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Preface

This Project Appraisal Document (PAD) combines two distinct components: (a) the
Transmission and Distribution component which was developed under the name "Transmission
and Distribution Development Project", over the period June 1996 to October 1997; and (b) the
Disaster Reconstruction component which was developed in November 1997, in response to
Government's request to IDA for assistance in the reconstruction of the severe damage caused by
Typhoon Linda that struck Vietnam on November 3, 1997. The Disaster Reconstruction
Component is presented separately in Section J (Attachment to PAD, pages 19 to 22).





A. Project Development Objectives

1. Project Development Objectives and Key Performance Indicators (see Annex 1):

The Project's main development objectives are to: (a) strengthen the high voltage
transmission network in Vietnam to facilitate evacuation of power from generating stations to the
load centers; (b) rehabilitate and expand distribution systems to meet demand, reduce losses and
improve reliability; (c) support power sector reform and restructuring through: (i) the separation of
"transmission" and "generation" functions; (ii) the implementation of regulatory reforms; (iii) the
introduction of tariff reforms; and (iv) exploring financing of distribution from diversified sources;
and (d) support institutional strengthening and commercialization through: (i) securing greater
autonomy for the distribution companies; and (ii) introducing planning capabilities for demand-
side management (DSM).

B. Strategic Context

1. Sector-Related Country Assistance (CAS) Goal Supported by the Project (see Annex 1):

The Project is consistent with the Bank's Country Assistance Strategy (CAS, discassed at
the Board on October 25, 1995; and a progress report reviewed by the Executive Directors on
December 23, 1996), which emphasizes support for infrastructure development including power.
In regard to the power sector, the CAS sees IDA's role to be: (a) filling an important niche not
covered by other players in the sector (this refers to financing of "transmission" and
"distribution" expansion and rehabilitation, and environmentally and socially sustainable
hydropower development for which private capital is not expected to come forth); (b) facilitating
private investments in power "generation" by strengthening the legal and regulatory framework
for the power sector; and (c) removing institutional bottlenecks by strengthening the sector
institutions, and through commercialization, moving them towards a more market based
operation. The Project is also consistent with the Bank's power sector policy which advocates
efficiency, restructuring and reforms. It supports the aforementioned three main objectives by
supporting:

(a) investments in infrastructure to facilitate: (i) evacuation of power from generating plants
in the center of Vietnam to the heavy load centers in the south; (ii) supply of power to
the heart of the country's major commercial center, Ho Chi Minh City; and (iii) demand
growth and reliability/efficiency improvements in power distribution in three major
cities, Halong, Vinh and Vung Tau;

(b) power sector reforms through: (i) the separation of "transmission" and "generation"
functions of EVN; (ii) technical assistance leading to implementation of regulatory
reforms; (iii) the implementation of bulk supply tariffs between the "transmission" entity
and "distribution" companies; and (iv) raising the retail tariffs to meet the sector's
overall financial objectives;

(c) commercialization and institutional development through: (i) strengthening the financial
management systems of the sector entities; (ii) seeking greater autonomy for the
distribution companies and exploring equitization of distribution operations; and (iii)
introduction of a national DSM program.
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2. Main Sector Issues and Government Strategy:

The main sector issues and the Government's strategy to respond to these issues are
outlined below (for an update on the Energy Sector see Bank's Energy Sector Investment,
Institutions and Policy Review - 1998, Annex 8):

Large Sector Investments

1. To sustain an economic growth projection of about 9% p.a. over the next 5 years,
Vietnam needs to increase its electricity supplies at the rate of about 15% p. a., calling for an
investment of about US$6 billion equivalent over the period 1997-2002 (about 5% of the
projected GDP). The Government has defined a broad strategy to raise sector financing,
including: (a) increasing and structuring electricity tariffs to raise internally generated surpluses
and curb demand; and (b) involving the private sector in power "generation" and natural gas
exploitation. The two ongoing IDA Credits (2724-VN and 2820-VN) require: (a) progressive
tariff increases to a level of US¢7/kWh by 1999, which the Government is complying with; and
(b) construction of a gas-fired power plant through a Build Operate Transfer (BOT) arrangement,
for which solicitation documents have been issued. IDA, ESMAP and IFC are providing
extensive technical assistance for the development of private power and strengthening the oil and
gas sector. (see Annex 11 for status of power sector reforns).

Grossly Inadequate Transmission and Distribution Infrastructure

2. The transmission and distribution (T&D) systems in Vietnam are old, overstretched and
inefficient. Distribution losses range from 15% to 30%, while supply reliabilities are poor. With
the occurrence of substantial hydropower resources in the north and center and heavy power
demands in the south, the country needs a strong North-Center-South high voltage transmission
backbone. The Government is well aware of the sector's T&D needs and of the almost US$0.7
billion annual investment requirement of the sector it has earmarked about US$250 million for
T&D. Recognizing that investment in T&D is as important as, if not more than, investment in
generation, both IDA's ongoing Credits provide for substantial rehabilitation and expansion of
the T&D systems.

Steady but Slow Pace qf Power Sector Reform and

Manageriall. and Administrativelv weak Sector Entities

3. In spite of major structural changes introduced by the Government in 1995 which created
EVN and 34 separate business units, there remain several impediments to a commercialized
operation of the sector, notably: (a) absence of a forthright policy and strategy for further sector
refonns; (b) lack of a commercial arms-length ownership policy vis-a-vis EVN, in terms of
financial responsibilities and operational performance; (c) hesitancy in unbundling "transmission"
from "generation"; (d) little financial and management autonomy at the level of the distribution
companies; and (e) absence of mechanisms for diversified participation in "distribution". The
Government is continuing the reform process to move from a centrally planned economy to one
which is more market-based and IDA is providing substantial technical assistance in this direction;
however, the pace of reforms is slow and needs to be accelerated to meet the ever burgeoning
growth of the sector.
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4. In addition to the need for strengthening the sector structure, there is a need for
strengthening EVN and its entities in administrative and management practices. This is being
addressed in substantive measure under IDA's Credit 2820-VN which provides for a significant
training component.

Lack of an Independent and Transparent Regulatorv Regime

5. The current regulatory system for the power sector suffers from two specific drawbacks:
(a) the function of govermnent oversight and regulation is not separated from that of sector
ownership and management which have been vested in EVN's Management Board; and (b) there is
no effective and credible body of sector-specific legislation and regulations.. The Government is
giving due importance to achieving transparent arms-length economic regulation and with ESMAP
assistance, it is currently engaged in the drafting of an Electricity Law and the development of an
institutional mechanism to perform the regulatory functions.

The Need to Improve Demand-Side Efficiency in addition to Supplv-Side Effciency

6. While there is a growing awareness of the need for and benefits of Demand-Side
Management (DSM) in government and electric utility circles, there has been very limited
application of energy efficiency measures and other DSM activities in Vietnam. There is a lack of:
(a) trained personnel that can design, implement, monitor and evaluate DSM programs; (b)
consumer information regarding energy-efficient equipmetit; and (c) appropriate incentives to
construct energy-efficient commercial buildings. In addition, there is very limited energy end-use
data available in the country. By implementing all available cost-effective DSM measures,
Vietnam can help alleviate pressure to install new generation and transmission capacity by reducing
peak demand and electricity consumption, which is commensurate with the counitry's development
objectives. To help address these issues, an assessment for DSM was accomplished under IDA
Credit 2724-VN.

3. Sector Issues to be Addressed by the Project and Strategic Choices:

The Project addresses the aforementioned main sector issues as follows:

Large Sector Investments

1. In providing IDA funds of US$199 million, and catalyzing funding of about US$17
million from other bilateral sources, the Project would help contribute in some measure to the
large financing requirements of the sector. The Project is also expected to encourage other
donors to provide T&D investments in other parts of Vietnam.

Grossly Inadequate Transmission and Distribution Infrastructure

2. In financing the 500 kv transmission investments, the Project would directly strengthen
the North-Center-South transmission backbone; in addition, the Project would contribute
substantially to improving power distribution in four major cities - Ho Chi Minh City (Nha Be -
Tao Dan system), Halong, Vinh and Vung Tau.
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Steady but Slow Pace of Power Sector Reform and

Manageriallv and Administratively weak Sector Entities

3. The Project addresses sector reform issues through: (a) acquiring a clear statement from
the Government of its medium-term Power Sector Policy (Annex 12); and (b) requiring
implementation of an Action Plan for Institutional Reform (Annex 12, Attachment 1) which
includes: (i) definition and subsequent implementation of steps towards separation of EVN's
"transmission" function from its "generation" function and operation of "transmission" as a
profit center; (ii) implementation of cost-based bulk supply tariffs for wholesale electricity sales
to the distribution companies, based on the recommendations of the National Tariff Study
(Annex 8); (iii) issuance of separate corporate charters for each distribution company providing
for increased operational and management autonomy; (iv) creating a distinct staff function for
distribution management at the level of EVN Deputy Director General with overall responsibility
for the distribution companies; (v) implementation of a finance and commercial organization
structure within each distribution company; and (vi) equitization of one or more operating units
of its distribution companies on a pilot basis.

Lack Qf an Indenendent and Transparent Regulatorv Regime

4. The Project addresses regulatory issues through a technical assistance (see Annex 2)
which includes: (a) preparation of the detailed regulatory criteria and procedures to regulate the
power sector (covering investment and financial criteria, and reliability and performance criteria
for the different power sector entities); (b) defining and developing the analytic and
administrative procedures to perform regulation (covering financial and economic evaluation
models, detailed manuals and guidelines); and (c) training of staff who would be performing the
regulatory functions. The Action Plan for Institutional Reform (Annex 12) includes: (a)
preparation and subsequent promulgation of an Electricity Law; (b) preparation and subsequent
promulgation of secondary legislation; and (c) formation of a separate unit to perform regulatory
functions.

The Need to Improve Demand-Side Efficiency in addition to Supplv-Side Efficiencv

5. The DSM component of the Project provides for the implementation of a phased DSM
Action Plan (Annex 2) to capture opportunities for cost-effective electricity savings in all sectors
and end-use applications. This Action Plan would remove barriers to cost-effective energy
conservation and efficiency by: (a) building institutional capacity and experience to design,
implement, monitor and evaluate DSM programs through pilot programs and training; (b)
developing a DSM policy framework; and (c) introducing minimum efficiency standards for
electrical appliances and new commercial buildings.
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C. Project Description Summary

1. Project Components (see Annex 2 for a Detailed Description and Annex 3 for a
Detailed Cost Breakdown):

Proect CompontM Categr Cost Incl. % of IDA % of
Contingencie Total financing ID-&

(US$M) (USS m) financing
Transmission & Distribution Comp.

(a) Pleiku-Phulam 500 kV
Transmission Line and associated Physical 164.5 51.6 102.5 54.2
Substations
(b) Ha Tinh 500 kV, 450 MVA Physical 16.0 5.0
Substation
(c) 220 kV Nha Be-Tao Dan circuit Physical 56.0 17.5 45.0 23.8
and Tao Dan Substation
(d) Rehabilitation of Distribution Physical 62.5 19.6 39.5 20.9
Networks in Halong, Vinh and Vung
Tau
(e) Consulting Services for (a) and (c) Implm. Assist. 2.0 0.6 2.0 1.1
(f) Technical Assistance for:

(i) Regulatory Framework Instit. Dev. 0.8 0.3
(ii) Demand Side Management Inst. Bldg. 4.5 1.4

(g) Interest during Construction 12.7 4.0

TOTAL 319.0 100.0 189.0 100.0
Associated Technical Assistance

Component

Transmission/Distribution Functions Project 0.7
(funded by JGF Grant, US$0.7 mln.) Preparation

(Institutional
Reform)

Disaster Reconstruction Comp. Physical 13.0 100.0 10.0 100.0

2. Key Policy and Institutional Reforms Supported by the Project:

The Project supports the following key policy and institutional reforms:

(a) Separation of EVN "transmission" from "generation" and operation of "transmission" as
a profit center.

(b) Implementation of cost-based bulk supply tariffs for wholesale electricity sales to the
distribution companies.

(c) Increasing operational and management autonomy for distribution companies and
creating a commercialized organizational structure.

(d) Equitization of one or more operating units of the distribution companies on a pilot scale.
(e) Preparation of detailed regulatory criteria and procedures for regulating the power sector;

preparation of an Electricity Law and secondary legislation; and formation of a separate
unit to perform regulation.
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(f) Building institutional capacity and developing a DSM policy framework and a national
program.

3. Benefits and Target Population:

Development of the power sectoT is crucial for the economic upliftment of Vietnam. The
Project would assist the country in realizing its planned GDP growth rates. Implementation of
the Project's physical components would contribute significantly towards stable and efficient
operation of the power system. The Project has crucial sector reform and institution building
components which would contribute to: (a) restructuring of the sector's main entity, EVN,
making it more efficient, and strengthening the regulatory framework making it more conducive
to private investments; and (b) securing greater autonomy for the distribution companies moving
them towards commercialization, and strengthening the planning and design capabilities of the
sector entities in several important areas. The Project's technical assistance components would
pave the way for sound development of the country's transmission systems as well as efficient
utilization of its electric energy. The Project would benefit the population of Vietnam in general
and the populations of Ho Chi Minh City and Vung Tau in the south and Halong and Vinh in the
north, in particular.

4. Institutional and Implementation Arrangements:

Implementation period: The Project would be implemented over a period of 5 years, 1998 to
2002.

Executing agencies: EVN would be the executing agency for the 500 kV transmission
components and HCMCPC for the 220 kV transmission component, while the distribution
companies PC I (Halong and Vinh) and PC2 (Vung Tau) would be the executing agencies for the
distribution components of the Project. MOI would be the executing agency for: (a) the
Regulatory Framework component with the assistance of EVN; and (b) the DSM component
with the assistance of EVN, and with the assistance of MOSTE and MOC for establishing the
energy-efficient standards for equipment and commercial buildings.

Project coordination: EVN would be responsible for overall coordination of the Project.

Project oversight (policy guidance. etc.V: The Ministry of Finance (MOF) and the Ministry of
Planning and Investment (MPI) will supervise project financing and advise EVN on all financing
matters. MOI will oversee the implementation of: (a) EVN restructuring and reforms in the
transmission and distribution sectors; and (b) the DSM component. The Office of the Prime
Minister will provide policy guidance to all entities.

Accounting. financial reporting and auditing arrangements: EVN's accounts are audited by
independent financial auditors, Deloitte Touche Tohmatsu, who are acceptable to IDA. The audit
is conducted in accordance with international auditing standards and in compliance with the
independent auditing regulations of Vietnam. The audit includes a review of EVN's accounting
system and internal control and covers a full audit of the consolidated financial statements
(balance sheet, income statement and sources and applications of funds statement) of EVN, and
the special account (SA) related to the IDA Credits. The report of the audit would be furnished
to IDA no later than June 30 of each fiscal year. An evaluation of EVN's Financial Management
System and an Action Plan for improving this system are given in Annex 5.
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Monitoring and evaluation arrangements: Satisfactory procedures for monitoring the progress of
the Project in terms of physical execution, enviromnental and social aspects and financial reports
have been agreed with EVN which would furnish quarterly progress reports. An Implementation
Completion Report (ICR) would be drafted by IDA with EVN's assistance not later than six months
after completion of the Project. EVN would also prepare a plan for the operational phase of the
Project, and together with IDA, define the performance indicators to be used to monitor operations
and development impact. EVN would also prepare and make available to IDA its own evaluation
report, including a summary report which would be attached unedited to the ICR.

Project supervision would focus on: (a) performance indicators; (b) compliance with financial
covenants; (c) implementation of environmental impact mitigation measures and
resettlement/compensation; (d) physical construction; (e) institutional restructuring and sector
reform; and (f) technical assistance components. Supervision expertise would comprise: power
engineering, economics, financial analysis, environmental and social issues, restructuring and
privatization, DSM and legal aspects. Two missions annually for a period of 4 years are foreseen,
with total estimated staff-weeks (sw) inputs (on the basis of sharing with other Vietnamese power
projects) of: (a) power engineer, economist and financial analyst -- 12 sw; (b) environmental
specialist -- 4 sw; (c) social scientist -- 4 sw; (d) sector reform and restructuring specialist and legal
expert -- 12 sw; and (e) DSM experts -- 12 sw. The IDA Resident Mission would play an active
part in project supervision.

D. Project Rationale

1. Project Alternatives Considered and Reasons for Rejection:

Each investment component of the Project has been developed following technical and
economic studies that have taken into consideration environmental and social aspects as
appropriate. The 500 kV Pleiku-Phulam line provides the means for transporting power from
central hydropower stations (which form part of the least cost generation expansion program) to
the south. It has a net present value (NPV) of US$95.8 million compared to the next best
alternative of transporting power at 220 kV. The line follows a route that involves minimum
environmental and social impacts. Likewise, distribution of power in north-central Vietnam
from the 500 kV Ha Tinh substation has an NPV of US$7.3 million compared to the next best
alternative of bringing power to the area from the 220 kV system in north Vietnam. The 220 kV
Nha Be - Tao Dan system which brings power to the center of the heavy demand areas of Ho Chi
Minh City has been designed with particular reference to environmental and social
considerations, utilizing expensive underground feeder and substation systems in highly
congested areas. It is the only viable alternative for meeting the demands in this area and has an
NPV of US$125.9 million compared to the scenario when this project component is not
undertaken and alternative developments are adopted. The rehabilitation of the distribution
networks under the Project in the cities of Halong, Vinh and Vung Tau has been long overdue;
without these projects the supplies in these cities would deteriorate seriously and no new
consumers could be connected. The improvements in reliability and loses that these components
would achieve would result in high economic benefits even when the foregone benefits are very
conservatively evaluated. The NPVs of these project components are US$21.9 million (Halong),
US$17.3 million (Vinh) and US$17.9 million (Vung Tau), compared to the scenarios when these
components are not undertaken and alternative developments are adopted.
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2. Major Related Projects Financed by the Bank and/or Other Development Agencies
(Completed, Ongoing and Planned):

Sector issue Project Latest Fonn 590
Ratings

(Bank-financed
projects only)

iP DO
Bank-financ
Improving technical, operational, Power Sector Rehabilitation and S S
managerial and sectoral efficiency. Expansion Project (CR 2724-VN of

July 11, 1995).
Rationalizing power sector institutions, Power Development Project (CR S S
commercializing operations of sector 2820-VN of February 26, 1996).
entities, initiating an appropriate legal
and regulatory framework, initiating
private sector participation in
generation, investigating DSM and
energy conservation options, and
preparing a rural electrification
programn.

Other development agencies
Asian Development Bank. Power Distribution Rehabilitation

Project (LN 1358 of June 8, 1995)

3. Lessons Learned and Reflected in the Project Design

IDA's first two operations in the power sector are under implementation and lessons
learned have been reflected in the project design. The most significant problem has been that of
procurement delays; this would be addressed by streamlining bid evaluation procedures and
appointing a Procurement Monitoring Group (see Annex 6, Attachment 2) to monitor
procurement activities. An important lesson has been the need for the preparation of detailed
RAPs with a clear definition of project affected persons and the legal framework for
resettlement, and assuring the active participation of the affected people in the RAP. Early
attention to this matter has resulted in RAPs that have exhaustively dealt with all issues of
concern. Another significant lesson is the need to appoint consultants as early as possible, due to
the lengthy approval process in Vietnam. Early employment of consultants is being programmed.
Feasibility studies for individual project components have to undergo several screening stages,
and this has caused delays in project start. Approval of all feasibility studies for the Project has
been accomplished. Finally, the Financial Management Systems of EVN and the PCs have
been weak; the Project calls for an Action Plan for substantially strengthening these systems (see
Annex 5, Attachment 2).

4. Indications of Borrower Commitment and Ownership.

The Project's physical components have been identified by EVN as priority components in
the development of Vietnam's power sector in a balanced manner and command EVN's full
ownership and commitment. They have the support of MOI and MPI and the approval of the
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Government. EVN has fully complied with IDA's requirements in regard to the preparation of the
PIP, EIA and RAPs and has confirmed deployment -of adequate staff resources and counterpart
funds for successful implementation of the Project. The Project's reform and institutional
development components have evolved through IDA's ongoing dialog with MOI, EVN and the
Government and are designed to support the Government's objectives of restructuring,
commercialization and corporatization of the power sector. The MOI has reaffirmed its
commitment to sector reform through its updated Policy Paper and acceptance of the Action Plan
for Institutional Reforms. Overall, therefore, the Borrower's and the implementing agencies'
ownership of and commitment to the Project are assessed to be strong.

5. Value Added of Bank Support in this Project.

IDA involvement in Vietnam's power sector is intended to assist Vietnam's staged
transition to a commercialized sector structure and operating environment. This involvement,
commenced under the first two power credits, is helping Government in: (a) strengthening the
existing institutions; (b) implementing commercial management practices and structures; (c)
initiating development of a credible legal and regulatory system; and (d) facilitating the entry of
private capital and operators in the sector. In addition, IDA's involvement is influencing the
optimal utilization of scarce resources, as well as fostering energy efficiency and good
environmental management practices. IDA's sustained involvement in the Vietnamese power
sector, through the proposed Project, is necessary to help consolidate and maintain the
momentum of reforn efforts and institutional restructuring initiated in earlier projects.

Vietnam's need for investment in the transmission sub-sector is large, averaging almost
US$250 million p.a. over the next 6 years. The proposed Project would meet an important need
to improve the performance of Vietnam's integrated power grid through extensive reinforcement
of its transmission network. The Project would also contribute to enhancing efficiency through:
(a) rehabilitation and reinforcement of distribution networks; and (b) introducing DSM in the
power sector. Finally, in addition to regulatory reforms and commercialization of the sector
entities, the Project would help introduce diversified financing sources in distribution, setting the
stage for foreign direct investment in this, hitherto unexplored, sub-sector.

E. Summary Project Analysis (Detailed assessments are in the project file. See Annex 8):

1. Economic (see Annex 4): [X] Cost-Benefit Analysis: NPV (US$ mln) ERR (%)
10% DCR* 12%DCR

(a) 500kV Pleicu-Phulam Line 95.8 72.2 30.5
(b) 500 kV Ha Tinh Substation 7.3 5.9 41.5
(c) 220 kV Nha Be Tao

Dan System 125.9 92.6 27.6
(d) Halong Distribution 21.9 15.8 24.8
(e) Vinh Distribution 17.3 12.3 22.9
(f) Vung Tau Distribution 17.9 12.2 20.5
(g) Whole Project 286.1 211.0 27.2

* DCR = Discount Rate
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2. Financial (see Annexes 4 and 5): NPV (7%DCR) FRR (%)
(US$ min.)

(a) 500kV Pleiku-Phulam Line 85.7 12.0
(b) 500 kV Ha Tinh Substation 15.6 21.0
(c) 220 kV Nha Be Tao

Dan System 59,9 15.8
(d) Halong Distribution 2.1 8.3
(e) Vinh Distribution 10.3 13.5
(f) Vung Tau Distribution 13.6 16.9
(g)Whole Project 187.2 13.3

EVN's financial performance to date has been satisfactory. Its first year of operation is
1995, when the accounts of the three formerly fully integrated power companies, PCI, PC2 and
PC3 ( which were responsible for generation, transmission and distribution in the North, South
and Center of Vietnam, respectively), were consolidated into the accounts of EVN. A summary
of the consolidated (generation, transmission and distribution) financial performance and key
financial indicators are presented in Annex 5. Projections of EVN's financial performance
during FY97-00 and the assumptions underlying these projections are also presented in Annex 5.
The financial projections show that with reasonable tariff adjustments in FY97-99 and allowing
EVN to accumulate profits and build up its cash reserves, its projected financial results would be
satisfactory and would allow reasonable financing of future investment from internal sources.

The past financial results and projections of future performance of HCMCPC, PC1 and
PC2 are also presented in Annex 5. The financial statistics show that HCMCPC, PCI and PC2
had reasonably acceptable results of operations. Provided that appropriate actions, including but
not limited to adjustment of retail tariffs, are taken, the financial projections indicate that: (a)
sufficient revenues could be realized from future operations to cover all operating and
maintenance expenses, including depreciation; and (b) enough internal funds could be generated
to finance a reasonable proportion (30%) of the investmnent programs.

An Action Plan for strengthening the Financial Management System is presented in
Annex 5, Attachment 1.

3. Technical:

All physical components of the Project are based on detailed feasibility studies
undertaken by the concerned entities of EVN with assistance on least-cost planning and
economic aspects from the National Energy Institute in Hanoi and the Southern Energy Institute
in Ho Chi Minh City. These feasibility studies have been approved by the Government.
International consultants will be employed under the Project to assist EVN in engineering,
detailed design and bid documents for the 500 kV and 220 kV transmission system components.
A bilaterally funded international consultant is also assisting EVN in preparing the bid
documents for the rehabilitation of the distribution systems. The cost estimates for all
components have been based on uptodate figures available with EVN and for some of the
equipments, assistance has been sought from international consultants currently working on
other projects in Vietnam. The technical design of the Project is considered to be sound.
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4. Institutional

a Executing agencies:

The executing agencies for the project will be EVN, HCMCPC, PC1, PC2, MOI,
MOSTE and MOC. EVN, created in 1995 by government decree as a state corporation under the
State Enterprise Law, is an independent legal entity acting as holding company overseeing
various business units. EVN's organization consists of: (a) a Management Board which is
responsible for setting up policy and providing advice to EVN's top executives; (b) a Board of
Directors implementing the Management Board's decisions and carrying out day to day
management; and (c) business units consisting of 14 independent and 22 dependent accounting
member units. The organizational structure of EVN is highly centralized in terms of operational
decision-making.

EVN is under the direct supervision of the MOI, the former Ministry of Energy, but the
Management Board is authorized under its Charter and by the State to carry out ownership and
control functions on its behalf. The accountabilities arising from EVN's mandate as set out in its
Charter and the Regulation of Powers Between EVN and Affiliated Companies, however, is not
clearly established and formalized. While EVN has some degree of commercial autonomy, the
authority for tariff setting, total borrowing, foreign currency transactions, investment program
approval, and company purchasing rests with the Government. Within EVN, management
control and decision-making reflect primarily a "top down" centralized approach.

The PCs were established in July 1995 at the same time that the assets and liabilities of
PC1 and the Hanoi Power Company on the one hand, and PC2 and the Ho Chi Minh City Power
Company, on the other, were transferred. PC I and PC2 also divested their generating stations to
EVN. The distribution operation in the north of Vietnam is divided into the Hanoi Power Supply
Company, covering Hanoi, and PC1 covering the rest of the former PC1 area. Similarly, PC2
was divided into the HCMC PC for Ho Chi Minh City, and PC2 covering the rest of the former
PC2's area. Although the PCs are nominally subsidiaries of EVN, they are independent in so far
as their operations, including planning, construction and operation of distribution facilities are
concerned. The PCs are financially independent accounting business units and are responsible
for their viability.

b. Project management:

EVN has submitted a Project Implementation Plan as required by IDA (see Annex 8).
Management, implementation and monitoring of project activities would be carried out by EVN
for the 500 kV transmission, HCMCPC for the 220 kV transmission, and PC1 and PC2 for
distribution. Implementation of the 500 kV Pleiku-Phulam transmission line will be managed by
the Southern Power Project Management Board (SPPMB), which was established by EVN on
June 28, 1995 and charged with the responsibility for implementing all transmission projects
above 35 kV in the south. This Board is headed by a Chairman, assisted by two deputies, and has
a staff of 179 persons distributed in eight functional sections (Planning, Technical, Financial,
Environment, Resettlement, Logistics, Materials Storage, Consultancy Services and International
Cooperation). The staff of SPPMB have experience in managing large transmission projects,
notably the 1,768 km long, 500 kV North-Center-South link which was completed in record
time. A separate dedicated Project Manager (assisted by specific staff from the functional
sections) will be appointed for managing the project component. Technical assistance by
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international consultants would be provided for detailed design and project management.
Implementation of the 500 kV Ha Tinh substation component will be managed by the Northern
Power Projects Management Board (NPPMB), which is similarly constituted as the SPPMB and
would be organized to handle the project component in a similar manner as for the 500 kV
Pleiku-Phulam transmission line. HCMCPC will be responsible for implementing the 220 kV
Nha Be - Taodan overhead cum underground system. Its staff is not experienced in underground
high voltage cable (beyond 22 kV) and GIS substation work, and for this technical assistance
would be provided by international consultants in detailed design and project management. A
separate dedicated Project Manager (assisted by specific staff from the functional sections) will
be appointed for managing the project component. PC1 and PC2 will have overall responsibility
for managing the distribution rehabilitation components. These are large, well-staffed
organizations, which have long experience in handling distribution projects. The organizational
set up at the headquarters of PCI (in Hanoi) and PC2 (in HCMC) will undertake procurement
work. Detailed planning, design and construction of the distribution networks would be
undertaken by the Provincial Power Service companies of Halong, Vinh and Vung Tau, each of
which would appoint a dedicated Project Manager for the job. The aforementioned project
management arrangements are acceptable to IDA. To speed up procurement decisions, a
Procurement Monitoring Group would be appointed to monitor all procurement activities and
liaise closely with the IDA Resident Mission in Hanoi.

Technical assistance components will be managed as follows: (a) Regulatory Framework
- MOI and EVN; (b) Demand-Side Management - MOI with the assistance of EVN, MOSTE
and MOC; and (c) Strengthening the Transmission and Distribution Functions - EVN with
oversight by MOI.

5. Social:

EVN has prepared detailed Resettlement Action Plans (RAPs) for each component of the
Project following the Bank's resettlement guidelines. The RAPs have been prepared in
consultation with the affected persons and the provincial and district authorities. They provide
adequate budgets for resettlement and compensation, and include adequate institutional
arrangements and mechanisms for implementation monitoring and grievance redress. These
RAPs have been approved by the concerned People's Committees and MOI (under authorization
from the Government) and are acceptable to IDA. The project entails land acquisition and
resettlement impacts due to construction of new lines and substations. The 500 kV Pleiku
Phulam transmission line will affect about 591 households, of which 508 will need to be
relocated and 83 will need to be rearranged. About 1,000 households will lose a small portion of
their farmland due to transmission line towers. A few ethnic minority households would be
affected by the transmission line; however, because of the relatively minor nature of the impact,
no separate Indigenous People's Development Plan is considered necessary. The 500 kV Ha
Tinh substation comprises extensions in the existing substation plot and does not affect any
persons. The 220 kV Nha Be - Tao Dan project component will affect about 122 households, of
which 11 will need to be relocated, and the remaining will need to be compensated for land
acquisition. The rehabilitation of distribution networks will affect: (a) in Halong about 10
households of which one will need to be relocated and the rest compensated; (b) in Vinh about
288 households, of which about 10 will need to be relocated and the rest compensated; and (c) in
Vung Tau about 78 households, all of which will only need to be compensated.
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6. Environmental Assessment: Environmental Category []A [X] B []C

EVN has provided an Environmental Impact Analysis (EIA) for the 500 kV Pleiku-
Phulam Line and associated substations. This has confirmed that the line will not affect any
ecologically sensitive areas and will be constructed in an environmentally acceptable manner.
EVN will follow well established practices for mitigating the environmental impact of line
construction. The rehabilitation of distribution networks in the cities of Halong, Vinh and Vung
Tau and the construction of the Nha Be - Tao Dan underground 220 kV transmission system do
not pose any significant environmental impacts. The temporary impacts during construction
would be eliminated through proper reinstatement.

7. Participatory Approach: Identification/Preparation Implementation Operation
Beneficiaries/community groups CON COL COL
Local governments CON
Affected persons CON

F. Sustainability and Risks:

1. Sustainability.

The following key factors are critical to Project Sustainability:

Institutional: Continued: (a) Government commitment to its power sector reform proposals and;
(b) EVN management commitment to implement restructuring and granting autonomy to
distribution companies, and to DSM.

Financial: Government commitment to periodically review and adjust tariffs.

Technical: (a) High standards and quality of transmission line, substation and distribution
system construction; and (b) proper maintenance of the facilities constructed under the Project.

Environmental and Social: (a) Consultation with affected persons during; and (b) independent
monitoring and evaluation during and after Project implementation completion.

2. Critical Risks (reflecting assumptions in fourth column of Annex 1):

Project Outputs to Development Objectives

Risk Risk Rating Risk Minimization Measure
Non - timely availability of counterpart Moderate Agreement with Government to
funds which could lead to provide local cost financing in case
implementation delays. the concerned entities are unable to do

so.
Waning of EVN, HCMCPC, PC1, PC2 Low Close monitoring by the Resident
management commitment to deploy mission in the early stages of the
adequate resources for timely Project Project to ensure adequate deployment
completion. of teams to work on the Project.

Waning of Government commitment to Moderate Effective IDA engagement.
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push with reforns and of EVN
commitment to institutional
strengthening programs.

Lack of EVN commitment and/or Moderate Close monitoring of DSM progress
ability to implement effective DSM and supervision reports as well as
programs and policy framework. technical assistance activities provided

by international consultants.
Project Components to Outputs

Lack of resources for land Moderate Advance action in land procurement.
procurement.

Inadequate procurement resources, Appreciable Proactive monitoring of procurement
slow procurement decisions. by the Resident Mission. Appointment

of a Procurement Monitoring Group to
ensure procurement decisions are
made in a timely manner

Delays in appointment of consultants; Moderate Selective consultant appointment
inadequate consultant inputs or poor process and intensive supervision of
consultant perfornance for the consultants' work by EVN, the
technical assistance components of the Government and IDA.
Project.

Appointment of a Government
oversight committee to ensure
coordination of studies.

Overall project risk rating: Moderate

3. Possible Controversial Aspects Nil.

G: Main Credit Conditions

1. Effectiveness Conditions

The following will be the conditions of effectiveness of the proposed IDA Credit:

1. Execution of subsidiary loan agreements between the Borrower and EVN, HCMCPC, PCI
and PC2, and delivery of the legal opinion to IDA.

2. Finalization of the co-financing arrangements with ADB for the Regulatory Framework
study grant.

2. Other Sector Regulatory/Institutional Action
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Agreements reached with EVN, HCMCPC, PC1 and PC2:

Accounts/Audits:

1. EVN, HCMCPC, PCI and PC2 shall appoint independent auditors, acceptable to IDA,
and make the audit reports available to IDA within six months after the close of each fiscal year.

Monitoring. Review and Reporting:

1. EVN, HCMCPC, PCI and PC2 shall: (a) carry out satisfactory procedures for
monitoring the progress of the Project in terms of physical execution and financial reports, and
agreed performance monitoring indicators; (b) furnish to IDA: (i) quarterly progress reports, 10
days after the end of each calendar quarter; and (ii) annual integrated reports, on or about
December 31 in each year; (c) review with IDA by February 28 of each year, the annual report,
and, thereafter take all measures required to ensure the efficient completion of each component
of the Project and the achievement of the objectives thereof, based on the conclusions and
recommendations of the said report and IDA's views; and (d) submit to IDA, on or about
October 1, 2000 a report integrating the result of monitoring and evaluation activities till that
date and thereafter carry out a mid-term assessment of Project implementation for the period
ending December 31, 2000.

2. EVN shall: (a) make available to IDA its evaluation of the Implementation Completion
Report (ICR) prepared by IDA; and (b) adopt a plan for the operational phase of the Project.

3. EVN shall prepare and furnish to IDA for its review and comment its proposed Power
Development Program (PDP) by December 31, 1998. Thereafter, EVN shall no later than
December 31 in each succeeding year, submit to IDA for its review and comment: (a) a report of
the progress in the implementation of the PDP during the preceding 12 month period; (b) its
proposed implementation program for the succeeding 5 years; and (c) a review of its policy and
levels of its electricity tariffs, including proposed adjustments.

Financial Performance:

1. EVN, HCMCPC, PC I and PC2 shall take all actions to ensure that funds generated from
internal sources would be equivalent to not less than 30% of the annual three-year average of
their capital expenditures.

2. EVN, HCMCPC, PCI and PC2 shall maintain internally generated cash at the level of
2.0 times their total estimated debt service requirements.

3. EVN, HCMCPC, PCI and PC2 shall review with IDA their proposed annual budgets
and financial plan for each succeeding three year period.

4. EVN, HCMCPC, PCI and PC2 shall take out and maintain with responsible insurers, or
make provision satisfactory to IDA for insurance against such risks and in such amounts as shall
be consistent with appropriate practice.
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Management Aspects of the ProQect:

1. EVN shall: (a) introduce by January 1, 1999 accounting procedures for phased increase
in cost-based bulk supply tariffs; (b) prepare and furnish to IDA no later than June 30 in each
year a report on the levels of such tariffs as so determined; and (c) implement phased cost-based
bulk supply tariffs for wholesale electricity sales to its distribution companies, reaching at least
85% of the bulk supply tariff by 1999 and 100% of such tariff by 2000.

2. Following the technical assistance for the Transmission and Distribution Functions, EVN
shall: (a) no later than December 31, 1998 submit to IDA for review and comment an action
plan for the separation of its transmission and generation functions and the creation of its
transmission function as a separate profit center and, thereafter, implement said plan taking into
account IDA's comments and in accordance with a time table acceptable to IDA; and (b) no later
than December 31, 1999, establish its transmission function as a separate profit center in a
manner acceptable to IDA.

3.. EVN shall: (a) no later than September 30, 1998 issue revised corporate charters for each
of HCMCPC, PCI and PC2, acceptable to IDA, which charters shall provide for increased
operational and management autonomy for these companies; (b) no later than January 1, 1999,
adopt and implement a financial and commercial structure acceptable to IDA (including
strengthening the Financial Management Systems according to an action plan defined in Annex
5, Attachment 1) for each of its power distribution companies (HCMCPC, Hanoi Power
Company, PC 1, PC2 and PC3); (c) no later than April 1, 1998, create a distinct staff function for
distribution management within EVN at the level of EVN Deputy Director General, with overall
responsibility for the power distribution companies; and (d) no later than January 1, 1999, or
such later date as IDA may agree, prepare and adopt a plan (based on the findings of the JGF
funded technical assistance study), satisfactory to IDA, for the equitization of one or more
operating units of its power distribution companies in a manner satisfactory to IDA

4. EVN shall: (a) no later than April 1, 1998, under terms of reference satisfactoiy to IDA,
establish a DSM Cell with competent staff in adequate numbers; and (b) assist MOI in carrying
out the DSM component in accordance with a time bound action plan acceptable to IDA.

Environmental and Resettlement Aspects:

1. EVN shall construct the 500 kV Pleiku Phulam transmission line taking into account the
environmental impact mitigation measures outlined in the Environmental Impact Analysis, and
without any limitation thereto, shall take timely action to ensure that any adverse environmental
impact is effectively mitigated in a manner satisfactory to IDA. EVN, HCMCPC, PCI and PC2
shall carry out the resettlement and rehabilitation of affected persons in accordance with the
Resettlement Action Plans for each part of the Project, in a manner satisfactoly to IDA.

Agreements Reached with the Borrower:

Flow and Utilization of Project Funds:

I. The Borrower shall relend the Credit amount to EVN, HCMCPC, PCI and PC2 under
subsidiary loan agreements between the Government and the respective entities under terms and
conditions approved by IDA which shall include: (a) interest at a rate of 6.5% p.a.; (b)
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repayment over 20 years, including grace period of 5 years; and (c) foreign exchange risk to be
borne by EVN, HCMCPC, PCI and PC2.

Managgement AWg=cts

1. The Borrower's MOI shall implement the technical assistance for the Regulatory
Framework, and following its completion it shall define and implement steps to reform the
regulatory regime according to an Action Plan acceptable to IDA. This shall include: (a) a time
table for preparation of the Electricity Law and Supplementary Legislation; and (b) creation of a
separate unit for performing regulatory functions.

2. The Borrower shall take all necessary steps to raise average retail tariffs, according to a
progressive schedule satisfactory to IDA, to a level of US¢7.0/kWh in 1999.

3. The Borrower shall by June 1, 1998 appoint a Procurement Monitoring Group to monitor
all project procurement activities and liaise with the IDA Resident Mission.

4. The Borrower shall, through MOI, with the assistance of EVN, MOSTE and MOC: (a)
by September 30, 2000: (i) establish energy efficiency standards for lighting and motors; and (ii)
an energy efficiency building code for commercial buildings; (b) by December 30, 1999, prepare
and implement a pilot load management program in at least 50 buildings; and (c) carry out the
DSM component of the Project in accordance with a time-bound action plan acceptable to IDA,
and shall no later than June 1, 1998, employ consultants. under terms of reference acceptable to
IDA.

H. Readiness for Implementation.

The project implementation plan has been appraised and found to be realistic and of
satisfactory quality.

The feasibility studies for all project components have been completed. Consultants for
the 500 kV and 220 kV systems are expected to be appointed by March 1998. The engineering
design documents for: (a) the 500 kV and 220 kV transmission components of the project are
under preparation; and (b) the distribution rehabilitation components of the project have been
prepared.

Bids are expected to be invited progressively starting March 1998.

I. Compliance with Bank Policies

This project complies with all applicable Bank policies.

J. Disaster Reconstruction Component (see Attachment to PAD, pages 19 to 22)
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Attachment to PAD

J. Disaster Reconstruction Component

Background

Typhoon Linda that struck southern Vietnam on November 3, 1997 was the most severe
to hit the country in a century. Latest estimates compiled by the Disaster Management Unit
appointed by the Government indicate the extent of damage as follows: (a) nine provinces
affected; (b) 452 people killed and 3,800 missing; (c) 76,537 houses and 2,250 school rooms
destroyed; (d) 3,126 boats sunk; and (e) 358,000 hectares of paddy destroyed. Damage to the
electrical distribution network assessed by the Power Company, PC2, is estimated at US$13
million equivalent, with destruction of: (a) 180 km of low voltage distribution lines; (b) 160 km
of medium voltage distribution lines; and (c) 320 distribution transformer substations,
aggregating in capacity to 25 MVA, and disruption of supply to about 100,000 consumers.

In response to Government's request for financial and technical assistance, IDA has
agreed to provide resources for reconstruction in four areas: (a) reconstruction in education,
health, and rural roads by accelerating disbursements under existing credits (Nos. 2548-VN,
2807-VN and 2929-VN); (b) inclusion of components for rebuilding of sea dikes, sluice gates
and restoration of mangroves - after detailed examination - under two Credits currently being
prepared; (c) utilization of existing credit lines in the Rural Finance Project (Credit 2855-VN) for
fishing boats, aquaculture, etc.; and (d) reconstruction of the distribution network, as an added
component under this Credit.

Objectives and Description

The main objective of this project component is to help normalize economic activity in
the typhoon affected areas through the reconstruction of the electricity distribution network in
such areas. A detailed assessment of the damage has been done by PC2 and this has been
reviewed and verified to the extent feasible, by IDA's Resident Mission staff through site visits
to the affected areas. Reconstruction and restoration efforts have already been started by PC2
and have accomplished: (a) largely - temporary, make-shift, propping up of distribution lines and
substations; and (b) some - permanent reconstruction by diverting equipment and materials
from other projects and depleting spare parts inventory. Some parts of the network have still to
be reconstructed. Overall, the project component involves reconstruction of: (a) 180 km of low
voltage distribution lines; (b) 160 km of medium voltage distribution lines; and (c) 320
distribution transformer substations, aggregating in capacity to 25 MVA. The area of devastation
comprises the nine provinces of: Ca Mu, Kien Jiang, Bac Lieu, Soc Trang, Tra Vinh, Ben Tre,
Tien Giang, Baria-Vungtau and Bin Thuan.

Implementing Arrangements

The project component will be implemented by PC2, which is the implementor of the
Vung Tau Distribution Rehabilitation component of the main Transmission and Distribution
project. PC2 has established a separate ad-hoc Project Implementing Unit (PIU), comprising the
Director General of PC2 as the chairman, and Directors of the Provincial Power Services as
members. The PIU, assisted by staff from the various departments of PC2, would be responsible
for preparation of bidding documents, bid evaluation and recommendation of awards. A
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Construction Supervision Group has been established in each of the nine provinces to supervise
and monitor implementation. Actual construction will be undertaken by the provincial and
headquarters staff of PC2, which has vast experience in works of this nature. The project
component is expected to be implemented over a period of 18 months, December 1997 to June
1999.

Cost Estimate

A detailed cost estimate has been prepared by PC2, based on latest market data, and a
summary of costs is presented below:

Estimated Project Component Costs
(US$ Millions)

Local Foreign Total

Distribution Lines

Concrete Poles and hardware (7,870) 0 1.368 1.368
ACSR Conductors (4,563 tons) 0.0 0.912 0.912
ABC Cables and accessories (190 km) 0.0 0.874 0.874
Underground 25 kV cables/accessories (4 km) 0.0 0.210 0.210
Insulators, fuses, switches and arresters 0.0 0.344 0.344

Distribution Substations

Transformers (310, 50 - 400 kVA) 0.0 0.756 0.756
Compact substations (10, 400 - 700 kVA) 0.0 0.400 0.400
Switching, control and metering equipment 0.0 2.656 2.656

Construction Equipment (9, digger derrick trucks) 0.0 1.170 1.170

Installation, administration and overheads 2.250 0.0 2.250

Base Cost 2.250 8.690 10.940
Physical Contingency 0.225 0.869 1.094
Price Contingency 0.125 0.441 0.566
Duties and taxes 0.400 0.0 0.400

Total Cost 3.000 10.000 13.000

Procurement Arrangements

All procurement for the project component would follow the Bank Guidelines for
Procurement published in January 1995 and revised in January 1996 and August 1996.
Procurement would fall into the following categories: (a) equipment and materials very urgently
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needed to remove temporary constructions and restore permanent supplies, amounting to about
US$3.6 million equivalent - these items, comprising ACSR conductors, concrete poles and a part
of transformers, all of which are available from several suppliers in Vietnam, would be procured
through National Competitive Bidding (NCB) procedures; (b) replenishment of equipment and
materials diverted from other projects and spare parts inventory, and items not available locally,
amounting to about US$6.4 million equivalent - these items would be procured using ICB
procedures. Minor civil works and installation would be carried out using PC2's staff in the
provinces. These items will not be financed from the proposed IDA Credit. The following 7
procurement packages are proposed to be financed by the IDA Credit. A bar chart for
procurement is attached.

Summary of Procurement Arrangements
(for items financed from the IDA Credit)

(US$ million)

Package Item Method of Procurement Total Cost
No. ICB NCB

i. Concrete poles - 1.6 1.6
2. ACSR conductors 1.5 1.5
3. Underground cables 1.2 - 1.2
4., 5. Transformers 0.5 0.5 1.0
6. Switching & control 3.3 - 3.3
7. Construction equipment 1.4 - 1.4

Total 6.4 3.6 10.0

Disbursement

The IDA credit for this component would be disbursed against 100% of foreign
expenditures, or 100% of local expenditures (ex-factory cost) for goods procured through ICB
and NCB.



IMPLEMENTATION PLAN FOR EMERGENCY RECOVERY OF TYPHOON DAMAGES

1998 1999
Activities Start Finish Dec Ja Feb I Mar Apr I Mayl Jun |JUI |Aug I Sept|Oct|Nov |Dec (Jan| Feb I Mar Apr[ May| Jun I Jull

Preparation of Bids I-Dec-97 30-Jan-98

Advertisement 20-Feb-98 28-Feb-98

Approval 1-Feb-98 1-Mar-98

Issuance of Bids 2-Mar-98 16-Apr-98

Selection of Bids 10-Apr-98 30-May-98

Approval 1-Jun-98 15-Jul-98

Finalize Contract 10-Jul-98 30-Jul-98 k_

Contract Approval I-Aug-98 30-Aug-98

Delivery I-Nov-98 I-Mar-99

Erection Works 1-Dec-99 30-Jun-00

Commissioning 1-Jan-01 1-Jul-01



ANNEXES
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Annex 1
Vietnam

Transmission, Distribution and Disaster Reconstruction Project
Project Design Summary

Narrative Summary | Key Performance Indicators Monitoring and Critical Assumptions and
__________________j |Supervision Risks

CAS Objective Generation reserve margin Annual review of (CAS Objective to Bank
(%) statistics to be Mission)

Ease infrastructure 1997 2000 2002 maintained by Macroeconomic conditions
constraints to maintain 15 25 30 EVN. are favorable to sustain
pace of economic Sector Investment ($bn.) demand growth. Sector is
development. 1997 2000 2002 able to raise the necessary

0.84 1.12 1.03 mix of foreign financing
Per capita consumpn. (kwh) while complying with the
1997 2000 2002 IMF imposed ESAF
213 310 389 limitations.

Support power sector Arms-length operation of IDA monitoring Government commitment
reforms and EVN from the Government. (based on annual to reforms remains strong.
restructuring Commercialized reports to be IDA technical support is

transactions between maintained by intensified.
"transmission" and EVN) of:
"distribution". (a) independence of
Internally generated cash for EVN's decisions;
investments. (b) payment
Sector's self financing ratio systems for power;
1997 2000 2002 and (c) sector's
30% 30% 30% overall self-

financing ratio.

Ease institutional Increased autonomy of Judgment of IDA Government commitment
bottlenecks by distribution companies. supervision to reforms remains strong.
strengthening sector Appointment of Deputy. missions. IDA technical support is
institutions. Director General for intensified.

customer service by April
1998.

Project Development Transmission Reliability Annual monitoring (Development Objectives
Objectives (faults/km/year) of statistics to be to CAS Objective)
Strengthen the high 1997 2000 2002 kept by EVN. 500 kV transmission
voltage transmission 500 kV .02 .005 .005 system is completed on
network to facilitate 220 kV .22 .22 .22 time and thereafter well
evacuation of power Transmission losses (%) operated and maintained.
from generating 1997 2000 2002 Major hydro plants in
stations. 19.8 17.0 16.0 center are completed on

Central-South Power Flow time and thereafter well
1997 2000 2002 operated and maintained.

MW 66 856 856 220 kV system under the
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GWh 260 3,420 3,420 Project is completed on
Nha Be Taodan Power Flow time and thereafter well

1997 2000 2002 operated and maintained.
MW 0 250 500
GWh 0 1,125 2,250

Rehabilitate Annual Supply Interruptions Annual monitoring Distribution systems are
distribution systems to 1997 2000 2002 of statistics to be completed on time and
reduce losses and Halong 17 10 8 kept by EVN, PC I thereafter well operated and
improve reliability. Vinh 32 22 10 and PC2 maintained.

Vungtau 100 20 5
HCMC 20 12 8
Avg. Interruption Duration
(hours/year)

1997 2000 2002
Halong 3 2 1
Vinh 3.5 2.2 1.1
Vungtau 29 5 3
HCMC 14.5 12 10
Distribution Losses %

1997 2000 2002
Halong 18 10 10
Vinh 15 11 10
Vungtau 12.5 8 8
HCMC 14.5 12 10

Support sector reform Operation of "transmission" Progress reports Government continued
and restructuring as cost center from 1998 and from MOI and commitment to push with
through: (a) profit center from end 1999. EVN to be reforms and tariff
unbundling Fully transparent contractual compiled by EVN. increases. EVN is
"transmission" and energy and capacity Study for unbundled into
"generation" functions; transactions between EVN improvement of transmission and
(b) implementation of "transmission" and EVN transmission generation in a timely and
regulatory reforms; (c) "generation" and and distribution efficient manner.
introduction of tariff distribution companies by functions. Contracts between
reforms; and (d) end 1999. Regulatory system transmission and
exploring financing of Presentation of Electricity study. distribution companies are
distribution from Law to National Assembly completed on time.
diversified sources; by mid-1998. Efforts are made at

Promulgation of secondary involving external parties
legislation within 12 months in distribution.
of approval by National
Assembly.
Separate regulatory office
and functions, mid-1999.
Transparent regulatory
procedures - end-1999.
Progressive increase in
electricity tariffs (USO/kwh)



-25-

1997 1998 1999 2000
6.1 6.6 7.0

External involvement in
distribution - Pilot 1999.

Support institutional Issue charters for each Annual progress Strong Government
strengthening and distribution company reports to be commitment to reforms.
commercialization granting increased provided by EVN. Good performance of TA
through: (i) securing operational and management Government consultants and strong
greater autonomy for autonomy by mid 1998 decrees. Outputs of involvement of counterpart
the distribution Create distribution function technical staff.
companies; and (ii) at Deputy Director General. assistances.
improving its level by April 1998.
Financial Management Improved accounting and
Systems. budgeting systems by

January 1999.

Reduce peak demand Quantified reductions in Progress reports Ability of EVN to monitor
and electricity peak demand (kW) and from EVN. and quantify DSM program
consumption through electricity consumption and policy impacts.
DSM activities. (kWh). _

Project Outputs Transm. line length (km) To be monitored (Outputs to Development
500 kV Pleiku Phulam 1997 2000 2002 annually from Objectives)
transmission system 1,480 2,040 2,660 statistics to be Timely availability of
and 500 kV Transformer capacity maintained by counterpart funds.
substations. (MVA) 1997 2000 2002 EVN.

2,700 3,150 4,400 EVN, PC1, PC2
managements are

220 kV Nha Be Tao Transm. line length (km) committed to deploy
Dan system for supply 1997 2000 2002 adequate resources for
to HCMC. 0 10 10 timely Project completion.

Transformer capacity
(MVA)

1997 2000 2002
0 376 626

Distribution systems MV line length (kmn)
of Halong, Vinh and 1997 2000 2002
Vung Tau. 370 510 650

Transformer capacity
(MVA) 1997 2000 2002

220 1,110 3,700
LV line line length (km)

1997 2000 2002
307 995 1,400

Develop capability Number of staff trained and Progress and EVN and Government
within EVN and participating in DSM supervision reports willing and able to
government agencies implementation and from EVN. effectively implement
to design and successful introduction of DSM program and policy
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implement DSM DSM policy framework. framework.
programs and a policy
framework. Successful implementation EVN able to demonstrate

of DSM and load benefits of DSM pilots to
Demonstration of management pilots. government and public.
DSM programs and
load management. Creation of energy-efficient

standards for lighting,
Demonstration of motors and commercial
efficiency standards. buildings.

Project Components Completion of land surveys Periodic status (Components to Outputs)
and compensation. reports on land Adequate manpower and

acquisition and financial resources for land
compensation from procurement work.
EVN.

500 kV Pleiku-Phulam Adequately staffed project Monitoring Deployment of adequately
line and 500 kV management groups and efficacy of project skilled and manned project
substations, Nha Be adequate consulting management management teamns by
Tao Dan 220 kV assistance. during IDA EVN, PCI and PC2.
system, distribution supervisions.
systems of Halong,
Vinh and Vung Tau.

Acquisition of land for Timely-issue of bid Monitoring Expeditious management
construction of invitations, bid evaluations Procurement decisions on procurement
transmission lines and and contract awards. progress by IDA's related issues.
substations and system at the
expanding Resident Mission.
distribution.

Project management
including engineering,
design and
construction
supervision of
transmission lines and
substations.

Procurement of
equipment for
transmission lines,
substations and
distribution systems.

Technical Assistances Timeliness and quality of IDA supervisions Timely appointment of
for Regulatory reports. and consultants' consultants of high caliber.
framework. Secondary legislation on reports. Adequate interaction with
Capacity building of formation and counterpart staff, adequate
regulatory agency implementation of I counterpart funds.
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including training of regulatory agency by end
staff. 1998.

Number of trained
regulatory staff.

Technical assistance to Number of trained DSM Progress and Timely appointment of
EVN's DSM Cell. staff. supervision reports consultants of high caliber.

from EVN as well
as consultants'
reports.

Pilot load management Successful implementation Adequate interaction with
program. of pilot DSM programs and counterpart staff.

policy framework.

Equipment and Pilot load management
building efficiency program in 100 large
standards. buildings.

Pilot municipal street Establishment of equipment Ability of EVN and
lighting program standards and building code. government agencies to

Successful implementation effectively implement pilot
of street lighting program. programs.
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Annex 2
Vietnam

Transmission, Distribution and Disaster Reconstruction Project
Detailed Project Description

Pleiku-Phulam 500 kV Transmission Line and Associated Substations (US$164.5 million)

The existing 500 kV single circuit line from north to south Vietnam is operating at the limit of its
capability. With the commissioning of the 720 MW Yali hydropower project in central Vietnam by
1999-00 it would be necessary to construct a second 500 kV circuit between Pleiku in the center and
Phulam in the south. The project component involves construction of: (a) a 550 km long, 500 kV
transmission line, with 4-bundle conductors per phase and an earth wire with optical fibre cable for
lightning protection and communication. The transmission line would be routed through six provinces
(Gia Lai, Dac Lac, Lam Dong, Dong Nai, Song Be, Long An) and the outskirts of Ho Chin Minh City,
for the most part along highways 14, 20 and 21; (b) expansion of the two existing substations at Pleiku
and Phulam with additional switching bays and associated equipment; (c) construction of two new
switching points at Bao Loc and Tan Dinh along the line route, with switching equipment and capacitors.
Bao Loc would serve as the connection point for future hydropower stations in the region. Tan Dinh
would serve as the connection point for the 220 kV networks in Song Be province and Ho Chin Minh
City in the future; and (d) provision of control and dispatch equipment for the system.

Expansion of Ha Tinh Substation (US$16 million)

The existing 500 kV Ha Tinh substation in north-central Vietnam is a compensation substation.
With the forecast growth in power demand in the region to 430 MW in 2000 and 993 MW in 2010, it is
necessary to convert this to a full fledged power supply point, relieving the load from the heavily loaded
and high loss existing regional network. Under the proposed project, the Ha Tinh compensation
substation would be expanded, and equipped with a 450 MVA, 500/220/35 kV transformer, a 63 MVA,
220/110/22 kV transformer and associated 220 kV, 110 kV and 35 kV switching bays for power
distribution in the region.

220 kV Nha Be - Tao Dan Transmission Line and GIS Substation (US$56 million)

Ho Chi Minh city is currently supplied by three 220 kV substations. To meet the city's ever
increasing demand, the Power Development Plan calls for the construction of a fourth 220 kV supply
point at Tao Dan in the heart of the city by 1998. This substation would be supplied from the Nha Be
substation. The project component involves: (a) construction of a double-circuit 220 kV, 12 km long,
transmission line connecting Nha Be and Tao Dan substations. The line would comprise a 2 km long
above-ground segment and a 11 km long underground segment in the congested part of the city. The
cable will be XLPE insulated, having a cross section of 2,000 sq. mm.; and (b) construction of a GIS
substation equipped with 2, 250 MVA, 220/115/23 kV transformers each rated at 100 MVA, 2, 63MVA,
115/23/15.7 kV transformers, six 220 kV and 10, 110 kV switching bays. Tao Dan will feed power to
the Saigon Center, Cong Vien, So Thu and Ben Thanh substations.

Rehabilitation of Distribution Networks in Halong, Vinh and Vung Tao (US$61.5 million)

The demand in Halong in 1996 was 110 Gwh and this is expected to grow to 179 Gwh by the
year 2000, at an average growth rate of about 13% p. a. The demand in Vinh in 1996 was 166 Gwh and



-29-

this is expected to grow to 301 Gwh by the year 2000, at an average growth rate of about 16% p. a. The
demand in Vung Tau in 1996 was 150 Gwh and this is expected to grow to 541 Gwh by the year 2000, at
an average growth rate of about 38% p.a., being an industrial development zone. The losses in Halong,
Vinh and Vung Tau currently run at 18%, 15% and 12.5% respectively. If rehabilitation and expansions
are not undertaken, not much additional load can be supplied without excessive losses and greatly
deteriorated system reliability. With the projects, the additional loads can be met and the losses would be
reduced to the order of 8% to 10%. The works proposed to be undertaken in the three cities are indicated
below.

Ha Long City. Rehabilitation and upgrading of the distribution network in Ha Long City would
comprise: (a) installation of a 110/35/22 kV, 40 MVA transformer at the 110 kV Gieng Day substation
in the west of the city; (b) installation of a 110/35/22 kV, 25 MVA transformer at the 110 kV Ha Tu
substation; (c) replacing existing transformer at the 110 kV Giap Khau substation by a 110/22 kV, 25
MVA transformer; (d) strengthening the distribution network in the city by: (i) upgrading voltage at 150
substations, totaling 44,300 kVA of capacity, from 6/0.4 kV to 22/0.4 kV; (ii) changing voltage at 10
substations, totaling 2,340 kVA of capacity, from 35/0.4 kV to 22/0.4 kV; (iii) installing 187 new 22/0.4
kV substations with total capacity of 54,750 kVA in overloaded areas of the city; (iv) strengthening the
22/0.4 kV distribution network by addition of 8 km of underground cable, 25 km of double-circuit and
80 km of single-circuit above ground transmission lines; and (v) strengthening the 0.4 kV distribution
network through upgrading of 480 km of distribution lines, and installation of 15,000 customer meters;
and (e) provision of training facilities.

Vinh Cit. Rehabilitation and upgrading of the distribution network in Vinh City would
comprise: (a) construction of: (i) 4 segments of 35 kV lines totaling 18.6 km; (ii) construction of 112 km
of 22 kV lines, comprising six segments between the 110 kV Ben Thuy substation and six other
substations, and three segments between the 110 kV Dong Hung substation and Le Ninh substation; (b)
rehabilitation of 22/0.4 kV and 10-22/0.4 kV substations through installation or replacement of 205
distribution transformers with total capacity of 46,715 kVA; (c) improving the 0.4 kV distribution
network and the sales operations in Vinh City, by adding 172 km of 0.4 kV lines and installing 39,000
customer meters; and (d) provision of training facilities.

Vung Tau City. Rehabilitation and upgrading of the 22 kV distribution network in Vung Tao
city would be accomplished through: (a) raising the voltage level of 15 kV overhead lines to 22 kV; (b)
adding 93 km of 22 kV copper underground cable and replacing 20.3 km of uninsulated 22 kV overhead
lines by insulated three phase conductor; (c) strengthening the 22 kV network through installation of 40
sets of remote controlled reclosers and 80 sets of remote controlled load break switches, and replacement
of 300 sets of 100/200 A fuses designed to prevent overloading during outages in the network; (d)
construction of 195 new 22/0.4 kV substations with total capacity of 118,900 kVA; (e) construction of
484 km of three phase 220/380 V and 20 km of single phase 220 V aluminum conductor lines for the
220/380 V distribution network; and (f) provision of training facilities. The load dispatch system in the
city would be upgraded through installation of a mini-SCADA system to control/operate 22 kV feeders
and communication system between feeders and 40 nodes in the system. Operation of the distribution
system would also be improved through installation of energized cable sensors, line fault locators,
voltage indicators and related devices.

Consulting Services for Project Design (US$2.0 million)

Consulting services financed by the IDA Credit would cover preparation of detailed designs and
bid documents and project management for: (a) the 500 kV Pleiku-Phulam transmission system; and (b)
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the 220 kV Nha Be Taodan cable and GIS substation system. Consulting services for detailed design and
bid documents for the rehabilitation of the distribution systems of Halong, Vinh and Vung Tau are being
financed by a French Government grant and will be provided by EDF.

Technical Assistance

Demand-Side Management. (US$4.5 million)

International consultants, commissioned by EVN in 1995, recommended implementation of a
phased DSM Action Plan to capture identified opportunities for cost-effective electricity savings in all

i sectors and end-use applications. This Action Plan would remove barriers to cost-effective energy
conservation and efficiency by: (a) building institutional capacity and experience to design, implemenit.
monitor and evaluate DSM programs through pilot programs and training; (b) developing a DSM policy
framework; and (c) introducing minimum efficiency standards for electrical appliances and new
commercial buildings. The project component would implement Phase I of the DSM Action Plan, which
would specifically: (a) provide technical assistance to EVN's DSM Cell to design, implement and
evaluate DSM programs and establish a policy framework; (b) implement a load management program in
100 of the country's largest industrial and commercial customers' premises; (c) establish and adopt
national efficiency standards for lighting, motors and commercial buildings; (d) implement a pilot
municipal street lighting program; and (e) prepare feasibility studies for implementation of Phase II of
the DSM Action Plan, including an industrial energy audit program.

E7V's DSM Cell: A DSM Cell would be created within EVN, with an initial staff of about five,
to: (a) design a national policy framework for DSM and energy efficiency; (b) develop a regulatory
mechanism to encourage utilities to undertake DSM; (c) prepare and implement initial DSM programs,
including industrial energy audits; (d) coordinate DSM program implementation; and (e) monitor and
evaluate DSM programs. Technical assistance would be provided to build capability in all aspects of
DSM policy and planning and program design and implementation. Computer hardware and softwvare
for DSM planning, analysis, monitoring and evaluation, as well as industrial energy audits, would be
financed under this sub-component.

Pilot Load Management Program: Teclnical assistance would be provided to EVN's DSM
Cell to conduct load research and implement a pilot load management program for 100 of the country's
largest industrial and commercial customers. Technical assistance would also be provided to EVN's
participating subsidiary PCs to develop capacity to implement and monitor the load management
program. Equipment financed under this sub-component would include time-of-use meters and billing
software.

Pilot Public Lighting Program: Teclnical assistance would be provided to EVN's DSM Cell
and MOC to design and implement a pilot municipal street lighting program in cooperation with
participating subsidiary PCs and municipal governments. The program would provide the DSM Cell
with experience in all aspects of DSM program design and implementation. Equipment financed under
this sub-component would include approximately 600 high efficiency public street lights.

Equipment and Building Efficiency Standards: Technical assistance would be provided to the
MOI, MOSTE and MOC to design and implement efficiency standards for lighting equipment and
industrial motors (MOI and MOSTE) and commercial buildings (MOC) and to arrange for testing of
equipment at existing testing facilities in neighboring countries (e.g., Thailand, the Philippines).
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Equipment financed under tlhis sub-component would include computer hardware and related software to
design, implement and monitor standards.

Transmission and Distribution Functions. (Project Preparation, US$0.7 million)

The scope of the technical assistance is:

Improvement of Transmission Business Units. (a) review of EVN's proposed organizational structure
for the management and operation of the transmission grid and identification of issues and constraints to
the creation of a single transmission business unit which would be responsible for the purchase of power
from independent power producers and sale to distribution companies; (b) review of existing national
load dispatch and communications facilities to facilitate improvement of transmission operations
together with optimal system dispatch; (c) establishment of a transmission grid code setting out basic
technical requirements for grid connection and rules for dispatch; and (d) preparation of a detailed
implementation plan for the establishment of improved transmission operations and milestones for
agreed actions critical to achieving improvements.

Commercialization and Corporatization of Distribution Companies. (a) establishment of updated asset
values for the distribution companies; (b) drafting of commercial bulk power sales contracts between
generation and transmission entities and the distributiop entities; and (c) review of advice on the
modifications necessary to the charters of the distribution companies to give their management greater
autonomy and accountability for operational and financial policies.

Options for Diversified Sector Participation and Financing of Distribution. (a) development of a strategy
for diversified participation in the distribution companies and evaluation of options for diversified
participation and financing; (b) preparation of detailed guidelines for implementation of diversified
participation in distribution; and (c) drafting of tender documents and model concession agreements for
seeking bids from private sector for distribution company franchises.

Bulk Power Supply Tariffs. (a) review of the financial requirements of EVN's transmission and
generation business units and the distribution companies; and transition strategy for implementing the
above; and (b) recommendation of steps for (i) implementing bulk power supply tariffs; (ii)
mechanisms for tariff determination, review and setting; (iii) a cost effective and flexible bulk supply
metering arrangement; and (iv) a transition strategy for implementing the above.

Regulatory Framework. (US$0.8 million)

The Government is currently drafting an Electricity Law and subsidiary regulations with the objective of:
(a) defining the responsibilities of the different government agencies involved in the power sector; (b)
defining the appropriate regulatory functions to be undertaken by government supervisory agencies; (c)
delineating the regulatory responsibilities of different government agencies and ministries; and (d)
developing a suitable institutional form for the conduct of the regulatory functions.

The above task is progressing well and is being supported by grants from ESMAP and from IDF. The
task that would be undertaken under this regulatory technical assistance is required to complement the
on-going activities in drafting the Electricity Law and subsidiary regulations. More specifically, this
technical assistance is necessary to prepare the detailed working procedures and analytic tools that would
be utilized to effectively regulate the power sector. It would also assist in developing the necessary
skills in the agency/institution that will perform the regulation.
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The scope of work includes: (a) preparation of the detailed regulatory criteria and procedures to regulate
the power sector. This would cover, investment and financial criteria, reliability and performance
criteria for the different power sector entities; (b) defining and developing the analytic and
administrative procedures to perform the regulation. This would include, financial and economic
evaluation models, detailed manuals and guidelines; and (c) training of staff who would be performing
the regulatory functions.



I
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Annex 3
Vietnam

Transmission, Distribution and Disaster Reconstruction Project
Estimated Project Costs

(US$ Million)

Local Foreign Total

A. Pleiku-Phulam 500 kV Transmission Line

Construction and Erection 34.5 0.0 34.5
Steel Towers and Reinforcement Bars 0.0 27.2 27.2
Conductors, Insulators and Accessories 0.0 28.2 28.2
Optical Cable 0.0 8.0 8.0
Capacitors and Other Electrical Equipment 0.0 23.4 23.4
Communication Equipment 0.0 4.0 4.0
Control and dispatch equipment 0.0 4.0 4.0
Land Acquisition and Compensation 7.7 0.0 7.7

Base Cost 42.2 94.8 137.0
Physical Contingency 2.7 4.5 7.2
Price Contingency 4.4 3.2 7.6
Engineering and Supervision 8.2 0.0 8.2
Duties and Taxes 4.5 0.0 4.5

Sub-Total 62.0 102.5 164.5

B. 500 kV Ha Tinh Substation

500/220/35 kV Transformers, 450 MVA 0.0 4.5 4.5
220/110/22 kV Transformers, 63 MVA 0.0 1.6 1.6
Switchgear and Electrical Equipment 0.0 4.9 4.9
Connection Line 0.6 0.9 1.5
Steel Structures 0.0 0.1 0.1
Construction and Installation 1.2 0.3 1.5
Land Acquisition and Compensation 0.1 0.0 0.1

Base Cost 1.9 12.3 14.2
Physical Contingency 0.1 0.5 0.6
Price Contingency 0.3 0.2 0.5
Engineering and Supervision 0.4 0.0 0.4
Duties and Taxes 0.3 0.0 0.3

Sub-Total 3.0 13.0 16.0
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Local Foreign Total

C. 220 kV Nha Be - Tao Dan T/L and GIS Substation

Above-ground 220 kV Line
Construction and Installation 0.3 0.0 0.3
Conductors, Insulation, Steel Towers and Auxiliaries 0.0 0.6 0.6

Underground 220 kV Line
Construction and Installation 1.8 0.0 1.8
Cable and Auxiliaries 0.0 27.2 27.2

Tao Dan GIS Substation
Construction and Installation 1.8 0.0 1.8
Transformers and Other Electrical Equipment 0.0 14.0 14.0
Land Acquisition and Compensation 1.5 0.0 1.5

Base Cost 5.4 41.8 47.2
Physical Contingencies 0.5 2.1 2.6
Price Contingencies 0.9 1.1 2.0
Engineering and Supervision 2.9 0.0 2.9
Duties and Taxes 1.3 0.0 1.3

Sub-Total 11.0 45.0 56.0

D. Rehabilitation of Distribution Networks

(a) Ha Long City

High Voltage Substations
Transformers 0.0 1.2 1.2
Electrical Equipment 0.0 2.4 2.4
Construction and Installation 0.3 0.0 0.3

Distribution Network
Transformers 0.0 2.0 2.0
Conductors, Insulation and Accessories 0.2 3.6 3.8
Communication Equipment 0.2 0.1 0.3
Construction and Installation 3.6 0.0 3.6
Land Acquisition and Compensation 0.8 0.0 0.8
Training facilities 0.0 1.0 1.0

Base Cost 5.1 10.3 15.4
Physical Contingencies 0.2 0.5 0.7
Price Contingencies 0.4 0.7 1.1
Engineering and Supervision 0.8 0.0 0.8
Duties and Taxes 0.5 0.0 0.5

Sub- Total 7.0 11.5 18.5
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Local Foreign Total

(b) Vinh City

35 kV Transmission Lines 0.0 0.3 0.3
22 kV Underground Cable 0.0 2.8 2.8
22 kV Transmission Lines 0.0 0.9 0.9
22/0.4 kV Substations 0.0 1.4 1.4
0.4 kV Underground Cable 0.0 1.0 1.0
0.4 kV Transmission Lines 0.0 1.4 1.4
Meters and Related Materials 0.0 1.5 1.5
Construction and Installation 3.7 0.0 3.7
Land Acquisition and Compensation 1.5 0.0 1.5
Training facilities 0.0 1.0 1.0

Base Cost 4.6 10.3 14.9
Physical Contingencies 0.2 0.5 0.7
Price Contingencies 0.5 0.7 1.2
Engineering and Supervision 1.2 0.0 1.2
Duties and Taxes 0.5 0.0 0.5

Sub- Total 7.0 11.5 18.5

(c) Vung Tau City

22 kV Network 0.0 5.7 5.7
22/0.4 kV Substations 0.0 1.3 1.3
220/380 V Network 0.0 4.8 4.8
Communication and Operation Facility 0.2 0.8 1.0
Customer Meters and Accessories 0.0 0.5 0.5
Construction and Installation 5.4 0.0 5.4
Land Acquisition and Compensation 0.8 0.0 0.8
Training facilities 0.0 2.0 2.0

Base Cost 6.4 15.1 21.5
Physical Contingencies 0.3 0.6 0.9
Price Contingencies 0.6 0.8 1.4
Engineering and Supervision 1.1 0.0 1.1
Duties and Taxes 0.6 0.0 0.6

Sub- Total 9.0 16.5 25.5
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Local Foeign Total

E. Consulting Services

Design and Bid Document Preparation:
(a) 500 kV Transmission Line 0.0 1.0 1.0
(b) 200 kV System and Cable Transmission 0.0 1.0 1.0
(c) Regulatory Framework 0.1 0.7 0.8

Sub- Total 0.1 2.7 2.8

F. Demand Side Management 0.9 3.6 4.5

G. Total Project Cost

500 kV Transmission Line 42.2 94.8 137.0
500 kV Ha Tinh Substation 1.9 12.3 14.2
220 kV Nha Be - Tao Dan T/L and GIS Substation 5.4 41.8 47.2
Ha Long Distribution 5.1 10.3 15.4
Vinh Distribution 4.6 10.3 14.9
Vung Tao Distribution 6.4 15.1 21.5

Base Cost 65.6 184.6 250.2
Physical Contingencies 4.0 8.7 12.7
Price Contingencies 7.1 6.7 13.8
Engineering and Supervision 14.6 0.0 14.6
Duties and Taxes 7.7 0.0 7.7

Consulting Services 0.1 2.7 2.8
Demand Side Management 0.9 3.6 4.5

Total Project Cost (without IDC) 100.0 206.3 306.3
Interest During Construction (IDC) 12.7 0.0 12.7

GRAND TOTAL PROJECT COST'1 112.7 206.3 319.0

/1 Excluding cost of Disaster Reconstruction Component.
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Annex 4
Vietnam

Transmission, Distribution and Disaster Reconstruction Project
Cost Benefit Analysis Summary
(Monetary Values are in US$)

(Base Year - 1995)

Present Value of Flows Fiscal Impact
Economic Financial l

l_____________________ Analysis Analysis Taxes Subsidies

Benefits 899 mn. 2,331 mln
Costs 614 mln. 2,144 mln. N. A. N. A.

Net Benefits: 286 mln. 187 mln.
IRR: 27% 13%

Switching Values of Critical Items to drop ERR to 10%:

Variable Pleicu Ha Tinh Nha Be Halong Vinh Vung Tau
-Phulam SubSt. Tao Dan Distrib. Distrib. Distrib.

Cost
Overrun% 64 49 290 270 240 202

A. Economic Analysis

General Approach

Economic analyses for all project components are carried out using two scenarios: (a) "with" the
project; and (b) "without" the project. The following assumptions are made: (a) all costs are expressed
in constant 1995 prices, making no adjustments for shadow exchange rate or shadow wage rate; (b) the
capital investments are considered over the 1997-2000 period and the analyses are made over a project
economic life of 20 years (2000-2020); and (c) the economic internal rate of return (ERR) of the project
component is the discount rate at which the present value of the cost streams of the "with" project and
"without" project scenarios are equal. The net present values (NPVs) are based on a discount rate of
10%, which is approximately the opportunity cost of capital in Vietnam.

Pleiku - Phulam 500 kV Transmission Line

The "with" project scenario consists of strengthening the 500 kV North-Center-South
transmission link by constructing the second 500 kV circuit between central and south Vietnam. This is
necessary with the coming into operation of the 720 MW Yali hydropower station in central Vietnam.
The "without" project scenario consists of strengthening the 220 kV network between central and south
Vietnam to transmit power from the Yali hydropower project. Table 1 indicates for the two scenarios:
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(a) the investments for both scenarios; (b) the operation and maintenance costs evaluated at 2% of the
investment cost; (c) the losses for both scenarios evaluated at LRMC of US03.09/kWh; (d) the unserved
energy due to system unreliability for both scenarios, evaluated at US$0.5/kWh (a conservative value
compared to estimates in other developing countries which range from US$0.6 to US$2.6/kwh for
residential and industrial consumers, respectively); and (e) the surplus energy from the north that the 500
kV line (with "project" scenario) can transmit is evaluated at US¢2.34/kWh, the LRMC for developing
high voltage transmission. The ERR is estimated at 30.5% and the NPV at US$95.8 million. Project cost
increases of 10% and 20% result in a decrease of the ERR to 24.6% and 20.4%, respectively, while a
delay of one year in project completion reduces the ERR to 24%. A simultaneous completion delay of
one year and cost increase of 20% reduces the ERR to 16.6%. The analysis shows that the rate of return
on this project component, even under adverse conditions is significantly higher than the 10% threshold.

500 kV Ha Tinh Substation

The "with" project scenario consists of the construction of the 500 kV Ha Tinh substation to
distribute power in north-central Vietnam. The "without" project scenario consists of strengthening the
220 kV system between central and north Vietnam. Table 2 indicates for the two scenarios: (a) the
investments for both scenarios; (b) the operation and maintenance costs evaluated at 2% of the
investment cost; (c) the losses for both scenarios evaluated at LRMC of US¢3.09/kWh; and (d) the
unserved energy due to system unreliability for both scenarios, evaluated at US$0.5/kWh. The ERR is
estimated at 41.5% and the NPV at US$7.3 million. Project cost increases of 10% and 20% result in a
decrease of the ERR to 29.8% and 22.2%, respectively, while a delay of one year in project completion
reduces the ERR to 32.2%. A simultaneous completion delay of one year and cost increase of 20%
reduces the ERR to 17.6%. The analysis shows that the rate of return on this project component, even
under adverse conditions is significantly higher than the 10% threshold.

220 kV Nha Be - Tao Dan Underground Cable and GIS Substation

The "with" project scenario includes construction of a 220 kV transmission line, consisting of an
underground segment through the crowded section of HCMC and an above ground segment, and a GIS
substation. The "without" project scenario assumes that no capital investments would be made. Table 3
indicates for the two scenarios: (a) the investment for the "with" project scenario; (b) operation and
maintenance cost at 2% of investment cost; and (c) the incremental energy attributed to the project
evaluated at the LRMC for development of the 1 10 kV system at US¢0.66/kWh and of the 22 kV system
at US¢1.09/kWh. The ERR is estimated at 27.6% and the NPV at US$125.9 million. Project cost
increases of 10% and 20% result in a decrease of the ERR to 24.3% and 22.8%, respectively, while a
delay of one year in project completion reduces the ERR to 22.4%. A simultaneous completion delay of
one year and cost increase of 20% for the project reduces the ERR to 19.8%. The analysis shows that the
rate of return on this project component, even under adverse conditions is significantly higher than the
10% threshold.

Rehabilitation of Distribution Systems of Ha Long, Vinh and Vung Tau

(a) Under the "with" project scenario, the rehabilitation of the distribution system is assumed to
meet the forecast demands at improving levels of losses and system reliability. The "without" project
scenario assumes that no capital investments are made. Tables 4, 5 and 6 (for Ha Long, Vinh and Vung
Tau, respectively) indicate for the two scenarios: (a) investment for the "with" project scenario; (b)
operation and maintenance cost at 2% of investment cost; (c) unserved energy due to system
unreliability for both scenarios evaluated at US00.5/kwh; (d) losses for both scenarios evaluated at
LRMC of US07.18/kWh; and (e) the incremental energy attributed to the project evaluated at the LRMC
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for development of the distribution system at US02.27/kWh. The ERRs and NPVs are estimated as
follows:

Ha Long Vinh Vung Tau
Base Case ERR (%) 24.8 22.9 20.5
Base case NPV (US$ mln) 21.9 17.3 17.9
ERR with cost increase of 1O% 22.9 21.1 18.9
ERR with cost increase of 20% 21.2 19.5 17.4
ERR with delay of one year 20.9 19.5 16.9
ERR with cost increase of 20% 18.1 16.7 14.5
and delay of one year

ERR for the Overall Project

An analysis to evaluate the ERR for the overall project is made using the sum of the costs of the
"with" and "without" project scenarios, as the costs and benefits, respectively of the entire project, yields
an ERR of 27.2% and an NPV of US$286.1 million.

B. Financial Analysis

A financial analysis of each project component is conducted (see Tables 7 to 12) with costs
based on: (a) investment cost including duties and taxes and interest during construction; (b) operation
and maintenance cost at 2% of investment cost; and (c) cost of incremental energy purchased at bulk
purchase prices for each power company, and benefits based on: (a) revenues from energy sales (after
allowing for losses) at the average sales prices for each power company. The financial internal rates of
return FIRRS and the NPVs at 7% discount rate are estimated as follows:

FIRR% NPV (US$ mlin)
500 kV Pleiku-Phulam Line .12.0 85.7
500 kV Ha Tinh Substationt Base case NPV 21.0 15.6
220 kV Nha Be Tao Dan System 15.8 59.9
Ha Long Distribution 8.3 2.1
Vinh Distribution 13.5 10.3
Vung Tao Distribution 16.9 13.6
Whole Project 13.3 187.2



Table I - Pleicu - Phu Lam 500kV Transmission Line - Economic Analysis

"With" Project (costs) "without" Project (benefits)

Year Invest O&M Losses Unserved Losses Unserved Total Invst. O&M Losses Unserved Incremental Losses Unserved Incrementa Total

Energy Value Energy Cost in 220 kv Energy Energy Value Energy Energy Cost Net

(x) Value (x) (y) Value (y) Benefit

US$ mi. US$ min GWh GWh US$ m. US$ min. US$ mi. US$ mi. US$ m. GWh GWh GWh US$ min. US$ min. US$ min. US$ min. US$ min.

1 2 3 4 5 6 7 8 9 10 1 1 12 13 14 15 16 | 17 18
1997 2.70 320 60.0 9.89 30.00 42.59 320 60.0 9.89 30.00 39.89 -2.70
1998 42.50 320 60.0 9.89 30.00 82.39 42.9 320 60.0 9.89 30.00 82.79 0.40
1999 102.50 320 60.0 9.89 30.00 142.39 42.9 320 60.0 9.89 30.00 82.79 -59.60
2000 7.48 3.14 320 60.0 9.89 30.00 50.51 21.5 320 60.0 9.89 30.00 61.39 10.88
2001 3.14 250 21.5 7.73 10.75 21.62 2.1 319.5 41.3 400 9.87 20.65 9.36 41.98 20.36
2002 3.14 250 21.5 7.73 10.75 21.62 2.1 319.5 41.3 420 9.87 20.65 9.83 42.45 20.83
2003 3.14 250 21.5 7.73 10.75 21.62 2.1 319.5 41.3 450 9.87 20.65 10.53 43.15 21.53
2004 3.14 250 21.5 7.73 10.75 21.62 2.1 319.5 41.3 450 9.87 20.65 10.53 43.15 21.53
2005 3.14 250 21.5 7.73 10.75 21.62 2.1 319.5 41.3 581 9.87 20.65 13.60 46.22 24.60
2006 3.14 250 21.5 7.73 10.75 21.62 2.1 319.5 41.3 581 9.87 20.65 13.60 46.22 24.60
2007 3.14 250 21.5 7.73 10.75 21.62 2.1 319.5 41.3 581 9.87 20.65 13.60 46.22 24.60
2008 3.14 250 21.5 7.73 10.75 21.62 2.1 319.5 41.3 581 9.87 20.65 13.60 46.22 24.60
2009 3.14 250 21.5 7.73 10.75 21.62 2.1 319.5 41.3 581 9.87 20.65 13.60 46.22 24.60
2010 3.14 250 21.5 7.73 10.75 21.62 2.1 319.5 41.3 581 9.87 20.65 13.60 46.22 24.60
2011 3.14 250 21.5 7.73 10.75 21.62 2.1 319.5 41.3 581 9.87 20.65 13.60 46.22 24.60
2012 3.14 250 21.5 7.73 10.75 21.62 2.1 319.5 41.3 581 9.87 20.65 13.60 46.22 24.60
2013 3.14 250 21.5 7.73 10.75 21.62 2.1 319.5 41.3 581 9.87 20.65 13.60 46.22 24.60
2014 3.14 250 21.5 7.73. 10.75 21.62 2.1 319.5 41.3 58.1 9.87 20.65 13.60 46.22 24.60
2015 3.14 250 21.5 7.73 10.75 21.62 2.1 319.5 41.3 581 9.87 20.65 13.60 46.22 24.60
2016 3.14 250 21.5 7.73 10.75 21.62 2.1 319.5 41.3 581 9.87 20.65 13.60 46.22 24.60
2017 3.14 250 21.5 7.73 10.75 21.62 2.1 319.5 41.3 581 9.87 20.65 13.60 46.22 24.60
2018 3.14 250 21.5 7.73 10.75 21.62 2.1 319.5 41.3 581 9.87 20.65 13.60 46.22 24.60
2019 3.14 250 21.5 7.73 10.75 21.62 2.1 319.5 41.3 581 9.87 20.65 13.60 46.22 24.60
2020 3.14 250 21.5 7.73 10.75 21.62 2.1 319.5 41.3 581 9.87 20.65 13.60 46.22 24.60

(x) Unserved Energy is due to system unreliability EIRR 30.5%
(y) Incremental energy is the difference of the energy transmitted by the project and the alternative NPV (i=10%) 95.8

plus the excess energy that 500 kV can transfer from north Vietanm NPV (=12%) 72.23



Table 2 - Ha Tinh 500 kV Substation - Economic Analysis

"with" Project (costs) without" Project (benefits)
Net

Year Investment O&M Losses Unserved Losses Unserved Total Investment O&M Losses Unserved Losses Unserved Total Benefit
Energy Value Energy Cost in 220 kv Energy Value Energy Cost

Value Value

US$ m US$ min GWh GWh US$ min US$ min US$ min US$ min US$ min GWh GWh US$ min US$ min US$ min US$ min
1 2 | 3 | 4 | 5 7 6 1 7 8 9 10 1 1 12 14 15 17 18

1997 0.2 94.8 6.6 2.93 3.3 6.43 0.5 94.8 6.6 2.93 3.30 6.73 0.30
1998 3.27 94.8 6.6 2.93 3.3 9.50 3 94.8 6.6 2.93 3.30 9.23 -0.27
1999 12.09 0.31 94.8 6.6 2.93 3.3 18.63 4 0.50 94.8 6.6 2.93 3.30 10.72 -7.91
2000 0.31 80.0 4.0 2.47 2 4.78 5 0.50 90 5.5 2.78 2.75 11.03 6.24
2001 0.31 80.0 4.0 2.47 2 4.78 4 0.50 87 5.5 2.69 2.75 9.93 5.15
2002 0.31 80.0 4.0 2.47 2 4.78 0.50 85 5.5 2.63 2.75 5.87 1.09
2003 0.31 80.0 4.0 2.47 2 4.78 0.50 85 5.5 2.63 2.75 5.87 1.09
2004 0.31 80.0 4.0 2.47 2 4.78 0.50 85 5.5 2.63 2.75 5.87 1.09
2005 0.31 80.0 4.0 2.47 2 4.78 0.50 85 5.5 2.63 2.75 5.87 1.09
2006 0.31 80.0 4.0 2.47 2 4.78 0.50 85 5.5 2.63 2.75 5.87 1.09
2007 0.31 80.0 4.0 2.47 2 4.78 0.50 85 5.5 2.63 2.75 5.87 1.09
2008 0.31 80.0 4.0 2.47 2 4.78 0.50 85 5.5 2.63 2.75 5.87 1.09
2009 0.31 80.0 4.0 2.47 2 4.78 0.50 85 5.5 2.63 2.75 5.87 1.09
2010 0.31 80.0 4.0 2.47 2 4.78 0.50 85 5.5 2.63 2.75 5.87 1.09
2011 0.31 80.0 4.0 2.47 2 4.78 0.50 85 5.5 2.63 2.75 5.87 1.09
2012 0.31 80.0 4.0 2.47 2 4.78 0.50 85 5.5 2.63 2.75 5.87 1.09
2013 0.31 80.0 4.0 2.47 2 4.78 0.50 85 5.5 2.63 2.75 5.87 1.09
2014 0.31 80.0 4.0 2.47 2 4.78 0.50 85 5.5 2.63 2.75 5.87 1.09
2015 0.31 80.0 4.0 2.47 2 4.78 0.50 85 5.5 2.63 2.75 5.87 1.09
2016 0.31 80.0 4.0 2.47 2 4.78 0.50 85 5.5 2.63 2.75 5.87 1.09
2017 0.31 80.0 4.0 2.47 2 4.78 0.50 85 5.5 2.63 2.75 5.87 1.09
2018 0.31 80.0 4.0 2.47 2 4.78 0.50 85 5.5 2.63 2.75 5.87 1.09
2019 0.31 80.0 4.0 2.47 2 4.78 0.50 85 5.5 2.63 2.75 5.87 1.09
2020 0.31 80.0 4.0 2.47 2 4.78 0.50 85 5.5 2.63 2.75 5.87 1.09
2021 0.31 80.0 4.0 2.47 2 4.78 0.50 85 5.5 2.63 2.75 5.87 1.09

EIRR = 41.5%
NPV (i=10%) = 7.3
NPV (i=12%) = 5.93



Table 3 - Nha Be Tao Dan 220 kV Cable & Substation - Economic Analysis

"with" Project ( cost) "without' Project ( benefits)
Unserved Unserved Incremental Incremental Net

Year Invest O&M Total Energy Energy Energy Eenergy Total Benefit

Cost 11OkV 22kV 11OkV 22kV Cost

US$ min. US$ min. US$ min. Gwh Gwh US$ min. US$ min. US$ min. Mill $

1997 0.2 0.20 0 0 0.0 0.0 0.00 -0.2
1998 34.80 34.80 0 0 0.0 0.0 0.00 -34.8
1999 24.30 0.99 25.29 0 0 0.0 0.0 0.00 -25.3
2000 0.99 0.99 228 165 1.7 3.0 4.74 3.8
2001 0.99 0.99 513 371 3.8 6.8 10.67 9.7
2002 0.99 0.99 1012 750 7.6 13.8 21.39 20.4
2003 0.99 0.99 1096 812 8.2 14.9 23.17 22.2
2004 2.40 0.99 3.39 1096 812 8.2 14.9 23.17 19.8
2005 0.99 0.99 1180 812 8.9 14.9 23.80 22.8
2006 0.99 0.99 3243 812 24.3 14.9 39.27 38.3
2007 0.99 0.99 3243 812 24.3 14.9 39.27 38.3
2008 0.99 0.99 3243 812 24.3 14.9 39.27 38.3
2009 0.99 0.99 3243 812 24.3 14.9 39.27 38.3
2010 0.99 0.99 3243 812 24.3 14.9 39.27 38.3
2011 0.99 0.99 3243 812 24.3 14.9 39.27 38.3
2012 0.99 0.99 3243 812 24.3 14.9 39.27 38.3
2013 0.99 0.99 3243 812 24.3 14.9 39.27 38.3
2014 0.99 0.99 3243 812 24.3 14.9 39.27 38.3
2015 0.99 0.99 3243 812 24.3 14.9 39.27 38.3
2016 0.99 0.99 3243 812 24.3 14.9 39.27 38.3
2017 0.99 0.99 3243 812 24.3 14.9 39.27 38.3
2018 0.99 0.99 3243 812 24.3 14.9 39.27 38.3
2019 0.99 0.99 3243 812 24.3 14.9 39.27 38.3
2020 0.99 0.99 3243 812 24.3 14.9 39.27 38.3

EIRR 27.6%
NPV( i=10%) 125.9

NPV (1=12%) 92.57



Table 4 - Ha Long Distribution Rehabilitation - Economic Analysis

"with" Project (costs) ... -.......

Investment O&M Losses Unserved Losses Unserved ..... .,....... ...... ...

Year Energy Value Energy Tota....... ..... ..ki . i9.......... Benefit
Value Cost . e ,

US$min US$min US$min USSmin US$min US$min US$min G Sv mm A .u i m vi * US$min

1997 0.20 0.00 23.9 2.65 1.72 1.3 3.2 23.9 2.7 0.0 1.71 1.3 0.00 3.0 -0.20

1998 5.52 0.00 23.9 2.65 1.71 1.3 8.6 23.9 2.7 0.0 1.71 1.3 0.00 3.0 -5.52

1999 9.08 0.00 23.9 1.51 1.72 0.8 11.6 28.5 3.2 0.0 2.05 1.6 0.00 3.6 -7.92

2000 1.90 0.33 24.5 1.66 1.76 0.8 4.8 32.0 3.6 21.2 2.30 1.8 0.48 4.6 -0.26

2001 0.33 25.0 1.79 1.80 0.9 3.0 35.3 3.9 37.2 2.54 2.0 0.85 5.3 2.32

2002 0.33 25.0 2.02 1.80 1.0 3.1 39.9 4.4 52.2 2.87 2.2 1.19 6.3 3.13

2003 0.33 25.8 2.28 1.85 1.1 3.3 45.1 5.0 73.2 3.24 2.5 1.66 7.4 4.08

2004 0.33 25.8 2.58 1.85 1.3 3.5 51.0 5.7 96.8 3.66 2.8 2.20 8.7 5.21

2005 0.33 29.2 2.92 2.09 1.5 3.9 57.6 6.4 123.5 4.14 3.2 2.80 10.1 6.26

2006 0.33 29.2 2.92 2.09 1.5 3.9 57.6 6.4 153.7 4.14 3.2 3.49 10.8 6.94

2007 0.33 29.2 2.92 2.09 1.5 3.9 57.6 6.4 153.7 4.14 3.2 3.49 10.8 6.94

2008 0.33 29.2 2.92 2.09 1.5 3.9 57.6 6.4 153.7 4.14 3.2 3.49 10.8 6.94

2009 0.33 29.2 2.92 2.09 1.5 3.9 57.6 6.4 153.7 4.14 3.2 3.49 10.8 6.94

2010 0.33 29.2 2.92 2.09 1.5 3.9 57.6 6.4 153.7 4.14 3.2 3.49 10.8 6.94

2011 0.33 29.2 2.92 2.09 1.5 3.9 57.6 6.4 153.7 4.14 3.2 3.49 10.8 6.94

2012 0.33 29.2 2.92 2.09 1.5 3.9 57.6 6.4 153.7 4.14 3.2 3.49 10.8 6.94

2013 0.33 29.2 2.92 2.09 1.5 3.9 57.6 6.4 153.7 4.14 3.2 3.49 10.8 6.94

2014 0.33 29.2 2.92 2.09 1.5 3.9 57.6 6.4 153.7 4.14 3.2 3.49 10.8 6.94

2015 0.33 29.2 2.92 2.09 1.5 3.9 57.6 6.4 153.7 4.14 3.2 3.49 10.8 6.94

2016 0.33 29.2 2.92 2.09 1.5 3.9 57.6 6.4 153.7 4.14 3.2 3.49 10.8 6.94

2017 0.33 29.2 2.92 2.09 1.5 3.9 57.6 6.4 153.7 4.14 3.2 3.49 10.8 6.94

2018 0.33 29.2 2.92 2.09 1.5 3.9 57.6 6.4 153.7 4.14 3.2 3.49 10.8 6.94

2019 0.33 29.2 2.92 2.09 1.5 3.9 57.6 6.4 153.7 4.14 3.2 3.49 10.8 6.94

2020 0.33 29.2 2.92 2.09 1.5 3.9 57.6 6.4 153.7 4.14 3.2 3.49 10.8 6.94

EIRR 24.8%
NPV (i=10°) 21.9
NPV ( 1=12%) 15.8



Table 5 - Vinh Distribution Rehabilitation - Economic Analysis

"with" Project ( costs) " without' Project ( benefits)
Invest O&M Losses Unserved Losses Unserved Losses Unserved Incrementa Losses Unserved Incremental Net

Year Energy value Energy Total Energy Energy Value Energy Energy Total Benefit
Value Cost Value Cost

US$mi US$ min GWh GWh US$ min US$ min US$ min GWh GWh GWh US$ min US$ mi US$ min US$ min US$ min
1997 0.20 15.0 1.6 1.07 0.78 2.1 15.0 1.6 0.0 1.07 0.78 0.00 1.9 -0.20
1998 5.20 16.5 1.7 1.19 0.84 7.2 16.5 1.7 0.0 1.19 0.84 0.00 2.0 -5.20
1999 9.00 17.8 1.8 1.28 0.88 11.2 17.8 1.8 0.0 1.28 0.88 0.00 2.2 -9.00
2000 1.60 0.32 17.8 1.6 1.28 0.81 4.0 17.8 1.6 79.0 1.28 0.81 1.79 3.9 -0.13
2001 0.32 19.4 1.8 1.39 0.92 2.6 26.6 2.9 98.3 1.91 1.43 2.23 5.6 2.94
2002 0.32 20.8 2.0 1.49 1.02 2.8 29.8 3.2 117.9 2.14 1.60 2.68 6.4 3.58
2003 0.32 22.0 2.3 1.58 1.13 3.0 33.0 3.5 137.4 2.37 1.77 3.12 7.3 4.23
2004 0.32 23.0 2.5 1.65 1.23 3.2 36.2 3.9 156.9 2.60 1.94 3.56 8.1 4.89
2005 0.32 23.9 2.7 1.72 1.33 3.4 39.3 4.2 176.5 2.82 2.11 4.01 8.9 5.57
2006 0.32 23.9 2.7 1.72 1.33 3.4 39.3 4.2 176.5 2.82 2.11 4.01 8.9 5.57
2007 0.32 23.9 2.7 1.72 1.33 3.4 39.3 4.2 176.5 2.82 2.11 4.01 8.9 5.57
2008 0.32 23.9 2.7 1.72 1.33 3.4 39.3 4.2 176.5 2.82 2.11 4.01 8.9 5.57
2009 0.32 23.9 2.7 1.72 1.33 3.4 39.3 4.2 176.5 2.82 2.11 4.01 8.9 5.57
2010 0.32 23.9 2.7 1.72 1.33 3.4 39.3 4.2 176.5 2.82 2.11 4.01 8.9 5.57
2011 0.32 23.9 2.7 1.72 1.33 3.4 39.3 4.2 176.5 2.82 2.11 4.01 8.9 5.57
2012 0.32 23.9 2.7 1.72 1.33 3.4 39.3 4.2 176.5 2.82 2.11 4.01 8.9 5.57
2013 0.32 23.9 2.7 1.72 1.33 3.4 39.3 4.2 176.5 2.82 2.11 4.01 8.9 5.57
2014 0.32 23.9 2.7 1.72 1.33 3.4 39.3 4.2 176.5 2.82 2.11 4.01 8.9 5.57
2015 0.32 23.9 2.7 1.72 1.33 3.4 39.3 4.2 176.5 2.82 2.11 4.01 8.9 5.57
2016 0.32 23.9 2.7 1.72 1.33 3.4 39.3 4.2 176.5 2.82 2.11 4.01 8.9 5.57
2017 0.32 23.9 2.7 1.72 1.33 3.4 39.3 4.2 176.5 2.82 2.11 4.01 8.9 5.57
2018 0.32 23.9 2.7 1.72 1.33 3.4 39.3 4.2 176.5 2.82 .2.11 4.01 8.9 5.57
2019 0.32 23.9 2.7 1.72 1.33 3.4 39.3 4.2 176.5 2.82 2.11 4.01 8.9 5.57
2020 0.32 23.9 2.7 1.72 1.33 3.4 39.3 4.2 176.5 2.82 2.11 4.01 8.9 5.57

EIRR 22.9%
NPV (i=10%) 17.3
NPV (1=12%) 12.3



Table 6 - Vung Tau Distribution Rehabilitation - Economic Analysis

with " Project ( costs) "without" Project ( benefits)
Unserved Losses Unserved Loss Unserved Incremental Losses Unserved Incremental Net

Year Investment O&M Loss Energy Value Energy Total Energy Energy value Energy Energy Total Benefit
Value Cost Value Cost

US$ min. US$ min. GWh GWh US$ min. US$ min. US$ min. GWh GWh GWh US$ min US$ mi US$ min US$ min Mill $
1997 2.90 26.5 1.56 1.90 0.78 5.6 26.5 1.6 0.0 1.90 0.78 0.00 2.7 -2.90
1998 6.10 27.6 1.68 1.98 0.84 8.9 32.2 1.7 0.0 2.31 0.84 0.00 3.2 -5.77
1999 8.20 0.45 26.2 1.75 1.88 0.88 11.0 36.6 1.8 0.0 2.63 0.88 0.00 3.5 -7.45
2000 5.20 0.45 27.1 1.62 1.95 0.81 8.0 47.5 1.6 0.0 3.41 0.81 0.00 4.2 -3.74
2001 0.45 27.1 1.83 1.95 0.92 2.9 47.5 2.9 98.3 3.41 1.43 2.23 7.1 4.21
2002 0.45 27.1 2.04 1.95 1.02 3.0 47.5 3.2 117.9 3.41 1.60 2.68 7.7 4.72
2003 0.45 27.1 2.25 1.95 1.13 3.1 47.5 3.5 137.4 3.41 1.77 3.12 8.3 5.22
2004 0.45 27.1 2.45 1.95 1.23 3.2 47.5 3.9 156.9 3.41 1.94 3.56 8.9 5.74
2005 0.45 27.1 2.65 1.95 1.33 3.3 47.5 4.2 176.5 3.41 2.11 4.01 9.5 6.25
2006 0.45 27.1 2.65 1.95 1.33 3.3 47.5 4.2 177.2 3.41 2.11 4.02 9.5 6.27
2007 0.45 27.1 2.65 1.95 1.33 3.3 47.5 4.2 177.2 3.41 2.11 4.02 9.5 6.27
2008 0.45 27.1 2.65 1.95 1.33 3.3 47.5 4.2 177.2 3.41 2.11 4.02 9.5 6.27
2009 0.45 27.1 2.65 1.95 1.33 3.3 47.5 4.2 177.2 3.41 2.11 4.02 9.5 6.27
2010 0.45 27.1 2.65 1.95 1.33 3.3 47.5 4.2 177.2 3.41 2.11 4.02 9.5 6.27
2011 0.45 27.1 2.65 1.95 1.33 3.3 47.5 4.2 177.2 3.41 2.11 4.02 9.5 6.27
2012 0.45 27.1 2.65 1.95 1.33 3.3 47.5 4.2 177.2 3.41 2.11 4.02 9.5 6.27
2013 0.45 27.1 2.65 1.95 1.33 3.3 47.5 4.2 177.2 3.41 2.11 4.02 9.5 6.27
2014 0.45 27.1 2.65 1.95 1.33 3.3 47.5 4.2 177.2 3.41 2.11 4.02 9.5 6.27
2015 0.45 27.1 2.65 1.95 1.33 3.3 47.5 4.2 177.2 3.41 2.11 4.02 9.5 6.27
2016 0.45 27.1 2.65 1.95 1.33 3.3 47.5 4.2 177.2 3.41 2.11 4.02 9.5 6.27
2017 0.45 27.1 2.65 1.95 1.33 3.3 47.5 4.2 177.2 3.41 2.11 4.02 9.5 6.27
2018 0.45 . 27.1 2.65 1.95 1.33 3.3 47.5 4.2 177.2 3.41 2.11 4.02 9.5 6.27
2019 0.45 27.1 2.65 1.95 1.33 3.3 47.5 4.2 177.2 3.41 2.11 4.02 9.5 6.27
2020 0.45 27.1 2.65 1.95 1.33 3.3 47.5 4.2 177.2 3.41 2.11 4.02 9.5 6.27

EIRR 20.5%
NPV (1=10%) 17.9
NPV (1=12%) $12.23





-46-

Annex 5
Vietnam

Transmission, Distribution and Disaster Reconstruction Project
Financial Summary for Revenue-Earning Project Entities

Electricity of Vietnam
Years Ending September: 1995 through 2000

(In Billions of Current Dong)

1995 1996 1997 1998 1999 2000 Average
Actual Estimate Forecast Annual

Growth
Income Statement Items

Energy Sales (GWh) 11,193 13,286 15,211 17,041 20,612 23,892 16.4
Avg. Revenues (d/KWh) 591 613 663 680 820 820 7.0
Revenues 6,618 8,144 10,085 11,588 16,902 19,591 24.7
Operating Income 1,591 2,254 770 299 1,704 4,546 110.3
Net Income 1,156 1,638 420 5 721 2,664 2891.6

Funds Statement Items
Internal Sources 2,567 2,832 3,012 4,620 4,914 7,003 23.8
Borrowings 368 2,126 6,554 5,369 5,699 7,590 141.4
Government Contribution 167 36 39 50 50 50 -8.4

Total Sources 3,102 4,994 9,605 10,039 10,663 14,643 40.3
Capital Expenditures 2,019 3,883 9,401 9,866 9,822 13,439 55.2
Working Capital Increase (Decrease) 848 733 -501 -664 -480 -553 -32.4
Debt Service 235 378 705 837 1,321 1,757 51.4

Total Applications 3,102 4,994 9,605 10,039 10,663 14,643 40.3

Balance Sheet Items
Current Assets 6,650 3,197 2,826 2,565 3,537 4,847 0.4

Less Current Liabilities 4,350 1,570 1,905 2,913 4,959 5,738 19.3
Fixed Assets 18,669 22,746 30,112 36,624 42,727 51,596 22.7

Total Assets 20,969 24,373 31,033 36,276 41,305 50,705 19.4

Debt and Other Liabilities 183 3,841 10,465 15,670 20,446 27,648 457.4
Equity 20,786 20,532 20,567 20,606 20,859 23,057 2.2

Total Liabilities and Equity 20,969 24,373 31,032 36,276 41,305 50,705 19.4

Financial Ratios

Operating Income as a
% of Revenue 24.0 27.7 7.6 2.6 10.1 23.2 14.2

Net Income as a
%ofRevenue 17.5 20.1 4.2 0.0 4.3 13.6 8.4

Rate of Return on Revalued Net Fixed Ass 8.6 12.0 3.8 1.3 5.4 10.7 6.6

Debt Service Coverage 10.9 7.5 4.3 5.5 3.7 4.0 5.0
SelfFinancingRatio 115.5 48.1 29.9 39.0 32.5 42.9 38.5

Current Ratio 1.5 2.0 1.5 0.9 0.7 0.8 1.2
Debt Equity Ratio (%) 0.9 18.7 50.9 76.0 98.0 119.9 72.7
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Vietnam
Transmission, Distribution and Disaster Reconstruction Project

Financial Summary for Revenue-Earning Project Entities
Power Company 2

Years Ending September: 1995 through 2000
(In Billions of Current Dong)

1995 1996 1997 1998 1999 2000 Annual
Actual Estimate Forecast Average

Growth
Income Statement Items

Energy Sales (GWh) 2,458 2,948 3,400 3,978 4,654 5,445 17.3
Avg. Revenues (d/KWh) 541 611 659 678 678 678 4.7
Revenues 1,550 2,131 2,591 3,106 3,640 4,267 22.7
Operating Income 98 217 267 317 378 450 40.2
Net Income 74 163 185 211 255 309 38.1

Funds Statement Items
Internal Sources 66 70 265 231 265 305 60.4

Borrowings 8 12 170 224 328 342 288.7

Government Contribution 0 0 10 0 0 0 0.0
Total Sources 74 82 445 455 593 647 99.5

Capital Expenditures 72 62 414 348 364 389 109.9
Working Capital Increase (Decrease) 2 20 17 83 204 233 286.6
Debt Service 0 0 14 14 25 25 1744.8

Total Applications 74 82 445 445 593 647 99.0

Balance Sheet Items
Current Assets 448 563 575 730 962 1,231 22.9

Less Current Liabilities 294 389 384 457 484 520 12.7
Net Fixed Assets 527 551 749 1,063 1,477 1,931 30.4

Total Assets 681 725 940 1,336 1,955 2,642 31.9

Debt and Other Liabilities 0 12 182 395 713 1,043 428.2
Equity 681 713 758 941 1,242 1,599 19.2

Total Liabilities and Equity 681 725 940 1,336 1,955 2,642 32.0

Financial Ratios

Operating Income as a
% of Revenue 6.3 10.2 10.3 10.2 10.4 10.5 10.3

Net Income as a
% of Revenue 4.8 7.6 7.1 6.8 7.0 7.2 7.2

Rate of Return on Revalued Net Fixed Assets (°/O) 18.6 39.4 35.6 29.8 25.6 23.3 30.7

Debt Service Coverage n.a. 856.8 18.9 5.7 8.9 10.5 180.2
Self Financing Ratio 120 41.2 99.8 63.9 75.1 80.5 72.1

Current Ratio 1.5 1.4 1.5 1.6 2.0 2.4 1.8
Debt Equity Ratio n.a. 0.0 0.2 0.4 0.6 0.7 0.4
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Vietnam
Transmission, Distribution and Disaster Reconstruction Project

Financial Summary for Revenue-Earning Project Entities
Power Company 1

Years Ending September: 1995 through 2000

(In Billions of Current Dong)

1995 1996 1997 1998 1999 200U Average
Actual Estimate Forecast Annual

Growth

Income Statement Items
Energy Sales (GWh) 3,646 4,218 4,640 5,197 5,820 6,520 12.3
Avg. Revenues (d/KWh) 487 542 588 588 588 588 4.0
Revenues 1,953 2,442 2,858 3,196 3,572 3,999 15.5
Operating Income 131 273 62 85 107 141 25.2
Net Income 120 205 46 63 80 111 19.2

Funds Statement Items
Internal Sources 35 86 229 270 304 359 71.8
Borrowings 0 54 42 387 198 146 155.4
Government Contribution 262 154 34 0 0 0 -8.2

Total Sources 297 294 305 657 502 505 19.0
Capital Expenditures 297 229 196 573 406 350 22.4
Working Capital Increase (Decrease) 0 56 96 57 67 83 18.1
Debt Service 1 9 13 27 29 72 221.6

Total Applications 298 294 305 657 502 505 19.0

Balance Sheet Items
Current Assets 1,220 712 791 857 930 1,009 -1.0
Less Current Liabilities 1,190 629 611 620 626 623 -9.6

Net Fixed Assets 1,299 1,600 1,689 2,077 2,230 2,305 12.5
Total Assets 1,329 1,683 1,869 2,314 2,534 2,691 15.4

Debt and .Other Liabilities 3 57 99 487 685 831 0.0
Equity 1,326 1,626 1,770 1,827 1,849 1,860 7.3

Total Liabilities and Equity 1,329 1,683 1,869 2,314 2,534 2,691 15.4

Financial Ratios

Operating Income as a
% of Revenue 6.7 11.2 2.2 2.7 3.0 3.5 4.5

Net Income as a
% of Revenue 6.1 8.4 1.6 2.0 2.2 2.8 3.4

Rate of Return on Revalued Net Fixed Assets (N) 9.8 28.8 5.8 7.4 8.6 11.0 12.3

Debt Service Coverage 35 6.1 13.4 8.7 8.8 4.1 8.2
Self Financing Ratio 12.9 20.4 47.5 54.6 53.6 63.3 47.9

Current Ratio 1.0 1.1 1.3 1.4 1.5 1.6 1.4
Debt Equity Ratio 0.0 0.0 0.1 0.3 0.4 0.4 0.2
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Vietnam
Transmission, Distribution and Disaster Reconstruction Project

Financial Summary for Revenue-Earning Project Entities
Ho Chi Minh city Power Company

Years Ending September: 1995 through 2000
(In Billions of Current Dong)

1995 1996 1997 1998 1999 2000 Average
Actual Estimate Forecast Annual

Growth
Income Statement Items

Energy Sales (GWh) 2,815 3,433 3,935 4,645 5,435 6,350 17.7
Avg. Revenues (d/KWh) 592 682 750 825 908 990 10.9
Revenues 1,731 2,433 3,061 3,957 5,072 6,442 30.2
Operating Income 71 116 104 125 160 167 21.1
Net Income 50 84 69 80 99 100 18.2

Funds Statement Items
Internal Sources 101 77 166 215 292 380 37.5
Borrowings 50 9 181 217 403 920 536.3
Government Contribution 0 118 185 190 210 220 18.7

Total Sources 151 204 532 622 905 1,520 65.3
Capital Expenditures 43 213 321 474 750 1,382 127.2
Working Capital Increase (Decrease) 107 -9 207 139 140 119 -510.7
Debt Service 1 0 4 9. 15 19 529.6

Total Applications 151 204 532 622 905 1,520 65.2

Balance Sheet Items
Current Assets 245 285 357 340 363 374 9.3

Less Current Liabilities 126 219 225 240 260 240 16.8
Net Fixed Assets 231 653 1,045 1,554 2,280 3,557 78.8

Total Assets 350 719 1,177 1,654 2,383 3,691 61.7

Debt and Other Liabilities 0 9 362 361 575 1,150 1020.3
Equity 350 710 815 1,293 1,808 2,541 51.3

Total Liabilities andEquity 350 719 1,177 1,654 2,383 3,691 61.7

Financial Ratios

Operating Income as a
% of Revenue 4.1 4.8 3.4 3.2 3.2 2.6 3.4

Net Income as a
% of Revenue .2.9 3.5 2.3 2.0 2.0 1.6 2.2

Rate of Return on Revalued Net Fixed Assets (%/) 30.7 17.8 10.0 8.0 7.0 4.7 9.5

Debt Service Coverage 50.1 549 26.5 27.8 19.5 18.6 128.3
Self Financing Ratio 9 27 30.3 46.8 . 32 29.9 33.2

Current Ratio 1.9 1.3 1.6 1.4 1.4 1.6 1.5
Debt Equity Ratio 0.0 0.0 0.4 0.3 0.3 0.5 0.3
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Financial Analysis

Past Financial Performance

A summary of the financial performance of the consolidated accounts of EVN and the three implementing
agencies, PCI, PC2 and HCMC PC is presented in the previous tables.

EVN's financial performance (FY95-96) since its creation has been satisfactory. Net revenues of about D 6.6
trillion in FY95, the first full year of its operations, reflected the financial operations of the various business units
consolidated under EVN. Largely because of the high growth and rapid expansion of the Vietnamese economy, energy
sales in FY96 increased by 19% from 11,193 Gwh to 13,286 Gwh and revenues by 23% from D 6.6 trillion to D 8.1
trillion. This allowed EVN to realize operating revenues during the period of D 2.3 trillion, sufficient to cover operating
expenses and realize an operating margin of 28%. Net income of D 1.2 trillion in FY95 rose to D 1.6 trillion in FY96.
EVN also recorded relatively high self financing ratios of 116% in FY95 and 48% in FY96, and rate of return on net
fixed assets of 9% and 12%, respectively.

EVN's opening balance sheet showed gross fixed assets, representing generation, transmission, distribution and
other assets (except land) of the power sector, of D 18.7 trillion. Until FY95, fixed assets have largely been financed by
Government equity as the power companies have not incurred any significant long term debt. EVN's long term debt
consists primarily of some term loans contracted by the previous PC2 in 1993 from local commercial banks. Total
assets (net current assets and fixed assets) in FY95 of D 21 trilliori increased to D 24.4 trillion in FY96 as a result of
additional net fixed assets put in operation and capital work in progress. Financing of new assets came mainly from
additional long term borrowing which grew from D 0.2 trillion in FY95 to D 3.8 trillion in FY96. Despite the new
reliance on external long term debts to finance capital expansion, EVN's capital structure remained underleveraged, with
new borrowings representing only 20% of total equity.

The past financial results of the PCs were also satisfactory. Power sales of PCI, PC2 and HCMCPC of 3,646
Gwh; 2,458 Gwh; and 2,815 Gwh, respectively, realized revenues of D 2 trillion, D 1.6 trillion, and D 1.7 trillion,
respectively, in FY95. These revenues were sufficient to cover operating expenses and enabled PC I, PC2 and HCMCPC
to earn income after taxes at the rate of 6%, 5%, and 3% of revenues, respectively. In FY96, the revenues of the PCs
improved (PC 1 by 25%, PC2 by 37%, and HCMCPC by 41%) and despite higher operating expenses, operating margins
of 7%, 6% and 4%, respectively, were achieved.

The capital structure of the PCs consists primarily of Government equity and accumulated reserves. These
financed assets half of which were fixed assets in operation including a small amount for capital work in progress. The
PCs have maintained a high liquidity with current ratios in FY96 of 1.Ox, 1.5x and 1.9x, for PCI, PC2 and HCMCPC,
respectively. PC2 and HCMCPC carried huge stocks for other companies of EVN and rather than incur trade payables,
they prepaid and advanced a generous amount for materials, supplies and services. On the other hand, PCI carried a
significant amount of receivables, D 0.3 trillion from customers and D 0.6 trillion from PC I's power supply companies.

Financial Projections

Projections of the financial performance and the key financial indicators of EVN, PCI, PC2 and HCMC PC for
the period FY97-00 are presented in the tables above.

The most significant financial objective of EVN and the PCs is to achieve satisfactory financial performance by
maintaining a sound revenue position for financing operations and future capital expansion. To accomplish this, the
adequacy and timing of progressive increases in electricity tariffs would be most crucial. The financial projections
assume that tariffs levels would be sufficient to make a reasonable contribution to expansion after meeting their operating
costs and debt service obligations. The projections also assume that EVN and the PCs are separate business entities with
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EVN owning all the generation and transmission assets in the power system, and selling bulk power to PCs. The PCs
own and operate the distribution assets in their individual territories, and purchase power from EVN for retailing to end-
use consumers.

The future financial situation of EVN and the PCs will depend largely on the pace of the country's economic
development and the resulting demand and sales increase, and the speed and efficiency with which EVN would be able to
develop and finance its planned investment program. EVN's load forecast assumes that sales would increase from
13,286 Gwh in FY96 to 23,892 Gwh in FY00 --an average annual increase of about 16%. With projected reduction in
system losses, rationalization of the power development program, and upward adjustment of tariffs to USc 7.0/kWh in
FY99, electricity revenues will increase by an average of about 25% from D 8.1 trillion in FY96 to D 19.6 trillion in
FY00. On the basis of these assumptions, the projected financial results of EVN and the PCs are satisfactory showing that
sufficient revenues could be generated to cover all operating expenses (including depreciation), as well as interest
expenses and income taxes. The forecasts also assume that EVN would be able to increase tariffs from the level of
US¢5.7/kWh in FY97 to a level of Us07.0/kWh in FY99, an increase of about 23%. With an average annual increase in
tariffs of about 8% during the projected period, EVN would be able to finance an average of about 39% of its future
investment from internal sources.

EVN is required under previous credit agreements to meet an annual target of a 30% SFR. EVN is projecting
about US$3.7 billion equivalent in capital expenditures during the period, in addition to some of the country's new
generating plants being developed under Joint Ventures/Build-Operate-Transfer (BOT) arrangements. About 50% of that
total is expected to be invested during FY97-98, as EVN begins implementation of several large plants, which EVN had
been committed to develop. The financial performance of EVN during this critical period would be extremely stretched.
Heavy operating expenses associated with new plants coming into service would result in a significant drop in the rate of
return on revalued net fixed assets in operation from 12% in FY96 to 4% in FY97 and to 1% in FY98. EVN's financial
projections show that if operating expenses increase by 8% to D 11.6 trillion in FY98, due to higher fuel costs, operating
losses would be recorded. In this event, EVN would need to raise tariffs beyond the proposed level.

EVN's rates of return on revalued net fixed assets in operation (ROR) of 8% and 12% in FY95-96, respectively
have been satisfactory because of sufficient financial returns and a modest rate base of about D 18.5 trillion to D 19
trillion in these years. However, projected RORs would drop to only 4% in FY97 and 1% in FY98. Because of
substantial operating expenses associated with a rapidly expanding system, operating income is projected to drop from D
2.2 trillion in FY96 to D 0.8 trillion in FY97 and to bottom out to D 0.3 trillion in FY98. Combined with a growing net
fixed asset base revalued at the rate of 6% annually would result in a deterioration of EVN's ROR. The financial
performance is expected to rebound in FY99-00 when EVN is expected to achieve about D 1.7 trillion and D 4.5 trillion,
respectively, in operating profits, and consequently, record an upswing in its ROR to 5% and 11%, respectively.
Considering the initial relatively low asset base, the concentration of its assets in hydropower, and the need for extensive
rehabilitation of plants and network, the average ROR for the projected period of 5.3% is acceptable.

The PC's internally generated cash would be enough to self-finance capital expenditures of D 1.8 trillion for
PC I, D 1.6 trillion for PC2, and D 3.1 trillion for HCMCPC, projected for the period. The projected bulk tariffs ensure
that EVN, PC2 and HCMCPC are capable of satisfying the required financial criteria for earlier IDA-approved projects.
The PCs are less capital intensive than EVN; PCI and PC2 have only moderate investment requirements for upgrading
distribution networks in some urban towns, investments in low to medium voltage transmission in their respective areas
of operation, and rural electrification. HCMC PC, however, is expected to borrow heavily from external sources for
rehabilitation and expansion of distribution facilities in HCMC, the prime commercial city in Vietnam. The projections
show that on average PCI, PC2 and HCMCPC could generate SFR of 55%, 80%, and 35%, respectively, and debt service
coverage ratios of 8x, 1 lx, and 23x.
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Electricity Tariffs

Retail electricity tariffs, currently uniform across Vietnam, are established by the Government. In the current
process, EVN develops a tariff proposal which is reviewed by the Ministry of Industry, and the State Price Committee
before submitting to the Prime Minister and the National Assembly for final approval. There is no formal bulk power
tariff for power sales from EVN to the PCs; however, there are internal bulk power prices at which electricity is sold
from EVN to the five PCs. These internal bulk power prices are developed based on the estimated ability of the PCs to
pay instead of the cost of generation and transmission of power supply to each PC. The formula used in determining
bulk power prices encourage PCs to increase their capital investment and number of employees beyond the best interests
of EVN. The bulk power prices paid by the PCs are as follows:

Bulk Power Prices
(Dong/kWh)

PC 1995 1996 1997
PCI 300 299 307
PC2 380 380 424
PC3 244 252 272
Hanoi PC 400 398 448
HCMC PC 453 442 487

Existing electricity retail tariffs were rationalized and raised periodically since March 1992 when higher charges
during the dry season were introduced for consumption above set levels, and special tariffs were introduced for
foreigners and partially or wholly-owned foreign companies. Further upward revisions in the tariffs were implemented
in August 1994, June 1995, April 1996, and May 1997. Currently the average tariff is about D 663/kWh, or about USc
5.7/kWh. The long run marginal cost (LRMC) of electricity was estimated in 1993 to be about USc 7.0/kWh (D
750/kWh) and the Government, through previous tariff adjustments and agreements reached with IDA, expressed and
affirmed its commitment to gradually increasing tariffs to this level.

Current estimates of LRMC (average retail tariff) are in the range of US¢7.5 to 8.0/kWh. An average retail
tariff level of about 90% of the LRMC by FY99 is not unreasonable, considering the Government's social objectives, as
long as the sector could achieve an SFR of 30%. The tariff structure is such that average commercial tariff is about
Us¢ 11.5/kWh, industrial tariff about US¢7.5/kWh, large block domestic about US¢8.5/kWh; all these rates are pretty
high and are set to achieve Government's social objectives (supplying electricity to poorer households with low
consumption, social services and rural areas for which the tariffs range from Us¢3.0 to US¢5.5/kWh). The Government
has made significant increases in the tariffs in the last few years, often in the face of serious protests, and it would be
unrealistic to expect the Government to raise tariffs at further accelerated rates. Efficient pricing of electricity
(consistent with social objectives, and the need to maintain competitiveness of Vietnamese industry), would continue to
be in the fore front of IDA's dialog with the Government.

Financing Plan

EVN's power development plan for the period is large when compared to the modest capital expenditure of the
power sector in the past. The capacity shortage was induced not only by demand growth but also by a lagging investment
program. The four year investment program of D 43 trillion (including interest during construction) is projected to
increase from D 3.9 trillion in FY96 to D 14 trillion in FY00 or an average annual increase of 46%. Consequently, the
value of EVN's net fixed assets in operation for the period is projected to increase to about 3.0 times their 1996 levels.
To finance this substantial build-up, EVN would largely rely on securing long term financing of about D 25 trillion.
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During the FY97-00 period, EVN expects to meet 40% of its capital requirements from internally generated funds (net of
debt servicing and working capital requirements). In addition to the IDA credit, it will need to borrow funds totalling
59% of its total cash requirements. It should have no problem borrowing these funds as it already has commitments for a
large portion of its borrowing needs over the period.

EVN's financing plan is presented below:

EVN Financing Plan, FY97-00
(Dong Billion)

Capital Requirements: |
Investments 40,331
IDC 2,197

Total Capital Requirements 42,528
Sources of Funds:
Internal Cash Generation 19,549
Less: Debt Service 4,620

Working Capital Requirement (2,198)
Net Internal Cash Generation 17,127
Borrowings 25,212
Government Contribution 189

Total Sources of Funds 42,528

In the past, the power sector had not borrowed long term funds since all funds had been provided through the
Government budget. The assumptions on future financing show that no significant capital infusion would be contributed
by the Government during the period. It is the Government's intention that EVN become self-sufficient from its
inception. The decision by the Government to wean the power sector into financial independence through several steps
would lay the foundation for a power sector that would be able to raise its own funds for capital expansion.

Based on the current organizational structure, EVN is the institution which has the requirement and the
responsibility to borrow from multilateral and bilateral institutions for all the capital expansion projects in Vietnam.
EVN's existing long term debt is only 1% of its total capitalization, however, further borrowing would be needed to
finance EVN's planned investment program. EVN has received funding commitments for about 50% of its capital
expenditures for the period from the following sources:

EVN Investment Program, FY97-00
(Dong billion)

Project Proposed Funding Source Amount
Ba Ria Combined Cycle (306) IDA 1,132
Song Hinh Hydropower SIDA 1,131
Gas Fired Phu My 1 OECF 6,563
Gas Fired Phu My 2-1 IDA 2,371
Thermal Pha Lai 2 OECF 8,689
Ham Thuan Da My Hydropower OECF 5,716
Dai Ninh Hydropower IDA 1,149
Son La Hydropower IDA/EVN 3,250

Total 30,001
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The additional borrowings would ultimately raise EVN's level of debt financing. However, it would still
represent an adequate level of leveraging as long term debt of a maximum of 120% of equity is not expected to exceed on
average the acceptable IDA limits of 150% for the projected period. The investment program would also involve large
debt service payments in the coming years amounting to about D 4.6 trillion. The financial projections show that EVN
has a high debt servicing capability and would be able to maintain an appropriate level of debt servicing in the range of
between 3.7-5.5 times for the period.

While the Government's policy is to no longer make any capital contributions to EVN except for socially-
oriented projects, like rural electrification, it must recognize that the financial viability of EVN and its subsidiaries is
well beyond EVN's control. There are problems which can negatively influence the financial situation of EVN --if
projected demand fails to materialize, if the Government is unable or is delayed in making the necessary tariff
adjustments, if the external financing for the investment program is not or only partially secured, or if other unforeseen
problems arise. EVN needs to strengthen its capital base by building up substantial reserves to counteract these negative
forces. The Government will also need to provide relief either through new equity investments, advances, deferment of
cash transfers, or reimbursements and contributions in respect of some portions of the investment program. Additionally,
the Government could accelerate the pace of opening the power sector to even greater private sector participation.
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Attachment 1 to Annex 5

Review of Financial Management Systems
EVN, PC1, PC2 and HMCM PC

Accounting System and Procedures

The establishment of the charter of EVN in 1995 coincided with the introduction by the Ministry of Finance
(MOF) of modifications to the Vietnamese accounting system to make it more in line with Western accounting standards.
EVN is required by the Government to comply with the "Business Accounting Policies" promulgated by the MOF which
became effective on January 1, 1996. Accordingly, EVN has adopted, for all its business units, uniform accounting
policies and procedures, documentation of transactions, and chart of accounts suitable to the power sector. Aside from
MOF's Chart of Accounts, which describes the major accounts and guidelines on the accounting entries, and MOF
proforma documents, there is no other documentation of accounting procedures for use by EVN and its business units.
EVN's system is designated as a "mixed" accounting system whereby: (a) centralized accounts are maintained in the
generation and transmission of electricity; (b) all power plants and transmission companies are dependent accounting
units; and (c) consolidation of accounts take place only at the EVN level as a whole.

The adequacy of the existing accounting policies and financial procedures for EVN and its business units has
been assessed in light of the Vietnam standards and International Accounting Standards (IAS). A comparison of major
accounting policies between the Vietnam and IAS shows that, for the most part, the Business Accounting Policies
promulgated by MOF for all Vietnamese enterprises and adopted by EVN, conform with IAS. Table 1 provides an
assessment of the various accounting and financial systems at EVN and the PCs. However, it should be noted that
certain policies are still at variance with IAS, particularly: (a) accounting for foreign currency/translation; (b) fixed asset
capitalization; (c) fixed asset depreciable amount, rate, and method; (d) amortization of intangible assets; (e)
amortization of organization expense; (f) long term investment; (g) reporting requirement; (h) accounting framework;
and (i) audit.

Reporting and Management Information System

The guidelines for EVN's project development and procedures, accounting systems and practices, information
reporting, approval process and decision-making are extensive and reflect primarily a "top down" centralized approach to
management control and decision-making. The reason for the top-heavy approach seems to be the lingering doubts as to
the extent to which delegation to the business units can be justified. The management reporting system has evolved
primarily in response to existing external reporting requirements of regulatory bodies and is used by the Government and
EVN for strict monitoring of business units. Information is exchanged within EVN through written reports and the
computer network. Access to financial data is highly restricted and centralized.

The current chart of accounts used by EVN and its business units are grouped in a traditional way that meets the
recording and reporting requirements of MOF but is not sufficient for the purpose of monitoring transactions, internal
reporting requirements, and management review and analysis. Under the current accounting system, all EVN dependent
accounting units prepare and submit accounting and other financial reports including their financial statements to EVN
monthly while independent accounting units submit theirs quarterly. EVN's Accounting Department reviews the reports
prior to submission to EVN's Management Board for consolidation. EVN's computerized accounting system, while
currentlv in use, is still under evaluation and improvements are being introduced as necessary. The PCs maintain a
comprehensive accounting system and have their own: (a) accounting departments and staff; and (b) Electronic Data
Processing Departments acting as accounting computer service centers for all their other departments. While information
is transferred electronically to EVN for consolidation on a regular basis, it is not integrated with the EVN accounting
system.
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EVN has adopted a fairly liberal policy, in terms of information reporting, allowing independent units to develop
their own system, and consequently, this has led to the development and implementation of heterogeneous satellite
systems. EVN's Computer Center oversees all system planning and development activities for EVN and all dependent
units. The PCs, being independent units, have their own Information Systems Department. EVN plans to develop an
information system strategy that would provide the detailed road map for information technology and to establish an
Information Systems Committee, with representatives from all business units, to oversee and coordinate the formulation
of strategies, plans and policies for group-wide computerization initiatives. EVN is seeking financial assistance from
multi-lateral agencies to fund an effective information technology strategy and master plan to support its future business
needs.

Internal Control System

Currently, EVN relies heavily on direct supervision, detailed reporting, and authorization from top management
for internal control. There is no internal audit department in the whole EVN organization and departmental functions do
not allow for proper segregation to ensure proper checks and balances and delineation of responsibilities. There are a
number of control weaknesses, particularly, in the meter reading, billing and collection procedures of the PCs. Internal
reviews, which are largely reactive, are conducted as follows: (a) inspection on compliance with EVN policies and
Government rules and regulations are done by the Inspection Department with a team composed of selected
representatives from the various business units; (b) inspection on certain activities of business units by an "ad hoc"
inspection team selected by the Director General; (c) accounting supervision by the Finance and Accounting Department
team; and (d) inspections directed by the Management Board and by the Control Section of the Board. Inspections are
conducted based on the guidelines of the Government and is focused on the review of plans, expenditures, contracts and
compliance.

EVN's internal review system is not satisfactory and could frustrate the conduct of an independent and objective
review due to staff not having the proper audit training required of an internal auditor and lack of participation in the
audit planning. The Inspection Department, responsible for internal control, has two staff and is headed by a Director
who is a mechanical engineer. Most of the members of the teams do not have proper audit training.

EVN is currently considering the recommendations of an ADB-financed study (Improvement of Accounting and
Financial System) to establish an internal audit department that would have the following functions: (a) evaluation of
internal controls in the areas of accounting, treasury and operations; (b) review of current operations and programs; (c)
assess departments' compliance with corporate policies and procedures; (d) documentation of internal audit findings; and
(e) provide recommendations for improvement. It is also implementing the immediate, short and medium term
recommendations of the study to improve the meter reading, billing and collection procedures and control.

Quality of Staff

EVN's management and staff are technically competent and qualified, but are not equipped with modern tools
and are not proficient with modern management practices. Senior manager roles are filled mostly by engineers and ex-
government officers. The senior and middle management of EVN and the PCs are generally strong on technical
competency; of the 72 officers, about 63 are engineers, 7 are economists, and 2 are accountants. This statistic, reflecting
EVN's engineering competence and priorities, is a reminder that finance and accounting backgrounds are not given
adequate importance in the organization. The position of the Chief Financial Officer/Chief Accountant within higher
management is either unclear or does not receive due recognition. With the expected rapid expansion of the power sector
and the requirements of decentralized financial decision-making, the position of the Chief Financial Officer/Chief
Accountant will be crucial and will need to be reviewed.

At the moment and until the major program of upgrading the training facilities and staff skills of the National
Training Center (financed under the first IDA Credit) is implemented, training had largely been of a technical nature.
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There is rarely any training in management, accounting and finance, and organization skills for staff nor is there a
training plan even for its top and middle management who have finance and accounting responsibilities.

The accounting staff of EVN and the PCs are generally competent and are able to carry out their tasks of account
keeping and reporting in accordance with the requirements of the Government. The competence of the accounting staff,
their eagerness to learn the Western accounting system, and appreciation of Bank required financial calculations should
considerably facilitate the improvement of the accounting system and implementation of reforms recommended by the
ADB study. While EVN is already involved on a limited scale with other successful public electricity utilities,
undertaking formal and long term linkages with other commercially owned utilities in a bigger scale, would be a good
source of commercially-oriented expertise. Additionally, the staff could benefit from external training in commercial
accounting systems, management reporting, budget and finance. EVN will submit to IDA a training plan providing a
detailed program of activities and training courses, participants, and cost for staff development.

Procurement Coenamt Information

According to EVN guidelines, the process of procurement for major contracts is as follows: (a) consultants are
selected to assist in the preparation of bidding documents and evaluation; (b) bids are prepared in accordance with the
consultants' recommendation following strict Bank guidelines; (c) bidding evaluation is undertaken by a selection
committee in EVN that prepares a report for approval by EVN management; (d) the evaluation report is submitted to IDA
for approval; (e) once a no-objection letter is received from IDA, the report is then submitted to the Ministry of Industry
(MOI) and the Ministry of Planning and Industry (MPI) for government approval; (f) an import license is obtained from
the Ministry of Trade after Government's approval of the contract; (g) contract implementation is assigned to the
respective Management Board or PC; (h) in case of contract dispute, settlement and negotiation are taken up directly by
EVN with contractors; and (i) contract monitoring within EVN is done by the Export/Import Department and informs
management of any procurement delays.

While attempts at streamlining the procurement procedures in EVN has been made to make it more responsive
and in line with Bank guidelines, the existing procurement system is still not adequate to provide information and proper
monitoring for management control, planning and decision making. While the procurement procedures are laid out,
implementation is carried out by seven departments within EVN. There is no single unit or department within EVN that
coordinates all the procurement activities of these departments. Furthermore, the absence of more frequent procurement
reporting management and statistics results in delays not being reported to senior management until at least a quarter
later. The existing system is inadequate. A program designed to improve the procurement process in EVN is now
underway. Under the program, EVN would conduct a review of 100 or so IDA-financed contracts already placed and
analysis of the major causes of procurement delays. Benchmarks would then be established for each step in the process
that would provide a reasonable amount of time needed to move a contract at each procurement stage. These would
serve as targets for future contract processing and any delays would be flagged for management's attention. EVN would,
under this Project, appoint a Procurement Monitoring Group whose function would be to monitor procurement schedules
against the established benchmarks and alert EVN management of any delays or potential bottlenecks in the process. A
computer program for procurement monitoring developed for EVN with the assistance of IDA, would also facilitate
proper management planning and control and streamline the procurement procedure.

Audit Arrangements

Until recently, there was no independent external audit of EVN. The Government does not require the annual
financial statements of the consolidated EVN and the independent business units to be published. The consolidated
financial accounts of EVN are submitted to the MOI, MOF and the Tax Department for review and approval. MOF
audits are used to determine tax liabilities, scheduled payments of "state-rented" capital, and other financial matters.
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As required under earlier IDA credits, EVN entered into a Service Contract in October 1996 for the audit of the
financial statements of EVN and its three affiliated companies, PC2, PC3 and HCMC PC. The contract called for a full
audit of EVN's financial accounts for 1996 (covering accounts for 20% of EVN's units and representing 70% of its
production capacity) including: (a) a review of the accounting system and internal control; (b) examination and
verification of Special Accounts associated with the IDA credit; (c) substantive tests of units to be audited; and (d)
issuance of an audit report and a management letter. The auditors' report would give an opinion as to the fairness and
reasonableness of presentation of the financial statements, in accordance with IAS. A separate management letter would
identify any material weakness in accounting and internal control, report on compliance of financial covenants of the
Credit and Project Agreements, and communicate matters that might have a significant impact on the implementation of
the project.

The audit field work was completed in October 1997 and the audit of the financial statements and special account
and the report of compliance with IDA covenants were submitted to IDA in November 1997 along with the audit report,
auditor's opinion and management letter.
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Attachment 2 to Annex 5

Action Plan for Improving the Financial Management Systems
EVN, PC1, PC2 and HCMCPC

Accounting System and Procedures

For EVN:

* Modify the existing chart of accounts with approval of MOF by March 1999;
Develop and implement by December 1998:
* An inventory management system;
* A budgetary control system for variance analysis;
* New treasury and cash management policies and procedures for managing funds flow relating to loans, projects, and

financing investments;
* New project management policies and procedures for detailed monitoring of transactions of projects in progress and

related expenditures;
* New loans management policies and procedures for monitoring loan terms of payment schedule and interest

calculation;
* New fixed assets management policies and procedures.

For the PCs:

Develop and implement by December 1998:
* A customer service system for management and analysis, meter installation and disconnection, and integration with

billing, collection and accounts receivable;
* An accounts receivable system for analyzing outstanding balances, preparing reminders, and notifying disconnection

of overdue accounts;
* Improved billing and collection system;
* Improved inventory management system of PC2 and computerize the system of PC I and HCMC PC;
* An accounts payable system that is integrated with inventory system to reconcile invoices with purchase order and

goods receipt;
* Improved fixed asset management policies and procedures;
* A budgetary control system for variance analysis;
* An integrated accounting system.

Financial Reporting and Information System

* Develop an information system strategy for information technology by December 1999;
* Establish Information Systems Committee with representatives from all business units to oversee and coordinate

formulation of strategies, plans and policies for group-wide computerization initiatives by December 1998.

Internal Control System

* Establish an internal audit department by December 1998 that would evaluate internal controls, review current
operations, assess departments' compliance with policies and procedures, document internal audit findings and
provide recommendations for improvement of control systems;
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* Implement the improvements to the meter reading, billing, and collection procedures and control by December 31,
1998.

Ouality of Staff

By December 1998:
* Undertake formal and long term linkages with other commercial-oriented utilities to develop expertise;
* Develop an external training program for staff in commercial accounting systems, management reporting, budget and

finance;
* Submit a training plan providing a detailed program of activities and training courses, participants and cost for staff

development.

Procurement Contract Management Information

By June 1998:
* Appoint a Procurement Monitoring Group composed of representatives from MOI and EVN to monitor the

procurement process and alert management of delays;
* Implement a computer program for procurement monitoring.
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TABLE 1
EVN and Dependent Units

Management Systems Status Assessment
Procurement Monitoring Not currently available, but being Required, but more essential for EVN

developed generation and transmission
companies.

Inventory Management Not available Required, currently only physical
count using stock cards in use.

Accounts Payable Available To be improved, with emphasis on:
(a) integration of procurement and
inventory; (b) analysis of outstanding
invoices; and (c) derive payable
schedule for cash flow planning.

Payroll Available Satisfactory, EVN employees being
always paid in cash.

Fixed Assets Available Satisfactory
Budgetary Control Not available Required particularly for variance
l ____________________________________ analysis.
Treasury and Cash Management Partially available To be improved, for managing funds

flow relating to loans, projects, and
financing investments. Currently,
system can account for historical cash
movements but not for future funds
planning.

Project Cost Management Not available Required especially for Project
Management Boards for detailed
monitoring of transactions of project
in progress and related expenditures.

Accounts Receivable Available To be improved, especially aging
analysis, receivable schedule, and cash
flow planning.

Loans Management Not available Required particularly for monitoring
loan terms of payment schedule and
interest calculation.

General Ledger Available To be improved with approval of
MOF for chart of accounts expansion.

Company Consolidation Not available Required but need to address the file
format of the financial data submitted
from business units.
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PC1, PC2 and HCMCPC

Management System Status Assessment
Customer Service Not available Required for customer management

and analysis, meter installation and
disconnection, and integration with
billing, collection and accounts
receivable.

Billing and Collection Available To be improved. Current system
cannot print bills and customer
information, and match payment to
bills for generating outstanding
balances.

Accounts Receivable Not available Required for analyzing outstanding
balances, preparing reminders, and
notifying disconnection of overdue
accounts.

Procurement Not currently available but being Required.
developed

Inventory Management Partly available Computerized in PC2 and PC3.
Accounts Payable Not available Required especially integration with

procurement and inventory systems to
reconcile invoices with Purchase
Order and goods receipt.

Fixed Assets Partly available Computerized for PC2 and PC3.
Budgetary Control Not available Required for variance analysis.
General Ledger Available but not in use A computerized accounting system

has been developed pending
modifications to comply with MOF
requirements.



c
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Annex 6
Vietnam

Transmission, Distribution and Disaster Reconstruction Project
Procurement and Disbursement Arrangements

Procurement

Almost 99% (US$187 million equivalent) of the IDA credit of US$189 million equivalent would be used
for financing goods procured through International Competitive Bidding (ICB) using the Bank guidelines
published in January 1995 and revised in January 1996 and August 1996. In the evaluation of bids obtained
following ICB procedures, a margin of preference equal to 15% of the CIF bid price of imported goods or the
actual customs duties and import taxes, whichever is less, will be allowed for domestic manufactures. About 1%
(US$2.0 million equivalent) of the credit amount would be used for financing consulting services procured
following the Guidelines for the Selection and Employment of Consultants by World Bank Borrowers, January
1997.

The bid documents would follow the text of the Bank's Standard Bidding Documents. The invitation to bid for
each contract estimated to cost US$10 million equivalent or more shall be advertised in accordance with the
procedures applicable to large contracts under paragraph 2.8 of the Bank's procurement guidelines. All bid
documents, contract award recommendations and contracts for goods and services would be subject to prior review
and approval by IDA (Table B). The procurement packages are foreseen to be: (a) 1, for supply and installation on
single responsibility basis; (b) 19, for supply of goods; and (c) 2, for consulting services, each involving about 35
staff-months of effort, using quality-based selection method.

Civil and installation work for transmission lines, substations and distribution systems would be contracted
to local finns through a competitive bidding process satisfactory to IDA. Such local contracts would not be
financed from the IDA credit.

Table A summarizes the procurement arrangements for the components expected to be financed out of the
proposed IDA credit. A Procurement Plan is given in Attachment 1 and functions of a Procurement Monitoring
Group are described in Attachment 2.

Disbursement

Tfhe IDA credit would be disbursed against: (a) 100% of foreign expenditures, or 100% of local
expenditures (ex-factory cost) for goods procured through ICB; (b) 50% of local expenditures for other items
procured locally; and (c) 100% of expenditures for consulting services, excluding taxes. As no contract is
expected to be less than about US$200,000 equivalent, Statement of Expenditures (SOE) procedures would not be
followed. To facilitate disbursements, four Special Accounts would be established in US currency for EVN,
HCMCPC, PC1 and PC2 on terms and conditions satisfactory to IDA with deposits of US$2.0 million (EVN),
US$1.0 million (HCMCPC), US$0.5 million (PCI), and US$0.6 million (PC2). Replenishment applications
should be submitted monthly or when the account is drawn by 30% of the authorized allocation, whichever occurs
first. For withdrawal outside of the Special Accounts (applications for direct payment or for issuance of Special
Commitments) a minimum application value of 20% of the authorized allocation of the Special Accounts would be
observed.

Retroactive financing would be permitted to the extent of US$10.0 million equivalent for payments made,
prior to the date of the Credit Agreement but after October 3, 1997 (the appraisal date), for contracting urgently
required goods and consulting services. This is necessary to meet the project implementation schedule.

The Project is expected to be completed by December 31, 2001 and the closing date for the Credit would
be June 30, 2002.

For the Transmission and Distribution Component, except as otherwise noted.
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Table A: SUMA[RY OF PROCUREMENT ARRANGEMENTS Ia
(Tranmison and Distribution Component)

(US$ million)

ICB Other /l NlF/c Total
Cost

EYIi

Goods
500 kV Pleiku-Phulam Line 70.0 - 35.6 105.6

(70.0) - - (70.0)

500 kV Pleiku, Phulam Substations 32.5 - 6.0 38.5
(32.5) - - (32.5)

500 kV Ha Tinh Substation - 16.0 16.0
Consultancies

Design/Supervision 1.0 - 1.0
(1.0) (1.0)

Technical Assistance
Regulatory Framework 0.8 - 0.8

Miscelaneous
Eng and Admin. Overheads - 8.2 8.2
Duties and Taxes - 4.5 4.5
Compensation - 7.7 7.7

Total 12 L1 Iu 182.
(102.5) (1.0) (0-0) (103.5)

HCMCPC

Goods
220 kV Nha Be Tao Dan Line 30.0 - 2.8 32.8

(30.0) - - (30.0)
220 kV Tao Dan Substation 15.0 - 2.0 17.0

(15.0) - - (15.0)

Consultancies
Design/Supervision 1.0 - 1.0

(1-0) (1.0)

Miscellaneous
Eng. and Admin. Overheads - 2.9 2.9
Duties and Taxes - 1.3 1.3
Compensation - 2.0 2.0

Total 45.0 ll U1 S
(45.0) (1.0) (0-0) (46.0)

Power Companv 1 (PC-1)

Goods
Ha Long City Distribution 11.5 - 4.3 15.8

(11.5) - - (11.5)

Vinh City Distribution 11.5 - 4.3 14.3
(11.5) - - (11.5)
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ICB Other /h NlF/c Total
Cost

Miscellaneous
Eng. and Admin. Overheads - 2.0 2.0
Duties and Taxes - 1.0 1.0
Compensation - 2.4 2.4

Total 23.0 0.0 iQ 37.1
(23.0) 0.0 (0.0) (23.0)

Power Company 2 (PC2)

Goods
Vung Tau City Distribution 16.5 - 6.5 23.0

(16.5) - - (16.5)
Miscellaneous

Eng. and Admin. Overheads - 1.1 1.1
Duties and Taxes - 0.6 0.6
Compensation 0.8 0.8

TOW 65 . 2&Q 2&5.
(16.5) (0.0) (0-0) (16.5)

Demand Side Management - 4.5 4.5
Interest During Construction - 12.7 12.7

Grand Total Ig20I1 1229. 319.0
(187. 0) (2.0) (0.0) (189.0)

/a Figures in parenthesis refer to amounts to be financed from the IDA credit.
/h Others - Procurement of consulting services.
/e NIF - Not IDA Financed.

Table B: Thresholds for Procurement Methods and Prior Review

Expenditure Contract Value Procurement Contracts Subject to
Category (Threshold) Method Prior Review

1. Goods $0.0 million ICB All contracts will be
subject to prior review.

2. Consultancies $0.0 million Bank guidelines All contracts will be
subject to prior review.

Total $189 million

/a Also applicable to Disaster Reconstruction Component.
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Table C: Allocation of Credit Proceeds

Amount of the
Credit Allocated % of
(Expressed in Expenditures

Categy (SDR Euivalent! to be Financed

Electricity of Vietnam

(1) Goods (Part A) 66,400,000 100% of foreign expenditures, 100% of local
expenditures (ex-factory cost) and 50% of local
expenditures for other items procured locally.

(2) Consulting Services 100%
(Part A) 730,000
TIal 67,130,000

Ho Chi Minh City Power Company

(1) Goods (Part C) 32,650,000 100% of foreign expenditures, 100% of local
expenditures (ex-factory cost) and 50% of local
expenditures for other items procured locally.

(2) Consulting Services 100%
(Part C) 730,000
Tota 33,380,000

Power Company No. 1

(1) Goods 100% of foreign expenditures, 100% of local
(Part D (1)) 7,630,000 expenditures (ex-factory cost) and 50% of local
(Part D (2)) 7,630,000 expenditures for other items procured locally.
l'otaW 15,260,000

Power Company No. 2

(1) Goods (Part D (3)) 10,530,000 100% of foreign expenditures, 100% of local
Goods (Part G) 7,200,000 expenditures(ex-factory cost) and 50% of local

expenditures for other items procured locally.
TAW 17,730,000

(3) Unallocated 10,900,000

Grand TotaL 144,400,000

Part A la 500 kV Pleiku-Phulam Transmission Line
Part C 220 kV Nha Be - Tao Dan System
Part D (1) Ha Long Distribution
Part D (2) Vinh Distribution
Part D (3) Vung Tau Distribution
Part G Disaster Reconstruction

/a Refer to Project Description in Legal Documents.
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Attachment 1 to Annex 6

Procurement Plan

The procurement plan showing the key dates in Gantt-chart form is attached. The following table shows
the key dates for the 22 procurement packages of which 21 are proposed for IDA financing and one for the
electrical equipment of the Ha Tinh substation for financing by SIDA. Of the 21 packages for IDA financing, 1
for the Tao Dan substation will be on a single responsibility supply and erect basis, the remaining 20 contracts
will be for supply of equipment and materials and supervision where necessary.

Procurement Schedule for Single Responsibility Supply and Install Contract

The key dates for procurement under turnkey contract of the Tao Dan GIS substation are given below:

No. Activity Duration Start Finish
(months)

1. Tao Dan GIS Substation (US$15 mln). 21 3/1998 11/1999

Procurement Schedule for Supply of Services and Equipment/Materials

The key dates for supply of consultant services, and equipment and materials, for transmission lines and
substations are given in the following table.

No. Activity Duration Start Finish
(months)

A. 500 kV Pleiku-Phulam Transmission
ine |

1. ronsultant Contract for Design and Bid 13 10/1997 11/1998
Preparation Assistance (US$1 mln.)

2. Steel Towers, Steel Bars and Related 14 07/1998 09/1999
Materials (US$30 mln.)

3. Aluminum Conductors (US$20 mln.) 16 07/1998 11/1999

4. Insulators and Fittings (US$10 mln.) 14 07/1998 09/1999

5. Optical Cable (US$9 mln.) 14 04/1998 06/1999

6. (a) Communication Equip. (US$4.5 mln.) 14 07/1998 09/1999
(b) Control/Dispatch Equip. (US$4.5 mln)

7. Compensators, Breakers and Related 19 04/1998 11/1999
Equipment (US$24.5 mln)
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No. Activity Duration Start Finish
(months)

B. 500 kV Ha Tinh Substation (SIDA)

8. Transformers and Associated Electrical 18 10/1997 06/1999
___ Equipment (US$13 mln) _

C. 220 kV Nha Be - Tao Dan T/L and Tao
Dan

GIS Substation
9. Consultant Contract for Design and Bid 5 10/1997 03/1998

Preparation Assistance (US$1 min.)
10. 220 kV Underground Cable and Accessories 20 03/1998 11/1999

(US$29.4 mln.)
11. Steel Towers, Conductors, and Related 20 03/1998 11/1999

Equipment for 220 kV Overhead T/L (US$0.6
mnln.) .

D. Rehabilitation of Distribution Network:

(a) Ha Long City (UJS$10 mln. one lot)

12. 110 kV Transformers and Associated 23 11/1997 10/1999
Equipment for Substations

13. 22/0.4 kV Transformers for Distribution 23 11/1997 10/1999
Network

14. Equipment, Meters and Materials for 22/0.4 kV 23 11/1997 10/1999
Network and Communication System

(b) Vinh City (US$13 mln. one lot)

15. 22/0.4 kV Transformers 22 11/1997 09/1999

16. rlectrical Equipment, Meters and Related 22 11/1997 09/1999
Materials.

17. (a) 22 kV Cable; (b) 35 KV Conductors 22 11/1997 09/1999

18. Training facilities 22 11/1997 09/1999

(c) Vung Tau City (US$16.5 min. one lot)

19. 22/0.4 kV Transformers 883 11/1997 09/1999

20. 22 kV Cable and Related Equipment 883 11/1997 09/1999

21. Insulated Conductors, 0.4 kV Stranded Cable, 883 11/1997 09/1999
C Cable and Accessories

22. a) Meters, Communication Equipment 883 11/1997 09/1999
b) Training facilities

T/L = Transmission Line



Procurement Plan for Pleiku-Phu lam 500 kV Transmission Line
199 1996 1999

ID Task Name _J J A S 0 N I D JIFIMJAI J A SfOJ 0 JF M |A M J J A!S!

1 Consultants . tO1

2 Advertise

3 Prepare RFP& Shoriltist -

4 Bank Approval RFP and Short List .

6 Invitation for proposal

6 Selection of consultant

7 Bankls approval .

a Signing contract

9 Steel Towers and Bars
10 Prepare Bidding Document

11 Publish S.P.N In International Papers

12 Publish S.P.N In Local Papers .

13 Bank approve B. 

14 Bids Issuing . -

16 Bid Opening *

16 Selection of Bids

17 BanKs Approval

18 Contract Negotiation

19 Bank's Approval

20 Signing contract * 12/21

.~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~.

Task _ 9 Summary _Rolled Up Progress

Project: TDDP Progress Rolled Up Task 

Date: Sep 30'97 Milestone *Rolled Up Milestone 0

V.T.Hung



Procurement Plan for Pleiku-Phu lam 500 kV Transmission Line
1997 1998 1999

ID TaskName J! J(AI 0 ! s ! ° ! N !L° JI! _FI| M ! A -!NM J J A M ! s NID J F !M A M J J A !S 
21 Delivery

22 Conductors
23 Prepare Bidding Document

24 Publish S.P.N in International Papers

25 Publish S.P.N in Local Papers

26 Bank approve B.D

27 Bids Issuing

28 Bid Opening . 11/12

29 Selection ol Bids

30 BanKs Approval .

31 Contract Negotiation .

32 Bank's Approval

33 Signing contracl

34 Delivery * .

36 Insulators and Fittings * 7/1

36 Prepare Bidding Document

37 Publish S.P.N In International Papers

38 Publish S.P.N In Local Papers

39 BankapproveB.D,

40 Bids Issuing

Task Summary v Rolled Up Progress

Projecl: TDDP Progress Rolled Up Task
Date: Sep 30'97

Milestone Rolled Up Milestone

V.T.Hung

5..



Procurement Plan for Pleiku-Phu lam 500 kV Transmission Line
1997 1999 1999

ID Task Name VJ MjIo N D A M TJ A S 0 N - F M A M .1 J A SL
4 1 Bid Opening112

42 Selection of Bids

43 Bank's Approval-

44 Contract Negotiation

46 Banik's Approval

46 Signing contract

47 Delivery

Optical Cables
49Prepare Bidding Document

60 Publish S.P.N in International Papers

SI Publish S.P.N In Local Papers

52 Bank approve B.D

53 Bids Issuing

54 Bid Opening 11112

66 Selection of Bids

66 Bank(s Approval

5T7 Contract Negotiationm

55 Banks ApprovalU

65 Signing contract 

60 Delivery

Task SnmayRolled tJp P'rogress i

Project: TDDP Progress Rolledi Up Task

Dale: Sep 30'97 ~Mileslonie Rolledi Up Milestoie0

V T.Hung



Procurement Plan for Pleiku-Phu lam 500 kV Transmission Line

1997 1999 1999

IDTask Name J * A [S Nj 0 m IFM[A 1Z)9Aj IOJ F M AI MI J J.IA
61 Transformers &

62 Electrical Equipment

63 Prepare Bidding Document

64 Publish S.P.N in International Papers

66 Publish S.P.N In Local Papers

66 Bank approve 8.0

67 Bids issuing

68 Bid Opening

69 Selection of Bids

7o BanI(s Approval

7 1 contract Negotiation

72 Bani(s Approval

73 Signing contract*121

74 Delivery

76 Comunication

76 Equipment
77 Prepare Bidding Document

79 Publish S.P.N In Internatlonal Papers

79 Publish S.P.N In Local Papers

9o Bank approve 8.0.

Task Summary Rolled Up Progress

Project: TDDP Progress Rolled Up Task

Date: Sep 30'97 ~Milestone Rolled Up Milestone :
V.T.Hung



Procurement Plan for Pleiku-Phu lam 500 kV Transmission Line
1997 1998 1999ID Task Name J TIJ S°N F M I A I M |J |AiS|O|N| F!MAMJ J A!SIO

81 Bids Issuing

82 Bid Opering *

83 Selection of Bids

84 8ank's Approval'. . : .: . , . . . .'-' * ;

85 Contract Negotiation

86 Bank's Approval

87 Signing contract * 121'.

88 Delivery

r < _- J~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~-

Task Summary _Rolled UJp Progress

Project: TDDP Progress Rolled Up Task 

Date:Sep 0'97Milestone Rolled Up Milestone 

V.T.Hung



Procurement Plan for Ha Tinh 500 kV Substation
________ ~1998 1999 2000

ID0 Task Name 0 NF1 IMIAJMIJ[J JAISkOIN~Ip J]IFIMIAIM[J I JIAISLIOINID J IFIMIAIMIJIJIlAisio(N D JI
1 Prepare Bidding Document

2 Publish S.P.N in International Papers

3 Publish S.P.N In Local Papers

4 Bank approve B.D

6 Bids Issuing

6 Bid Opening *512

7 Selection of Bids

9 Bank's Approval

9 Contract Negotiating

10 Ban Ws ApprovalI

11 Signing contract 7

12 Delivery

Task Summary Rolled Up Progress~~~~~~~~~~~~~~~~~~~~~~~~~~-

Project: TDDP Progress Rolled Up Task ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~~~~~~-
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Procurement Plan for Nha be- Tao dan 220kV System
1997 1998 1999

ID Task Name JITI ! J A S !° !N !D J !F I M JAIM ! J | J | F |M |A M J!J J A (!
21 Banks Approval

22 Signing contract

23 Delivery

24

25 220 kV UIG Cable
26 Prepare Bidding Document .

27 Publish S.P.N in International Papers

28 Publish S.P.N in Local Papers

29 Bank approve B.D.

30 Bids Issuing

31 Bid Opening .0/.

32 Selection of Bids

33 Banks Approval

34 Contract Negotiation

35 BanKls Approval

36 Signing contract

37 Deflvery . . . : . -.

39 220 kV OH Line
40 Prepare Bidding Docunent

Task Summary _ Rolled Up Progress

Project: TDDP Progress Rolled Up Task
Date: Sep 30 97

Milestone Rolled Up Milestone C

V.T.Hung

. . . _ __~~~~-



0

o .

. .s ''

.............. .. .... ..............................................................
.. ............ ....... ...'. .. ..... ...... ...... ...... ....

-U..........'.._ .. I.

_,. + .... ..... .... . .......... .. .... ..... ......... ..........

N s . ............ . . ....... .. .. . ....

0 G._..... ........ ....... ... .. ... ...... . ..... ... ., .. ... . . . ..... .. .. .. . . .. . . .

Z ....._ ......... ..... ... ... .. .... ........... ............. F 

C 7 ..... . .. . .... ... ....... ........ E 20 0

E U_ ..

o' ........... ........... ................................. ... ... .

E ............ ................. ....................... ......................... ...... ....

CD -

.c ................. I . ....... . ..... ..... C

w 0

YQ. 1.
. ... 0...1.

L- l
o 1 -

a E

0 0~~~~~~~0 
a . . ................. ........................... a. . 0 .............

= CD0 -

~~~~ - ~~~~~~~~r 9, 

W 0 m , 0U
CL 1CD G

T--~L L . __ _ _ _ _ _ __ _ _ _ _ -



Procurement Plan for Distribution Rehabilitation of Ha Long City
1997 11993 1999

ID lTask Name Duration Start Finish J I F)M AJ_M] J_lJ jA[sj0 N]bJ I F IM I AI MIJI]ASII D J 
I Finalization consultant Contract 13.2w Aug I '97 Nov 1 '97 *

2 Preparation of bids tor equipment 21.4w Nov 3'97 Mar 31 '98

3 Pubish SPN in Intrenational Papers 1.2w Feb 20 '98 Mar 1 '98 

4 Publish SPN in Local Papers 1.6w Mar 16 '98 Mar 25 '98

S Approval of BD 2.2w Mar 31 '98 Apr 14'98

6 Invitation for bids I11.2w Apr 14 '98 Jun 30 '98 . . .-

7 Bid Opening 0.2w Jun 30'98 Jun 30'98

8 Selection of bids 13.4w Jun 30.98 Sep 30'98

9 Approval of Bank & Government 4.6w Sep 30 98 Oct 30 98

10 Contract NegotIation 2.4w Oct 30'98 Nov 116 98

II Bank(s Approval of Draft Contract 1.6w Nov 16 '98 Nov 25'98 a w

12~ Signing Contract 0.8w Nov 25'98 Nov 30'98

13 Delivery 3w Marl1 '99 Oct 1 '99

V.T. Hung

00.



Procurement Plan for Distribution Rehabilitation of Vung Tau City
1997 1998 1999

ID Task Name J F[M A|M J J A I S ° 0 N -D J ! !A IM J; J L A|S O N| J FM A M J A S
1 Finalization consultant Contract .

2 Preparation of bids for equipment |

3 Publish SPN In Intrenational Papers

4 Publish SPN In Local Papers

6 Approval of BD

C Invitation for bids -
7 Bid Opening .

B Selection of bids -
9 Approval of Bank & Government

10 Contract Negotiation..

11 BanKes Approval of Draft Contract

12 Signing Contract

13 Delivery

Task Summary Rolled Up Ptogress
Prolect: T & 0 Project Progress Rolled Up Task
Dal: Sep 30'97

Milestone * Rolled Up Milestone 0 .

V.T. Hung



Procurement Plan for Distribution Rehabilitation of Vinh City
1997 1993 1999

ID Task Name Duration Start Finish JIFJMJA[MIJ[J JAIS OINID J IF)MEAIMIJ)JTAISI5INiD JIF]IM IA I MIJ IJ )A) S
I Finalization consultant Contract 13.2w Aug t '97 Nov t '97

2 Preparation of bids for equipment 21.4w Nov 3 '97 Mar 31 '98

3 Publish SPN in Intrenational Papers 1.2w Feb 20 '98 Mar 1 98

4 Publish SPN in Local Papers 1.6w Mar 16 98 Mar 25'98

6 Approval of BD 2.2w Mar 31 '98 Apr 14 98

6 InvitatIorn for bids I 1.2w Apr W498 Jun 30 '98-

7 Bid Opening 0.2w Jun 30'98 Jimn30 '98 

9 Selection of bids 13.4w Jun 30 '98 Sep 30 98 

9 Approval of Bank &Government 4.6w Sep 30 '98 Oct 30 98

10 Contract Negotiation 2.4w Oct 30 '98 Nov 16 98

11 Banl(s Approval of Draft Contract 1.6w Nov 16'98 Nov 25 98

12 Signing Contract 0.8w Nov 25 '98 Nov 30'98

13 Delivery 31w Mar 1 99 Oct I -99

Task Summary Rotted Up Progress

Project: T & D Project PrgesRoile Up Task
Date: Sep 30 '97Prgesd

Milestone Roiled Up Milestone 

V.T. Hung

0.



Procurement Plan for Distribution Rehabilitation of Vung Tau City
1997 1998 1999

ID Task Nane M F I AiM IJ J A iS M A MN D J F M A M J AI!. s
1 FinalizatIon consullant Contract

2 Preparation of bids for equipment

3 Publish SPN in Intrenational Papers

4 Publish SPN in Local Papers

s Approval of OD

6 Invitation for bids

7 Bid Opening

8 Selection of bids -
9 Approval of Bank S Government -
10 Contract Negotiation

11 Bank's Approval of Draft Contract

12 Signing Contract

13 Delivery m.. .

Task _Summary _w Rolled Up Progress

Project: T & D Projecl Progress -Rolled Up Task _

Date:Sep 0'97Milestone *Rolled Up Milestone 

V.T. Hung

I-



Implementation Plan for Demand-Side Management Program
97 1998 1999 1 2000 1 2

ID Task Name Duration Start Finish Qtr 3 | Qtr 4 I Qtr 1 |Qtr 21 Qtr 3 Qtr 4 Qtr 1 Qtr 2 Qtr 3 Qtr 4 Qtr 1 Qtr 2 Qtr 3 Qtr 4 Qtr 1 Qtr 2

I Consultant Procurement for DSM Cell 141d 11/15/97 6/1/98

2 Prepare Bidding Documents & Shortlist 4w 11/15/97 12/12/97

3 Bank Approval of RFP Package 2.2w 12/15/97 12/29/97

4 Invitation for proposals 8w 2/16/98 4/10/98

5 Evaluation of proposals 3w 4/13/98 5/1/98

6 Selection/Negotiation with consultant 2w 5/4/98 5/15/98

7 Consultant commences work 0.2w 6/1/98 6/1/98 6/1

8 Consultant Support to DSM Cell 794d 612/98 6/16/01

9 Training of EVN staff 135w 6/2/98 1/1/01

10 Load research data collection 34.8w 10/15/98 6/15/99

11 Design of pilot DSM programs 34.6w 11/2/98 6/30/99 -
12 Implement of pilots 94w 3/15/99 12/31/00

13 Monitor and evaluate pilot programs 82.8w 8/16/99 3/15/01 -.

14 Perform pilot energy audits 22w 1/15/01 6/15/01

1 5 Consultant Procurement for Standards 163d 11/15/97 7/1/98

16 Prepare Bidding Documents & Shortlist 4w 11/15/97 12/12/97

17 Bank Approval of RFP Package 2.2w 12/15/97 12/29/97

1 8 Invitation for proposals 8w 3/15/98 5/8/98 i

19 Evaluation of proposals 3w 5/11/98 5129/98

20 Selection/Negotiation with consultant 2w 6/1/98 6/12/98

21 Consultant commences work 0.2w 7/1/98 7/1/98 1 7/1

Task Summary _Rolled Up Progress_

Prjete: Viena30D/roec Progress Rolled Up Task

Milestone *Rolled Up Milestone 

Page 1.



Implementation Plan for Demand-Side Management Program
97 1998 | 1999 2000 2

ID Task Name Duration Start Finish Qtr 3 Qtr 4 Qtr 1 Qtr 2 1 Qtr 3 Qtr 4 Qtr 1 Qtr 2 Qtr 3 Q 2 tr 2 Qr 3 Qtr 4 Qtr 1 Qtr 2
22 Consultant Assistance for Standards Work 652d 7/2/98 12/31100

23 Training of GOV staff 78.4w 7/2/98 12/31/99 _ __5

24 Review standards from neighboring countries 14.2w 8/15/98 11/23/98 -
25 Survey existing equipment/buildings 17.6w 10/15/98 2/15/99

26 Establish equipment testing protocol 12w 2/1/99 4/23/99

27 Prepare draft standards and codes 43.6w 6/1/99 3/30/00

28 Investigate compliance mechanisms 72w 8/16/99 12/31/00

29 Finalization of standards 13w 7/1/00 9/9/00 -

F-~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~c

Task Summary Rolled Up Progress

Prjet:Veta T9/30/97c Progress Rolled Up Task

Milestone *Rolled Up Milestone O

Page 2

co
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Attachment 2 to Annex 6

Procurement Monitoring Group

Procurement Monitoring Group (PMG)

I. A Procurement Monitoring Group (PMG) will be appointed by June 30, 1998 to exercise supervisory
and monitoring control over the procurement activities related to the IDA Credit. The PMG will comprise of
one representative from the Ministry of Industry (MOI), the Vice Director General of EVN (Chairman), and
Directors of key departments of EVN: International Cooperation, Personnel and Organization, Project
Evaluation and Administration.

Functions of the PMG

2. The purpose of the PMG would be to ensure that the procurement processes for this project are carried
out in a timely manner according to agreed schedules.

3. The PMG will not be involved in the procurement process itself, i.e. its members will not engage or
interfere in evaluation, selection, review and decision processes related to procurement. The PMG will also not
be involved in implementation after the contract has been signed.

Working Procedures

4. The PMG will function under the Chairmanship of the Deputy Director General of EVN and will report
to the Director General of EVN (DG). Its main responsibility will be to see that the procurement process is
carried out according to specified schedules and report delays to the DG. Under authorization of the DG, the
PMG will urge the concerned parties to expedite the procurement process. In particular, the PMG will be
empowered to request necessary documents and to monitor the following activities of the procurement process:

(a) Receive, at the commencement of the project, from the concerned implementing agencies a
procurement schedule which it would use as the bench mark for monitoring the procurement
activities and identifying delays;

(b) Require each implementing agency to provide to it a monthly status report on the procurement
activities that the agency is or is supposed to be currently engaged in, indicating whether the
activities are progressing smoothly and on schedule or are experiencing or expected to
experience delays, giving reasons thereof;

(c) Meet once a month with the DG to review progress and prepare a very brief Status Report
identifying only those items which are not progressing satisfactorily, calling for explanation
from the agency where the item has been held up and agreeing on remedial measures;

(d) Send follow-up inquiries directly to implementing agencies of concerned bodies where
procurement activities have been held up;

(e) Call for a meeting with IDA local representatives whenever required; and

(f) Bring to the attention of the Government serious cases of procurement delays.
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Stages in Procurement Monitoring and Setting Benchmarks

5. The PMG will monitor the following stages in the procurement cycle. The benchmark periods for key
activities, in days, would be indicated in the procurement schedule by the implementing agencies at the
commencement of the procurement process. The duration of these periods will vary from project to project
depending on the complexity of procurement:

(a) Preparation of RFPs for consultant's services and bid documents for procurement of equipment
(DOCS);

(b) Approval of DOCS by EVN;

(c) Approval of DOCS by IDA;

(d) Dates for advertisement and selling of DOCS;

(e) Opening and closing dates for DOCS;

(f) Receipt of bids;

(g) Evaluation of DOCS at implementing agency level, including evaluation by consultants;

(h) Approval of implementing agency Award Recommendation by EVN;

(i) No-objection to EVN Award Recommendation by IDA;

(j) Review of Award Recommendation in case of objections raised by IDA;

(k) Contract negotiations and finalization of contract;

(1) Approval of contract by EVN; and

(m) Approval of contract by external government agencies
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Annex 7
Vietnam

Transmission, Distribution and Disaster Reconstruction Project
Project Processing Budget and Schedule

A. Project Budget (US$000) Planned Actual
(At final PCD stage)

191 185

B. Project Schedule Planned Actual
(At final PCD stage)

Time taken to prepare the project (months) a 18 months
First Bank mission (identification) 06/13/1996 06/13/1996
Appraisal mission departure 06/01/1997 09/29/1997
Negotiations 07/30/1997 11/18/1997
Planned Date of Effectiveness 01/28/1998 03 /31/ 1998

Prepared by: Electricity of Vietnam.

Preparation assistance: Bank missions and consultants.

Bank staff who worked on the project included: Darayes Mehta (Task Team Leader), Rebecca
Sekse (Financial Analyst), Enrique Crousillat (Senior Energy Economist), Jack Fritz
(Environmental Specialist), Maninder Gill (Resettlement Specialist), Clifford Garstang (Senior
Counsel), Ranjit Lamech (Restructuring Specialist), Carolyn Tager and Jas Singh (DSM
Specialists), and Theresa Gamulo (Task Assistant). The Task Team was supported by Anil
Malhotra (Regional Energy Specialist) and Hung Van Tien (Project Officer) of the Resident
Mission.

a The Disaster Reconstruction Component was prepared in November 1997.



I
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Annex 8
Vietnam

Transmission, Distribution and Disaster Reconstruction Project
Documents in the Project File

1. Project Implementation Plan.
2. Feasibility Study: 500 kV Pleiku-Phulam Transmission Line
3. Feasibility Study: 500 kV Ha Tinh Substation
4. Feasibility Study: 220 kV Nha Be Tao Dan System
5. Feasibility Study: Halong Distribution
6. Feasibility Study: Vinh Distribution
7. Feasibility Study: Vung Tau Distribution
8. Environmental Impact Analysis 500 kV Pleiku-Phulam Transmission Line
9. Resettlement Action Plan: 500 kV Pleiku-Phulam Transmission Line
10. Resettlement Action Plan: Halong Distribution
11. Resettlement Action Plan: Vinh Distribution
12. Resettlement Action Plan: Vung Tau Distribution
13. Resettlement Action Plan: Nha Be Tao Dan 220 kV System
14. Energy Sector Investment, Institutions and Policy Review (1998)
15. Terms of Reference: Regulatory framework Study
16: Terms of Reference: Transmission and Distribution Functions of EVN
17: Terms of Reference: Transmission Master Plan
18: Terms of Reference: Transmission and Distribution Functions of EVN
19: Terms of Reference: Technical Assistance for Demand-Side Management Component
20. National Tariff Study, Hagler Bailly, 1996 (ADB, TA)
21. Improvement of Financial and Accounting System, Price Waterhouse, 1996 (ADB, TA)





Annex 9
Vietnam

Transmission, Distribution and Disaster Reconstruction Project
Statement of Loans and Credits

Status of Bank Group Operations in Vietnam
IBRD Loans and IDA Credits in the Operations Portfolio

(as of December 4, 1997)

Difference Between

expected
Original Amount in US$ Millions and actual

Loan or Fiscal disbursements a/

Project ID Credit Year Borrower Purpose
No. IBRD IDA Cancellations Undisbursed Orig Frm Revld

Number of Closed Loans/credits: 2

Active Loans
VN-PE-4839 IDA29960 1998 GOVT OF VIET NAM FOREST PROT.& RUL DE 0.00 21.50 0.00 21.92 0.00 0.00

VN-PE-4843 IDA30000 1993 GOVT OF VIET NAM INLAND WATERWAYS 0.00 73.00 0.00 73.00 0.00 0.00

VN-PE-39021 IDA29290 1997 GOV'T OF VIET NAM RURAL TRANSPORT 0.00 55.00 0.00 48.64 1.96 0.00

VN-PE-4830 IDAN0260 1997 GOV WATER SUPPLY 0.00 98.61 0.00 98.28 0.00 0.00

VN-PE-4842 IDAN0130 1997 GOVT OF VIET NAM HIGHWAY REHAB II 0.00 195.60 0.00 187.88 -. 13 0.00

VN-PE-36042 IDA27850 1996 SOC. REP. OF VIETNAM BANKING SYSTEM MODER 0.00 49.00 0.00 45.35 25.14 0.00

VN-PE-42236 IDA28200 1996 GOVT. OF VIETNAM POWER DEV 0.00 180.00 0.00 31.30 -39.41 0.00 I

VN-PE-4838 IDA28080 1996 SOCIALIST REPUBLIC OF VIE NATIONAL HEALTH SUPP 0.00 101.20 0.00 91.46 5.07 0.00 00

VN-PE-4841 IDA28070 1996 SOC REP OF VIET NAM POPULATION & FAMILY 0.00 50.00 0.00 43.83 6.32 0.00 I

VN-PE-4847 IDA28550 1996 GOV RURAL FINANCE 0.00 122.00 0.00 108.93 21.99 0.00

VN-PE-4834 IDA27110 1995 GOV IRRIGATION REHABILIT 0.00 100.00 0.00 77.06 -5.10 0.00

VN-PE-4836 IDA27240 1995 EVN PC2 PC3 POWER SECTOR REHAB & 0.00 165.00 0.00 133.53 85.40 9.28

VN-PE-4832 IDA25490 1994 GOVT OF VIET NAM HIGNWAY REHAB 0.00 158.50 0.00 103.50 79.90 16.89

VN-PE-4835 IDA25480 1994 SOC REP OF VIET NAM F VIE PRIMARY EDUCATION 0.00 70.00 0.00 50.30 17.76 0.00

VN-PE-4837 IDA25610 1994 GOVT OF VIET NAM AGRIC REHABILITATION 0.00 96.00 0.00 7.41 2.66 0.00

Total 0.00 1,535.41 0.00 1,122.39 201.56 26.17

Aetive Loans ClQsed Loans Total

Total Disbursed (IBRD and IDA): 352.29 209.99 562.28

of which has been repaid: 0.00 5.37 5.37

Total now held by IBRD and IDA: 1,535.41 204.32 1,739.73

Amount sold :0.00 0.00 0.00

Of which repaid : 0.00 0.00 0.00

Total Undisbursed 1,122.39 0.00 1,122.39

a. Intended disbursements to date minus actual disbursements to date as projected at appraisal.

b. Rating of 1-4: see OD 13.05. Annex D2. Preparation of Implementation Summary (Form 590). Following the FY94 Annual Review of Portfolio performance (ARPP), a

letter based system will be used (HS = highly Satisfactory, S = satisfactory, U - unsatisfactory, HU . highly unsatisfactory): see proposed Improvements in

Project and Portfolio Performance Rating Methodology (SecM94-901), August 23, 1994.

Note:
Disbursement data is updated at the end of the first week of the month.

Generated by the Operations Information System (OIS)
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Vietnam
STATEMENT OF IFC's

Committed and Disbursed Portfolio
As of 3 1-Oct-97

(In US Dollar Millions)

Committed lisbursed
IFC IFC

FY Approval Company Loan Equity Quasi Partic Loan Equity Quasi Partic
1994 Hanoi Metropole 4.33 0.00 3.50 14.81 4.33 0.00 3.50 14.81
1995 Baria Serece Prt 3.00 0.00 0.00 1.80 3.00 0.00 0.00 1.80
1995 Foremost Dairy 8.00 0.00 0.00 6.50 8.00 0.00 0.00 6.50
1996 Kyoei Steel 15.00 0.00 0.00 0.00 15.00 0.00 0.00 0.00
1996 Morn.Star Cement 30.00 0.00 0.00 66.60 25.80 0.00 0.00 57.28
1996 Sucre de Bourbon 22.00 0.00 0.00 0.00 19.80 0.00 0.00 0.00
1996 SMH Glass Co. 10.00 0.00 0.00 4.50 0.00 0.00 0.00 0.00
1996 Tosac Hotel 3.39 0.00 0.00 2.78 0.00 0.00 0.00 0.00
1996 Tourane Hotel 6.00 0.00 2.30 6.00 0.00 0.00 0.00 0.00
1996 Vimaflour 8.00 0.00 0.00 3.00 8.00 0.00 0.00 3.00
1996 VILC 0.00 .75 0.00 0.00 0.00 .75 0.00 0.00
1997 SEM Hotel 13.05 0.00 0.00 28.00 0.00 0.00 0.00 0.00

Total Portfolio: 122.77 .75 5.80 133.99 83.93 .75 3.50 83.39

Approvals Pending Commitment

Loan Equity Ouasi Partic

1997 KIA HUY HOANG 6.20 .62 .80 6.20
1997 NGHE AN SUGAR 20.00 0.00 0.00 30.00
1997 NGHI SON CEMENT 30.00 0.00 0.00 26.50
1997 SEM HOTEL 0.00 0.00 4.50 0.00
1996 VIETNAM INTL LSE 5.00 0.00 0.00 10.00
1997 VINAFOOD 10.50 0.00 0.00 13.50

Total Pending Commitment: 71.70 .62 5.30 86.20

Generated by the Operations Information System (OIS) on December 4. 1997
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Transmission, Distribution and Disaster Reconstruction Project
Country at a Glance

Vietnam at a glance 811S97

POVERTY and SOCIAL East Low-.
Vietnam Asia Income Oevtopmentdiamond'

Population mid-1996 (millions) 75.3 1,726 3,229
GNP per capita 1996 (US$) 290 890 500 Life expectney
GNP 1996 (billons USS) 21.9 1,542 1.601

Average annual growth, 1990496

Population (IX) 2.0 1.3 1.7 GNP Gross
Laborforce (%) 19 13 1.7 per primary

moat recant estimate (latest year avaBabb since 1989J ) capita enrollment

Poverty: headcount index (X of population) 51
Urban populaion (% oftolWpopublon) 21 31 29
Life expectancy at birth (years) 68 68 63
Infant mortality (per 1,000 lve births) 41 40 69 Access to safe watr
Child malnutrition (X of dldren under 5) 45 .. ..
Access to safe water (6 of populaon) 38 49 53
Iliteracy % of popuaon age 15+) 6 17 34
Grossprimaryenrollment (5ofschoolagepopulatfon) 114 117 105 -

Male .. 120 112 Low-income group
Female .. 116 98

KEY ECONOMIC RATIOS and LONG-TERM TRENDS

1975 1985 1995 199i
Economic ratios

GDP (billons USS) .. 17.0 20.2 23.3
Gross domestic investmenUGDP .. .. 27.1 27.8 Openness of economy
Exports of goods and services/GDP .. .. 36.0 41.0
Gross domestic savings/GDP . .. 16.3 14.1
Gross national savings/GDP .. .. 16.8 16.6

Current account balance/GDP .. -3.1 -10.2 -11.3
Interest payments/GDP . ,, 0.5 0.4 Savings A - Investment
Total debWGDP .. .. 127.5 114.0
Total debt service/exports .. .. 14.8 9.3
Present value of debt/GDP .. .. 115.2
Present value of debtWexports .. .. 316.5 Indebtedness

197545 1986-96 1995 1996 199746
(average annual growth) - Vetnam
GDP 6.9 9.5 9.3 8.0
GNP per capita 4.9 7.4 7.4 6.2 Low4income group
Exports of goods and services .. 264 27.1 25.6 14.0

STRUCTURE of the ECONOMY
1975 1986 1995 1996

(6 of GDP) Growth rates of output and investment I%)
Agriculture .. .. 27.5 27.2 so -
Industry .. .. 30.1 30.7

Manufacturing 25 .

Services .. .. 42.4 42.1 0C

91 92 93 94 95 95
Private consumption .. .. 76.8 *- -25 -
General govemment consumption .. -- *-GOP
Imports of goods and services .. .. 46.8 54.7 GW GOP

197545 1986-96 1995 1996
(average annual growth) Growth rates of exports and Import (%)
Agriculture .. 5.2 4.7 4.8 75 -
Industry .. 11.7 13.9 15.6

Manufacturing .. .. ..
Services .. 8.2 10.9 8.9 25 -

Private consumption
General govemment consumption .. . .

0 9 94 95 g s
Gross domestic investment .. 26.4 21.7 18.9 -25
Imports of goods and services .. 24.3 41.3 32.3
Gross national product 7.2 9.5 9.3 Expons -mports

Note: 1996 data are preliminary estimates. Figures in italics are for years other than those specified.
- The diamonds show four key indicators in the country (in bold) compared with its income-group average. If data are missing, the diamond will

be incomplete.
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Vietnam

PRICES and GOVERNMENT FINANCE
1975 1985 1995 1996

Domestc prices Inflation 1%)
(% change) 100 -
Consumer prices .. .. 16.8 5.6 75

Implicit GDP deflator .. 94.2 19.5 6.1 50

Government finance 25 

(% of GDP) o
Current revenue .. .. 23.9 23.6 91 92 93 94 95 '9

Current budget balance .. .. 5.2 6.1
Overall surplus/deficit -0.1 GOP cle. CPI

TRADE
1976 1985 1995 1996

(millions USS) ; Export and Import levels (mill. US$1
Total exports (fob) .. 507 5,198 7.330 s1500 _

Rice .. .. 547 855

Fuel .. .. 1,063 1,346 .

Manufactures . . .. 10,00 .

Total imports (cif) . 930 9,457 12,779

Food - . *55,09 i0Fuel and energy!Tln 

Capital goods .. .. . r .1 .

Export price index (1987=100) . . . 90 91 92 93 94 95 96

Import price index (1987=100) ExPorts nlmpors
Termns of trade (1987=100)

BALANCE of PAYMENTS
1976 1986 1995 1996 --

(millions USS) Current account balance to GDP ratio
Exports of goods and services .. .. 7,272 9.573 o
Imports of goods and services .. .. 9,457 12,779 90 i91 92 93 94 i0 95

Resource balance .. .. -2,185 -3,206

Net income .. -90 -362 -487 4,

Net current transfers .. 52 474 1,050

Current account balance, -
before offrial capital transfers .. -534 -2,073 -2,642 i

Financing items (net) .. 265 1,894 2.171
Changes in net reserves .. 269 179 471 -is

Memo:
Reserves induding gold (mill. USS) .. .. 1,320
Conversion rate (locai.US$) .. 8.3 11,010.0 11,080.0

EXTERNAL DEBT and RESOURCE FLOWS
1975 1985 1995 1996

(milbions US$) 1 Composition of total debt, 1996 (mill.
Total debt outstanding and disbursed .. .. 25,815 26,553 B c

IBRD ' 0 0 G 412 538 D
IDA ' 231 412 3669 113

Total debt service .56367 309 4
lBRD .. 0 0
IDA .. 2 3

Composition of net resource flows
Official grants 249 38 150 150
Official creditors .. .. 298 466

Prvate creditors .. .. -67
Foreign direct investment .. .. 2,236 1,838 E
Portfolio equity * 20257

World Bank program
Commitments 265 502 A - IBRD E - Bilateral
Disbursements .. 47 189 B-IDA D-OIOter mulliateral F-Private

Principal repayments .. .. 1 1 C-IMF G - Short-Wm

Net flows .. .. 46 188

Interest payments .. .. 2 2
Net transfers . .. 45 186

Development EconomicslEASPR. 1996 external debt and resource flows data are from DRS (preliminary), 8/15/97

Note: Debt includes non-convertible currency debt.
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Annex 11
Vietnam

Transmission, Distribution Disaster Reconstruction Project
Status of Power Sector Reforms

The power sector in Vietnam began its current phase of market focused reforms in 1995 by the
establishment of a State Corporation for electricity, named the Electricity of Vietnam (EVN). This one
step implied significant shifts from the earlier institutional environment, specifically: (a) separation of
power sector operations from the direct control of ministries -- formerly, the electricity sector was part of
the Ministry of Energy; (b) it clearly defined the role of the Board of Management to represent the
owner; (c) established a corporate form under the State Enterprise Law. From a management
perspective the formation of EVN allowed scarce management skills to be leveraged by centralizing key
responsibilities in finance and investment.

The on-going reforms in the power sector are proceeding at two levels. First, at the level of
nationwide administrative reforms and legal reforms that influence and govern power sector operations.
These include, establishing a legal framework, allowing private sector entry in sector operations and
reassessing the network of government agencies who have some influence on power sector investments
and senior management decisions. Second, reforms are being initiated at the sector level, specifically
within EVN. These include, internal control process in areas of accounting and finance, and
responsibility allocation within the management structure. A critical feature of these reforms is the need
for appropriate sequencing and the need to ensure that reforms are being on suitable foundations of rules,
incentives and adequately trained personnel at all levels within and outside the power sector.

The World Bank began its reform dialogue with the Government at about the same time as the
establishment of EVN. Initially, the sector work helped establish a set of reform objectives and
principles and transition steps to achieve the reform objectives. This work led to the development of a
reform strategy which was agreed upon with the Government under the second IDA power credit, Power
System Development Project. This agreement was in the form of a policy letter from the Ministry of
Industry, which is responsible for policy and oversight of the power sector.3

The principal elements of the power sector reform strategy are described below:

Reforms of Government Administration and Legal Structure
Owing to the centrally planned heritage from which the existing power sector has evolved, the

prevailing external incentives do not allow for purely commercial operating decisions at the level of
operating sector enterprises. The government has recognized that private sector involvement in the
power sector will increase in the next few years and that mechanisms need to be instituted to regulate
their operations in a manner consistent with the oversight of the state-owned sector. The following
reforms are being pursued:

I A State Corporation is defmed in the State Enterprise Law as an enterprise comprised of multiple State
Enterprises. It may be compared to a State holding company.

2 World Bank ESMAP project on Power Sector Reform and Restructuring in Vietnam (Report No.
174/95, September 1995).

3 Policy Statement from the Government of Vietnam, dated August 12, 1997 (refer Annex ....)
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(a) Preparation of an Electricity Law
An Electricity Law and supporting secondary regulations are being drafted and reviewed by the

Government. The proposed Law will pave the way for a distinct regulatory body and licensing of
individual sector operations by function (i.e. generation, transmission, bulk supply, distribution and retail
supply). The latter will facilitate the planned separation of transmission as a separate profit center, and
also allow for private entry into distribution franchise operations. One of the key functions of the
regulatory body would be to set electricity tariffs on a basis that allows for adequate financial recovery
and ability to finance future investment.

It is expected that the Electricity Law will be promulgated in 1998. This assistance is being
provided by a World Bank ESMAP grant and an IDF grant for capacity building.

(b) Introducing Private Sector in the Power Sector
The Government of Vietnam has taken a number of initiatives to facilitate private investment in

power, principally in terms of obtaining Cabinet level approval for implementing the Phu-My-2-2 project
as a BOT-project. Under the second IDA-credit (Power System Development Project), technical
assistance was provided to GOVN to prepare a solicitation procedure for inviting private investors to
develop the Phu-My-2-2 project. This process is now at an advanced stage of implementation. It is
expected that the Request for Proposal (RFPs) would be offered by November 1997 The evaluation of
proposals should be completed by March 1998. Negotiations with the leading developers would begin
soon thereafter.

The Government is looking at means of attracting private investment in distribution operations.
These investments are likely to be focused in small distribution franchises to begin with. A PHRD study
will examine the options and recommend a process of attracting private investment in distribution.

(c) Electricity Tariff - Regulatory Procedures and Tariff Levels
Procedures for tariff setting in Vietnam require various levels of review by government agencies

to balance both economic, financial and social considerations. While rapid tariff increases have
characterized the reform agenda over the last 3-years, tariffs are still not at levels deemed adequate to
finance the rapid expansion of electricity demand. The Government has already committed itself to a
program of increasing tariffs periodically in order to reach a financially sufficient long-run marginal cost
(LRMC) tariff. Retail prices based on these principles will ensure that resources are allocated efficiently
in the economy and that consumers face the appropriate price signal to utilize electricity efficiently.
Economic and Sector Work (ESW) undertaken by the World Bank in cooperation with the Institute of
Energy indicate that the LRMC for average retail tariffs is in the range of US $ 7.5 to 8.0 cents/klWhr in
1996 dollars. The establishment of the regulatory body in the electricity sector will help create an
institutional foundation and procedures to ensure that electricity pricing is based on sound economic and
financial considerations. Secondary legislation being drafted together with the electricity law focus on
these crucial aspects of tariff regulation.

Reforms within EVN

(a) Decentralization of Management Decisions
The formation of EVN led to the centralization of functions and the associated reporting

structures do not allow operating managers to make decisions, which results in a lack of autonomy and
responsibility. To review the existing corporate organization and suggest improvements, an Institutional
Strengthening Study was completed under the first IDA power credit (13586-VN). The specific
recommendations of this study that are to being implemented include:
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Creation of Deputy-Director General for Customer Service in EVN for corporate supervision of
distribution entities.
Issuance of separate corporate charters for all distribution companies providing for increased
management autonomy. This would include, increased levels of financial autonomy for
approving procurement decisions.

(b) Improving Incentives for Efficiency in Distribution Operations
The distribution entities purchase bulk power from EVN (i.e. transmission and generation) at a

price that does not reflect true cost of supply. Retail prices to final consumers are established by the
Government and are currently uniform across the country. The difference between the retail sales price
and the purchase price allows distribution companies to cover their operating expenses, but not provide
any specific incentives for each distribution company to actively reduce operating costs. An ADB funded
study, completed in 1996, developed a methodology for defining bulk transfer prices with improved
incentives for cost reduction -- National TariffStudy. The Government of Vietnam has decided to phase-
out the administered bulk supply tariffs and move towards a cost based bulk supply tariff. This
transformation would be completed over a three-year period.

(c) Commercializing the Transmission Function
In an effort to improve resource allocation and system utilization, the power reform strategy

envisages efficient pricing and contractual relationships between the transmission network business unit
and the generation stations on the system. As part of this transition, cost accounting practices will first
be introduced in the transmission network operations to facilitate their operation a profit center.
Subsequently, efficient energy purchase contracts with generations and sales contracts with the
distribution entities will be developed. A PHRD study on Improving Transmission Operations has been
initiated to develop the exact implementation details. The implementation steps agreed upon under this
strategy are: (i) formation of transmission operations as a cost center by end-1998; (ii) formation of
transmission business unit a profit center by end- 1999; and, (iii) implementation of contractual
framework of electricity purchase and sales contracts by June-2000.
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Annex 12
Vietnam

Transmission, Distribution and Disaster Reconstruction+ Project

Socialist Republic of Vietnam
Power Sector Policy Statement

August 12, 1997

This paper sets out the main elements of the Government of Vietnam's (GOV) power sector policy. It outlines the
objectives and strategy of the Govemment and the Ministry of Industry for the development of the power sector of
Vietnam. This paper is an update of the Power Sector Policy statement issued by the Ministry of tndusgy Qn Dece rp

lst. 1995. This policy paper is supported by a Reform Implementation Plan (Attachment l).

A. Policy Objectives

The Government's power sector policy aims to achieve the following objectives:

(a) Provide electricity access to the national economy and the entire population of Vietnam.

(b) Increase the operating/technical efficiency of the electricity sector to optimize the use of scarce investment
resources.

(c) Ensure reliable electricity supply of good quality

(d) Resolve the mismatch between market-based production costs and State administered prices

(e) Clearly delineate and separate State management functions and business management functions

(f) Enable Vietnam to raise the necessary financing for power sector expansion to meet economic growth
targets.

B. An Overview of the Power Sector

In January 1995, GOV issued Decree No. 14/CP to establish Electricity of Vietnam (EVN) as a State Corporation
for the different power sector entities engaged in generation, transmission, distribufion and associated service functions,
These entities are grouped under two accounting systems: (I) independent accounting units; and, (ii) dependent
accounting units. The business units fall into three categories:

- Those engaged in generation and transmission are subject to dependent accounting, and consolidation of
accounts takes place at the level of EVN as a whole (general EVN). There are 17 business units involved in these
activities - 13 for generation, 4 for transmission and I for the National Load Dispatch Center.

- Those engaged in distribution and supply are independent accounting enterprises (i.e. State Enterprises as
defined in State Enterprise Law). There are five distribution units: Hanoi, HCMC, PC1, PC2, and PC3.

- Those involved in the provision of services (including finance, design and construction, and planning) have either
independent or dependent accounting status.
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Figure 1.

Electricity of Viet Nam (EVN)
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~~~~~~~~~~~~~~~~~~~~~~~~~I LConsumers 
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EVN has the legal status of a state corporation under the State Enterprise Law. Independent accounting entities
have the status of state enterprises that are members of the state corporation (i.e. EVN). Within EVN, the Board of
Management (BoM) has the highest authority and exercises functions established under the State Enterprise Law. The
Ministry of Industry is responsible for policy and oversight of the power sector.

From a sector structure perspective, the core functions of generation and transmission are currently integrated
and under direct management of the EVN headquarters. The generation-transmission core sells electricity in bulk to the
five independent distribution companies (Figure 1). Retail prices to final consumers are established by the Govemment
and are currently uniform across the country. The mechanism for setting the BTP allows the distribution companies to
make a target profit - the profit level is determined by EVN. Given uniform retail pricing and differing distribution system
costs for each distribution company, the bulk transfer price is different for each distribution company.

Vietnam is currently experiencing high growth in electricity demand. Vietnam's power development plan
envisages the addition of 3,000 MW by the turn of the century and about 6,000 MW by the year 2005. To meet this
ambitious expansion program, a combination of government budgetary resources, official development assistance (ODA)
funds, resources from multilateral financial institutions and diversified finance will be utilized.

C. Reform Strategy

The Government reform strategy addresses the following key aspects of power sector reform. A reform
implementation plan is attached.
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(a) Structural Reforn and Commercialization of Sector Enterprises
GOV will facilitate the transformation of the power sector enterprises into efficient commercially run entities which

are financially strong and creditworthy, and have management autonomy in operations. The Government strategy
includes:

- Introducing cost accounting practices in the transmission network operations and facilitating the transition
of the transmission business into a profit center. Subsequently, it is expected that a separate
transmission company would be established as an independent legal entity (i.e. as a independent
accounting member unit of EVN).

- Developing efficient pricing and contractual relationships between the transmission network business unit
and the generation stations on the system. These contracts will facilitate the efficient production of
electricity and optimize resource utilization on the system.

- Transforming the distribution entities which are currently independent accounting state enterprises into
entities that have management and financial autonomy from the EVN State Corporation. This transition
will include the development of more efficient performance incentives for the distribution entities based on
market based costs. Commercial management practices will be developed in these entities to prepare for
separation from the EVN State Corporation structure.

(b) Legal and Regulatory Framework
The GOV is preparing legislation for the power sector. It is expected that the primary Electricity Law will be supported by
secondary legislation covering the aspects of tariff regulation, service regulation and licensing of activities in the power
sector. This body of legislation would form a consistent legal basis to facilitate commercial sector operations and
objective govemment oversight of the sector. The following steps are,envisaged:

- promulgation of a primary Electricity Law

development of supporting secondary legislation to the Electricity Law, to inter alia address: (a) scope and
structure of regulatory agency; (b) procedures for tariff setting and regulation; (c) administrative
regulations and standards.

preparation of a Grid Code that would address issues related to interconnection and operating standards
between generation entities and the transmission entity.

(c) Electricity Pricing
It is recognized that cost-based retail prices and internal transfer prices are essential to a commercial power sector that is
expected to raise the required capital for its needs. Retail prices based on these principles will ensure that resources are
allocated efficiently in the economy and that consumers face the appropriate price signal to utilize electricity efficiently.
Efficient internal prices will provide incentives to the distribution companies to operate efficiently and establish an objective
basis to evaluate the cost of purchasing power from BOTfJV power generation schemes. . The government plans to:

- Progressively raise average retail tariff to about USc 7.0/kwh by 1999 and take all measures necessary to
realize a self financing ratio of not less than 30% for the electricity sector as a whole.

- introduce a cost-based bulk transfer price for bulk power sales to the distribution companies.

(d) Diversified Participation in Vietnam's Power Sector
The objectives for promoting diversified sector participation are to: (i) mobilize additional financial resources in the

form of debt and equity financing; (ii) supplement public sector investments; (iii) access the diversified sector's proven
skills in project design, finance, implementation and operation; and, (iv) create an environment that fosters competition. It
is expected to achieve: (i) balanced portfolio mix: power projects financed from diversified sources will be consistent with
Vietnam's least-cost power plan in terms of size and technology, and with the system's operational needs; (ii)
competitiveness: project sponsors will be selected through a competitive bidding process measured in terms of lowest
price of electricity delivered; and, (iii) limited recourse project financing: foreign investors will secure financing on a limited
recourse basis where project sponsors and lenders will assume commercial and project risks.
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Diversified participation will be sought in both thermal "and hydro generation schemes. A variety of financing

structures may be utilized to involve diversified capital in generation. Diversified financing approaches will also be
evaluated for distribution operations.

(e) Rural Electrification
Only 65% of the Vietnamese population has access to electricity. Access to electricity is much lower in rural than

in urban areas. In order to increase rural access to electricity the Govemment will develop a Rural Electrification Master
Plan. This master plan will define: (I) criteria for expanding the electricity network to rural areas; (ii) appropriate regulatory,
institutional and financing frameworks; (iii) methodologies for forecasting and economic evaluation of altemative supply
locations and options; (iv) technical standards for design, construction and operation.

(f) Electricity Conservation
To facilitate the efficient utilization of electricity and encourage electricity conservation practices and technologies,

the Government will implement measures and systems for electricity demand-side management (DSM) and load
management in Vietnam.

Signed

Ministry of Industry

Aetachment 1: Reform Implementation Plan



Objectives Strategy Implementation Steps & Timetable

I Achiieve linanicial viability and sustaiiiability ol' 1.1 IProgressive increase ol'average retail tarill' to 1.1.1 Sel'l' inancing ltatio (SFR) targets:
overall power sector operations abotit USc 7.0/kwh by 1999 and taking all - 1997 SFR 30%

measures necessary to enstire a self linanicing ratio - 1998 SFR 30%
o not less than 30% in any year. - 1999 SIFR 30%

i.2 Inciease average retail tarilTto finanicially 1.2.1 Average retail tariflfincreases:
sislainable lcevels - averaige lIo 1997 6.2 lJSc/kwh

- average lor 1998 6.6 (JSc/kwhi
- average lor 1999 7.0 USc/kwh

1.3 Implement a cost-based bilk supply talaill (BSIT). 1.3.1 INN to prepare annual audiled accoutlis
'I'his is disliliclt rom existing internal bulk supply idenitifyinig f;ill cosis of generation and
tarif Ttlial does not reflect actual G&l costs and is transmission (G&T). These audited statements >
based on I'('s ability to pay to achiieve a target will be prepared beginninig from January 1998 -
piofit. whiich is the slart of ilte new liscal year.

INN will ens.ire that the difl'erence betweei cost- 1.3.2 Iiplemeiitationi of full cost-based bulk supply
reflective buik supply tarilf'(13ST) to I'Cs and tarif Ito l'Cs may be phased, if necessary.
reltail tar1i1il'by year 200)0. xvhicli restilis in an - 1998 70% ol' acitual (&l cost C

operaling loss iot( 's is compensaled transparently - 1999 85% of actual (U&Tl'cost
i.e. not ilotigh ilte bulk supply tarillt. - 2000 1( 00% ol' actual G&lcost

The tern bulk supply tariff (BST) refers to the price at vhich electricity is sold from EVN generationi and transmissioni operations (G&T) to the distribution companies.



Objectives Strategy Implementation Steps & Timetable

2. Commercialize, corpori=ize and dliversify ownersi 2.1 Suieigilieii EVN IIQ managemlenlt procedures and 2.1.1 Strengtlen tIe iIQ function of distribution
of indepeindcent accountinig distributioni Ullits (i.e syslemis lo ovei-see PC opierationis ellicicuitly. Ill.lUageCllut:

ICs) a. I)istinct uiniclioni Ibr distribuitioni maniagemiieint
nt level ol IVN l)eputy l)irector Generals
(lI))G)will be defined. Evidence of this
assignmeii t of uinctionis at D)DG lcvel will be
provided by January 1998.

e. EVN I IQ to issue:
- accounting procedures for implementing

phased increase in cost-based bulk supply
tariff by January 1998. (refer 1.3.2)

- Information system standards for all PCs.
.______________________________________________ (January 1999).
2.2 Increase management and linancial autonionly of 2.2.1 Issue separate Charters for all Pcs by mid-1998,

I'Cs. providiing increased financial and management
autonomy.

2.2.2 Annual accounting audit by independent auditors
for all I'Cs from January 1998 onwards.

C.
2.3 Strcingtiiein tlie internal organization and operations 2.3.1 limpleimietationi of a finiance and commercial C

ol' ihe 'Cs. organization structure within each l'C as shown
in attachmeitl I .
- IPC I lanoi and I ICMC - January 1998
- I'CI, I'C2, and PC3 - January 1999

2.3.2 llegiui work oni strcngtliciniilg the Meier Reading,
llilling antd Collection Systems2 Terims of
Reference - Atlachmcnt 2.
(Ilitialficussfor pilol implemenltation cotuld be i,

_________ _1__ung 7_t__ (ilt g,,,, 11ilong).
2.4 Equitization of distributioni operations. 2.4.1 I'ilot equitization of onle or more distribution

operationis based on results of PIIRD study.
'I'argel date to commence equitization program:
January 1999.

2 Reference 4.3. 1, Report on Improvem ent of Financial and Accounting System, Draft Final Report by Price Waterhiouse, Marchi 1997.



Objectives Strategy Implementation Steps & Timetable

3.(A)Consolidate transmission operations as u proFit 3.1 IdelItilication and separale accounting ol 3.1.1 i-ornation or transinission operations as a cost
center and eveniually as a wholly-lWVN owned tralismlissioll costs cenier. based on completion of l.VN accounting
independent accounting uni,. audit.

- Transmissionl cost ccntcr operating accounts
prepared annially begiining in January 1998.

3.2 Preparatory work lor transition of transiission 3.2. I 1 IRI)-study lo be completed by mid-1998.
operations to independent accountinitig membecr unit Recommcndationis will be reviewed with EVN
of I VN and implementation will commence.

Target dates:
- Transmission fonned as profit center -

December 1999.
- Transmission formed as independent

accounting member unit of EVN - atler 2000.

3.(B) Strengthen EVN transmission planning 3.(B). I EVN to develop planning capacity to optimize
capabilities. transmission network expansion with generation

expansion plans.
- IVN to identify appropriate least cost

planining software that incorporates
transmission network optimization together
with generation expansion. (Sepiember 1997)

- INN to obtain Ihe package and trainiig for ils
utilization. (January 1998)

- INVN to prepare sysem cexpanision plan with
optimizalioni of Iransmission and gencration.
(Deccmbcr 1998).



Objectives Strategy Implementation Steps & Timetable

4. Crctc a sysICtn of govCrnmcnt regulitlory oversiglht 4. Itt Electriciy La 4 ltat dctine 4. 1.1 Timetable for preparation ait prescj1tation o
Ihat allows Ilc power sector it be financially viable the Ih mnictionis of govermetiii in tlie aIreas of policy drall Ileciricily l.aw to the National Assembly:
anid cflieiwn, and also proledts (he intierest ol the anP regulation. 1)ratt regulations wilt be prcpared - Preliminary review - October 1997
consumer ror reliabie and least-cost sulpply. that delinie the hasic regulaltory Irniiework and - For promiilgation - March 1998

initial institutional mechanism to perform cthe
regulalory uinictions.

(7he above vork is partialtv supporied hy ESIAP
Gri,-lll *,,,.l I/)/ i-' tl.

4.2 Picparatiomn ol secondary regalations. slall training *1.2.1 IProcess and timetvam:c
an(l institlutiommal capacity biuilding fiwr the Preparation of secondary lcgislattion. Expected
establishmient ol thc regulatory ftmnetion. promulgalion of secondary legislation within

12-1S moiiths ol approval of E.leciricity Law
by National Assembly.

- Preparatory work for establishing a separate
unit to perform regulatory functions

IA to be initiated around April 1998.
Impliementation of T A - Mareh 1998 to mid-
1999.

4.3 (iovernentci to establish a separate regulalory unil 4.3.1 ;Iarget dale for the formation of unit to perform
to perlorm rcguilatory limnctiouis. regulatory funclions - January 1999.
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