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I. PROJECT DESCRIPTION 

A. Rationale 

1. The counties and cities of Heilongjiang Province (7.04 million urban population) and Jilin 
Province (2.90 million urban population) that are covered by the project are located along the 
Songhua River Basin (SRB). At the time of project appraisal, the Songhua River was severely 
polluted and this constrained sustainable economic development in the region. Wastewater 
collection and treatment in the counties and cities were underdeveloped, thus, untreated 
wastewater were being discharged into local rivers resulting in the pollution of the SRB. Water 
quality in some sections of the Songhua River and tributaries has been classified by the 
government as Class IV1 (and even falls below Class V during the winter season). The lack of 
adequate wastewater management was degrading local rivers, posing a threat to public health 

                                                
1
 The report and recommendation of the President notes that the water quality standard of the People’s Republic of 

China (PRC) had five classes, covering about 40 pollution parameters. Class I is pristine while class V is suitable 
only for industrial use. Class III is the minimum water quality required for municipal water supply. 
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and adversely affecting the quality of life in the counties and cities. Counties and cities covered by 
the project in Heilongjiang Province relied primarily on surface water for their water supply and 
water demand was expected to exhaust developed  capacity by 2010. These counties and cities 
had experienced supply problems during a severe drought in 2004, leading to low water levels in 
the reservoirs and loss of effective treatment plant capacity. Counties and cities covered by the 
project in Jilin Province have domestic solid waste management (SWM) featuring domestic waste 
pick-up, extensive informal recovery of recyclables, and disposal in managed landfills. As existing 
landfill sites have been projected to be fully utilized within 2 years, the construction of new 
facilities was urgently needed.  
 
2. The project was designed as an integral part of the basin-wide Songhua water resources 
management initiative and the Songhua River Basin Pollution Prevention and Control Master 
Plan (SRBPCMP). It aimed to continue the ongoing effort of the Asian Development Bank (ADB) 
to improve the environment of the SRB and to complement the Jilin Water Supply and 
Sewerage Development Project2 and the Jilin Urban Environmental Improvement Project3 in 
improving pollution control in the SRB. Improvements would contribute to integrated water 
resource management and pollution control, a basin-wide management program, and 
transboundary pollution prevention and control.  
 
3. Lessons learned—from the Jilin Water Supply and Sewerage Development Project and 
the Jilin Urban Environmental Improvement Project—on the integration of wastewater treatment, 
water reuse, and water resource protection were considered in the design of the project. The 
project focused on strengthening the environmental management institutions and policy 
dialogue on integrated river basin management and pollution control in the SRB, resulting in 
improved environmental performance. It also sought to attract and encourage additional public 
and private sector investments by improving cost recovery through tariff reform, with some of 
the counties and cities committing to generate funds through increases in water and wastewater 
tariff.  

B. Expected Impacts, Outcomes, and Outputs  

4. The project’s expected impact was enhanced urban environment and improved public 
health and quality of life for the urban residents in the project counties and cities in Heilongjiang 
and Jilin provinces along the SRB. The project’s expected outcome was reduced pollution and 
improved water supply, wastewater management, and solid waste management in the SRB. 
 
5. The expected outputs by component are as follows: The first is improved and expanded 
water supply services and wastewater treatment in the project counties and cities in 
Heilongjiang Province. This component’s outputs are (i) four water treatment plants (WTPs) in 
the project counties and cities, providing additional capacity where the distribution mains is 
operational; and (ii) nine operational wastewater treatment plants (WWTPs) and associated 
sewer pipelines. The second expected output is improved and expanded wastewater treatment, 
management, and river improvement in the project counties and cities in Jilin Province. This 
component’s outputs are (i) nine operational WWTPs and associated sewer pipelines, (ii) 10 
operational sanitary landfill facilities, and (iii) completed river improvement at the source of the 

                                                
2 ADB. 2005. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 

People’s Republic of China for the Jilin Water Supply and Sewerage Development Project. Manila. 
3
 ADB. 2007. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 

People’s Republic of China for the Jilin Urban Environmental Improvement Project. Manila. 
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Songhua River. The third expected output is a developed institutional capacity for project 
management.  
 
C. Provision of Inputs 

 
6. The loan was approved on 11 December 2008 and the loan agreement was signed  
5 months after, and declared effective 3 months after signing. The project experienced initial 
delays but it was completed on time at its original closing date. 
 
7. The total project cost was estimated at $396.3 million, of which ADB was to finance  
$200 million. The borrower was to finance the remaining $196.3 million. At midterm, some 
contracts were repackaged and there were cancellations, although these were largely offset by 
an increase of 11 contract packages, increasing the project cost by 7%. At completion, the total 
project cost was $425.2 million with ADB financing accounting for $195.4 million. The borrower 
provided the balance of $229.8 million in counterpart funding.  The increase in total project cost 
was caused by (i) the addition of two subprojects to replace one canceled water supply 
subproject,4 (ii) the appreciation of the Chinese Yuan (CNY) against the US dollar and inflation,5 
and (iii) design changes. 6 The total consulting cost was lower than appraisal due to the 
government’s regulation that limits overseas training. 
 
8. ADB classified the project as environment Category A. At appraisal, the ADB summary 
environmental impact assessment estimated that the total environmental protection investment 
would be CNY16.96 million for the Heilongjiang component and CNY17.91 million for the Jilin 
component. These costs included environment protection and mitigation measures (included in 
construction contracts), environmental monitoring, public consultations, and capacity building. 
The executing agency’s completion report cost breakdown stated that the total environmental 
protection cost for the Jilin component was CNY18.8 million for those features not included in 
the civil works and equipment contracts. The project completion report (PCR) indicated that cost 
breakdowns for the Heilongjiang component—which would have allowed a comparison of the 
appraisal budget with actual costs—were not available.7 
 
9. The project’s classification for indigenous peoples was Category C. It was confirmed 
during implementation that the project did not trigger the application of the ADB Indigenous 
Peoples Policy (1998). 

D. Implementation Arrangements  

10. The implementation arrangements remained as prescribed during appraisal with only 
minor exceptions: the implementing agencies at the city level were changed in three cities. The 
Heilongjiang Provincial Government (HPG) and Jilin Provincial Government (JPG) were the 
executing agencies. To guide implementation, each provincial government established a project 
leading group. Each group was led by the provincial vice governor with members comprising the 

                                                
4
 The canceled Fujin City WTP subproject was replaced by two additional subprojects—the Luobei County drainage 

and WWTP, and the Mudanjiang City sewerage network improvement—both approved in July 2012.   
5
 The price escalation required the allocation of cost from equipment to the civil works category. 

6
 These include design changes, which had an impact on project costs. Increased costs were due to (i) additional 

deep-pumped wells and pump stations (Tonghe county), (ii) additional wastewater interception main pipelines and 
sewer main pipelines (Dehui City), and (iii) increased capacity of Jungyu County WWTP and redesigned 
technology. 

7
 ADB. 2015. Completion Report: Songhua River Basin Water Pollution Control and Management Project in People’s 

Republic of China. Manila (Environmental Performance Management Analysis, Appendix 9). 
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heads of the local development and reform commission, and the housing and urban-rural 
development and finance departments. A project implementation unit was established in each of 
the implementing agencies to handle day-to-day project implementation.  International 
consulting companies were recruited to strengthen the capacity of the implementing agencies in 
auditing, financial, environmental, and construction management aspects through training and 
workshops. The project management offices (PMOs) established at HPG and JPG were led by 
their respective provincial development and reform commissions. Domestic design institutes 
and companies were recruited to undertake design, tendering, construction supervision, and 
external environmental and resettlement monitoring.  
 
11. Except for four instances of minor partial compliance, the project completion report 
(PCR) indicated that loan covenants were complied with. However, the covenant on the 
provision of required counterpart funds should read “partially complied with” instead of 
“complied with” as indicated in the PCR (PCR, Appendix 6, no. 29) since the cancellation of the 
Fujin City WTP was partly due to lack of counterpart funding (PCR, Table A2.1).  
 

12. The environmental monitoring plan was executed in accordance with the environmental 
management plan, with a few exceptions.8 Environmental monitoring during trials and normal 
operation showed that air pollution, wastewater effluent, and noise emissions were in 
compliance with national regulatory standards. The relevant institutions were adequate for the 
required level of environmental management. Local communities and the general public were 
consulted during construction, and during trials and normal operation. Resettlement impacts 
were identified in five short resettlement plans, two due diligence reports, and six land 
acquisition and resettlement statements, which were prepared for the Heilongjiang component.9 
Three full and 13 short resettlement plans (one of which had a due diligence report) were 
prepared for the Jilin component.  

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

13. The PCR rated the project highly relevant. The project supported the government’s 
Eleventh Five-Year Plan, which included the goals of improving living conditions and health in 
cities and promoting sustainable economic development.10 It also supported the SRBPCMP,11 
which called for improving water quality in the SRB from the current class IV, V, and below V to 
class III by 2020. The HPG and the JPG planned to invest $1.66 billion to increase wastewater 
treatment capacity and reduce pollution in the Songhua River in the 11th five-year plan. The 
government’s efforts to protect the SRB environment were in line with the ADB country strategy 
and program for the People’s Republic of China (PRC) for 2006–2008.12 The project played a 
timely and significant role in the basin’s pollution control and represented a key component of 

                                                
8
   Five subcomponents still require environmental audits, to be completed in 2016. 

9
  Statements here refer to the subprojects that involved acquisition of state-owned land, and do not include land 

owned by village committees, or affected farmers’ households. 
10

  Government of the People’s Republic of China. 2006. People’s Republic of China Eleventh Five-Year Plan  
(2006– 2010). Beijing; Government of the People’s Republic of China. 2011. People’s Republic of China Twelfth 
Five-Year Plan (2011–2015). Beijing.   

11
  SRBPCMP 2006–2010. Approved by the State Council in March 2006, the SRBPCMP set pollution control targets for 
2006–2010 and required that urban environmental pollution and ecological damage be controlled by 2010. The 
SRBPCMP also specified that a minimum wastewater treatment rate of 70% be achieved by 2010 for large and 
medium-sized cities. 

12
  ADB. 2005. Country Strategy and Program: People’s Republic of China, 2006–2008. Manila. 
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the ADB partnership with HPG and JPG to improve water resource management and urban 
development sustainability in the SRB. 13 The project was a culmination of many years of 
strategic planning and policy dialogue between ADB and the PRC in the SRB and has since 
catalyzed a number of follow-up projects, including the implementation of two Songhua River 
Basin Water Pollution Control and Management Project Private Sector Facility, which provided 
equity loans to a company to complete project investments by upgrading wastewater and sludge 
treatment facilities. It became a multi-project initiative and a model of cooperation between two 
ADB departments—East Asia Department and Private Sector Operations Department—to 
address acute water stress in the SRB.14 

14. Sector and project lending were considered as alternative approaches. The government 
preferred the project lending approach because all subprojects had been identified, the feasibility 
study reports had been completed, and there was an urgent need to implement the subprojects. 
The project design included some innovative features. In addition to the cooperative 
approach(para. 13)in Fanzheng City, the WWTP used the constant water level sequencing batch 
reactor treatment method. This was the first proposed use of the technology in the PRC, with 
Fanzheng as the third city to implement it. This technology is very well-suited for small-scale 
WWTPs (less than 30,000 cubic meters [m3] per day), very efficient (reaching almost Class 1A 
effluent), economical in terms of investment as operational cost does not adversely affect the 
environment, and requires minimal land area. 

15. The results chain underpinning the design and monitoring framework (DMF) was 
appropriate and adequate to generate the outcome. Various delays in components I and II were 
attributed to design weaknesses, but these were not sufficient to delay the project as a whole 
and to significantly reduce effectiveness and efficiency. The identified risks did not prove to be 
constraints to project implementation and the achievement of the outcome. Except for the 
cancellation of the Fujin WTP in HPG, which was replaced by two additional subprojects and 
adequately supported by counterpart funds, scope changes were minor. Overall, the project is 
assessed highly relevant.  

B. Effectiveness in Achieving Project Outcomes and Outputs 

16. The PCR rated the project effective in achieving its expected outcome and outputs. 
Outcome performance indicators and targets included (i) total pollutants—chemical oxygen 
demand (COD)—discharge in the SRB reduced to 81,630 tons per annum (t/a) by 2013;15 
(ii) water supply subprojects in the project counties and cities in Heilongjiang Province already 
providing drinking water to 402,800 people by 2013; (iii) wastewater collection and treatment 
rate in the project counties and cities in Heilongjiang and Jilin provinces increased from the 
2007 average level of 45% to 80% by 2013; and (iv) capacity of safe disposal of municipal solid 
waste increased to 869,065 tons/year in Jilin Province by 2013. 

17. Achievements of outcome at completion were also noted. For example, the total 
reduction of 57,000 t/a in COD discharged is lower than the appraisal target because (i) some 
facilities have not yet reached their treatment capacity, and (ii) the COD concentration in the 
influent is lower than expected during appraisal. Also, an estimated 220,000 people benefited 

                                                
13

  The partnership began in 1999 while preparing the project preparatory TA 3215-PRC. See ADB. 1999. Technical 
Assistance to the People’s Republic of China for the Heilongjiang Water Supply. Manila. 

14
  ADB. 2010 and 2012. Songhua River Basin Water Pollution Control and Management Project Private Sector 
Facility, Phase 1 and Phase 2. Manila. 

15
  The target of 81,630 t/a COD reduction mentioned in the DMF is different from the one mentioned in the summary 
environmental impact assessment. 
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from water supply investment instead of the 402,800 target for Heilongjiang Province.16 In each 
project county and city, the PCR reported that more than 80% of wastewater is collected and 
treated. However, it is unclear how much of an improvement this means since the target was 
simply stated as an increase in wastewater collection and treatment from a baseline of 45%–85%. 
The WWTPs supported by the project have improved the prevention and control of water pollution 
in the SRB. By intercepting raw sewage previously discharged directly into Songhua River and its 
tributaries, the WWTPs reduced discharge loads into SRB as follows: (i) reduced COD by  
39,500 t/a in Heilongjiang, and by 17,500 t/a in Jilin; (ii) reduced ammoniacal nitrogen by 3,897 t/a 
in Heilongjiang and by 1,360 t/a in Jilin; and (iii) reduced total nitrogen by 3,776.7 t/a in 
Heilongjiang, and total particulates by 494.1 t/a in Heilongjiang. The discharge loads for other 
pollutants, such as suspended solids, biological oxygen demand, and heavy metals were also 
substantially reduced. With a current solid waste treatment capacity of 876,000 t/a in Jilin 
Province, the project achieved the appraisal target of an increase in safe municipal solid waste 
disposal of 869,065 t/a. 

18. Outputs for Component I—Improved and expanded water supply services, and 
wastewater treatment in Heilongjiang Province—are (i) three WTPs established with an 
additional capacity of 29,500 m3/day, water transmission pipelines, and distribution network 
operating in 2012 (target: four WTPs in Heilongjiang with additional capacity of 49,500 m3/day, 
water transmission pipelines, and distribution network operating by 2013); 17  and (ii) nine 
WWTPs operational with a capacity of 391,000 m3/day, and 177.23 kilometers (km) of sewer 
pipelines operating in 2014 (target: nine WWTPs with a capacity of 381,000 m3/day, and  
199.13 km of sewer pipelines operating by 2013).   

19. Outputs for Component II—Improved and expanded waste water treatment, 
management, and river improvement in Jilin Province—are (i) eight WWTPs established with a 
capacity of 179,000 m3/day and 358.55 km of sewers pipelines operating in 2014 (target: nine 
WWTPs with a capacity of 175,000 m3/day and 367.55 km of sewer pipelines operating by 
2013); (ii) 10 sanitary landfill facilities completed with a capacity of 2,341 tons/day18 with a 
service life of 10–24 years and operating in 2013 (target: 10 sanitary landfills with a capacity of 
2,400 tons/day with a service life of 13–22 years and operating in 2013);  and (iii) river 
improvement at the source of the Songhua River is completed with performance indicators and 
targets of two WWTPs with capacity of 3,100 m3/day operating in 2013, three solid waste 
transferring stations with a capacity of 40 tons/day operating in 2011, and 17.26 km of sewer 
pipelines operating in 2013 (target: two WWTPs with capacity of 3,100 m3/day, three solid waste 
transferring stations with a capacity of 40 tons/day, and 3.83 km of sewer pipelines operating by 
2013). 

20. Outputs for Component III—Institutional capacity development for project 
management—are, among others, (i) PMOs and implementing agencies maintained the project 
implementation schedules. At completion, improved efficiency is claimed but no evidence was 
shown.; (ii) the 29 implementing agencies have functioning boards of directors and operate as 
independent corporations by 2009. The project used 31 implementing agencies and all claimed 
to have functioning boards of directors and operated as independent corporations. The 

                                                
16

  The cancelation of the Fujin City water supply expansion reduced the target beneficiaries.  
17

  The PCR reported that the cancellation of the Fujin City WTP was due to insufficient counterpart funds, unresolved 
corporate partnership issues, and construction constraints (PCR, Appendix 2, Table A2.1).  However, the loan 
review mission report of 22 September 2011 noted that the Fujin WTP was canceled due to the city’s accelerated 
development and a new effluent treatment plant being installed nearby.  

18
  This is cited as 2,400 tons/day in the PCR DMF, which is inconsistent with figures presented in the PCR,  
Appendix 2, Detailed Description of Project Components. 
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implementation arrangements worked well but it is noted that not all implementing agencies 
operated autonomously.19 (iii) As part of the outputs, the 29 implementing agencies are to 
provide 199 staff and resources, as indicated in the cost estimates, to implement the project. At 
completion, the 31 implementing agencies provided 206 staff; (iv) The implementing agencies 
were to review and improve policies for cost control, with internal financial control every 2 years. 
This target was achieved for all 31 implementing agencies; and (v) tariffs are to be reviewed 
annually and adjusted as needed to achieve full cost recovery for water supply by 2014, and 
wastewater treatment by 2016. Citizens are fully aware of the results of the annual tariff revision 
process. The target was achieved. 
 
21. Despite the cancellation of the Fujin WTP in Heilongjiang, the intended outputs were 
achieved with minor changes in scope. For the Jilin component, the changes were (i) change in 
the technology of the Jingyu County WWTP, and (ii) reallocation of loan proceeds approved in 
July 2012. For the Heilongjiang component, the changes were (i) engagement of external 
resettlement monitoring consultants using loan proceeds approved in April 2011; (ii) a change in 
the treatment technology of Fangzheng WWTP during detailed design; (iii) cancellation of the 
Fujin City WTP subproject and replacement with two additional subprojects (Luobei County 
drainage and WWTP and Mudanjiang City sewerage network improvement, approved in July 
2012); and (iv) reallocation of loan proceeds approved in July 2012 and October 2014. The 
changes reflected adjustments in the final engineering design, which (i) helped optimize cost 
savings and minimize safeguards impacts, (ii) incorporated the updated urban development 
master plan in the project cities and counties, (iii) accommodated government priorities on 
domestic funding, and (iv) took into account price escalation against the allocated budgets.  

22. Overall, the project generally achieved the intended outputs but underperformed to an 
extent in achieving its expected outcome. The project is assessed effective.   

C. Efficiency of Resource Use in Achieving Outcomes and Outputs  

23. The PCR rated the project highly efficient in achieving project outcomes and outputs. 
The project was physically completed at the original loan closing date (30 June 2014) despite 
subcomponent delays that included (i) the HPG water supply where subproject completion was 
delayed by 11–14 months due to an overly optimistic implementation schedule at appraisal; and 
(ii) the JPG wastewater, which had the longest delay of 39 months in Gongzhuling, due to a 
change in the implementing agency. The other delays were due to an overly optimistic 
implementation schedule at appraisal, flood events, treatment process technology changes, and 
land acquisition delays. The JPG solid waste management experienced a 6-month delay only in 
Huadian City due to (i) floods in 2010, which damaged the infrastructure under construction; and 
(ii) a technology upgrade to a closed integrated fermentation processing technology, which 
required additional equipment testing. The project was estimated to cost $396.3 million while the 
actual cost at completion was $425.21 million. The increase was mainly caused by (i) the 
addition of two subprojects to replace one canceled water supply subproject, (ii) appreciation of 
the yuan against the US dollar and inflation, and (iii) design changes. 
 
24. At completion, a combined cost-benefit analysis to determine the economic internal rate 
of return (EIRR) was undertaken, using the revised scope and costs compared with the project 
scope at appraisal. The following benefits were confirmed as having been achieved and 

                                                
19

  ADB. 2015. Completion Report: Songhua River Basin Water Pollution Control and Management Project in People’s 
Republic of China. Manila (Compliance with Loan Covenants, Appendix 6, p.53). 
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appropriate for the EIRR analysis: (i) water quality in the Songhua river improved from class V 
to class III for Heilongjiang, and from class V to class IV for Jilin; (ii) improved water supply in 
Heilongjiang Province with the provision of 24-hour service in areas currently experiencing 
interrupted service; (iii) improved drinking water quality, reduced risk of exposure to waterborne 
pathogens in delivered tap water, and reductions in unaccounted for water; and (iv) improved 
public health as a result of a cleaner environment and improved living conditions resulting from 
better urban services (solid waste management, sanitation, and wastewater systems). Indirect 
social benefits and project externalities were not quantified. The EIRRs of the project and its 
individual subcomponents were reevaluated on a “with-project” and “without-project” basis and 
apportioned based on non-incremental and incremental project effects. For the Heilongjiang 
component, the recalculated EIRR is 12.1%–18.1% compared with the estimate of 13.6%–
36.9% at appraisal; all exceeded the economic opportunity cost of capital of 12.0%. The EIRR 
for the Heilongjiang component is 16.0%. For the Jilin component the recalculated EIRR is 
16.4%–22.9% compared with the estimate of 16.4%–20.0% at appraisal; all exceed the 
economic opportunity cost of capital of 12.0%.The EIRR for the overall Jilin component is 
18.1%.  
 
25. The result of the sensitivity test showed that even with a 10% increase in capital cost 
and in operation and maintenance (O&M) cost, a 10% decrease in revenue, and a 1-year delay 
in project completion, the EIRRs would still be greater than the 12% economic opportunity cost 
of capital. The method used for the economic reevaluation, including the sensitivity test, is 
sound.  Although some delays were experienced, the overall project kept within the original 
closing date, and although project costs increased, the positive EIRRs for both HPG and JPG 
were robust.  The project is assessed highly efficient. 

D. Preliminary Assessment of Sustainability  

26. The PCR rated the project most likely to be sustainable. The financial viability of the 
project’s revenue-generating components was reevaluated at project completion by calculating 
the financial internal rate of return (FIRR) based on the actual investment cost, financing plan, 
O&M costs, and tariff revenues. The methodology used to reevaluate the FIRR was generally in 
line with the method adopted during appraisal. The recalculated after-tax FIRR was 6.2% for the 
entire project, compared with 7.6% for the water supply subproject and 6.7% for the wastewater 
subproject at appraisal. Assuming tariff increases for water supply and wastewater subprojects, 
at project completion, the FIRR for the water supply subproject was recalculated at 6.9%, and 
the FIRR for the wastewater subproject at 5.5%—both lower than the after-tax FIRR appraisal 
estimates.  

 
27. The FIRR for the water supply subprojects for the base-case scenario varied between 
5.9% and 8.2%, while the FIRR for the wastewater subprojects for the base-case scenario 
varied between 2.6% and 7.7%. The PCR stated that with assumed continuous subsidies from 
the government, the FIRR for the SWM subproject reached 5.3% at project completion, 
compared with the after-tax FIRR estimate of 5.4% at appraisal; the FIRR ranged 4.3%–6.5% 
for the SWM subprojects for the base-case scenario. No supporting evidence was presented for 
the assumed continuous subsidy. These FIRRs still compare favorably with the recalculated 
combined weighted average cost of capital of 3.1% for the project. Sensitivity analysis indicated 
that, based on a scenario combining all adverse cost and revenue eventualities, the subprojects 
would remain financially viable. The project achieved the minimum debt service coverage ratios 
and rates of return on equity.  
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28. Most of the implementing agencies increased their tariffs during implementation. In 
2015, the PRC required wastewater tariffs to be raised to a minimum of CNY0.95/m3 for urban 
and CNY0.85/m3 for rural consumers, which will allow implementing agencies to comply with the 
loan covenants on tariffs. HPG and JPG have projected periodic tariff increase as part of their 
master plans for sustainability. All costs were fully recovered by the implementing agencies of 
the Heilongjiang component, with a cost recovery ratio of 1.64–8.30. For the Jilin component, 
however, the cost-recovery ratio ranged 0.43–4.3, with the ratio of four of the WWTPs being 
below 1.0.  
 
29. The facilities were constructed based on the engineering standards and specifications 
and have sufficient quality to meet the design service life and ensure that the project’s benefits 
are realized in the long term. The institutional strengthening and capacity-building component 
provided sufficient training and technical assistance to the HPG, JPG, PMOs, and implementing 
agencies to build adequate capacity to manage the O&M of the facilities. The subprojects 
increased land values through environmental and water quality improvements, thereby 
contributing to the financial revenue of the implementing agencies. Beneficiary satisfaction with 
the project-supported water supply, wastewater, and SWM services was high, as expressed in 
various public consultations during project implementation, which provides positive support for 
sustainability. The weak cost recovery ratios in Jilin are of concern but its demonstrated 
institutional strength and planned increase in tariffs will help sustain the outcomes of the project. 
Overall, this validation assesses the project likely sustainable.  

E. Impact  

30. The PCR did not provide an explicit rating for the project’s impact. Impact performance 
indicators and targets were (i) water quality of 48 drinking water sources, including Songhua 
Lake, improved to class III by 2020 from class IV and V in 2007; (ii) water quality of Songhua 
River improved to class III by 2020 from class IV and V in 2007; and (iii) reduction in the 
incidence rate of waterborne diseases in direct project beneficiary areas by 40% by 2020 
compared to that in 2007. It is expected that two of the three impact level targets will be 
achieved.  The indicator on reducing waterborne diseases is weak and without baseline data; 
information available in the PCR on health impacts is also limited. It was indicated that in 
addition to environmental objectives, the project supported the urbanization of small and medium 
cities, local economies, rural–urban integration, and in slowing migration to already congested 
large cities; however, no evidence was provided to support this.20 
 
31. At project completion, the actual beneficiary population was 9.85 million of which 1.74% 
is poor (a decrease of 2.6%).21 Of the total beneficiaries, about 325,000 persons in Heilongjiang 
(4.62%) and 355,000 persons in Jilin (12.24%) were classified as poor based on the weighted 
average local urban poverty line of CNY2,196 per person per year. A “Distribution Analysis and 
Poverty Impact” was undertaken. The share of the net economic benefit of the project accruing 
to the poor was 14.18%. Since the ratio was higher than the poverty ratio (estimated at 7.4% in 
the project area), the analysis concluded that the project was pro-poor.22 Local laborers were 
hired for the construction activities for a total of 4,940 person-years where women accounted for 

                                                
20

  In addition to these achievements, the updated urban development master plan was incorporated in the cities and 
counties covered by the project. 

21
  This includes the 60,000 direct beneficiaries of the Luobei County Fengxiang Town Drainage and Wastewater 
Treatment and the 920,000 for Mudanjiang Urban WWTP Phase II and Intercepting Drainage Pipeline Network—
two subcomponents that were newly added. The figure excludes the beneficiaries of Fujin County Water Supply 
subcomponent, which was canceled.  

22
  The 14.18% share of the net economic benefit does not include the indirect benefits of the project. 
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25.46%, the poor at 19.91%, and ethnic minorities at 7.72%, with all proportions exceeding the 
appraisal targets. During project implementation, 820 person-years of direct long-term 
employment have been generated, including 25% for women, 15% for the poor, and 6.46% for 
the ethnic minorities. 
  
32. The project has catalyzed both government and private investments to reduce pollution 
in the SRB. The project led to the implementation of two Songhua River Basin Water Pollution 
Control and Management Project Private Sector Facility, providing equity loans to a company to 
complete project investments by upgrading wastewater and sludge treatment facilities. It 
became a multi-project initiative and a model of cooperation between two ADB departments— 
East Asia Department and Private Sector Operations Department—to address acute water 
stress in the SRB.23 
 
33. Planned safeguard measures were satisfactorily followed. With the mitigation measures, 
potential adverse environmental impacts were prevented and reduced to acceptable levels. The 
summary environmental impact assessment, including the environmental management plan, 
was prepared in accordance with the ADB Environmental Assessment Guidelines (2003).The 
number of affected persons increased significantly, because non-contracted (reserved) land 
was acquired. External monitoring reports showed that the affected persons were satisfied with 
the compensation package, no grievances were reported, and affected persons were better off 
as a result of the project. During implementation, it was confirmed that the project did not trigger 
the application of the ADB Indigenous Peoples Policy (1998).  
 
34. Overall, this validation assesses the project’s impact satisfactory.24 

III. OTHER PERFORMANCE ASSESSMENTS 

A. Performance of the Borrower and Executing Agency 

35. The performance of the borrower and executing agencies was rated highly satisfactory 
by the PCR. Although there were minor design changes and subcomponent delays, the 
construction schedule, quality, and costs were very well managed as were variations when 
required, which is commendable given the size and complexity of the project. HPG and JPG 
were highly committed to the project and the PMOs were very competent and instrumental in 
organizing capacity-building trainings for the implementing agencies. The borrower and the 
executing agencies performed their responsibilities and obligations effectively and efficiently. 
This validation considers the performance of the borrower and executing agencies highly 
satisfactory. 

B. Performance of the Asian Development Bank  

36. The PCR rated the performance of ADB in managing and administering the project 
satisfactory. The project design had weaknesses and these could have been addressed in the 
course of project implementation. In addition, the DMF could have been revised following the 
significant change in scope with the cancellation of the Fujin WTP in Heilongjiang. ADB 

                                                
23

  ADB. 2010. Songhua River Basin Water Pollution Control and Management Project Private Sector Facility  
Phase 1. Manila; ADB. 2012. Songhua River Basin Water Pollution Control and Management Project Private 
Sector Facility, Phase 2. Manila. 

24
  Beginning May 2016, IED adopts the ratings terminology of the April 2016 Guidelines for the Evaluation of Public 
Sector Operations on development impacts. In this terminology, a satisfactory rating coincides with the significant 
rating that was used before. 
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undertook nine missions, including a midterm review mission and a project completion review. 
Mission reports reviewed were thorough and clear. It is a measure of the capacity of the overall 
project management that the level of ADB supervision was adequate to produce good and 
timely results. This validation views the performance of ADB satisfactory. 
 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS 
 

A. Overall Assessment  and Ratings 
 

37. The PCR rated the project highly successful. The project was effective in improving urban 
environmental conditions and sanitation in the SRB through pollution control and environment 
management. It provided safe and reliable water, wastewater treatment, and solid waste 
management to improve the local residents’ living environment. The project was a culmination of 
many years of strategic planning and policy dialogue between ADB and the PRC in the SRB 
and has since catalyzed a number of follow-up projects. The strategic approach to water 
pollution control is a model for cooperation and is being replicated in Mongolia. Despite minor 
scope changes, the project’s efficiency in reaching a timely completion was assured with 
competent implementation by highly committed executing agencies. The project’s sustainability is 
likely if there is a continuation of effective and sustained policy dialogue on implementing cost 
recovery and tariff reforms. The targets of two of the three impact indicators are likely to be 
achieved and with appropriate information, the target of the third impact indicator may also be 
achieved. Overall, this validation rates the project successful. 
 

Overall Ratings 

Criteria PCR IED Review 
Reason for Disagreement 

and/or Comments 

Relevance Highly relevant Highly relevant  

Effectiveness in 

achieving outcome 

Effective Effective  

Efficiency in achieving 

outcome and outputs 

Highly efficient Highly efficient  

Preliminary assessment 

of sustainability 

Most likely to be 

sustainable 

Likely sustainable The weak cost recovery ratios in 
Jilin are of concern and inhibit the 
likelihood of sustainability 
although it is agreed that 
institutional strengths have been 
demonstrated (paras. 26–29). 

Overall assessment Highly Successful Successful  

Impact Not rated Satisfactory  

Borrower and executing 

agency 

Highly satisfactory  Highly satisfactory  

Performance of ADB Satisfactory Satisfactory  

Quality of PCR  Satisfactory  Refer to para 43. 
ADB = Asian Development Bank, IED = Independent Evaluation Department, PCR = project completion report,  
Note: This report uses the ratings terminology of the April 2016 Guidelines for the Evaluation of Public Sector 
Operations. 
Source:  ADB Independent Evaluation Department.  

B. Lessons 

38. This validation agrees with the three lessons presented in the PCR. The long-term 
partnership with local governments in the SRB is a model for replication as it has demonstrated its 
effectiveness. One key lesson during strategic planning and designing of similar projects that 
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deal with a large number of cities and stakeholders is the importance of identifying cities where 
commitment to project objectives was high even if experience was lacking. Conversely, cities 
without such commitment but with demonstrable need for the project can also be considered. 
 
39. Since national regulations on water and wastewater tariffs, formulated with technical 
assistance from ADB, require full cost recovery, cities and counties that have not yet reached full 
cost recovery must continue to make progress. This validation agrees that effective and sustained 
policy dialogue on cost recovery and tariff reforms is essential.  
 
40. In addition, this validation suggests the following lessons:  
 

(i) Given the importance of the project to women (based on the household survey 
and focus group discussions during appraisal stage), more attention is needed to 
identify an appropriate gender mainstreaming category. Without this, the project 
may lack interventions that could directly improve women's access to and in 
managing basic urban infrastructure.   
 

(ii) The absence of detailed cost estimates and procurement plan that clearly 
allocate funds for external monitoring led to delays in recruiting external 
environment monitoring agencies, reduced the scope of external monitoring, and 
caused delays in the submission of environment monitoring reports for some 
subprojects. The lesson from this can be considered in similar future projects.  

 
C. Recommendations for Follow-Up  

41. This validation fully agrees with the recommendations made in the PCR.  The PCR 
noted that the project helped support the urbanization of small and medium cities, local 
economies, and rural-urban integration; and in slowing migration to already congested large 
cities (PCR, para. 29). It would be useful to undertake a more systematic assessment to 
examine the extent to which this project helped achieve these results as an input to the urban 
sector activities of ADB as a whole. The project performance management system (PPMS) and 
other monitoring documents, or at least a list of monitoring documents, could be appended to 
PCRs and be available for validation. 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Evaluation Design, Implementation, and Utilization 

42. The monitoring and evaluation requirements in the loan covenants were complied with. 
HPG and JPG ensured that each implementing agency monitored and evaluated project impact 
through PPMS. The respective PPMS were prepared with the help of consultants in both 
provinces. As noted, social impacts could have been monitored more closely with more 
intensive gender-segregated data. PMOs prepared monitoring reports on the implementation of 
activities, including a semiannual report on project activities. A midterm review was prepared 2 
years after the commencement of project implementation.  

B. Comments on Project Completion Report Quality 

43. The PCR had a few shortcomings. For example, it reported that in addition to 
environmental objectives, the project played a key role in supporting the urbanization of small and 
medium cities, local economies, rural-urban integration, and in slowing migration to already 
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congested large cities, but did not present sufficient evidence to support this claim. In addition, the 
FIRR was discussed in the efficiency section rather than in the section on sustainability. 
Notwithstanding, the PCR is generally well prepared, clear, and logically consistent. The PCR 
quality is rated satisfactory. 

C.  Data Sources for Validation 
 
44. This validation has benefited from the PCR, report and recommendation of the 
President, loan review mission reports, midterm review mission minutes, and supplementary 
economic and financial analyses. 

D. Recommendation for Independent Evaluation Department Follow-Up 

45. This validation recommends that ADB conducts a project performance evaluation in 
early 2018 when all subprojects have reached design capacity.   
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