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I. PROJECT DESCRIPTION 

A. Rationale 

1. According to the report and recommendation of the President (RRP),1 the government 
identified 118 cities of the People’s Republic of China (PRC) that depended on mining of natural 
resources in their localities. However, these natural resources were either diminishing or being 

                                                
1  ADB. 2008. Report and Recommendation of the President: Proposed Loan to the People’s Republic of China for 

the Gansu Baiyin Urban Development Project. Manila. 
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exhausted after decades of mining production. As a consequence, most of these mining cities 
encountered difficulties in the urbanization process due to their remoteness, imbalanced 
economic structures, limited financial capacity, poor urban infrastructure, and limited 
development prospects. 
 
2. Baiyin City is a medium-sized city in Gansu province, established in the 1950s for mining 
copper. It formerly was the top copper mining city in PRC, accounting for one third of the 
national copper production (RRP, para. 6). However, copper mines in Baiyin were eventually 
exhausted and abandoned. For its future development, the city needed to diversify its economic 
base. In 2008, the government of PRC classified Baiyin as one of the country’s 18 resource-
exhausted cities to be supported under the 2006–2010 national program for economic 
transformation.   
 
3. The Baiyin municipal government identified four leading industries (nonferrous metal 
industry, electricity power, coal mining, and chemical industry) as the engines for sustainable 
economic growth, and eight supporting industries including rare earth, fine chemical, new 
energy, agroprocessing, and tourism (RRP, para. 9). It decided to develop the Southern Baiyin 
Industrial Zone (SBIZ) as the home of the extended industrial production chains through a joint 
effort between the public and private sectors (RRP, para. 10). In addition, it decided to make 
further investments to strengthen and upgrade the city’s basic urban infrastructure, particularly 
to strengthen the road systems in the two urban districts of Baiyin City (Baiyin and Pingchuan 
districts) and to expand the district heating service in the Baiyin district. Investments in road 
systems were to help the two districts complete a basic urban road system supporting their 
urban development needs up to 2030. Investments for expanding the district heating service 
were to improve the quality of life for Baiyin residents by providing reliable and cleaner heating 
services through a centralized district heating system (RRP, para. 11).  

B. Expected Impacts, Outcomes and Outputs 

4. The project’s expected impact was the sustainable and environment-friendly urban 
development of Baiyin. The envisioned project outcome was “facilitated economic diversification 
and transformation and improved quality of life in Baiyin City.” The RRP’s design and monitoring 
framework (DMF) identified six outputs: (i) 6 km2 of land was to be developed in the SBIZ, which 
was to be equipped with basic public infrastructure; (ii) 29.2 km primary or secondary roads and 
14 bridges were to be constructed or upgraded in Baiyin district; (iii) 16.1 km of primary or 
secondary roads and three bridges were to be constructed or upgraded in Pingchuan district; 
(iv) new boilers and related heat transmission and distribution network were to be installed with 
the capacity to expand the district heating service by an area of 3.2 million m2;  
(v) an environmental management system was to be developed and introduced for the SBIZ; 
and (vi) a geographic information system-based urban planning and road and bridge 
management system was to be developed for the Baiyin district.  

C. Provision of Inputs 

5. The loan was approved on 23 January 2008 and became effective on 24 October 2008, 
a month after the envisaged date. The actual closing date was 02 May 2014, a delay of about 
two years with two extensions from the planned closing on 30 June 2012. The total project cost 
was estimated at $161.53 million equivalent, including taxes and duties of $4.7 million. ADB 
provided a loan of $80 million from its ordinary capital resources to help finance the project. The 
ADB loan was to finance about 49.5% of the total project cost. Counterpart funding was to be 
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provided by the Baiyin municipal government, the Pingchuan district government, the Minyue 
District Heating Corporation, and domestic commercial bank loans.  
 
6. The ADB loan was to cover civil works, equipment and supplies, consulting services and 
training, and financial charges during construction, while contingencies were to be financed by 
the government. The government was to onlend the loan proceeds to the Gansu provincial 
government, which was to relend to the Baiyin municipal government on the same terms and 
conditions as those of the ADB loan. The loan proceeds were then to be allocated to the Baiyin 
High Tech Industrial Park Management Commission for implementing the Southern Baiyin 
infrastructure component and the Baiyin City Construction Bureau for implementing the Baiyin 
road improvements component. The Baiyin municipal government was to relend the loan 
proceeds on the same terms and conditions to the Pingchuan district government and the 
Minyue District Heating Corporation for implementing the Pingchuan road improvements 
component and district heating services component, respectively. The Baiyin municipal 
government, the Pingchuan district government and the Minyue District Heating Corporation 
were to assume the foreign exchange and interest risks of the ADB loan. 
 
7. At project completion, actual cost was CNY1,059 million or $172.4 million equivalent.  
The major changes in the cost categories were: (i) a CNY16.5 million decrease in civil works 
due to minor changes in project scope;2 (ii) a CNY90.9 million decrease in management cost; 
and (iii) a CNY70 million increase in land acquisition and resettlement costs. At project 
completion, ADB’s loan of $80 million was fully utilized, representing 46.4% of the total project 
cost, while the Baiyin municipal government, the Pingchuan district government and the Minyue 
District Heating Corporation financed $65.4 million (37.9%), $19.9 million (11.5%), and  
$5.7 million (3.3%), respectively. A domestic bank provided $1.4 million (0.8%) for one year at 
an interest rate of 8.0%. 

 
8. The project was classified Category A under the ADB environmental categorization. An 
environmental impact assessment (EIA) was undertaken for each of the investment components 
under the project. Likewise, a regional environmental impact assessment was undertaken for 
SBIZ to assess and manage the induced environmental impacts that may arise from the 
intensified industrial activities as a result of the economic transformation. 3  The regional 
environmental impact assessment and EIAs were prepared in accordance with relevant laws 
and regulations of the PRC, and incorporated an environmental management plan (EMP) to 
ensure implementation of mitigation measures in the project area.4 The summary EIA concluded 
that after implementation of the mitigation measures specified in the EMP, the adverse impacts 
on physical and natural environment during both the construction and operational stages of the 
project would be largely insignificant (RRP, Supplementary Appendix E, para. 10). The project 
completion report (PCR) indicated that the EMP was implemented well during project 
implementation (PCR, para. 59).5 
                                                
2  After detailed design, some road sections were adjusted to: (i) avoid removal of major facilities and a warehouse of 

a state−owned mining company; (ii) avoid relocation of an irrigation channel; and (iii) improve land use efficiency in 
the western part of the industrial park. 

3  Main potential adverse environmental impacts during project implementation and operation include the disturbance 
of soil and vegetation, water pollution from runoff, high sediment load infiltrating rivers and tributaries, noise impact 
in residential areas, solid waste disposal, and industrial pollution and contamination (RRP, Supplementary 
Appendix E: Summary Environmental Impact Assessment).  

4  Key mitigation measures identified in the EIAs include measures to contain air and noise pollution from district 
heating station; prevent soil erosion and soil contamination from construction activities; control water contamination 
by hazardous wastes and siltation into water bodies; and control vehicle emission and traffic noise  
(RRP, Supplementary Appendix F: Environmental Management Plan).    

5  ADB. 2015. Completion Report: Gansu Baiyin Urban Development Project in the People’s Republic of China.  
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9. The project’s land acquisition and resettlement impacts were considered significant. In 
total, about 730.4 hectares (ha) of land were to be permanently acquired, of which 153.6 ha 
(21%) was classified as farmland. Permanent land acquisition was to affect 1,619 households or 
6,272 people. Also, the project was to require the temporary acquisition of 13.5 ha of 
unoccupied state-owned land along the roads to be improved. A total of 328 households or 
1,450 people were to be relocated and about 61,012 square meters (m2) of residential houses 
were to be demolished. Forty two enterprises and shops with a total of 1,378 employees were to 
be affected and 28,814 m2 of nonresidential structures were to be dismantled.6 There were no 
ethnic minority people among the affected persons. 
 
10. The PCR indicated that a total of 2,056.3 mu 7  of land was acquired permanently  
(3.1% less than in the resettlement plan). Demolition encompassed 66,821.1 m2 of residential 
structures and 16,066 m2 of commercial buildings. Accordingly, 1,069 households and  
3,837 persons were affected by permanent land acquisition, 220 households and 957 persons 
by residential structure demolition, and 17 enterprises with 174 employees by nonresidential 
structure demolition. The land acquisition agreements with the affected villages or households 
were reached on the basis of consultation. The closing of 64 small boilers under the district 
heating supply component affected 56 permanent and 74 temporary staff. All 130 of these 
workers were reemployed in operating and maintaining the new heat exchange stations. Most 
affected persons now enjoy higher incomes, easier access to public services, and more 
employment opportunities. Incomes of affected persons were also restored (PCR, paras. 
61−63). 

 
11. The project was to fund 18 person-months of international and 116 person-months of 
national consulting services to support capacity development for the Baiyin municipal 
government in the areas of environmental management, integrated urban planning and 
management, and institutional strengthening for project implementation and management. 
Consulting services were required for (i) designing and introducing an environmental 
management plan for the SBIZ; (ii) developing a geographic information system-based  
urban planning and road and bridge management system; and (iii) providing project 
implementation management support for the project management office and implementing 
agencies. A consulting firm was engaged that provided 18 person-months of international 
consulting services (6 consultants) and 134 person-months of national consulting services  
(17 consultants). The consulting services contract was extended to 31 December 2014 to match 
the project extension.  

D. Implementation Arrangements 

12. The RRP stipulated that the Baiyin municipal government was to be the executing 
agency for the project. A project leading group headed by the mayor of the Baiyin municipal 
government was established and was to be responsible for directing the project and providing 
policy guidance during implementation. The project leading group was to comprise 
representatives from the Baiyin Development and Reform Commission, the Baiyin Finance 
                                                                                                                                                       

Manila. 
6  In addition, some productive assets, ground attachments, and public infrastructure and facilities were to be affected 

including electric poles, toilets, fences, hand-pumped wells, doors, pigpens, platform, barns, greenhouses, 
concrete and asphalt roads, and trees. Of the total affected population, 1,619 households or 6,272 people were 
rural residents, and 1,584 were urban residents, owners of structures with or without certificates, private business 
owners, and staff. 

7  Mu is a unit of land measure equivalent to 667 m2. 
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Bureau, the Baiyin Land Management Bureau, the Baiyin Environmental Protection Bureau, the 
Baiyin City Construction Bureau, the Baiyin Foreign Affairs Administrative Bureau, the Baiyin 
Urban Comprehensive Development Bureau, the Baiyin district government, and the Pingchuan 
district government.  
 
13. A project management office was set up under the project leading group to be 
responsible for the day-to-day operations and for coordinating the implementation of project 
activities. The project management office was to be headed by a director appointed by the 
Baiyin district government and was to comprise 10 staff, including at least two 
engineers/procurement specialists, two financial specialists, two safeguard specialists, and one 
English translator. The project was also to have four implementing agencies: (i) the Baiyin High 
Tech Industrial Park Management Commission for the Southern Baiyin infrastructure 
component, (ii) the Baiyin City Construction Bureau for the Baiyin road improvement 
component, (iii) the Pingchuan district government for the Pingchuan road improvement 
component, and (iv) the Minyue District Heating Corporation for the district heating services 
component. A project implementation unit was to be established within each implementing 
agency. The project was to be implemented over a 4–year period from 2008 to 2011. 
 
14. During implementation, the Baiyin municipal government was the executing agency for 
the project and a project leading group headed by the Baiyin municipal government’s mayor 
was established. A project management office was set up under the project leading group. The 
four implementing agencies were established within each implementing agency to undertake 
detailed implementation activities. The implementation arrangements were satisfactory. 

 
15. Of the 66 conditions and covenants, all were complied with except for one. Progress 
reports, environmental monitoring reports, resettlement monitoring reports, and annual audited 
project financial statements were of satisfactory quality and were submitted on time. Issues 
identified in annual audit reports were rectified. Project covenants required Minyue District 
Heating Corporation to maintain a cost recovery ratio of not less than 1.2:1. The Corporation 
failed to comply with this covenant, which was lower than 1 during the 2010–2014 period. The 
noncompliance was mainly due to low heating tariffs in Baiyin and high heat production cost (for 
coal). Although the residential heating tariff was increased from CNY13/m2 to CNY17/m2 in 2008 
in Baiyin, it was still the lowest among all cities in Gansu Province. The price of coal, which 
constituted more than 70% of the total heat production cost, was high during 2009–2012. This 
resulted in financial losses of CNY37 million by year-end 2012. The financial projections showed 
that Minyue District Heating Corporation’s cost recovery ratio will increase to 1.1 only by 2018. 

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

16. The PCR indicated that the project was highly relevant to the government’s development 
strategy and ADB’s operational priorities. Baiyin was one of the first 18 mining cities classified 
by the government as resource-exhausted. Under the 11th Five-Year Plan (2006–2010), the 
government decided to provide special support for the resource-exhausted mining cities to 
facilitate their economic transformation. The PCR also indicated that the project was consistent 
with ADB’s Urban Sector Strategy and the strategic focus of ADB operations in the PRC. It 
stated that the project design incorporated lessons from previous urban projects and included 
innovations, such as special capacity building support to the executing and implementing 
agencies to develop and implement an environmental management plan for the industrial zone. 
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It also noted that the project was the first project loan to finance infrastructure in an industrial 
park in the PRC, which makes it an innovative approach. The project scope was adjusted after 
the midterm review in response to the reprioritized urban transport development plan and to 
minimize impacts of land acquisition and resettlement. Additional road rehabilitation works were 
added so that the objective of a strengthened transport network could be achieved. 
 
17. In this validation’s view, the project was related to the government’s development 
objectives and ADB’s strategic priorities. The validation notes the district heating component 
involved physical civil works, such as replacing the old boilers with new heating plant, laying 
down heat transmission pipelines, and installing heat exchange stations. The new heating 
system helped improve heating efficiency and reduce annual coal consumption and sulfur 
dioxide emissions. However, it continued using coal and the project provided no measures or 
plans to help the city move the heating source away from coal in the future.  
 
18. The validation is of the view that the project formulation team could have carried out 
more extensive studies to include in the project design innovative measures to gradually phase 
out coal as the heating source. This is especially important given that the ADB’s energy policy8 
was already forthcoming at the time of project appraisal. The energy policy supports for energy 
efficiency improvements. ADB encourages its developing member countries to adopt available 
cleaner technologies and renewable energy projects are prioritized. In this case, ADB supported 
a coal project which is neither clean nor renewable. This validation reserves concern about the 
sustainability of the improved life quality in the Baiying City from the view point of air quality, due 
to the use of coal in the heating component. This is a major shortcoming in the project design 
that precludes a highly relevant rating, as such would require a flawless project design 
throughout the project cycle. On this basis, the validation assesses the project relevant.9 

B. Effectiveness in Achieving Project Outcomes and Outputs 

19. The PCR rated the project effective. The DMF specified seven outcome indicators. After 
approval of the minor changes in scope, the achievement of outcome targets was moved from 
end of 2011 to end of 2013. The first indicator—40% of the newly developed industrial land in 
SBIZ committed to enterprises—was exceeded as 62% was leased out to 37 enterprises. The 
second indicator—completion of the environmental management system (EMS)—was achieved 
as the EMS was completed and put in operation in 2013. The third indicator—urban road 
transport framework established in Baiyin and Pingchuan disctricts—the Baiyin Urban 
Development Master Plan 2001–2020 included an urban road transport framework for Baiyin 
district and the Master Plan was updated to 2030. The fourth indicator—detailed vehicle 
emission control action plans approved—the plan was approved and made effective by the 
Baiyin municipal government in 2012. The fifth indicator—expansion of the district heating 
service area in Baiyin by 1.3 million m2 to benefit 10,000 households including 10% low-income 
families—the heating service area was expanded by 3.1 million m2 by 2013, benefitting  
25,000 households, of which about 4,500 (18%) were low-income households. The sixth 
indicator—63 low-efficiency and highly polluted heating boilers demolished—a total of  
64 low-efficiency and highly polluting community heating boilers were demolished. Lastly, the 
seventh indicator—a special heating assistance program put in place to ensure low-income 
families have access to the improved heating service—the program was put in place from  
1 November 2008, under which low-income households receive an annual heating subsidy of 
CNY4.0/m2. 

                                                
8  ADB. 2009. Energy Policy. Manila. 
9  EARD did not agree with the downgrade of the PCR rating. 
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20. The DMF was modified after a minor change in scope (footnote 2). The changes to the 
DMF included: (i) the reduction of the project area in the SBIZ from 6 km2 to 4.7 km2 and the 
reduction in the construction of primary and secondary roads in the SBIZ from 24.9 km to  
18.4 km; and (ii) the target of 29.2 km of roads and 14 bridges to be constructed for the Baiyin 
district was reduced to 16.58 km of roads and 6 bridges, and 225,000 m2 pavement for six roads 
with a total length of 7.6 km was to be repaired.  
 
21. Except for the shortfall in 18.4 km road construction in the SBIZ to avoid farmland 
acquisition (PCR, Appendix 9, para. 11), all target outputs were achieved. A total of 4.7 km2 of 
land was developed in the SBIZ. In addition, 16.6 km of eight primary or secondary roads and 
six bridges were constructed by end 2013 and 225,000 m2 of pavement was repaired for six 
existing roads with a total length of 7.73 km. Six new roads for 12.2 km (Pingchuanbei, 
Guangchang, Kaifa, Yihao, Gonghe, and Dizhi roads) were constructed, 3.5 km of the 
Changzhengdong road was rehabilitated, and three bridges were constructed. A new heating 
plant with a 4x58 megawatt capacity was constructed, along with two 12.6 km heat transmission 
pipelines and 20 heat exchange stations. The detailed proposal for establishing the EMS was 
submitted to Baiyin High Tech Industrial Park for consideration in 2012 and was put in operation 
in 2013. The geographic information system-based urban planning and road and bridge 
management system was put into operation in 2012 (target was 2011). Given that target 
outcomes and outputs were largely achieved, the validation views the project effective. 

C. Efficiency of Resource Use in Achieving Outcomes and Outputs 

22. The PCR rated the project efficient. There were no cost overruns if yuan appreciation 
was excluded. The PCR stated that the financial internal rate of return (FIRR) and economic 
internal rate of return (EIRR) were re-evaluated to assess the project’s efficiency. The validation 
notes that project efficiency is measured by the EIRR, while project sustainability is measured 
by the FIRR. Discussion of the FIRR should have been in the sustainability section of the PCR. 
 
23. The PCR showed that the recalculated EIRR for the Baiyin and Pingchuan district roads 
components was 13.3%, versus the 14.2% estimated at appraisal. The lower EIRR for the road 
improvement components was mainly due to the delayed implementation of the civil works. The 
SBIZ component’s recalculated EIRR was 16.6%, higher than the 12.9% at appraisal, 
attributable to greater economic benefits from more jobs created by the component. The district 
heating component’s recalculated EIRR without environmental benefits was 17.6% and the 
EIRR with environmental benefits was 21.9%, both were lower than the EIRRs at appraisal 
(19.7% and 23.8%, respectively). The lower EIRR for the heating component was due to higher 
operation and maintenance costs as a result of the increased coal prices, despite the earlier 
completion of the heating supply. The overall project’s recalculated EIRR was  
15.5% (without environmental benefits), higher than the 14.3% at appraisal.  

 
24. Economic benefits of the Baiyin and Pingchuan district road improvements were based 
on: (i) savings in vehicle operating costs; (ii) savings in travel time; and (iii) savings due to 
reduced costs of road accidents. Economic benefits of the district heating component were 
based on: (i) savings from improved energy efficiency in the form of reduced coal consumption; 
and (ii) environmental improvement from reduced environmental costs of pollutant emissions, 
such as sulfur dioxides, suspended particulates, and carbon dioxide. The benefit transfer 
method was used in evaluating the environmental benefit to human health and welfare. For both 
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these components, the PCR also did not provide details how these benefits were valued or how 
they were shadow priced.10  
 
25. Economic benefits from the SBIZ component were measured in terms of wages and 
other employment benefits. In this validation’s view, this is incorrect since wages are economic 
costs rather than benefits. Economic benefits should have been measured in terms of  
value-added or operating surplus, that is, the economic value of output less labor costs, 
materials, utilities, among other inputs. The PCR did not include other benefits, such as 
increased land value as land use changed from wasteland or mining land to industrial land, due 
to lack of information and land value increase was not quantified for economic re-evaluation.    

 
26. In terms of process efficiency, project implementation had a slow start-up because the 
director responsible for the project management office was changed and new staff members 
were not familiar with the project. After the reappointment of the former director to the project 
management office a year later, project implementation improved. The district heating 
subproject was completed in 2010, one year ahead of schedule. The Pingchuan district road 
improvements were completed in 2012, as scheduled. Completion of the SBIZ infrastructure 
and Baiyin district road improvements was delayed by two years because of the difficult and 
lengthy land acquisition and resettlement negotiations. The Baiyin municipal government, 
project management office, and implementing agencies had strong ownership of the project and 
resolved difficulties encountered in land acquisition and resettlement, thus enabling the project 
to be completed within the extended loan period of 2 years. Other than these delays related to 
land acquisition and resettlement, implementation of project works largely followed the 
schedule. Based on these observations, the validation assesses the project efficient. 
 
D. Preliminary Assessment of Sustainability 
 
27. The PCR rated the project likely sustainable. It indicated that project facilities were 
constructed in accordance with required standards and technical specifications. For the roads 
components, the Public Utilities Management Office is responsible for operations and 
maintenance of the newly constructed and rehabilitated roads. Staff were well trained and 
adequate budget was allocated for operations and maintenance. 
 
28. The PCR recalculated FIRRs for the two revenue-generating components, SBIZ and the 
district heating component. Both were lower than at appraisal: 7.3% compared to 8.7% at 
appraisal for SBIZ, and 6% compared to 6.4% at appraisal for district heating, and. For the SBIZ 
component, the lower FIRR was a result of less industrial land area developed and therefore, 
less revenue from the lease of the land and tax income from enterprises. For the district heating 
component, the lower FIRR was due to the increase in the price of coal and electricity resulting 
in higher operations and maintenance costs. The PCR showed the recalculated weighted 
average cost of capital of 3.6% for the SBIZ component and 2.6% for the district heating 
component (PCR, Appendix 7), indicating the project is financially viable.   
 
29. With regard the project’s outcome—facilitated economic diversification and 
transformation and improved quality of life in Baiyin City—in the validation’s view, economic 
diversification and transformation in Baiyin City has been facilitated and will likely sustain as the 
target output and outcome indicators have been achieved and required institutional support and 

                                                
10  The PCR and the spreadsheets did not provide the assumptions behind the "without project" scenario, mainly the 

"without project" traffic forecast, that determines savings in VOCs, time savings, savings from reduced road 
accidents and how they were shadow priced (which ones are tradable and which are non-tradable).   
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financial conditions have been put in place. The validation, however, has a concern about the 
sustainability of the improved life quality in Baiyin City, especially from the view point of air 
quality. The new heating boilers still use coal and there is no plan to replace it with clean energy 
sources. The recent improvements in public health and life quality might be offset as the system 
gets old and carbon and sulfur dioxide emissions increase in the future. During project 
implementation, the project team could have discussed with the government possible measures 
to move the heat source away from coal to ensure the project’s outcome will sustain. 
Acknowledging the project’s significant achievements in totality,11 the validation agrees with the 
PCR rating of likely sustainable. 

E. Impact 

30. The validation notes the DMF indicated that most performance targets were met, some 
were exceeded. Baiyin maintained its gross domestic product growth at a double-digit annual 
rate from 2005 to 2013 (the target was for period 2005–2015). Data for 2014 and 2015 were not 
available. The SBIZ created 26,086 new jobs during 2007–2013. Another 3,526 new jobs were 
expected to be created by new enterprises that concluded or were to conclude agreements of 
land lease in 2015. Together, the target of 5,400 new jobs created by 2015 was exceeded. Of 
the 4.7 km2 newly developed industrial land, about 62% was occupied by tenant enterprises by 
2013, compared to a target of 50% in 2012 and 80% in 2015. Data for 2015 was not shown.  
 
31. The environmental management plan was implemented as designed and agreed by 
ADB and the Baiyin municipal government. Road accident fatalities were 2.7 per 10,000 motor 
vehicles in 2012. The target was 10% reduction from 16 per 10,000 motor vehicles in 2015, or 
14.4 per 10,000 motor vehicles. Data for 2015 was not available. The number of public bus lines 
increased by 33% from 9 routes to 12 routes in Baiyin district, and by 166% from 3 routes to  
8 routes in Pingchuan district, exceeding the target of 20% and 33%, respectively. The district 
heating service area in Baiyin district expanded by 3.1 million m2 by the end of 2013 (target was 
2.6 million m2 by 2015), benefiting 25,000 households including about 4,500 (18%) low-income 
households (target was 20,000 households including 10% low-income households).  
 
32. Annual sulfur dioxide emission in Baiyin city was reduced from 138,401 tons in 2006 to 
119,912 tons in 2011 and 106,941 tons in 2012. Annual coal consumption by power supply and 
heating supply enterprises was reduced from 8.3 million ton in 2010 to 6.97 million ton in 2012. 
The project contributed about 1,000 ton annual sulfur dioxide emission reduction and 30,000 ton 
coal consumption reduction. On this basis, the validation assesses the project’s impact 
satisfactory. 

III. OTHER PERFORMANCE ASSESSMENTS  

A. Performance of the Borrower and Executing Agency 

33. The PCR rated the performance of the borrower, executing agency, project management 
office, and implementing agencies satisfactory. The executing agency, project management 
office, and implementing agencies retained strong ownership and commitment to the project. 
The project leading group, headed by the mayor, held periodic meetings to review 
implementation progress and provided policy guidance during implementation. The Baiyin 
municipal government, Minyue District Heating Corporation, and Pingchuan district government 
                                                
11 The investment in the heating component ($10.1 million) comprised 5.8% of the project total cost ($172.4 million) 

(PCR, Appendix 2). 
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provided counterpart funds in a timely manner. When the project encountered difficulties in land 
acquisition and resettlement, the Baiyin municipal government responded actively, reevaluating 
the situation, reprioritizing the urban transport construction plan, and worked with ADB to adjust 
the project scope to reduce the land acquisition and resettlement impacts. The Baiyin municipal 
government consulted extensively with affected people and mobilized additional counterpart 
funds for timely compensation payments. As a result, resettlement was completed in May 2013, 
which helped complete construction works by the end of 2013. 
 
34. The PCR indicated that the project management office played a critical role in 
coordinating among different government agencies and with ADB. Since this was the first urban 
development project in Gansu province, lessons learned were actively shared by the project 
management office with other urban development projects within the province and with other 
project management offices and implementing agencies during the 2013 PRC country portfolio 
review. It also indicated that the Gansu Finance Department managed the imprest account and 
processed fund withdrawals and reimbursement applications in a timely and effective manner. 
The Gansu Development and Reform Commission reviewed and approved in a timely manner 
the proposed change of project scope to ensure that all construction works were completed by 
the end of the extended loan period. The validation views the performance of the borrower and 
executing agency satisfactory. 

B. Performance of the Asian Development Bank 

35. The PCR rated the performance of ADB in managing and administering the project 
satisfactory. It conducted seven loan administration missions and provided timely inputs to the 
project management office, implementing agencies, and consultants. ADB responded to 
government requests regarding project implementation during the 2011 midterm review mission, 
worked closely with the executing and implementation agencies, and provided guidance to 
prepare additional roads rehabilitation works for a minor change in project scope. Based on 
these grounds, this validation assesses ADB’s performance satisfactory. 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS  

A. Overall Assessment and Ratings 

36. The PCR rated the project successful. This validation also rates the project successful. 
The validation, however, downgraded the relevance rating from highly relevant to relevant as 
the project design has a notable shortcoming. The heating component continues to use coal 
and the project has no measure or plan to replace it with clean energy sources in the future. The 
table below provides the PCR and validation ratings. 

Overall Ratings 
  Criteria PCR IED Review Reason for Disagreement and/or 

Comments 
Relevance Highly relevant Relevant The heating component still uses coal 

and there is no measure or plan in the 
project design to replace it with clean 
energy sources in the future (para. 17). 

Effectiveness in 
achieving outcome 

Effective Effective 
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  Criteria PCR IED Review Reason for Disagreement and/or 
Comments 

Efficiency in achieving 
outcome and outputs: 

Efficient Efficient  

Preliminary assessment 
of sustainability 

Likely 
sustainable 

Likely 
sustainable 

As a whole, the project is rated likely 
sustainable, given adequate 
sustainability of the project 
infrastructure components. 
Notwithstanding, the validation 
reserves a concern about the 
sustainability of the improved life quality 
in the Baiying City from the view point 
of air quality, due to the use of coal in 
the heating component (para. 29). 

Overall assessment: Successful Successful  
Impact Not rated Satisfactory Refer to paras. 30–32. 
Borrower and executing 
agency Satisfactory Satisfactory 

 

Performance of ADB: Satisfactory Satisfactory  
Quality of PCR:  Satisfactory Refer to para. 42. 

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   

37. The PCR identified four lessons. First, a detailed and well structured environmental 
management system helps ensure that the environmental targets are met, potential 
environmental risks identified in advance, and actions and measures taken immediately to 
respond to emergencies. In this project, it enabled SBIZ to become an environmentally friendly 
industrial park. Second, the social impacts of land acquisition and resettlement in urban projects 
are usually largely due to the high population density in urban or semi-urban areas. 
Compensation rates can rise during implementation as infrastructure construction increases the 
land value and affects private property. Land acquisition and resettlement implementation may 
be delayed beyond the project’s control because it is influenced by the urbanization process. 
Third, procurement of civil works should take full consideration of land acquisition and 
resettlement progress, otherwise, disputes may arise and land cannot be acquired and 
transferred to contractors to commence contract execution on time. Fourth, detailed on-site 
survey and geological exploration could improve the project’s engineering design to minimize 
implementation delays due to unexpected geological conditions and missing items in the bill of 
quantities.  
 
38. This validation adds a lesson on project design. While the heating component helped 
expand the heating service area and reduce the annual coal consumption and sulfur dioxide 
emissions as targeted, the project formulation team could have carried out more extensive 
studies to include in the project design innovative measures to gradually phase out coal as the 
heating source. This is especially important given the ADB’s new energy policy. In the future, 
ADB will need to take a more cautious approach to decarbonize, as called for by the Special 
Adviser to the United Nations Secretary-General.12  

                                                
12  http://lnadbg1.adb.org/oer0012p.nsf/0/7D00250AE1F8FC1D48257E990001358B/$file/6Aug-business-mirror-

rev.pdf 
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C. Recommendations for Follow-Up 
 
39. The PCR suggested five recommendations. First, the Baiyin Housing and Urban-Rural 
Development Bureau should continue upgrading the geographic information system to make 
sure it is fully functional for urban utilities planning, construction, and maintenance. Second, the 
Baiyin project management office should continue to monitor the impact indicators for  
2015–2016 and report the results to ADB. Third, the Baiyin municipal government should 
introduce best practices of the environmental management system to other industrial parks in 
Baiyin to improve environmental management. Fourth, for urban development projects, project 
design should fully consider the complexity of land acquisition and resettlement impacts. The 
risk of delay in land acquisition and resettlement due to change in the overall urbanization 
schedule should be evaluated and mitigation measures identified. Adequate budget for land 
acquisition and resettlement, with sufficient contingencies for potential increase in compensation 
rates, should be fully included into the project cost estimates. Procurement activities should be 
synchronized with implementation progress on land acquisition and resettlement activities. Fifth, 
ADB should set financial covenants consistently for heating projects so that financial 
performances of heating supply companies are comparable. In this validation’s view, the fourth 
recommendation is more of a lesson than a recommendation, and it seems to have already 
been discussed in the lessons section above. This validation concurs and has no other 
recommendation to offer. 

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Evaluation Design, Implementation, and Utilization 

40. The RRP required that a project performance monitoring system be established. Its 
indicators were to include: (i) occupation rates of the SBIZ, (ii) additional employment 
opportunities created by the SBIZ, (iii) adequacy level of the environmental management 
system for the SBIZ, (iv) service level of the improved road systems in Baiyin and Pingchuan 
districts, (v) vehicle emission control enforcement measures, (vi) fatalities from road accidents, 
(vii) service level of district heating service, and (viii) air quality measurements. Under the 
project performance monitoring system framework, baseline and progress data was to be 
reported at specific time intervals, including semi-annual reporting of the environmental 
management plan. 
 
41. The requirement for a project performance monitoring system was covenanted and the 
PCR confirmed that the covenant was complied with. The project performance monitoring 
system was established with the assistance of a consulting company. However, the PCR did not 
provide an assessment of the performance and monitoring system. 

B. Comments on Project Completion Report Quality 

42. The validation assesses the PCR quality satisfactory. The PCR followed the guidelines 
and, in general, was well presented with sufficient details in support of the ratings. Lessons and 
recommendations were adequate. The PCR’s major shortcomings were the inadequate 
shadow-pricing of subproject inputs and outputs and valuation of benefits in the EIRR 
calculation. There was also no assessment of the project performance management system. 
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C. Data Sources for Validation 
 
43. Data sources included the RRP, PCR, and loan review mission reports. 
 
D. Recommendation for Independent Evaluation Department Follow-Up 
 
44. The PCR suggested that a project performance evaluation be conducted in 2017. By 
that time, the district heating component and other project facilities will have been operating for 
about 3 years. This validation agrees with this recommendation and suggests that EARD 
specialists may exceptionally join part of the project performance evaluation mission and 
engage in a dialogue with the government on an optimal approach to phase in clean energy. 
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