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I. PROJECT DESCRIPTION 
 
A. Rationale 
 
1. The Outer Islands Electrification (Sector) Project was designed to address the poor 
electricity supply in the outer islands of the Maldives, where the majority of the country’s poor 
resided and were constrained economically and socially, partly as a result of the poor electricity 
supply.1 The project was part of the least-cost development plan for the power sector of the outer 
islands and a high priority for the government. The project also formed part of the Asian 
Development Bank (ADB) strategy for regional development and poverty reduction for the outer 

                                                 
1 ADB. 2001. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Republic   

of Maldives for the Outer Islands Electrification (Sector) Project. Manila. 
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islands of the Maldives.2 The project aimed to improve electricity supply in 40 outer islands on a 
sustainable and affordable basis; thus, promote local economic development, improve the 
standard of living in the outer islands, and reduce the poverty and vulnerability of the outer island 
populations—thereby reducing the significant population pressure on the main island of Malé.  
 
B. Expected Impact  
 
2. The expected impact as indicated in the project framework of the report and 
recommendation of the President (RRP) was the reduction of poverty and vulnerability of the 
outer island populations and the reduction of population pressures on Malé through balanced 
economic growth and equitable regional development. Performance targets were (i) improved 
quality of electricity supply in the outer islands to promote local economic development, and (ii)   
improved quality of life and reduced vulnerability of the outer island populations. 
 
C. Objectives or Expected Outcomes  
 
3. The expected project outcomes were improved electricity supply, capacity building of 
sector institutions, and strengthened legal framework for island electricity supply utilities. The 
respective performance targets were the (i) upgrading of electricity supply systems in 40 outer 
islands on a sustainable and affordable basis; (ii) building the capacity of island electricity supply 
utilities, including strengthening the sector regulator—the Maldives Electricity Bureau (MEB) and 
capacity building of agencies concerned, such as the Ministry of Planning and National 
Development (MPND) and the Ministry of Atolls Administration (MAA); and (iii) enhanced 
ownership and accountability of island communities for the electricity supply systems in the outer 
islands. 
 
D. Components and Outputs  
 
4. The project consisted of three components. Part A component was aimed at expanding 
and augmenting the power supply systems in 40 outer islands to serve about 8,500 households. 
It will also provide assistance in engineering and project design, preparation of subproject 
appraisal reports, procurement and contract awarding, construction supervision, and in building 
the project management capacity of relevant government ministries. 
 
5. Part B component was to build the capacity of sector institutions. Among others, it was 
aimed at assisting MEB in developing its professional capacity and in establishing safety and 
quality standards of electricity supply. This component was also designed to strengthen the 
capacity of the MPND to carry out benefit and poverty monitoring and evaluation (BPME). 
 
6. Part C component was to strengthen the legal framework of the outer islands power 
supply utilities. It was to provide legal advisory services to the Attorney General's Office in 
developing a legal framework for island power supply utilities, cooperatives, and community 
groups. This component also includes training concerned agencies in cooperatives and their 
operation and management, and in cooperatives law. 
 
E. Provision of Inputs  
 
7. ADB provided a loan of $8 million (equivalent to SDR6.32) from its Asian Development 
Fund and the borrower provided $2.6 million equivalent in local currency. At loan closure, the 

                                                 
2 ADB. 1995. Country Operational Strategy Study: The Republic of the Maldives. Manila. 
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ADB loan amounted to $9.48 million in view of the appreciation of the SDR against the dollar. 
ADB financed about 70% of the total cost of the project including all foreign exchange costs and 
a minor portion of the local currency costs. The government financed the rest of the local 
currency costs and provided public land as required for expansion or for new works. 
 
8. At loan closure, the cost of the outer islands project was 50% higher than envisaged at 
appraisal. This was attributed to the substantial increase in the required inputs. For instance, 
equipment costs increased during the project. The appraisal cost estimate was done when costs 
of electrical equipment were generally low. However, international prices of electrical equipment 
began to increase in the early 2000s.3 Also, the project completion report (PCR) indicated the 
increased cost for consulting services largely as a result of the need for more consultancy 
services than what was originally envisaged.4  The PCR also noted the poor performance of the 
first batch contractor, which required the contract to be terminated and inevitably caused delays 
and increased costs in completing the affected subprojects. Thus, consultancy costs were 36% 
higher than estimated at appraisal even though capacity building under part B of the project was 
not implemented. 
 
F. Implementation Arrangements 
 
9. The international consultants were engaged for design and assistance in supervising the 
installation of the electrical systems under part A. Under part B, for preparing the training 
programs and providing training to local residents at subproject sites in preparation for their 
taking over ownership and accountability for the local electricity supply systems. Under part C, 
the project engaged a local consultant to provide legal advice to the Attorney General's Office to 
strengthen the legal framework for the outer island electricity supply units. 
 

10. The implementation of the project did not go well. The Ministry of Finance and Treasury 
was set up as the executing agency for the project and the MAA as the implementing agency. 
Day-to-day implementation was carried out by a project management unit (PMU) within the MAA. 
A project coordinating committee chaired by the MAA was formed to provide guidance and 
assistance to the PMU. Although the organizational structure appeared sound, ADB staff and 
consultants found the MAA to be understaffed and inexperienced. Project decisions (that should 
have been made at the PMU level) were required to be made at the project coordinating 
committee level, or at an assistant minister level, which resulted in delays as members at that 
level worked only part time on the project. Frequent reorganization of the civil service also saw 
MAA responsibility being transferred to four different ministries.  
 

11. There were considerable difficulties in implementing the subprojects. Government loan 
approval, procurement, and award of contracts in the early stages of the project were all late. 
The first major contract for the implementation of batch 1 subprojects was poorly managed and 
had to be terminated. The government institutions—MEB and MPND—were indifferent toward 
the capacity-building programs and both institutions withdrew from the programs. Late in its 
project schedule, the government changed the structure of the legal framework for owning and 
managing the island electricity supply systems—from an island development committee (IDC) 
structure to a regional utility company (RUC).5 The lateness of the decision was such that neither 
structure could be implemented before project closure. As a result of these deficiencies (or as 

                                                 
3 This was largely attributed to significant increases in input prices and labor costs in the manufacturing countries. 
4 ADB. 2011. Completion Report: Outer islands Electrification (Sector) Project in Maldives. Manila. 
5 Regional Utility Companies, which were established in December 2009 around the time of project closing, are 

responsible for managing all utility operations on all inhabited islands within each jurisdiction. 
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contributing factors), the project was delayed for over 4 years, costs increased by 28%, and only 
19 subprojects were implemented.  
 

12. Notwithstanding the setbacks, the subproject electricity supply systems were of high 
standard and each of the utility owners and/or operators, at the time of handover, received 
training in management, and operation and maintenance of the facilities. Although not in the 
original plan, the placing of the responsibility of most of the subprojects with RUCs is expected to 
be a satisfactory mode of managing the subprojects. 
13. Covenants relating to the implementation of works, and technical and financial 
management were generally well complied with despite implementation delays; but covenants on 
institutional strengthening for MEB and MPND were, as indicated above, disappointingly not 
complied with. All 19 island subprojects were built to a high standard and did not carry any 
significant risk, in the short term, in terms of electricity supply except for the need to continue a 
high level of maintenance. 
 

II. EVALUATION OF PERFORMANCE AND RATINGS 
 

A. Relevance of Design and Formulation 
 
14. The PCR rated the project relevant. The project remained relevant to the government’s 
development thrusts. It was consistent with the government’s goal of promoting a more balanced 
economic growth in the outer islands to ease the population pressure on Malé. The project also 
was in line with the ADB country operational strategy, especially on the initiative to improve 
electricity supply on the outer islands.  
 

15. However, this validation notes a few shortcomings on project design. Contract variations 
on a few islands entailed extensive redesign since these involved changes to powerhouse 
locations. Also, the delayed formulation and passage of the Cooperative Societies Act, which 
was to enable electricity cooperatives to be legally constituted on outer islands, subsequently 
delayed the implementation of part A component. During project preparation stage, the difficult 
process of passing the legislation could have been anticipated so that back-up plans could have 
been undertaken. Additional attention could have been exerted during project formulation in 
considering the timing of passing of such legislation and the time needed for it to have its full 
effect. These imply weaknesses in project design. Nonetheless, part A proceeded eventually 
without the formation of legal entities or the signing of sub-loan agreements between the 
government and the authorities on each island. The 19 subprojects for part A were considered 
well designed and appropriately constructed. On the whole, this validation also rates the project 
relevant. 
 

B. Effectiveness in Achieving Project Outcomes 
 

16. The PCR rated the project less effective. The first envisaged outcome was to improve 
electricity supply in outer islands through project works implemented under part A. Under this 
component, completion of the 19 subprojects was far fewer than the 40 subprojects planned at 
appraisal. These benefited 28,709 residents from a much-improved electricity supply, although 
this was far below the 45,000 residents targeted at appraisal. Of the 40 islands prioritized by the 
government for inclusion in the project, 10 were not interested, 1 was destroyed by the 2004 
tsunami, 3 were deemed uneconomic, 5 were not appraised for lack of sufficient loan funding, 
and 2 were subsequently included in a tsunami-recovery project funded by ADB. 
 

17. The second planned outcome was to build the capacity of sector institutions under part B 
of the project. A report on the organization and staffing of the MEB, including detailed accounting 
systems and tariff-setting guidelines were completed. However, these reports were not used by 
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the MEB, which withdrew from the project and declined assistance in developing technical 
standards and operating procedures. Training on BPME was provided to MPND staff. However, 
the staff either transferred to other ministries or left for further education. As such, the MPND 
declined to participate in the planned BPME. Thus, no baseline survey work took place as 
intended. The PCR indicated the absence of “buy-in” on the part of agencies that were targeted 
for institution building, largely due to lack of stake on the subprojects. 
 
18. The third targeted outcome of strengthening the legal framework for the outer islands 
power supply utilities was not fully achieved. The Cooperative Societies Act was passed in 
January 2007, which was already too late for establishing legal entities on each of the subproject 
islands. These entities were envisaged to operate each subproject and take responsibility for 
repaying subsidiary loans. The PCR indicated that island authorities proceeded to operate the 
facilities as they were completed without subsidiary loans in place. Thus, this validation rates the 
project less than effective.  
 
C. Efficiency of Resource Use in Achieving Outputs and Outcomes 
 
19. The PCR rated the project less efficient. Part A component took more than twice the time 
envisaged at appraisal to be completed, and project costs escalated over this time. It noted that 
the government subproject appraisal process took over 2 years while the bid evaluation for the 
first contract package took over 1 year. This was further exacerbated by the poor performance of 
the contractor, alongside the problem of an understaffed MAA. The contract was terminated in 
June 2007, more than 2 years after it was awarded, leading to delays and major increases in 
cost. The PCR also reported a number of contract variations that had unduly increased project 
cost and implementation delays.  
 

20. This validation notes that an ex-post economic analysis was not undertaken. This could 
largely be attributed to the failure by the government to compile project-related statistics needed 
for the analysis. The PCR provided an indication of reduced electricity distribution losses on 
three subprojects. However, the PCR also indicated that the government was subsidizing around 
60% of domestic electricity charges on subprojects in the outer islands, thus discouraging 
efficient electricity use. Given these, this validation also rates the project less than efficient. 
 
D. Preliminary Assessment of Sustainability 

  
21. The PCR rated the sustainability of the project less likely. The project was formulated as 
an electricity sector project whereby the current system owners and/or operators on individual 
islands were to become the legally constituted IDCs. Of the subprojects, 19 were implemented 
with a high standard of design and construction, and successfully operating at the time of project 
closure. Local operators received training in subproject operation and management as the works 
on each island were handed over to the respective local owners. However, the government 
formulated another plan placing the responsibility and ownership of the subprojects with RUCs. 
RUCs were established in December 2009 at the time of ADB project closure. An RUC was 
established for each of the seven outer provinces, and each was responsible for managing all 
utility operations on all inhabited islands within its jurisdiction. The technical operational 
performance of RUC subprojects was difficult to assess as these RUCs were in their early stages 
of operation at the time of project closure. However, the PCR noted that RUCs were responsible 
for utility operations across a range of sectors, including water, sewerage, waste management, 
and cooking gas supply. Some of these other functions were considered only marginally 
financially viable, and their investment requirements were likely to exceed the funds recovered 
through operations. This validation has the same view as that of the PCR regarding RUCs. Even 
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if the power sector was to achieve full cost recovery, the financial position of the RUCs could be 
undermined by their other responsibilities. 
 

22. With the government’s late establishment of RUCs, the PCR noted that the technical 
capacities of the RUCs and the remaining IDCs are not known at this time. There was no post- 
commissioning appraisal of the RUCs and IDCs. Also, the technical capacity of the Maldives 
Energy Authority (MEA), which replaced the MEB, is in question. The MEB declined to 
participate in the institutional capacity building program during implementation of the project. The 
sustainability of the subprojects is in the hands of these institutions and because of their 
unknown capacity and poor record of engagement in capacity building, this validation considers 
the technical sustainability of the subprojects to be at some risk. 
 
23. The PCR also indicated that all subprojects in the upper north region were likely covering 
their direct operating costs. However, in most cases, the margin was too narrow to cover 
depreciation and generation replacement costs. For subprojects in the south central region, 
operating or financial records were not available. Thus, the PCR was not able to quantitatively 
evaluate their operation. The availability of technical expertise on each island varied significantly, 
and the requisite financial management and tariff-setting expertise was scarce. In the case of two 
subprojects operated by the island councils, the total revenue received from the subprojects is 
unlikely to fully cover the fuel component of their direct operating costs. Thus, funds had to be 
continually injected by the local communities. Based on the above review, the financial 
sustainability of the project is also rated by this validation less than likely.  
 
E. Impact  
 
24. The PCR did not rate the project’s impact. However, it correctly pointed out that most 
residents of the subproject islands were benefiting from better quality and reliability of electricity 
supply as a result of improvements in the generation equipment and the distribution networks. 
Most of the consumers had electricity connections before the start of the project but the majority 
of these were in a state of disrepair. The quality of electricity supply on the islands with 
completed subprojects was considered of a high standard. The PCR also reported that power 
consumption increased substantially since appraisal, with annual growth rate of up to 24%. The 
average domestic consumption per household had more than doubled on all subproject islands. 
A caveat is that some of this increase could be attributed to the significant government subsidy. 
Nondomestic consumption also increased, primarily because of increased government activity on 
each subproject island, the load required by new communications infrastructure, and additional 
street lighting load. Given these observed shortfalls in project performance, this validation rates 
project impact moderate. 
 

III. OTHER PERFORMANCE ASSESSMENTS 
 
A. Performance of the Borrower and Executing Agency 
 
25. The PCR rated the performance of the borrower partly satisfactory. It did not rate the 
performance of the implementing agency although it noted that the functioning of the PMU was 
derailed by frequent staff changes and a lack of operating continuity as a result of the civil 
service reorganization (para. 10). The relocation of the PMU to a series of departments also 
hindered its performance.  
 

26. Nonetheless, the PCR indicated that the executing and implementing agencies were 
committed to the project. However, difficulties encountered due to poor contractor performance 
and subsequent contract termination and the lack of sufficient personnel prevented them from 
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focusing on the institutional aspects of the project. Accordingly, this validation rates the 
performance of the borrower and the Ministry of Finance and Treasury less than satisfactory. 
 
B. Performance of the Asian Development Bank  
 
27. The PCR rated the project performance of ADB partly satisfactory. It noted the frequent 
staff changes that made it difficult to properly monitor the project’s implementation. The PCR 
also reported that project performance for implementation was satisfactory for the first 5 years of 
the project; it was only in the sixth year that performance started to be rated as partially 
satisfactory. 
 
28. Major issues that should have drawn the attention and action of ADB included the (i) poor 
performance of the MAA, (ii) major government organizational changes, (iii) number of 
subprojects being completed, and (iv) institutional capacity development programs, among other 
things. Also, there was no substantive high-level discussion between ADB and the government 
on how these issues might be addressed. Nonetheless, the ADB staff was able to generally 
coordinate with the government to resolve administrative issues, especially those requiring timely 
approvals. This validation also rates the performance of ADB less than satisfactory.  
 
C. Others 
 
29. Safeguard issues on the project were minimal. As new project facilities were constructed 
on public land, there were no resettlement issues. The structures were small buildings for 
housing generating equipment and underground electrical wiring. Construction activities 
produced minor impacts. The project was able to provide proper fuel storage facilities and 
exhaust systems, including features to reduce generator noise. There were no anticorruption or 
fiduciary issues, and gender issues arising from the project. 
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 
 
A. Overall Assessment and Ratings 
 
30. Overall, this validation rates the project less than successful based on the criteria ratings 
of relevant, less than effective, less than efficient, and less than likely to be sustainable (see 
table). This is consistent with the overall PCR rating and its ratings of individual criteria. Given 
observed shortfalls in project performance, the project is likely to achieve a moderate impact. 
  

Overall Ratings 
 

Criteria PCR IED Review Reason for Disagreement
and/or Comments 

Relevance Relevant Relevant  

Effectiveness in achieving 
outcome 

Less effective Less than effective  

Efficiency in achieving 
outcome and outputs 

Less efficient Less than efficient  

Preliminary assessment of 
sustainability 

Less likely Less than likely  

Overall assessment Partly successful Less than successful  
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Borrower and executing 
agency 

Partly satisfactory Less than satisfactory   

Performance of ADB Partly satisfactory Less than satisfactory   

Impact Not rated Moderate Refer to para. 24.  

Quality of PCR  Satisfactory Refer to para. 35. 

ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = project completion report. 
Note: From May 2012, IED views the PCR rating terminology of "partly" or "less" as equivalent to "less than" and 
uses this terminology for its own rating categories to improve clarity. 
Source: ADB Independent Evaluation Department. 

 
B. Lessons 
 
31. The PCR provided eight lessons that covered the areas of island selection, utility 
management, RUCs, capacity of MAA, communications, project management, ADB supervision, 
and systemic challenges with outer islands. This validation finds that the PCR adequately 
addressed all of the lessons to be learned on the outer islands electrification project and 
endorses those lessons. It also notes that most of the problems on the project and addressed in 
the lessons relate to issues that should be normal in the planning and implementation of a 
project. 
 
C. Recommendations for Follow-Up  
 
32. The PCR provided five appropriate recommendations that this validation endorses. The 
recommendations covered the following: (i) for future projects, ADB should realistically appraise 
technical, financial, economic, safeguard, and other major project inputs before loan approval; (ii) 
ADB should evaluate government staff resources realistically and provide additional consulting 
support as required, before loan approval; (iii) need for technical assistance to improve 
institutional capacity and establish organizational management structures; (iv) future power 
sector assistance in the Maldives should include capacity building for the MEA and the RUCs; 
and (iv) need to address the excessive government electricity subsidies to consumers, which 
discourages efficient use of electricity.  
 
33. This validation further recommends that ADB should take some action with the 
government to reduce the risks and improve the sustainability of the subprojects. As indicated in 
previous sections, the risks include the unknown technical capability of MEA and RUCs and the 
unknown financial capacity of subprojects, given government subsidies. 
 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 
 
A. Monitoring and Evaluation Design, Implementation, and Utilization 
 
34. Monitoring, communications, and data collection by the MAA were hampered by staff 
shortages and frequent changes in institutional organization. As a major part of the project under 
part B, an intensive program for institution capacity building for the MEB was prepared but the 
MEB withdrew from the program with no achievement. Another program on BPME was planned 
for the MPND staff but the staff were subsequently transferred to other ministries or left for 
further education. In the end, MPND declined to participate in the BPME program so no pre- 
construction baseline survey was carried out as intended. Monitoring of implementation by ADB 
during bank missions was hindered by the government disarray, but probably also by the 
frequent ADB staff changes—8 project officers over the duration of the project. 
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B. Comments on Project Completion Report Quality  
 
35. The quality of the PCR is rated by this validation satisfactory. The PCR is clear, and 
consistent in style and format from section to section. It is also consistent with the PCR 
Guidelines (PAI 6.07A)6 and relevant IED guidelines. The PCR is generally complete in terms of 
evidence except that it should have carried out an EIRR and FIRR analysis or provided an 
explanation why not. The assumptions and methods of the FIRR and EIRR analyses at appraisal 
were generally sound. The PCR treatment of methodology or lack of methodology of monitoring 
and surveys was appropriate; having reported on the consultant’s extensive discussions with 
local communities when designing the subprojects and the lack of government participation in 
the capacity building programs. The treatment of safeguard issues on the implementation of the 
subprojects was adequate, noting particularly that MPND withdrew from the BPME capacity 
building program and the BPME became defunct. No exogenous factors were identified by the 
PCR or by this validation. The PCR provided 16 lessons and four recommendations of good 
quality. 
 
C. Data Sources for Validation 
 
36. This validation relied mainly on the PCR, RRP, country operational strategy study for 
Maldives, back-to-office reports, and various aide mémoire. 
 
D. Recommendation for Independent Evaluation Department Follow-Up 
 
37. This validation recommends the conduct of a project performance evaluation with 
emphasis on conducting ex post financial and economic analyses, and measuring the 
socioeconomic impact of the project to the extent possible. ADB needs to follow-up on 
monitoring project performance indicators and on measures to improve the sustainability of 
subprojects.  
 
 

                                                 
6 ADB. 2009. Project Completion Report for Sovereign Operations. Project Administration Instructions. PAI 6.07A. 

Manila. 
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