
MANAGEMENT RESPONSE TO IED’S SECTOR ASSISTANCE PROGRAM EVALUATION: 
ADB’S SUPPORT TO PAKISTAN ENERGY SECTOR (2005–2017) 

 
On 31 January 2019, the Director General, Independent Evaluation Department, received 

the following response from the Special Senior Advisor to the President on behalf of Management: 
 

 
I. General Comment 
 
1. Management thanks the Independent Evaluation Department (IED) for 
undertaking this Sector Assistance Program Evaluation (SAPE) for ADB’s support 
of Pakistan’s energy sector, and acknowledges the overall performance of ADB as 
less than successful. The SAPE provides important inputs to ADB in the 
preparation and implementation of future investments, knowledge work and policy 
support for energy sector in Pakistan.  

 
2. We appreciate and agree with the SAPE’s strategic and operational 
recommendations. In particular, we note the IED’s recommendation for ADB to 
continue with sector-wide engagement underpinned by sustained sector reforms 
aiming for tangible results on ground. Important lessons, issues, and 
recommendations from the SAPE are being incorporated in the formulation of 
Country Operations and Business Plan (COBP) (2019–2021) for Pakistan, and in 
the preparation of Pakistan’s Country Partnership Strategy (2020–2024). Indeed, 
most of the SAPE’s recommendations are already under implementation.  
 
II. Management Response 
 
3. Strategic Recommendation 1. Emphasize support to the improvement 
of governance in the power sector, strengthening the regulator so it has 
sufficient power and authority, promoting mechanisms in sector operations 
that remain in effect through political changes, and supporting interagency 
coordination. 
 

Management agrees. ADB will continue to support strengthening of 
electricity regulator, effectively addressing circular debt (financial recovery 
and sustainability), institutional reforms, modern technology for energy 
accounting (upstream and downstream), and increasing share of clean 
energy, which was initiated under the Sustainable Energy Sector Reform 
Program in 2013. Governance reforms, including strengthening of 
regulator, will be the primary focus under ADB’s proposed programmatic 
policy-based support to energy sector in the 2019–2021 COBP. ADB, as a 
sector lead, in coordination with the IMF and the World Bank, is formulating 
reforms agenda which has strong government ownership. The monitoring 
of reform progress is jointly supported by development partners. Requisite 
legislative changes are being effected to ensure sustainability of sector 
operations and reforms. Ex-WAPDA power sector companies are still 
under government’s control; therefore, through proposed policy-based 
loans and accompanying legislative measures, the compliance with 
Companies Act, 2017 and Public Sector Companies Corporate 
Governance Rules, 2013 will be ensured. This will include (i) redefining 



boards of all power sector entities with clear reporting lines, performance 
benchmarks, and monitoring mechanism; (ii) realistic medium-term targets 
under multiyear tariff; (iii) further revision in NEPRA Act for autonomy and 
transparency; and (iv) mandatory technical capacity support of power 
entities, among others. Management would note that despite rigorous 
efforts to safeguard reform progress, political economy factors may 
continue to pose some risks for major reform activities.  

 
4. Strategic Recommendation 2. Assist Pakistan in addressing the 
accumulation of circular debt by targeting its underlying causes, 
implementing the amended NEPRA Act, and establishing an effective system 
of cost-recovery tariffs. 

 
Management agrees. ADB is currently leading the analytical effort with the 
authorities, in coordination with other development partners, for a detailed 
identification of multiple factors and sources of circular debt, and 
recommending short, medium, and long-term remedial measures with a 
roadmap to monitor the progress. Legislative and policy interventions are 
under formulation to eliminate recurrence of the circular debt, which were 
not achieved earlier. This encompasses further changes in NEPRA Act 
(electricity regulator) for addressing anomalies on institution of cost 
recovery tariffs, enforcement of discipline of integrated generation, 
transmission and distribution plan, and for assessing the needs of 
infrastructure augmentation and investments, complemented by automatic 
adjustments with time bound notifications without approvals. This will 
ensure that the sector moves away from ad-hoc short-term measures to 
sustainable development of infrastructure based on multiyear tariff and the 
targets are commensurate with the means of achievements. NEPRA is in 
process of revising rules regarding efficiency audits, testing, and other 
operational matters. New energy policy 2019 is moving towards 
competitive tariff regime. It will also envisage accomplishment of the 
ongoing work of market reforms in steps of setting up wholesale market by 
mid-2021, and subsequent open access and retail competition. It is 
anticipated that political economy factors would continue to pose 
challenges, including implementation risks. Necessary risk mitigation 
measures will be effected through legislative and policy interventions. 
These measures will be further reinforced under the proposed policy-based 
lending for assisting Pakistan to address accumulation of circular debt.   

 
5. Strategic Recommendation 3. Support long-term planning and 
management systems through Technical Assistance (TA) and continue 
providing infrastructure investments in transmission and especially 
distribution, for being the weakest link of the power system. 
 

Management agrees. Under an ongoing TA study, ADB is currently leading 
the effort in development of new energy policy 2019 and a rolling five-year 
electricity plan for Pakistan. This will also then feed into the new renewable 
energy policy, formulation of transmission masterplan in coordination with 
other development partners, and distribution systems planning. First set of 
consultations on the draft energy policy, led by the Ministry of Energy, has 



been concluded with federal and provincial stakeholders. The electricity 
rolling plan is under formulation supported by ADB-assisted consultants. 

6. Strategic Recommendation 4. Strengthen support to clean energy 
and conservation through investments in renewable energy generation and 
energy efficiency, as well as review the Renewable Energy Policy and 
associated regulations, to increase the share of renewable energies in the 
mix, reduce cost of generation, and mitigate impact on climate change. 
 

Management agrees. ADB’s ongoing TA in coordination with other 
development partners is partly supporting development of renewable 
energy policy 2019, targeting renewable energy mix of at least 20% by 
2030. The policy and accompanying action plan, which are expected to be 
approved by June 2019, will provide incentives and security of investments, 
which will reduce average generation tariff and mitigate climate change 
impacts of the sector. ADB’s ongoing transmission multitranche financing 
facility (MFF) is supporting development of climate resilient low sag and fog 
resistant infrastructure and showcasing grid-scale battery storage 
installation.  

 
7. Operational Recommendation 5. Continue supporting the 
government with advisory services towards developing a competitive 
electricity market and achieving financial sustainability of the power sector. 
 

Management agrees. ADB’s two ongoing TA projects are assisting 
development of a competitive electricity market and achieving financial 
sustainability of the power sector by curtailing the flows and plan for 
settlement to circular debt stock. The roadmap for transition of the 
wholesale power market to a competitive trading bilateral contract market 
has been developed and undergoing requisite consultation and approval 
process.     
 

8. Operational Recommendation 6. Promote sovereign investments for 
lowering the cost of base-load power generation, building on sound 
integrated energy planning to increase Pakistan’s energy security by 
reducing its dependency on imported fuels. 
 

Management agrees. Under the new proposed energy policy 2019, the 
government is not expected to approve any new generation based on 
imported fuels. The current COBP (2019–2021) for Pakistan includes 
development of multiple hydropower projects and distributed renewable 
energy systems. ADB is also supporting development of competitive 
regional energy trade options under CAREC framework to further address 
electricity security concerns. This is part of a 40-year integrated energy 
plan which will be finalized by the government during 2019 and reviewed 
every three years. 

 
9. Operational Recommendation 7. Support implementation of an action 
plan for DISCO commercialization, including efficient infrastructures, energy 
accounting, theft reduction through ABC, improved energy accounting 



through AMI, area planning and coordination, commercialization and 
privatization analysis and a potential pilot project to attract private investors. 
 

Management agrees. ADB’s ongoing investment and TA projects are 
targeted at developing an efficient and reliable distribution network. Two 
MFFs have been approved in the last 12 years. First MFF targeted system 
reliability and added 33% of MVA capacity in the entire distribution network. 
Second MFF targets loss reduction and revenue increase by implementing 
AMI, aerial bundled conductors and other technological interventions 
spread over different parts of the country to reduce theft and commercial 
losses and inculcate energy accounting. With such interventions, DISCOs 
will become commercially viable for consideration to privatize or fully 
commercialize. Currently, the DISCOs are not in a situation to generate 
enough revenues if privatized or commercialized.  

 
10. Operational Recommendation 8. Strengthen ADB’s internal 
monitoring and reporting system in order to consolidate all project related 
information, to enable easy access and continuous ongoing management 
and reporting. 
 

Management agrees. PRM has recently completed consolidation of all 
documentation related to closed loans and TA projects since 2007. OAS 
will digitize these for easy access. Technology, including rolling out of 
Sharepoint and eOperations, is also facilitating easy access to project 
information and databases.  

 
 


