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I. PROJECT DESCRIPTION 

A. Rationale  

1. In 2010, when the Java-Bali Electricity Distribution Performance Project (the project) was 
appraised, Indonesia was among the top 20 polluters in the world. Per capita greenhouse gas 
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emissions from the energy sector were rising steeply and, if unabated, they were projected to 
increase five-fold to about 1,200 million tons of carbon dioxide (tCO2) by 2025. In ratifying the United 
Nations Framework Convention of Climate Change (1994), the Kyoto Protocol (2004) and more 
recently, the Paris Agreement (2016), the government was committed to reduce greenhouse gas 
emissions.1  

2. Perusahaan Listrik Negara (PLN), the national power utility company, planned to invest $1.2 
billion in improving its electricity distribution network between 2010 and 2014, which targeted 
reducing distribution losses of over 8% at the time of appraisal and curbing CO2 emissions. The 
improvements to the distribution network would increase capacity and extend the service to new 
consumers through the installation of additional and larger conductors and additional transformer 
capacity. 

3. The project was designed to reduce CO2 emissions by lowering technical losses in the Java-
Bali distribution network. It also included a pilot program to reduce peak demand in island networks 
by promoting energy efficient lighting for residential consumers. On 22 March 2010, the Board of 
Directors of the Asian Development Bank (ADB) approved a loan of $50 million to the Government 
of Indonesia and the administration of a $1 million grant from the Clean Energy Fund (CEF). 
Earlier, on 30 September 2009, the administration of a $50 million loan from the Agence Française 
de Développement (AFD) was also approved.  

B. Expected Impacts, Outcomes and Outputs  

4. The project’s impact was reduced CO2 emissions by the Indonesian power sector, 
including an annual reduction of about 330,000 tCO2, and for certified emission reductions (CERs) 
to be sold in international markets under the Kyoto Protocol mechanism.  

5. The expected outcome of the project was to contribute to (i) PLN’s overall power distribution 
efficiency and quality of power supply, including deferral of $100 million investments in new 
distribution networks; (ii) reduced distribution losses from 8.4% to 7%; and (iii) a reduction in system 
average interruption frequency index (SAIFI) from 6.8 to 3 times per year per customer. The project 
outcome indicators are not measurable, only at grid scale. 

6. The expected project outputs were: (i) reduced distribution losses in Java-Bali resulting in 
a saving of 400 GWh per year by 2012; (ii) incremental sale of electricity by 635 GWh by 2012; 
(iii) increased access to power with 1.2 million additional customers connected to the distribution 
network by 2015; (iv) reduced peak demand by 20% to 30% in pilot island grid areas and 
increased awareness of efficient lighting options; and (v) efficient project implementation with at 
least 50% of all contracts awarded by September 2010. The project output indicators were only 
measurable at grid level. Since the efficient lighting component was restructured, the fourth 
indicator was not applicable.  

C. Provision of Inputs  

7. The project investments were in Jakarta, West Java, Central Java, East Java and Bali. 
These included (i) reconfiguring the power network by optimizing its location and size, including 
conversion from single- to three-phase medium-voltage lines; (ii) replacing old cable and 
overhead distribution lines; (iii) replacing overloaded low- and medium-voltage transformers; (iv) 

                                                
1  ADB. 2010. Report and Recommendation of the President to the Board of Directors: Proposed Loan and 
Administration of Loan and Grant to the Republic of Indonesia for the Java−Bali Electricity Distribution Performance 
Improvement Project. Manila. 
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adding transformer capacity low-voltage overloaded distribution lines; and (v) installing new 
switching stations and capacitors. 

8. Although advanced action for procurement and retroactive financing was approved, the 
signing of contracts only took place between August and October 2012, i.e., over a year after the 
loans became effective. The delay was caused by PLN’s extended review process of the bidding 
documents. The award of the installation contracts was also delayed, the first of which could only 
be signed in June 2013. Three installation contracts had to be rebid either because those 
tendering did not meet the minimum technical requirements or the bid price was too high. 

9. There were also considerable delays in carrying out installation works during execution. 
Causes of these delays include (i) frequent changes in the scope and location of network 
components —reflecting the dynamic nature of such investments— which was exacerbated by 
the initial delay at the start of project implementation;2 (ii) the longer time required to obtain an 
agreement from landowners and local administration; and (iii) the limited experience of the 
installation contractors in the implementation of multi-location works. The loan was eventually 
closed without disbursing all available funds. Some $10.9 million from the ADB loan and another 
$18.4 million from the AFD loan were not disbursed. The installation of all the equipment could 
not be carried out before the loan closing date. As such, PLN retained the uninstalled supplies, 
comprising 6% of cables, 19% of overhead conductors, and 21% of distribution transformers. The 
installation of equipment continued after loan closure and was only completed by PLN in early 
2017. 

10. Closing dates and scheduled disbursements suffered delays as well. The closing dates 
for both ADB and AFD loans was planned for 30 November 2012 and disbursements were 
scheduled over 30 months. However, the AFD loan closing was extended twice to 22 September 
2015, by almost 3 years and actual disbursement was done over 65 months, whereas ADB’s loan 
closing was extended twice to 25 April 2016 by 3.5 years and actual disbursements were over 71 
months.  The project cost was $83.9 million much lower than the estimated $120 million. The 
financing plan envisaged $50 million each from the ADB and AFD for all equipment supply 
contracts, a major part of the installation contracts and the consulting services. PLN was to 
contribute $19 million for the installation contracts, taxes and financing charges during project 
implementation and another $1.0 million was from the CEF for consulting services. ADB’s 
contribution was $39.1 million (22% lower) and AFD’s was $31.6 million (37% lower). Initially, 
both ADB and AFD loans were disbursed equally. But, when it was apparent that the AFD loan 
would be closed earlier, its share of payment was increased; hence, its higher disbursement. 
PLN’s contribution was $12.2 million. However, after loan closure, a further $9 million were spent 
on the installation of the remaining equipment, making its contribution higher than envisaged.3 

11. The lower disbursement of ADB and AFD loans was due to the differences between the 
quantities of planned and procured equipment, and the amount of uninstalled equipment at the 
time of loan closure. Due to the 3-year delay, the material requirements changed substantially 

                                                
2 PLN had initially identified the scope and locations in the Java-Bali distribution system where project components 

were to be installed. However, PLN had to carry out the works where needed and change the scope and locations 
of components to maintain the electricity supply quality and avoid overloading. This is the dynamic nature of network 
investments where priority shifts as conditions in one part of the network influences the integrity in other parts.   

3 While it is evident that PLN incurred significant costs for management of the project, the basis for determining the 
actual expenditure is unclear. Appendix 5 of the PCR shows that PLN’s Management Cost was $6,462,484, 
equivalent to $91,000 per month for the 71-month project implementation period. In terms of the cost of equipment 
supply and installation of $75.2 million, the total PLN management cost would be about 8.6% of the total. This 
validation considers this cost to be on the high side with no evidence provided justifying the high cost. 
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from the time of appraisal and the cost of installation works of materials not installed at project 
closing undertaken by the executing agency (EA). 

12. The cost of the implementation consultant was estimated at $1.0 million but the actual 
cost incurred was lower at $0.6 million, accounting for only 10 of the 15 person-months of 
international consulting services planned and 60 person-months of the 90 for national consultants 
engaged. The recruitment process was delayed so the contract was only awarded in June 2012. 
The scope of consulting services did not include any support for the procurement process. 
Furthermore, PLN was concurrently managing and supervising a much larger self-funded 
distribution network wherein works under the project were closely linked. The role of the 
implementation consultant was reduced to record keeping, i.e., mainly for reporting to lenders. In 
addition, the consulting services contract was not extended and a different consultant was 
engaged by PLN, using its own funds, to prepare its project completion report.  

13. The project was classified Category C for environment. All assets were installed along 
roads and in public property after obtaining an agreement with the respective administrative 
authority. Temporary disruptions were caused during the laying of underground cables but the 
land was restored after completion.  For involuntary resettlement, the project was category C.                         
The installation of equipment did not require any land acquisition.  The project was also classified 
as category C for indigenous peoples and benefited people from all ethnic groups.  

14. Financed as a grant by the CEF,4 the pilot project covering efficient lighting for residential 
consumers was intended to demonstrate a reduction in peak demand, through the replacement 
of incandescent lamps with compact fluorescent lamps (CFLs), and to obtain carbon credits for 
avoided CO2 emissions. There was, however, a 4-year lapse between the project preparation and 
implementation. Good quality CFLs were already being marketed commercially by the time the 
initial pilot project started. Implementation had to be delayed and the pilot project was 
reformulated twice. The pilot project was first modified to promote light emitting diodes (LEDs), 
which consumed less energy than fluorescent lamps and lasted longer, for streetlights. Since local 
governments owned the streetlights and PLN was not permitted to transfer assets procured under 
the grant to another entity, the pilot project was reformulated again to allow PLN to retrofit 933 
LED luminaires in its outdoor switchyards. Since PLN used the LED luminaires in its own facilities, 
the registration of certified emission credits for the avoided CO2 emission was not possible and 
the methodology could not be established. Based on measurements made by the consultants, 
the power drawn by each retrofitted LED luminaire was 150W less when compared to the type of 
lamps used earlier, which resulted in a lower load of 140kW for the 933 LED installed. About 64% 
of the grant was used for consulting services, but PLN was not happy with their performance.  

D. Implementation Arrangements  

15. The Government of Indonesia was the borrower for the ADB and AFD loans. The 
government and PLN entered a subsidiary loan agreement for relending the funds to PLN. The 
loans were not effective until some 12 months after signing because of legal issues over the 
subsidiary loan agreement. The CEF proceeds were passed on to PLN as a grant. 

16. The PLN was the project EA. The head of the Java-Bali Distribution Directorate in PLN 
headquarters managed the project with the support of a project management unit that undertook 
overall coordination. The responsibility for installation works was through the project 

                                                
4 The multi-donor Clean Energy Fund, under the Clean Energy Financing Partnership Facility, was established by 

the governments of Australia, Norway, Spain and Sweden and administrated by ADB.  
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implementation units established within each of the five distribution areas of the Java-Bali grid. In 
2015, PLN was restructured, where three regional directorates replaced the existing functional 
directorates. The project management unit was placed under the corporate planning department 
and the number of project implementation units was reduced to three. The PLN integrated the 
implementation of the project with its own larger expansion program of the distribution system in 
Java-Bali. Hence, the role of the project implementation consultant was limited to assisting PLN 
in reporting activities.  

17. There were 58 covenants in the financing and project agreements, 46 of which were fully 
compliant and seven only partially complied with the requirements. Due to restructuring, PLN did 
not submit quarterly progress reports and project completion reports on time. This required closer 
and more frequent coordination between the ADB’s project team and PLN’s implementation units, 
which helped improve project monitoring and supervision during the last year of project 
implementation. The ADB waived four financial covenants during 2014–2015 upon the request of 
PLN when the government reduced the subsidy transfer to PLN, preventing the achievement of 
the self-financing, debt and operating ratios, and submission of financial forecasts covenants. 
Another covenant required PLN to publicly disclose how loan proceeds were being used and other 
procurement related matters. Although PLN did not disclose the information, procurement notices 
were publicly disclosed in ADB’s website.  

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

18. This validation has similar assessment with the project completion report (PCR) in rating 
the project relevant because it is aligned with the government’s and ADB’s development priorities 
and strategies. The project design contributes to the ADB’s and Indonesia’s policies on climate 
change by increasing the efficiency of the largest power grid in Indonesia through the reduction 
of technical losses which decreases the emission of greenhouse gas for the same power output. 
This effort is particularly substantial in Indonesia due to its high emission factor of 635 tCO2/GWh.5  

19. The intended outcome was aligned with the government’s development strategy and 
ADB’s country and energy sector strategies. The project components were structured to help (i) 
improve the distribution efficiency and quality of power supply, which would consequently 
increase sales with the same level of electricity generated; and (ii) supply electricity more reliably 
to a larger number of customers, including industrial and commercial customers. The reduction in 
distribution losses would also enable PLN to supply to new consumers without additional 
generation capacity. However, the indicators and targets in the design and monitoring framework 
(DMF) were not properly designed. This hampered implementation monitoring and impact 
evaluation of the project (see paras. 27 and 34 for details). 

20. The pilot project for peak load reduction using energy efficient lighting and the proposed 
registration of certified emission credits under the grant component was well intended and 
relevant at the time of preparation (2009). Since the targeted households were already using 
energy efficient lighting at the time of implementation (2012), the component could not be 

                                                
5 ADB. 2017. Guidelines for Estimating Greenhouse Gas Emissions of Asian Development Bank Projects: 

Additional Guidance for Clean Energy Projects. Manila. 
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implemented as designed, as it was no longer relevant and had to be reformulated twice6 —PLN 
would have achieved reduced peak loads by retrofitting lighting systems in its own facilities rather 
than by distributing CFLs to consumers.7 In order to avoid this issue, PLN should have carried out 
a rapid field survey to find out whether at project appraisal, there were enough incandescent 
lamps to justify the pilot component. 

21. This validation notes that the project procurement plan structured the installation contracts 
in large packages, which required international competitive bidding (ICB). This issue caused the 
engagement of inadequate installation contractors specialized in transmission rather than 
distribution. Furthermore, PLN’s project implementation units were only used to small local 
contracts and had no experience in handling large international tenders, which added to a lack of 
market assessment for distribution contractors, caused major delays in project implementation. 

B. Effectiveness in Achieving Project Outcomes and Outputs 

22. The PCR rated the project effective and rightly highlighted that the project-level outcomes 
and outputs could not be measured directly since the project assets were installed in different 
locations across the Java-Bali network. Also, assumptions and extrapolations were necessary to 
evaluate the impact.  

23. Aggregated CO2 emissions from the growing power sector in Indonesia continued to 
increase because of the constant growth in energy demand and the addition of new customers. 
Hence, the impact indicator of CO2 emission reduction was not appropriate or applicable to the 
project. The reduction of distribution losses and the use of energy efficient lighting, however, 
enabled a reduction of CO2 emissions per unit of electricity generated. 

24. It was not possible to measure the first outcome indicator “deferred investments in 
distribution network” because PLN was carrying out, in parallel, large investments in new 
distribution networks to connect 4.5 million additional customers. Outputs could not be measured 
on a project-basis and were only possible on a grid-basis since the different inputs were integrated 
across several locations in the Java-Bali network. Based on PLN’s published statistics for the Java-
Bali grid, the distribution losses for the overall network decreased from 7.3% in 2013 to 6.3% in 
2016, with energy savings of 8,920 GWh in 2015 for the whole network. Assuming the project’s 
contribution to the loss reduction were proportional to the overall grid and given that the 
contribution to energy savings were conservatively estimated, 8  the project achieved                       
Outputs 1 and 2.  Output 3 was partially achieved because the project only contributed to 
approximately half of the targeted 1.2 million new customers. 

                                                
6 As the initial design was not possible to implement, the project scope was changed twice. First, it aimed at retrofitting 

streetlights in nearby townships, but it was not possible due to ownership issues between the EA and the local 
governments. Second and as a last resort, the new scope was to retrofit the light points at PLN’s own substations. 
However, the targeted CO2 emission reductions were not achieved as 66% of the funds were used to pay for 
consulting services and not for retrofitting.  

7 The PCR also describes the implementation of efficient street lighting in two cities, which is not relevant to the 
project as it was funded under a separate regional technical assistance (ADB. 2013. Technical Assistance for Asia 
Energy Efficiency Accelerator. Manila (TA8483-REG approved on 10 October 2013)). 

8 The PCR calculated the avoided electricity generation after implementation. It accounted for the electricity lost in 
transmission (~2.5%) but not for the electricity self-consumption in the power plants, which could be as high as 7% 
for a modern coal-based power plant and about 2.5% for combined-cycle gas turbine power plant. Therefore, the 
CO2 emission reduction reported in the PCR is considered conservative.  
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25. Regarding the efficient lighting component (Output 4), the indicator’s baseline for the 
reduction in peak demand was not updated correctly at the time of project reformulation.9 The 
consultants’ measurements showed a 50% reduction in the power used by the LED luminaires 
(150W per unit), which would allow for a 140 kW total load. This load reduction was less effective 
as it occurred at the substation (supply origin) rather than at the consumption side. Furthermore, as 
PLN retrofitted the luminaires in its own facilities, no CERs could be associated to this component 
and the impact indicator of “receiving CERs for the avoided CO2 emissions” was not achieved. 
The socioeconomic benefit of reducing energy consumption and costs in 500,000 households was 
also not achieved, the component only helped PLN reduce their electricity consumption in their own 
switchyards. Hence, the pilot component is considered not effective. 

26. Output 5 targeted half of all the contracts to be awarded by September 2010, which is 3 
months after approval. This was not achieved until 2013 due to delays in procurement processes. 
Nonetheless, this validation remarks that a 3-month period was not a realistic target and too short 
for the procurement of such materials and installation contracts.  

27. This validation confirms the project rating of effective. The DMF indicators were not defined 
properly and cannot be used as a measuring scale or reference for impact achievement. The main 
objective of the project was to support PLN in improving the distribution network to reduce technical 
losses, save energy and reduce associated CO2 emissions, and increase access to reliable grid 
power supply. While the project, estimated conservatively and provided substantial support based 
on grid-level data taken from the PCR, the pilot light efficient component—which only accounted for 
1.4% of total cost—was not effective and had limited effect on the overall rating.  

C. Efficiency of Resource Use  

28. The recalculated economic internal rate of return (EIRR) at project completion was 22.9%. 
Although the value of the EIRR at project completion is greater than 18%, which suggests a highly 
efficient project, the PCR rated the project only efficient.10  

29. This validation accepts that the EIRR calculations need to be undertaken at the grid-level 
rather than on a project-basis, and agrees that the relationship of the costs and benefits at the 
project and grid levels are comparable. However, it notes that the losses were considered 
constant over 25 years with no assumptions of potential loss factor increase, given the rapid 
growth in demand and the progressive saturation of existing transformer capacity. The actual data 
for loss reduction and additional sales attributed to the project could not be computed accurately 
because of the wide geographical distribution of project interventions. 

30. Although the recomputed EIRR suggests a highly efficient project, it does not include the 
negative effects of process inefficiencies: (i) implementation started after more than 3 years of 
delay; (ii) both the ADB and AFD loans were not fully disbursed, with some $29 million or 29% of 
the total loan proceeds was unused; (iii) the CEF grant component did not achieve the expected 
outputs; and (iv) the ADB and PLN incurred higher monitoring and management costs because 
of project delays, changes in scope and location, and low performance of the consultants. Design 
inefficiencies made it not only difficult to measure the project impact but also negatively affected 
project implementation by incurring long delays and additional management and supervision 

                                                
9 The target to reduce by “about 300 kW in Java–Bali from the current maximum peak demand of 1,900 kW” does 

not relate to the actual 2015 power generation capacity of over 36,000 MW in Java-Bali. 
10  The Guidelines for the Economic Analysis of Projects states that the rating would be highly efficient if the EIRR is 

above 18%. 
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costs, along with the added supervision by the Indonesia Resident Mission. This validation also 
rates the project efficient. 

D. Preliminary Assessment of Sustainability  

31. Loss reduction for power utilities is essential for sustainable long-term operations and 
profitability, since revenues are maximized without increasing generation costs. The project 
helped improve the largest distribution network in Indonesia which allowed PLN to generate extra 
revenues and to continue improving and expanding the network.   
 
32. The PCR recalculated the financial internal rate of return (FIRR) for the project at the Java-
Bali grid-level, rather than on the project basis, at 26.1%. This calculation assumed incremental 
sales to include the subsidy provided to PLN and it may be discontinued in the future. The PCR 
also indicated the total subsidy was not regularly received by PLN. This validation revised the 
FIRR calculations by removing the subsidy and resulted in reduced FIRR to 20.7%. 
 
33. The PCR did not recalculate the weighted average cost of capital (WACC) at completion. 
However, it was revised for this validation using actual ADB and ADF disbursements, the reported 
PLN investment costs for the grid upgrade,11 and revised assumptions of long-term inflation rates 
at 4% per annum for local costs and 1.8% per annum for international costs. The updated FIRR 
of 20.7% exceeds the revised WACC of 2.1%, indicating a financially sustainable project. This 
validation supports the PCR rating of most likely sustainable.  

III. OTHER PERFORMANCE ASSESSMENTS  

A. Preliminary Assessment of Development Impact 

34. The development impacts as defined in the DMF were not achieved since total emissions 
increased and the project emission reductions from lower losses were neither registered nor 
certified. This validation notes that the impacts and indicators in the DMF were unrealistic or 
inappropriately defined, since it is not possible to reduce CO2 emissions in the Indonesian power 
sector, given its rapid growth and reliance on fossil fuels. The PCR measured the impact based 
on the contribution of the project to decreased CO2 emissions relative to a reduction of technical 
losses (not absolute emission reduction), which is more realistic.  

35. Following the PCR approach, the project had a substantial development impact. The PCR 
assumed that the project accounted for 50% of the loss reduction in the Java-Bali distribution 
network based on the project’s 65% contribution to total conductor replacement and to the 
addition of medium voltage conductors. The share of project investment against the Java-Bali 
network investment is only 11% of the total. Hence, the assumption that half of the gain is directly 
linked to the project is an over estimate because the additional transformer capacity, which also 
helps to reduce losses under the project, was only 9% of the total project investment.  

36. Access to electricity for new consumers and the associated incremental sales are also 
closely related to additional low voltage lines, which the project supported only around 5% of the 
cost and increased transformer capacity. This validation suggests a more conservative 
assessment of the share of loss reduction from the project to be about 25% instead of 50%.                
This would imply that the project’s contribution to CO2 emission reduction, because of reduced 

                                                
11  PLN investment costs are reported in local currency and the foreign exchange value for the calculations is at 11,000 

IDR per USD.  
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technical losses in the network, was 590,000 tCO2 per year—which is twice the target of 330,000 
tCO2 per year identified at appraisal. 

37. The significant reduction in outages contributed to the addition of 600,000 new customers. 
This is half of the target at appraisal and would have a positive impact on business by increasing 
productivity and creating employment opportunities. At the household level, the increased grid 
electricity connections and a more reliable power supply supported welfare improvement and 
increased economic growth through new income generating activities. The PCR notes that the 
project has contributed to the Java-Bali grid improvement and expansion but does not explicitly 
rate the development impact. This validation considers the project impact satisfactory.

12   

B. Performance of the Borrower and Executing Agency 

38. The PCR rated the performance of the borrower and the EA satisfactory, and assessed 
PLN’s management of the Java-Bali distribution network highly effective. This rating is based on 
the high growth rate in new customers and electricity sales, and the reduction in distribution 
losses.  

39. This validation acknowledges that managing large distribution rehabilitation and 
expansion projects is difficult and requires flexible implementation procedures. However, PLN did 
not procure materials or contractors efficiently, taking over 2 years since project approval to sign 
contracts with material suppliers, and over 3 years for the first installation contractor (i.e., 7 months 
after the planned loan closing date). These delays could have been mitigated if PLN had started 
procurement earlier as planned, through advance procurement, instead of having submitted the 
bid documents to ADB 6 months after loan approval. These delays led to a mismatch between 
the planned installation and material procurement contracts and the actual needs at the time of 
implementation, which prevented the full disbursement of both ADB and AFD loans. There were 
further delays during installation as PLN did not make the project sites available to installation 
contractors on time, due to difficulties in securing landowner agreements and permits in advance. 

40. The Ministry of Finance and ADB took over a year to sign the subsidiary loan agreement 
(SLA), due to different interpretations on the issuance of the legal opinion on the SLA. This was 
the first SLA approved for PLN since 2002 and there was little knowledge on such practice. This 
issue should have been identified and solved during project preparation. This validation rates the 
performance of the borrower and the EA satisfactory, as it acknowledges that some of the delays 
in procurement and legal matters were a result of the limited experience with ADB procedures 
after 8 years of disengagement. 

C. Performance of the Asian Development Bank and Cofinanciers 

41. The PCR rated ADB’s performance satisfactory. Project administration was delegated to 
the resident mission at an early stage, which allowed ADB to provide regular and effective support 
to PLN to address procurement and procedural matters, particularly after the implementation 
consultant contract was not renewed. ADB also extended support to cover the administrative 
requirements of the AFD loan after it had been closed. AFD’s performance is not discussed 
separately in the PCR. 

                                                
12  The project did not qualify for certified emission reductions as envisaged at the time of appraisal. However, the 

mechanism was not valid in 2015 and the focus on international emission trading has reduced after the Paris 
Agreement in 2015. The impact of this gap is considered negligible.  
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42. This validation notes that delays over contract signing, material availability, and project 
site changes were partly the result of (i) an unrealistic project time-schedule, (ii) the weak risk 
analysis undertaken at appraisal, and (iii) inappropriate assessment of the limited capacity of the 
borrower and the EA after a long period of disengagement with ADB. For example, the delays in 
processing the SLA for PLN could have been anticipated as well as the procurement of large 
installation contracts following the ICB modality may not have been the best option to hire 
distribution contractors.  Also, international tenders rarely go unhampered since many things can 
happen, including (i) not having enough qualifying bidders, (ii) long internal approvals, (iii) lengthy 
clarification processes, (iii) possible complaint procedures that freeze tenders, (iv) bids that are 
higher than budget availability, and (v) delivery time were longer than planned, among other 
causes of delays. While not all delays would necessarily occur, the project should have accounted 
for potential risks and allowed for extra time, which would have permitted more effective 
implementation, and eventually higher loan disbursements. This validation rates the performance 
of ADB less than satisfactory due to the deficient project design that affected implementation as 
well as the limited support to the borrower and the EA in dealing with ADB legal documents and 
procurement procedures. Nonetheless, this validation acknowledges the good performance of the 
Indonesian Resident Mission in supporting project implementation under challenging 
circumstances. 

D. Others  

43. The PCR rated the performance of the project implementation consultant, contractors and 
suppliers less than satisfactory. The PLN issued warning letters to one of the seven installation 
contractors because of low performance. The project implementation consultant provided minimal 
added value, so the PLN discontinued the contract. This required the ADB project team to step 
up its monitoring and supervision efforts. This validation confirms the less than satisfactory rating, 
although it recognizes that some issues were related to inadequate planning and coordination 
from PLN as the EA, and that international contractors experienced in transmission were hired to 
install distribution systems that require a different set of skills. 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS  

A. Overall Assessment and Ratings  

44. The project was challenging to implement, had long delays, with location changes and 
featured low-performance of its consultants and contractors. However, it achieved most of the 
intended outcomes. This validation also rates the project successful. The ratings are summarized 
below. 

Overall Ratings 

Validation Criteria PCR IED Review 
Reason for Disagreement 

and/or Comments 

Relevance Relevant Relevant  

Effectiveness  Effective Effective  

Efficiency  Efficient Efficient  

Sustainability Most likely 
sustainable 

Most likely 
sustainable 

 

Overall assessment Successful Successful  
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Validation Criteria PCR IED Review 
Reason for Disagreement 

and/or Comments 

Preliminary 
Assessment of Impact 

Not rated Satisfactory Twice the target of emission 
reduction, but half the target of new 
customers 

Borrower and 
Executing Agency 

Satisfactory Satisfactory  

Performance of ADB Satisfactory Less than 
satisfactory 

Design deficiencies that impaired 
implementation 

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

B. Lessons  

45. Country level lessons: None. 

46. Sector level lessons: This validation considers that projects targeting technical loss 
reduction and load optimization in power networks are crucial in reducing CO2 emissions, 
notwithstanding that overall CO2 emissions will increase with economic growth in developing 
countries. Promoting efficient power networks avoids installing incremental power generation to 
cover for the lost supply. It also increases the sustainability of the power utility business by 
generating extra revenue to reinvest in network improvement or expansion. The PCR highlighted 
that reducing technical losses would be a temporary solution to CO2 emissions reduction, if future 
investments do not optimize load requirements progressively.  

47. Project-level lessons: This validation agrees with the lessons highlighted by the PCR that 
the project need (i) a more realistic project implementation schedule that reflect the required time 
for procurement and delivery processes, and (ii) the use of a more flexible implementation approach 
for a multi-location distribution project. To mitigate implementation inefficiencies in future power 
distribution projects,  this validation adds that it is important to (i) design procurement plans tailored 
to the implementation of multi-location projects to allow for the participation of smaller local 
contractors with local experience and appropriate expertise; (ii) mitigate procurement delays by 
working closely with the EAs in preparing bid documents as well as in expediting reviews and 
clearances; (iii) prepare and discuss, in advance, the need of legal documents that may delay loan 
effectiveness; and (iv) carry out more comprehensive midterm reviews that would result in more 
substantial changes to improve project implementation.  

48. Results framework and methodology level lessons: The PCR clearly shows that 
monitoring and evaluating the project was difficult because of design issues with the original DMF, 
unrealistic impact statement, and indicators that could not be measured properly. As the project-
level indicators were not measurable due to the different project locations, the assessment was 
based on improvements of the whole Java-Bali distribution network. Such information is only 
available in annual reports from the power utility. Although the proxy indicator is accepted in this 
validation, it is not an accurate way of measuring the project contribution to development impact. 
This validation suggests that the project implementation consultant, or PLN as the EA, could have 
measured actual loss reduction and incremental electricity sales at three to five of the project sites, 
selected randomly, to obtain more accurate values.  
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C. Recommendations for Follow-Up  
 
49. This validation supports the PCR recommendations that PLN should continue monitoring 
the performance of the Java-Bali distribution network and publish pertinent information in its 
annual statistics. A project performance evaluation report may not be useful because of the 
difficulty in distinguishing the project outputs from those derived from the larger investment 
undertaken by PLN using its own resources.   
 
50. This validation further recommends for PLN to closely monitor and specifically report on 
the installation of the remaining goods procured under the project, which were carried out after 
loan closing date. 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Reporting 

51. The PLN monitored the project implementation as it was closely integrated in its own 
investments in the distribution network. However, the quarterly progress and monitoring reports 
were not always submitted on time and mainly covered physical progress, rather than on 
achieving project outputs. The PLN submitted its project completion report, prepared by a different 
consultant, when the contract for consulting services had already been closed.  

B. Comments on Project Completion Report Quality 

52. The PCR has been prepared in accordance with the guidelines. To facilitate this validation, 
related performance data was provided in an Excel file. There were some minor shortcomings in 
the EIRR and FIRR calculations where the WACC was not recalculated and self-consumption of 
electricity was not included. Nevertheless, the PCR provided a detailed description of all issues 
related to project implementation and the extension of deadlines. Key issues that affected the 
project were rightly highlighted and objectively analyzed. The PCR also provided valuable lessons 
that would help the implementation of similar projects in the future. It is rated satisfactory based 
on the criteria for assessing PCRs.  

C. Data Sources for Validation 

53. Data sources for the validation include the report and recommendation of the President 
and linked documents, the PCR, the loan mid-term review mission report, and the memorandum 
of minor change in scope.  

D. Recommendation for Independent Evaluation Department Follow-Up 

54. There is no need for further follow-up evaluation of the project. This validation suggests 
that the contribution of electricity distribution loss reduction operations towards lowering CO2 
emissions be examined under a future climate change mitigation-related study in Indonesia. Also, 
the lessons discussed in this evaluation could be included in a synthesis paper on implementation 
best practices of electricity distribution and rural electrification projects to support ADB operations 
as well as the legal and procurement teams that will prepare future power distribution projects. 
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