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I. PROJECT DESCRIPTION 

A. Rationale  

1. During the 22-year period of conflict and insurgency (1979−2001) there had been severe 
damage and underinvestment in Afghanistan’s power system, which resulted in very low 
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electrification. In 2003, about 5% of the country’s 28 million people had access to grid electricity 
and the per capita electricity consumption was 21 kilowatt-hours per year (kWh/y). The low 
electricity consumption, coupled with a lack of other energy resources (gas and liquid fuels), 
constrained economic growth and made it difficult to improve most social indicators. Further, the 
high altitude and severe winter resulted in a high consumption of biomass. It was estimated that 
in 2002, 90% of the energy required for cooking and heating was derived from biomass (crop and 
animal residue, firewood, and charcoal), which had serious ecological consequences. 1 
Development partners gave a high priority to supporting the government in developing the power 
sector, which urgently needed new investments in generation, transmission, and distribution. 
Power imports from neighboring countries also merit serious consideration. 
 
2. In 2005, the Board of Directors of Asian Development Bank (ADB) approved the $50 
million Power Transmission and Distribution Project to construct and rehabilitate the transmission 
network and associated substations and low-voltage distribution networks in its capital Kabul and 
adjacent rural areas.2 The approval was for a SDR17.298 million loan ($26.5 million equivalent) 
for the transmission network, a $23.5 million grant from ADB’s Special Fund (for the substations 
and distribution network, and a $750,000 technical assistance for capacity building. ADB 
approved financing for the entire estimated cost of the project and capacity building in accordance 
with the approved waiver or cost-sharing limits for loans and TA operations for Afghanistan, 
reflecting the government’s dependency on foreign aid, lack of suitable conditions for private 
sector investment, and the post-conflict environment. Project design and preparation drew on the 
lessons from the ongoing implementation of the Emergency Infrastructure Rehabilitation and 
Reconstruction Project,3 and complemented two other transmission projects for connecting Kabul 
to Uzbekistan and Tajikistan. 4 A project completion report (PCR)5 was prepared in September 
2016. 

B. Expected Impacts, Outcomes, and Outputs  

3. The project’s goal was improved and cost-effective power supply to all consumers. The 
project’s purpose was improved power supply in the northern, eastern, and southern provinces.6 
There were no explicitly stated project impacts.  
 
4. The project’s outputs were in two categories, investment and institutional. For the 
investment, they were (i) rehabilitation and expansion of 110 kilovolt (kV) and 220 kV transmission 
lines, grid substations, and distribution networks; (ii) connection of additional consumers to the 
grid; (iii) provision of electricity connection kits; and (iv) implementation of social safeguards 
(linked directly to project components). The institutional output was improvement of capacity of 
the government agencies. 

                                                 
1 Milbrandt, A., and R. Overend. 2011. Assessment of Biomass Resources in Afghanistan. Golden: National 

Renewable Energy Laboratory. 
2  ADB. 2005. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Asian 

Development Fund Grant and Technical Assistance to the Islamic Republic of Afghanistan for the Power 
Transmission and Distribution Project. Manila. 

3  ADB. 2003. Report and Recommendation of the President to the Board of Directors on a Proposed Loan to the 
Transitional Islamic Republic of Afghanistan for the Emergency Infrastructure Rehabilitation and Reconstruction 
Project. Manila. 

4  These were the Hairatan–Pul-e-Khumri line, funded by ADB; the Pul-e-Khumri–Kabul line, funded by the US and the 
Government of India; and Sherkhan Bandar to Pul-e-Khumri, funded by ADB. 

5  ADB. 2016. Completion Report: Power Transmission and Distribution Project in Afghanistan. Manila. 
6  The project was approved in 2005 and used the design and monitoring framework in effect at the time, therefore 

there were no explicitly stated project impacts.  
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C. Provision of Inputs  

5. The project was approved on 14 April 2005. The grant and loan agreements were signed 
on 2 August 2005, and expected to become effective by 2 November 2005. Two extensions were 
approved and the financing became effective on 2 March 2006. The PCR attributed the four-
month delay to changes in government systems, centralized procedures in Ministry of Finance, 
and delays in obtaining legal opinions. 
 
6. The original closing date of the grant was 31 December 2008; the project was extended 
four times to close on 31 July 2014, a delay of 67 months. The original and actual closing date of 
the loan was 31 December 2015. The project was delayed due to (i) significant delays in the 
approval of the government’s budget, and policy changes related to payment for land acquisition 
and resettlement activities; (ii) a 15-month lag in recruitment of the implementation supervision 
consultant (Power Grid Corporation of India Limited); (iii) the need to replace the implementation 
supervision consultant, which was accomplished in September 2009 with the appointment of 
Snowy Mountains Engineering Corporation; and (iv) delay in award of the construction contract 
to Kamani Engineering Corporation by nearly 2 years, to September 2007; (v) re-prioritization and 
realignment of distribution networks because insufficient funds had been allocated; (vi) the need 
for demining in the project area; and (vii) general deterioration in the security environment leading 
to frequent work stoppages and an overall delay of 5 years in project completion.  
 
7. The transmission, substation, and distribution works were divided into three lots by 
geographic area: northern (Lot 1), eastern (Lot 2), and southern (Lot 3). Kamani Engineering 
Corporation was the only bidder that responded to the 30 September 2005 bid opening for 
international competitive bidding, and the bid price for all lots was much higher than planned at 
appraisal. The bid price for northern region was 181% higher than the $10.4 million at appraisal 
and the eastern region 110% higher than the $11.7 million at appraisal. In addition to the cost 
concerns, the security situation had deteriorated in the southern region and, therefore, ADB 
canceled the southern region (Lot 3) at the request of the government in December 2008. Other 
donors were also operating in the Lot 3 project area and some of the intended works were taken 
up through their programs. The PCR adds that in 2012, ADB and the United States (US) 
government approved funding for a transmission line, two substations and distribution network for 
achieving about 45,000 new household connections.7 
 
8. ADB approved an additional reduction in the project scope at the government’s request in 
December 2010. The project had planned to spend $740,000 to provide 18,000 safe and 
affordable household electricity connections through connection kits. However, the actual 
demand for kits was greater than 18,000 units and it was difficult to ensure equitable distribution 
of kits among the ethnically divided population. Besides, various donors, including ADB, had plans 
to finance additional connections in the project area, which justified the cancellation of this project 
component. Communication equipment and vehicles, to support the project, were not procured 
through the project, and were provided by German and US financing to the Ministry of Energy 
and Water (MEW).  

 
9. The project cost at appraisal was estimated to be $50 million. The actual cost for the 
reduced scope of works (northern and eastern lots only) was $68.27 million. The major reasons 
of cost overrun were the absence of standard and benchmark unit costs for the country during 
project preparation, and an inadequate upfront determination of the bill of quantities that led to 

                                                 
7 ADB. 2012. Periodic Financing Request Report for Tranche 4 (G-0332) of the Energy Sector Development 

Investment Program. Manila (Grant-0332-AFG, approved on 4 December). 
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several contract variations and consequent delays. ADB’s total disbursements were reduced to 
$47.4 million due to the project scope changes. The project financing plan was amended in June 
2007 to include a government contribution of $21.27 million to fund price variations, land 
acquisition and resettlement costs, taxes and customs duties, and installation of service 
connections for power distribution networks.8  
 
10. The approved $23.5 million grant was decreased to $22.76 million, and the actual 
disbursed amount was $21.8 million. The proceeds of the grant were identified for construction 
and rehabilitation of 10 substations and eight distribution networks in northern, central and 
eastern, and southern areas. The grant supported the commissioning of six grid substations, as 
those intended for the southern region (Lot 3) were excluded from the scope of this project and 
two substations in the remaining project area were technically infeasible due to the minimal load 
requirements to support the planned rehabilitations. At appraisal, 90,700 electricity connections 
were planned through the distribution systems. The actual number of connections provided was 
13,200 (6,200 for Lot 1 and 7,000 for Lot 2). The canceled connection kits program was also to 
be funded by the grant.  
 
11. The approved loan amount was $26.5 million; the actual loan amount was $25.2 million. 
The proceeds of the loan were identified for construction of 216 kilometers (km) of transmission 
lines. The detailed optimized project design resulted in (i) northern area (Lot 1) from 
Sherkanbandar to Imam Sahib 110 kV single circuit, 17.5 km (20 km at appraisal); and (ii) eastern 
area (Lot 2) from Naghlu and Jalalabad 110 kV single circuit, 62.8 km (75 km at appraisal); and 
from Mehtarlam to Jalalabad 110 kV double circuit, 33.9 km (17 km at appraisal). The southern 
area—from Kabul to Breshnakt (12 km) 110 kV double circuit, and from Kabul to Puli-Alam (43 
km) and from Puli-Alam to Gardez (51 km) 220 kV one circuit of double circuit—was canceled. 
The implementation consultant was paid from loan proceeds. At appraisal, the budget for the 
implementation consultant was $1.1 million. Power Grid Corporation India Limited was initially 
contracted for $0.7 million and its contract lapsed without any significant and tangible progress. 
Snowy Mountain Engineering Corporation (SMEC) was then awarded the contract for $0.7 million; 
it was time and cost based, the contracted value increased with each project extension, and 
SMEC was ultimately paid $2.4 million.  
 
12. A $750,000 advisory capacity-building TA was included in the project to strengthen MEW’s 
project management, planning, design, implementation, and operation and maintenance 
activities. The TA was to be implemented in two phases. Phase 1 was to assess training needs, 
formulate training courses, identify training specialists, and deliver courses for MEW staff. Phase 
2 was to develop training skills in system operations and train operations staff. However, the TA 
was terminated after partial completion of Phase 1, which delivered about half of the training 
courses. The actual disbursement was $164,656. Early termination of the contract became 
necessary because (i) international trainers were unable to travel to Afghanistan owing to security 
concerns, (ii) identifying trainees was difficult because of reorganization involving MEW and the 
power company, and (iii) counterpart arrangements were unclear. The TA completion report was 
prepared in November 2007 and the TA was rated partly satisfactory. 

 
 

                                                 
8 It is noted that the PCR states that the project financing plan was amended in July 2007 by including $26.2 million 

equivalent (of which only $21.27 million was actually disbursed) in local currency financing from the government to 
finance Lot 3, the taxes, duties, land acquisition and resettlement costs, and liquidated damages. However, the 
project scope was reduced to exclude Lot 3 works, and as the government’s contribution that went into Lot 3 was not 
stated separately, it is not possible to precisely determine overall project cost. 
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D. Implementation Arrangements  

13. The government created MEW in December 2004, which was responsible for power and 
water resources. MEW controlled the Afghanistan Power Authority (DABM)9 together with four 
other smaller power sector enterprises responsible for construction and related activities. At 
appraisal, MEW was to be the executing agency and DABM the implementing agency. 
 
14. DABM functioned as a vertically integrated utility but with little autonomy. Owing to the 
prolonged period of conflict and insurgency, DABM lacked managerial and technical skills. The 
government received assistance from the World Bank in June 2004 for rehabilitation and 
expansion of some distribution networks and hydropower capacity, as well as steps to 
commercialize DABM.  
 
15. Based on an energy sector restructuring plan approved by all donors in 2008, the 
government dissolved DABM in 2009 and transferred the staff, assets, and liabilities to 
Afghanistan Power Utility (DABS). However, MEW resisted the transfer of the project to DABS 
and assumed the role as the implementing agency. The project implementation support unit 
remained under MEW though with limited capacity. The TA could not be implemented to improve 
capacity for MEW. Due to the security concerns in the project area, field visits for implementation 
oversight were nominal and input by international experts was less than originally envisaged. A 
flooding in the basement record room resulted in the loss of all MEW and DABM project files and 
documentation, including contractual warranties. Duplicate warranties were being procured at the 
time of PCR preparation, and preparation of the government’s project completion report was 
hindered by the loss of records.  

 
16. The financing and project agreements had 58 covenants, 50 of which were complied. Key 
project covenants linked to project implementation were broadly adhered to, albeit with delays. 
There were three covenants that were partly or not complied with. First, the covenant to implement 
a project performance monitoring and evaluation system was partly complied with. Though the 
system was finalized in 2010, and the project was transferred from MEW to DABS upon 
completion, DABS staff could not prepare the completion reports and MEW dissolved its project 
implementation unit. Second, the covenant to carry out a midterm review of the project during the 
third year of project implementation was partly complied with. The midterm review could not be 
completed, but more than 15 review missions were undertaken during 2005–2012, after which 
the project was transferred from ADB Headquarters to Afghanistan Resident Mission (AFRM). 
Lastly, the covenant to allocate electrification kits was not complied as this component was 
canceled.  
 
17. To support the sector reform work begun in 2004, covenants related to institutional reforms 
in the power sector were included. There are five covenants linked to sector reforms that were 
partly or not complied. First, the covenant for the government to cause MEW to implement 
specified portions of the reform plan by 2005 was partly complied with. The reform agenda was 
led by the Ministry of Finance until 2012, at which point the 2004 program was replaced with the 
capacity building and reform project that had the same outputs. The agreed task forces were 
established and the reports finalized, with some delays (this work was financed by other donors). 
Second, the covenant for the government to develop a standard, regulated contract for electricity 
transmission and distribution was partly complied with. The offices of the Attorney General and 
the High Office of Corruption of the Government of Afghanistan were designated offices 

                                                 
9  The DABM was defined by the report and recommendation of the President as Afghanistan Electricity Authority, while 

the PCR defined it as Afghanistan Power Authority. The PCR definition is used in this validation. 
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responsible for these matters. Third, the covenant for DABM to comply with target financial ratios 
was not complied. DABM was replaced by DABS, and indicators were monitored. In 2014, the 
operating ratio was 103.24%, above the covenanted level of 90% and the accounts receivable 
balance was 4.95 months of sales revenue, above the covenanted level of 3 months. Fourth, the 
covenant that budget allocation for and payments made by government to DABS to meet the 
target indicators were not complied with due to the weak condition of government finances and 
billing disputes among the government agencies. And, fifth, the covenant to centralize capacity 
building initiatives and establish a training institute, which would deliver the TA’s planned training 
was partly complied with. The TA activities were not completed, although a training institute was 
established in MEW through US funding, and training was provided by the governments of India 
and the US. Overall, the government was overwhelmed by the amount of assistance (off- and on-
budget) provided to the country and the power sector, and found it difficult to develop suitable 
processes for channeling and spending the development budget. An ADB-supported inter-
ministerial commission for energy streamlined donor coordination to some extent.   

II. EVALUATION OF PERFORMANCE AND RATINGS 

A. Relevance of Design and Formulation 

18. The PCR rated the project relevant. The project was formulated soon after the government 
confirmed lack of energy access as the biggest impediment and a binding constraint to economic 
growth. The PCR also indicated that delivery of basic level of modern social services (e.g., primary 
health and education, communication) needed reliable electricity supply in rural areas where 80% 
of the population lived. Access to electricity would also open up opportunities for income 
generation in rural areas. Moreover, expansion of grid-based power supply would reduce the use 
of polluting and expensive diesel-based generation sets—an alternative available typically to 
large power consumers. Grid-based power would also reduce wood use in households—a 
practice that has serious health effects. Severe damage and under-investment during the long 
conflict period meant that the project was starting from a very low base, i.e., about 5% of the 
population had access to grid power and the per capita electricity consumption was among the 
lowest in the world.  

19. The project complemented other investments to enable power import, when available, 
from Uzbekistan and Tajikistan to reach customers in the northern, eastern, and southern areas. 
It included transmission lines, substations, distribution networks, and transformers. The project 
was aligned with ADB’s country partnership strategy. The project was consistent with ADB’s 2000 
review of the Energy Policy that emphasized poverty reduction and expansion of energy access.10 

20. This validation recognizes the high relevance of including the project for investment 
through a loan and grant from the Special Funds. But the project design was exceedingly 
optimistic, which is evident from the reduced scope and excessive time and cost overruns—due 
to insufficient benchmark cost data coupled with deteriorating security situation particularly after 
2010.  

21. Additionally, the need to abandon the provision of electricity connection kits indicates 
overlooking of important social issues with serious political ramifications at design stage. This 
validation recognizes the critical need for electricity supply to Afghanistan and the project’s design 
to improve transmission and distribution networks in underserved areas. The project design 
sought to reinforce the agreed sector reforms by including covenants, which required 

                                                 
10 ADB. 2007. Special Evaluation Study: Energy Policy 2000 Review: Energy Efficiency for a Better Future. Manila. 
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implementation of agreed reforms by the executing agency, although the reforms were beyond 
the direct scope of the project. This validation concurs with PCR rating of relevant.  

B. Effectiveness in Achieving Project Outcomes and Outputs 

22. The PCR rated the project less than effective. The performance targets for 2010 were 
identified as increase of per capita electricity consumption to 30 kWh/y (from 21 kWh/y in 2005), 
increase in percentage of households with electricity connection in the project areas from 28% in 
2005 to 50%, and reduced network losses from 35%−40% in 2005 to 30%. By 2007, transmission 
lines were to increase by 216 km; number of grid substations by 11; number of new areas with 
grid supply by 10; number of poor household grid-electricity customers by 90,700; and 18,000 
electricity connections were to be achieved through the kits program.  
 
23. The PCR considered the actual output to be less than 60% of the target—although the 
project enabled supply of low-cost and environmentally clean electricity from hydropower plants 
located within the country and in Tajikistan. The project also reduced transmission and distribution 
losses to 25% compared to a reduction target of 30%, and extended grid power supply to 10 new 
areas. The new areas were not identified in the project documentation, which is reasonable for 
allowing flexibility to accommodate new settlements during project implementation.  
 
24. In this validation’s assessment, the actual physical outputs of the project would very likely 
be lower than 50%. Only 53% of the planned length of transmission lines was constructed, 15% of 
the planned number of connections was done, no connection kits were installed in the planned pilot, 
and 55% of the planned number of substations were rehabilitated or established. The project 
documents also named eight places where distribution networks would be rehabilitated—three in 
the north, two in the center and east, and three in the south. Given the cancellation of Lot 3 for the 
southern area, the distribution networks were rehabilitated in only five of the eight areas (i.e. 62%), 
and no 220 kV line was set up with ADB support.11 
 
25. A reasonable assessment of the implications of a shortfall in rehabilitation or installation of 
any particular line or substation in a power system entails massive database requirements and 
appropriate analytical software. Such reasonable assessment is beyond the scope of any project 
validation exercise, but it is reasonable to note that a substantively reduced number of service 
connections to new customers and cancellation of connection kits would take a heavy toll on project 
outcomes.  
 
26. While some portion of the grid electricity supply substituted high-cost diesel-based power, 
and the project would have supported commercial and other activity, the project achievement overall 
is significantly lower than envisaged at appraisal.  

 
27. The project was classified Category B for environment in accordance with ADB’s 
environment policy. 12  MEW carried out the initial environmental examination (IEE). The 
Environmental Management and Monitoring Plan and Summary Environmental Management and 
Monitoring Plan were included in the IEE. The project generated only minor environmental 
impacts associated with construction and operations, which were mitigated by adopting 
international best practices for construction and operation.  
 
                                                 
11 However, the 220 kV line works are being carried out separately, and when completed, would be part of the 

interconnected grid that covers the northern, eastern, and southern areas—and will thus enhance power supply 
reliability to customers in all areas. 

12 ADB. 2002. Environment Policy. Manila. 
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28. The project was Category B for involuntary resettlement in accordance with ADB’s 
involuntary resettlement policy. 13  A short resettlement plan was prepared; it included a 
comparison of the relevant provisions of the Law on Land Acquisition in Afghanistan and ADB’s 
resettlement policy, and, based on it, specific principles and policies were listed. Accordingly, land 
acquisition and resettlement plans (LARPs) were prepared for the transmission lines included in 
the project. SMEC was engaged to additionally be the external monitoring consultant for the 
LARPs. The alignment of the towers and locations of substations were adjusted to minimize the 
number of affected people. Compensation was provided for 97 households—50 households in 
Lot 1 and 47 in Lot 2. Separate reports have been submitted after completion of the transmission 
lines. It was concluded that the principles of LARP were fully applied during LARP implementation 
process.   
 
29. The project was category B for indigenous peoples in accordance with ADB’s policy.14 
Some areas with large number of ethnic minorities such as Imam Sahib and Sar-e-Pul were 
provided grid power for the first time, while equal benefits were brought to the wider population. 
Electricity was new to many project beneficiaries and a safety awareness campaign was 
undertaken by SMEC. No negative effect on indigenous peoples was identified. 

 
30. This validation rates the project less than effective.  

C. Efficiency of Resource Use  

31. The PCR rated the project efficient. The grid-connected cheap power lowered the cost of 
doing business, cut poverty, and improved the environment. By adding a transmission and 
distribution network, the project has clearly demonstrated the efficiency of the investment. A better 
quality and more reliable supply of power have helped accelerate industrial and commercial 
development, and other job creation and social development activities.  
 
32. The PCR discussed both the financial internal rate of return (FIRR) and economic internal 
rate of return (EIRR) under efficiency. The FIRR is a measure of sustainability and should have 
been discussed in the sustainability section of the PCR. At completion, the project’s EIRR was 
estimated at 16.4%, which was higher than the social discount rate of 12% although significantly 
lower than 33%, the estimated EIRR at appraisal.  
 
33. This validation accepts that significant resource cost savings from substituting diesel-
based with grid-based electricity contributed to an EIRR at completion that exceeds the 12% 
threshold. On the basis of available information, the EIRR has declined from that estimated at 
appraisal largely because the project experienced implementation delays and cost overruns.  
 
34. Data limitations make it difficult to confirm the estimates for EIRR at completion. For 
example, in the absence of data on the share of imported electricity that displaced diesel-based 
generation at completion, the resource cost saving was conservatively assumed to be accrue 
from 25% of the electricity sales in the PCR, which tends to underestimate the EIRR at 
completion.15  
 

                                                 
13 ADB. 1995. Involuntary Resettlement Policy. Manila. 
14 ADB. 1998. Policy on Indigenous Peoples. Manila. 
15 This assumption is conservative because (i) the cost of power from imported fuel is higher than cost of grid electricity 

supply (from domestic or imported hydropower sources); and (ii) substantially reduced number of new connections 
through the project, which implies that incremental sales to households and other consumers would be significantly 
less than 75%. 
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35. The implementation delay (over 5 years) and increased cost (requiring cancellation of 
works in southern region and the reduction in connections) lowered the process efficiency. 
Nonetheless, this validation still views favorably the efficiency of this project in view of the poor 
security conditions under which it was implemented and low capacity of counterpart staff, and 
accepts the PCR rating of efficient. 

D. Preliminary Assessment of Sustainability  

36. The PCR rated the project likely sustainable. It indicated that all project assets were 
handed over to DABS, which has offices in all provinces. The assets have a useful life of 30–35 
years. The PCR also noted that several complementary upstream and downstream investments 
are being financed by ADB, German Development Bank, the US government, and the World 
Bank. These include construction and rehabilitation of power generation plants, extension of 
transmission lines, expansion of substations, and distribution connections for the project area. 
The PCR calculated the financial internal rate of return (FIRR) to be 6.43%, which was higher 
than the weighted average cost of capital (WACC) that was estimated to be 0.90%. The PCR also 
analyzed key financial and operational ratios of DABS, which were improving at the time of the 
PCR. A further consideration in the PCRs rating is that DABS is implementing a tariff regime to 
achieve full cost recovery in the medium term and has achieved over 90% recovery rates in the 
project areas—although its operating ratio did exceed 100% in 2014, the most recent period for 
which data is available.  
 
37. During the 5-year period 2010–2014, DABS’s revenue from electricity sales increased 
43.5% and total income16 by 37% annually, while total expenses17 increased by 34.5% per year. 
During this period, cost of electricity purchases emerged as the single largest component of 
expenses. However, given that a significant portion of power purchases are from neighboring 
countries and paid for in US dollars,18 it is important to consider the long-term trend in depreciation 
of the local currency.19 On the basis of all available information, this validation considers the tariff 
to be lagging behind the increasing cost. The financial assessment of the implementing agency 
(DABS) presented in the PCR also has some errors.20  

 
38. This validation noticed an error in the table titled “Financial Internal Rate of Return” 
(Appendix 6 of the PCR). The “Net Cash” column does not include the value in “Energy” column 
(i.e. power purchase cost) and so the FIRR is overestimated. The FIRR becomes –3.17% after 
reducing the “Net Cash” by the cost of power purchase. However, the operations department has 
informed IED that the government increased the electricity tariff by 25% in March 2016 and the 
cost of electricity from Tajikistan had increased to $0.03 per kWh, these changes were not 
considered while preparing the PCR. After revising the calculations to reflect these changes, the 
FIRR is estimated at 2.35%, which is higher than the WACC. Considering the new information 
about electricity tariff increase and the cost of electricity purchase, the validation accepts the PCR 
rating of likely sustainable.  

                                                 
16 Includes revenue from electricity sales, other income, and fuel subsidies. 
17 Includes cost of electricity purchases; fuel expenses; O&M and administrative expenses, other expenses; and 

depreciation. 
18 For example, power imports accounted for an estimated 78% of all energy available to DABS from 21 March 2013 

to 20 March 2014. See https://eneken.ieej.or.jp/data/5015.pdf.  
19 As per the PCR, the afghani (AF) exchange rate against the US dollar depreciated from AF43.00 in February 2005 

to AF69.30 in June 2016. It was a depreciation rate of more than 4% per year. 
20  For example, in the income statement, the “Total Expenses” are higher than “Total Income” in 2014, but there is a 

positive “Net Profit” (although operating ratio is tabulated as 103%).  
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III. OTHER PERFORMANCE ASSESSMENTS  

A. Preliminary Assessment of Development Impact 

39. The PCR rated the project impact as highly satisfactory. The project extended cheap and 
reliable grid power to rural Afghanistan. An international nongovernment organization, Mercy 
Corps, conducted an impact survey to analyze the effects of electrification in project areas at 
Takhar (northern region) and Nangarhar (eastern region). 21  The survey revealed extremely 
positive impacts or outcomes attributable to the project. The validation rates the impact to be 
highly satisfactory.  

B. Performance of the Borrower and Executing Agency 

40. The PCR rated the performance of the borrower and executing agency as less than 
satisfactory. The PCR concluded that the Ministry of Finance and MEW bear part of the 
responsibility for the cancellation of project components and project delays. There were delays in 
allocation of budget funds for the project and the project sites could not be made secure for 
contractors to work according to schedule. Additionally, it is important to consider the fact that the 
sector reform and corporatization that led to the creation of DABS, which was supported by all 
development partners, took 5 years to complete because of unclear road map and a vague 
division of responsibility between MEW and DABS. As a result, MEW continued to house the 
project implementation support unit even after DABS was established. Also, the capacity building 
TA had to be prematurely canceled. The PCR rated the performance to be less than satisfactory 
and this validation supports this rating. 

C. Performance of the Asian Development Bank 

41. The PCR rated ADB’s performance less than satisfactory. It indicated that the project was 
initially administered from ADB Headquarters and transferred to Afghanistan Resident Mission in 
2013. Although the number of review missions was high, the effectiveness was low because 
security conditions prevented site visits. Interaction between ADB Headquarters and MEW was 
also lacking because of poor communication services. Part of the responsibility for the mismatch 
between the project scope and financing plan at appraisal compared to actual achievements (i.e., 
significantly reduced scope of work with significantly higher costs) rested with ADB. The quality 
of review of contract documents also appeared to be wanting as the error in bill of materials related 
to consumer service connections and distribution transformers was detected very late.22 This 
validation has a similar view as the PCR and rates ADB’s performance less than satisfactory. 

IV. OVERALL ASSESSMENT, LESSONS, AND RECOMMENDATIONS  

A. Overall Assessment and Ratings  

42. The PCR has given an overall rating of successful. The table below provides a summary of 
the ratings by the PCR and this validation. The validation rated the project relevant as it was aligned 
with the government’s desire to improve energy access, and was consistent with ADB’s country 
partnership strategy and energy policy, although the project design was complex. Given the 
continuing conflict and insurgency situation, the actual physical outputs were very likely less than 

                                                 
21 Mercy Corps. 2014. Direct and Indirect Effects of Electrification to Women’s Lives and Gender Relations in 

Afghanistan. Portland. 
22 ADB. Central and West Asia Department. 2010. Review Mission to Afghanistan: Power Transmission and Distribution 

Project: Back-to-office report. 20–25 October (internal). 
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50% of what was originally envisaged with substantially less positive outcome, the validation agreed 
with the PCR rating and rated the project less than effective. Similar reasons contributed to a 
substantial reduction of the EIRR at completion (vis-à-vis at appraisal) although it exceeded the 
12% threshold—and the validation rated the project efficient. Although the FIRR calculations in the 
PCR was erroneous, the adjusted FIRR (after taking account of the electricity tariff increase in 
March 2016) was higher than the WACC; thus, the validation also rated the project likely 
sustainable. The validation concurred with the PCR on the four evaluation criteria, and the overall 
assessment of successful. 

Overall Ratings 

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

Relevance Relevant Relevant  
Effectiveness  Less than effective Less than effective  
Efficiency  Efficient Efficient  
Sustainability Likely sustainable Likely sustainable Restored original rating in 

view of new information 
regarding electricity tariff 
increase and cost of 
electricity purchase 
provided by the operations 
department to IED.  

Overall assessment Successful Successful  
Preliminary 
assessment of impact 

Highly satisfactory Highly satisfactory  

Borrower and 
executing agency 

Less than 
satisfactory 

Less than 
satisfactory 

 

Performance of ADB Less than 
satisfactory 

Less than 
satisfactory 

 

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

B. Lessons  

43. The PCR identifies four lessons. First, there were important lessons for addressing startup 
delays through better analysis (during appraisal) of requirements for loan effectiveness, recruitment 
of consultants, and contract award. Second, projects in fragile and conflict-affected states (FCASs) 
need to have fewer components and be implemented sequentially. Third, project design needs to 
reflect the government systems for applying taxes, duties, guarantees for advance payment to 
contractors, procurement, and operational capacity needs to be accessed and appropriate cost 
provision made for consulting services and security support. Lastly, project cost estimate and 
implementation schedule need to be realistic and sufficient contingencies included for covering 
security plans and demining operations.  
 
44. As significant implementation challenges are expected in a FCAS, this validation finds the 
lessons identified in the PCR to be routine. This validation identified three other lessons. First, where 
counterpart staff has insufficient capacity, institutions are weak, and where there are few examples 
of supply and works contracts that form the basis of cost estimates, there is need for a more 
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thorough appraisal process. Second, in FCAS situations in particular, the project design has to be 
based on a fair assessment of security conditions but needs to include contingencies for addressing 
new security risks during project implementation. And third, that early delegation of project 
administration to the resident mission can result in closer working between ADB staff and 
counterpart officials.  

C.  Recommendations for Follow-Up 

45. The following is a summary of the three project related recommendations mentioned in 
the PCR: (i) adopting procurement strategy for Afghanistan that increases participation of 
domestic firms; (ii) integrating capacity building throughout the project cycle, which would include 
tracking cost being incurred in similar projects in Afghanistan;23 and (iii) giving greater attention 
to security issues in contract documents and recruiting a risk management firm for preparing 
security plans, monitoring progress, and auditing payments. Further, the PCR has four general 
recommendations; (i) emphasis on donor coordination for expediting project implementation in 
FCASs; (ii) establishment of a comprehensive project performance monitoring system for 
measuring the base line and benefits on completion of the project; (iii) use of direct payment 
procedure; and (iv) increased use of information and communication technology for verification of 
completed assets.  
 
46. The validation generally supports the recommendations with the following comments: 

(i) The financial and technical capacities of domestic firms are likely to be limited in a 
FCAS so a lower qualification requirement could add implementation risk, but in an 
international competitive bidding process, international bidders generally assess 
the risks and accordingly include contribution of domestic firms. However, the 
overall responsibility should remain with the contractor that meets the qualifying 
requirement for the scale of proposed project. 

(ii) Regarding issues related to verification of assets in remote areas, greater use of 
high-resolution satellite imagery or aerial photography (using airplanes or drones) 
is recommended. 

(iii) Project schedules may need to be flexible to allow for work interruptions caused by 
site access issues. 

(iv) Readiness to consider contract variations, for example, should there be a significant 
change in the security situation.  

V. OTHER CONSIDERATIONS AND FOLLOW-UP 

A. Monitoring and Reporting 

47. There was a covenant that required MEW to develop a suitable project performance 
monitoring and evaluation system. According to the PCR, the system was finalized in July 2012, 
i.e., closer to commissioning of the project than the commencement. Therefore, the quality of 
baseline data and interim (progress) data is unlikely to be robust. On the whole, it appears there 
was modest monitoring and reporting of project benefits, but ADB did not receive any completion 
report from MEW or DABS. So, it is difficult to gauge the project benefits, outcomes, and impact. 
 

                                                 
23  The recommendation section of the PCR mentions changing the approval threshold for the National Procurement 

Commission. However, the issue has not been discussed in the PCR, project administration manual, or the report 
and recommendations of the President. The validation is unable to confirm or reject this recommendation. 
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B. Comments on Project Completion Report Quality 

48. The PCR quality is rated satisfactory. The PCR was candid and generally followed the 
guidelines. It described the project, the inputs, outputs, and outcomes although the task was 
constrained by the absence of a proper completion report from MEW. There were some 
shortcomings in the estimation of the FIRR at completion, including the fact that the 25% tariff 
increase in 2016 was not taken in account. Project implementation issues were identified, lessons 
listed, and recommendations mentioned. Improvement was possible in connecting the project 
design to the report of the project preparation TA, and some of the lessons and recommendations 
discussed in this validation report.   

C.  Data Sources for Validation 
 
49. Data sources for the validation include the report and recommendation of the President, 
the PCR, loan review mission reports, and some external reports that have been cited. 

D. Recommendation for Independent Evaluation Department Follow-Up 

50. No follow-up required.      
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