three months before the final
completion of the project which is scheduled tastinat the end of June 2011.

The objective of this evaluation is to assess ttldeaement of project’s objective, the affecting

factors, the broader project impact and the coutiob to the general goal/strategy, and the project
partnership strategy. It also provides the basisldarning and accountability for managers and
stakeholders and for providing important lessoasned which can be applied to the design of future
UNDP projects which aim to remove barriers to epefiiciency.

According to the GEF and UNDP/GEF Monitoring & Bvatlion Policies, the 2009 Handbook on
Planning, Monitoring and Evaluating for Developmd®ésults, the terminal evaluation has four
objectives:

i Monitor and evaluate results and impacts;
Analyze and evaluate effectiveness of the resultsiapacts that the project has
been able to achieve against the objectives, wrged indicators stated in the
project document;

il. Provide a basis for decision making on necessagndments and improvements;
Assess effectiveness of the work and processegtakde by the project as well
as the performance of all the partners involvetthéeproject implementation;

iii. Promote accountability for resource use;
Provide feedback and recommendations for subsequecision making and
necessary steps that need to be taken by the ahstekeholders in order to
ensure sustainability of the project’s outcomesitssand

iv.  Document, provide feedback on, and disseminatetasdearned.
Reflect on effectiveness of the available resous® and document and provide
feedback on lessons learned and best practicesageddy the project during its
implementation.

2.3Key issues addressed

The following key issues have been addressed iteth@nal evaluation:

Relevancef the project with national development priosti@nd its appropriateness,
Effectivenessf the development project and partnership stieseg

Contributionand worth of the project to national developmerdrgies

Key drivers and success factoesabling successful, sustained and scaled-up aaweint
initiatives, alternative options and comparativeaadages of UNDP
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Efficiency— cost-effectiveness of funds spent to reach prajgjectives and results
Risk factorsand risk management strategies
Sustainability- level of national ownership and measures to ecdaational capacity for

sustainability of results
Impactof the project implemented on human development

2.4Methodology of the evaluation

The methodology used for the project terminal eatidin was based on the UNDP/GEF Monitoring &
Evaluation Policies, key evaluation objectives asties addressed as described above.

The actual evaluation consisted of the following garts:

l. Project documents review

Prior to the evaluation mission to Croatia key pcbjdocuments were sent to the evaluator for
home-based review. The reviewed documents incluthed original project document,
inception report, mid-term evaluation report, Pcojenplementation Reports, minutes from
the Project Steering Committee and Project Boardtimgs, project web-site and documents
concerning three particular project activities: P&fhe HBOR, and HiO and SGE programs.

1. Evaluation mission and on-site visits

During the actual evaluation mission in Croatia tealuator has interviewed project
management team and other project stakeholders.

- Project management presented the project contejeagb activities and
achievements, main issues that have been addrebsedjes in project design,
problems with implementation and ways how suchessuvere addressed. All
project deliverables were presented for review.

- Additional information was collected ad hoc andieaxed, including AWPs,

budget forms, consumer surveys, marketing stratgrgy audits, all project
publications and handbooks, additional detailshenBEMS and HiO and SGE

programs, and on Project Development Facility — PEEE Strategy and Master
Plan, review of energy prices.

- Interviews with key project stakeholders.

- Interviews with representatives of entities thatvided co-financing and which
directly and indirectly interacted with the project

- Site visits to three municipalities in the courdiyd several governmental
institutions/ministries that implemented project.

M. Ex-post collection and clarification of additionahformation

During drafting the report the evaluator collectettiitional information and clarification from
the project management team.
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IV.  Circulation of the draft evaluation report for coments

V.  Finalizing the report, incorporation of comments

2.5Structure of the evaluation

This terminal evaluation follows the structure bEtterminal evaluation report as specified in its
Terms of Reference and according to the evaludtamplate of the 2009 Handbook on Planning,
Monitoring and Evaluating for Development Results.

A specific attention and focus have been paid écetlaluation of an implementation of
recommendations of the mid-term evaluation, arlddsons learned and recommendations applicable
also for other GEF/UNDP energy efficiency projantsther countries and regions of operation
dealing with energy efficiency.
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3.

The Project and its development context

3.1Project start and its duration

Theproject development phatested more than 8 years until the project documes signed — an

1997

1998

2000

2001

2004

exceptionally long period, especially for a projewit was originally planned to last 4 years.

The project idea has been initiated in midos94 first project concept was prepared in May
1997.

PDF-B proposal approved in May.
The Project Brief has been submitted to GEFagproved in November.
Preparation of the Project Document startdeelwruary

The full Project Document was endorsed by GEP in August 2004, and signed by the
UNDP and by the Ministry of Economy, Labour anddtpteneurship as an Executing
Agency on December 17, 2004. The project officiatlyrted by the signature of Project
Document.

Project implementatignoriginally planned to last 4 years, has beenreldd due to the expanded
scale of the project, and lasted in total 6.5 yehestotal GEF budget remained unchanged.

2004

2005

2007

2008

2011

December 17 — formal beginning of project enméntation

Project implementation operational kick-off.July 2005 the project manager was hired and
project implementation factually started by devéigpan Inception Report. In October 2005

the project became fully operational. The firstodisement of funds took place on August 1,
2005. The first meeting of the Steering Committmsktplace in November 2005 and approved
the Inception Report.

Project Mid-Term Evaluation took place.
December 2008 was originally designed as droeproject implementation.

After three no-cost extensions for additidmal and half years, the June 30, 2011 is the final
date of completion of UNDP/GEF project implemematiMarch 2011 — terminal evaluation
mission in Croatia.

3.2Implementation status

The GEF project is scheduled to be terminated bg B0, 2011.
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The project has attracted substantial amount @fl log-financing which is planned to be disbursed by
2013. The overall, full implementation of two prajeeomponents — House in Order and SGE which
will be 100% locally financed — is thus planned®&fully accomplished by 2013.

During the terminal evaluation mission, held in BtaR2011, several GEF project activities (project
results monitoring based on the updated EMIS soéwaroject final report) were still under
implementation and were planned to be finalizedhgyend of the project at the end of June 2011. For
example a new version of the EMIS software was uddegelopment and it was finalized and put on-
line and implemented in May 2011; on Juriewias held a public presentation of the new versibn
the EMIS software and its functionalities at thenidiry of Economy.

Implementation of EMS will continue even after GR#oject termination and will be fully financed
from local sources of EPEEF-.

3.3Problems that the project seeks to address

The problems to be addressed by the project weasntifibd in the Project Document and were
specified as follows:

(a) lack of awareness and information of the differmd user groups on the available energy saving
technologies and measures and their financial isnef

(b) weak institutional framework to initiate and suggmojects, public outreach and other activities
related to energy efficiency and environmental geoon;

(c) high up-front costs of energy efficiency investnsgrombined with the limited financial resources
of the targeted end user groups to invest on ereffgyency on their own;

(d) lack of experience and capacity of the local stalddr to develop “bankable” EE projects and to
take energy efficiency (EE) aspects otherwise atmount in planning;

(e)lack of capacity and resources of the owners/opesatf the public and commercial buildings to
work on energy efficiency in addition to runningeithcore business;

(f) lack of local capacity, information and experientestablishing and operating new institutional
and financial mechanisms such as Energy Servicep@oims (ESCOSs) or utility driven demand side
programs to develop, finance and implement eneffgyiency projects;

(9) lack of local experience and capacity to succelysimplement EE projects; and

(h) lack of experience and high perceived risks ofitkeal financing institutions to finance energy
efficiency projects, which in combination with tbenservative lending practices of the Croatian
banks in general effectively hamper the possieditio obtain financing for EE projects;

3.4Immediate and development objectives of the project

The project was designed to remove key barriemptementing energy efficiency in residential and
service sectors in Croatia.

The definitions of development objective in thegoral project document were not fully consistent,
and the wording was slightly different in differgdrts of the project document.
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The development objective was defined as:

“Reducing Croatia’s greenhouse gas emissions lppsrtiing the implementation of
economically feasible energy efficiency technokgied measures in the residential and
service sectors” (page 27, ProDoc)

“Reducing Croatia’s greenhouse gas emissions byoxéng barriers to and leveraging
financing for the implementation of economicallgsible energy efficiency technologies and
measures in the residential and service sectorsi@nVIll, Planning Matrix, page 70,
ProDoc)

The Project Document defined four immediate obyestiRenamed to Outcomes after MTE based on
its recommendations):

Immediate Objective 1:
“Overcoming the general institutional barriers the promotion of energy efficiency”

Immediate Objective (Outcome) 2:
“Overcoming the barriers to improving the energfi@éncy of the residential sector”

Immediate Objective (Outcome) 3:
“Overcoming the barriers to improving the energfi@éncy within the service sector”

Immediate Objective 4:
“Facilitating the effective replication/utilizatioof the project results and lessons learnt”

Based on recommendations of the MTE, the projegFtame has been reconstructed. The Project
Goal has been formulated and included also ar€@uctiortarget from the Project Brief:

Project Goal:
“Removing key barriers to the implementation of entnally feasible energy efficiency
technologies and measures in the residential andaesectors in Croatia, thereby reducing
their energy consumption and associated greenhgasemissions by 2 Mton O
cumulatively by 2020”

Development Objective was specified to focus otdinugs:
“Reducing Croatia’s greenhouse gas emissions byostipg the implementation of
economically feasible energy efficient technologied measures in residential and service
sector buildings

The four original project Immediate Objectives werramed to Outcomes and remained unchanged.

3.5Main stakeholders

The project involved an extensive range of locakeholders and beneficiaries, including:

1. Ministry of Economy (MINGORP)

2. Croatian Bank for Reconstruction and Developme®B@R)

3. Local commercial banks

4. Environmental Protection and Energy Efficiency FUEBREEF)
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World Bank

HEP ESCO

Chamber of Commerce

All of 127 Croatian municipalities

All of 20 Croatian counties

10. Practically all Croatian central government Mirniesrand state-owned facilities

11. Local NGOs

12. Vendors of energy efficient technologies and materi

13. Local energy service providers, engineering andggneonsulting companies and experts
— energy auditors

14. Local media

15. Residential apartment and house owners

16. Commercial and public buildings owners and managers

17. Training providers — Universities of Zagreb, SpRjjeka, and Osijek, and Energy

Institute Hrvoje PoZar experts

©oNo O

3.6Results expected

The main expected end-of-project results, as Spediy objective and outcomes indicators in the
original project document, were defined in a vagiag and were rather soft, with no specific targets
and baselines. These original indicators included:

The demand for energy efficient equipment and gtsjshow an increasing trend
Increasing leveraging of financing for EE investiisen

Regional and other public authorities taking alivaatole in promoting the energy efficiency
investments

The demand for energy efficient equipment and ptsjshow an increasing trend in the
residential sector

The demand for energy efficient equipment and ptsjshow an increasing trend in the
service sector

The activities are replicated at the national asdapplicable, regional level

Indicators for several specific outputs were accamngd with measurable targets:

Increased awareness of available energy efficaaftriologies and measures applicable in
residential and service/public sectors

A successfully conducted pilot marketing and subeidl sales campaign to promote the
purchase of the CFLs in residential sector (at|1#88 00 CFLs sold during the pilot
campaign), and the campaign replicated to otheomsgand technologies

A pipeline of at least 10 “bankable” energy effitdg proposals fully developed for
submission for financing

The 2 mil USD Partial Guarantee Facility establisbad in operation. At least USD
7,500,000 worth of additional resources leveragedihergy efficiency investments.

A system with trained personnel for monitoring GE@ission reductions of demonstration
projects in place

Workshops and other public outreach activities oizgd at the national and regional level to
discuss and disseminate the project results, csiocls and recommendations

Final project report published and disseminatatie@national and regional level.
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The planned end-of-project results and activitigacHfied in the original project document LogFrame
were significantly updated and revised both in Itieeption Report, and especially after MTE based
on its recommendations.

The final revised LogFrame, updated based on re@ndations of the MTE report, specified £0
emission reduction targets, updated and increageh\Eestment targets, specified targets in terms of
increased awareness and penetration of EE techiaslag both residential and service sectors, and
defined also specific project outputs and actisitie

The overall objective of the project remained thme, namely to reduce greenhouse gas emissions in
Croatia by supporting the implementation of ecormathy feasible technologies and measures to
improve energy-efficiency in the residential and/aee sector buildings.

The final revised end-of-project results, indicatand targets as specified after the MTE were défin
as follows:

Project objective: Reducing Croatia’s greenhousesganmissions
Indicator 1: Direct CO2 emission reductions asslt of project-assisted investments

Target 1: Investments leading to 15 kton CO2 ennssavings by the end of project

Indicator 2: Indirect CO2 emission reductions agsult of project activities targeting a
wider audience

Target 2: Indirect emission savings amounting SoMton by 2020

Outcome 1: Overcoming the general institutional lvears to EE

Indicator 3: New investments in energy efficientlarse technologies in buildings as a
result of project investment support

Target 3: Investments for project-endorsed EE measin buildings of USD 2.5 M at
mid-term and USD 7.5 M by end of project

Output 1.1: Enhanced capacity of the regional atitles to promote energy efficiency in buildings

Indicator 4: Regional and other public authoritese established an energy management
system and use this to promote EE investments aacumnes
Target 4: Mid-term target: 1 authority; end of jgijtarget: 5 authorities

Outcome 2: Overcoming barriers to improving the egeg efficiency of the residential sector

Output 2.1: Increased public awareness of the abddl energy efficient technologies and measures
and their benefits to the consumers

Indicator 5: Household awareness of availabilitg doenefits of EE lighting, appliances
and equipment

Target 5: 95-100 % of households aware of avaitgbtdf EE products and their
benefits

Output 2.2: Successfully conducted marketing cagmpt promote the purchase of energy efficient
products
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Indicator 6: Number of households that have puretiaEE lighting, appliances or
equipment in the last 12 months

Target 6: 54 % of households have purchased a ®&H_,appliance or insulation
material in last 12 months

Output 2.3: Successfully developed and demonstifatadcial and/or other mechanisms to support
investments in the energy efficiency of residebtigidings by their owners

Indicator 7: Number of mechanisms developed andotstrated
Target 7: 2 mechanisms developed, 1 successful mEnation

Outcome 3: Overcoming barriers to improving the egg efficiency within the service sector

Output 3.1: Increased awareness of the owners ef ghublic and commercial buildings on the
available energy efficient technologies and measure

Indicator 8: Hotel and public building owner awagss of availability and benefits of EE
lighting, appliances and equipment

Target 8: 37% of hotel owners & public building ragers aware of availability of EE
products and their benefits

Indicator 9: No. of hotels and public buildingstthave purchased EE lighting, appliances
or equipment in the last 12 months

Target 9: Y + 10 % of hotel owners & public buildimanagers have purchased a CFL,
EE appliance or insulation material in last 12 rhent

Note:Y corresponds to a baseline value, Y has not beemerated though; target was designed to be
increased by 10% (or by 10 pp - percentage points).

Output 3.2: Successfully developed and demonstifatadcial and/or other mechanisms to support
investments in the energy efficiency of servicwséeildings by their owners

Indicator 10:  Number of mechanisms developed andabdstrated
Target 10: 2 mechanisms developed, 1 successfldmgnation

Outcome 4: Facilitating the effective replicationtilization of the project results and lessons learn

Output 4.1: Enhanced government capacity to piimgitand implement targeted activities to promote
energy efficiency

Indicator 11:  National energy efficiency stratetpveloped and operational
Target11: Mid-term target: strategy developed; efigroject target: operational

Output 4.2: A system for monitoring the GHG emissexuctions of the proposed pilot/demonstration
projects in place

Indicator 12: Energy and CO2 emission monitoring pobject impact (established and
operational)
Target 12: Monitoring system established and opmrak
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Output 4.3: Project results, experiences and lesslearnt documented and disseminated at the
national and regional level

Indicator 13:  Project results widely disseminated discussed with stakeholders
Target 13: see indicator — no specific targetraefi
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4. Findings

With appointment of the Project Manager at the tueigig of the project implementation, the project
received a new impulse and changed significandyptioject focus, several activities and outputshav
been redefined and changed; however, the origidakygned project goal and objective remained
unchanged.

The extensive international experience and dynaristine Project Manager, Mr. Zoran Morvaj, was
crucial. As a Croatian by nationality, he was faanilvith and understood well local market and its
specifics, and his professional career in Westemofie and world-wide provided him with a detailed
knowledge of state-of-the-art best practice in gnefficiency and market transformation. This
combination of the best international experienagiasider’s insight was unique and critical for
project successful implementation.

The revised project focus was very simple but eluci

Public sector owns a large stake of energy congyfaicilities. Public authorities are known for
imposing duties and regulations, including thosaceoning energy efficiency, on others. But public
sector, as a large owner of buildings and largeggneonsumer, can act also as an example for gthers
and lead by example.

The core of the revised project approach couldhagacterized by a motto: “Public sector - a leading
energy efficient housekeeper”.

The project developed and implemented two locatigirficed national energy management programs
for public buildings, namely one program for mupadiand county owned buildings (SGE program),
and a program focused on state owned buildings $elauOrder).

4.1Project Formulation
4.1.1 Conceptualization/design

The initial project idea has been formulated 15y@ago. Since the late 1990s Croatia has expedence
a substantial changes and development, both icypaind economic terms. In the meantime, the
situation in the energy and energy efficiency mahkes changed significantly as well. In 2003 Cipati
has applied for the EU membership, and since 200&ad9 been harmonizing its legislation with EU
acquis communautaire. Currently 29 out of 33 chaptave been closed, including Environment and
Energy chapters. One could expect that the eneffigieacy barriers, problems and priorities
identified in the 1990s might have changed conalalgrsince that time. From this perspective, the
main project goal and objective (removing barrieremplementation of economically feasible energy
efficiency measures in residential and serviceasstsurprisingly did address problems that were
critical for energy efficiency development in theuatry over this whole period - because the
definition of project goal and objective has beenrfulated in quite a general way. Project actigitie
and outputs have been redefined accordingly teceéictual needs and priorities.

The project was focused to address mainly resialeatid service/public sector, and the main project
components, as defined in the original Project Daeot included:
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1. Information dissemination, awareness rising andaciyp building to increase capacity of
buildings/facility owners in residential and pulidiervice sectors to identify and develop
bankable energy efficiency projects (includingrinag of energy auditors)

2. 0.5 mil USD Project Development Fund to financeefemergy audits (potentially to be paid

back after project implementation)

0.3 mil USD subsidized scheme for sale of 100 0B0d0 residential customers

4. A 2 mil USD Partial Guarantee Facility to attracbmomercial finance for project
implementation

w

The CFL subsidized sale project component has ledierinated in the Inception Report already,
because the CFL price has dropped significantlyesthe project design period, and there was no need
any more to focus on CFLs only. Instead, the ptofecus has been redefined to include all
technically proven and economically viable EE teathgies.

Other project components have been implementedtendesign of its specific activities have been
further changed and updated during implementation.

The identified barriers to energy efficiency argtdd in the Chapter 6.3 “Problems that the project
seeks to address” reflect typical barriers to enefgciency in countries with economies in trarsit

in the CEE region, and are assumed to be fullywagikin the Croatian context in that time. However,
the original project design did not take into acaatuthe following critical barriers and issuerelated
with proposed project interventions:

1. A basic economic barrier to implementation of egezfficiency projects in residential sector are
subsidized energy priceslthough price (de)regulation is responsibiliytbe government, and it
cannot be directly influenced by the project, thésrier has not been identified, nor addressed
during project implementation properly (for exampiea form of a clear policy recommendation).
The Croatian government has adopted and startedpiement a plan to increase gradually the
residential energy prices and to remove (crossiadigss however in 2011 the residential prices of
electricity and natural gas are still somewhat £®sbsidized.

2. A critical barrier for implementing any buildingvel energy efficiency measures in
multiapartment buildings, where practically all #pgents have been privatized and are owned by
individual tenants, is eequired 100%quorum for investment decision makinig multiapartment
buildings. The experience and lessons learned ttbrar countries in the CEE region is crystal
clear:there is practically no investment in building-leienergy efficiency in countries where
this 100% quorum requirement is in placé&\nd only in those countries, where this quorura ha
been decreased by a law, a building-level investroan materialize on a large scale. In the case
of the Czech Republic, this quorum has been deedebyg law from 100% to 75% in case of
Housing Associations; in case of Housing Coopeestigr commercial entities, the situation is
even simpler: simple majority decides (in some saseen the majority represented at the
assembly). It is worth to note that this decisiaaking process does not influence only building-
level energy efficiency investment, but any buigievel investment, including major
reconstructions etc. This barrier has not beentiiiksh nor addressed. The current situation in
Croatian residential market illustrates this catidbarrier: only investments on individual
apartment level do materialize on a larger scalehl(ss replacement of windows), and only very
limited and exceptional activities and investmeatédrbeen made on a building-level, where all
tenants would have been required to agree on thestiment and financing. (No such case has
been identified where the whole facade of the whaliéding would be retrofitted in more energy
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efficient way, only one multiapartment building hlasen identified where the whole building
facade has been repainted, however with no endfiggjeacy measures implemented, and only
one part /one entrance/ of the multiapartment, isntitance building have been identified, where
all tenants replaced windows).

Multiapartment buildings especially in larger cstiare often supplied by district heating. As of
today, building-level heat meters have not beetalies! in all cases yet. In some cases heat meters
are installed only at the substation, which sugphieat to several multiapartment buildings. In
general, no heat-cost allocators are installed ef@xéor new buildings and several cases of
existing buildings). There i:mo regulation requiring installation of heat-cost llpcators in
existing multiapartment building stock (buildingsiilb till 2005). In other words, the heat
consumed is billed based on square meters of #enagnt, and does not reflect actual individual
heat consumption. The experience from other CEtc@s is again straightforward: without a
national legislation requiring compulsory instatiat of heat-cost allocators (and building level
heat meters) also in the existing multiapartmeiitdg stock, there is no economic motivation to
implement any heat-savings measures. The samegipliwater meters. Energy billing based on
actual energy consumption is required also by tbeCHrective 2006/32/EC on energy end-use
efficiency and energy services. In article 13 aysthat: Member States shall ensure that, in so
far as it is technically possible, financially reamble and proportionate in relation to the
potential energy savingginal customersfor electricity, natural gasdistrict heating and/or
cooling and domestic hot watare provided with competitively priced_individuahetersthat
accurately reflect the final customer's actual egyeconsumption.”,. and that Member States
shall ensure that, where appropriateilling ... is based on actual energy consumptiorhe
governmental action is required to transpose thextive into national legislation, and to impose a
requirement of installation of radiator-level heast allocators also for the existing building
stock. It is worth to say, that even before thisnést Metering” Directive was implemented, the
billing based on individual energy metering (origaolr level heat-cost allocators) was not only a
best practice, but in most cases in most EU camtiypically a common, business-as-usual
practice.

The original project scope was rather ambitiougeinrms of timeframe available (4 years) for
implementation of all its goals; this relativelyoshperiod would not provide enough time to first
develop sufficient awareness and demand for eneffigiency projects, capacities to develop
bankable projects, and subsequently to train anelde capacities of local banks to finance
energy efficiency projects. Each of these actisiti® rather time-demanding and would require
multiple consecutive years for successful implemgon. Parallel implementation of these
activities would still have limited impact withirodir years as originally planned. Also it took
about a half year period between the Project Dootimas signed and Project Manager hired.
From this perspective it has been beneficial ferhoject that the project implementation period
has been extended for another two and half yeakinm@ a six and half project from the outset.
But still the Partial Guarantee Facility was notassful and did not provide the expected results
in terms of leveraging commercial financing. A maueoper timing for establishment and
operation of such or similar financial facility nhigbe more suitable. It might be more suitable if
PGF were operational only as “late” as this yeardoring next coming years, when there is
already an energy management system in place dgewneEE investment project proposals in
public sector. In the design phase, it was notn@dnfor aproper subsequence of key activities
nor did the original time-frame providrufficient time for development and implementatiarf
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all key activities The original project proposal was ratharpply driven the focus was on
technology (CFLs) supply, and on supply and dejiverfinancial sources, however not sufficient
time was planned to develop the demand first -atiity and competence to identify and develop
bankable EE projects. Any advanced financial fac{such as guarantee facility) also requires the
financial market (banks and clients) to be devealopeough so that debt financing would be a
standard financing tool in the country. The primargblem of the countries in the region with
economy in transition is often not a lack of fineag; which is often reported as a key problem,
but lack of bankable EE projects and hesitancystoaommercial debt financing.

. The subsidized scheme for dissemination of 1000B0s reflected the situation in mid 1990s,

when this technology was new and expensive. Byatttaal start of project implementation in
2005 (but also by the time of GEF approval of thajgrt in 2004 already) the price of CFLs has
already decreased significantly (from 7.5 USD t®-1.6.6 USD) and became fully affordable. It
was only appropriate that the Inception Report gaced this market development and suggested
to refocus the project activities and to elimindte CFL campaign. It should be noted that the
CFL technology today does not represent the sfatieesart technology anymore and more energy
efficient lighting technologies are available oretmarket (such as LED lamps, etc.) This
illustrates the risk and limited sustainable impzEfdiechnology supply driven approach.

During the project document approval process, thissSGEF Council member raised a concern
that “the supply driven approach, mainly product basedfiggent lighting, efficient burners,
etc.) is likely to be of limited impatt This concern proved to be fully valid, howeviinvas not
properly reflected in the revision of the originabject document, nor was it taken into account
when endorsing the project by the GEF CEO. In ganeupply driven projects (including supply
of financial services) have typically limited sussef they do not meet with sufficiently developed
demand based on detailed knowledge of local madeteloped awareness and capacity to
develop bankable EE projects, and capacity tozatitlebt financing. An integrated approach,
should it be successful, requires also multipleryyéar proper development and establishment of
financial tools, and it requires also right timifgr implementation according to the level of
market development. Financial support mechanisnuldhbe tailored to specifics of selected
market segment and its readiness to absorb debitdimg. Guarantee fund is suitable perhaps for
industrial customers, small commercial businessES§Mbut not so much for public and residential
sectors. The financial support mechanisms showjdire also as little additional paper work for
clients as possible.

. The Project Development Fund originally designedceoer 50% of up-front costs of energy
audits seemed to be an effective tool motivatinglitg owners to develop energy efficiency
projects. Facility owners are typically very relt to pay for (relatively small) project
development costs. However, the envisaged revolRiDg fund would require certain amount of
additional paper work, and the grant provided wddge to be repaid back in case of securing
financing for project implementation. Based on mperience from other countries, this scheme
would attract little interest of potential investorThis was recognized also during the project
implementation and the PDF facility was transforrteedrant 100% financing for energy audits in
public sector, while energy audits in residentedter were replaced — due to lack of interest - by
less costly advisory services.
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8. The 2 mil USD Partial Guarantee Facility PGF wasigiged as a major component of the whole
project, it was supposed to consume almost 50%eofvhole GEF budget. In addition to this, the
UNDP/GEF part of PGF was designed to be implemeatetifinanced jointly with another GEF
financed project implemented in Croatia by the Wdhnk (WB project name and IQroatia —
Energy Efficiency Project, PO71461The Partial Credit Guarantee (PCG) componenthef
World Bank/GEF project was designed to provide hi? USD for financing of the Credit
Guarantee (of total 7 mil USD GEF grant) and tovjate technical assistance. Although the PGF
facility was designed in consultation with the WibBank and the local development bank HBOR,
in my opinion it did not reflect the up-to-date exignce with financial facilities available in that
time (early/mid 2000s). Guarantee facilities regquather advanced credit markets, where there is
already a sufficient demand for debt financing, exignce with project financing, and sufficient
capacity to identify and develop EE bankable pitsjgenergy audits, feasibility studies), in
another words timing is critical and the level @vdlopment of local credit market. Sufficient
time for preparation of the facility is also criic as time is needed for its marketing, informatio
dissemination and for the training of market statedérs, banks and potential clien®uarantee
facilities in general do not attract the interestf @esidential customers, nor of public sector
customers, and limited interest of commercial seevisector.More appropriate clients of
guarantee facilities can be to some extent indilstompanies, SMEs and ESCo companies, if the
EPC market is already developed. A critical mas&Biproject pipeline is important as well, since
only some 10% or so of potential projects do malieg in subscribing for the guarantee. For
public and residential sector, in general much nadteactive financing option is a facility that
provides preferential terms of financing (lowerrihmarket level interest, longer maturity etc.),
and limited paper work. So it was no surprise thatPGF, as it was designed and when it was
implemented, did not attract enough interest.

This conclusion is supported by the 2010 evaluateport of the World Bank which stated that
“... the PCG's (PCG - Partial Credit Guarantee corpnds to PGF) performance is extremely
dependent on prevailing conditions in the credirke& Although success stories can be found,
experiences with PCGs in several emerging econoim@ge been disappointing. In countries
where banks do not practice project financing, thain constraint is their borrowers’ lack of
creditworthiness (collateral), not the novelty afeegy efficiency. This was the case in the
Croatian finance community...”

Source:

Document of The World Bank, Report No: ICRO00015%p)/dmentation Completion and Results Report (IBR88D
TF-52141) on a Loan in the Amount of EUR4.4 mill{pi®$5 million equivalent) to Hrvatska Elektropeda D.D. (the
National Power Utility) with the Guarantee of the Rl of Croatia and a Grant from the Global Envimental
Facility in the Amount of US$7.0 million to the Rbfic of Croatia for an Energy Efficiency Projecte€ember 28,
2010

Logical Framework

As discussed in the Chapter 6.6 Results expedtedyriginal planning matrix did not define specific
end-of-project results, quantifiable and objectvekrifiable indicators and concrete targets. The
LogFrame, which was reconstructed based on themmemdations of the MTE and experience from
project implementation so far, did specify concriet@icators, baselines and targets for the project
objective, three out of four project outcomes ardegal outputs. No indicators and targets were
specified for Outcome 4. However, even the reviseidof indicators and targets does not still réflec
appropriate project achievements in a clear antsparent way.
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Even those indicators and targets which seem toldsy at the first sight need clear and detailed
explanation. The name, the headline of the indidataot sufficient. In case of Indicator 1 and i
not clear if emission reductions are annual at @ate year, or cumulative. Clear definition of
indicators/targets should be described in an eixpliay. The way the targets were calculated was
taken into account for clarification. Indicator éfers to annual emission reduction at the end @f th
project implementation; indicator 2 refers to cuativie emission reductions.

Target 2: “Indirect emission savings amounting @ Mton by 2020” is not measurable. Achievement
of the target cannot be evaluated until 2020, sihagcludes (cumulative) emission reductions from
projects that would be implemented in the futureptinciple any indicator and target that relies on
estimation of what would happen in the future ismeasurable and thus should not be used. Even the
best estimates and assumptions on future develdpgraenot be verified in present.

The definition of indicators 5 and 8Hbusehold (and hotel/public buildings) ownexwareness of
availability and benefits of EE lighting, appliarecand equipmehtis vague. The indicator could be
understood either as if respondents have heardyfechnology that could save energy, or it could
mean more demanding knowledge and deeper undergjamidspecific technology and their concrete
EE benefits. What specifically “availability” shaulmean, and what “benefits”? In the first case
almost 100% target would be an expected resulgrdégss of project impact. Practically everybody
who is literate knows that insulation saves enefgy,example. In the second case a much lower
percentage could be expected, depending on theredqglevel of detail of understanding the
technology and benefits. Because of the vague itdefinof awareness indicators 5 and 8, their
evaluation does not in fact say much about actiépt achievements.

Baselines for the awareness indicator 5 and 8 peoaimately the same both for households and
hotel and public building owners/managers (24.5%ohfsuseholds and 26.5% for facility managers).

The targets 5 and 8 differ significantly: target feouseholds is 95-100%, and a target for facility

managers is 37%. This is very surprising and inumgerstanding it does not make much sense: why
should the general public be much more aware ojpEucts and their benefits than professional

facility managers? The common sense would sugbesvery opposite: more demanding target for

professionals than for general public. The sigaificdifference in targets and much lower values of
awareness expected from professionals rather ttten households can be explained by different

understanding of “awareness” in both cases.

“Awareness” indicators in general are not very ibked for indicating project results and
achievements, unless their definition (and metHoal/aluation) is very specific and transparent.

Indicators 6 and 9 are defined asrarhber of households (hotels and public buildirthst have
purchased CFL, EE appliance or insulation mateiiallast 12 months One could expect that the
CFL component in this indicator would be the degsbne, since CFLs are quite affordable both for
residential and public/service sector users, asthgie CFL is much cheaper compared to other EE
appliances and complex EE measures such as imsulafiFLs are consumables, rather than
investment (as it is the case of building levellason). Should the achievement be evaluated as a
single number, it would represent just the purclodiserLs.

Although the definition of indicators 6 and 9 clgastates “purchase in last 12 months”, and the
guestion in the market surveys did include this dirtg as well, the respondents and the market
research company sometimes confused “purchasecitatit year” and “ownership” — ie. purchase
regardless of when. Thus it is not clear if thewdicators illustrate EE technology penetration los t
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market — what has been purchased and installear sorfif it indeed reflects only the dynamics loé t
market over the last year.

The same applies for the enumeration of the basdlind target 6. The “41.9% baseline” for
households indicates number of households that pavehased EE equipment over the last 12
months. However, the number 41.9% indicates ratiertotal number of households using CFLs in
IX/2006 according to the market research, not thber of households that have purchased CFLs
during the last year. The same applies for thestarghe number 54%, as it was calculated, does not
show the increase over last 12 month at the engraject, but an estimated usage of CFLs in
households.

The targets were calculated based on actual chd@jegen the market research data from IX/2006
and X/2007. And the annual increase was somehoustadj to the planned 4-year period of project
implementation. No adjustment has been made whempihject has been extended for another two
years. The CFLs penetration in households in 2086 41.9% (share of households that actually used
CFLs), in 2007 the penetration was 48% (beforetdhnget has been calculated), and the target for the
end of project was defined to be 54%. It is notarbitious target at all, especially when a business
as-usual development would be taken into accolmetetis hardly any measurable impact of the
project implementation. The 54% target was caledldor the estimated end of project in 2009. And
the same unchanged target applies for actual emtapéct in 2011. The actual increase in CFLs
penetration between 2006 and 2007 was 6 pp/yeacqjpeage points), and the target of total
cumulative increase is also 6 pp, however over j@ars between 2007 and actual end of project in
2011. However, the 2006 and 2007 data have beeadsirinfluenced by the performed information
campaign, and thus reflect perhaps the most dynpemiod of market development.

Although the indicator/target is clearly defined tiis case, its utilization is often confusing and
misunderstood.

The baseline of the indicator 9 (the Y value) ha$ Ipeen enumerated, and thus also the target
remained not enumerated and defined only relatiaslyY+10%", a 10% (or pp) increase over the
baseline.

Despite the fact that the revised LogFrame indisattargets and baselines seem formally to be
improved, after more detailed analysis it is obsgithat even the revised indicators and targetsatre
fully appropriate to measure project achievementsrasults. Target 2 is not measurable, and t&get
has not been enumerated at all.

The project activities redefined in the InceptiogpBrt and in the revised LogFrame after the MTE are
based on the experience from the project implenientand reflect a good knowledge of the market
situation and needs. However, the full scope ofggtoactivities implemented is not fully reflected
even by the revised project indicators. The indicatather tend to follow the original structuredan
scope of project activities.

Assessment of the Conceptualization/Design

Based on the assessment of barriers, the inteovestrategy, as designed in the original project
document, had only a very limited chance to delsignificant impact in a cost effective w8 mil
USD of originally designated budget for PDF, PGFdaBFLs, or 63% of the whole GEF budget
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needed to be reallocated and related activitiesefedd, should the project be successfully
implemented

The total costs of the PDF-B facility for develogifull Project Document were 375,880 USD, of
which GEF cash contribution was 200,880 USD, an8s,d00 USD was in-kind contribution of the
Government of Croatia.

The Inception Report correctly identified the chedigsituation and conditions on the market and
redefined project activities. Based on the MTE reowndations indicators, targets and baselines were
reconstructed, however the revised indicators amdets for Outcome 2 and 3 do not illustrate
properly project achievements. No indicators amgetis for Outcome 4 have been constructed. Target
for Objective 1 — total EE investment - is ratheft &nd equals to only 50% of already spent project
costs.

Taking into account a need to redefine the propestidities already shortly after project signature
and the amount of the budget that needed to béocatdd due to inadequate design of activities
(partly due to a long time since the activities dndoeen designed and changes that occurred on the
market in the meantime), and the costs of devetpttie Project Document on the other hand, and the
unsatisfactory definition of indicators and targatso in the revised LogFrame after the MTE, the
rating of the conceptualization/design of the avédi Project Document is evaluated to be
UNSATISFACTORY

Highly Satisfactory| Satisfactory] Marginally Marginally | UNSATISFACTORY
Satisfactory| Unsatisfactory

4.1.2 Country ownership/driveness

The original project idea has been initiated ancetigped by local Croatian experts lead by the Bnerg
Institute Hrvoje PoZar, which also developed thejdtt Document with assistance of UNDP
international consultants. The project goal ancectbjes properly addressed the country needs and
were fully in-line with country priorities and poles.

The appropriate general focus of the project ifligbted by the exceptional long period between the
time of original project concept and final proja@oplementation, which cover a period of 15 years, o
one hand — and the fact that the project goal,doand approach is still up-to-date and very relgva
even when the country has witnessed major developmeer those last 15 years, and is today a
leading EU candidate country approaching the feimership, on the other hand.

The original locally developed project idea refégtiery well the policies and needs in mid 1990s, b
also estimated well the future convergence withgelicies, which materialized a decade later.

The overall assessment of country ownership/drisemeHighly Satisfactory.

HIGHLY Satisfactory| Marginally Marginally Unsatisfactory
SATISFACTORY Satisfactory| Unsatisfactory
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4.1.3 Stakeholder participation in the design phase

The project design was lead by the local Energtitirie which had, especially in that time unique
position on the energy market in Croatia, and cedenost of the expertise available in the country i
that time. The project developers used their unigasition on the market and approached
governmental bodies and other potential stakehslder consultations, namely the Ministry of
Economy, Ministry for Environmental Protection, @fizer of Commerce, the World Bank, HBOR,
and other stakeholders. A Steering Committee hamvarsight on the project development. The close
cooperation with responsible stakeholders trangleo a strong ownership of the project by the
Ministry of Economy, which served during the impkmation phase as a project Executing Agency.

The overall assessment of stakeholder participatidine design phase is Highly Satisfactory.

HIGHLY Satisfactory| Marginally Marginally Unsatisfactory
SATISFACTORY Satisfactory| Unsatisfactory

4.1.4 Replication approach

The implementation focus of the project on pubkcter and motivation of public authorities to
become a leader in energy efficiency housekeepipgesent a state-of-the-art best practice in energy
efficiency. Energy Management Systems and Monigpand Targeting schemes have been applied in
industrial, commercial and public sectors in seleoantries. What is quite unique in this projeutd
especially in the region of Central and Easternoper is its scope targeting practically all public
facilities (state, municipal, county owned) suppéered by a robust training scheme in energy
efficiency of majority of all employees of centgdvernment ministries, staff of local authoritiasd
local energy advisors.

Already during the GEF/UNDP project implementatjmmse the actual project results and activities
attracted unexpectedly high interest both locatlgt aternationally. In particular, there was instrm

the Energy Charter which was developed by the prages a policy commitment towards energy-
efficiency in the public sector and it was signgdelery single Mayor in Croatia.

Implementation of the Energy Management Systemiraily developed and implemented in pilot
cities has been disseminated across the whole rgodittis full-scale dissemination of the House in
Order (HiO) program (covering state-owned facigjieand SGE program (Energy Management
System in municipalities and counties) across alilip authorities was quite unique achievement of
the project thanks to the massive local financirayijled by the Environmental Protection and Energy
Efficiency Fund and from the Ministry of Economyhd total funding provided so far by the EPEEF
Fund exceeded 10.7 mil USD in cash contributiom e financing from the Ministry of Economy
exceeded 0.5 mil USD. Another 5 mil USD have beleniged by the EPEEF fund until 2013. This
mobilization of massive local cash co-financing fation-wide roll-out of the EMS implementation
across all public sector in Croatia is also a quitiejue success of the project.

During the workshops organized around the counirg designed to focus on local participants,
participants from other Balkan countries (Bosnia &terzegovina, Serbia) sent in applications for
participation, paid the workshop fees and atteritledraining.
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The project has also raised interest in other cmmtof the region (Bosnia and Herzegovina,

Macedonia, Serbia) to replicate similar projectivatiés. Project managers deliver speeches and
participate at meetings in these countries presgitkieir experience from the project. UNDP country
offices in these countries are actively involved drganizing and supporting such information

dissemination and experience sharing events. UNDFemtly has 16 ongoing projects in the region

(Europe and CIS) which deal with removing barrtersnergy-efficiency.

The concept of public sector serving as a leadenargy efficient housekeeping is worth replication
EMS constitutes a modern tool that is being utilize industrial, commercial and public sectors.
Implementation of EMS generates immediate energly eamission savings as well as reductions of
energy bills. However its main purpose is to semgea good management technique that allows
identification of potentially most suitable fadéis for implementing energy savings investment
projects with even a bigger impact. This illustsathat implementation of EMS is not a goal per se,
but just a first systematic step towards more gnefjcient facility management. Should the EMS
generate all its potential benefits, facility owsenust be capable of developing and financing their
energy efficiency investment projects. Financialrket must be matured enough to provide and
accommodate commercial debt financing. If considgpotential EMS project replication in other
countries, the local situation on the financial kearand its maturity and specific needs should be
properly evaluated.

One should consider as well that EMS is a useful| tiowever there are examples from lots of other
countries where EMS is still not utilized on suchraad scale, but where are many other activities
implemented in improving energy efficiency.

The full scale EMS implementation in the whole poldector was very successful in Croatia.
However, it should be analyzed if the same appreamkid be also appropriate and affordable in other
countries, or if a step-by-step approach wouldboin that special case more suitable.

When considering potential replication of an enegfiiciency project in other countries, local needs
and priorities should be analyzed and evaluatst] fus well as other opportunities and alternatives

Supply driven approach if local needs would nopheperly reflected might turn into a too risky and
expensive experiment when replicating successhjept in other countries.

The overall assessment of replication approachghlii Satisfactory.

HIGHLY Satisfactory| Marginally Marginally Unsatisfactory
SATISFACTORY Satisfactory| Unsatisfactory

4.2Project Implementation

4.2.1 Implementation approach

4.2.1.1 General management
Shortly after the project signature the MinistryEfonomy, as an Executing Agency, proposed the
Implementing Agency to be UNDP instead of the Ideaérgy Institute Hrvoje PoZar. The transfer of
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the role of Implementing Agency from a recognizedal energy institute to the UNDP Country
Office with limited expertise in energy efficiendp that time might have been a risky factor.
However, it turned to be one of the key successofac The motivation to assign UNDP as an
Implementing Agency was driven by the aim to wgilthe project funds in an effective way — after the
experience from costly and lengthy project develepiphase.

The unique experience of the appointed Project Manacombining international know-how and
insider’'s knowledge of the local market with a dymawork approach, was definitely critical for the
overall project success. Also the project benefiftem the high quality, well educated and dedidate
project team — including five project segment mamags well as task managers and the staff of the
central and regional teams.

Chart 1: Project organizational chart

Project Manager
(Chief Technical Advisor)

Operations, Marketing, SGE - Systematic HiO — House in EA&EMIS

Education Communications and Energy Order Program Energy Audits and

and Events Outreach Management Management
Svsten

The Project Manager changed his position in 201Detome a part-time Chief Technical Advisor,

having in place five Project Managers responsiblekkey project segments: Operations, Education
and Events; Marketing Communication and OutreadBE $rogram; HiO program; and Energy

Auditing and Energy Management Information Systen2011 joined with SGE).

During project implementation the total projectfisfeeaked to some 200 people (of which maximum
of 19 full- and part-time staff and 36 consultawesre paid from the GEF budget). Most of this 200
staff was working for limited time period on a ptimhe basis, including university students helping
with collecting data on municipal facilities’ retgs and facilities’ energy consumption. The project
staff was paid partly from the GEF budget, andlpdrom the budget provided locally by the EPEEF
fund and Ministry of Economy (most of the projetaff. As of March 2011, two project managers
are paid from the GEF budget, both of them paréfimcluding the Chief Technical Advisor (former
Project Manager).

The following table shows project staff and coresui$ paid from the GEF budget.

Table 1: Project staff and consultants paid from tie GEF budget

GEF/UNDP budget pay-roll 2005 2006 2007 2008/ 2009 2010 2011
Number of staff members

(FTA/ALD/SC/SSA) 1 5 12 19 12 4 2
Number of consultants 0 9 19 36 13 7 5

36



The fact that since 2010 the project does not kasiagle formal head Project Manager is unusual. It
also raised some uncertainty in terms of who ipaesible for the project as a whole among local
stakeholders who were aware of the resignation nf Nbrvaj from the Project Manager position.
However, from the practical point of view, this fdtad no impact on the daily management and
implementation of the project. According to his want, the Chief Technical Advisor is still
responsible for the GEF budget and overall strateganagement of the whole project, including
overall co-ordination, management and supervisfaheproject implementation, and supervision and
co-ordination of the work of the national projecamagement and technical support unit (PMTSU),
national experts and subcontractors. Due to thgelacope of the project, the responsibility of
individual project segments lies nowadays with féupject Managers, including the HiO Project
Manager, SGE Project Manager, Marketing and Comeatiioin Project Manager, and Operations
Project Manager. The change of the position of Miorvaj is in line with his exit strategy from the
project by the end of June, 2011, when the GEF&ied component will conclude, while the locally
financed HiO and SGE programs will be operationalfext two years.

Each of the Project Managers is responsible fofhérsproject segment, including budget and
activities’ planning and implementation, coordinatiwith other project segments, and management of
their staff.

The impression of the evaluator is that the projegrofessionally managed, with a clear divisién o
responsibilities, and good coordination in placd. &xoject Managers have a good overview of the
status of the project, in terms of activities anddpet, and remaining tasks to be implemented.

Since the project relies heavily on the UNDP finahsystem Atlas to track project expendituress it
difficult and time-consuming, and practically imgdse to track expenditures by individual actistie
since the Atlas system does not use the budget Boeording to the project activities, but in a
different structure.

The status and progress of the implementation, ngldnvs. implemented activities, budget vs.
expenditures is tracked in detail by individualjpod managers in their “private” notes and shelts.
UNDP Atlas and PIR systems do not provide detaitessary and suitable for daily project
management. No other Project Management or ManageAezounting software tools are used to
support daily project management and supervisitnicinis thus performed on an ad hoc basis.

The assessment of tligeneral Managementomponent of the implementation approachighly
satisfactorytaking into account the difficulties with the Atlagstem.

HIGHLY Satisfactory| Marginally Marginally Unsatisfactory
SATISFACTORY Satisfactory| Unsatisfactory

4.2.1.2 Relevance
The implemented project activities have been sicgnitly modified and changed compared to the
activities designed in the original Project Documaifthough the overall objective and project
outcomes remain the same.

The original technical and financial supply drivapproach and activities have been replaced, and
another, activities more suitable for specific depeent situation of the local market, were designe

and implemented. Subsidized CFLs marketing andssa@mpaign has been replaced and not
implemented due to general availability, decreds€Fls price on the market, and increase of sales,
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the Partial Guarantee Facility (a joint activitthivHBOR co-financed from another WB/GEF project)
was implemented with 0.6 mil USD UNDP/GEF fundihgwever, after no demand for the guarantee
materialized, the PSC approved to withdraw the #umdrom the PGF facility and to use it for
financing of other project activities — in accordarwith the MTE recommendation and external PGF
performance evaluation.

The key project activities included nation-wide Hfformation campaigns in media, series of
workshops and trainings for public authorities’ éoyees, energy advisors, and energy auditors,
Energy Management System and on-line Energy Manaegemformation System development and
implementation in public facilities, development mdtional EE Strategy and Master Plan, and the
development of an Energy Charter which was signealliMayors and county Prefects in the country.
All project activities and outputs are describeddtail in Chapter 8.1.

There cannot be a better proof of the relevandhaeproject activities implemented with nationatian
local development priorities and plans than a leeah co-financing provided by the EPEEF fund and
Ministry of Economy in a magnitude almost 4 timeseeding the GEF budget. Local authorities
provided additional in-kind co-financing for thesetivities.

The EPEEF and Ministry of Economy committed themslto supplement the GEF budget of
4.39 mil USD by their cash contribution of 16.7 tdibD, of which 11.2 mil USD have been disbursed
already. The local financing was targeted and tseamb-finance information campaign, the HiO and
SGE projects, and development of the National Bné&fficiency Program for Croatia 2008-2016

(NEEP), and The First National Energy Efficiencytidn Plan 2008-2010 of the Republic of Croatia
(1 NEEAP).

The assessment of tRelevancecomponent of the implementation approachighly satisfactory

HIGHLY Satisfactory| Marginally Marginally Unsatisfactory
SATISFACTORY Satisfactory| Unsatisfactory

4.2.1.3 Logical Framework
The Logical Framework was used primarily for ovepabject planning and reporting. The LogFrame
matrix as a whole and its description of individaativities were revised and updated in the Inoepti
Report, and after the Mid-Term Evaluation, basedtsrecommendations.

Individual Annual Work Plans updated, changed added individual activities and new outputs.
However, this updated description of activitiesldaled in general the structure and the detail of
activities’ description similar to those used ir thriginal Project Document. Project indicators and
targets in the LogFrame were defined for projedgedtives, outcomes and outputs, and not for
individual activities. The LogFrame thus providaserview and summanyf the project, not a detall
description of activities for a daily management.

This approach to LogFrame is fully in line with URBGEF recommendations, see for exartiplee
Logical Framework as an Implementation and MonitgriTool”, John Hough, UNDP GEF BD PTA,
RBEC Environment & Energy Practice Workshop, Almatjazakhstan, 6-9 October 2004, or the
World Bank LogFrame Handbook.
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In another words this means that LogFrame matrisugable for overall project planning and
monitoring/evaluation, but it is not that suitalfte daily project implementation and management,
because the detail of LogFrame description of iildizl activities is not sufficient for this task.i$

the role of Annual Work Plans that should be usedproject implementation and management.
Saying this, it means that the detail of activitéescribed in AWPs could be much deeper than of
those described in the LogFrame, and that the A¥Heslld have Indicators and Targets for each
activity. However, this methodological approach, dfferent approach to more general project
activities in LogFrame, and to more detailed ati&gi in AWPS, is not generally highlighted and
shared by the LogFrame handbooks.

The AWPs included brief activity description, timehe (quarter of the year) for which the activay i
planned, budget by source of funding, and resptgiarty. However, from the AWPs, due to still
generalized level of activity description, simitarthose in LogFrame, it is not fully clear the geo
and detail of all activities. For example an atyivilescribes that workshops and seminars will be
organized, but it does not provide information be scale of those activities, such as number of
workshops planned and/or expected number of trgpaeatipants etc.

AWPs for years 2005-2010 are available and have bedsed during the evaluation mission. AWP
for the current year 2011 has not been developed3dpeen the fact that the GEF funded project is to
be closed by June 30, and that by mid March the AWRctual year is not available, it illustratbatt
the AWPs, and the LogFrame in general, are not useddaily project management and
implementation (at least not in the final yeartw GEF project implementation), and it is underdtoo
and used rather as a formal or reporting burden.

However, this does not mean that actual projectagament would suffer in quality. Each project
manager has its tasks and goals (activities amgtsgr specified for his/her project segment. Bet th

format used for daily management is not the offitiAIDP/GEF LogFrame/AWP tables. A project

management tool (and a management accounting rright be of use that would support and make
more effective the daily management and link theeesary detail of daily planning with more general
LogFrame overview of activities.

The assessment of the use of tlogical framework as a management tool during project
implementation ignarginally satisfactory This reflects also the fact that the LogFramanid should
be primarily used for project summary overview,heatthan as a detailed tool for daily project
management.

Highly Satisfactory| Satisfactory, MARGINALLY Marginally Unsatisfactory
SATISFACTORY | Unsatisfactory

4.2.1.4 Adaptive management

This project is a “textbook example of adaptive agament” as stated already in the MTE report. The
focus of the project activities has been signifigarthanged during project implementation and
reflected the actual situation on the local marketh as no interest for the guarantees of the PGF
facility in a residential and public/service sestand increased sales and decreased price of @FLs
the market, and on the other hand it identified regportunities and demand for introduction of
energy management system in public facilities. viiitis and Outputs of the project changed while the
overall objective of the project to remove barrieyrenergy-efficiency in Croatia remained the same.
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While historically final evaluations has shown tkame UNDP projects have been slow to undertake
adaptive management, and wait until the mid-terraliation before they realize that change is
needed, this project undertook the adaptive managemnght from the start, following the project
inception workshop. This approach is to be comménde

The assessment of tieaptive managementomponent of the implementation approackighly
satisfactory

HIGHLY Satisfactory| Marginally Marginally Unsatisfactory
SATISFACTORY Satisfactory| Unsatisfactory

4.2.1.5 Information technologies
Advanced information technologies have been wideld during project implementation.

The information campaigns used among others aklsttrehic media (TV, internet) for information
outreach, videos, DVDs, project web sitewiw.ee.undp.h; toll-free telephone number, and
electronic social networks (Facebook) — the pragéeton Facebook has more than 5000 friends.

The HIO and SGE programs developed and implememéddbased Energy Management Information
System, Smart Energy solutions for remote readinglectricity, gas and water meters and remote
control of technical facilities (boilers), and iabeéd TV screens at the lobby of governmental
buildings with on-line information on actual energynsumption of that governmental facilities, and
cumulative data from the EMIS system.

The assessment of th&#ormation technologiescomponent of the implementation approachighly
satisfactory

HIGHLY Satisfactory| Marginally Marginally Unsatisfactory
SATISFACTORY Satisfactory| Unsatisfactory

4.2.1.6 Partnership strategy
The project set up very effective partnership whkiy local stakeholders, including all of 127
municipalities in the country, all of 20 countiesid all of 16 ministries which all actively parpeited
in the project, as well as with energy efficieneghnology manufactures and vendors, local energy
experts, energy auditors, energy service providgPEEF, and local banks. All 127 municipalities and
20 counties in Croatia signed the Energy Chartéchmvas developed by the project. The Ministry of
Economy as an Executing Agency played a crucia noleffective project implementation, and in
securing local financing for extended project inmpdmtation (HIO and SGE programs that are
scheduled to continue for another two years). Tdtal tbudget provided by the EPEEF and the
Ministry for the whole project implementation exded more than 3 times the GEF budget of 4.39
mil USD.

The assessment of tlRartnership strategycomponent of the implementation approachighly
satisfactory

HIGHLY Satisfactory| Marginally Marginally Unsatisfactory
SATISFACTORY Satisfactory| Unsatisfactory
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4.2.1.7 Technical capacities
The technical and managerial experience of theeBrdjlanager appointed by UNDP after the project
signature was crucial for the successful projegtlé@mentation, as discussed above in the General
Management section. Without his input, the projectild definitively not be implemented in such a
scope and coverage, and with focus on the wholdgpséctor. However, the project benefitted not
only from the professional capacity of this Projetanager, but the whole project team was found to
be very professional, including all project manageegional task managers and their assistants. One
of the reasons that this project has had a highl lef success in many of its activities must be
attributed to the high technical capacities ofghgect team.

The project benefitted from the availability of Wwetlucated professionals in the country, although a
the beginning not necessarily with hands-on expedgein energy efficiency. This illustrates an
example of one Regional Task Manager's assistard sthidied at the Dubrovnik International
University and was planning to move to Budapesthdduy to work for Procter and Gamble. She
attended one of the project EE workshops, founaiy interesting and offered to volunteer for the
project. After some time she was offered a paidgot works now for the project as a Regional Task
Manager’s assistant.

The project trained in energy efficiency a wide temof both technical experts in energy auditirsg, a
well as facility managers, policy and decision miakeind general public, including practically all

staff of central government ministries. In total nmahan 5500 people were trained in energy
efficiency under the project.

Assessment of Implementation Approach

Based on the analysis of the project implementatibe overall assessment of Implementation
Approach ishighly satisfactory

HIGHLY Satisfactory| Marginally Marginally Unsatisfactory
SATISFACTORY Satisfactory| Unsatisfactory

4.2.2 Monitoring and evaluation

The project has been subject to regular revievhef3teering Committee that took place once or twice
a year in 2005-2008, and of the Project Board, tirait place up to three times a year in the pesiod
2006-2010. Steering Committee meetings and Pr&eatd meetings discussed and approved among
others Annual Project Reviews (APR), Performancelémentation Reports (PIR), Annual Work
Plans (AWP) including budgets, revised LogFrameyels as specific issues concerning major project
activities (House in Order, SGE, PGF, ...).

A Mid-Term Evaluation report has been performetlay — August 2007.
The Mid-Term Evaluation Report recommended spedlfic

1. Areconstruction of targets, baseline values adataiors as part of a revision of the
logical framework (LogFrame);

41



2. Arrevision of the investment-support mechanismsluisehis project and the relative
amount of inputs for each;

3. Afixed, secured budget for the partial credit guee, kept available for at least a year
for HBOR;

4. A revised multi-annual budget planning, includimgrenitments and disbursements per
component and revised in yearly or half-yearlynvads in combination with project
progress reviews;

5. Better tracking of co-financing;

6. UNDP and the GEF should assess their procedurésdaeview and approval of project
documents.

7. Preparation of an overall view of the savings ptisdshor the potential longterm benefit of

building energy efficiency in the country;

Yearly repetition of additional data collection \was done for this MTE;

Exploring if the involvement of NGOs and state anigations can provide a route towards

long-term sustainability of consumer education;

10. Improve involvement of organizations of buildingsgers and similar professionals;

11. Consideration if special sessions of the steerargroittee are needed to address long-
term strategic issues;

12. Consideration if specific activities could facititethe exchange of experience between
projects.

© ®

The recommendations of the mid-term evaluation tzaen approved by the July and October 2007
Project Board Meetings. The project managementgpegpa Management Response to the MTE
recommendations that was approved by the ProjeatdBdeeting in January 2008.

The Management Response addressed formally all ME&mnmmendations, however some of them are
still in progress, or have not been addressed psope

The redefined LogFrame with new set of indicattisselines and targets do not fully describe and
evaluate the actual results and progress of thggirn its full scope. Basically only the project
objective indicator and targets in terms of £&avings and Outcome 1 indicators and targetsrinste

of EE investment spent measure properly the overallect results. The indicators and targets of
Outcome 2 remain rather vague and do not propkultriate project achievements. Outcome 3 has no
overall indicator, but specific indicators for eachthe Output. However, these indicators do not
measure the actual project achievements in alldésil, nor the main focus of the project —
development and implementation of the Energy Mammge System in practically all public
buildings, including state, municipal and countgilities.

The project monitoring and evaluation suffered frosying on “official” UNDP project reporting
templates only, such as LogFrame, AWPs, PIRs, ahda utilize any standard project management
software tools and management accounting systdraswiould be able to track the project activities
and project costs in a more flexible way and ihdetail.

In my opinion, the UNDP reporting templates arenatiily suitable for UNDP purpose of monitoring
the general project progress, but are not flexdnid detailed enough for a daily project management,
nor for daily monitoring of all detailed projectstdts — including deadlines and budget per specific
activities and sub-activities. Please note also disegussion above that the detail of LogFrame
activities is not sufficient for effective daily gect management which requires much detailed
definition of activities.

Assessment of the monitoring and evaluation
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The project has adopted standard monitoring antuatian system required by UNDP, including
required periodic oversight of activities and fofremaluations. However this system of planning and
reporting is not very helpful for effective dailygpect management. The indicators and targets dsed
not measure properly all project results.

The assessment of the monitoring and evaluatidrusmarginally unsatisfactory

Highly Satisfactory| Satisfactory] Marginally MARGINALLY Unsatisfactory|
Satisfactory] UNSATISFACTORY

4.2.3 Stakeholder participation

4.2.3.1 Production and dissemination of information
The project produced and widely disseminated ewtenamount of information to all project
beneficiaries, including general public, owners reidential buildings, facility managers, local
authorities, central government staff, energy awsditand architects. The information channels
included project web-siteww.ee.undp.hwith all written manuals available in Croatianeiectronic
format, series of targeted seminars and workshppsted materials and publications, stickers
advising on energy efficiency, information leafladgsseminated in national major newspapers,
information programs and coverage on national TR ,dérners and exhibits operated in cooperation
with EE technology manufactures and vendors, t@eehhot-line with EE advisory service,
information on social network (facebook), Gaspalewa clips with energy savings tips etc.

The list of publications including circulation ia@osed in Annex 8.

4.2.3.2 Local resource users and NGOs patrticipation

The project did make use also of several internaticonsultants that were contracted for some
specific tasks (development of the National EneHjfjiciency Program for Croatia 2008-2016
(NEEP), revision of the LogFrame including indiaatand targets); however the absolute majority of
work was done locally by local experts, energycaffs from local and central authorities, facility
managers, and other experts (such as energy a)dindro all benefitted also from targeted training
provided by local experts trained by the projexifing of trainers). Local NGOs were also involved
with implementation of information campaign.

The focus of the project implementation on locaksholders developed a sustainable scheme that
will be in place even after the project will bertenated.

4.2.3.3 The establishment of partnerships and collaboratiaationships

The project implementation was designed to raiseE&reness in residential and public sector, and to
develop EE know-how and capacity to develop EEqutsj of local stakeholders. Thus the project
targeted and trained local experts, facility mamsgpolicy and decision makers in public sectod an
provided information and advice to general pubtiffective cooperation has been established with
energy experts/auditors as well with EE industryicivhprovided its EE products for EE exhibits
around the country. One of the local company, mactufe of EE windows, plans to take continue the
project EE exhibits and to establish and operatétomwn account a EE information centre and
exhibition, including EE products of other manutaets in their own premises in Zagreb.
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4.2.3.4 Involvement of governmental institutions
The project established intensive and effectivepeoation with all 16 central government ministries,
as owners of state owned facilities, with all of71Bbcal municipalities, of which 82 actively
participated and implemented already energy managesystem, and with all 20 counties. In April
2011 also the Office of the President signed aideit intent to implement the House in Order pragra
in the presidential office.

Practically all central and local/regional govermtseand ministries were not involved in the project
as project beneficiaries only, but they all proddggnificant amount of in-kind co-financing (pagin
for the new positions of their energy officers/mgas). In addition to this the central government
(Ministry of Economy and the EPEEF) provided caskioancing for the SGE and House in Order
programs in the total amount of 16.7 mil USD (altnbimes the GEF financing), of which more than
11 mil USD has been disbursed already.

Assessment of stakeholder participation

The extent of local stakeholder participation (loead county governments and central ministries),
and governmental support expressed not only indbom policy support, but in cash co-financing is
truly remarkable and unique — not only in this oegi

The assessment of stakeholder participation is marhighly satisfactory

HIGHLY Satisfactory| Marginally Marginally Unsatisfactory
SATISFACTORY Satisfactory| Unsatisfactory

4.2.4 Financial planning

The project financial plans/budgets have been egdeggularly in Annual Work Plans in a detalil
corresponding to the LogFrame matrix — each butigetcorresponds with planned costs for each
activity.

The actual project financial management heavilyesafl from relying on the UNDRtlas accounting
system only which was designed for another purposkt is not suitable for actual daily financial
project managementThe structure of Atlas system has budget lined tto not correspond with
project activities. Atlas budget lines include torample Local consultants, International consustant
Equipment, Travel, etc., and is structured onlygeject outcomes — not in more detail. Thus rias
possible to track actual expenditures by projegpats, nor project activities.

To make the Atlas system at least to some exteitab$e for project financial management purpose,
the project financial manager used in the Exceéshetes in individual Atlas budget lines explagin
the factual purpose of the funds planned/spents BHowed the project to track at least to some
extend and only some most important costs accordiqgoject activities. It is clear that such syste
is extremely time-consuming, not flexible at atidastill it does not allow tracking all costs irgrered
detail per project activities.

The original planned project budget in the Atlasugure (as of the Project Document) has been
tracked with annual updated budgets (as of AWPSs) artual annual disbursement in the same
structure of Atlas budget lines. However, the ahhuagets have been revised at the end of the year
to reflect actual expenditures. Thus the revisedgbticorresponds exactly to the actual expenditures
This system does not allow tracking annual actypérditures versus its planned budget, but only the
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cumulative expenditures versus the whole projedgbti— the difference is what is available for the
rest of the project. Again, such system does notvato properly tracking actual expenditure vs.
planned budget for individual year of project impentation — and still this is possible only per
outcome, not in more detail.

The financial records are updated in principal oaggear for reporting, and ad hoc during the year
only if necessary.

Upon a special request of the evaluator the pragson prepared ad hoc an overview of key budget
expenditures per activity (see below). Althougts thverview does not and cannot include all project
costs, it does provide some overview of costs gfp®ject components. This is the only overview of

financial expenditures available in the structuge groject activities.

The budget and actual disbursement spent per taesiveire not available to track from the Atlas
accounting system used; however this informatiomvailable to some extent and accuracy from
Project Managers responsible for specific projegnhsents.

The evaluator has checked randomly selected Atldgdt lines and asked for detailed explanation.
Based on this sample my impression is that pr@&penditures are carefully tracked, however the
Atlas structure used does not allow to track thgeexlitures in a detail (per activity, output) shiéa
for project management.

As of the end of 2010 a total of 533 149 USD remaidisbursed and are budgeted for the 2011
activities. The 2009 and 2010 disbursements arknpnrary, thus the planned total (and planned
disbursement/budget for 2011) is 10 610 USD higinan total GEF project budget.
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Table 2: Project budget (as of ProDoc) and actualisbursement

Disburse| Disburse
Total ment ment Proposal Total
Outcome/Year| 2005| 2006 2007| 2008| 2009|2010 2011 budaet 2005/ 2006 2007| 2008[ 2009 by| 2010 by for %011 disburse
9 prelimina | prelimin ment
ry CDR | ary CDR
OUTCg'\eArIIEe I:’LE:1| 15 045| 216 042 2 416 500 130500 69 000 0 0| 2847087 15045 216 042| 330 226| 429 970 140 146 243 500 315110, 1690 039
OUTCO.ME 2 0| 87990 342000, 51000 11000 0 0| 491990 0| 87990 574828 103832 -88 246 13 000! 30 000 721 404
Residential
OUTCOS'\QEIS: :e 0| 254462 104000 67000 21000 0 0| 446 462 0| 254462 595309 120011 -105 294 0 0 864 488
OUTCOME 4:
Replication/| 1530 38506 61500 51500 34000 0 0| 187086 1530 38506 204560 87139 85 266 27 000 113 039 557 040
Utilization
OUTCOME 5:
Evaluation | 22 744| 93371| 137911] 100600 62 800 0 0| 417425 22744 93371 125212 108 169 78 144 65 000 75 000 567 640
Management
Total | 39319| 690 371| 3061911 400 600[ 197 800 0 0| 4390000 39319 690371 1830134 849 122 110 015 348 500 533149 4400 610
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4.2.4.1 Financial management and accountability

4.2.4.2 The cost-effectiveness of achievements

The total GEF funding of the project was 4 390 Q@D for the six and half year (2005-2011) period
of project implementation.

The project was able to mobilize local cash co+fgiag for the project implementation (SGE and
House in Order programs) over the period 2006-204r8 the EPEEF of a total of 16 130 873 USD
(of which 10 739 964 USD have been disbursed aiv); from the Ministry of Economy additional
537 740 USD (of which 503 195 USD have been distledready), and 463 039 USD was
contributed in cash from other small donors (CitgZagreb, conference sponsors, training fees,.etc.)

The total project budget for the period 2005-2018hus 21 521 652 USD, of which the GEF
financing of 4.39 mil USD represents 20%.

This represents a cash co-financing ratio of oveib co-financing leveraged to GEF money spent
which indicates value for money for the GEF andygsts that the project does represent a cost-
effective use of GEF resources.

Out of this 21.5 mil USD of total project budge# Bnil USD are planned to be disbursed from local
sources over the next period 2011-2013 once theBgEct is finished, thereby demonstrating
sustainability of the project results.

The total GEF project costs are quite high, anthftbe project LogFrame matrix, due to its structure
and not sufficient detail of activity descriptiahis not clear the actual scope of project adbsit For
this reason the project team was asked to recatstitable indicating major project activities and
their costs. The overview of the main activitiesl @meir costs is shown in Table 3.

Table 3: Main GEF project activities and costs

Amount | Amount Amount | Amount |Amount |Amount |TOTAL,
Activity 2006 2007 2008 2009 2010 2011 uUsD

Institutional and legal
framework development
(EE Master Plan, Energy

Strategy) (institutional
capacity- building) 142 415 5000 8 000 4 000 159 415

Typical Measures
(knowledge product - all
sectors, residential

primarily) 35000 21 000 56 000
PDF (financial
instrument) 53963 177 971 14 500 1560 33647 281 641
PGF (financial
instrument) 56 000 56 000

Energy audits/Consulting
Residential Sector
(financial instrument,

technical instrument) 39000 30 000 21 000 90 000
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Energy
audits/Consulting/Feasib
ility Studies Public Sector
(financial instrument,

technical instrument) 207 000 257 000 99 000 25200 31500 619 700

Info campaign/Marketing 95579 260 500 23 000 0 2000 0 381 079

Education and replication
(knowledge) 20 000 55000 84 600 36 000 20 000 45 000 260 600

SGE (cities and counties -

regional and local
government) 20 000 20 000

a) Conferences (high-
level knowledge

dissemination, political
mobilisation) 54 000 60 000 114 000

b) Smart City (pilot-

project, local
government) 71000| 244840 315 840

ISGE (technical tool) 254 000 254 000

Monitoring & Evaluation
(mid-term and final

evaluation) 16 000 26 000 4500 19 000 65 500

Technical support for all
project activities (expert-
and technical knowledge
provided in support of all
components and

products - technical,
financial, knowledge) 66 000 99 000 71000 90 000 70 000 22 000 418 000

TOTAL, USD 553542 | 1067886 661100 238260| 236147 | 334840| 3091775

Since the project financial planning and expendgupllow the Atlas budget lines, this ad hoc table
with budget lines per key activities does not idel@ll project expenditures, such as project
management, travel, equipment, communications H#rets) thus the total is lower than the total GEF
project budget.

The project budget was used for implementing pt@etvities, including the two SGE and House in
Order programs, but it did not provide funding &atual EE investment. The investment costs are
covered by investors, mainly the public sector, tredEPEEF.

An indicator of cost-effectiveness is willingnedgtee Croatian government (Ministry of Economy
and the EPEEF) to provide co-financing for impletaéion of the two SGE and House in Order
programs in the total amount 5 times higher thanaittual GEF contribution.
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4.2.4.3 Co-financing

Table 4: Summary overview of co-financing

Central Total
Co-financing 1A own Financing Government  (mill Local Government Private Sector | Other Sources* | Total Financing (mill Disbursement
(Type/ Source) (mill US$) US$) (mill US$) (mill US$) (mill US$) Uss) (mill US$)
Proposed | Actual |Proposed Actual Rroposed  Aftual Pip posed | Actual Proposed Actual roposed  Actual  Pilopos ed | Actual Proposed  |Actual
Grant
Credits,
Loans,
Equity 7.99 0
In-kind 0.67 0.15 0.71 0.175 0.1 0.96
Non-grant
Instruments*
Other Types*
(Cash co-
financing) 0.297 11.23 0.15 0.31 11.987 9.05
Other Types*
(Investmnet) 3.95 18.55 5.96 28.45
TOTAL: 0.297 | 0.67 15.33 19.41 7.99 6.27 | 0.175 0.1 41.397 9.05
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Table 5: Overview of in-kind co-financing

Activity Description Amount USD
01.01.2006.-01.08.2010. (55 months) use of office space, in the Faculty of Electrical Engineering

FER Office Space and Computing (FER), Unska 3, room D262 49 500
01.01.2006.-01.08.2010. (55 months) use of FER utilities (electricity, water, heating,

FER Utilities municipality charges) 19 800

FER Communications 01.01.2006.-01.08.2010. (55 months) use of FER internet connection 1980

FER Conference rooms | Conference room space in FER provided for a 50% discount price 14 597
HIO - participation of 7 staff members on the Course for Energy Certificators, Module 1 and

Education Module 2 15273

SGE EE offices - energy management on local and regional level, implementation of energy
efficiency and Green Office measures, energy advising services, educational and promotional

activities... 711 421

Salaries EE teams
HIO EE teams - energy management in buildings owned by the Republic of Croatia,

implementation of energy efficiency and Green Office measures, educational and promotional

activities... 117 880
Instructions, cooperation, harmonization, decision making. Participation in duration of 2 weeks

National Project Director | per year, through 6 years 9818
Assistance to NPD, contacts, operational cooperation on national level. Participation in

MINGORP duration of 3 weeks per year, through 6 years 12 273
Legal advisory assistance, participation in education and presentations. 7 days per year,

MZOPUG through 6 years 5266
Operational cooperation on national level. Participation in duration of 2 weeks per year,

FZOEU through 6 years 8182

HEP ESCO Cooperation and involvement of 1 expert in duration of 2 weeks per year, through 2 years 2727

TOTAL 968 717
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4.2.4.4 Execution and implementation modalities

4.2.4.5 Sustainability
The project has been implemented by the UNDP whid the Project Manager and all other project
staff. The GEF financed project staff will be tenaied at the end of June 2011 as per UNDP rules
that once a project is closed all staff contractstnbe ended. However, the project activities, iame
implementation of the SGE and House in Order ptagee scheduled to last for another two and half
years (2011-2013) with exclusively local financimgvided by EPEEF. There still is an uncertainty
how the (reduced) project team will be organizedrahe GEF component will be closed. There is an
intention that the EPEEF fund would hire the projeanagers and staff that will implement the two
programs in the future. However this plan has notdd into a final agreement yet. One reason is the
current governmental ban on opening new positionthe governmental organizations due to the
financial/economic crisis and budget cuts. The sdqaroblem is relatively low salaries in the state
sector that are not attractive to staff who havenheaid UN salaries for many years. This represents
significant uncertainty for the rest of the projéeam that will continue implementation of the SGE
and House in Order program. However, should thegowent fulfill its commitment to finance the
program implementation for the next two years, latgm should be found for the organizational set
up of the project team for this period. Becausepifugect was implemented by the UNDP, the UNDP
project team has been established to be operatohafor the period of project implementation.

Although this uncertainty is a significant one, dbes not represent in my opinion a risk to
sustainability of the project results. The projeets successful in having established internal jposit

of energy officers at local authorities and cengialernment bodies. The energy officers are fuolkti
employees paid from the budget of local/centrahatities, and they will stay in their position even
after the project would be terminated. They havenbgained in energy management, and project
development, and have demonstrated already that Hbee capacity to prepare EE projects for
financing. Energy officers will need external suggdoom EE experts and energy auditors, but again
the project has trained also these professionalstaey are available on the local market. From this
point of view, and due to trained local energyadfs and experts, the project has secured itstsdsul
be sustainable in the future, even after the ptdjgaling will be terminated.

Assessment of financial planning

The financial management is assessed torisatisfactoryprimarily due to the fact, that the financial
expenditures are not tracked versus the plannegédbud a detail per project activities, but onlyain
Atlas structure (ie. per objective). This makesadty difficult to assess the cost-effectivenesshef
project. Similarly, the same applies for co-finargciwhich was not properly tracked or monitored
through the project in a detail per individual wityi. The co-financing used has been reported ¢o th
EPEEF in its standard reporting forms.

Standard project management and accounting tdasatiow defining and tracking costs of activities
versus its budget in a required detail would dédigihelp to have better and less time consuming
control over the financial flow of the project.

The co-financing from local sources for program liempentation, on the other hand, has been
exceptionally high, the project have leveraged dv&million USD in co-financing, and it indicates
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among others not only that the project has bedy &ulopted by local public authorities, but thagyth
were ready to pay for the program implementatiowl, @nsider these funds to be effectively spent.

The overall assessment of the financial plannirtgusMarginally Unsatisfactory

Highly Satisfactory| Satisfactory] Marginally MARGINALLY Unsatisfactory)
Satisfactory] UNSATISFACTORY
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5. Results

5.1llmpact

A detailed evaluation of project indicators’ taigeind achievements is provided and discussed in the
following overview.

Project Goal:

Removing key barriers to the implementation of enanally feasible energy efficiency technologies
and measures in the residential and service se@io@3oatia, thereby reducing their energy
consumption and associated greenhouse gas emigsicgh#iton CO2 cumulatively by 2020.

Project objective:
Reducing Croatia’s greenhouse gas emissions byostipg the implementation of economically
feasible energy efficient technologies and measuressidential and service sector buildings.

Indicator 1:
Direct CO2 emission reductions as a result of ptegesisted investments

Baseline: No additional investment

Target: Investments leading to 15 kton @&mission savings by the end of project

Achievement: 63.5 kton of direct G@mission reductions as a result of project-asbisieestments,
of which 9.5 kton saved by implemented EE investnpeojects, and 54 kton saved by
soft measures and EMS implemented within HIO an& $grams

Indicator 2:
Indirect CQ emission reductions as a result of project a@ivitargeting a wider audience

Baseline: No additional indirect emission reducsion

Target: Indirect emission savings amounting.&Mton by 2020

Achievement: The target is not measurable, singecitides emission reductions from projects that
would potentially be implemented in the future. Tdaluation would thus be based
on assumptions, not facts. No assumption, evembs conservative one cannot be
proved to be correct until 2020.

Note: Direct CQ emission reductions generated by investment pojieeplemented so far and by
implementation of the EMS in public sector cumwaateer the period till 2020 are 0.9 Mton, and
cumulated over their life-time is ca 1.8 Mton.

Outcome 1: Overcoming the general institutional lwaars to energy efficiency

Indicator 3:
New investments in energy efficient end-use teabgiek in buildings as a result of project investmen
support

Baseline: No additional investments

Target: Investments for project-endorsed EE measuarbuildings of USD 2.5 M at mid-term
and USD 7.5 M by the end of project

Achievement: 37.175 mil USD project-endorsed EEestment
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Output 1.1: Enhanced capacity of the regional autfities to promote energy efficiency in buildings

Indicator 4:

Regional and other public authorities have establisan energy management system and use this to
promote EE investments and measures

Baseline: Not indicated, should be 0 — no authority

Target: Mid-term target: 1 authority; end of pijearget: 5 authorities

Achievement: 20 counties, 82 municipalities, 15isiies

Outcome 2: Overcoming barriers to improving the egeg efficiency of the residential sector

Output 2.1: Increased public awareness of the aghle energy efficient technologies and measures
and their benefits to the consumers

Indicator 5:
Household awareness of availability and benefitg©iighting, appliances and equipment

Baseline: 24.5% of households aware of availabilftfZE products and their benefits
Target: 95-100 % of households aware of availghili EE products and their benefits
Achievement: 97.3% of households are aware of agud, 95.7% of households are aware of CFLs.

Output 2.2: Successfully conducted marketing cangaito promote the purchase of energy
efficient products

Indicator 6:
Number of households that have purchased EE ligh#ippliances or equipment in the last 12 months

Baseline: 41.9% of households have purchased a EELappliance or insulation material in
last 12 months

Target: 54 % of households have purchased a CElggpliance or insulation material in last
12 months

Achievement: 61.4% households have implemented CHtg/ear, 36.5% Class A home appliances,
26.8% low-e windows, and 21.8% thermostatic valves

Note: Respondents in the market survey used foevh@uation of this achievement might have in
some cases referred a purchase not only in the yastr, although the question was properly
formulated.

Output 2.3: Successfully developed and demonstrdieancial and/or other mechanisms to support
investments in the energy efficiency of residentialildings by their owners

Indicator 7:
Number of mechanisms developed and demonstrateddiatential sector

Baseline: Not indicated, should read no mechaniesweldped/demonstrated
Target: 2 mechanisms developed, 1 successful d&mation
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Achievement: 2 mechanisms have been developedendrstrated; PDF with limited success, and
PGF with no success.

Note: Project Development Facility (PDF) was opedhtby the project team, Partial Guarantee
Facility (PGF) was managed by HBOR Development Béwokvever with limited/no success. PDF
was transformed to a successful 100% grant systentEAs (103 EAs implemented in residential
sector), and later replaced by free EE advice ame ftelephone counseling for residential sector.
PGF has been implemented at the HBOR bank and dedeto cover residential sector as well,
however, after it experienced no demand, the wéaimleunt of the UNDP/GEF funds provided (0.6 mil
USD) has been withdrawn back to the project budgetused for other project activities.

Outcome 3: Overcoming barriers to improving the egg efficiency within the service sector

Output 3.1: Increased awareness of the owners o thublic and commercial buildings on the
available energy efficient technologies and measare

Indicator 8:
Hotel and public building owner awareness of atdlity and benefits of EE lighting, appliances and
equipment

Baseline: 26.5% of hotel owners & public buildingamagers aware of availability of EE
products and their benefits
Target: 37% of hotel owners & public building maaegaware of availability of EE products

and their benefits

Achievement: Not enumerated. No information on hated public building owner awareness of
availability and benefits of EE lighting, appliascand equipment is available, no
specific market research data available.

Note: One could expect that the actual EE awarenégsofessional facility managers should not be
lower than awareness of general public/househdldish this assumption one could suppose that the
actual achievement of indicator 8 should be complravith the achievement of target 5. Given the
fact that the target was significantly lower (37% ©5-100%), one could assume with reasonable
probability, and based on market research data apolls on EE awareness of general
public/households (target 5), that also the tarf§éias been achieved (and actually surpassed).

However, this ad hoc evaluation of the achieveroéfridicator 8 does not change the impression that
the target 8 has been defined irrationally low.

Indicator 9:
Number of hotels and public buildings that havechased EE lighting, appliances or equipment in the
last 12 months

Baseline: Y% of hotel owners & public building maeas have purchased a CFL, EE appliance
or insulation material in last 12 months
Target: Y + 10 % of hotel owners & public buildimyanagers have purchased a CFL, EE

appliance or insulation material in last 12 months
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Achievement: Not enumerated, no information avd@am baseline value, nor on achievements.

Note: The baseline has not been enumerated. Noash@tanformation exist on the estimation of the Y
baseline value, the target, nor on the actual ashieent. The project team has made no effort to
enumerate or at least to estimate the Y value.eSime Y value refers to the ex-ante project situngti

it cannot be reconstructed at the project closure.

Output 3.2: Successfully developed and demonstrdieancial and/or other mechanisms to support
investments in the energy efficiency of serviceteeduildings by their owners

Indicator 10:
Number of mechanisms developed and demonstratesfeice sector

Baseline: Not indicated, should read no mechaneweloped/demonstrated

Target: 2 mechanisms developed, 1 successful denation

Achievement: 2 mechanisms have been developed@ndrastrated; PDF with limited success, and
PGF with no success.

Note: PDF and PGF have been developed and implexdejaintly for both residential and
service/public sectors. Project Development FacilRDF) was operated by the project team, Partial
Guarantee Facility (PGF) was managed by HBOR Dgwalent Bank, however with limited/no
success. PDF was transformed to a successful 106Gt gystem for EAs (total of 1 243 EAs
implemented in service and public sectors). PGF basn implemented at the HBOR bank and
extended to cover residential sector as well, hewesafter it experienced no demand, the whole
amount of the UNDP/GEF funds provided (0.6 mil USR2$ been withdrawn back to the project
budget and used for other project activities.

Outcome 4: Facilitating the effective replicationtilization of the project results and lessons learn

Output 4.1: Enhanced government capacity to priczé and implement targeted activities to
promote energy efficiency

Indicator 11:
National energy efficiency strategy developed aperational

Baseline: Not indicated, should read no nationakE&tegy developed

Target: Mid-term target: strategy developed; efigroject target: operational

Achievement: Energy Efficiency Strategy developed aperational; National Energy Efficiency
Program for Croatia 2008-2016 (NEEP), and The Riational Energy Efficiency
Action Plan 2008-2010 of the Republic of Croatida' (IEEAP) approved by the
Government in 2010.

Output 4.2: A system for monitoring the GHG emissioreductions of the proposed
pilot/demonstration projects in place
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Indicator 12:
Energy and C@®emission monitoring of project impact established operational

Baseline: Not indicated, should be: no monitoriggtem established

Target: Energy and G@mission monitoring of project impact established operational

Achievement: Energy and G@mission monitoring of project impact has beemldigthed and is
partially operational

Note: The new version of the EMIS system, whicludes also C@ emission monitoring and
functionality to display energy and G®avings has been implemented in May 2011, howeieall
data are yet entered into the system and thus Bagf2011 the energy and CO2 emission monitoring
system is not yet fully operational. The monitoraygtem covers only those facilities in public @ect
where the EMIS system has been implemented. Itndde®ver the residential sector and commercial
service sector.

Output 4.3: Project results, experiences and lessdearnt documented and disseminated at the
national and regional level

Indicator 13:
Project results widely disseminated and discusstdstakeholders

Baseline: Not specified

Target: No specific target defined

Achievement: Yes, including project web page conia all key project documents, project results
were disseminated by 93 public events, 83 presdewmces, 56 TV, 98 radio
broadcastings, over 200 press articles, 50 pulbienprojections “My EE City”, 30+
different brochures, manuals and publications ghlell with a total circulation of
+1.5 mil
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Table 6: Summary overview of target achievements

)

Target # | Target Achievement
1 Direct 15 kton C@reductions by end of |63.5 kton CQ reductions from investment
project from EE investment projects projects and EMS implementation
2 Indirect 1.9 Mton CQ@reductions by 2020
3 7.5 mil USD spent on EE investment 37.2 mil USD spent on EE investment
5 authorities use Energy Management |20 counties, 82 municipalities, 15 ministries
System
5 95-100% of households are aware of EF 97.3% are aware of insulation, 95.7% of
households are aware of CFLs
6 54% of households have purchased EE |61.4% households have purchased CFLs last
last year year, 36.5% Class A home appliance, 26.8%
low-e windows, 21.8% thermostatic valves
7 2 mechanisms developed, 1 successfully 2 mechanisms developed and demonstrated
demonstrated to support EE investment | (PDF, PGF) with limited/no success in
the residential sector residential sector; PDF transformed to a 100%
grant system for EA (103 EAs), and later
replaced by free EE advice and free telephagne
counseling for residential sector, PGF
experienced no demand
8 37% of hotel and public buildings
managers aware of availability of EE
products and their benefits
9 Y+10% hotel and public buildings
managers have purchased CFLs or EE
products in the last year
10 2 mechanisms developed, 1 successfully 2 mechanisms developed and demonstratec
demonstrated to support EE investment | (PDF, PGF) with limited/no success in service
the service sector sectors; PDF transformed to a 100% grant
system for EA (total of 1 243 EA
implemented), PGF experienced no demand
11 National EE strategy developed and EE Strategy developed and operational
operational
12 Energy and C@®emission monitoring of | Energy and C®emission monitoring of
project impact established and operation Project impact established and partially
operational
13 Project results widely disseminated Yes, incl. project web page, 93 public events

83 press conferences, 56 TV, 98 radio

broadcastings, over 200 press articles, 50
public movie projections “My EE City”, 30+
different brochures, manuals and publications
published with a total circulation of +1.5 mil

The target has been fully achieved

B The target is not measurable/enumerate

Target has been partially achieved

Nine out of thirteen targets have been fully ackiewr even exceeded. The scale of the project
implemented illustrates best the indicator 4 — Nembf authorities using Energy Management
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System. The target was 5 authorities to use EM8.abual achievement so far is 117 authorities, and
the EMS implemented covers already 52% of squaremnef all public facilities in the country.
Additional local authorities plan to implement EMSer next two years, when the SGE and HiO
programs are scheduled to continue with exclusbgall cash financing, after the GEF project is
terminated.

One target — target 12: Energy and ;C&€nission monitoring - has been partially achievEde
monitoring system is an integral functionality betupdated version of the EMIS software that has
been implemented just in May 2011. Not all dataehbeen transferred and entered into the new
software version yet (May 2011). The monitoringtegs has been implemented, but it is not yet fully
operational. The monitoring system based on EM®soonly the public sector, where EMS has been
implemented. It does not include information on Bjects implemented with assistance from the
UNDP/GEF project in other sectors and facilitieatttdo not use the EMIS system. Information on
savings achieved by EE investment projects in sasles is monitored ad hoc “manually”, and not all
data have been available as well in May 2011.

Three indicators have not been evaluated at all.

Indicator 2 - Indirect 1.9 Mton CQOreductions by 2020 — is not measurable, sinceciudes CQ
reductions from projects that potentially will beglemented in the future.

No data are available for the evaluation of Indic&8 and 9. No market survey has been made to
collect information on these indicators. And it Wibbe rather costly to make an ad hoc market survey
just for these two questions. But even if such eyand information would exist, it would not sagtth
much about actual project achievements. This isum of the poor definition of these two indicators
and targets. The EE awareness and usage indicatdrotels and public buildings combines
consumables such as CFLs with more complex antyd®Stmeasures, such as building insulation. It
is evident that awareness and usage of CFLs waulddecisive factor. One efficient fluorescent lamp
or one CFL used or bought last year in a hoteha public sector facility would qualify the fagylito
meet the target of indicator 9. One can hardly imaghat one CFL in a public facility could seribus
illustrate actual achievements of a project witehchudget of 21.5 mil USD (of which 4.39 mil USD
from GEF). The definition of the indicator 9 is wegand does not illustrate properly project
achievements. With this in mind one can assessepsomlso the critical failure of not having
enumerated the baseline and target of indicatano9specific number is assigned neither to the
baseline nor target. Although this is a seriousudiefit would not make that much difference if they
were enumerated, because of the poor definitidchefvhole indicator. It should be noted here that a
least CFLs are widely disseminated and utilizedhi country as a similar indicator for residential
sector illustrates.

The target of indicator 8 is “37% of hotel ownerg@blic building managers are aware of availability
of EE products and their benefits”. Similar tarfpgthouseholds required 95-100% awareness, and 96-
97% awareness has been achieved. One can assunm@dfegsional facility managers would be
aware of EE products and their benefits at leashash as general public and that the 37% target
would be easily achieved. It also suggests that3ffi target has been defined irrationally low
compared to the same indicator in the residentietos.

However, even a high achievement of the EE “awagnmdicator does not say much about actual
project benefits and impact. Does “awareness” mthah people know that “insulation can save
energy”? Probably almost everybody did — as ilatstl by the target 5 achievement. Or does it mean
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more sophisticated knowledge of EE technologies mide detailed knowledge of their benefits?
Without such specification “awareness” indicataes aseless.

The evaluation of indicators and targets does Hastiate properly all project results and
achievements.

In addition to the project achievements monitorgdtie GEF project LogFrame, the project has
implemented significant scope of activities and heeched substantial achievements namely in the
SGE and HiO program components co-financed sigmitig by local sources (EPEEF and Ministry of
Economy). The results of SGE and HiO program agellegly monitored and evaluated in detailed
annual progress reports. The following data in@icasults as of October 2010, the last available SG
and HiO progress reports.

SGE (EMS Energy Management System in municipalitieand in counties) program results as of
October 2010

* All 20 counties and all 127 Croatian municipalities/e signed the Energy Charter
* 19 of 20 counties and 82 of 127 municipalities hsigmed Letter of Intent to implement SGE
program
» 12 counties and 65 municipalities have publicalip@unced their local Energy efficiency and
environmental protection policy
» 16 counties and 63 municipalities have establigheit local EE teams, with total number of
333 internal employees paid by the county/munidijpalget
» 16 counties and 72 municipalities have collectetd da all their facilities (3 761 buildings in
municipalities and 2 402 buildings in county owrngps totaling 6 163 buildings).
* Building registry was established, including detdildata on building size, construction
materials, and energy and water consumption
» Data of 2418 buildings were collected and entdread web based software application
developed by the project - EMIS - Energy Managenh@iormation System
* In 1 355 buildings energy consumption and costsregelarly monitored based on monthly
energy bills, in 1 078 buildings all energy and evaneters are regularly read and recorded
twice a week
* 1126 energy audits have been completed in 30 npatittes and in 7 counties
* Workshops on Energy Management and EMIS - Energpadgement Information System
have been held in 57 municipalities and in 15 ciesrdnd total of 1812 participants (decision
makers and technical personnel) trained
e 171 participants from 60 cities and counties andl dttendants from other sectors have been
trained in a training course for Energy Advisors
» EE office administrators from 16 cities and 8 coembave been trained in EMIS
» 71 EE info points were established in 27 cities Aha@ounties, of which:
o 31 EE Info-offices
0 6 EE Info-centers
0 14 EE Info-galleries
o 3 EE Info-corners
0 17 public lighting information displays
» 93 public events were held with 83 press conference
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» 56 television broadcasting, 98 radio emissions @ret 200 articles in press and electronic
media

* “My EE city”: 50 movie projections with audiencegiag from 30 to 250, organized within
the program of public events

» Green Office workshop for EE teams: completed incies and 15 counties with 171
participants

* Motivational Green office workshops held in 14estiand 2 counties for 448 attendants

» Energy consumption modeling developed in 12 caied counties

» Official Green office work plan implemented in 4ies and 1 county

HiO program (House in Order targeting state owned &cilities) results as of October 2010

* All 16 ministries are involved in the HiO project

* 14 of 16 ministries have signed the Letter of Ihterimplement HiO program activities

» Central registry of state owned buildings has bestablished and data collected — 2 375 (out
of estimated 3000) buildings have been describeddetail and registered, all energy
consumption related data have been collected ateteghfor 1 602 buildings, data of 796
buildings have been revised and entered into thie based application EMIS — Energy
Management Information System developed by theeptoj

« 16 energy audits have been completed with idedtifiavestments needed for EE
improvements in the amount of 90.2 mil HRK, potahtor annual savings in the amount of
15.15 mil HRK with average simple payback period 5086 years, and GOemission
reductions of 5 000 t/year

* “No cost” energy measures (measures without invests) implemented have generated
savings of 5.1 million HRK/year, potential for foer saving of 3.7 million HRK/year has
been identified by optimizing electricity and heattariffs used

* Measures with investments of 0.3 mil HRK have reglin 2.3 million HRK/year of financial
savings, mostly trough repair of water leakages amstallation of reactive power
compensators

» Training, workshops and seminars — 3 328 particgpphave been trained in total, of which:

o Green office motivation workshops for all centrainistries employees: 2 053

participants

Green office workshops for Green Office Manage6spdrticipants

Training course for Energy advisors: 133 partictpan

Training course for energy management in a buitdlifgparticipants

Workshops for personal responsible for EE measguarbsildings: 673 participants

Workshops for maintenance and technical persoalparticipants

O O O O O

Since October 2010 the SGE and HiO program achiem&syand coverage have continued to increase
and as of April 2011 they included:

» 20 displays of actual energy consumption instaltedtate owned facilities/ministries (TV
screen in the facility lobby with information on-tine energy consumption), 2 displays with
educational content
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» All 16 ministries participate in the HiO prograng tinistries have signed Letter of Intent to
implement Energy Management System, as well a©ffiee of the President and the State
Meteorological and Hydrological Service

» Total number of 1 346 buildings have been subeperformed energy audits, of which 1 136
buildings in municipal/county ownership (SGE comgot), 107 buildings in state owned
facilities (HiO program), and 103 private buildings

* New, more robust version of the EMIS software hesrbdeveloped to accommodate larger
number of facilities than originally planned andléidnal functionalities

* The total EE investment implemented so far is 3@l2JSD, of which 0.1 mil USD in family
houses, 0.5 mil USD in multiapartment residentigldings, 8.4 mil USD in municipal/county
public buildings, 1 mil USD in hotels, 17.2 mil USD state owned facilities (HiO), and 10
mil USD in other facilities.

* Pilot two-way “Smart Energy” project implementedSisak municipality — system combining
remote online energy and water meter data reading,online remote control of the boiler
room

During project implementation, the project has ripéd local cash co-financing, fourfold of the
original GEF budget that made possible to implenem@rgy management system to practically all
public facilities owned by the state and countied By most of municipalities so far. Implementation
of energy management system in public facilitiesuoh a wide scale is really unique — and not only
compared to the countries in the region, but coegb&urope wide.

The implementation of the Energy Management Systambeen accompanied by training of energy
officers that are employed and paid locally by tlespective authorities, and thus on-going,
sustainable administration of the EMS will be sedueven after the EMS has been fully implemented
and the project will phase out.

Energy Management System by its nature is not aotfnactivity, but, once implemented, it is a
system for lasting monitoring, evaluation and cointrf energy consumption, including identification
of facilities with largest potential for energy iefency improvements. The energy efficiency officer
and teams, as well as energy auditors have beeedralso in energy efficiency project identificati
and development.

Local financial sources to finance energy efficie(EPEEF and commercial banks) are available and
operational even during this actual period of ficialleconomic crises, although the scope of
financing is still rather limited and should bereased and diversified in the future, when thenfoma
constrains in the public sector will be phased (ihistry of Finance currently approves all public
sector loans, including EPC projects, and thuscgtfely limits new loans in the public sector).

The project has thus implemented a sustainableggmeanagement system, which will have a long-
term impact covering practically all public sectoeven after the project implementation will be
terminated, and will be able to generate energgieffcy projects for implementation in a long-run.
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5.2Effectiveness

As discussed above, the project indicators as efim the LogFrame have limited explanatory power,
and do not fully reflect all project achievementsiah are described separately in more detail.

Several indicators have been poorly defined, onddcaot have been evaluated because it is not
measurable, two indicators could not have beenuated, because no data were available. Despite
these difficulties the project has in general aghikeits objectives, and in key indicators it has
significantly exceeded the planned targets.

However, there still remain key unaddressed barrfeventing energy efficiency investment in
multiapartment buildings — the 100% quorum requiaatrand energy billing based on apartment area,
not based on metering of actual individual energysamption.

5.3Efficiency

As discussed in detail in the Chapter 7.2.4.2, 4189 mil USD GEF funding of the project has
mobilized additional local cash co-financing, satththe total project implementation budget has
reached 21.5 mil USD. This is exceptionally largeldeet even for the full-size project since it does
not include actual investment for implementationeakrgy efficiency projects (except for the EMS
itself). However, the scope of activities implermezhtorresponds well with the total budget. Several
randomly selected activities have been screeneddst-effectiveness, such as energy audits and
information campaigns, and have been found to Is¢-effective and priced competitively based on
effective tender procedure. Economies of scale tmen achieved for example by tendering for
energy audit packages, and a detailed knowledgfeeahedia market has been used for decreasing the
costs of information campaigns and media outreach.

5.4Global environmental benefits

The methodology of calculation of CO2 emission iduns has been reviewed during the evaluation
mission, and the methodology has been improvedetacdnsistent with the methodology of the
calculation of respective targets, so that botheter and achievements would be consistent.

The monitoring system developed and implementatarEMIS v.2 system could not have been fully
utilized because not all data have been transfeanedentered into the new version of the software.
Instead, ad hoc calculation has been made, arehtrssion reduction data were calculated partly from
the reported energy savings, and partly they weleutated based on the emission/investment factors
derived from projects implemented.

The CO2 emission reductions should thus be evaluatea regular basis and based on actual metered
energy savings data at least annually over the pexod when the project will continue with local
financing after the GEF project will be terminated.

5.5Contribution to capacity development

The project was highly successful in developindutklocal ownership as demonstrated by significan
local cash co-financing of its activities, namehe tSGE and HiO programs. The project activities
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were specifically focused on capacity developmentoaal level, at municipalities, counties and
governmental organizations; the project traine@dll@nergy experts, auditors and officers which have
gained the capacity to identify and develop en@ffigiency projects in the future, after the prajec
implementation will be terminated.

5.6Sustainability

The implementation of the EMS and the SGE and Hi@ymams are designed to continue and to be
fully financed from local sources for another tweays after the GEF assistance will be terminated in
June 2011. Even after the full SGE and HiO programplementation in next two years, the EMS is

expected to continue to be operational, becauskthaé authorities have established their own energ

efficiency teams, which have been trained in EM8rapon and identification and development of

energy efficiency projects, and have this energjgiehcy staff on their payroll already.

However, as of the final evaluation mission in Gi@& March 2011, it was not yet clear what wdl b
the organizational set up at the central level eamiag implementation of the SGE and HIO
programs. The proposal to host the program coadtidimaunit at the EPEEF or at the Ministry of
Economy was not yet translated into a binding decidDespite this uncertainty, | assume the EPEEF
and the Ministry of Economy will solve this issuaking into account the large amount of cash co-
financing of the SGE and HiO programs they haveiged so far and their plans and commitments to
do so over the next two years as well.

The project benefits are thus highly sustainabld an operation and maintenance of the energy
management system are expected to be continuedoingarun as well, thanks also to secured and
diversified financing of these activities for theure as well on the local level.

5.7Replication

Already during the project implementation other imies in the region (Serbia, Macedonia, Bosnia
and Herzegovina, and Monte Negro) have expresseil thterest in replication of the project
activities, namely the energy management systemuislic sector. However, should this type of
project be replicated in other countries, the kagcsss factors from this project in Croatia shdéd
taken into account and the situation in other coesiproperly analyzed.

Key success factors and risks:

* The project has strongly benefitted from a highbalified, dynamic project manager with
both international and local experience, as weliras other highly qualified and dedicated
project team members, including project segmentagars as well as regional team staff.

» Despite the relatively high GEF funding, the projeauld not be successfully implemented in
such a wide scope targeting practically all pubdidlities without a strong local support that
was demonstrated by a significant local cash cariimg of 16 mil USD.

» Implementation of the Energy Management Systenotishe aim in itselfper se It is rather a
system which enables to effectively control enesggnding and to identify most promising
opportunities in facilities for subsequent enerdfyciency investment. Thus théming of
EMS implementation is critical. Should the EMS immlentation be successful, the overall
energy efficiency infrastructure should be suitaddyeloped, that would allow for EE project
development, finance and implementation. This idel) besides others, sufficiently
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developed financial market, including financialtingions and clients that could provide and
absorb debt financing.

» Effective utilization of EMS requires motivated amechnically skilled staff in different
positions, serving as facility managers, local atities’ energy/energy efficiency officers,
energy auditors, EE project developers, etc.

» High up-front costs of the wide-scale implementaid the EMS, that need to be spent before
actual investment in EE projects will start to gate energy and financial savings, as well as
not negligible operating costs, are critical bagitat reduce interest in EMS.

* Typically, in countries with economy in transitidinere often exist some legal barriers that
prevent from EE investment in public sector, inahgdthird-party financing of EPC projects
by ESCo companies, or, especially during the fir@fezonomic crisis, financial constraints
and limits on debt financing of public entities;.eéBefore replication of EMS implementation
in public sector in other countries a detailed gsial of the market and legislation should be
performed in order to understand the actual pakritr commercial financing of EE
investment in public sector, that typically has aci higher capacity than only limited
sources of own investment budget of public auttesritand potential energy efficiency
investment subsidy schemes available in the country

5.8Synergies with other projects

The GEF funded project was combined with localhaficed project components to implement EMS
in public facilities in the state sector (HiO pragr) and those owned by local authorities and cesnti
(SGE program).

In addition to this, the project has combined itforés also with another GEF financed project
implemented by the World Bank in establishing Rhi@uarantee Facility at HBOR, Croatian Bank
for Reconstruction and Development.

Under another project component of this World B&mergy Efficiency Project, the UNDP project
has cooperated closely with HEP ESCO. UNDP, havmgediate and working relationship with
local governments, disseminated information andnpted the concept of ESCO and EPC projects,
HEP ESCO utilized energy audits developed withiea ttINDP/GEF project, and prepared detailed
feasibility studies for actual investment.

The UNDP/GEF project also made a thorough analysiscal and regional authorities’ budgeting
regulation and practice as a background documeandéeelopment of new enabling bylaws and
regulation at the national level.
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6. Conclusions

The project has delivered remarkable results thatiaique not only compared to other countries in
the region, but Europe-wide.

It introduced and established energy efficiency aslicy priority and as a practical tool for efige
housekeeping in the whole public sector in the tguimcluding local and county authorities, as lwel
as central government ministries and agencies. progct has implemented Energy Management
System covering practically all public facilitiels Croatia. The country became a leader in EMS in
public sector in Europe.

During project implementation and based on resuitspilot cities, the project has attracted
exceptionally high local cash co-financing that i@sfold of the GEF budget. The GEF funds served
as seed money, but it was the local funding thatiadly allowed country wide roll-out and
implementation of EMS in the whole public sector.

The project has completely changed the perceptiwh the business-as-usual practice concerning
energy efficiency in public sector. But it also ngad the awareness and attitude towards energy
efficiency in the whole society by its informatimampaigns, outreach activities and free energy
efficiency advisory services, targeting primaritetresidential sector.

More than 5 500 public authority officers, energgperts, including auditors, have been trained in
energy efficiency.

The results achieved and the impact the project delivered are evaluated more than Highly
Satisfactory.

These results would not materialize without thergirleadership and drive of the Project Manager
who combined international best-practice experienitle a detailed knowledge of the local market. It

was the newly appointed Project Manager who reddfiproject activities and included the EMS

component and focus on public sector in his InogpReport already in reaction to partly outdated
Project Document.

However, there still remain challenges and barteenergy efficiency in the country.

In response to the financial crisis, the MinistfyFinance has introduced an effective ban on new
loans in public sector. This ban even covers thady financed EPC projects, despite the facttthat
out-of-budget financing is particularly beneficidlring the period of public budget restrictions,
because it has no negative impact on public buddétis ban on EPC projects in public sector is
unfortunate especially in a country where operatesof the most successful ESCo companies whose
establishment and operation was assisted by thédvigank — the HEP ESCO. In response to these
restrictions, HEP ESCO had to cancel its activitiepublic sector and to focus on customers inmthe
commercial and industrial sectors. The only sodocdinancing energy efficiency projects in public
sector in Croatia is thus nowadays Environmentatdetion and Energy Efficiency Fund — EPEEF,
which provides up to 40% subsidies for energy #fficy projects in public sector. (The remaining
investment is financed directly from budgets of lpuuthorities, and thus increasing their debt.)

In the residential sector there still exist key rimas that prevent practically any building level
investment in multiapartment buildings. There i4@0% quorum required for any building level
investment decision, including energy efficiengyekisting multiapartment buildings, district hegti
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bills are based on floor area of apartments andodoeflect actual energy consumption; buildingelev
heat meters and individual heat cost allocatorqaténstalled (with some exceptions). The legistat
has not been harmonized with the EU Directive 2ZBP/C on energy end-use efficiency and energy
services which requires “energy billing based ortemieg” for existing buildings, but only for newly
built buildings after 2005.

A policy action is needed to remove these barriers.

The project implementation suffered from poorly idefl LogFrame, indicators and targets that
actually have been defined only after the mid-teewaluation. GHG emission monitoring and
evaluation plan and methodology has not been peepand established in time. Financial planning
followed the Atlas budget lines structure which slo®t allow monitoring budget and expenditures
per project activities; it was used for regularjpebreporting, but not as much for frequent opere
project control. This all means that the daily pobjmanagement was not as effective and flexible as
could have been if standard project managementfiaadcial planning tools would be utilized.
Without utilization of such standard tools, it @®tmuch time-demanding and practically impossible t
have operational frequent control over the detdilsroject implementation and its status.

These negative factors bring down the overall ptogealuation to Satisfactory only despite the grea
results the project has generated.

Highly SATISFACTORY | Marginally Marginally Unsatisfactory
Satisfactory Satisfactory| Unsatisfactory
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8. Lessons Learned

» Exceptionally long and costly project developmeoésinot necessarily mean a good quality
project proposal.

The period of project formulation covered 8 yeans the project development consumed a
total budget of 375 880 USD, of which the GEF ceshtribution was 200 880 USD. It is no
surprise that conditions on the market and prianggds for intervention might change over
such a long period. The Project Document was otdeblalready in the time of approval (in
that time for example CFL price dropped already badame widely available and utilized as
well). The Project Document had also poorly desighegFrame, especially indicators and
targets. The Project Document and project actwitiave been significantly updated in the
Inception Report, which has been prepared onlyein months (versus 8 years in case of
Project Document).

Project formulation itself does not need extengieeod and budget, if it is prepared with a
good knowledge of the local market and needs, autl knowledge of best international
practices. However, it might need a targeted eatesnpport especially in formulation of the
LogFrame and in order to be in line with other UNGEF specific requirements.

« During the implementation phase the project hasifstgntly changed its content. The general
project goal and objectives — removing barrierseteergy efficiency in residential and
service/public sectors — remain unchanged, howewmee than 50% of GEF budget has been
reallocated to different project activities tharngorally outlined. The evaluation found that
these changes did support the general projectagmhbbjectives and that the project delivered
more sustainable results and impact than origingliywned. Mobilization of local cash co-
financing fourfold higher than the GEF contributiproves that the change of the project
focus on implementation of EMS in public sector vaagood decision. However, it suggests
also that the GEF project development and approyiracess is not efficient enough.
Mechanical replication of projects that might hadeen to some extent successful in some
countries does not guarantee that it will be swsfoésilso in other countries with different
specific conditions and needs, and at differentllef energy efficiency market development.
A detailed hands-on experience and understandinigaal market combined with detailed
knowledge of best international practice is a caitisuccess factor. Combination of local
experts inexperienced in the best internationattimes with several short-term international
consultants does not necessarily deliver the reduimix of expertise for good quality project
proposal. An example of how demanding the projestetbpment process is, illustrates the
case of implemented Partial Guarantee Facility BaF failed to attract any interest. And the
PGF component has been prepared jointly with therldvBank which houses unique
international financial expertise. However, the ditions and needs of the local market have
not been properly evaluated in that time. Ideally fevel international experts with hands-on
experience with implementing similar projects irustriies with similar development needs
should be involved in early stages of project idfigattion and formulation. Or at least they
should review these early brief project ideas leetbe costly process of full project design is
committed. The rather administrative institutiomatl project proposal review process is
probably not sufficiently effective.
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LogFrame quality is critical. LogFrame is what GHiys” for its funding. Specification of a
good LogFrame and SMART indicators is not a sintpkk. It is a sort of “art”. SMART
indicators require smart know-how.

The definition of LogFrame, namely the definitioh mroject goals, objectives, outcomes,
outputs, and activities, and especially the deéiniof project indicators, baselines and targets
is critical not only for approving project proposhilit for evaluation of project as well. It is not
only what the project has actually achieved andeptaesults themselves what decides, but
also how this is demonstrated by the LogFrame taxg@ievements. The LogFrame is not just
a formality. In fact it is what GEF “buys” for ifsnding.

A proper definition and specification of the Logf@is not a simple task. It ideally requires
combination of good theoretical knowledge with piGed experience in drafting, application

and evaluation of LogFrame. Project developerse@afly local experts, do not necessarily
have extensive experience with LogFrame. A sheomtexperienced consultant might thus be
useful to assist in formulation of the LogFrame,abtleast in reviewing the draft LogFrame
definitions before the project is submitted for @l

The specification of indicators must be precise gpetific enough. The headline, the name of
the indicator/target used in the LogFrame matrigsdoot necessarily provide sufficient detail
of exact definition. Indicators, baselines and ¢#&sg and perhaps also project objectives,
outcomes, outputs, and activities, might need tddfened in a required detail outside of the
LogFrame matrix, and only the simplified definitiarsed in the matrix itself. A specific
method of baselines, targets and achievements latdsu should be clearly defined and
specified already at the very time of defining liage and targets. If the method of
enumeration of target achievements is specifieceprddently on baselines and targets
definitions, the result might turn into “correctuimbers meaning something else. This is of
course not the case of all types of indicators pomarily of those which could be specified in
several different ways. Vague definitions of indaza should be excluded. For example
“indirect emission savings”, “awareness” indicataitastrate such indefinites. Dozens of
definitions would be correct. But leading to diffat results. This does not mean that such
indicators cannot be used — but they should banééfin much more specific way, including
specification of method for their evaluation.

Indicators and targets must be measurable — asread also by the “SMART” requirements.

Indicators and targets that should reflect situmtiothe future, after scheduled time of final

evaluation, such as for example £@mission reductions by 2020, are by definition not
measurable. Enumeration of the future situationtmaibased only on assumptions. A variety
of different assumptions can be credible. But nohthem can be proofed to be correct. Or
incorrect. Until the future happens.

Indicators and targets that reflect situation ie thture, ie. after terminal evaluation, should
not be used because they are not measurable, Boalwd their actual achievements is by
definition impossible.

LogFrame is not a static matrix and different levktletail is needed for project approval and
evaluation process, and different level of detad 8exibility is needed for daily management
of project implementation
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On one hand LogFrame should serve for project malpapproving process and subsequent
project evaluation, and thus the project goalseatbjes should properly describe the focus of
the project and should remain unchanged even ovanuéii-year period of project
implementation. On the other hand project actisitend outputs are subject to change
according to changing environment, and could arallshbe updated on a regular basis if
needed — annually, or in some cases even moresindguProject LogFrames are criticized to
be too specific for project approval process, amdfacus too much on specific project
activities (The Logical Framework as an Implementation and kfamng Tool”, John
Hough, UNDP). On the other hand the detail of dti#is’ specification is often not sufficient
enough for project daily management, and needsate Iparallel project sub-activities and
specific tasks defined. However, the AWPs typicdtilow only the detail of activities’
description as specified in the original LogFraifieus the LogFrame and AWPs are typically
not suitable enough for detailed daily manageméptaect implementation.

More sophisticated system is needed for effectaily goroject management.

LogFrame matrix, including the description of prtjeutputs and activities, and indictors and
targets, is used for project approval and evalnafigpically the same detail of description of
project activities is used also for project managethand reporting in the form of annual and
guarterly work plans, annual progress reports ahérostandard UNDP reporting formats.
However, for these two purposes the required le¥aletail is significantly different. For
project approval the LogFrame should provide onkgrgiew and summary. But such an
overview is not sufficient for the daily project neement. For daily project management a
much more detailed planning and specification divdies (and sub-activities) and their
individual budgets and targets is necessary. Incipie, the UNDP standard reporting formats
do not prevent the annual and quarterly plans apdrts to be designed in such a required
detail. However, in practice they often typicalblldw only the level of detail as described in
the Project Document, and it is not sufficientdaily project management.

It would be useful to clearly decouple LogFramelg@and objectives that remain unchanged
over the whole project period, from project outpaitsl activities that are subject to change,
and especially subject to more detailed specibeati

The project has benefitted from a unique combimatb best international experience and
good knowledge of local conditions of the Proje@ndger, and his dynamism.

Key success factor of the project was the expeeiena drive of the Project Manager, who
combined his international experience with detailewwledge of the local market and
business environment, and utilized his good refatiavith key policy makers. Series of
Business Breakfasts organized for top level pofitgkers from the public sector attracted
their interest to participate in the project. listbase the “Think Big" approach materialized in
16 mil USD of additional local cash co-financinghiah allowed for full roll-out of the project
and implementation of the Energy Management Systerctically in the whole public sector
in the country. The project benefitted also frone thuality of the whole project team,
including its highly qualified and dynamic projesegment managers and regional task
managers.

Experience, qualification, knowledge of best in&dional practices as well as deep
understanding of local market and conditions, andlyaamism and drive of project
management are critical for successful value-agaejgct implementation.
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The position of Project Manager comprises the divexaponsibility for the project and also it
represents the project as a single point of coritacther stakeholders. Any changes in this
position constitute a potential risk of discontigyuiThe position of the Project Manager
should be filled over the whole period of projeaplementation.

Financial plans should reflect the project logid &ime budget should be structured per project
outputs and activities.

UNDP Atlas system and the structure of its budgegsl follow another logic and do not
provide transparent information on how much is mtdd for what specifically. Thus the
Atlas structure of budget lines should not be usedinancial planning in Project Document,
nor for financial management and reporting durimgjert implementation. If the Atlas
structure of budget lines is needed for any othepgse, it should be used as a secondary,
additional reporting format.

Project management would benefit if standard ptojeanagement and financial planning
tools would be utilized.

UNDP formats, such as work plans and progress tgpare used for project reporting, but
they are not designed to support daily project rgament in a practical way. Project
management and financial planning software todisproperly used for daily project
management, could be utilized also to generatarimyts to official Work Plans and Progress
Reports, which would reduce the reporting burdenprove monitoring of project results, and
allow to have real-time information on project presgs.

Commercial software tools for project managementl dinancial planning are widely
available, some of them even for free download ftbminternet. GEF and/or UNDP might
consider identifying suitable project managemerd &nancial planning tools for use in
GEF/UNDP project. Or even selecting suitable t@wld their customizing for specific UNDP
reporting requirements, so that the administrativeden would be minimized, and effective
project management would be supported. A dedicatidbook on GEF/UNDP project
management might be developed, and project implénteagencies and project managers
trained in project management and use of spedifept management and financial planning
tool. Web based training might be fully appropriate

Supply driven project formulation based on replmatof projects implemented in other
countries comprises a risk that it would not adsineoperly specific local needs. Demand
driven approach based on detailed knowledge of loeaket, priorities and needs, and which
reflects best international experience, reduces rikle of failure and tend to be more
successful.

Mechanical replication of successful projects ihentcountries, even in similar countries in
the region, may not be successful, if the counpgcHic situation and needs are not taken into
account. Details are critical. And even just anroper timing can make the difference.

Project formulation should be demand, not supplyedr; it should utilize the best available
international experience, but reflect specific los#uation on the market, local needs and
priorities.
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The “think big” approach that proved to be sucadssfhen implementing EMS in Croatia
might not be suitable for all other countries egdbc if local financial market is not
developed sufficiently yet to deliver and accommedaommercial debt financing for energy
efficiency investment. A step-by-step approach $irmy first on developing local expertise
and demonstration of new EE techniques, technddagiel skills might be more appropriate in
some other countries. Country specific needs amdlitons always need to be properly
evaluated.

Implementation of the Energy Management Systenif ike@ save energy primarily by better
control of energy consumption; it can reduce endvillg by optimizing tariffs used, and
identify water leakages or illegal electricity tad#. Although energy savings due to the EMS
implementation can be in individual cases relajiveigh, the main purpose of EMS
implementation is not its implementatigger se but using EMS for benchmarking and
identification of facilities and points of consungpt with higher than usual consumption. And
subsequent detailed analysis of energy consumptiguich place with analysis of potential
energy savings — energy audit. The ultimate go#d isnplement energy efficiency measures
first in such cases — because the economy of E&sunes implemented in places with
excessive energy consumption tend to be better thamerage. Meaningful EMS
implementation thus requires also financial capaaf facility owners to invest into
subsequent energy efficiency measures. When impitimge EMS, the financial market
should be matured enough that would allow commkdgat financing, and potentially also
preferential financial instruments should be incpléhat support EE investment. This should
be taken into account when potentially replicatidS projects in other countries.

Future development activities in the country mighpport EPEEF financing capacity and/or
establishment of a dedicated financial facility tthaould provide preferential energy
efficiency financing and/or grants.

In Croatia, there is currently practically the ordgurce of external financing for energy
efficiency projects in public sector — the EPEERduUThe current policy of the Ministry of
Finance to minimize/prevent any new debts of loeglbnal authorities because of the budget
cuts in response of the economic crises is undetatde. The general ban on new public
debts prevents also commercial lending to enerfigiexficy projects in public sector. Out-of-
budget third-party financed Energy Performance @ating (EPC) energy efficiency projects
implemented by ESCo companies reduce energy expeaslifrom public budgets, and do not
impose an investment burden on public budgets. MewdPC projects are also subject to
these restrictions and all EPC projects in pubéicter have been put on hold. A detailed
analysis of this issue and its impacts presentexhtbdiscussed with the Ministry of Finance
might help to exclude EPC projects from the genleaal on new debts in public sector.

Development projects themselves cannot commit sayergovernments to any actions.
However, development projects may formulate poteyommendations and effectively assist
governments to develop and implement, or changeigsland/or legislation. Should there be
any policy or legislative barrier that prevents rggeefficiency investment, it should be

properly addressed, so that project goals and migsccould be achieved effectively and
sustained in a long run as well.

The project goal was defined to remove barrierenergy efficiency in residential and
service/public sectors. However, there still remaimaddressed significant barriers that
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prevent implementation of major energy efficiengwdastment measures in residential
multiapartment blocks supplied by district heating:
= There is no single legal entity responsible foruh®le multiapartment building with
privately owned flats (such as housing associatioany other legal entity), and a
100% quorum is required for any investment decisidmis practically prevents any
building level investment, including but not lingkéo building level energy efficiency
reconstruction. Experience from other countriesnshthat a legislative measure is
needed to reduce the required quorum; otherwisbuilding level investment will
materialize.
= |n existing multiapartment buildings, district hiegtis still billed per square meters of
flats to individual flat owners. Energy billing k&b on metering is not only a good
international practice which creates important fiicial incentives for energy
efficiency improvements. It is also a requiremehnthe EU Directive 2006/32/EC on
energy end-use efficiency and energy services. ¢fslltive measure is needed to
harmonize the current practice with the Directigeregulation that would require
installation of building level heat meters, andiata level heat-cost allocators also in
the existing multiapartment building stock (curréggislation requires billing based
on metering only for new buildings).

The project team should use the experience gaingthgd project implementation and
credibility it has generated among policy makerd prepare a brief policy paper with strong
policy recommendations addressing the 100% quomaienergy billing based on metering’
requirements in multiapartment buildings.

Project implementation officially starts by signawf the project document. However, the
actual project implementation starts effectivelyhaa delay typically of several months. This
inaugural period of several months should be redband taken into account in project
design.

Mid-term and terminal project evaluations are peried by number of different experts.
Although these experts are independent and usecttd@ieand transparent methods for
evaluation, their findings necessarily reflect thadividuality. Different experts might have
different views and opinion on some specific isstd®ere exists internal global evaluation of
GEF/UNDP mid-term and terminal project evaluatiolisnight be useful for evaluators to
have access to such feedback and lessons leaomee¥aluation of evaluations.
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9. Recommendations

e CO2 emission reductions should be evaluated olg@aebasis and based on actual metered
energy savings data at least annually over the peridd when the project will continue with
local financing after the GEF project will be terrated.

« A good quality project identification and specifica requires top-level expertise: knowledge
of international best practices, hands-on expeeiemith similar projects in countries facing
similar development challenges combined with aidet&nowledge of local market situation
and understanding of specific local needs. The#gise cannot be offset by an extensively
long project development period. Top level inteioradl experts, not only experienced project
administrators should be involved in early stagegroject identification and formulation. Or
at least they should review these early brief mtojdeas before the costly process of full
project design is committed.

e Project indicators and targets must be SMART: SjgeciMeasurable/monitorable,
Achievable/attainable/attributable, Relevant/r¢iglind Trackable/time-bound. If they are
not, they have no practical use and create jusadministrative burden. Use experienced
external consultant if needed to define/review grbjindicators and targets. Avoid vague
indicators and indicators that are not measuralilemthe project implementation period and
which indicate what should potentially happen ia thture. Define indicators and targets in
required detail in a separate section of the Pr&)ecument if needed, do not rely only on the
limited space available in the LogFrame matrix. (Hgein detail the methodology how to
monitor and evaluate/enumerate indicator achievésranthe same time when indicators and
targets are defined. Define alternative indicatibreecessary. Use indicators and targets
(including additional indicators for specific subtaities) in daily project management — as in
any standard business, not only for formal repgrtin

e Clearly decouple the two LogFrame roles: proje@nping, approval, and reporting from
project daily management. Do not hesitate to usehmiider and more detailed activities (and
indicators and targets) description for projectiydananagement. Do not stay stuck to the
general level of detail used in the Project Docunh@gFrame matrix only.

* When selecting Project Manager, focus on key @alitisuccess factor: combination of
experience, qualification, hands-on knowledge ofstbénternational practices, deep
understanding of local market and conditions, adgreamism and drive. Focus on leadership,
not only on project administration.

« Keep the position of the Project Manager filled rowhe whole period of project
implementation, avoid situation when there is mmks formal head responsible for the whole
project implementation.

e Structure financial plans and reports per individaraject activities. Do not use primarily the
Atlas structure for financial planning and dailpjact financial management.

e Utilize standard project management and financi@nming tools when implementing
GEF/UNDP projects. Identify or develop suitabletsaie tools customized to specific UNDP
reporting needs, prepare and make available hakdodGEF/UNDP project management
and develop web based training application in ptajganagement and financial planning.
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Consider potential strengthening of EPEEF finanoiagacity and/or establishment of a
dedicated financial facility that would provide fewential energy efficiency financing
(subsidized loans and technical assistance).

Avoid supply-driven approach and mechanical refilica of projects successful in one
country to other countries. Focus on detail analg$ilocal demand and needs, as well as on
specifics of local markets and their maturity.

When considering replication of the EMS projecteelsere, analyze in detail if the local
financial market is matured enough, if there isapacity in place to provide and absorb
commercial debt financing in public sector incl@iBPC, and if potentially available local
preferential financial instruments supporting EEestment have sufficient capacity for the
scope of the EMS project.

Prepare a brief policy paper with clear policy moeendations addressing critical barriers to
energy efficiency in multiapartment buildings andbfic sector. Advocate compulsory

decrease of the 100% quorum requirement on EE timesd decisions and compulsory

installation of building level heat meters and indual heat cost allocators also in existing
multiapartment buildings — a regulation that idime with ‘energy billing based on metering’

principle of the EU Directive 2006/32/EC on energyd-use efficiency and energy services.
Advocate removal of the Ministry of Finance bankEC projects in public sector and explain
benefits of this out-of-budget financing schemehwihird-party performance guarantees
especially in period of public budget cuts.

Plan in a project design for an adequate inaugurggériod between the official start of
project implementation (by a signature of the prbiocument) and its effective start which is
usually several months delayed.

Provide a feedback to evaluators and make thenmitevaluation of GEF/UNDP mid-term
and terminal project evaluations available to them.
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10 Annexes

Annex 1: Original definition of project objectives, outputs and activities
in the Project Document

DEVELOPMENT OBJECTIVE
Reducing Croatia’s greenhouse gas emissions byostipgp the implementation of economically
feasible energy efficiency technologies and measuréhe residential and service sectors.

IMMEDIATE OBJECTIVES, OUTPUTS AND ACTIVITIES
Immediate Objective 1
Overcoming the general institutional barriers t® pinomotion of energy efficiency

Output 1.1

Enhanced capacity of the regional authorities tommte energy efficiency

Activity 1.1.1

Organizing seminars, workshops and other trainatiyidies for the experts that can serve as energy
advisors for the local county to conduct regiomadrgy planning, disseminate information and indtiat
specific projects and marketing campaigns at thmtydevel to support the investments in energy
efficiency and renewable energy;

Activity 1.1.2

Strengthening the capacity of the energy departsnafrthe local counties otherwise to act as a
clearing house for energy related information angromote the energy efficiency and renewable
energy measures, thereby preparing ground foratiee ¢stablishment of regional energy centres;

Immediate Objective 2
Overcoming the barriers to improving the energycefhcy of the residential sector

Output 2.1

Increased public awareness of the available ereffgyent technologies and measures and their
benefits to the consumers

Activity 2.1.1

Organizing general information dissemination antdliptawareness raising campaigns (incl.
seminars, publication and distribution of infornoatieaflets/fact sheets, use of the public medig et
to raise the public awareness on the costs anditseoiethe different energy efficient

technologies and measures applicable in the holdseho

Output 2.2

A successfully conducted pilot marketing campaimpromote the purchase of the CFLs

Activity 2.2.1

Announcing a public call for tender for the lampratacturers to participate the campaign;
Activity 2.2.2

In co-operation with the selected lamp manufac(gjeorganising a pilot campaign in Istria to
reduce the retail price and increase the salesnebf the CFLs with an objective to permanently
reduce the price and to increase the market slidgine €FLs in the Croatian households.

Output 2.3

Replication of similar campaigns for other regiansl/or technologies.

Activity 2.3.1

Based on the experiences and lessons learnt frefirsh pilot campaign, replicating similar
campaigns for other regions and, as applicablerahergy efficient appliances.
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Immediate Objective 3

Overcoming the barriers to improving the energicefhcy within the service sector

Output 3.1

Increased awareness of the owners of the publicamunercial buildings on the available energy
efficient technologies and measures.

Activity 3.1.1

Organizing general information dissemination andkaing campaigns (including targeted energy
audits) to raise the awareness of the owners/apsrat the buildings on the available energy edfiti
technologies and their cost and benefits to thentd;

Output 3.2

Enhanced capacity of the local stakeholders t@teitand support the implementation of energy
efficiency measures in the service sector

Activity 3.2.1

Establishing strategic partnerships between thal lesearch institutes and private sector
representatives (banks, engineering companiestetinitiate energy efficiency measures in the
service sector, and building the capacity of tlwal@xperts in project preparation, financing and
management as well as in the installation, maime@aand operation of different energy efficient
equipment;

Activity 3.2.2

Providing guidelines and incentives for energy tudnd for the preparation of “bankable”
feasibility studies and business plans for imprguime energy efficiency of the commercial and
public buildings, considering both supply and dechside measures with the initial focus on the
hotels.

Output 3.3

A pipeline of “bankable” energy efficiency investmigoroposals for the service sector facilities

and, as applicable, for other sectors.2

Activity 3.3.1

Launching a campaign of free “walk through” eneagylits for service sector facilities in cooperation
with the private sector companies, NGOs, publibarities and other relevant

stakeholders.

Activity 3.3.2

Presenting and discussing the results of the awititsthe targeted clients with the aim to entéoin
contractual arrangements for further developmedt as applicable, implementation of the

projects.

Activity 3.3.3

Supporting the development of the projects intbffatiged investments proposals by the provision of
incentives, training and other technical assistangeoject developers as well by establishing a
specific “Project Development Fund” to share thsts@nd the risks of project development. For more
details, see Annex VI.

Output 3.4

A Partial Guarantee Facility to leverage finandioigthe targeted energy efficiency investments
Activity 3.4.1

Establishing a Partial Guarantee Facility to sliaeerisks connected with the preparation and
implementation of energy efficiency projects in Hsvice sector and to leverage additional
financing for the energy efficiency investmentsiirthe private sector (for more details, see Annex
VII).

Immediate Objective 4
Facilitating the effective replication/utilisatiarf the project results and lessons learnt.
Output 4.1
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A system for monitoring the GHG emission reductiohthe proposed pilot/demonstration projects in
place.

Activity 4.1.1

By building on the experiences with the other cienehange projects in other countries (GEF, JI
and/or CDM), developing a Project Monitoring andifieation Protocol for monitoring the GHG
emission reductions achieved with the suggested/@dmo projects.

Activity 4.1.2

As needed, preparing the specifications for, prioguand installing the required technical
equipment to facilitate proper monitoring of thejercts.

Activity 4.1.3

Training the operating personnel of projects to pilerand report the necessary information.

Output 4.2

Project results, experiences and lessons learningected and disseminated at the national and
regional level.

Activity 4.2.1

Monitoring the pilot CFL campaign in the residehsiactor as well as the development and
commissioning of the first pilot/demonstration grcis in the service sector, evaluating and
reporting the results and lessons learnt.

Activity 4.2.2

Monitoring and verifying the GHG emission reducsachieved as a result of the projects.
Activity 4.2.3

Conducting an independent project midterm and fwal luation , including the evaluation of the
effectiveness of the training and other capacifiding activities in reaching their stated objeetv
Activity 4.2.4

Compiling, publishing and disseminating the finadjpct report in Croatian and English
summarizing the results, experiences and lessanstle

Activity 4.2.5

Organizing meetings, workshops and seminars wétp#trticipation of the key stakeholders to
discuss the results and to initiate measures andti@s needed at the policy and other levels to
follow-up and expand the activities to other regiamd sub-sectors on a sustainable basis, incl. the
elaboration of measures needed to encourage eefiggncy improvements in the public buildings
as well as to strengthen the role of the energgieffcy aspects in the ongoing power

sector reform process;
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Annex 2: Definition of project objectives, outputsand activities in the
Inception Report

Development Objective

Reducing Croatia’'s greenhouse gas emissions byostipyp the implementation of economically
feasible energy efficiency technologies and measuréhe residential and service sectors.

Immediate Objectives, Outputs and Activities

Immediate Objective 1
Overcoming the general institutional barriers ® pnomotion of energy efficiency

Output 1.1
Enhanced capacity of the regional authorities torjute energy efficiency (EE)

Activity 1.1.1
Organizing seminars, workshops and other promatiantvities aiming to create a sustainable EE
market

Activity 1.1.2

Creating and strengthening the capacity of theggneéepartments of the local counties for the expert
that can serve as energy advisors for the locahtgolo conduct energy audits, initate specific EE
projects, and otherwise to act as a clearing héarsenergy related information and to promote and
support energy efficiency and renewable energy ureas thereby preparing ground for the later
establishment of regional energy centres;

Immediate Objective 2
Overcoming the barriers to improving the energycefhcy of the residential sector

Output 2.1
Increased public awareness of the available eneffigient technologies and measures and their
benefits to the consumers

Activity 2.1.1

On an ongoing basis organizing information dissexitim and public awareness raising campaigns
(incl. seminars, publication and distribution ofdmnmation leaflets/fact sheets, use of the publedia
etc.) to raise the public awareness on the costs tmmefits of the different energy efficient
technologies and measures applicable in the holdseho

Output 2.2

A successfully conducted marketing campaign to jptenthe EE home improvements and or building
new homes and residential buildings according &lthv energy and smart home integrated design
concept.

Activity 2.2.1

Announcing a public call for tender for EE manutaets and service providers to submit proposal for
development of EE projects;
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Activity 2.2.2
In co-operation with the selected manufactureii(splement the proposed projects, monitor results
and promote the concept through media and DIY Ireftains.

Output 2.3
Replication of similar projects for other regiomslfor technologies.

Activity 2.3.1

Organizing targeted information dissemination aratkating campaigns to promote the results from
pilot projects, and based on the experiences assots learnt from the first pilot campaign,
replicating similar projects for other regions aas,applicable, other EE technologies and techsique

Immediate Objective 3
Overcoming the barriers to improving the energicefhcy within the service sector

Output 3.1
Increased awareness of the owners of the publiccamimercial buildings on the available energy
efficient technologies and measures.

Activity 3.1.1

Initiate a “House—in—order” project where selecigovernment and municipality buildings will
implement major EE improvements, having subsegopetations closely monitored and the resulted
energy savings and GHG reductions verified.

Activity 3.1.2

Organizing targeted information dissemination aratkating campaigns to promote the results from
the “House-in-order” project (including targetedemyy audits) to raise the awareness of the
owners/operators of the buildings on the availabiergy efficient technologies and their cost and
benefits to the clients, and to replicate the mtgje

Output 3.2
Enhanced capacity of the local stakeholders tdateitand support the implementation of energy
efficiency measures in the service sector

Activity 3.2.1

Establishing strategic partnerships between mareicipants (banks, engineering companies etc.) to
initiate energy efficiency measures in the sergieetor, and building the capacity of the local etge

in project preparation, financing and managementval as in the installation, maintenance and
operation of different energy efficient equipment;

Activity 3.2.2

Providing guidelines and incentives for energy tauidnd for the preparation of “bankable” feastpili
studies and business plans for improving the enefiigiency of the service sector, considering both
supply and demand side measures with the initaldmn the hotels and public buildings;

Output 3.3
A pipeline of “bankable” energy efficiency investmgroposals for the service sector facilities;
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Activity 3.3.1
Launching a campaign of free “walk through” eneagylits for service sector facilities in co-operatio
with the local engineering companies, NGOs, puddlithorities and other relevant stakeholders.

Activity 3.3.2
Presenting and discussing the results of the awititsthe targeted clients with the aim to entéoin
contractual arrangements for further developmedt as applicable, implementation of the projects.

Activity 3.3.3

Supporting the development of the projects intbffatiged investments proposals by training and by
providing other technical assistance to projecettgers as well by establishing a specific “Project
Development Fund” to share the costs and the dsksoject development.

Output 3.4
A Partial Guarantee Facility to leverage finandiogthe targeted energy efficiency investments

Activity 3.4.1

Establishing a Partial Guarantee Facility to sliaeerisks connected with the preparation and
implementation of energy efficiency projects ie tiesidential and service sectors and to leverage
additional financing for the energy efficiency ist@ents from the private sector;

Immediate Objective 4
Facilitating the effective replication/utilisatiarf the project results and lessons learnt.

Output 4.1
A system for monitoring the GHG emission reductiohghe proposed pilot/demonstration projects in
place.

Activity 4.1.1

By building on the experiences with the other clienahange projects in other countries (GEF, JI
and/or CDM), developing a Project Monitoring andrifieation Protocol for monitoring the GHG
emission reductions achieved with the suggested/@&mo projects.

Activity 4.1.2
As needed, preparing the specifications for, priaguand installing the required technical equipment
to facilitate proper monitoring of the projects.

Activity 4.1.3
Training the operating personnel of projects to pilgrand report the necessary information.

Output 4.2
Project results, experiences and lessons learningected and disseminated at the national and
regional level.

Activity 4.2.1

Monitoring the pilot EE campaign in the residentsgctor as well as the development and
commissioning of the first pilot/demonstration @i in the service sector, evaluating and regprtin
the results and lessons learnt.

Activity 4.2.2
Monitoring and verifying the GHG emission reducarchieved as a result of the projects.
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Activity 4.2.3
Conducting an independent project midterm and feaaluation, including the evaluation of the
effectiveness of the training and other capacifiding activities in reaching their stated objeetv

Activity 4.2.4

Compiling, publishing and disseminating the finedjpct report in Croatian and English summarizing
the results, experiences and lessons learnt

Activity 4.2.5

On an on-going basis organizing meetings, workslasgsseminars with the participation of the key
stakeholders to discuss the results and to initreasures and activities needed at the policy Href o
levels to follow-up and expand the activities tbestregions and sub-sectors on a sustainable basis,
incl. the elaboration of measures needed to engeugaergy efficiency improvements in the public
buildings as well as to strengthen the role of@hergy efficiency aspects in the ongoing powerasect
reform process.
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Annex 3: Reconstructed LogFrame with newly definedndicators and
targets after MTE

Project GoalRemoving key barriers to the implementation afreamically feasible energy efficiency
technologies and measures in the residential awiteesectors in Croatia, thereby reducing their
energy consumption and associated greenhouse gssi@m by 2 Mton CO2 cumulatively by 2020.

general mstitutional
barriers to the
promotion of energy
efficiency

energy efficient
end-use
technologies in
buildings as a
result of project
investment
support

EE measures in
buildings of
UsD 2.5 M at
mad-term and
UsD 7.5 M by
end of project

+ follow-up on
implementatio
n of measures

Project Strategy Indicator Baseline Target Sources of Assumptions
Verification
Objective: Darect CO, No additional Investments Investment —
Reducing Croatia’s SNTEST mvestments leading to support records
greenhouse gas reductions as a 15.000 kton + follow-up on
emissions by result of CO; emission implementatio
supporting the project-assisted savings by end | n of measures
unplementation of investments of project
economucally feasible
energy efficient Indirect COy Modeling of
technologies and ENSS100n No additional Indirect national sales | Economic
measures in reductions as a | mndirect emission | emission data of EE situation does
residential and service | result of project | reductions Savings products not deteriorate.
sector buildings. activities amounting to (lamips.,
targetmg a 1.9 Mton by appliamces_
wider audience 2020. boilers._
mnsulation
materials);
surveys to
track project
impact on
nvestment
decisions
Outcame 1: New No additional Investments for | Investment —
Orvercoming the investments in | mvestments project-endorsed | support records

Activity 1.1.1

Activity L.1.2

Activity 1.13

Output 1.1: Enhanced capacity of the regional authornities to promote energy effictency m buildings
Indicator: Regional and other public authorities have established an energy management system and vse this to
promote EE investments and measures (mid-term target: 1 authornity; end of project: 5 authorities)

Organizing seminars. workshops and other promotional activities aiming to create a sustamable EE market and
10 enhance regional authonities ™ awareness of energy efficiency.

Create and mamtain information system for monitonng and reporting of energy consumpiion (Energy
management system) by tvpes of energy sources for facilities of the municipal or county sector, to help identafy
energy efficiency opportunities.

Building the capabilities of regional authorities staff to 1demtify local energy needs and service, develop and
mitiate local energy plans. mcluding energy efficiency and renewable energy measures.
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Project Strategy Indicator Baseline Target Sources of Assumptions
Verification

Outcome 2: Honsehold 24 5 % of 05-100 % of Clonsumer Fronomie
Overcoming the awareness of households aware | households SUCVey in »e situation does
barriers to improving | availability and | of availability of | aware of and last year of | not deteriorate.
the energy efficiency benefits of EE EE products and | availability of project to the pomt
of the residential lighting their benefits EE products and that
sector appliances and their benefits mvestments

equipment become

41.9 % of 54 % of impaossible

No. of households have | households have | Consumer

houwseholds that | purchased a CFL. | purchased a survey i »

havwe purchased | EE appliance or CFL. EE and last vear of

EE lighting, msulation applance or project

appliances or material in last msulation

equipment in 12 months material in last

the last 12 12 months

months

Output 2.1: Increased public awareness of the available energy efficient technologies and measures and their
benefits to the consumers

Indicator: see above
Activity 2.1.1

On an ongomng basis organizing information dissemination and public awareness raising campaigns (incl.
semmars, publication and distribution of information leaflets/fact sheets. use of the public media etc) to rase the
public awareness om the costs and benefits of the different energy efficient technologies and measures applicable in

the households.

QOutput 2.2: Successfully conducted marketing campaign to promote the purchase of energy efficient products

Indicator: see above
Activity 2.2.1

Tn co-operation with the selected manufachwer(s) estahlish Energy comers an TITY retail chams to promaote the
purchase of energy efficient products and services.

Activity 2.2.2

Promote the concept of ensrgy efficient products through the public marketing campaign
Output 2.3: Successfully developed and demonstrated financial and/or other mechamsms to support

mvestments 1n the energy efficiency of residential buildings by thewr owners (end of progect target: 2 mechanisms
developed. 1 successful demomnstration)

Activity 2.3.1.

Develop and disiribute designs for typical energy efficiency improvement measiures for HVAC systems. building
msulation. lighting. and use of renewable energy technology. for existing and new residential buildings.

Activity 2.3.2.

Providing advisory service for emergy efficiency improvement in the residential sector and development of
pipeline of bankable projects.

Aciivity 2.3.3,

Establish a Partial Guarantee Facilaty to share the risks connected with the implementation of energy efficiency
projects 1n the residential sector and to leverage additional financing for the energy efficiency mvestments from

the private sector
Activity 2.3.4

Suppul commnnercial banks m evaluating lecloneal ments of the loan applications for eusmpy elliciency

LNPTOVEINSnts.

Qutcome 3:
Overcoming the
bamers to improving
the energy efficiency
within the service
secior

Hotel and
public building
owner
awareness of
availability and
benefits of EE
lighting.
appliances and
equipment

26.5 %o of hotel
owners & public
building
managers aware
of availability of
EE products and
their benefits

37 % of hotel
owners & public
bulding
managers aware
of availabality of
EE products and
their benefits

Y + 10 % of
hotel owners &

Survey of hotel
owners and
public buld:
managers in 2
and last vear of
project

Economic
situation does
not deteriorate,
to the point
that
investments
become
impossible
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Praject Strategy Indicator Baseline Target Sources of Assumptions
Verification

No. of hotels Y %% of hotel public building | Survey of hotel
and public owners & public | managers have owners and
buildings that | bwlding purchased a public buildn
have purchased |managers have CFL. EE managers in 2
EE lighting, purchased a CFL. | appliance or and last year of
appliances or EE appliance or | nsulation project
equipment in msulation material in last
the last 12 material in last 12 months
months 12 months

Qutput 3.1: Increased awareness of the owners of the public and commercial buildings on the available energy
efficient technologies and measures.

Indicator: see above

Activity 3.1.1

Organizing targeted information dissemination and marketing campaigns to promote the results from the
sustainable energy management in cities project {mcluding targeted energy audits) to raise the awareness of the
owners/operators of the buildings on the available energy efficient technologies and thewr cost and benefits to the
clients. and to replicate the projects.

Output 3.2: Successfully developed and demonstrated financial and/or other mechanisms to support investments
1 the energy efficiency of service sector buildings by their owners (end of project target: 2 mechanisms
developed. 1 successtul demonstration)

Activity 3.2.1

Launch a campatgn of free “walk through™ energy audits for service sector facilities 1n co-operation with the local
engineermng companies, NGOs, public authorities and other relevant stakeholders where selected buildings will
mmplement major EE improvements. and monitor the resulting energy savings and GHG reductions. Presentmng
and discussing the results of the audits with the targeted clients with the aim to enter into contractual
arrangements for further development and. as applicable. implementation of the projects

Activity 3.2.2

Provide tramimng and guidelines to auditors to improve the quality of their energy audit reports.

Activity 3.2.3

Tram developers i project development and offer to share the costs and the risks of project development,
through the “Project Development Fund™

Activity 3.2.4

Establishing a Partial Guarantee Facility to share the risks connected with the preparaton and mmplementation of
energy efficiency projects in the residential and service sectors and to leverage additional financing for the energy
efficiency investments from the private sector.

Activity 3.2.5

Provide technical support to commercial banks 1n evaluating techmical merits of the loan applications for energy
efficiency improvements.

Qutcome 4: No impact No impact No impact target | — —
Facilitating the indicator baseline

effective

replication/utilization

of the project results
and lessons leamt.

Output 4.1: Enhanced government capacity to prioritise and implement targeted activities to promote energy
efficiency

Indicator: National energy efficiency strategy developed and operational (mud-term target: strategy developed:
end-of-project: operational)

Activity 4.1.1

Development of a comprehensive Energy efficiency Strategy which sets national and sector-specific targets for
energy efficiency improvements, outlines the methods and implementation procedures and highlight necessary
changes 1 policy and regulatory framework which nead to be followed 1n the long-term for expandmng the pilot
projects activities on a broad national level

Strengthen the role of Energy efficiency within national energy development plans.

Output 4.2: A system for monitoring the GHG emussion reductions of the proposed pilot/demonstration
projects in place.
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Project Strategy Indicator Baseline Target Sources of Assumptions
Verification

Indicator: Energy and CO2 enussion monitering of project umpact established and operational

Activity 4.2.1

By building on the experiences with the other climate change projects in other countries (GEF . JT and/or CDM).
developing a Project Monitoring and Verification Protocol for monitormg the GHG emizsion reductions
achieved with the suggested pilot/demo projects;: monitoring and verifying the GHG emission reductions
achueved as a result of the projects.

Output 4.3: Project results. expeniences and lessons learnt documented and disseminated at the national and
regional level

Indicator: Project results widely dissemunated and discussed with stakeholders

Activity 4.3.1

Monitoring the pilot EE campaign in the residential zector as well as the development and comimissioning of the
first pilot/demonstration projects 1n the service sector, evaluating and reporting the results and lessons learnt.
Activity 4.3.2

Conducting an independent project midterm and final evaluation. including the evaluation of the effectiveness of
the traiming and other capacity building activities in reaching their stated objectives.

Compiling. publishing and dissemunating the final project report in Croatian and English summarizing the
results, experiences and lessons leamt

Activity 4.3.3

On an on-gomng basis organizing meetmngs. workshops and senuinars with the participation of the key
stakeholders to discuss the results and to mnitiate measwres and actrvities needed at the policy and other levels to
tollow-up and expand the activities to other regions and sub-sectors on a sustamable basis.
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Annex 4: Itinerary

Date

Meeting

Place

07.03.2011.
Monday

08.00

Mr. Zoran Morvaj, National Project Manager - Ch
Technical Advisor - Introduction

09.00. -13.30

Project Managers: Vlasta Zanki, Sandra Magajne aG
Cagi¢, Zoran Bogunowi, Dunja Fadljew

UNDP E&E Programme Officer: Sandra Viasi

14.00

UNDP CO: Louisa Winton, RR, Alessandro Fracass
Deputy RR

Zagreb
ef

ptti,

08.03.2011.
Tuesday

“House in order” stakeholders

10.00 Ministry of Foreign Affairs

Mr. Stipe Franjievi¢, Mr. Miro Skugor — Head o
Maintenance Department

13.00 Ministry of Interior

Mr. Leon Cok — Senior expert adviser in the Departm
for the real estate management and investments

Ms. Gordana Bu& Head of Department for the re
estate management and investments

14.00 Ministry of justice, Prison System Directerat
Mr. Branko Peran — Acting Director General of Pnis
Administration
Ms. Marija Josipovi — Head of Legal and Administrativ
Department

16.00 Ministry of economy
Mr. Ivan Raguzin, Head of Department for Renews
Energy and Energy Efficiency

Mr- Drazen LeS — Technical Assistant (UNDP partetim

secondant )

Zagreb

f

ent

al

(0]

e

1ble

09.03.2011.
Wednesday

9.30 World Bank — Ms. NataSa Vetma — Operati
Officer

11.00. Environmental protection and EE fund

Ms. Irena Dubravec, Head of the EE Department
13.00 HEP ESCO —Ms. Gordanadidi— director

16:00 Project team, Zoran Bogunévi

pAsgreb

10.03.2011.
Thursday

13.30. Osijek-Baranja County

Goran Pichler, EE Project Task Manager for Slavonia
Mia Dragovi, Assistant Task Manager

BoZica Dunkow, IvanaCandrlic, Osijek-Baranja Count
Agency for Development

Osijek

11.03.2011.
Friday

9h Varazdin County
Ms. Blanka Glavica I#nenica — Deputy County Prefect

Sisak
Varazdin

Mr. Miroslav Huiek — Head of the Department f

Dr
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Education, Culture and Sport
Mr. Tomislav Jarmi — Head of the Department for
economy, regional development and EU integration
Mr. Nikola Kwis — EE team leader

13 h Sisak municipality

Ms. Purdica Fran¢ — EE manager

Mr. Petar Laroti — EE manager

17:00 Project Team: Sandra Magajne

14.03.2011. | 10:00 Internorm/Alutermik; Zagreb
Monday 11:30 Vaillant
14:00 Danfoss

15.03.2011. | 10.00 Davor Percan, Delegation of the EU Zagreb
Tuesday Toni Vidan — Zelena Akcija
16.03.2011. | National Project manager Zagreb

Wednesday | Project Managers
UNDP E&E Programme Officer

17.03.2011 | 9:00 debriefing
Thursday UNDP CO - RR or DRR

RTA John O’Brien, UNDP BRC, Bratislava
De-briefing and discussion (phone)
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Annex 5: List of persons interviewed

Mr. Miro Skugor, Head of Maintenance Department
Mr. Stipe Franjevi¢, Maintenance Department
Ministry of Foreign Affairs

Trg Nikole Subta Zrinskog 7-8, 10 000 Zagreb

www.mvpei.hr

Ms. Gordana Bugj Head of Department for the Real Estate Manageamhinvestments

Mr. Leon Cok, Senior Expert Adviser in the Department for tReal Estate Management and
Investments

Ministry of Interior

Ulica grada Vukovara 33, 10 000 Zagreb

www.mup.hr

Mr. Branko Peran

Acting Director General of Prison Administration
Ms. Marija Josipoi

Head of Legal and Administrative Department
Ministry of Justice, Prison Administration Head io¢f
Petrinjska 12, 10 000 Zagreb
www.uzs.pravosudie.hr

Mr. Igor Raguzin

Head of Department for Renewable Energy and Engffiygiency

DraZen LeS§, Technical Assistant, Department foreRetle Energy and Energy Efficiency
Directorate for Energy

Ministry of Economy, Labour and Entrepreneurship

Ulica grada Vukovara 78, 10 000 Zagreb

www.mingorp.hr

Ms. NataSa Vetma

Operations Officer

Environment and Energy

The World Bank

Radnika cesta 80/IX, 10 000 Zagreb
www.worldbank.hr

Ms. Irena Dubravec

Head of Department for Rational Energy Use and dnEfficiency
Environmental Protection and Energy Efficiency Fund

Ksaver 208, 10 000 Zagreb

www.fzoeu.hr

Ms. Gordana L&i¢
Director
HEP ESCO d.o.o.
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Ulica grada Vukovara 37, 10 000 Zagreb
www.hepesco.hr

Ms. Bozica Dunko\d

Ms. IvanaCandrli

Osijek-Baranja County Development Agency
S. Radta 4, 31 000 Osijek

www.obz.hr

Ms. Blanka Glavica-Jgnenica, Deputy County Prefect

Mr. Miroslav Huiek, Head of the Department for Education, Cultuma Sport

Mr. Tomislav Jarmi, Deputy Head of the Department for Economy, Regji@evelopment and EU
integration

Varazdin County

Franjev&ki trg 7, 42 000 Varazdin

www.varazdinska-zupanija.hr

Mr. Nikola Kwi$, Energy efficiency team leader
AZRA, Varazdin County Development Agency
Franjevaki trg 7, 42 000 Varazdin

www.azra.hr

Ms. Durdica Frard

Mr. Petar Larott

Energy Efficiency and Renewable Energy Counselor

Department of Environmental Protection, Rural Depetent and Agriculture
Municipality of Sisak

Rimska 26, 44 000 Sisak

Mr. Josip Komljenowi, Chairman

Mr. Tomislav Brleté, Sales Manager
Alu Termik d.o.o., Internorm partner
Savska 144a, 10 000 Zagreb
www.alutermik.hr www.internorm.hr

Ms. Vlasta Konosi

Sales and Marketing

Industrial Automation

Danfoss d.o.o.

Magazinska 9a, 10 000 Zagreb
www.danfoss.hr

Mr. Davor Percan

Task Manager

Environment, Energy and Natural Resources
Delegation of the European Union to the Republi€afatia
Trg Zrtava fasSizma 6, 10 000 Zagreb
www.delhrv.ec.europa.eu
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Mr. Toni Vidan

Director of Energy Program

Zelena Akcija — Friends of the Earth Croatia
Frankopanska 1, 10 000 Zagreb
http://zelena-akcija.hr
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Annex 6: Summary of field visits

Ministry of Foreign Affairs

The Ministry of Foreign Affairs has participated time House in Order segment of the project. The
project has established EE team and trained EEsAdviat the Ministry, Green Office training was
provided to 500 employees of 600, the Ministry lpmepared EE reconstruction plans. On-line
metering of energy consumption has been implemeatet real-time data are shown on an LCD
screen installed in the lobby of the Ministry, egyerconsumption in facilities of the Ministry is
monitored in the EMIS system. The cooperation whih project has been very useful and informative.
The managers expect energy consumption reductiaca df0% due to improved management and
changed behavior of employees.

Ministry of Interior

The Ministry has 360 facilities with a total arda400 000 m2, and employs 25 000 people. The
Ministry has established EE team, developed thistexgof their buildings and collects and monitors
data on energy consumption of ca 200 buildingeénBEMIS system as part of the HiO program. Eight
EE advisors and 800 employees of the headquadeesiieen trained in EE and Green Office
management, including green tendering, all of 2thtpdirectorate facility managers will be trained

in EE housekeeping. EMIS has already helped tatifgezxcessive water consumption due to pipe
leakages, and to optimize electricity tariffs usBlde savings generated more than 1 mil HRK (200 k
USD) per year, without investment. Three EE prgjedth estimated savings of up to 40% have been
prepared with assistance from the project and baee submitted to the EPEEF for financing. EE
measures include both demand and supply side nesasuich as fuel switch (oil to gas). LCD screen
with real-time information on the actual consumptiwas been installed in the lobby of the Ministry.

Ministry of Justice, Prison Administration Head Office

The prison administration belongs to the most agbarticipants in the House in Order program. The
Ministry administers 14 prisons, 8 houses of cdioa¢ 1 hospital, and 135 facilities. Energy
efficiency and green office training has been pdoard EE advisors trained. Excessive water
consumption has been reduced due to energy and ezteumption monitoring and evaluation. In
addition to four energy efficiency projects subsitto EPEEF for financing a special recycling
project has been prepared. A system for colleafarsed paper in all governmental facilities should
be established and recycled and processed in dtdeigtion facility by the prisoners. Monthly reports
on EE are prepared and submitted to the directtveoPrison Administration. Cooperation with HEP
ESCO put on hold for now because of the restristaithe Ministry of Finance (Aim of MoF is to
reduce budget deficit, and thus heavily control$ jpirevents new debt financing, including third part
financing — EPC/ESCO projects). The administratiearly recognizes benefits of EE in facility
management and will continue to operate the EMESesy even after the project is phased out.

Ministry of Economy, Labour and Entrepreneurship

Ministry of Economy serves as a main project partm¢he country — and as an executing agency as
well, and it played a critical role in supportingdapromoting the project concept among local
stakeholders. The Ministry has provided also 0.8U8D cash co-financing to the project, and the
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former minister has provided significant politicalpport in obtaining the local co-financing of 18 m
USD from the EPEEF. The Energy Efficiency Departhwdrthe Ministry is heavily understaffed. The
Energy efficiency department has only a singlegeectively employed (another one is on a long
sick-leave). Due to the budget cuts in responglea@conomic crisis there is a general ban on new
governmental jobs openings. The project has deedltipe Energy Master Plan and Energy Efficiency
Strategy including EE targets, based on which ti@stty of Economy submitted Energy Efficiency
Program for Croatia (2008-2016) and The First Netidcnergy Efficiency Action Plan, which have
been approved in 2010. The project provides adsbtpne technical assistance to the Energy
efficiency department, and assists the Ministnhwigveloping certification of energy auditors, gyer
efficiency bylaws, and other activities.

World Bank

The World Bank has provided 5 mil USD loan to HE&tibinal Electricity Utility for establishment
and operation of HEP ESCO, and it has implemenedgy efficiency project with a 7 mil USD grant
from GEF, of which 1.2 mil USD has been allocatedfinancing the Partial Credit Guarantee
program at the HBOR bank. The Partial Credit GusePartial Guarantee Facility - PGF) was
jointly developed and supported by the World Bardjgrt and by the UNDP project, and financed in
both cases by GEF. The UNDP project has provideéanl USD for financing of the PGF at the
HBOR bank. The Partial Credit Guarantee programmtiidage to have signed only two deals with
industrial customers, in the total amount of 0.8W8D. The remaining amount of 0.3 mil USD was
reallocated to other World Bank project activitieieP ESCO). The World Bank project evaluation
states thatthe PCG facility failed to attract demand and redulbe perceived high risks of EE
projects and mitigate the rigid collateral requirents imposed on these projects by local financiers.
In this context, the PCG did not have a transfororatl effect but rather helped less creditworthy
borrowers to access EE lending by improving theltateral.”

The World Bank appreciated the technical assistdre&NDP project has provided, including

energy audits performed at the facilities of thertdlof the Partial Credit Guarantee program.

Environmental Protection and Energy Efficiency Fund

The Fund provides financing for environmental pctt:, waste management, energy efficiency and
renewable energy projects. Fund serves, togethbrtiae Ministry of Economy, as a national Energy
Efficiency Agency. Since its establishment in 20, Fund has disbursed a total of 829 mil EUR, of
which 56 mil EUR (ca 7%) have been spent on eneffigiency and renewable energy projects. The
Fund’s support cannot exceed 40% of the eligibs;@nd 230 000 EUR in total per customer. The
Fund has provided significant co-financing for W&DP project, including information campaigns,
SGE and HiO projects. The Fund is willing to accovdate the project team necessary for
implementation of the SGE and HiO programs, howeawveidecision has been made yet.

HEP ESCO

HEP ESCO is an Energy Service Company establislitathvwhe HEP Group with the initial support
from the World Bank. HEP ESCO has been successiuiplementing EPC projects in Croatia and in
2007 it has been awarded European Energy ServiegdMaor the best European energy service
company. Due to debt restrictions of the Ministfymance, public authorities are currently
practically not allowed to implement EPC projett&P ESCO has thus refocused its activities from
public sector to private industrial and commerciztomers. The UNDP project has significantly
improved the quality of energy audits in the coynitrdeveloped the methodology of energy audits
and has trained energy auditors.
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Annex 7: List of documents reviewed

Document

Description

Project document

The Project Document and Budget Revisions
Amendment to Project Document
HiO Project Documents

SGE Project Documents

Project reports

Project Inception Report
Performance Reports

Mid-term Evaluation Report

Annual Project Report
to UNDP/GEF

Annual Project Implementation Reports

Other
materials:

relevant

Project files

Notes to the files

Minutes of Project Board and Project Steering Committee Meetings
Co-financing agreements

Researches and evaluations results

Presentation materials

Press articles and other media appearances

GEF Monitoring and
Evaluation Policy

http://www.thegef.org/gef/sites/thegef.org/files/documents/GEFMonitorin
gEvaluationPolicy.pdf

UNDP/GEF Monitoring
and Evaluation Policy
and Procedures

http://www.undp.org/gef/documents/me/ME-HandBook.pdf
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Annex 8: List of publications

TITLE COMMENT TOTAL NUMBER
Manual for Implementation |For energy auditors
of Energy Audits in
buildings 2 000
Manual for weekly and
daily analyses and energy
consumption data
interpretation 1 000
Manual for Energy
Certification of the
Buildings 2 500
Manual for Energy Instructions for energy advisors
Advisors 4 000
Typical measures for A compilations of informative and educational
improvement of energy materials, aiming at familiarizing citizens with
efficiency energy efficiency technologies, devices and

materials and stimulate their application in

homes. The brochure also provides information

on energy and financial savings, necessary

investments, return on investment period and

include specification of equipment and their

maintenance.Typical measures should

facilitate a decision on how to build and

renovate their homes, which equipment and

materials should be built in, all aiming at

reducing energy expenses. 2 000
Handbook for A manual for the classification of energy
implementation of EE efficiency projects in the local government
projects into local and budgets. It describes process of preparation of
regional administration energy efficiency projects, their implementation
budgets. in the budgets of local and regional self-

governments and good practices of energy

efficiency projects financed by local and

regional governments. The manual is designed

for decision makers in the public sector and

officials responsible for implementing energy

efficiency projects, their budget planning and

monitoring, but also to the wider interested

public. 2 000
Procura+ guidebook Translation of a guidebook for sustainable

public procurement originally published by the

Procurat+ Campaign that was established in

2004 by ICLEI — Local Governments for

Sustainability to help drive the mainstreaming

of sustainable public procurement. 2 000
Brochure “One Ton Simple instructions, suggestions and ideas to
Challenge (1t CO2)” citizens how to personally reduce emissions of

1t CO2 635 000
Brochure “200 EE advices” | For citizens 750 000
Manual Energy For policy makers and E managers in local and
management in cities and | regional government 3200
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counties

Annual report on
systematic energy
management in the city of

Good practice examples from the pilot project
in the City of Sisak

Sisak 2 500
Programme of the national | Systematic energy management in the cities
conference of cities and and counties
counties held in Split (May
2008) 600
Energy management in the
City of Zagreb -
Conference brochure 500
SGE 2 pager (hrv and eng) 7 100
HiO 2 pager (hrv and eng) 10 200
EE promotion posters Posters on 5 topics of EE, SGE poster, HIO

poster 8 600
Green Office Guide For all employees in public administration (but

also suitable for commercial sector). Guide is

describing performance of daily activities,

usage of devices, the way we buy things, travel

to and from work. It covers the following topics:

office equipment, paper, lighting, heating,

cooling, ventilation, water, waste, green

procurement, passenger transport. Guide can

be used in whole or modular. Chapters are

separated, although mutually dependent, can

be performed by the measures that relate to

one or all of the chapters. 10 000
Green Office Workbook For Green office managers. It is a tool that

guides introduction and implementation of the

green office concept so that it can became a

continuous practice in administration. It shows

how to evaluate the status (baseline) in the

office and to plan future priorities and

objectives, policies and measures for their

implementation. Provides guidance for

monitoring and analysis of progress and

proposes new activities to meet measurable

goals. 2 000
Green Board Tool for displaying Green Office activities

progress, enables distribution of the analyzed

data to all employees of local government unit.

It serves to show the achieved results,

implemented measures, settings of new goals

and collecting new ideas for future periods. 100
Green office poster
“Gaspar in the office” 400
Green office stickers Computers, lighting, water, paper, office

equipment, heating/cooling 63 000
Green office comments box 100
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DVD Movie “My EE
(Energy Efficiency) Town”

Informative-educational tool for training of local
government officials. Two versions with

different duration 25'12” and 12'16” 2 000
Movie “Think about
tomorrow” 52 000
Poster “City news” Template — custom information for each city 31
Poster “Gaspar advice” 31
City light poster Template — custom information for each city 78
EE cloth bags 12 600
EE folders (A3 and A4) 18 400
EE Small posters A4 38 350
A4 "Gaspar advices"
posters 4 000
HIO A4 folder 6 900
Stickers for info centers 23
Glued posters/Forex
posters 1167
EE paper bags 5 850
Info center&info points Hard to specify, as they are different
wallscapes & stickers dimensions and tailor-made to fit each info

center and info point 7
HIO brochure 1700
Box/Folder for EE advisors
courses 1 000
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Annex 9: Evaluation TOR

Terms of Reference
For

Final Evaluation of the Project

CRO/00/G31/A/1G/99

REMOVING BARRIERS TO IMPROVING ENERGY EFFICIENCY

OF RESIDENTAL AND SERVICE SECTORS IN CROATIA (EE
PROJECT)

ATLAS PROJECT NO: 00034424

PIMS 715
Functional Title: International Expert for the Fin  al Evaluation
Project: “Removal of barriers for energy efficiency in Croatia” (EE Project)
Type of Post: SSA
Duration: 3 months, estimated working time: approximately 35 working days

Commencement Date: February 1st, 2011

Terms of Payment: Lump sum payable in instalments upon satisfactory completion
of milestones and approval by UNDP of all deliverables, including the
Evaluation report
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[. INTRODUCTION

A) UNDP/GEF Monitoring and Evaluation (M&E) policy

The Monitoring and Evaluation (M&E) policy at the project level in UNDP/GEF has four
objectives: i) to monitor and evaluate results and impacts; ii) to provide a basis for decision
making on necessary amendments and improvements; iii) to promote accountability for
resource use; and iv) to document, provide feedback on, and disseminate lessons learned. A
mix of tools is used to ensure effective project M&E. These might be applied continuously
throughout the lifetime of the project, e.g. periodic monitoring of indicators, or as specific
time-bound exercises such as mid-term reviews, audit reports and final evaluations.

In accordance with UNDP/GEF M&E policies and procedures, all regular and medium-sized
projects supported by the GEF should undergo a final evaluation upon completion of
implementation. In addition to providing an independent in-depth review of implementation
progress, this type of evaluation is responsive to GEF Council decisions on transparency and
better access of information during implementation.

The final evaluation is intended to assess the relevance, performance, management
arrangements and success of the project. It looks at impact and sustainability of results,
including the contribution to capacity development and the achievement of global
environmental goals. It also identifies/documents lessons learned and makes
recommendations that project partners and stakeholders might use to improve the design
and implementation of other related projects and programs.

B) The project objectives and its context within th e Croatia

In December 2004, the Government of Croatia and the United Nations Development
Programme (UNDP) signed a project aimed to develop an active and sustainable market for
energy efficiency products and services.

The main project objective is to remove the key barriers to the implementation of
economically feasible energy efficiency technologies and measures in the residential and
service sectors in Croatia, thereby reducing their energy consumption and associated
greenhouse gas emissions.

Since the Energy efficiency (EE) market in Croatia is underdeveloped with almost non-
existing demand for EE products and services, the Project is focusing on transforming the EE
market through a mix of interventions and instruments targeting both supply and demand

100



TOR EE CRO FE October 2010

side of the market, and through continuous public information, awareness and social
marketing activities.

The initial focus of the project was on the residential and service sectors with following
instruments: Free energy audits (FEAS), Project Development Fund (PDF), Partial financial
guarantees fund (PGF), Technical Assistance, and Information promotion campaign.

Building on the excellent results of the pilot project of introducing Energy Management (EM)
in the City of Sisak, which was implemented within the EE Project; and in order to support
national development priorities, as defined in Energy Strategy for Republic of Croatia and in
the national Programme for Efficient Use of Energy, the Project: “Introducing Energy
Management to Cities and Counties” (SGE) and the Program “House in Order” (HIO),
endorsed by the Government of Croatia, have been developed. Both SGE and HiO are
components of the existing project "Removing barriers to energy efficiency in Croatia",
supported both financially and institutionally by the Ministry of Economy, Labour and
Entrepreneurship and Environmental Protection and Energy Efficiency Fund of Croatia. Their
aim is to introduce EM on national, regional and local level, with a range of related projects in
building sector

The key stakeholders for the implementation of this project are:

Ministry of Economy, Labour and Entrepreneurship (MELE);
Environmental Protection and Energy Efficiency Fund (EPEEF);
Ministries

Cities and Counties

World Bank Energy Efficiency and Renewable energy projects;
HEP ESCO;

UNDP Croatia

UNDP/GEF Regional Center for Europe and CIS (Bratislava)

Project Outcomes as defined in the Project Document

1. Overcoming general institutional barriers to promotion of energy efficiency;

2. Overcoming the barriers to improving energy efficiency of the residential sector;
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3. Overcoming the barriers to improving energy efficiency within the service sector;

4. Facilitating effective replication/utilization of the project results and lessons learnt.

There is a number of Outputs associated with these outcomes. Progress towards them is
reported in the Annual Project Implementation Reviews (APR/PIR) and in the Mid Term
Evaluation Report completed in 2007 (all to be made available to the evaluator).

Original Project’s duration of four years (2005-2009) was extended for additional two years
(2009-2011).

[I. OBJECTIVES OF THE FINAL EVALUATION

This Final Evaluation is initiated by the UNDP Croatia as the Implementation Agency for this
project.

The objective of the Evaluation is to assess the achievement of project’s objective, the
affecting factors, the broader project impact and the contribution to the general goal/strategy,
and the project partnership strategy. It also provides the basis for learning and accountability
for managers and stakeholders.

The report will have to provide to the GEF Secretariat complete and convincing evidence to
support its findings/ratings.

The Evaluation Report will present assessment of the support model applied in the project,
its implications for the long-term impact and sustainability of the project results,
recommendations and lessons of broader applicability for follow-up and future support of
UNDP and/or the Government, highlighting the best and worst practices in addressing issues
relating to the evaluation scope.

I PRODUCTS EXPECTED FROM THE EVALUATION

The key product expected from this Final evaluation is a comprehensive analytical report in
English that should, at least, include the following contents:

1. Executive summary
2. Introduction
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3. The Project and its development context
4. Findings and Conclusions
4.1 Project Formulation

4.2 Project Implementation

4.3 Results

5. Recommendations
6. Lessons learned
7. Annexes

The length of the Final evaluation report shall not exceed 40 pages in total (not including
annexes).

IV SCOPE OF THE EVALUATION — SPECIFIC ISSUES TO BE ADRESSED

The key product expected from this final evaluation is a comprehensive analytical report in
English that should, at least, include the following contents:

1. Executive summary

1.1. Brief description of the project
1.2. Context and purpose of the evaluation
1.3. Main conclusions, recommendations and lessons learned

2. Introduction

2.1. Project background

2.2. Purpose of the evaluation

2.3. Key issues addressed

2.4. Methodology of the evaluation
2.5. Structure of the evaluation

3. The Project and its development context

3.1. Project start and its duration

3.2. Implementation status

3.3. Problems that the project seek to address

3.4. Immediate and development objectives of the project
3.5. Main stakeholders

3.6. Results expected
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4. Findings and Conclusions

In addition to a descriptive assessment, all criteria marked with (R) should be rated using the
following divisions: Highly Satisfactory, Satisfactory, Marginally Satisfactory, and
Unsatisfactory with an explanation of the rating. Also the Overall Rating of the project should

be indicated.

4.1. Project Formulation

4.1.1. Conceptualization/Design (R). This should assess the approach used in

design, the level of appropriate definition of problems and barriers to
implementation of Energy Efficiency measures in Croatia and whether the
selected intervention strategy addressed the root causes and principal threats in
the project area.

It should also include an assessment of the logical framework and whether the

different project components and activities proposed to achieve the objective
were appropriate, viable and responded to national market, institutional, legal
and regulatory settings of the project.

It should also assess the indicators defined for guiding implementation and
measurement of achievement.

4.1.2. Country-ownership/Driveness. Assess the extent to which the project

idea/conceptualization had its origin within national, sectoral and development
plans and focuses on national energy and development priorities.

4.1.3. Stakeholder participation (R) Assess information dissemination, consultation,

and “stakeholder” participation in design stages.

4.1.4. Replication approach. Determine the ways in which lessons and experiences

coming out of the project were/are to be replicated or scaled up in the design
and implementation of other projects.

4.2. Project Implementation

4.2.1. Implementation Approach (R). This should include assessments of the

following aspects:

General management and adequacy and effectiveness of the project
implementation structure.

Relevance: the extent to which the activities used are suited to local and
national development priorities and organizational policies, including changes
over time.

The use of the logical framework as a management tool during
implementation and any changes made to this as a response to changing
conditions and/or feedback from M and E activities if required.

Other elements that indicate adaptive management such as comprehensive
and realistic work plans routinely developed that reflect adaptive management
and/or; changes in management arrangements to enhance implementation.
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The project's use/establishment of electronic information technologies to
support implementation, participation and monitoring, as well as other project
activities.

Partnership strategy, general operational relationships between the
institutions involved and others and how these relationships have contributed
to effective implementation and achievement of project objectives.

Technical capacities associated with the project and their role in project
development, management and achievements.

Monitoring and evaluation (R):

* Assess the adoption of the monitoring and evaluation system during the

project implementation, focusing to the relevance of the performance
indicators, using SMART system of indicators (Specific, Measurable,
Achievable and Attributable, Relevant and Realistic, Time-bound, Timely,
Trackable and Targeted).

Assess whether there has been adequate periodic oversight of activities
during implementation to establish the extent to which inputs, work
schedules, other required actions and outputs are proceeding according to
plan.

+ Whether formal evaluations have been held and whether action has been

4.2.3.

taken on the results of this monitoring oversight and evaluation reports.

Stakeholder participation (R). This should include assessments of the

mechanisms for information dissemination in project implementation and the
extent of stakeholder participation in management, emphasizing the following:

4.2.4.

The production and dissemination of information generated by the project.
Local resource users and NGOs participation in project implementation and
decision making and an analysis of the strengths and weaknesses of the
approach adopted by the project in this arena.

The establishment of partnerships and collaborative relationships developed
by the project with local, national and international entities and the effects they
have had on project implementation.

Involvement of governmental institutions in project implementation, the extent
of governmental support of the project.

Financial Planning (R): Including an assessment of:

Financial management and accountability, including disbursement issues and
the extent to which the sound financial management has been integral part of
achieving project results, with particular reference to adequate planning,
identification of problems and adjustment of activities, budgets and inputs, and
reporting.

The cost-effectiveness of achievements - the actual project cost by objectives,
outputs, activities. The evaluator should include a table of planned financing
and co-financing, and actual financing and co-financing.

Co-financing®

Execution and implementation modalities. This should consider the
effectiveness of the UNDP and UNDP counterpart participation in selection,
recruitment, assignment of experts, consultants and national counterpart staff

! Please see guidelines in Annex 1 for reportingosfinancing
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members and in the definition of tasks and responsibilities; quantity, quality
and timeliness of inputs for the project with respect to execution
responsibilities, enactment of necessary legislation and budgetary provisions
and extent to which these may have affected implementation and
sustainability of the Project; quality and timeliness of inputs by UNDP,
Government and other parties responsible for providing inputs to the project,
and the extent to which this may have affected the smooth implementation of
the project.

e Sustainability. Extent to which the benefits of the project will continue, within
or outside the project domain, after it has come to an end. Relevant factors
include for example: development of a sustainability strategy, establishment of
financial and economic instruments and mechanisms, mainstreaming project
objectives into the economy or community activities.

4.3. Results

4.3.1. Impact: assessment of the results with reference to the project’s objectives.
The positive and negative, foreseen and unforeseen, changes to and effects
produced by a project’s intervention. In GEF terms, results include direct project
outputs, short- to medium term outcomes, and longer-term impact including
global environmental benefits, replication effects and other, local effects. If the
project did not establish a baseline (initial conditions), the evaluators should
seek to determine it through the use of special methodologies so that
achievements, results and impacts can be properly established.

4.3.2. Effectiveness: the extent to which the objectives have been achieved or are
expected to be achieved, taking into account their relative importance.

4.3.3. Efficiency: the measure of how economically resources or inputs (Funds,
expertise, time and so on) are converted into results.

4.3.4. Global environmental benefits: reductions in green house gas emissions,
including review of the methodology for calculating CO2 emission reductions
and validation of direct and indirect CO, emission reductions resulting from the
project.

4.3.5. Contribution to capacity development: extent to which the project has
empowered beneficiaries and have made possible for the government and local
institutions (municipalities) to use the positive experiences; ownership of
projects’ results.

4.3.6. Sustainability: prospects for continuation of project’s activities and benefits for
an extended period of time after completion of the GEF assistance.

4.3.7. Contribution to capacity development: extent to which the project has
empowered beneficiaries and have made possible for the government and local
institutions (municipalities) to use the positive experiences; ownership of
projects’ results.

4.3.8. Replication: analysis of replication potential of the project positive results in
country and in the region, outlining of possible funding sources; replication to
date without direct intervention of the project.

4.3.9. Synergies with other similar projects, funded by the government or other
donors.

5. Recommendations
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Corrective actions that could be used for the design, implementation, monitoring and
evaluation of the subsequent projects.

6. Lessons learned

This should highlight the best and worst practices in addressing issues relating to relevance,
performance and success that could be shared with other projects. The section on lessons
learned should include an analysis of how other projects could be improved and
strengthened based on the experience in Croatia.

7. Evaluation report Annexes
7.1. Evaluation TOR
7.2. ltinerary
7.3. List of persons interviewed
7.4. Summary of field visits
7.5. List of documents reviewed
7.6. Questionnaire used and summary of results
7.7. Comments by stakeholders (only in case of discrepancies with evaluation findings
and conclusions)

V METHODOLOGY OR EVALUATION APPROACH

This evaluation is to be undertaken taking into consideration the GEF Monitoring and
Evaluation policy’ and the UNDP/GEF Monitoring and Evaluation Policy®

An outline of an evaluation approach is provided below; however it should be made clear that
the evaluator is responsible for revising the approach as necessary. Any changes should be
in-line with international criteria and professional norms and standards (as adopted by the
UN Evaluation Group®). They must be also cleared by UNDP before being applied by the
evaluator.

The evaluation must provide evidence-based information that is credible, reliable and useful.
It must be easily understood by project partners and applicable to the remaining period of
project duration. The consultant is expected to take into account all relevant changes in the
project environment since the project was designed in the late 1990’s, and the project started
only in 2005.

2 See http://www.thegef.org/gef/sites/thegef.org#itlocuments/GEFMonitoringEvaluationPolicy.pdf
% See http://www.undp.org/gef/documents/me/ME-HaruiBpdf
4 See http://www.uneval.org/normsandstandards/ifsfeXdoc_cat_source_id=4
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The evaluator is expected to follow a participatory and consultative approach ensuring close
engagement with the government counterparts, the National Project Manager, Project team,
Regional Technical Advisor, and other key stakeholders.

The evaluator is expected to use interviews as a means of collecting data on the relevance,
performance and success of the project. S/He is also expected to visit the project sites.

The methodology to be used by the evaluator should be presented in the report in detail. It
shall include information on:

Documentation review (desk study) - the list of documentation to be reviewed is included in
the Annex 3 to this Terms of Reference;

Interviews will be held with the following organizations and individuals at minimum:

UNDP Croatia, UNDP/GEF RTA from Bratislava, MELE Administration, Project Steering
Committee members;

Field visits;
Questionnaires;

Participatory techniques and other approaches for the gathering and analysis of data.

The evaluation should also provide ratings of Project achievements according to GEF Project
Review Criteria. In addition to a descriptive assessment, specific criteria (listed in section VII.
of this TOR) marked with (R) should be rated using the following divisions:

HS Highly Satisfactory

S Satisfactory

MS Marginally Satisfactory

U Unsatisfactory

NA Not applicable

Although the Evaluator should feel free to discuss with the authorities concerned, all matters
relevant to its assignment, it is not authorized to make any commitment or statement on
behalf of UNDP or GEF or the project management.
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The Evaluator should reflect sound accounting procedures and be prudent in using the
resources of the evaluation.

VI EVALUATOR

The evaluator selected should not have participated in the project preparation and/or
implementation and should not have conflict of interest with project related activities.

The consultants shall have prior experience in evaluating similar projects. Former
cooperation with GEF is an advantage.

INTERNATIONAL EXPERT

1. Key tasks:

Candidate for the position will perform the following tasks:

¢ Lead and manage the evaluation mission;

* Design the detailed evaluation scope and methodology (including the methods for data
collection and analysis);

* Review documents and all data necessary for conducting and analysis;

* Prepare a list of outputs achieved under project;

e Conduct an analysis as per the scope of the evaluation described above;

o Draft related parts of the evaluation report; and finalize the whole evaluation report
incorporating and responding to all comments on the draft report.

N

. Qualifications

Ideally, the candidate for the position is expected:

« To have University degree in business, economics or energy/environment related fields;

e To have at least 10 years (post degree) international experience in strategic energy
projects (design, participation and evaluation);

e To have recent experience within the past 3 years with result-based management
evaluation methodologies;

« To have recent experience within the past 3 years applying SMART indicators and
reconstructing or validating baseline scenarios;
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* To have recent knowledge within the past 3 years of the GEF Monitoring and Evaluation
Policy;

e To have recent knowledge within the past 3 years of UNDP’s results-based evaluation
policies and procedures

* To have competence in Adaptive Management, as applied to Climate Change projects;

e To have experience and good understanding of relations within energy sector —
especially within the buildings sector;

e To be very familiar with national and European Union’s legislative, institutional and
financial framework for energy and energy efficiency;

e To have good understanding of key stakeholders in Croatian energy sector;

e To have knowledge of and experience with quality assurance and control procedures and
standards;

* To have excellent analytical and organizational skills.

* Have excellent writing and communication skills in English

« Project evaluation experiences within United Nations system will be considered an asset

Individual consultants are invited to submit applications together with their CV for these
positions.

The evaluator must be independent from both the policy-making process and the delivery
and management of assistance. Therefore applications will not be considered from
consultants who have had any direct involvement with the design or implementation of the
project. This may apply equally to consultants who are associated with organizations,
universities or entities that are, or have been, involved in the national policy-making process
and/or delivery of the project. Any previous association with such entities must be disclosed
in the application.

If selected, failure to make the above disclosures will be considered just grounds for
immediate contract termination, without recompense. In such circumstances, all notes,
reports and other documentation produced by the evaluator will be retained by UNDP.

The evaluation will be undertaken in-line with GEF principles®:

* Independence

e Impartiality

* Transparency

» Disclosure

e Ethical

e Partnership

¢ Competencies and Capacities
e Credibility

»  Utility

® See p.22 of the GEF’s Monitoring and Evaluatiotidyo
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VII IMPLEMENTATION ARRANGEMENTS

The principal responsibility for managing this evaluation lies with UNDP Croatia. UNDP
Croatia will contract the evaluator and ensure the timely provision of per diems and travel
arrangements within the country. UNDP Croatia will be responsible for liaising with the
Evaluator to set up stakeholder interviews, arrange field visits, etc.

UNDP Croatia will support the Final Evaluation by:

e Providing insight in project documentation and provide the evaluator with a compilation of
information prior to the evaluation mission;

* Assist in organizing the mission programme and provide translation/interpretation when
necessary;

e Assist in collecting all further data necessary as per evaluator’s instructions;

These Terms of Reference follow the UNDP GEF policies and procedures, and together with
the final agenda will be agreed upon by the UNDP Bratislava Regional Centre,, UNDP
Country Office and MELE. These three parties will receive a draft of the final evaluation
report and provide comments on it prior to its completion.

Timeframe for submission of first draft of the report: 6 weeks after signing the contract. The
evaluation should be completed (finalised and approved Evaluation Report submitted) by 30
April 2011. The report shall be submitted to the UNDP Croatia office.

Prior to approval of the final report, a draft version shall be circulated for comments to MELE,
project team and UNDP CO and RCU. If any discrepancies have emerged between
impressions and findings of the evaluation team and the aforementioned parties, these
should be explained in an annex attached to the report.

Working Days:
International expert — 35 working days

The proposed dates for the in-country mission to Croatia are 15 February - 1 March 2011.
The assignment is to commence no later than 1 February 2011.

VIII COSTS AND REMUNERATION

The payments will be made according to a lump sum upon certification that the services
have been satisfactorily performed and according to the following task schedule:

e Thirty (30) percent upon signing of the contract

e Thirty (30) percent upon circulation of draft Evaluation
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* Forty (40) percent upon finalization of the Evaluation Report (incorporating comments
received on revised draft)

Lump sum will be determined according to estimated number of working days and UN fee
rates (travel and DSA included).

IX TERMS OF REFERENCE ANNEXES

Annex 1: Table 1. Co-financing and Leveraged Resources
Annex 2: Terminology in the GEF Guidelines to Mid and Final Evaluations

Annex 3: List of Documents to be reviewed by the evaluators

APPLICATION:
International expert - selection criteria:
The Evaluation Criteria is attached for ease of reference.

Applicants are invited to thoroughly review the Evaluation Criteria and include all information
relevant to evaluation of the advertised position within their Curriculum Vitae or their
Application Letter. The Application Letter should contain a brief concept (no more than 3
pages) that address two issues related to expected performance:

Methodology - This section should demonstrate the Applicant’s responsiveness to the TOR
by identifying the specific components (building on specification in the TOR), and providing a
description of the essential performance.

Work plan — including time schedule and milestones for fulfilment of the tasks defined by
the TOR, have to be presented. Thad includes a work breakdown by activities, travel and
sight visit schedule.

Only long-listed candidates will be contacted.

In order to be long-listed and asked for an intervi ew, the candidate is expected to have
minimum requirements:

* To have University degree in business, economics or energy/environment related fields;

e To have at least 10 years (post degree) international experience in strategic energy
projects (design, participation and evaluation);

* To have experience with result-based management evaluation methodologies;

* To have experience applying SMART indicators and reconstructing or validating baseline
scenarios;

¢ To have knowledge of the GEF Monitoring and Evaluation Policy;

¢ To have knowledge of UNDP’s results-based evaluation policies and procedures;

* To have experience and good understanding of relations within energy sector;

e To be familiar with national and European Union’s legislative, institutional and financial
framework for energy and energy efficiency;

* To have good understanding of key stakeholders in Croatian energy sector;
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* To have project evaluation experience;
« To have submitted the Application Letter that contains a brief concept that address
Methodology and Work plan related to expected performance.

Interviews will be conducted via telephone.

OFFERS

Financial offers containing consultants’ daily rates will be sought only from short listed
candidates who have passed the technical evaluation threshold with a minimum of 140
points. Financial offers should consist of gross daily fee in USD.

The final rating will be made using the cumulative analysis and will comprise of 66.67%
technical evaluation and 33.33% financial offer, both elements weighted according to
consultants’ individual score at the evaluation and financial offer.

The financial score will be calculated by giving 100 points to the lowest cost financial score
which meets the 140 points minimum threshold and then all other short-listed technical
scores will receive a financial score equivalent to Lowest Financial Offer/Financial Offer of
the short-listed candidate x 100. (Example: For the Financial Offer Lowest Financial offer is
$18,000 and another offer is $21,000. The proposal for $21,000 would receive for Financial
Score of 18,000/21,000 x 100 = 85 points. The proposal for $18,000 would receive 100
points).

Maximum Score

Technical Score 200 points

Financial Score 100 points

The maximum total score is therefore 300 points.

Deadline for applications is 3 January 2011.
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1A own | Central Local Total

Co financing Financing  (mill Government Government Private  Sector | Other Sources* | Total Financing Disbursement
(Type/ Source) uss) (mill US$) (mill US$) (mill US$) (mill US$) (mill US$) (mill US$)
Propose | Actu Propose | Actu Propose | Actu Propose | Actu Propose | Actu Propose | Actu Propose | Actu Propose | Actu
d al d al d al d al d al d al d al d al

Grant

Credits

Loans

Equity

In-kind

Non-grant

Instrument

S*

Other

Types*

TOTAL:

«  “Proposed” co-financing refers to co-financing proposed at CEO endorsement.
« Please describe “Non-grant Instruments” (such as guarantees, contingent grants, etc):

¢ Please explain “Other Types of Co-financing”:

¢ Please explain “Other Sources of Co-financing”:
< Projects that have not realized expected co-financing levels must provide explanations. Please describe in 50 words the resources the
project has leveraged since inception and indicate how these resources are contributing to the project’s global environmental objective.
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Annex 2: Terminology in the GEF Guidelines to Mid ad Final Evaluations

Implementation Approach includes an analysis of the project’'s logical framework, adaptation to
changing conditions (adaptive management), partnerships in implementation arrangements, changes in
project design, and overall project management.

Some elements of an effective implementation approach may include:

» The logical framework used during implementation as a management and M&E tool

» Effective partnerships arrangements established for implementation of the project with relevant
stakeholders involved in the country/region

» Lessons from other relevant projects (e.g., same focal area) incorporated into project implementation

» Feedback from M&E activities used for adaptive management.

Country Ownership/Driveness is the relevance of the project to national development and
environmental agendas, recipient country commitment, and regional and international agreements where
applicable. Project Concept has its origin within the national sectoral and development plans

Some elements of effective country ownership/driveness may include:

» Project Concept has its origin within the national sectoral and development plans

» Outcomes (or potential outcomes) from the project have been incorporated into the national sectoral
and development plans

* Relevant country representatives (e.g., governmental official, civil society, etc.) are actively involved
in project identification, planning and/or implementation

* The recipient government has maintained financial commitment to the project

e The government has approved policies and/or modified regulatory frameworks in line with the
project’s objectives

For projects whose main focus and actors are in the private-sector rather than public-sector (e.g., IFC
projects), elements of effective country ownership/driveness that demonstrate the interest and
commitment of the local private sector to the project may include:

* The number of companies that participated in the project by: receiving technical assistance, applying
for financing, attending dissemination events, adopting environmental standards promoted by the
project, etc.

* Amount contributed by participating companies to achieve the environmental benefits promoted by
the project, including: equity invested, guarantees provided, co-funding of project activities, in-kind
contributions, etc.

* Project’s collaboration with industry associations

Stakeholder Participation/Public Involvement consists of three related and often overlapping
processes: information dissemination, consultation, and “stakeholder” participation. Stakeholders are the
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individuals, groups, institutions, or other bodies that have an interest or stake in the outcome of the GEF-
financed project. The term also applies to those potentially adversely affected by a project.

Examples of effective public involvement include:

Information dissemination

Implementation of appropriate outreach/public awareness campaigns

Consultation and stakeholder participation

Consulting and making use of the skills, experiences and knowledge of NGOs, community and local
groups, the private and public sectors, and academic institutions in the design, implementation, and
evaluation of project activities

Stakeholder participation

Project institutional networks well placed within the overall national or community organizational
structures, for example, by building on the local decision making structures, incorporating local
knowledge, and devolving project management responsibilities to the local organizations or communities
as the project approaches closure

Building partnerships among different project stakeholders

Fulfilment of commitments to local stakeholders and stakeholders considered to be adequately involved.

Sustainability measures the extent to which benefits continue, within or outside the project domain, from
a particular project or program after GEF assistance/external assistance has come to an end. Relevant
factors to improve the sustainability of project outcomes include:

» Development and implementation of a sustainability strategy.

» Establishment of the financial and economic instruments and mechanisms to ensure the ongoing flow
of benefits once the GEF assistance ends (from the public and private sectors, income generating
activities, and market transformations to promote the project’s objectives).

» Development of suitable organizational arrangements by public and/or private sector.

« Development of policy and regulatory frameworks that further the project objectives.

» Incorporation of environmental and ecological factors affecting future flow of benefits.

» Development of appropriate institutional capacity (systems, structures, staff, expertise, etc.)

« Identification and involvement of champions (i.e. individuals in government and civil society who can
promote sustainability of project outcomes).
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» Achieving social sustainability, for example, by mainstreaming project activities into the economy or
community production activities.
» Achieving stakeholders’ consensus regarding courses of action on project activities.

Replication approach , in the context of GEF projects, is defined as lessons and experiences coming out
of the project that are replicated or scaled up in the design and implementation of other projects.
Replication can have two aspects, replication proper (lessons and experiences are replicated in different
geographic area) or scaling up (lessons and experiences are replicated within the same geographic area
but funded by other sources). Examples of replication approaches include:

 Knowledge transfer (i.e., dissemination of lessons through project result documents, training
workshops, information exchange, a national and regional forum, etc).

» Expansion of demonstration projects.

» Capacity building and training of individuals, and institutions to expand the project’s achievements in
the country or other regions.

» Use of project-trained individuals, institutions or companies to replicate the project’'s outcomes in
other regions.

Financial Planning includes actual project cost by activity, financial management (including
disbursement issues), and co-financing. If a financial audit has been conducted the major findings should
be presented in the TE.

Effective financial plans include:

» Identification of potential sources of co-financing as well as leveraged and associated financing6.

» Strong financial controls, including reporting, and planning that allow the project management to
make informed decisions regarding the budget at any time, allows for a proper and timely flow of
funds, and for the payment of satisfactory project deliverables

» Due diligence due diligence in the management of funds and financial audits.

Co financing includes: Grants, Loans/Concessions (compared to market rate), Credits, Equity
investments, In-kind support, Other contributions mobilized for the project from other multilateral
agencies, bilateral development cooperation agencies, NGOs, the private sector and beneficiaries.
Please refer to Council documents on co-financing for definitions, such as GEF/C.20/6.

Leveraged resources are additional resources—beyond those committed to the project itself at the time of
approval—that are mobilized later as a direct result of the project. Leveraged resources can be financial
or in-kind and they may be from other donors, NGO'’s, foundations, governments, communities or the

® please refer to Council documents on co-finanoimglé&finitions, such as GEF/C.20/6. The Annex ken¢s a table to be used
for reporting co-financing
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private sector. Please briefly describe the resources the project has leveraged since inception and
indicate how these resources are contributing to the project’s ultimate objective.

Cost-effectiveness assesses the achievement of the environmental and developmental objectives as
well as the project’s outputs in relation to the inputs, costs, and implementing time. It also examines the
project’'s compliance with the application of the incremental cost concept. Cost-effective factors include:

Compliance with the incremental cost criteria (e.g. GEF funds are used to finance a component of a
project that would not have taken place without GEF funding.) and securing co-funding and associated
funding.

The project completed the planned activities and met or exceeded the expected outcomes in terms of
achievement of Global Environmental and Development Objectives according to schedule, and as cost-
effective as initially planned.

The project used either a benchmark approach or a comparison approach (did not exceed the costs
levels of similar projects in similar contexts)

Monitoring & Evaluation. Monitoring is the periodic oversight of a process, or the implementation of an
activity, which seeks to establish the extent to which inputs, work schedules, other required actions and
outputs are proceeding according to plan, so that timely action can be taken to correct the deficiencies
detected. Evaluation is a process by which program inputs, activities and results are analyzed and judged
explicitly against benchmarks or baseline conditions using performance indicators. This will allow project
managers and planners to make decisions based on the evidence of information on the project
implementation stage, performance indicators, level of funding still available, etc, building on the project’s
logical framework.

Monitoring and Evaluation includes activities to measure the project’'s achievements such as identification
of performance indicators, measurement procedures, and determination of baseline conditions. Projects
are required to implement plans for monitoring and evaluation with adequate funding and appropriate staff
and include activities such as description of data sources and methods for data collection, collection of
baseline data, and stakeholder participation. Given the long-term nature of many GEF projects, projects
are also encouraged to include long-term monitoring plans that are sustainable after project completion.
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Annex 3: List of Documents to be reviewed by the eluators

Following documents can be used as a basis for evaluation of the project:

Document

Description

Project document

The Project Document and Budget Revisions
Amendment to Project Document
HiO Project Documents

SGE Project Documents

Project reports

Project Inception Report
Performance Reports

Mid-term Evaluation Report

Annual Project Report
to UNDP/GEF

Annual Project Implementation Reports

Other
materials:

relevant

Project files

Notes to the files

Minutes of Project Board and Project Steering Committee Meetings
Co-financing agreements

Researches and evaluations results

Presentation materials

Press articles and other media appearances

GEF Monitoring and
Evaluation Policy

http://www.thegef.org/gef/sites/thegef.org/files/documents/GEFMonitorin
gEvaluationPolicy.pdf

UNDP/GEF Monitoring
and Evaluation Policy
and Procedures

http://www.undp.org/gef/documents/me/ME-HandBook.pdf
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