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I. PROJECT DESCRIPTION 

A. Rationale 

1. According to the report and recommendation of the President (RRP), 1  Philippine 
consumers were spending a large portion of their household income on energy. The country’s 
electricity tariffs were among the highest in the region. Total energy demand was projected to 
double by 2030 (from 2007), with electricity demand growing at a similar rate. Total installed 
power-generating capacity was 15,937 megawatts (MW) in 2007, generating about 59,600 
gigawatt-hours. Natural gas (32%), geothermal energy (17%), and hydropower (14%) were the 
main domestic primary energy sources, with oil- and coal-fired generation contributing the 
remaining 37%. Most of the growth in electricity demand was expected to be met by imported oil 

                                                
1  ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Loan and 

Administration of Grant to the Republic of the Philippines for the Philippine Energy Efficiency Project. Manila. 
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and coal. To provide adequate and reliable sources of electricity and address the issue of 
climate change, the government’s view in 2008 was that, the most effective solution over the 
short term would be to increase the use of indigenous renewable energy generation and 
promote energy efficiency. 

B. Expected Impact 

2. The project’s envisaged impact was reduced power-generation cost. During peak times, 
the marginal cost of generation was about 5–10 times more than the average cost of 
generation. Thus, average generation cost could be reduced when peak demand is reduced by 
using efficient lighting. 

C. Objectives or Expected Outcome 

3. The project’s expected outcome was a reduction in consumers’ energy costs with the use 
of efficient lighting. 

D. Outputs 

4. The project had seven intended outputs: (i) retrofitting of lighting in selected government 
buildings; (ii) provision of 13 million compact fluorescent lights (CFLs) to consumers; (iii) 
implementation of energy-efficient public lighting programs; (iv) expansion of the testing 
laboratory capacity and the establishment of a mercury waste management plant for fluorescent 
lighting by setting up a recycling plant and testing lab and have them operating by 2010; (v) 
establishment of a super energy service company (ESCO)2 with at least 6 public sector projects 
($3 million) and 15 private sector projects ($1 million) completed by April 2011; (vi) 
implementation of a certification scheme for energy-efficient buildings; and (vii) development 
and implementation of a communication and social mobilization program to make people aware 
of the energy-efficiency program by 2010. 

E. Provision of Inputs 

5. The project was approved on 29 January 2009 and became effective on 28 May 2009. It 
was envisaged to be completed within 2 years (May 2009−April 2011). However, it took more 
than 4 years to complete, with a total loan extension of 26 months (project completion report 
[PCR], para. 44). The loan and the grant were scheduled to be closed on 31 October 2011. The 
loan (2 extensions) was closed on 8 May 2014, and the grant (one extension) on 11 October 
2013.  
 
6. At appraisal, the project cost was estimated at $46.5 million. The Asian Development 
Bank (ADB) provided a loan of $31.1 million from its ordinary capital resources to finance the 
project. The Asian Clean Energy Fund under the Clean Energy Financing Partnership Facility 
provided grant cofinancing equivalent to $1.5 million to fund a communication campaign on 
efficient lighting. The government was to finance $13.9 million. Under a subsidiary loan 
agreement, the government was to make $7.5 million equivalent of the ADB loan proceeds 

                                                
2
  An ESCO is a private business that engages in a performance-based contract with a client to identify and 

implement energy-efficiency measures to reduce the client’s energy consumption at the client’s premises. A super 
ESCO aggregates activities of other ESCOs and brings financing for projects. It can take the form of a leasing or 
financing company to provide ESCOs and/or customers’ energy equipment on lease or benefit-sharing terms. It will 
also lead efforts to develop the ESCO industry with capacity building, knowledge management, and market 
development (PCR, para. 13). 
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available through relending arrangements to the super ESCO. The super ESCO was to bear the 
foreign exchange risk under this subsidiary loan agreement.  
 
7. According to the PCR,3 the actual total cost of the project at completion was $37.81 
million, which was about 81% of the original estimated cost. However, the budget for the 
government’s counterpart funding had to be subsequently increased by about 35% to cover the 
30% tax that was levied on foreign contractors and a 15% tax on local contractors for 
consultancy services. Thus, the total project cost was estimated at $43.65 million upon full 
payment of taxes. 

 
8. Loan proceeds had to be reallocated during implementation in view of changes in scope 
and scale. Funds earmarked for the super ESCO was reallocated to fund the retrofitting of 
additional government buildings and ancillary public lighting. Also, as the Department of Energy 
(DOE) decided to scale down CFL distribution from 13 million units to 8.6 million, a portion of 
the loan budgeted for the national residential lighting program was reallocated to energy 
efficiency testing and lamp-waste management. This reallocation was used to support the 
higher-than-expected costs of the lamp-waste management facility.4 The PCR indicated that the 
unallocated portion was reallocated to support the procurement of solar home systems for 223 
households, consultancy expenses for the development of extended producer responsibility and 
the service provider for the disposal of incandescent bulbs collected under the first CFL 
distribution (PCR, para. 36).  
 
9. The PCR noted a 70% utilization of the Asian Clean Energy Fund grant, which was 
originally aimed at engaging the services of a nongovernment organization to handle social 
mobilization activities in support of the CFL distribution. The bid requirements were revised to 
focus on communication activities for efficient lighting. Despite subsequent revisions, local 
organizations had difficulty complying with the bid requirements and providing the required 
goods and services. The PCR also noted that by October 2012 the second CFL distribution was 
completed. Hence, contracts for promotional as well as training and educational materials to 
support CFL distribution were no longer awarded. The DOE then decided to stop utilizing the 
grant since there was little time left for additional communications activities. 
 
10. The project was classified category B under ADB’s environmental category 
requirements. Environmental impacts of the lamp-waste–management facility were identified 
and appropriate mitigation measures were included in the initial environmental examination. The 
need for further environmental study was deemed not necessary. At appraisal, the RRP 
indicated that the project had no impact on involuntary resettlement and indigenous peoples 
(RRP, Appendix 13). The PCR did not discuss the project’s impact on these two areas.  
 
11. The RRP indicated that an international consulting firm was to be engaged to manage 
project implementation. The firm was to deliver 127 person-months of consulting services (40 
person-months of international and 87 person−months of national consulting). In addition, two to 
three individual consultants were to be hired under the advance action to develop bidding 
documents for the CFL and the waste management facility (RRP, para. 66). However, the PCR 
did not mention the actual number of consultants hired under the project as well as the 
corresponding person-months. No advisory technical assistance was attached to the project. 
 

                                                
3
  ADB. 2015. Completion Report: Philippine Energy Efficiency Project in the Philippines. Manila. 

4
  This was the result of the decision to get additional equipment that would allow the facility to process various types 

and sizes of mercury-containing lamps and to further upgrade laboratory testing at its new site (PCR, para. 36). 
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F. Implementation Arrangements 
 
12. DOE was to be the executing agency, responsible for overall technical supervision and 
execution of the project. It was also to be the implementing agency for the following 
subcomponents: (i) retrofitting of government office buildings; (ii) testing of the laboratory and 
mercury-waste–recovery plant; (iii) efficient-building initiative; and (iv) public lighting retrofits. 
The super ESCO, to be incorporated as a subsidiary of the Philippine National Oil Company 
(PNOC), was to be the implementing agency for the ESCO component. DOE established a 
project management unit headed by a director and appropriately staffed for day-to-day 
coordination. The implementation of each component was headed by a director-level project 
manager. However, the super ESCO was not established. 
 
13. The project was planned for completion within 2 years but it took over 4 years to 
complete, with a total extension of 26 months. It encountered implementation delays, mainly in 
2010 and 2011, for various reasons (PCR, para. 44) such as the following: (i) crediting of the 
imprest fund from ADB to DOE’s account took longer than expected because of stricter banking 
rules; (ii) the firm to support project implementation was engaged 10 months after loan 
effectiveness because DOE staff were unfamiliar with ADB procedures; (iii) frequent changes in 
DOE’s leadership (four secretaries took charge during project implementation) resulted in 
project reviews with each new official assuming the post; (iv) almost all of the project 
components were of a pioneering nature and required nationwide implementation; (v) technical 
complexities of purchased equipment, especially energy-efficiency testing, were not taken into 
account when estimating the time needed for evaluating the technical proposals; (vi) specialized 
nature of works and services procured was not considered when estimating the time needed for 
procurement; (vii) disbursements for payment to contractors were delayed until the issue of 
taxes levied on the contracts was resolved; and (viii) protracted decision making by project 
partners. 
 
14. There were 36 loan and grant covenants. Of these, two were not complied with and four 
were partly complied with. The two covenants that were not complied with were related to the 
nonestablishment of the super ESCO. The three covenants that were partly complied with were 
also related to the nonestablishment of the super ESCO, while the fourth was related to the 
project performance management system. The PCR did not elaborate on the reasons behind 
the partial compliance. 

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

15. The PCR rated the project relevant. It indicated that the project was consistent with 
ADB’s operational strategy for the Philippines at appraisal and continued to be after 
completion.5 It indicated that the project was able to respond to DOE’s request for an energy-
efficiency initiative and support it without a project preparatory technical assistance, despite the 
risks associated with implementing a pioneering project (PCR, para. 61). The PCR also 
mentioned that stakeholder participation during project design was limited to the management 
tier of DOE. However, government ownership eventually improved during implementation in 
view of regular weekly meetings of the project management unit and those involved in project 
implementation, including consultants and suppliers (PCR, para. 6).  

 

                                                
5
 ADB. 2011. Country Partnership Strategy: Philippines, 2011–2016. Manila. 
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16. The PCR indicated two changes in the project scope during implementation. First, the 
original design was for the purchase and free distribution of 13 million CFLs under the Clean 
Development Mechanism. After the distribution of the first lot (5 million CFLs), the midterm review 
by DOE found that CFLs had already penetrated the market as a result of the Philippine Efficient 
Lighting Market Transformation Project, which was completed a few months after this project 
began and DOE’s previous campaigns on efficient lighting. This resulted in the scaling down of 
the number of CFLs for distribution, from the planned 13 million to 8.6 million (PCR, para. 15). 
Second, the project intended to create a super ESCO as a subsidiary of the PNOC to implement 
ESCO projects in the public sector and to provide financial and technical advisory support to 
other ESCOs to implement projects in the private sector (see footnote 2). The original super 
ESCO subcomponent was eventually canceled during implementation when PNOC, after 
protracted consideration, withdrew its commitment to host it under its corporate structure. 
Alternative options, such as a public–private partnership, set up of a financial super ESCO, and 
the establishment of an ESCO super fund were evaluated. However, these would require longer 
preparation time than the project timeline (PCR, para. 24).  
 
17. In this validation’s view, the project helped reduce average electricity consumption and, 
thereby, lessen the peak demand by introducing more efficient CFLs in public buildings and 
residences. The changes in project scope might indicate that the project design preparation 
could have been better. However, this validation is of the view that these changes were a 
necessary response to evolving market conditions during implementation. The market 
penetration and supply of CFLs helped reduce the project’s free distribution of CFLs. On the 
whole, this validation rates the project relevant. 

B. Effectiveness in Achieving Project Outcomes and Outputs 

18. The project had seven intended outputs, with the following performance indicators: (i) 
overall energy savings of 7,000 megawatt-hours (MWh) in government buildings by 2010; (ii) 
overall system peak reduced by about 534,000 MWh by April 2011; (iii) reduction by 0.5 MW 
peak demand in the Cagayan Electric Power and Light Company system and an annual saving 
of P13 million for the city of Cagayan de Oro; (iv) a recycling plant and testing lab established 
and operating by 2010; (v) a super ESCO established with at least 6 public sector projects ($3 
million) and 15 private sector projects ($1 million) completed by April 2011; (vi) a complete 
system for certification installed and 10 certificates issued by April 2011; and (vii) 
communication and social mobilization program implemented and the population made aware of 
the energy-efficiency program by 2010. 
 
19. The project had three outcome performance targets to be achieved by April 2011: (i) 
overall peak demand reduced by about 300 MW from 2008; (ii) energy consumption for lighting 
in selected public buildings reduced by 20% beginning 2008; and (iii) a 30% reduction in 
electricity use in selected hospitals (from 800,000 kilowatt−hours per year) and schools (from 
6,000 kilowatt-hours  per year) by super ESCO projects from 2005. 
 
20. The PCR rated the project effective (PCR, Appendix 11),6 with a rating of effective in 
achieving targeted outputs (PCR, para. 9) and partially effective in achieving the targeted 
outcomes (PCR, para. 62).  
 

                                                
6
  This was confirmed by the PCR’s author in an email to the Independent Evaluation Department dated 27 October 

2015. The effectiveness rating in the PCR appears to be confusing as it gave different ratings in different parts and 
did not discuss the overall effectiveness rating in the main text.  



 6 

21. With regard to output performance, the PCR indicated that, of the project’s seven target 
outputs, four were achieved but with delays, two were partly achieved, and one was not 
achieved. Specifically, for the achieved but delayed outputs, output 1 resulted in overall annual 
energy savings of 11,190 MWh in government buildings. This savings amount exceeded the 
7,000 MWh target but it was achieved in 2014 against the target time 2010. Under output 4, the 
lamp-waste management facility was established and the testing-laboratory capacity was 
extended. However, both facilities began operating in 2014 and 2013, respectively, compared 
with the 2010 target. Likewise, output 6—implementation of a certification scheme for energy-
efficient buildings—was achieved but also with a delay.7 Under output 7, the communication and 
social mobilization program was implemented and the population was made aware of energy 
efficiency, albeit with about 2 years delay. 
 
22. For partially achieved outputs, under output 2, due to the market penetration (para. 16), 
the project’s provision of CFLs to consumers was scaled down to 8.6 million compared with the 
original target of 13 million. Overall system peak in the evening and consumption was reduced 
by 236,000 MWh in January 2013, compared with the target of 534,000 MWh by April 2011. 
Likewise, under output 3, peak demand was reduced by 0.2 MW in the Cagayan Electric Power 
and Light Company system, and annual savings were estimated at P6 million for the city of 
Cagayan de Oro, achieving about 50% of the targeted 0.5 MW and P13 million, respectively. 
Last, output 5 was not achieved as this output was canceled during implementation and the 
super ESCO was not established (para. 16). However, the funds originally earmarked for the 
super ESCO were reallocated to retrofit 115 additional public buildings, which resulted in 
additional annual electricity savings of 9,780 MWh (PCR, para. 24). 
 
23. With regard to outcome performance, the PCR indicated that one outcome target was 
partially achieved, one was achieved but delayed, and one was not achieved (PCR, Appendix 2). 
In particular, outcome 1 achieved 80% of the target, as overall peak demand was reduced by 
about 240 MW from 2008 by April 2011 compared with the 300 MW target. Outcome 2 
exceeded the target, albeit with a delay—the PCR did not specify by how long, as the energy 
consumption was eventually reduced by 25% compared with the 20% target. The last outcome 
indicator, pertaining to a reduction of electricity use in selected hospitals and schools through 
super ESCO projects, was not achieved as the super ESCO subcomponent was canceled.  
 
24. This validation notes that the most important output target on annual energy savings was 
exceeded (target: 7,000 MWh, actual: 11,900 MWh), and so was the outcome target on 
reduction of energy consumption (target: 20%, actual: 25%). The other output and outcome 
targets were largely met from about 50% to 80% or fully met, although some of them with 
delays. The targets related to the super ESCO subcomponent were canceled in response to 
changing market conditions. The reallocation of this subcomponent’s funding to support the 
retrofitting of additional government buildings and ancillary public lighting contributed to energy 
savings. On the whole, this validation assesses the project effective. 

C. Efficiency of Resource Use in Achieving Outcomes and Outputs 

25. The PCR rated the project efficient because it resulted in actual energy savings, 
especially in the efficient-lighting component. The project was estimated to have achieved a 
very high economic internal rate of return (EIRR), which was considered a characteristic of 
efficient-lighting projects (PCR, para. 66). At appraisal, the EIRR was estimated at 99% and, at 

                                                
7
  The complete system was installed and 12 certificates were issued in 2013; 31 certificates on efficient lighting and 

beta software developed for the rating system (PCR, Appendix 2). 
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completion, the reestimated EIRR was 117%. However, it was not possible to validate the 
reestimated EIRR because insufficient details were given on the assumptions used in the EIRR 
calculation.8 Also, the PCR did not explain how project benefits were derived and valued or how 
these were shadow priced.  
 
26. With regard to processes, the project was planned to be completed within 2 years (May 
2009–April 2011). However, the implementation was extended for about 26 months and the 
project was completed in 4 years (para. 5). The two main causes of delay were the failure to 
take into account the technical complexities of purchased equipment, especially those for 
energy-efficiency testing, and the specialized nature of works and services. While the project 
incurred a slightly lower cost at completion (estimated: $46.5 million, actual: $43.6 million), this 
reduction was largely due to the cancellation of the super ESCO component (estimated at $7.5 
million). Given these implementation problems, together with the shortcomings of the economic 
analysis, this validation rates the project less than efficient. 
 
D. Preliminary Assessment of Sustainability 
 
27. The PCR rated the project likely sustainable. After project completion, DOE indicated 
that it received requests for retrofitting of additional government buildings from public lighting 
systems agencies and local government units. The PCR noted that the advancement of 
efficient-lighting technologies and a decrease in product costs will likely encourage the 
government to keep scaling up the project.  
 
28. The PCR indicated that the project is financially sustainable given the reestimated 
financial internal rate of return (FIRR) of 196% at completion (PCR, para. 67). It noted that the 
project will not incur additional operation and maintenance costs or other recurrent costs, except 
for the disposal of the CFLs, which was estimated to cost about $122,000 per year and to be 
funded from DOE’s regular operating budget. This validation notes that the recalculation of the 
FIRR suffered from some of the same issues as the EIRR recalculation. The PCR did not 
provide details on the assumptions that were behind the FIRR calculation. It did not indicate the 
year in which prices were based on and did not explain how project benefits were derived and 
valued. A weighted average cost of capital was not calculated to compare the FIRR for financial 
viability. 9  In addition, environmental benefits seemed to have been included in the FIRR 
calculation. Environmental benefits are not financial benefits and should not have been 
included. 

 
29. The PCR indicated that standards for the green building rating system were adopted by 
both private companies and local government units. Coordination between these two sectors 
was expected to ensure continuous development of this initiative.10 The Congress and Senate 
filed separate bills for the Green Building Act. The PCR also pointed out that a memorandum of 
understanding between DOE and the electric cooperatives stipulated the terms and conditions 
for the installation and maintenance of LED-based solar home systems, including long-term 
arrangements among stakeholders. It noted that this memorandum will help sustain the 

                                                
8
  The PCR did not indicate the year in which prices were based on or the numeraire. Investment costs were valued 

in dollar terms, while benefits seemed to have been valued in peso terms. It is incorrect to mix currencies in an 
EIRR analysis. 

9
  The PCR provided estimates of payback periods for the project components at appraisal and completion. Payback 

period is not a financial indicator used in ADB financial analyses. 
10

 The Department of Public Works and Highways launched the Philippine Green Building Code in June 2015, a set 
of rules governing building construction, in partnership with the private sector and local government units. Available 
at: http://www.senate.gov.ph/press_release/2015/0625_marcos3.asp 
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continued operation and effectiveness of the systems installed by the project in off-grid areas 
(PCR, para. 70).  
 
30. The PCR stated that energy-efficiency testing of common appliances, such as air-
conditioners, television sets, and washing machines, was expected to raise public awareness 
and encourage the choice of energy-efficient appliances. The government’s initiative for energy 
efficiency was further mainstreamed, particularly by targeting public schools. The 2004 
Household Energy Consumption Survey showed that 54.7% of the respondents used 
incandescent bulbs and 37.8% used CFLs. The survey in 2011 showed that 11.9% of the 
respondents used incandescent bulbs, 77.3% used CFLs, and 0.8% used LED lights (PCR, 
paras. 68 and 71). This validation is of the view that there seems to be sufficient evidence from 
household surveys that energy-efficient lighting and appliances are replacing older, less-efficient 
technologies. Also, the fact that CFLs are being supplied in the market supports this evidence 
(para. 16). On the whole, this validation observes that the supply of CFLs has been fully taken 
up by the market, the necessary institutional and legal framework has been put in place, and 
there is increasingly widespread use of CFLs in the population. Therefore, this validation 
assesses the project most likely sustainable. 

E. Impact 

31. Two performance targets for project impact were to be achieved by April 2015: (i) the 
average cost of production by electric cooperatives was to be reduced by 10% from 2008; and 
(ii) electric utility and electric cooperative load factors were to be increased by 10% from 2008. 
 
32. The PCR did not rate the project’s impact in the main text, but indicated in Appendix 11 
that impact was significant. It observed that since 2008, the average cost of production by 
electric cooperatives fell by 10%, while the load factor of electricity utilities and electric 
cooperatives rose by 10%. However, the PCR indicated that the project cannot be fully credited 
with the attainment of this impact because of external factors that may have had an influence. 
The PCR noted that the project’s impact on institutions was substantial and significant. Project 
management unit staff had an opportunity to gain hands-on experience in project 
implementation and were able to establish baseline data and achieve results for future policy 
initiatives. With little evidence of the project’s contribution in the achievement of the 
performance targets, this validation assesses impact as moderate. 

III. OTHER PERFORMANCE ASSESSMENTS  

A. Performance of the Borrower and Executing Agency 

33. The PCR rated the performance of the borrower and the executing agency satisfactory. 
It noted that a major institutional weakness of DOE was the lack of capacity to establish, 
operate, and manage entities of a corporate nature. Therefore, DOE had to rely on the PNOC to 
serve as the corporate vehicle for super ESCO. However, the PNOC had no sense of ownership 
because of little involvement during the development of the project, which was the key reason 
for canceling the super ESCO component. 
 
34. At appraisal, the inadequate number of qualified staff familiar with ADB procedures was 
identified as an institutional weakness. The plan to solve this issue by restructuring operations, 
redeploying staff, enhancing skills through in-house training, and hiring contractual staff was 
inadequate since unfamiliarity with ADB procedures remained. Counterpart funding from the 
government for the national residential lighting program, which represented 79% of its 
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contribution, was timely and adequate. However, the original estimate of counterpart 
requirements for duties and taxes was insufficient, although more funds were later allocated by 
the Department of Budget and Management. 

 
35. Although there were serious project design issues and inadequate capacity for project 
implementation, this validation is of the view that these issues could not have been avoided or 
resolved by the borrower or the executing agency when project implementation started. On the 
whole, this validation also rates the performance of the borrower and the executing agency 
satisfactory. 

B. Performance of the Asian Development Bank 

36. The PCR rated ADB’s performance satisfactory. DOE sought ADB’s advice on 
institutional arrangements for a few components, such as lamp-waste management when the 
PNOC decided not to commit to the super ESCO component of the project. DOE also needed 
advice on the method of procurement for some of the works, goods, and services, which was 
not defined during appraisal, but was later on considered critical. 
 
37. This validation is of the view that the PCR’s assessment of ADB performance did not 
address the issues on project design, implementation arrangements, and institutional capacity. In 
the design of the project, ADB allowed for inadequate stakeholder participation, which led to the 
eventual cancellation of the super ESCO component. The nomination of the PNOC as the 
implementing entity for super ESCO was inappropriate. ADB should have proposed an agency 
that had more expertise and willingness to act as an implementing entity. Although institutional 
capacity was assessed at project formulation, inadequate measures were designed into the 
project to avoid procurement issues, which led to significant delays in implementation. In this 
validation’s view, ADB performance was less than satisfactory. 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS  

A. Overall Assessment and Ratings 

38. The PCR rated the project successful (see table). This validation assesses the project 
successful with a lower rating on efficiency of less than efficient and a higher rating on 
sustainability of most likely sustainable. It rated the project less than efficient in view of the 
delays in implementation with 100% time overrun. The recalculated EIRR was unreliable due to 
methodological shortcomings in the calculation. This validation assesses the project most likely 
sustainable on the grounds that the supply of CFLs has been fully taken up by the market, the 
necessary institutional and legal framework has been put in place, and there is increasingly 
widespread use of CFLs in the country. 

Overall Ratings 

  Criteria PCR IED Review Reason for Disagreement and/or 
Comments 

Relevance Relevant Relevant  

Effectiveness in 

achieving outcome 

Effective Effective  

Efficiency in achieving 

outcome and outputs 

Efficient Less than 

efficient 

EIRR recalculation had methodological 
shortcomings and the project 
encountered significant implementation 
delays (paras. 25–26). 
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  Criteria PCR IED Review Reason for Disagreement and/or 
Comments 

Preliminary assessment 

of sustainability 

Likely 

sustainable 

Most likely 

sustainable 

The supply of CFLs has been fully 
taken up by the market, the necessary 
institutional and legal framework has 
been put in place, and there is 
increasingly widespread use of CFLs 
(paras. 29–30). 

Overall Assessment Successful Successful  

Impact Significant Moderate The attainment of the envisaged   
impact could not be entirely credited to 
the project in view of other factors that 
may have had an influence (para. 32).  

Borrower and executing 

agency 

Satisfactory Satisfactory  

Performance of ADB Satisfactory Less than 

satisfactory 

The project faced issues related to 
design, implementation, and capacity, 
which should have been addressed at 
formulation (para. 37). 

Quality of PCR  Less than 

satisfactory 

Refer to para. 44. 

ADB = Asian Development Bank, CFL = compact fluorescent light, EIRR = economic internal rate of return, IED = 
Independent Evaluation Department, PCR = project completion report.   

B. Lessons 

39. The PCR identified six lessons. The first was related to stakeholder analysis and 
detailed consultation, which are very important for pioneering projects, such as in the case of 
this project. The second lesson identified the need for an efficient project management unit with 
an ability to monitor the project. Implementation also has to be regularly reviewed to ensure that 
the executing agency has sufficient staff and counterpart budget. The third lesson was related to 
project cost estimates that needed to factor in all duties and taxes, not only on machinery and 
equipment, but also on service providers. Assessments of banking rules and the government’s 
budget implementation process are also needed. The fourth lesson stated that, midway through 
the distribution of CFLs, the scale had to be pared down because market penetration of the 
technology had greatly improved. It was not clear what this meant or why it was a lesson. The 
fifth lesson stated that technical complexities of the equipment and the specialized nature of the 
works or services to be procured need to be considered when estimating the procurement 
period. The last lesson was related to a need for an appropriate policy environment to enable 
implementation of ESCO projects in the public sector. This validation is of the view that the 
project design was too complex based on inadequate due diligence. Likewise, monitoring 
arrangements and supervision were inadequate, resulting in slow response to changing 
circumstances. 
 
C. Recommendations for Follow-Up 
 
40. The PCR suggested 12 recommendations. Under further monitoring, the PCR 
recommended that the school beneficiaries submit a status report indicating how meta charts 
are being used, their current location, and school officials be reminded of the proper position, 
location, handling, and use of meta charts. Also, the final disbursement of the government’s 
counterpart funds for duties and taxes should be monitored since additional funding of P181.6 
million was requested by the Department of Budget and Management and approved on 22 April 
2013. However, this was not yet fully disbursed at the time of PCR completion. 
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41. Under further follow-up action, the PCR recommended an assessment of the feasibility 
of scaling up the retrofitting of buildings and public lighting. It recommended the need to remind 
communities and the electric cooperatives of their responsibilities, such as regular submission 
of status reports to DOE, to ensure the sustainability of the LED-based solar home systems 
installed in off-grid areas. Collection of monthly fees also needs to be resumed and whether the 
deed of donation on the transfer of ownership from the project to the electric cooperatives was 
executed. The PCR recommended that ADB continue providing financial assistance once the 
feasibility of scaling up the retrofitting of buildings and public lighting is assessed and that ADB 
assist policy development in support of an ESCO. 

 
42. Recommendations of a more general nature included ensuring that the design and 
monitoring framework is complete and comprehensive; assessing the executing agency’s 
capacity; ensuring that cost estimate is accurate; and improving implementation planning and 
project scheduling. However, these should not be considered as recommendations because 
these are parts of normal project preparation procedures. This validation has no other 
recommendations to offer. 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Evaluation Design, Implementation, and Utilization 

43. The RRP and loan covenants required that a project performance management system 
be developed to examine the project’s technical performance, evaluate the delivery of project 
facilities, assess the achievement of project objectives and measure the project’s social, 
economic, financial, and institutional impacts. Baseline and periodic surveys were to be carried 
out to collect data disaggregated by income group, gender, types of vulnerability, and other 
characteristics as appropriate. Appendix 8 of the PCR indicated that this covenant was partially 
complied with. The loan covenants also required that the borrower ensures that progress 
monitoring, safeguard monitoring, and benefit monitoring and evaluation are carried out during 
project implementation by the executing agency and the implementation agencies. The PCR 
indicated that this covenant was complied with (Appendix 8). However, the PCR did not discuss 
the project performance management system or benefit monitoring and evaluation. Thus, it was 
not possible to assess the project performance management system. 

B. Comments on Project Completion Report Quality 

44. The PCR quality is rated less than satisfactory. The PCR generally followed ADB 
guidelines. Lessons and recommendations were reasonable and relevant. However, there were 
several shortcomings. The PCR did not adequately discuss the design issues that led to the 
inclusion and later cancellation of the super ESCO subcomponent. Likewise, the assessment of 
project effectiveness lacked a thorough overall discussion of output and outcome performance. 
In the analysis of efficiency, there were methodological issues in the calculations of the EIRR. 
The PCR erroneously presented FIRR as an efficiency measure and did not recalculate the 
weighted average cost of capital. There was inadequate assessment of the project’s impact. 
Appendix 11 of the PCR provided a summary table of the individual criteria ratings that were not 
supported with discussions in the main text. The PCR did not provide details of consulting 
services or discuss the performance of the consultants. It also did not discuss the project 
performance management system.  
 
 



 12 

C. Data Sources for Validation 
 
45. Data sources included the RRP, the PCR, and loan review mission reports. 
 
D. Recommendation for Independent Evaluation Department Follow-Up 
 
46. Loan covenants require that post evaluation be carried out 3 years after project 
completion. Thus, a project performance evaluation could be undertaken in 2017. 
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