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I. PROJECT DESCRIPTION 

A. Rationale 

1. The report and recommendation of the President (RRP) noted that electricity is a key 
input for achieving the 7 percent (%) average economic growth target for Viet Nam up to 
2010.1 The industry sector was expected to maintain an above average growth rate of 10.5%, 
and 8% for the services sector over this same period, which meant that the demand for 
electricity would likely grow at an annual rate of 13%. Any shortage of power could result in a 
slowing down of the economy and underachievement in poverty reduction targets. To meet the 
demand in electricity in northern Viet Nam, the government and the Electricity of Viet Nam 
(EVN) decided to construct a 500 kilovolt (kV) ring transmission system around the major load 
centers in the north, covering Hanoi, Haiphong, and Quang Ninh. 
 
2. The government’s Comprehensive Poverty Reduction and Growth Strategy recognized 
the critical role played by large-scale infrastructure in achieving poverty reduction. 2  The 
strategy stressed the direct and indirect impacts of infrastructure bottlenecks, the need to 
enhance efficiency, and the importance of generating growth and employment. Moreover, the 

                                                 
1 ADB. 2004. Report and Recommendation of the President to the Board of Directors: Proposed Loan to the Socialist 

Republic of Viet Nam for the Northern Power Transmission Sector Project. Manila. 
2 Government of Viet Nam. 2002. Comprehensive Poverty Reduction and Growth Strategy. Hanoi. 
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government approved a new Power Sector Strategy (2004–2010)3 in October 2004, with the 
following objectives: (i) provide electricity access to the national economy and the entire 
population of Viet Nam, (ii) increase the operating and/or technical efficiency of the electricity 
sector to optimize the use of scarce investment resources, and (iii) ensure system reliability 
and quality of electricity supply, among other things. 
 
3. The strategy of the Asian Development Bank (ADB) for the power sector of Viet Nam 
was consistent with the government’s goals. The Country Strategy and Program Update for 
2005–2006 had the following objectives: (i) ensure stable power supply for economic activity 
through financing and implementation of needed power sector infrastructure projects;            
(ii) promote financial and fiscal sustainability by unbundling EVN into generation, transmission, 
and distribution companies; (iii) create an enabling environment for private sector participation 
in a competitive power market in Viet Nam; (iv) encourage expansion of rural electrification 
subsystems and the use of renewable energy sources for power generation; and                    
(v) encourage the transfer of power in the Greater Mekong Subregion by providing assistance 
to Viet Nam to improve its power transmission infrastructure. 

B. Expected Impact 

4. The expected impact of the project was stimulation of economic growth in the northern 
part of Viet Nam to contribute to the reduction of poverty in this region. Indicators to measure 
achievement of the impact were based on meeting the government targets for economic 
growth. 

C. Objectives or Expected Outcomes 

5. The expected outcomes were an expanded and strengthened northern electricity 
network and improved efficiency of the power sector through the restructuring and 
commercialization of EVN units. By 2010, the network was expected to be able to handle 
6,150 megawatts of peak load. On institutional capacity, an electricity law was to be 
promulgated, a regulatory authority for the power sector was to be established, EVN thermal 
generation units were to be corporatized by December 2007, and a national transmission 
company was to be established by June 2009. 

D. Outputs 

6. Project outputs consisted of (i) a 500 kV transmission line from Quang Ninh to Thuong 
Tin, (ii) a 500 kV substation at Quang Ninh, (iii) the upgrading of Thuong Tin 500 kV 
substations, (iv) the construction and upgrading of 220 kV substations, and (v) the upgrading 
of the supervisory control and data acquisition (SCADA) system and associated 
telecommunications system.  

E. Provision of Inputs 

The project design consisted of two components: Part A was concerned with outputs (i)–(iv), 
and Part B was focused on the establishment of the SCADA system, that represented output 
(v).  Part A was comprised of 23 potential subprojects that were identified at appraisal, 11 of 
which were appraised. At project completion, 19 subprojects were funded under part A. One 

                                                 
3 Decision No. 176/2004 Q D-77G, Government of Viet Nam. 
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Part A subproject remains to be completed. The scope of Part B was reduced and the SCADA 
output was not implemented, as it was developed by a third party.  
7. The total cost of the project at appraisal was $273.6 million. Part A was to cost $188.2 
million or 68.8% of the total project cost while Part B was estimated at $24.3 million or 8.9% of 
the appraised total project cost. Resettlement, consultancy, taxes and duties, and interest 
during construction accounted for $61.1 million or 22.3% of the total appraised project cost. 
International consultants were to assist in the (i) commissioning of the supervisory control and 
data acquisition system and telecommunications equipment, and (ii) upgrading of associated 
computer hardware and software at load dispatch centers. The total project cost of $246.0 
million was lower than the original estimate of $273.6 million. Most of the shortfall resulted 
from a reduction in the scope of Part B and from a $6 million overestimation in foreign-cost 
interest during construction. The $15 million drop in local costs resulted from a reduction in the 
number of Part A subprojects, foreign currency gains of $3.5 million arising from progressive 
devaluation of the dong, and a $6.7 million overestimation of local-cost interest during 
construction.  

 
8. ADB provided a loan of $120 million from its ordinary capital resources to help finance 
the project. The loan has a 25-year term, including a grace period of 5 years, an interest rate 
determined in accordance with the London interbank offered rate-based lending facility of ADB 
and a commitment charge of 0.75% per annum. Agence Française de Développement (AFD) 
also provided €40 million (approximately $50 million) to cofinance the project. The interest rate 
was set at the 6-month European interbank offered rate with an option of converting to a fixed 
rate, a grace period of 5 years, and a repayment period of 15 years. The government was to 
provide the balance in counterpart financing for civil works, taxes, and duties. ADB and AFD 
loans were onlent to EVN at the interest rates of ADB and AFD, plus an onlending fee of 0.2% 
per annum. EVN assumed the foreign exchange risk. 

 
F. Implementation Arrangements 
 
9. Part A was implemented by NPPMB, a subsidiary of EVN that specializes in 
construction management. Part B was implemented by the National Load Dispatch Centre 
(NLDC), which controls the operation of the national power supply system. The project 
was implemented as a sector loan with EVN approving Part A subprojects which were not 
identified at appraisal.4 The National Power Transmission Corporation (NPTC) took over the 
country’s high-voltage transmission facility assets and operational responsibilities when it 
became a subsidiary of EVN in 2008. Although the NPTC had no formal role in project 
implementation, it was authorized by EVN to endorse procurement and disbursement 
documents prepared by the NPPMB. This added another layer to project administration and 
extended the time taken for approvals.  Procurement was complex, with 43 packages being 
tendered. Resettlement issues proved difficult to resolve and contributed to the delays in 
project implementation. 
 
10. One social and five financial covenants were not complied with in this project.5 On 
some transmission line subprojects, resettlement action plans were developed on a piecemeal 
basis corresponding to construction activities. This measure achieved the objectives of the 
social covenants, but was not in accordance with the text of the loan agreement. The use of 

                                                 
4  Para. 30 of the PCR states that “EVN as the executing agency had responsibility for project implementation and 

was directly responsible for approving subprojects to be funded under the loan.” 
5 Four covenants were partly complied with. These covenants dealt with resettlement plan implementation, tariff   

adjustments and audit reports. 



 4

section-based resettlement plans did not adversely affect the safeguards of any subproject 
and was a pragmatic and reasonable approach. The financial performance of EVN 
deteriorated during 2005–2011. By 2010, EVN was in breach of all the financial performance 
ratio covenants, including the self-financing, debt service, and debt–equity ratios. Tariff 
increases failed to maintain the gross margin on sales of electricity. Thus, the return on capital 
employed of 5% in 2005 fell to –2% in 2011, largely because tariff increases did not keep pace 
with inflation and because of higher interest costs, which accounted for 8% of income. The 
project financial statements prepared by EVN external auditors were compiled from the 
records of disbursement by ADB and AFD, but did not account for local contributions or the 
carrying values of assets in the borrower’s accounts. The auditor’s reports were an insufficient 
assurance that the equipment financed by ADB and AFD have been used as intended. 
 
11. The project environmental impact was assessed as Category B. The project completion 
report6 (PCR) indicated that initial environmental examinations were undertaken for each new 
Part A subproject. The substations and transmission lines were designed to avoid 
environmentally sensitive areas and thereby mitigating the risk of environmental damages. 
The installation of equipment under Part B was made within the control rooms of existing 
substations and had little if any environmental impact (PCR, para 45). There is no discussion 
in the RRP or the PCR on the social rating, although it is noted that households were to be 
compensated, resettled, and rehabilitated according to an approved resettlement action plan. 
A total of 6,302 households were affected.  

 
12. An international resettlement consultant was to be engaged to assist in the preparation 
of subproject resettlement action plans, guide and supervise resettlement committees, and 
train the NPPMB and resettlement committees. An independent local resettlement monitoring 
consultant was to be engaged to conduct a baseline economic survey on a representative 
sample of project-affected people, and periodically monitor compliance with the approved 
resettlement action plan. It was estimated that about 4 person-months of international 
consultants and 36 person-months of domestic consultants would be needed. 

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

13. The PCR rated the project highly relevant. It noted that the project was part of an 
economically beneficial and financially sound investment program that helped the government 
achieve its goal of sustained high economic growth, which was sufficient to help reduce the 
number of people living below the poverty line. It noted some shortcomings in the design in 
part B, which was due to a lack of an evaluation of load dispatching facilities and inadequate 
due diligence during project appraisal. However, this component was reassessed and 
satisfactory progress was made during the midterm loan review. The PCR went on to 
summarize expectations presented in the RRP and compared them with actual achievements 
(PCR, Table 4). In this validation’s view, a comparison between expectations and 
achievements is not the appropriate basis for assessing relevance. 
 
14. The relevance section of the PCR did not discuss the consistency of project objectives 
with the country’s development priorities and with ADB sector and country strategies. It did not 
clarify the relevance of the proposed project in addressing country or sector development 

                                                 
6  ADB. 2012. Completion Report: Northern Power Transmission Sector Project in the Socialist Republic of Viet Nam. 

Manila. 
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constraints. It also did not discuss the appropriateness of project design. In sum, the PCR did 
not adequately provide justification for the highly relevant rating. 
 
15. Nevertheless, as discussed in paras. 1–3 above, this validation finds the project 
consistent with the government’s Comprehensive Poverty Reduction and Growth Strategy and 
Power Sector Strategy of 2004–2010. It was also consistent with the ADB Country Strategy 
and Program Update for 2005–2006. The project directly addressed transmission bottlenecks 
that jeopardized economic growth and reduction in poverty. This validation also finds that the 
project was appropriately designed to address these infrastructure constraints. Therefore, this 
validation concurs that the project was highly relevant. 

B. Effectiveness in Achieving Project Outcomes and Outputs 

16. The PCR rated the project less effective. Although the PCR found that the use of 
subprojects from the power sector master development plan in Part A was highly effective and 
efficient in formulating the project and intended outcomes were achieved, it noted two 
shortcomings. First, the NPPMB was ineffective in planning and implementing safeguard 
measures that met ADB standards. This resulted in delays and contributed to a shortfall in 
national transformer capacity by the end of 2010.Second, the advantages of the sector lending 
modality were not fully utilized because all but one subproject was identified prior to loan 
approval and the loan was not fully committed by financing additional subprojects. 
 
17. This validation disagrees with the PCR’s assessment. As illustrated in Appendix 1 of 
the PCR (Project Framework), all outcomes and outputs of the project were achieved. If there 
was a shortfall of transformer capacity on a national level, as the PCR states, it is not clear 
why this is a consequence of the project. Although the entire sector loan was not fully utilized, 
outcomes and outputs were achieved as envisaged at appraisal. There is no requirement for 
the borrower to utilize the sector loan in its entirety. Moreover, the issues of transformer 
capacity shortfalls and loan utilization are efficiency issues, rather than effectiveness. In this 
validation’s view, since project outcomes and outputs were achieved, the project is rated 
effective. 

C. Efficiency of Resource Use in Achieving Outputs and Outcomes 

18. The project was rated efficient in the PCR. The PCR took a sector-wide reevaluation to 
evaluate benefits that could be attributed to investments that would likely have been deferred 
or dropped if the 2005–2010 development program was curtailed. The economic internal rate 
of return (EIRR) for the power sector investment program was estimated at 14.7%. The main 
drawback of this approach in calculating the EIRR is the uncertainty of the counterfactual. 
There are many alternate scenarios that could be postulated for a situation where the 
investment program is deferred or cancelled. It also assumes that demand in the “without-the-
program” scenario would still be met as in the “with program” scenario—an assumption that is 
likely unrealistic. 
 
19. In this validation’s view, an EIRR should have been calculated for the project on its 
own. Project capital and operating and maintenance costs were readily available and 
economic benefits of the project could have been derived with a plausible counterfactual, 
namely, the northern power system without the project. Given the importance of the project to 
the economy of the region and the demand for electricity, the effect of delays in outputs 
between 1–4 years would likely have been significant. Thus, this validation rates the project 
less than efficient. 
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20. The PCR discussed financial efficiency in the section on Efficiency of Resource Use in 
Achieving Outcome and Outputs. Financial aspects of projects are issues related to 
sustainability—not efficiency—and should be discussed in the appropriate section of the PCR. 
 
D. Preliminary Assessment of Sustainability 

21. The PCR rated the project likely sustainable. It stated that project facilities are integral 
components of essential infrastructure that will continue in operation regardless of changes in 
ownership, organization, and operation. Transmission and substation facilities visited during 
the project completion mission were well maintained and the remote terminal units were found 
to be well protected in customized cabinets. The PCR indicated that the EVN was in a weak 
financial position and that sustainability of future investments was less certain. Success of 
ongoing investment and plans for development of a power market were deemed to be 
dependent upon the forbearance of donors, as much as on the intrinsic merits of current plans 
and programs. 
 
22. In this validation’s view, the PCR provided inadequate justification for the likely 
sustainable rating. The PCR should have provided an analysis of the financial position of EVN 
and assessed what would be required to ensure that funding would be available for the 
operation and maintenance of all assets of the NPTC. The PCR should also have discussed 
the institutional capacity of the NPTC to operate and maintain its assets. Given the evidence in 
the PCR, particularly EVN’s financial weakness, this validation rates the project less than likely 
sustainable. 

E. Impact 

23. The project had little environmental impact. The substations and transmission lines 
were designed to avoid environmentally sensitive areas and equipment for the supervisory 
control and data acquisition system and associated telecommunications were installed in 
control rooms of existing substations and had little environmental impact. While land 
acquisition and resettlement proved to be a difficult process, it appears it was implemented 
without any unanticipated negative consequences. The PCR did not rate impact. In this 
validation’s view, the project impact is highly significant. 

III. OTHER PERFORMANCE ASSESSMENTS 

A. Performance of the Borrower and Executing Agency 

24. The performance of the borrower, the executing agency, and implementing agencies 
was rated partly satisfactory in the PCR. Additional consulting services were required to meet 
the safeguard requirements of the subprojects, more than anticipated during project 
preparation because of a larger than expected number of affected households and the 
stringency of the requirements. The NPPMB was unable to address issues that arose, which 
were compounded by submission of substandard reports to ADB, requiring revision and 
resubmission. This resulted in the delay of several subprojects and placed a heavy 
administrative burden on ADB staff. The addition of the NPTC to the administrative approval 
process was unsatisfactory because its procedures were cumbersome and time-consuming 
and the staff was unfamiliar with ADB policies and procedures for procurement, land 
acquisition and resettlement, disbursement, and reporting. The PCR also noted that delays 
were incurred in the implementation of the supervisory control and data acquisition system and 
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associated telecommunications; however, the delays resulted in substantial cost savings in the 
equipment. 
 
25. ADB was aware at appraisal that the NPPMB had limited experience and provisions 
were made in the project for resettlement consultants to be engaged for supervision and 
capacity building. The PCR added that land acquisition and resettlement are contentious 
issues in Viet Nam and there is a need for improvement in the overall legal and policy 
framework. This validation concurs with the PCR rating of less than satisfactory. 

B. Performance of the Asian Development Bank 

26. The PCR rated the performance of ADB partly satisfactory. Delays in transmission and 
substation component were largely caused by safeguard issues, which stemmed from a 
flawed project preparatory technical assistance design. Much of ADB staff time during 
implementation involved addressing the substandard plans and reports received from the 
NPPMB. Most of the pre-appraised subprojects progressed to completion within the original 
time frame—a credit to the loan administration staff. Other aspects of implementation, 
including selection of consultants, procurement and disbursements, were satisfactory. 
Shortcomings in the SCADA system and associated telecommunications component stemmed 
from a lack of evaluation of load dispatching facilities and inadequate due diligence during 
project appraisal. This component was reassessed and satisfactory progress was made once 
plans were confirmed at a midterm loan review, when responsibility for loan administration was 
transferred to the ADB Viet Nam Resident Mission. ADB provided adequate advisory and 
training services for project implementation staff. 
 
27. The PCR rated the loan administration performance of ADB satisfactory. However, 
insufficient attention was paid by ADB to resolving the long delay in implementing Part B, and 
to overcoming lengthy government approval procedures that contributed to the delays caused 
by the implementing agencies. This validation concurs with the PCR rating of less than 
satisfactory. 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 

A. Overall Assessment and Ratings 

28. Overall, the PCR rated the project successful. It noted that all but one of the 19 
transmission lines and substation subprojects funded under the project were identified prior to 
loan approval and all were implemented. The project helped Viet Nam complete its ambitious 
power sector development program, which doubled the capacity of the power system and 
improved overall efficiency by reducing energy losses and economizing generation costs. It 
also noted that a time-slice analysis confirmed that the power sector investment program for 
the period 2006–2011 was economically beneficial and the project was an integral part of this 
program. 
 
29. The overall assessment in the PCR focused on effectiveness and efficiency; there was 
little mention of the relevance and sustainability criteria. Appendix 11 of the PCR provided a 
table that detailed how the successful rating was determined. Based on a similar calculation 
using validation’s ratings of the four core criteria, this validation concurs with the successful 
rating. 
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Overall Ratings 

  Criteria PCR IED Review Reason for Disagreement  
and/or Comments 

Relevance Highly relevant Highly relevant  

Effectiveness in 
achieving outcome and 
outputs 

Less effective Effective Project outcomes and outputs were 
achieved as expected at appraisal 
(paras. 17–18). 

Efficiency in achieving 
outcome and outputs 

Efficient Less than 
efficient 

PCR provided inadequate evidence for 
an efficient rating. The effect of delays 
in outputs during 1–4 years would likely 
have been significant to the economy
(paras. 19–20). 

Preliminary assessment 
of sustainability 

Likely 
sustainable 

Less than likely 
sustainable 

PCR provided insufficient justification 
for its rating. Evidence proved contrary 
to PCR’s assessment (paras. 22–23). 

Overall assessment Successful Successful  
Borrower and executing 
agency 

Partly 
satisfactory 

Less than 
satisfactory 

 

Performance of ADB Partly 
satisfactory 

Less than 
satisfactory 

 

Impact Not rated Highly significant See para. 24. 
Quality of PCR  Less than 

satisfactory 
See para. 36. 

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. 

B. Lessons 

30. The PCR identified four lessons. The PCR recommended that ADB should not approve 
funding for projects without independent evaluation and diligent review. The PCR questioned 
the sector loan approach because one subproject that was identified after loan approval took 
longer to process than planned. Delegation of loan administration to the Viet Nam Resident 
Mission improved the ability of ADB to monitor project. Lastly, cofinancing works well when the 
cofinancier accepts ADB rules and procedures for equipment procurement. 
 
31. This validation agrees with the last two lessons regarding the delegation of loan 
administration to the resident mission and to the common rules and procedures for procurement. 
However, this validation does not concur with the first two lessons. The first lesson pertaining to 
the conduct of an independent evaluation and review is, in essence, a recommendation. There 
is also little justification provided for this recommendation in terms of cost and effectiveness. 
The conclusion that the sector approach was ineffective because one subproject experienced 
delays seems unwarranted. 

 
32. In addition, ADB should have foreseen the risk of a new entity, the NPTC, which was 
significantly different from the designated implementing and executing agencies, and that this 
could possibly interfere in project implementation arrangements. At design, such risk should 
have been mitigated through appropriate loan and/or finance agreement clauses. This is an 
important lesson for future projects.  
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C. Recommendations for Follow-Up 
 
33. This validation concurs with the PCR recommendations and has no other 
recommendations to offer. 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Evaluation Design, Implementation, and Utilization 

34. The RRP did not include a monitoring and evaluation system during implementation of 
the project. Covenants required only that quarterly progress reports on investment components 
be submitted to ADB. A project completion report was also to be submitted to ADB within 3 
months of project completion. Performance was to be evaluated on the basis of performance 
indicators or targets stipulated in the project framework. The PCR did not provide a comment 
on the absence of a monitoring and evaluation framework. 

B. Comments on Project Completion Report Quality 

35. The major shortcoming of the PCR was the inadequate analysis and assessment of 
relevance, effectiveness, efficiency, and sustainability of the project. Project relevance was not 
adequately established and effectiveness in achieving outcomes was rated inappropriately 
given that all outcomes and outputs were achieved. The PCR did not attempt to calculate an 
EIRR for the project and erroneously discussed financial aspects to assess efficiency. The 
sustainability rating did not provide an assessment of the financial position of the executing 
agency or its institutional capacity. Overall, the PCR quality was less than satisfactory. 
 
C. Data Sources for Validation 
 
36. Data sources included the RRP, PCR, and back-to-office reports of review missions. 
 
D. Recommendation for Independent Evaluation Department Follow-Up 
 
37. The PCR recommended that a project performance evaluation be scheduled for July 
2013. This validation concurs that a project performance evaluation be undertaken. However, 
a performance evaluation is normally scheduled 2 years after project completion, which would 
schedule the evaluation for January 2015. 
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