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ASSESSMENT OF THE ENERGY SECTOR 

 

A. Introduction 

 

1. Ensuring reliable electricity supply is vital to sustaining Viet Nam’s growth. Industrial 

development and private consumption have fuelled increased demand for electricity in the country. 

Industry, which contributes more than 40% of the gross domestic product (GDP), accounts for more 

than half of the electricity consumption. Demand for electricity is projected to grow at an average of 

14% annually in 2011–2015 and 11% in 2016–2020. Electricity consumption is expected to increase 

from 85,932 gigawatt hours in 2010 to 251,763 gigawatt hours in 2020.
1

 

 

2. The country also made notable progress in raising the national electrification rate to as much as 

98%. However, the country faces the greater challenge of connecting to the grid households in poor, 

remote areas. The National Power Development Plan VII projects a total investment requirement to 

meet this expansion of as much as $54.5 billion in 2014–2020.
2

 

 

3. The Ministry of Trade and Industry is responsible for formulating legal and regulatory reforms 

in the power sector, as well as developing mechanisms for establishing a competitive and financially 

sustainable power market. The country’s national power utility, Vietnam Electricity (EVN), undertakes 

and manages electricity-generating projects. The National Power Transmission Corporation (NPT), 

established in 2008 as a company wholly owned by EVN, manages 500-kilovolt and 220-kilovolt 

transmission lines and associated substations. 

 

B. Sector Context and Background 

 

4. The power sector has undergone a gradual process of reform since July 2005, when the 

Electricity Law of 2004 came into force. This law instituted the unbundling of the public sector utility, 

EVN, to remove its single monopoly position. Within its corporate structure, EVN is currently organised 

as a holding company controlling three power generation corporations, the NPT, and five regional 

power distribution corporations. The Electricity Regulatory Authority of Viet Nam (ERAV), established in 

2005 under the Ministry of Trade and Industry, in principle should act as an independent regulator, 

overseeing the network and setting tariffs and transmission charges. A single buyer model is in 

operation at present, with the Electricity Power Trading Company (EPTC), a separate department within 

EVN, playing this role. 

 

5. EVN and its associated companies own approximately 62% of generation capacity, while 

national independent power producers own 31% (footnote 2). The remaining 7% is owned by foreign 

investors under build-operate-transfer (BOT) arrangements. The government’s official policy is that the 

current generation companies under EVN will be ‘equitized’ to bring in private investors and will be 

separate from EVN’s corporate structure. EVN will only retain ownership of three large and strategic 

hydropower plants.   

 

6. The long-term aim of the government is to attract further private investment through a reform 

program that creates a competitive power market. Initial plans for a roadmap for reform were drawn 

up with support from the Asian Development Bank (ADB) and the World Bank. The roadmap is based 

on an ambitious sequence—moving first to a single buyer model of a competitive generation market 

with the unbundling of EVN, then to a competitive wholesale market, and finally to a competitive retail 

market. The start of the reform was delayed for several years, but the competitive generation market 

was launched in July 2012, with EPTC as the single buyer. 

                                                           
1
 ADB. 2012. Country Partnership Strategy. Viet Nam, 2012–2015. Manila. (Sector Assessment Summary: Energy). 

2
 Findings of Independent Evaluation Department’s evaluation mission conducted on 29 June–10 July 2015. 
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7. In practice, competition has been relatively limited as only around 10% of sales have been at 

spot prices, with the remainder at negotiated power purchase agreements.
3

 The pilot phase of the 

competitive wholesale market was due to commence in 2015, although it has not yet started at the 

time of writing this study in October 2015. The competitive wholesale market is due to be fully 

operational by 2017, when the single buyer model will end and distributors will be able to buy directly 

from generators, with all participants operating as independent accounting units. The pilot phase of 

the retail market is due to start in 2021–2022. 

 

C. ADB’s Sector Strategies and Portfolio 

 

8. The intended objectives of the Country Partnership Strategy (CPS), 2012–2015 in the energy 

sector were to (i) promote reforms and market development, (ii) create a reliable and environment-

friendly supply base, and (iii) encourage energy efficiency and renewable energy development. 

According to the CPS Final Review (CPSFR), the delivered outcomes were (i) expanded generation, 

transmission and distribution networks; (ii) expansion of provision in rural areas to poor communities; 

(iii) development of renewable sources; and (iv) support for market reform. These outcomes are to 

contribute to the CPS objectives of inclusive growth, enhanced economic efficiency, and environmental 

sustainability. 

 

9. Since 1994, ADB has provided $2.32 billion to energy projects in Viet Nam, as well as $31 

million to 43 technical assistance (TA) projects.
4

 Energy is one of the priority sectors of the CPS, 2012–

2015. ADB allocated $10.3 billion in loans and grants to Viet Nam in 2012–2015, of which the second 

largest share of 21% ($2.1 billion) went to energy. New energy project loans of around $283 million 

were approved over the CPS period. Disbursements of energy projects totalled $715 million in 2012–

2015.  

 

10. In 2009–2015, energy project approvals totalled $1.5 billion (Table 1).
5

 Of this amount, 62% 

accounted for generation, 28% for transmission, and 10% for renewable development and links in 

remote area. Over the CPS period 2012–2015, the two projects approved were for transmission and 

grid development. In addition, four project loans approved before 2009 were active over the period 

2009–2012 (Table 2).  

 

Table 1. Energy Project Loans Approvals, 2009–2015 

Loan Number/ 

Project Name Funding Source 

Amount 

($ million) Approval Date Status 

2517: Renewable Energy 

Development and 

Network Expansion and 

Rehabilitation for 

Remote Communes 

ADF 151.0 March 2009 Active 

2610: MFF Mong Duong 

1 Thermal Power Project 

– Tranche 2  

OCR 902.9 December 2009 Active 

2848: Power 

Transmission Investment 

Program – Tranche 1 

OCR 120.5 December 2011 Active 

                                                           
3
 ADB. 2015. Assessment of Power Sector Reforms in Vietnam: Country Report. Manila. 

4
 ADB. 2014.  Report and Recommendation of the President to the Board of Directors: Ha Noi and Ho Chi Minh City Power Grid 

Development Sector Project. Manila.  

5
 The validation period primarily covered newly approved, active, and completed loans, grants, and TA during CPS, 2012–2015. It 

also covered completed projects and programs falling within 2009–2011 that were not sufficiently assessed in the previous 

country evaluation for 1999–2008. The coverage is consistent with the final review’s coverage, as requested by the Viet Nam 

Resident Mission. 
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Loan Number/ 

Project Name Funding Source 

Amount 

($ million) Approval Date Status 

2959: MFF Power 

Transmission Investment 

Program – Loan 2 

OCR 110.2 December 2012 Active 

3161: Ha Noi and Ho Chi 

Minh City Power Grid 

Development Sector 

Project 

OCR 172.7 September 2014 Active 

ADF = Asian Development Fund, MFF = multitranche financing facility, OCR = ordinary capital resources. 

Sources: ADB. 2015. Country Partnership Strategy Final Review Validation: Viet Nam, 2012–2015. Manila; Independent Evaluation 

Department database. 

 

Table 2. Energy Project Loans Approved Prior to 2009 but Active in 2009–2015 

Loan Number/ 

Project Name Funding Source 

Amount 

($ million) Approval Date Status 

2128: Northern 

Power Transmission 

Sector Project 

OCR 120.0 December 2004 Closed May 2012 

2225: Northern 

Power Transmission 

Sector Project 

OCR 360.0 December 2005 Active 

2353: MFF Mong 

Duong 1 Thermal 

Power Investment 

Program – Loan 1  

OCR   27.9 October 2007 Closed February 

2014 

2429: Song Bung 4 

Hydropower Project 

OCR 196.0 June 2008 Active 

ADF = Asian Development Fund, MFF = multitranche financing facility, OCR = ordinary capital resources. 

Source: Independent Evaluation Department database. 

 

11. Three TA projects worth $1.81 million were approved over the CPS, 2012–2015. In 2009–2015, 

TA approvals in energy totalled $9.64 million (Table 3). 

 

Table 3. Technical Assistance Approvals, 2009–2015 

TA Number/ 

Project Name 

Technical Assistance 

Type Funding Source 

Amount 

($ million) Approval Date 

7262: Capacity 

Building for 

Renewable Energy 

Development  

CDTA Technical Assistance 

Special Fund 

2.5 March 2009 

668: Increasing 

Efficiency of 

National Power 

Transmission 

Corporation through 

Targeted Capacity 

Building 

CDTA Technical Assistance 

Special Fund 

0.6 November 2010 

7742: Power 

Transmission 

Investment Program 

PPTA Technical Assistance 

Special Fund 

1.5 December 2010 

7779: Support for 

the National Target 

Program on Climate 

Change  with a 

focus on Energy and 

Transport  

PATA Nordic Development 

Fund 

2.5 January 2011 

7861: CDTA Technical Assistance 0.7 September 2011 
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TA Number/ 

Project Name 

Technical Assistance 

Type Funding Source 

Amount 

($ million) Approval Date 

Implementation and 

Monitoring of Song 

Bung 4 Hydropower 

Project 

Special Fund 

8205: Ha Noi and 

HCMC Power 

Transmission 

Development Sector 

Project 

PPTA Technical Assistance 

Special Fund 

0.7 November 2012 

8302: Electricity 

Transmission Pricing 

Review in the 

Context of Power 

Sector Restructuring  

PATA Technical Assistance 

Special Fund 

0.8 December 2012 

8341: Developing 

the Market 

Readiness for a 

Domestic Carbon 

Market 

CDTA Partnership for 

Market Readiness 

0.3 March 2013 

CDTA = capacity development technical assistance; PATA = policy and advisory technical assistance; PPTA = project preparatory 

technical assistance. 

Sources: ADB. 2015. Country Partnership Strategy Final Review Validation: Viet Nam, 2012–2015. Manila; Independent Evaluation 

Department database. 

 

12. ADB has a good track record of collaborating with other development partners in Viet Nam’s 

energy sector. In 2008, the Government of Viet Nam and the energy firm Chevron requested ADB to 

provide impartial advice on the case for a major gas pipeline project, which both parties were 

considering for a public–private partnership investment. ADB conducted a cost-benefit analysis on the 

project which was presented to the government.
6

 ADB has also attracted $50 million in cofinancing 

from Agence Française de Développement for the Northern Power Transmission (Sector) Project and 

$100 million from the Infrastructure Fund of the Association of Southeast Asian Nations for the Ha Noi 

and Ho Chi Minh City Power Grid Development Sector Project. 

 

D. Evaluation of ADB’s Performance 

 

1. Relevance   

 

13. The CPSFR assessed the energy program as highly relevant. The revised demand projections in 

the Power Development Plan VII
7

 indicate average annual increases of 9% in 2016–2020 and 7% in 

2021–2030, slightly lower than the 11% and 8%, respectively, given in the earlier version of the plan.
8

 

Nonetheless, the investment needs for the sector are very substantial. In the short-run, major interest 

from foreign investors in BOT operations is unlikely to be secured until the reform structure is fully 

implemented and the incentive regime is revised. Three BOT projects are operational as of the writing 

of this report in October 2015, although several more have been licensed. Over the past 10 years, there 

has been no new BOT investment since the Mong Duong 1 Thermal Project. With limited government 

funding and private sector participation, support from ADB and other development partners will 

continue to be relevant to addressing energy needs in the country. 

 

                                                           
6
 ADB. 2012. Technical Assistance Completion Report: Support for the Public–Private Development of the Omon Gas Pipeline. 

Manila. 

7
 Viet Nam. 2011. Viet Nam Power Development Plan 2011-2020. Hanoi. 

8
 Data supplied by the Viet Nam Resident Mission during evaluation mission. No official revisions are available as yet.  
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14. Transmission, energy efficiency, and power sector reforms were the focus of the energy 

program (footnote 1). However, not all of these core areas highlighted in the CPS were actually 

implemented. For instance, the Lao PDR–Viet Nam Power Interconnection Project did not proceed.
9

 

Similarly, the Energy Efficiency Program in the Industry Sector was also dropped due to the 

government’s loss of interest. Support for power sector reform was provided through the Electricity 

Transmission Pricing Review in the Context of Power Sector Restructuring TA Project, which reviewed 

electricity transmission pricing to help NPT set an appropriate charge. Meanwhile, the Ha Noi and Ho 

Chi Minh City Power Transmission Development Sector Project and Multitranche Financing Facility (MFF) 

Power Transmission Investment Program (Tranche 2) were delivered as planned. 

 

Table 4. Planned versus Delivered Energy Projects, 2012–2015 

Planned Amount ($ million) Delivered Amount ($ million) 

Energy Efficiency Program 

in the Industry Sector  

  10.0   

Ha Noi and HCMC Power 

Transmission Development 

Sector Project 

180.0 L3161: Ha Noi and HCMC 

Power Transmission 

Development Sector 

Project 

172.7 

Power Transmission 

Investment Program  

– Tranche 2 

110.4 L2959: MFF Power 

Transmission Investment 

Program  

– Tranche 2 

110.2 

Lao PDR–Viet Nam Power 

Interconnection  

110.0   

Total 410.4  282.9 

HCMC = Ho Chi Minh City, MFF = multitranche financing facility. 

Source: ADB. 2015. Country Partnership Strategy Final Review Validation: Viet Nam, 2012–2015. Manila. 

 

15. Environmental concerns were relevant from both the perspective of ADB’s Strategy 2020 and 

the government’s targets for the sector. The emission intensity of energy production in Viet Nam has 

been rising significantly with increasing demand for energy and the shift in the relative share of 

capacity from hydropower to coal-based thermal plants. Per capita carbon dioxide emissions from 

electricity grew 9.5% annually during 1990–2011 and the emissions intensity of GDP grew 3.6% 

annually (footnote 3).  

 

16. The Power Development Plan VII has set a target for a rising share of renewable energy to 4.5% 

of generation capacity by 2020, but progress has been slow.
10

 Given the small role of renewables, most 

reductions in emissions will have to come from energy efficiency programs rather than from major 

shifts in sources of generation. While the CPS, 2012–2015 acknowledged this problem, the planned 

Energy Efficiency Program in the Industry Sector did not materialize, as noted earlier. Support for 

environmental sustainability over the CPS came primarily through the following TA projects: Support 

for the National Target Program on Climate Change, Capacity Building of Renewable Energy 

Development, and Developing the Market Readiness for a Domestic Carbon Market. 

 

17. The CPS does not explicitly discuss the impact of the energy program on the inclusive growth 

objective. The CPSFR implies, however, that the inclusion aspect was addressed primarily through 

transmission expansion to serve remote areas principally through the Renewable Energy Development 

and Network Expansion and Rehabilitation for Remote Communes Sector Project. The project has 

surpassed its targets at appraisal and its coverage is to be expanded by additional grant finance. 

 

 

                                                           
9
  Based on IED evaluation team’s discussions with the resident mission, this was due to a concern over environmental standards. 

10
 Government of Viet Nam. 2011. Approval of the National Master Plan for Power Development for the 2011–2020 period with 

the Vision 2030.  Hanoi. http://www.nti.org/media/pdfs/VietnamPowerDevelopmentPlan2030.pdf?_=1333146022 



 

 

 

 

6 Linked Document 4 
 

 

 

2. Effectiveness 

 

18. The CPSFR rated the energy program as effective by assessing the outcomes of completed 

projects and programs against the CPS results framework and the projects’ own targeted outputs. The 

two indicators used in the CPS results framework were per capita electricity consumption and electricity 

intensity.
11

 It is difficult to determine the impact of ADB’s energy activities on these targets. 

Nevertheless, both targets will likely not be achieved. The target for per capita consumption was 1,720 

kilowatt hour (kwh) in 2015, but the value in 2014 was 1,146 kwh. Similarly, the electricity intensity 

target was 1.5 in 2015 and the value in 2014 was 1.9. However, given the weak link between the CPS 

program and macro developments in the sector, failure to reach these national targets is of limited 

relevance in relation to the effectiveness of ADB activity. 

 

19. The energy sector assessment summary of the CPS, 2012–2015 identifies more specific targets 

including reduced system losses, expansion of transmission and generation capacity, and tariff 

increases. Of these, the system loss target of 9% by 2015 was achieved as early as 2012. However, the 

other two targets have yet to be achieved. For the expansion target, more than 22,000 megawatts of 

generation capacity was to be added between 2010 and 2015. However, the two ADB generation 

projects—MFF Mong Duong 1 Thermal Power Project (Tranche 2) and Song Bung 4 Hydropower 

Project—approved before the CPS, 2012–2015, will add a total of no more than 5% of the targeted 

expansion. Tariffs have increased since 2012 and the rate in 2015 is around 7.5 cents/kwh, before VAT, 

which is below the target of 8 cents/kwh by 2015. Tariffs are estimated to be significantly below the 

long-run marginal cost of power of nearly 9.8 cents/kwh (Table 5).
12

 

 

Table 5. Energy Sector Targets in CPS Results Framework 

Indicator Targets for 2015 Outcome (Year) 

Reduced system losses  9% loss 8.9% (2012) 

Generation capacity expansion 

2012–2015 

22,294 megawatts 1,156 megawatts added by ADB 

projects (2015) 

Average tariff  8 cents/kilowatt hour 7.5 cents /kilowatt hour (2015) 

Sources: ADB. 2015. Country Partnership Strategy Final Review Validation: Viet Nam, 2012–2015. Manila; ADB 2015. Assessment 

of Power Sector Reforms in Viet Nam: Country Report. Manila; Independent Evaluation Department evaluation team’s discussions 

with the Viet Nam Resident Mission’s energy team. 

 

20. In terms of ADB’s specific contribution to the sector, a more detailed picture of effectiveness is 

provided by evaluations of projects and TA projects done by operations. Of the energy loans and TA 

projects completed in 2009–2015, there is one project completion report (PCR) for the Northern Power 

Transmission Sector Project and six technical assistance completion reports (TCRs) available. Of these TA 

projects, one was rated highly successful, three successful, and two partly successful by ADB’s 

Southeast Asia Department (SERD). 

 

21. Of the rated TA projects, the Capacity Building of the National Power Transmission Corporation 

in a Competitive Market Environment was rated highly successful by SERD. The TCR deemed the TA as a 

timely contribution towards the power reform agenda. It led to a follow-up advisory TA to support 

ERAV in developing a cost-based transmission charge. Given the importance of the reform process, this 

type of specific technical support to key institutions is significant and ADB’s role as a knowledge 

provider should be emphasized. 

 

22. The Support for the Public Private Development of the Omon Gas Pipeline and Supporting the 

Energy Efficiency Program Implementation Project were rated partly successful by SERD mainly because 

they did not result in a loan. The Support for the Public Private Development of the Omon Gas Pipeline 

was a project preparatory TA designed to develop a project plan for a large gas pipeline involving a 

                                                           
11

 This is not a simple energy/GDP ratio, but the income elasticity of demand for electricity at a macro level, as it is a ratio of 

growth rates.  

12
 Estimates provided by the Viet Nam Resident Mission during evaluation mission. 
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public–private partnership with Chevron. The technical inputs for the project were deemed to have 

been provided satisfactorily. However, the proposed ADB loan was abandoned due to changes in 

project design and scope, as well as complications with sovereign guarantees. The project is proceeding 

but with international commercial bank funding. 

 

23. Similarly, the Supporting the Energy Efficiency Program Implementation Project was also rated 

partly successful by SERD despite delivering all its planned outputs in relation to advice and support for 

energy efficiency initiatives. This is because the TA did not lead to a loan product for ADB to fund 

energy efficiency measures, with the TCR noting that the potential borrower enterprises deemed the 

funds could be provided by local financial institutions. 

 

24. The Northern Power Transmission Sector Project is estimated to have made possible, through 

improved transmission, an extra 850 gigawatt hour of electricity consumption by 2011.
13

 The PCR finds 

that all planned outcomes and outputs were delivered; however, the project was delayed by around 30 

months, which reduced its effectiveness in delivering its targeted outputs. According to the PCR, slow 

consultant recruitment, lengthy bid evaluation, small contract packages increasing administrative time, 

inadequate resettlement plans, and lack of cooperation by local authorities in land acquisition 

accounted for this delay. The inexperience of the implementing agency, the Northern Power Project 

Management Board, is said to be a major contributory factor to the delays. ADB’s performance was 

also rated partly satisfactory given its insufficient attention to overcoming difficulties in government 

approval processes. Flawed initial project preparatory TA design and inadequate implementation of 

component B were also cited by the PCR. However, delegation of authority from ADB’s headquarters to 

the resident mission was deemed to have improved the process of implementation. 

 

25. The Northern Power Transmission Sector Project was rated successful overall, but with 

unsatisfactory aspects relating to effectiveness (less effective). The planned outputs and outcomes were 

found to be delivered, with lengthy delays, largely due to changes in project scope, as well as 

resettlement issues and the inexperience of the implementing agency. The project validation report 

(PVR) revised the rating on effectiveness to effective, arguing that delays should be reflected in the 

efficiency rating.  

 

26. The CPSFR notes that the Viet Nam portfolio encountered delays of about 2 years on average. 

Delays reduce both project effectiveness and efficiency. Since 2012, there has been a significant 

improvement in the pace of disbursement in energy, with the disbursement ratio rising from 8% in 

2012 to 36% in 2013 and to 42% in 2014, the CPSFR notes. This may indicate that some of these 

problems are being overcome. The Support to Improve Portfolio Performance and Aid Effectiveness TA 

Project provided training to 1,800 staff of executing agencies and project management units across a 

range of sectors in 2013 and 2014. The CPSFR suggests that this may have helped improve the ratio of 

disbursements to loans. However, the timing of the training suggests that it may be premature to 

attribute this improvement to the training on its own. 

 

27. It is difficult to assess the effectiveness of the energy portfolio. The CPS results framework’s 

targets are at a macro level and are not directly linked with the ADB program. Moreover, only one PCR 

is available. Some of the sector-specific targets like reduced transmission losses and tariff increases 

have been achieved. However, there is little information so far on the effectiveness of the energy 

projects implemented over the CPS period. Project delays reduce effectiveness because benefits are 

deferred, but their main effect is picked up in the efficiency rating. Overall, in the absence of contrary 

evidence, this assessment concurs with the CPSFR’s rating of effective. 

 

 

 

                                                           
13

 This figure is inferred from the economic reappraisal of the project as presented in the PCR, since the analysis is based on a 

comparison of the position of the sector with and without the project.  
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3. Efficiency 

 

28. Project delays, predominantly associated with land acquisition, resettlement and bidding 

procedures, have been a common problem in Viet Nam. Table 6 presents data on costs and delays for 

energy projects. Some projects did not encounter delays, while others have suffered delays of 2 years or 

more. 

 

Table 6. Cost and Timing of Energy Projects 

Loan 

Number/Project 

Name 

Original Capital Cost 

($ million) 

Actual Capital Cost 

($ million) 

Planned 

Start of 

Production 

Actual/Expected 

Start of 

Production/Delay ADB Total ADB Total 

2128: Northern 

Power 

Transmission 

120 (ADB) 

+ 50 (AFD) 

273.6 105.7 

(ADB) + 52 

(AFD) 

245.9 

 

December 

2009 

May 2012/ 30 

months 

2225: Northern 

Power 

Transmission 

Expansion 

360 

 

December 

2005 

452.7 N/A N/A December 

2010 

December 2014/ 

48 months 

2353: Mong 

Duong 1 

27.86 44.1 22.02 

(interim 

Executing 

Agency’s 

Project 

Completion 

Report) 

N/A June 2013 N/A 

2429: Song Bung 

4 

196 

June 2008 

267.3 N/A N/A June 2014 December 2015/ 

18 months 

2517: Renewable 

Energy 

Development  

151 

March 

2009 

197.6 N/A N/A June 2016 December 2017/ 

18 months 

2610: Mong 

Duong 1 – 

Tranche 2 

902.85 

December 

2009 

1,099.6 N/A N/A December 

2014 

December 2016/ 

24 months 

2848: Power 

Transmission 

120.5 

December 

2011 

155.77 104.1 

Updated 

during 

MTR 

(November 

2014) 

130.86 

Updated 

during 

MTR 

(November 

2014) 

December 

2015 

December 2015 

2959: MFF Power 

Transmission 

110.19 

December 

2012 

460.97 70.59 

(ADB) + 

77.6 (AFD) 

 

Updated 

during 

MTR 

(November 

2014) 

417.24 

 

Updated 

during 

MTR 

(November 

2014) 

November 

2016 

November 2016 

3161:  Ha 

Noi/HMC Grid 

Development  

172.7 

(OCR) + 

100 (AIF) 

August 

2014 

394.27 N/A N/A December 

2020 

December 2020 

ADB = Asian Development Bank, AFD = Agence Française de Développement, AIF = ASEAN Infrastructure Fund, MFF = 

multitranche financing facility, MTR = midterm review, N/A = not applicable, OCR = ordinary capital resources, PCR = project 

completion report. 

Source: Independent Evaluation Department evaluation team’s discussion with the resident mission’s energy team. 
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29. Despite delays and cost overruns, the CPSFR rates the energy program efficient, with completed 

operations rated highly efficient and ongoing operations efficient. There is limited evidence on actual 

efficiency since only one PCR is available in 2009–2014; the PCR for the Northern Power Transmission 

Sector Project. The project was rated efficient by SERD, so it is unclear why the CPSFR rated completed 

operations as highly efficient. In addition, the PVR for this project rated the project as less than efficient 

given delays of up to 4 years in different components of the project.
14

 

 

30. In the absence of ex-post results on economic internal rates of return (EIRRs), ex-ante 

(estimated) calculations in the Reports and Recommendation of the President (RRPs) provide one 

indication of a project’s efficiency. However, ex-ante EIRRs can be misleading due to factors like (i) 

capital cost overruns; (ii) project delays, which defer receipt of benefits; (iii) incorrect demand 

projections; (iv) relative price shifts for key inputs or outputs; and (v) incorrect specification of the 

without project case. 

 

31. Table 7 summarizes the RRP calculations of EIRRs of energy projects. Most have been calculated 

on a time-slice approach, looking at the cost and benefits to the whole system with and without the 

project concerned. EIRRs range from 12% to 28% for the selected projects. 

 

Table 7: Appraisal Estimates of Economic Internal Rates of Return of Selected Energy Projects 

Loan Number/ 

Project Name 

Capital 

Cost/Approval 

Date EIRR Comment 

2128: Northern 

Power 

Transmission  

$120 million, 

December 

2004. Closed  

May 2012 

RRP calculates EIRR at 

40%, but PCR estimates 

it at 14.7%. The PCR 

recalculation differs 

from the economic 

evaluation in the RRP, 

where the without-

project scenario is 

complete cessation of 

investments in the 

Northern region power 

system, which is deemed 

unrealistic.  

 

PVR questions the 

methodology and 

suggests the return to 

the project itself could 

have been calculated, 

but points out that 

assessing the 

counterfactual is 

difficult. PVR agrees with 

a successful rating. 

Project is viewed on time-slice basis. In the 

RRP outage costs without expansion are 

the major form of benefits combined with 

approximate willingness to pay estimates. 

In the PCR, benefits are incremental 

consumption plus savings in cost of coal 

plants and peaking losses. 

2429: Song Bung 

4 Hydropower 

$196 million, 

June 2008 

EIRR 14.7% Benefits come from cost savings from 

thermal plants in the without-project 

scenario, plus benefits from avoidance of 

unserved electricity for different users. For 

households, willingness to pay is 

estimated. For industrial and commercial 

users, benefits are costs saved from self-

generation. 

                                                           
14

 IED. 2014. Validation Report: Northern Power Transmission Sector Project. Manila: ADB. 
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Loan Number/ 

Project Name 

Capital 

Cost/Approval 

Date EIRR Comment 

2610: Mong 

Duong 1 Thermal  

$902 million, 

December 2009 

EIRR 23.9% Project was assessed as part of a system 

plan. Benefits are costs saved from thermal 

alternatives and the cost of unserved 

power; no explanation is given for 

derivation of the latter. Returns are tested 

by risk analysis.  

3161: Ha Noi and 

HMC Power Grid 

Development 

Project 

$172.7 million, 

September 

2014 

EIRR 12%–36% for range 

of sub-projects  

EIRR was calculated for a series of 

distribution projects; details are not given 

in the RRP. 

2959: MFF Power 

Transmission 

Investment 

program – Loan  2 

$110.2 million, 

December 2012 

EIRR 28% (as in L2848) Return on sub-projects has been 

combined; details are not given in the RRP. 

2848: Power 

Transmission 

Investment 

Program – 

Tranche 1  

$20.5 million, 

December 2011 

EIRR 28%  Details are not given in the RRP.  

2517: Renewable 

Energy 

Development and 

Network 

Expansion and 

Rehabilitation for 

Remote 

Communities  

$151 million, 

March 2009 

No EIRR reported in RRP Project is to a) construct mini hydropower 

plants, b) expand grid access to remote 

communities, and c) includes a TA for 

renewable energy development.  

2353: MFF Mong 

Duong 1 Thermal 

Power Investment 

Program – Loan 1  

$27.9 million, 

October 2007. 

Closed Feb 

2014 

EIRR 23.9 (for L2610: 

MFF Mong Duong 1 

Thermal Power Project – 

Tranche 2 ) 

For Loan 2610: MFF Mong Duong 1 

Thermal Power Project – Tranche 2 

2225: Northern 

Power 

Transmission 

Expansion (Sector) 

Project 

$360 million, 

December 2005 

EIRR 23.1% Time-slice approach used with a distinction 

(explained graphically) between non-

incremental and incremental consumption 

and an estimate of willingness to pay. 

However, the parameters used are not 

explained fully. No switching values are 

given.  

EIRR = economic internal rate of return, MFF = multitranche financing facility, PCR = project completion report, PVR = project 

completion report validation report, RRP = Report and Recommendation of the President. 

Sources: Reports and Recommendation of the President of relevant projects. 

 

32. The PCR for the Northern Power Transmission Sector Project recalculated the EIRR estimates at 

appraisal stage. It adjusted for cost overruns, delay, and the specification of the without-project case. 

The PCR’s recalculated EIRR is substantially reduced to 14.7% from 40% at appraisal. This is still 

acceptable, but is well below the original estimate. The reduction is largely due to the extreme 

assumption in the original analysis of no further investment in the without-project scenario, which 

overestimates benefits to the system attributable to the transmission expansion. 

 

33. As part of this assessment, EIRRs of selected energy projects were reestimated to assess the 

impact of known factors like cost overruns, delays, and revised demand projections and alternative 

more realistic without-project scenarios, where available. Given the time available, these are not full 

revaluations and do not replace PCR recalculations. However, they do give an indication of the impact 

of key factors like cost overruns and project delays. Table 8 summarizes the recalculated EIRRs for the 

energy projects and the assumptions on which they are based. 
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Table 8. Recalculated Economic Internal Rates of Return  

of Selected Energy Projects 

Loan Number/ 

Project Name 

Appraisal Estimate of 

EIRR (at RRP Stage) 

Mission Estimates of 

Revised EIRR/ENPV Assumptions 

2225: Northern Power 

Transmission Expansion 

(Sector) Project 

EIRR=23%,  

ENPV=D111,087 billion 

EIRR=11%,  

ENPV=–D10,922 billion 

 local cost overrun of 

$22.5 million (4.3% 

of original capital 

cost) deflated to 

2007 prices; 

 delay of 4 years in 

operations from 

original 

commencement 

date;  

 same phasing of 

capital cost; and  

 no adjustment to 

benefits given in the 

RRP other than a 

delay  

2610: MFF Mong Duong 

1 Thermal Power Project 

– Tranche 2 

 

EIRR=23%,  

ENPV=$888 million 

EIRR=16%,  

ENPV=$405.2 million 

 cost increase of $510 

million; all over-run 

costs are 

construction cost 

deflated to 2007 

prices; and 

 benefits are 

unadjusted, but 

delayed by 2 years.  

D = Vietnamese dong, EIRR = economic internal rate of return, ENPV = expected net present value, RRP = Report and 

Recommendation of the President. 

Sources: Independent Evaluation Department evaluation team’s calculations. 

 

34. The recalculation of the EIRR of the Northern Power Transmission Expansion (Sector) Project 

includes the impact of a 4-year delay and a small local cost increase borne by NPT. Capital costs have 

only increased by roughly 4% and the original benefit estimates in base-year prices are assumed to 

remain valid. This will underestimate benefits where some parts of the improved system started 

working during the project construction and before final completion. The new EIRR is therefore subject 

to this caveat. However, having funds tied up in a project at a relatively high opportunity cost of 12% 

annually in real terms creates a significant cost in terms of foregone benefits. The recalculated EIRR is 

11%, compared to 23% at appraisal. The project is now marginal and the absolute loss in income can 

be seen by the negative economic net present value (ENPV) at 12% of minus D10,922 billion. 

 

35. For the MFF Mong Duong 1 Thermal Power Project (Tranche 2), both a large capital cost 

increase of $510 million and a delay of 2 years in commencing operations are allowed for. The capital 

cost increase is assumed to cover construction costs and is deflated to base-year prices. Benefits are 

delayed by 2 years, but are not adjusted. The effect of these twin adjustments reduces the recalculated 

EIRR to 15% from 23% at appraisal. The present value at 12% of the income loss in base-year dollars is 

$483 million, given by the difference between the original and the revised ENPV figures, which is 54% 

of the original ENPV. The project remains viable, but there is a substantial loss in present value terms. 

 

36. Both of these calculations use actual figures for delays and capital costs, and they are 

conservative in not adjusting for any lower-than-expected real benefits. Given that several energy 

projects have been subject to delays, the cost of waiting can reduce substantially their net benefit to 
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the economy. For these reasons, this assessment does not concur with the CPSFR’s rating of efficient 

and rates the energy program less than efficient. 

 

4. Sustainability 

 

37. Financial sustainability to cover operations and maintenance costs is an issue in several sectors, 

including energy. This is despite the fact that projects include loan covenants that sufficient resources 

should be made available after project completion to allow project assets to be maintained. The CPSFR 

notes that these covenants have not always been complied with. While the CPSFR acknowledges that 

sustainability in the sector ‘is a challenge’, it rated the energy program as likely sustainable. 

 

38. EVN has run into financial difficulties in the past, principally because nominal tariff increases 

have not kept pace with increases in generation and transmission costs. From 2008 to 2011, EVN’s 

annual net operating margins were negative. Its debt grew from D86 trillion in 2007 to D246 trillion in 

2012. In 2012, its financial performance reversed quickly, recording a net operating margin of 13%. 

This was mainly due to high rainfall levels allowing extra low cost of hydropower production and an 

increase in tariff rates (footnote 3). Future financial performance of EVN will be determined in large 

part by the extent to which there is a lag between cost increases and tariff adjustments. If it is treated 

as a separate accounting entity, NPT is in a similar position and its future financial viability will be 

linked directly to the agreed transmission charge.  

 

39. The PCR for the Northern Power Transmission (Sector) Project questioned the sustainability of 

operations given the concern over EVN’s financial position and whether tariff adjustments would be 

allowed in line with cost increases. However, the PCR rated the project as likely sustainable on the 

grounds that the government would adhere to its commitment to tariff increases. The PCR did not 

provide adequate evidence on EVN’s financial position, the PVR notes. The PVR revised the rating to less 

than likely sustainable. 

 

40. The CPSFR’s rating of likely sustainable is based on the revision of the process of setting tariffs. 

A TA on transmission charges has been implemented and NPT confirmed that a cost-recovery 

transmission charge would be applied. Current tariff policy as set out in decrees issued in 2013 and 

2014 is to adjust tariffs for cost increases outside the control of generators every 6 months. Increases of 

up to 10% should be approved by the Ministry of Trade and Industry and above this by the Prime 

Minister’s Office. With relatively low rates of inflation, this system, if applied consistently, should foster 

future financial sustainability for the sector. Furthermore, the CPSFR points to a policy-based loan that 

ADB, the World Bank, and other donors are putting together to fund continued efforts in power sector 

reform. Revision of tariff setting is listed as one of the objectives of the reform program. 

 

41. Affordability for the poorest groups does not appear to be a major issue. A low lifeline tariff is 

applied for consumption of up to 50 kilowatt/hour per month and households categorised as poor 

receive a lump-sum cash transfer (D30,000/month in 2014) for energy related expenditure.
15

  

 

42. Another key aspect of sustainability relates to the managerial and institutional capacity of the 

entities operating the sector. Several RRPs comment on the limited capacity of project management 

units and the need for capacity building support to bodies like EVN, NPT and ERAV.
16

 Several TA 

projects have been used to provide support with what are perceived as satisfactory results. The CPSFR 

does not highlight institutional capacity as a major constraint on sustainability in the sector.  

 

                                                           
15

 The share of electricity, housing, sanitation, and water expenditure in the income of the bottom quintile of the income 

distribution, at 4.7% in 2012, while higher than for other groups, is not significantly higher. See ADB. 2015. Assessment of 

Power Sector Reforms in Vietnam: Country Report. Manila. 

16
 For example, problems with the technical capacity of the Northern Power Project Management Board  have been identified. See 

ADB. 2012. Project Completion Report: Northern Power Transmission Sector. Manila. 
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43. Sustainability depends on the judgement made regarding future policy on user tariffs and 

transmission charges. The government appears serious about tariff reform. Given its apparent 

commitment to a regular adjustment of electricity tariffs and a realistic transmission charge, and the 

proposed policy-based loan in this area, the assessment concurs with the CPSFR’s rating of likely 

sustainable. 

 

5. Development Impacts 

 

44. The CPSFR assessed the CPS activities against the three key objectives of the program—inclusive 

growth, enhanced economic efficiency, and environmental sustainability. In 2007–2015, ADB approved 

loans for energy worth more than $2 billion, roughly divided equally between transmission and 

generation.
17

 While there are significant time lags for energy investments, at least five of these projects 

would have come on-stream over the period and contributed to either expanded transmission facilities 

or higher generation capacity. The main focus of electricity projects is normally growth rather than 

inclusive growth, particularly since Viet Nam has a very high electrification rate for its income level, at 

around 98%.
18

 

 

45. However, ADB projects would no doubt have contributed to increased access to electricity per 

household. Per capita consumption of electricity increased by 30% between 2010 and 2013. The EIRR 

estimates in RRPs indicate the forecast of a positive contribution of energy projects to economic 

welfare. Delays and cost overruns reduce efficiency and the size of these benefits. The recalculations for 

this validation report indicate that in at least one case, the reduction due to a delay of 4 years may 

have been so large as to create net costs. In terms of outcomes over the whole sector portfolio, returns 

to investment are likely to be still positive, but not as positive as expected initially. 

 

46. How far these gains go to poor people is very difficult to estimate. One project has a clear 

inclusion objective—the Renewable Energy Development and Network Expansion and Rehabilitation for 

Remote Communities Project. It aims to expand grid access to remote communities. It also supports 

mini hydropower schemes in remote mountainous areas that are difficult to link with the grid. This 

project is not yet completed and has been delayed. The CPSFR cites it as an example of project with an 

inclusion aspect, given an expansion in the number of poor households connected to the grid.
19

 The 

likely scope of the re-designed project will cover double the number of households than originally 

planned, from 100,000 to 200,000. After the completion of the first phase of the project, 40,000 

households have already benefitted.
20

 In addition, a small grant of $3 million was made available to 

subsidize connection charges for very poor households. For other transmission projects, it is difficult to 

link the project explicitly with serving poor households, although they, along with others, can be 

expected to benefit from the economic growth that electricity provision will help to create. 

 

47. The CPSFR argues that the Song Bung 4 Hydropower Project also provides a good example of 

inclusion as it is located in an area inhabited by poor ethnic minority communities. Resettlement 

included a livelihood and training program funded by the Japan Fund for Poverty Reduction designed 

to improve community skills and health awareness. The CPSFR suggests that the grant contributed to 

reducing the poverty incidence of the affected people, although no evidence on its impact is presented. 

  

48. The Electricity Transmission Pricing Review in the Context of Power Sector Restructuring TA 

Project is the clearest example of an initiative to improve efficiency. It reviewed electricity transmission 

                                                           
17

 Although only two loans were granted for generation projects, the comparison with transmission is skewed by the large loan 

of $0.9 billion to Muong Dong 1; data provided by the resident mission during evaluation mission. 

18
 In 2004, the national electrification rate was 94%, although for the bottom quintile it was 85%. See ADB. 2015. Assessment of 

Power Sector Reforms in Vietnam: Country Report. Manila. 

19
 Information provided by EVN during evaluation mission suggests that part of this expansion is due to project redesign with 

three of the mini hydro projects dropped to allow more investment in transmission. 

20
 ADB. 2013. Back-to-Office Report: Renewable Energy Development and Network Expansion and Rehabilitation for Remote 

Communities Project. Manila. 
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pricing to help NPT set an appropriate charge. However, some of the TA projects aimed at supporting 

environmental sustainability will also have important efficiency implications. These include the 

following TA projects: Support for the National Target Program on Climate Change with a focus on 

Energy and Transport, Capacity Building of Renewable Energy Development, and Developing the 

Market Readiness for a Domestic Carbon Market.    

 

49. The Capacity Building on Environmental Management to the Power Sector TA Project, which 

was completed in 2010, provided technical support and training to EVN. The province of Quang Ninh 

also received technical support on pollution control and environmental management issues. The TA was 

rated successful by SERD, but the PCR notes that it will be important for EVN and the provincial 

government’s environmental department to commit resources for upgrading their environmental 

management practices. Environmental safeguard requirements have generally been met on all projects. 

In 2013, the resident mission organized a series of workshops for executing agencies on compliance 

with ADB safeguards. 

 

50. Rising greenhouse gas emissions are a growing problem in Viet Nam, which is one of the most 

disaster-prone countries in the world. In 2012, Viet Nam was one of the 10 countries considered to 

have the greatest proportion of their economic output exposed to natural hazards.
21

 The emissions 

intensity of both energy production and GDP has been rising since the 1990s, with the relative shift 

towards thermal supply. About 54% of carbon dioxide emissions from the energy sector are from coal-

fired power plants and 40% from gas-fired power plants. The Power Master Plan VII gives priority to 

power generation from renewables, but states at the same time that coal-fired power plants are 

targeted to account for 48% total generation capacity in 2020 and 52% in 2030. The country’s 

nonconventional renewable energy has been generated by small hydropower plants, which accounted 

for 3.8% of total generation in 2013. However, wind and other nonconventional sources contribute a 

very small proportion of total capacity. Carbon dioxide emissions from electricity in the next few years 

are, thus, not expected to decrease significantly without active intervention (footnote 3).  

 

51. ADB’s lending program has done relatively little to address the problem of greenhouse gas 

emissions. Relatively few projects have an explicit environmental protection or improvement focus. The 

planned Energy Efficiency Program in the Industry Sector did not proceed. The Song Bung 4 

Hydropower Project is ADB’s first large hydropower project and therefore contributes to adding a 

cleaner form of energy to the grid. At 136 megawatts, the project, however, contributes a very small 

proportion of total generation capacity. The Renewable Energy Development and Network Expansion 

and Rehabilitation for Remote Communities Project installed mini hydropower plants, but again its 

capacity is small.  

 

52. The main form of impact of ADB’s program is through the expansion of the power sector by 

increasing transmission and generation capacity. ADB has exerted some effort to reach poorer 

communities in remote locations, but on the lending side there is relatively little focus on 

environmental concerns. Overall, this assessment rates the development impacts of the energy program 

as satisfactory, with a caveat that the problems relating to efficiency of projects have reduced the scale 

of this positive impact. 

 

E. Overall Rating 

 

53. The overall rating is 1.8, which is successful. The score is lower than in the CPSFR due to a lower 

rating for the criteria on relevance and efficiency (Table 9). 

 

 

                                                           
21

 Thanh Nien Daily. 2012. Disaster-prone Vietnam faces huge growth risks: report. 17 August. 

http://www.thanhniennews.com/society/disasterprone-vietnam-faces-huge-growth-risks-report-5659.html 
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Table 9. Overall Sector Rating 

Criteria Relevance Effectiveness Efficiency Sustainability Impact Overall 

Final Review 3 

(highly 

relevant) 

2 

(effective) 

2 

(efficient) 

2 

(likely 

sustainable) 

2 (satisfactory) 2.2 

Validation 2 

(relevant) 

2 

(effective) 

1 

(less than 

efficient) 

2 

(likely 

sustainable) 

2 (satisfactory) 1.8 

Sources: ADB. 2015. Country Partnership Strategy Final Review Validation: Viet Nam, 2012-2015. Manila; Independent Evaluation 

Department evaluation team’s calculations. 

 

F. Issues and Lessons 

 

54. This assessment identifies the following issues and lessons. 

 

55. Identifying priority areas of ADB’s energy program. Viet Nam’s energy sector faces several 

challenges. These include attracting private investment either through BOTs or public-private 

partnerships to help cover the large financing gap to fund the expansion of power generation, as well 

as to complete the full electrification of the population by extending access to remote and 

mountainous areas. Similarly, the country’s renewable energy capacity remains underdeveloped, and 

the government has yet to introduce greater competition, initially at the wholesale stage. The 

discussion in the CPS, 2012–2015 identified many of these aspects, but there is little evidence of a 

prioritization of ADB support. ADB appears to have responded to requests rather than taking a more 

strategic view. 

 

56. Addressing operational challenges. Project delays often stem from problems with resettlement 

and land acquisition, and bidding procedures. While it appears that there may no longer be significant 

differences between ADB and government criteria on resettlement and land acquisition, finding a viable 

solution for households affected is an ongoing cause of delay. Bidding is complicated by differences in 

procedures between the government and ADB. In addition, the government’s wish to keep some 

contracts small to allow local contractors to bid, while understandable in terms of local linkages, has 

complicated the administration of the bidding process.
22

 ADB requires that local contractors have 

experience of similar sized projects and should not be public sector entities. However, the country’s 

private sector still lacks experience. 

 

57. Promoting environmental sustainability through energy investment. As discussed, Viet Nam’s 

carbon dioxide emissions from electricity are increasing. This aggravates global climate risks, which 

make floods, storms, tropical depressions and other natural disasters more intense. ADB recognizes the 

importance of environmental sustainability in disaster-prone Viet Nam. It has primarily used TA projects 

to foster this agenda. However, the scope of ADB’s interventions directly promoting environmental 

sustainability, particularly through energy loans, could be scaled up.  

 

G. Recommendations 

 

58. Given the identified issues and lessons, this sector assessment draws the following 

recommendations: 

 

 ADB needs to decide where it can play the most effective role in addressing the 

challenges in Viet Nam’s energy sector. Many of the issues do not require major 

funding but rather TA projects and other knowledge products to support policy 

change. If ADB can contribute to strengthening the reform process, this will in turn 

reduce some of the funding gap and the need for donor support.  

                                                           
22

 The Northern Power Transmission Sector Project has 96 contracts. 
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 Delays caused by factors discussed above have been an ongoing issue for a number of 

years, and the potential for delay is meant to be addressed in project preparation. 

There is clearly a need for a pragmatic application of ADB procedures in this 

environment. It seems clear that the more authority can be delegated to the resident 

mission, with a commensurate increase in staff levels, the easier it will be to oversee 

project implementation in a satisfactory manner. 

 

 To help advance environmental sustainability in Viet Nam, ADB needs to support a shift 

in the balance of generation capacity away from emission-intensive thermal sources to 

counter the rising levels of emissions from the sector. It can also help introduce greater 

energy efficiency particularly from industrial users. With Viet Nam’s currently 

underdeveloped renewable energy sector, energy efficiency programs can contribute 

more to reductions in emissions than shifts in the sources of generation.  

 

 


